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INTRODUCTION 
 
1. The Utilities Consumers' Group (“UCG”) filed its Final Argument on August 9, 2018 with 

respect to Yukon Energy Corporation’s (YEC) 2017 and 2018 General Rates Application.  Final 
arguments were also submitted by YEC, ATCO Electric Yukon (AEY), the City of Whitehorse 
and John Maissan. 
 

2. Where specific arguments of YEC, AEY, the City of Whitehorse and John Maissan are not 
referenced, UCG submits that the YUB can rely on UCG’s previously submitted arguments. 
 

 

REPLY TO ATCO ELECTRIC YUKON ARGUMENT 
 

3. UCG agrees with AEY’s position that the evidence in this proceeding demonstrates that the 
Diesel Contingency Fund (DCF) and Energy Reconciliation Adjustment (ERA) mechanisms are 
beyond what is appropriate or necessary for the Yukon energy regulatory setting and that these 
mechanisms add a significant burden on administrative and regulatory resources.1 
 

4. UCG disagrees with AEY’s recommendation that the YUB allow the streetlight conversion 
project costs into YEC’s rate base without the end-of-life requirement.2 

 
5. UCG submits that the use of LED technology should be subject to detailed evaluation based on a 

number of factors including age of the assets, prudency and cost benefit analysis.  Where 
streetlights meet defined criteria for replacement with LED, then they should be replaced.  
However, existing assets that are still performing as designed should be left in service to ensure 
that ratepayers receive full benefits for the investments paid for through the rates charged.  This 
benefit should continue on well beyond the asset life assumed for depreciation purposes. 

 
6. Before any wholesale change-out of streetlights is undertaken by either YEC or AEY, UCG 

submits that a full audit of existing streetlights must be undertaken with analysis of the costs to 
ratepayers of embarking on such a program.  Without this evidence, UCG submits that there isn’t 
enough information on the record for the YUB to approve AEY’s proposed approach. 

 
7. UCG submits that the mass rollout of a LED technology program must be based on positive cost 

benefits and greater performance certainty.  The impact on ratepayers must be addressed before 
the utilities are simply allowed to increase the value of their rate bases with the addition of more 
costly streetlight equipment. 

 
8. UCG is concerned that, where the existing streetlight assets have not reached the end of their 

useful lives, the costs of early retirement of the scrapped streetlight assets and the higher upfront 
costs of the newer technology will be added to the revenue requirements of the utilities and paid 

                                                 

1 AEY Final Argument, August 9, 2018, paragraph 5 
2 AEY Final Argument, August 9, 2018, paragraphs 19 and 21 
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for by all ratepayers rather than be paid only by the customers using the replacement LED street 
lighting assets. 

 
 

REPLY TO CITY OF WHITEHORSE ARGUMENT 
 

9. UCG agrees with the City of Whitehorse’s argument that YEC’s business-as-usual approach to 
resource planning is short-sighted by not considering the potential impact of technology choices 
available to larger customers such as on-site generation and that this approach runs the risk of 
YEC incurring costs that will be passed on to customers that are not prudent over the life of the 
asset.3 
 

10. UCG also agrees with the City of Whitehorse’s argument that YEC’s Resource Plan provides 
limited context for its planned capital expenditures.  By not considering the impact that YEC’s 
efforts to promote on-site generation as an alternative to its model to maintain constant 
investments in expansion of existing assets could have on all customers, YEC is not adequately 
addressing all viable options in its Resource Plan which makes it an incomplete document upon 
which to plan capital expenditures. 

 
11. While the City of Whitehorse submits that the costs associated with the proposed Resource Plan 

should not be recovered in rates4, UCG submits the recommendation needs to go further than that 
given YEC’s internal resources used to produce the proposed Resource Plan and the reliance that 
YEC places on the proposed Resource Plan with respect to providing context for capital 
expenditures and ongoing planning costs. 

 
12. The City of Whitehorse notes in its argument that YEC blames the difference in wholesale sales 

forecasts to a timing issue and that YEC and AEY had discussions regarding their forecasts. 5 
UCG submits that the difference between YEC’s forecast and actual loads experienced by AEY 
in 2017 identified by the City of Whitehorse in its argument6 is a significant factor when 
determining the revenue requirements to be recovered from YEC’s other customers.  

 
13. As noted in UCG’s own argument, load forecasting for non-industrial customers of electricity in 

the Yukon should be undertaken in a comprehensive way by YEC and AEY in full cooperation, 
not, as is currently the case, in a piecemeal and apparently inconsistent manner.7  If actual sales 
levels are available with respect to wholesale sales are available for 2017 and most of 2018 
before final rates are to be set, then UCG submits that actual sales levels should be used to 
determine the rates and revenue requirements by class of customer for 2017 and 2018.  As is 
noted in the City of Whitehorse’s argument, this is the practical consequence of having a 

                                                 

3 City of Whitehorse Final Argument, August 9, 2018, paragraph 17 
4 City of Whitehorse Final Argument, August 9, 2018, paragraph 21 
5 City of Whitehorse Final Argument, August 9, 2018, paragraph 27 
6 City of Whitehorse Final Argument, August 9, 2018, paragraph 31 
7 UCG Final Argument, August 9, 2018, paragraph 18 
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proceeding that runs into the year for which a rate application is made and ensuring that the YUB 
has the best possible information before it in order to make a decision on that application.8 

 
14. While the City of Whitehorse has recommended that the YUB direct YEC in its future general 

rate applications to provide a comparison of its vegetation management policy with utilities of 
similar size or facing similar geographical issues,9 UCG submits that the City of Whitehorse has 
missed the flaws in the proposed vegetation management policy that must be addressed before 
any such policy be approved. 

 
15. As is noted in UCG’s argument, before the YUB directs YEC to do anything with respect to 

reporting on how the vegetation management policy stacks up with other jurisdictions, the YUB 
must first ensure that the proposed policy identifies generic goals of a brushing program and what 
is considered an acceptable level of reliability incidents caused by vegetation along with 
repercussions if the policy is not followed or if it is not effective in achieving its goals.  UCG 
submits that while comparisons on a policy level can be instructive, the results and costs of 
operating under such policies are required in order to determine what will work best within the 
Yukon. 

 
16. UCG disagrees with the City of Whitehorse’s argument that the Diesel Contingency Fund (DCF) 

should be completely funded by customers so that YEC does not bear the risk of low water 
levels.10  While UCG believes that the DCF should be eliminated,11 if such a mechanism is 
maintained, there should be a shared risk between YEC’s shareholders and its customers.12 

 
17. UCG agrees with the City of Whitehorse’s argument that minimum filing requirements need to 

be established by the YUB.13  However, as is noted in UCG’s argument, minimum filing 
requirements need to be established for all types of information (not just labour-related data) 
related to various types of applications to the YUB and they must provide enough detail in a 
transparent and understandable way to allow for an efficient review of applications by both YEC 
and AEY. 

 
 

REPLY TO JOHN MAISSAN ARGUMENT 
 
18. Mr. Maissan recommends in his argument that YEC be encouraged to work closely with AEY 

and all active and potential industrial customers in order to generate sales forecasts that are as 
accurate and up to date as possible.14  UCG submits that this recommendation only addresses a 
small part of the load served by YEC and completely ignores the vast majority of YEC’s 
customers.  UCG submits that YEC’s consultation with respect to sales forecasts must include 

                                                 

8 City of Whitehorse Final Argument, August 9, 2018, paragraph 33 
9 City of Whitehorse Final Argument, August 9, 2018, paragraph 45 
10 City of Whitehorse Final Argument, August 9, 2018, paragraph 49 
11 UCG Final Argument, August 9, 2018, paragraphs 125-152 
12 UCG Final Argument, August 9, 2018, paragraphs 153-158 
13 City of Whitehorse Final Argument, August 9, 2018, paragraph 55 
14 Maissan Final Argument, August 9, 2018, page 2 
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discussions with non-industrial customers with respect to their ongoing needs for electricity and 
what information and other support (including financial) these customers need to effectively 
contribute to efficient grid operations. 
 

19. UCG disagrees with Mr. Maissan’s conclusion that using short-term water availability forecasts 
for rate setting will result in considerable variability / instability in rates paid by electricity 
consumers.15  UCG submits that there is no evidence on the record of this proceeding regarding 
what impact using short-term water forecasts will have beyond estimates provided by YEC for 
2017 and there has been no evidence submitted about whether any resulting variability will have 
a negative impact on ratepayers going forward. 

 
20. UCG disagrees with Mr. Maissan’s conclusion that there is no doubt that consumers would be 

very upset if they experienced the kind of rate instability that relying on short-term forecasts for 
rate setting would generate. 16 Again, UCG submits that, other than UCG’s arguments on this 
issue, there is no evidence on the record of this proceeding from YEC or Mr. Maissan that 
provides any indication of how non-industrial ratepayers would feel given the options available 
under the different forecasting approaches.  Mr. Maissan’s arguments represent the opinion of 
one Yukon citizen and should be regarded as such. 

 
21. UCG disagrees with Mr. Maissan’s recommendation to direct YEC not to defer any more costs 

than absolutely necessary.17  UCG submits that YEC has established a habit of spending outside 
the allowed revenue requirement in every year of its existence.  Any spending on activities and 
projects that have not been examined for prudency within a YUB review process should not be 
recovered in any way and must be tracked within a deferral account. 

 
22. UCG disagrees with Mr. Maissan’s recommendation to approve YEC’s proposed vegetation 

management policy.18  Despite Mr. Maissan’s claim that YEC’s brushing practices have reduced 
outages and are lowering the cost of brushing, UCG submits that the only evidence on the record 
of this proceeding is that there were no tree related outages in 2016 compared to 5 in 2014 and 
2015 and YEC’s claim that there is an increasingly competitive bid process.  YEC estimates that 
total brushing costs are expected to increase 39% between 2016 and 2018 so UCG does not see 
how this illustrates any kind of lowering of costs.  Mr. Maissan’s arguments in this area are 
limited and fail to address issues identified by UCG and the City of Whitehorse in their 
respective arguments. 

 
23. UCG disagrees with Mr. Maissan’s recommendation to accept YEC’s proposed rate of return on 

equity of 8.82%.19  As is noted in UCG’s argument20, adopting a return on equity that is not 
based on the most up-to-date determinations is contrary to past decisions by the YUB and results 
in an unwarranted increase to revenue requirements. 

 

                                                 

15 Maissan Final Argument, August 9, 2018, page 3 
16 Maissan Final Argument, August 9, 2018, page 3 
17 Maissan Final Argument, August 9, 2018, page 4 
18 Maissan Final Argument, August 9, 2018, page 4 
19 Maissan Final Argument, August 9, 2018, page 6 
20 UCG Final Argument, August 9, 2018, paragraphs 569-584 
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24. UCG disagrees with Mr. Maissan’s recommendations regarding raising the cap of the Diesel 
Contingency Fund (DCF) while at the same time calling for a more thorough analysis of a range 
of potential DCF caps for future discussion and deliberations.21  UCG submits that Mr. Maissan’s 
justification for an immediate increase to the cap is based on an industrial load that is expected to 
be placed in-service after the current test years.  UCG submits that there is no evidence on the 
record of this proceeding to justify an adjustment to the DCF cap for the 2017 and 2018 test years 
and, in fact, the evidence points to getting rid of the DCF mechanism completely.  Again, Mr. 
Maissan’s arguments represent the opinion of one Yukon citizen and should be regarded as such. 

 
25. UCG disagrees with Mr. Maissan’s recommendation to accept the $10.117 million cost of the 

Aishihik Elevator Shaft Structural Steel Rehabilitation project as appropriate.22  As was outlined 
in UCG’s argument23, YEC has not presented sufficient evidence to justify the timing of this 
project and recovery of the related expenses from ratepayers.  

 
26. UCG disagrees with Mr. Maissan’s recommendation to accept the $2.511 million cost of the 

Aishihik Electrical and Control Upgrades project as appropriate.24  As was outlined in UCG’s 
argument25, YEC has not presented sufficient evidence to justify the timing of this project and 
recovery of the related expenses from ratepayers.  

 
27. UCG disagrees with Mr. Maissan’s recommendation to accept the $1.003 million cost of the 

Communications Upgrades project as appropriate.26  As was outlined in UCG’s argument27, YEC 
has not presented sufficient evidence to explain whether any of the planned work in this project 
should be treated as maintenance and simply expensed in the year incurred nor has YEC justified 
the timing of this project and recovery of the related expenses from ratepayers.  

 
28. UCG disagrees with Mr. Maissan’s recommendation to accept the $6.2 million cost of the LNG 

3rd Engine project as appropriate.28  As was outlined in UCG’s argument29, YEC has not 
presented sufficient evidence to justify the timing of this project and recovery of the related 
expenses from ratepayers.  

 
29. UCG is not clear why Mr. Maissan has asked the YUB to support YEC’s Battery project.  UCG 

submits that the Battery project is one of many projects that YEC has proposed to track within 
WIP accounts and for which none of the associated costs have been proposed to be amortized or 
transferred to rate base.  UCG submits that the YUB has not been asked to do anything with 
respect to the costs incurred related to the Battery project.  UCG also submits that, given the 
overall cost of such a project, the YUB should direct YEC to ensure that if this project is pursued, 
a comprehensive Part 3 review is undertaken before the project proceeds. 

 
                                                 

21 Maissan Final Argument, August 9, 2018, page 6 
22 Maissan Final Argument, August 9, 2018, page 7 
23 UCG Final Argument, August 9, 2018, paragraphs 246-252 
24 Maissan Final Argument, August 9, 2018, page 7 
25 UCG Final Argument, August 9, 2018, paragraphs 253-255 
26 Maissan Final Argument, August 9, 2018, page 8 
27 UCG Final Argument, August 9, 2018, paragraphs 256-259 
28 Maissan Final Argument, August 9, 2018, page 10 
29 UCG Final Argument, August 9, 2018, paragraphs 308-313 
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30. While Mr. Maissan has made specific recommendations related to existing diesel plant 
refurbishment and two greenfield options (diesel and LNG/gas)30, UCG submits that there has 
been limited detail provided by YEC with respect to the Thermal Plant project which currently 
sits on YEC’s books as a $4.2 million project in WIP.  There is no detail provided on whether all 
of this WIP is related to feasibility studies or if actual plant has already been purchased for 
installation.  UCG submits that the lack of detail regarding what has already been decided on for 
this project makes it difficult to actually consider Mr. Maissan’s recommendations. 

 
31. UCG disagrees with Mr. Maissan’s argument that YEC should now be allowed to recover all 

DSM-related expenditures.31  As was noted in UCG’s argument, any DSM-related activity 
undertaken by YEC that was above and beyond the $438,000 budget approved by the YUB for 
2014 and 2015 was undertaken at its own risk.  UCG submits that the evidence is lean on what 
exactly YEC has spent on DSM activities.  UCG submits that there is no justification to allow 
recovery on all amounts spent without a full prudence review compared to the allowed budget. 

 
32. UCG is not clear why Mr. Maissan has asked the YUB to support YEC’s Marsh Lake Storage 

Enhancement ($8.2 million in WIP) and Mayo Lake Storage Relicensing ($3.4 million in WIP) 
projects.  UCG submits that these projects are two of many projects that YEC has proposed to 
track within WIP accounts and for which none of the associated costs have been proposed to be 
amortized or transferred to rate base.  UCG submits that the YUB has not been asked to do 
anything with respect to the costs incurred with respect to these projects.  As was noted in UCG’s 
final argument, UCG submits that YEC should be directed to keep all costs of these two projects 
in WIP until an independent audit can be undertaken of all costs incurred and this audit can be 
subject of a prudence review by the YUB.  UCG also submits that, given the overall cost of these 
projects, the YUB should direct YEC to ensure that, if these projects are pursued, a 
comprehensive Part 3 review is undertaken before the projects proceed. 

 
33. UCG disagrees with Mr. Maissan’s recommendation to allow YEC to recover the $100,000 cost 

of the proposed Time-of-Use (TOU) Rate Structure and Smart Grid study which was scheduled 
to be conducted in 2017.  Mr. Maissan has not provided any evidence on the benefits of TOU 
rates that he has seen or smart grid approaches in villages in Alaska nor how he has concluded 
that there would be significant benefits to ratepayers in the long term if the utilities embrace TOU 
and Smart Grid approaches in Yukon.  UCG submits that it makes absolutely no sense to allow 
recovery of costs of a study for which the YUB has not seen any results or final costs and so has 
not been able to conduct a prudence review of any kind. 

 
34. UCG disagrees with Mr. Maissan’s recommendation that the YUB approve the continued work 

on the Mount Sumanik wind study proposed by YEC.  UCG submits that YEC has not actually 
applied to be allowed to continue a study on Mount Sumanik but rather YEC is looking to 
recover costs incurred to date.  UCG submits that the YUB needs to have evidence regarding how 
and on what the $840,280 in costs were incurred to date with respect to the Mount Sumanik 
Wind Feasibility Study in order to make a prudence determination.  There is no evidence on the 
record of this proceeding to explain how these costs were incurred and whether they were 

                                                 

30 Maissan Final Argument, August 9, 2018, page 12 
31 Maissan Final Argument, August 9, 2018, page 13 
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prudent.  As was noted in UCG’s argument, UCG questions how many wind studies are actually 
required at these constantly escalating costs. 

 
35. It is not clear how Mr. Maissan comes to the conclusion that increasing electricity rates would 

put pressure on YEC to reduce its expenditures to minimize cost increases.32  UCG submits that 
the evidence shows that YEC does not govern its expenditures based on the impact they will have 
on the costs paid by ratepayers. 

 
 

REPLY TO YEC ARGUMENT 
 
36. UCG completely disagrees with YEC’s opening position that its Application and supporting 

testimony, IR responses and undertaking responses provides for a “complete and thorough review 
of all aspects of YEC’s operations since the 2012/2013 GRA, as well for the continued 
development of Yukon's capability to meet ongoing growth with reliable, affordable and 
environmentally responsible power that is flexible to changing loads and conditions”.33  On the 
contrary, UCG submits that the lack of detail and supporting evidence should lead the YUB to 
not approve the spending that YEC now proposes to recover from ratepayers. 
 

37. YEC notes in its argument that it is now asking for a 8.876 percentage points increase to Rider J 
for 2017 (for a total Rider J of 19.89% for retail firm rates and 16.24% for industrial firm rates) 
and a further increase of 2.070 percentage points in Rider J applicable for 2018 (for a Rider J of 
21.96% for retail firm rates and 18.31% for industrial firm rates). 

 
38. While YEC’s argument continues to repeat the mantra that they offer the lowest electricity rates 

in Northern Canada, UCG submits that no evidence has been provided by YEC to explain how 
differences in sources of generation and political / business environments impact the rates being 
charged in other jurisdictions more than anything YEC is doing to keep rates low in the Yukon.  
As is noted in UCG’s argument, UCG does not see what difference it could possibly make to the 
YUB’s deliberations on YEC’s application if electricity rates are cheaper in the Yukon versus the 
Northwest Territories and Nunavut.34  This useless comparison makes absolutely no difference to 
Yukon ratepayers who continue to struggle to afford the rates charged by the Yukon utilities.  
UCG submits that it is time for YEC to get past the self-congratulatory stage and move forward 
to make electricity an affordable basic service in the Yukon. 

 
39. YEC states in its argument that: “However, in the view of Yukon Energy, its filing, the answers to 

the many interrogatories, and other evidence submitted (including undertakings) fully address all 
such concerns, and fully support the reasonableness and necessity of the proposed revenue 
requirement.  Further, no evidence-based contrary position has been tendered by any party.  

                                                 

32 Maissan Final Argument, August 9, 2018, page 14 
33 YEC Final Argument, August 9, 2018, page 1 
34 YEC Final Argument, August 9, 2018, page 4 
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Accordingly, Yukon Energy submits that all evidence necessary for the Board to address the 
Orders requested is in the record”.35 

 
40. UCG does not agree with this statement.  As a matter of fact, as noted in UCG’s final argument, 

all the inconsistencies in information provided by YEC make this evidence so unreliable that any 
principled determination is almost impossible in areas such as system sales and revenues, line 
losses, revenue requirement, YEC’s power benefits simulation model (YECSIM) forecasting, 
DCF reconciliations, RFID accounting, sole-sourced contracting, in-house expenses for capital 
projects especially LNG, updated costs for larger projects resulting from cost-overruns, and the 
LNG / diesel thermal mix. 

 
41. UCG also submits that by waiting five years to submit a general rates application, submitting the 

application half way through the first test year, and the continued requirement to update the 
application with actual results and revised forecasts negatively impact the standard of scrutiny 
necessary for such rate applications, especially with respect to all the costs for feasibility studies, 
capital and deferred projects being brought forward all in one test year.  This drives a 
considerable increase in rate base and thus the revenue requirement increases for the test years. 

 
42. UCG submits that the rate base additions that YEC references in its argument do not appear to 

match the numbers presented in evidence. 
 

43. In its argument, YEC states that rate base growth since 2013 approved reflects a $35 million net 
increase from two major capital projects to address capacity requirements (LNG Plant and 
Whistle Bend Supply/Takhini Upgrade).36  YEC neglects to mention that an additional $6.2 
million will be spent during the test years on an additional capacity project (LNG 3rd Engine) that 
will come into service in 2019.  UCG submits that any decisions made by the YUB from a 
ratepayer affordability perspective must take into account impacts on costs beyond the test years. 

 
44. With respect to rate base growth, YEC states in its argument that $25.4 million of the $64.9 

million increase in proposed rate base from 2013 allowed to 2018 forecast is related to 8 major 
sustaining capital projects.37  From UCG’s review of the evidence, YEC only includes part of the 
overall cost of the T&D - Line Replacement project in this number.  This line replacement 
project will actually end up costing at least $11.5 million with the first $1.75 million spent within 
the test years.  UCG submits that it is misleading to seek approval for projects while only 
identifying partial impacts of these investments.  Yukon ratepayers are left paying for the long 
term impacts. 

 
45. In its argument, YEC notes that proposed 2017 / 2018 rate changes do not take into account over 

$35 million in costs forecast in WIP at the end of 2018 for 10 major projects with final projected 
costs expected to exceed $260 million.38  UCG submits that this is a clear indication that YEC 
has no conceptual understanding of the affordability issues that Yukon ratepayers are currently 

                                                 

35 YEC Final Argument, August 9, 2018, page 3 
36 YEC Final Argument, August 9, 2018, page 4 
37 YEC Final Argument, August 9, 2018, page 4 
38 YEC Final Argument, August 9, 2018, page 5 
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facing under current rates without the capacity to absorb the impacts of such an extensive capital 
program. 

 
46. While YEC’s argument identifies actions that have reportedly saved ratepayers $6 million,39 the 

debt refinancing, higher secondary sales and lower fuel costs were the means used to offset the 
problems associated with YEC’s spending habits.  YEC’s cost reduction mechanisms required no 
effort on their part to actually make its operations more efficient and less costly.  YEC is simply 
covering up the root of the problem (i.e., uncontrolled spending) without incorporating any 
performance-based efficiencies and cost savings. 

 
47. UCG disagrees with YEC’s argument that Yukon practice confirms that a contingency fund 

mechanism is required to address water variance impacts on YEC thermal generation costs and to 
determine final YEC costs for a fiscal year.40  UCG submits that the real reason behind the need 
for the DCF (or some similar rate stabilizing mechanism) is due to the fact that YEC cannot 
adequately forecast and control the costs of thermal generation and is not related to the protection 
of ratepayers from drought risk.  YEC has not presented any evidence that the ongoing operation 
of the DCF as currently designed is in the public interest and in line with the preferences of its 
customers. 

 
48. UCG disagrees with YEC’s argument that assigning water variability impacts that affect thermal 

generation costs to ratepayers (rather than to the utility) reflects normal principles for rate setting 
for hydro generation utilities in Canada.41  UCG submits that YEC has not provided evidence on 
the practices of two of the largest provinces having extensive levels of hydro generation (Ontario 
and Quebec) and the reference that YEC has provided for British Columbia provides BC Hydro’s 
own opinion (not the regulator’s) that variance accounts effectively transfer the forecast cost risk 
of certain uncontrollable costs to customers.  UCG also notes that YEC finally admitted in a late 
undertaking response that there are no decisions by the BCUC that specifically defers to 
customers all variances due to water variability.42 

 
49. UCG disagrees with YEC’s argument that the DCF provides a reasonable basis to separate 

thermal generation cost variance due to water availability outside management control (to be 
borne by ratepayers) from thermal generation cost variance due to changes in total grid load (to 
be borne by the utilities).43  UCG submits that thermal generation costs (no matter the reason) are 
within YEC’s control since they are the party responsible for establishing operating policies and 
procedures including fuel procurement practices. 

 
50. UCG disagrees with YEC’s statement that, where feasible, the DCF addresses all potential 

operational risks that could affect thermal generation risks.44  The DCF was designed to protect 
ratepayers from fossil fuel cost changes due to fluctuations in water availability for hydro 
generation.  That’s it.  There were no other “operational risks” that were to be covered by the 

                                                 

39 YEC Final Argument, August 9, 2018, pages 5 and 6 
40 YEC Final Argument, August 9, 2018, page 8 
41 YEC Final Argument, August 9, 2018, page 8 
42 YUB-YEC-2-9(e), pages 7-8 
43 YEC Final Argument, August 9, 2018, pages 9 - 10 
44 YEC Final Argument, August 9, 2018, page 10 
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DCF.  This kind of thinking helps justify UCG’s position that the DCF should be eliminated to 
avoid unintended uses of the DCF and to put the onus on YEC to properly budget and live within 
that budget. 

 
51. UCG disagrees with YEC’s argument that an ERA mechanism is also required to address 

wholesale variances when YEC is unable to fully recover its incremental thermal generation costs 
related to such variances.45  UCG submits that without a comprehensive review of a cost of 
service study for the Yukon rate zone, the YUB cannot determine that the proposed wholesale 
rate and the ERA component of the wholesale rate actually ensures that the needs and 
requirements of all Yukon electricity customers are being met at the least cost or that the Rate 
Policy Directive provisions are being met. 

 
52. UCG disagrees with YEC’s position that they have justified the continued use of long-term 

average (LTA) versus the short-term hydro generation forecast.46  UCG notes that YEC has 
conveniently left out of their arguments the fact that the forecast revenue shortfalls would be 
reduced by $2.03 million and $0.7 million in 2017 and 2018 respectively as a result of using the 
short-term hydro generation forecast.  As noted in UCG’s argument, the short-term hydro 
generation forecast should be used by the YUB for the 2017 and 2018 test years and going 
forward within a performance / incentive-based regulatory regime.  

 
53. In its application, YEC did not apply for a specific modification to the existing DCF cap of $8 

million.47  However, YEC now changes its position by asking the YUB to approve a specific $8 
million increase to the DCF cap to +/-$16 million as well as approval to review the DCF cap at 
each future GRA.  As noted in UCG’s argument, UCG’s position is that the DCF and all models 
used by YEC deigned to isolate the impact of water and wind variability from all the other factors 
that can affect diesel consumption are simply expensive, unaccountable exercises in futility.  
Accordingly, the DCF should be immediately eliminated to avoid manipulation and unintended 
uses of the DCF and to put the obligation on YEC to properly budget and live within that budget. 

 
54. UCG submits that it is difficult to keep track of what needs to be debated when the applicant 

keeps changing its mind on what approvals it is requesting.  UCG also submits that the YUB is 
not in a position to provide a direction that a certain issue will be debated going forward as part 
of every rates application reviewed by the YUB.  Issues debated during a YUB review have 
typically been based on the evidence submitted by the applicant.  If the YUB agrees with UCG’s 
position that the DCF should be eliminated, why would a DCF cap be on the list of issues to 
review?  It is up to applicants to clearly identify the approvals that are required in its application 
and this will be used to determine what issues need to be debated.  The onus is on YEC to prove 
that not only an increase in the DCF cap is advisable and condoned by its ratepayers, but that the 
DCF as a contingency reserve is understood and supported by the  majority of their ratepayers, 
before moving to forward with any changes. 

 

                                                 

45 YEC Final Argument, August 9, 2018, page 8 
46 YEC Final Argument, August 9, 2018, page 12 
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55. UCG completely disagrees that YEC’s originally proposed 2017 and 2018 revenue requirements 
reflect the reasonable costs required for YEC to supply electricity to customers in 2017 and 2018 
and to plan for future requirements thereafter.48  UCG submits that YEC’s proposed revenue 
requirements are excessive given the proposed rate base additions (capital and deferred costs) for 
which YEC has not provided adequate explanation and justification (as noted in UCG’s 
argument) and the excessive operating costs that YEC is trying to get anchored in its revenue 
requirements for 2017 and 2018 and going forward.  UCG has addressed these excessive costs in 
its argument. 

 
56. UCG submits that YEC’s sales forecast has increased significantly since the initial application.  

UCG submits that actual sales in 2017 and 2018 to date should be used to determine the rates that 
need to be charged to recover the allowed revenue requirements.  

 
57. UCG takes issue with YEC’s proclamation that no key issues were raised in IRs or the hearing 

regarding generation forecasts for firm and secondary sales or regarding capacity shortfall 
forecasts.49  UCG submits that the purpose of IRs and cross-examination at an oral hearing is to 
clarify the information and positions put forward by YEC in its application and to gather 
information that will be put forward as positions on issues within final arguments. 

 
58. UCG disagrees with YEC’s argument that there is no basis to assert that communication issues 

between YEC and AEY affected the accuracy of the wholesale forecast.50 UCG submits that 
YEC’s load forecasting has been undertaken in a piecemeal and inconsistent manner.  Even AEY 
has been openly critical of YEC’s forecasting methods, especially with respect to the Diesel 
Contingency Fund (DCF) and the Energy Reconciliation Account (ERA). 

 
59. The YUB has already identified the importance of YEC and AEY working together to jointly file 

multi-year load forecasts by rate class every two years51 yet nothing has ever been delivered in 
that regard.  If YEC and AEY are not willing to follow YUB direction to work together, then the 
YUB needs to add repercussions to not following their directions. 

 
60. UCG notes YEC’s observation that information provided over the course of 2017 and 2018 

indicates that industrial loads continue to be subject to considerable change.52  UCG submits that 
this supports arguments to separate load forecasting and planning related to base, non-industrial 
loads from the more transitory industrial load potential so as to protect longer term ratepayers 
from adverse rate impacts associated with capital spending made necessary for the purpose of 
meeting short term industrial loads.  UCG submits that onsite generation combined with 
guaranteed upfront payment by these industrial loads for current and future costs would protect 
the interests of other Yukon ratepayers. 

 
  

                                                 

48 YEC Final Argument, August 9, 2018, pages 14 - 15 
49 YEC Final Argument, August 9, 2018, page 16 
50 YEC Final Argument, August 9, 2018, page 18 
51 YUB Report to Executive Commissioner - YEC’s 20-Year Resource Plan, January 15, 2007, page 5 
52 YEC Final Argument, August 9, 2018, page 19 
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61. UCG takes issue with YEC’s proclamation that no key issues were raised in IRs or the hearing 
regarding retail or general service sales forecasts or forecast fuel prices and forecast unit 
efficiencies.53  See arguments above (paragraph 57) regarding the purpose of IRs and cross-
examination at an oral hearing and how issues are raised in final arguments. 

 
62. UCG disagrees with YEC’s position that its vegetation management policy is prudent and 

informed by a review of industry best practice and that there is no need for further reporting or 
review to compare YEC’s vegetation management policy to other utilities.54  As noted in UCG’s 
argument,   YEC testified at the oral hearing that its vegetation management policy was based on 
a study conducted 6 years ago (2012) on the practices of other utilities at that time and that a 
cursory review of current policies was not used in any substantive way in the development of 
YEC’s vegetation management policy for the test years.  If YEC had taken the time to actually 
review the current vegetation management policies of utilities in other jurisdictions, it would 
quickly realize that the current standard is to have a policy that applies to all facilities 
(transmission rights-of-way, substations, generation facilities and distribution rights-of-way) with 
specific acceptable levels of reliability incidents caused by vegetation, cost thresholds being 
monitored, and a measurement of how ratepayers’ tolerance determined.  Also missing from 
YEC’s proposed policy are repercussions if the policy is not followed or if it is not effective in 
achieving its goals that must have metrics upon which to evaluate the policy’s effectiveness.  
UCG submits that YEC has missed the point of the YUB’s direction to propose a vegetation 
policy that will not only be useful to ensure that reliability issues will be addressed but will also 
keep up with current industry standards. 
 

63. UCG takes issue with YEC’s proclamation that no issues regarding charges to the Reserve for 
Injuries and Damages (RFID) or the annual appropriation have been raised by intervenors.55  See 
arguments above (paragraph 57) regarding the purpose of IRs and cross-examination at an oral 
hearing and how issues are raised in final arguments.  With respect to the RFID, UCG submits 
that the $10,000 threshold established within YEC’s RFID policy does not appear to be 
“significant” for a utility with a revenue requirement in excess of $50 million.   As noted in 
UCG’s argument, without the benefit of additional information related to costs of alternative 
insurance coverage and details of costs posted to the RFID, UCG submits that the YUB has no 
basis on which to assess whether the amounts processed through the RFID and used to justify 
amounts going forward that were submitted in the application reflect appropriate operations of 
the RFID. 

 
64. UCG disagrees with YEC’s argument that the current Application has demonstrated the clear 

requirement for each of the “sustaining capital” projects and the prudency of costs incurred by 
YEC on these projects has been examined and confirmed in the Application and in subsequent 
IRs.56  On the contrary, as is noted in more detail within UCG’s argument, UCG submits that 
YEC has presented insufficient evidence to justify the timing of these projects and recovery of 
the identified expenses from ratepayers. 

 
                                                 

53 YEC Final Argument, August 9, 2018, page 21 and page 23 
54 YEC Final Argument, August 9, 2018, pages 25 - 26 
55 YEC Final Argument, August 9, 2018, page 26 
56 YEC Final Argument, August 9, 2018, page 29 
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65. UCG submits that it is very revealing to note that YEC is only now developing an asset 
management plan to integrate different information sources into an asset health index that would 
allow YEC more complete information for capital planning.57  UCG submits that asset 
management plans are vital to have in place to allow needs to be prioritized over wants and help 
ensure that investments are made at the right time to minimize future repair and rehabilitation 
costs and maintain service delivery assets.  The first step to establishing a viable capital plan is 
the development of a detailed asset management plan which shows how each proposed project 
fits within it.  UCG submits that YEC has approached its capital spending on an ad hoc rather 
than a planned manner.  YEC has failed to demonstrate how all of the capital spending they have 
undertaken since 2013 and will undertake going forward is in any way connected to an asset plan 
that has been developed through asset evaluation and stakeholder consultation.  UCG submits 
that it is vital to have a comprehensive asset management plan in place to guide investment 
decisions before the YUB can approve the recovery of costs that currently have not been 
adequately justified. 
 

66. YEC argues that business cases submitted for its sustaining projects focused on addressing the 
need for the project and ensuring accurate and complete estimation of costs, rather than a 
traditional cost / benefit assessment. 58  UCG submits that this goes against the requirements 
established by the YUB that capital project business cases include alternatives to the 
recommended projects as well as the economic impact to ratepayers of the recommended 
projects.59  The YUB specifically directed that economic analysis must be completed on projects 
(including discussion of risks of proceeding or not proceeding and assumptions related to 
escalation factors, loading, financial measures, term of project and associated ancillary costs) in 
order to determine the economic impact to ratepayers.  UCG submits that this is the essence of a 
cost / benefits analysis which YEC has determined is not required. 

 
67. UCG completely disagrees with YEC’s conclusion that the evidence confirms that the costs 

incurred or forecast to be incurred for the sustaining projects were prudently incurred.60  As is 
noted in more detail in UCG’s argument, UCG submits that YEC has presented insufficient 
evidence to justify the recovery of the expenses identified in these projects from ratepayers and 
there is a complete lack of clarity on exactly what has been or will be paid out for these projects.  
UCG submits that the YUB cannot approve the recovery of the costs of these projects through 
rates without a fuller understanding of how and why these costs were incurred as well as the risks 
and benefits of following through on the direction taken by YEC in light of available alternatives. 

 
68. YEC claims that there was no reasonable alternative to completing the Aishihik Elevator Shaft 

Structural Steel Rehabilitation project between 2014 and 2017.61  UCG submits that there is no 
evidence that states that this work needed to be completed in this timeframe given all of the other 
capital work that ratepayers are being asked to fund, nor that this work was completed in a 
timeframe dictated by a comprehensive asset management plan.  While the engineering review 
recommended permanent rehabilitation of the structure, it also identified a list of conditions 

                                                 

57 YEC Final Argument, August 9, 2018, page 30 
58 YEC Final Argument, August 9, 2018, page 30 
59 Order 2013-01 - Reasons for Decision 
60 YEC Final Argument, August 9, 2018, page 30 
61 YEC Final Argument, August 9, 2018, page 30 
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imposed on the use of the elevator to provide a reasonable margin of safety until the work could 
be completed.  UCG submits that the full rehabilitation was too much to take on given all of the 
other capital work that YEC is asking ratepayers to pay for in 2017 rates. 

 
69. Regarding the Aishihik Electrical and Control Upgrades project, YEC does not indicate in its 

argument that the work had to be completed immediately following a formal asset assessment 
completed by KGS and plant inspections undertaken in 2015.62  UCG submits that while asset 
assessments and reviews are required, these assessments should be used to prioritize work within 
an asset management plan rather than simply be a trigger to do the work immediately.  UCG 
submits that, given the lack of a comprehensive asset management plan and the associated capital 
planning, YEC has completely ignored the impacts on ratepayers of pursuing capital projects like 
this one in-between GRAs and adding them to an already inflated rate base. 

 
70. Regarding the Communications Upgrade project and YEC’s argument that each specific upgrade 

comes into service (and into rate base) when completed63, UCG submits that YEC has not 
provided any detail regarding the recommendations made related to staged implementation that 
was initiated in 2015 (on what is assumed to have been the most critical assets), left off the work 
plan in 2016, and then re-initiated in 2017 and 2018.  It is also unclear from the brief evidence 
provided by YEC whether any of the planned work in this project should be considered 
maintenance and simply expensed in the year incurred nor is there any evidence of what 
alternatives are available that can be enhanced as needed if things like smart grid technology is 
ever actually introduced in the Yukon. 

 
71. Regarding the Hydro Unit #WH4 Overhaul project that was started as a major project in 2016, 

UCG submits that, besides the lack of detail and a comprehensive business case, there is no 
evidence that states that the work needed to be completed in this timeframe given all of the other 
capital work that ratepayers are being asked to fund, nor that this work was completed in a 
timeframe dictated by a comprehensive asset management plan. 

 
72. Regarding the Hydro Unit #MH2 Overhaul project that was planned as a major project starting in 

201864, UCG submits that, besides the lack of detail and a comprehensive business case, there 
was no detail provided on the urgency to initiate a major overhaul in 2018 as part of a 
comprehensive asset management plan. 

 
73. Regarding the T&D Breaker Replacements project, YEC argues that both models of breaker are 

at end of life and have been phased out by the manufacturer which makes it difficult to find 
replacement parts.65  UCG notes that YEC’s argument refers to the response to CW-YEC-1-39 
which YEC argues reviews the end of life assessment analysis that demonstrates end of life.  
UCG submits that YEC has provided only a short description of the analysis without actually 
providing the requested analysis that demonstrates end of life.  UCG submits that YEC has 
presented insufficient evidence to justify the timing of this project and recovery of the expenses 

                                                 

62 YEC Final Argument, August 9, 2018, page 31 
63 YEC Final Argument, August 9, 2018, pages 31 - 32 
64 YEC Final Argument, August 9, 2018, page 33 
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identified in this project from ratepayers.  YEC has also failed to provide evidence of how this 
project fits in with similar projects as part of an asset management plan. 

 
74. With respect to the T&D Line Replacements project, YEC argues that components of its 

transmission lines are approaching the end of their economic life66 but has provided no evidence 
explaining how this determination was made or how much useful life still remains within these 
assets.  UCG submits that YEC has presented insufficient evidence to justify the timing of this 
project and recovery of the expenses identified in this project from ratepayers. 

 
75. YEC argues that it reviewed options to the chosen Wareham Spillway Gate Hoist Replacements 

project67 but there was no evidence presented regarding the costs / benefits associated with the 
options of an updated version of the cable system or the screw-lift or rack & pinion system.  
UCG submits that YEC has presented insufficient evidence to justify the timing of this project 
and recovery of the expenses identified in this project from ratepayers. 

 
76. UCG disagrees with YEC’s argument that the Whistle Bend Supply/ Takhini Upgrade project has 

been appropriately justified and properly managed.68  YEC stated that it was not able to provide 
the detailed information required for this $11.4 million major project pursuant to YUB Orders 
2009-8 and 2013-01 because it would take “considerable time and effort” to collect and 
summarize this information.69  UCG submits that it is not enough to simply add a project of this 
magnitude to a Resource Plan submitted within a GRA and expect that a comprehensive review 
can be conducted within the confines of a GRA review.  UCG submits that YEC has presented 
insufficient evidence to justify the timing of this project and recovery of the expenses identified 
in this project from ratepayers and that this project should have been subjected to a Part 3 review 
before being initiated. 

 
77. UCG disagrees with YEC’s argument that the LNG Plant project has been appropriately justified 

and properly managed.70  The cost of this project has ballooned to over $42 million which is 22% 
higher than the costs upon which the YUB gave its initial approval.  YEC complains in its 
argument that the extraordinary cost increases resulted from regulatory delays, change 
requirements that delayed proceeding on the planned schedule and design, reductions in grid 
energy loads, delays in securing lower haul cost options for LNG supply, and decreases in diesel 
fuel prices which acted to reduce savings from use of LNG versus diesel.71  UCG submits that 
these are all factors that should have been addressed in a comprehensive sensitivity analysis that 
YEC did not bother to perform in advance of the Part 3 review.  UCG is troubled by the 
justification originally provided for the LNG Plant project and the lack of accountability for the 
actual costs of the project.  UCG is also concerned with how the LNG Plant project was 
originally justified (for back-up purposes) and how the LNG generators are now being used and 
planned to be used.  As was noted in UCG’s argument, UCG submits that the lack of clarity on 
exactly what has been or will be paid out for this project requires the YUB to direct that an 
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independent audit be conducted on actual expenditures with all the costs being held in a WIP 
until this audit is completed and publicly reviewed. 
 

78. YEC makes reference to the LNG 3rd Engine project in its argument as having no impact on the 
rate bases of 2017 and 2018.72  While it has not been added to rate base, any work completed on 
this project by YEC staff has a direct impact on O&M costs expensed and capitalized and has a 
direct impact on other work that should be initiated as a higher priority.   UCG submits that the 
budget for this $6.2 million project has increased by over 40%, has not been justified by evidence 
submitted by YEC and should be subjected to a Part 3 review and the independent audit 
recommended above for the LNG Plant project. 

 
79. While projected costs for the Stewart-Keno City Transmission Project planning do not affect 

forecast net rate base costs because of funding by contributions, UCG submits that there are still 
cost impacts that must be identified and addressed.  Any work completed on this project by YEC 
staff has a direct impact on O&M costs expensed and capitalized during the test years and has a 
direct impact on other work that should be initiated as a higher priority.  UCG submits that just 
because a project’s capital costs are recovered from other sources does not mean that the project 
should not be considered within a comprehensive asset management plan that needs to drive the 
priority of work to be undertaken by YEC’s limited resources. 

 
80. While projected costs for the Aishihik Generating Station Water Use Licence Renewal project do 

not affect forecast net rate base costs in the test years73, UCG submits that there are still cost 
impacts that must be identified and addressed.  Any work completed on this project by YEC staff 
has a direct impact on O&M costs expensed and capitalized during the test years and has a direct 
impact on other work that should be initiated as a higher priority.  UCG submits that just because 
a project’s capital costs are not included in proposed rate base does not mean that the project 
should not be considered within a comprehensive asset management plan that needs to drive the 
priority of work to be undertaken by YEC’s limited resources. 

 
81. While projected costs for the Battery project do not affect forecast net rate base costs in the test 

years74, UCG submits that there are still cost impacts that must be identified and addressed.  Any 
work completed on this project by YEC staff has a direct impact on O&M costs expensed and 
capitalized during the test years and has a direct impact on other work that should be initiated as 
a higher priority.  UCG submits that just because a project’s capital costs are not included in 
proposed rate base does not mean that the project should not be considered within a 
comprehensive asset management plan that needs to drive the priority of work to be undertaken 
by YEC’s limited resources.  Given the potential overall cost of this project and the uncertainty 
of Federal funding, UCG submits that this project should be subject of a comprehensive Part 3 
review. 

 
82. While projected costs for the Thermal Plant project do not affect forecast net rate base costs in 

the test years75, UCG submits that there are still cost impacts that must be identified and 
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addressed.  Any work completed on this project by YEC staff has a direct impact on O&M costs 
expensed and capitalized during the test years and has a direct impact on other work that should 
be initiated as a higher priority.  UCG submits that just because a project’s capital costs are not 
included in proposed rate base does not mean that the project should not be considered within a 
comprehensive asset management plan that needs to drive the priority of work to be undertaken 
by YEC’s limited resources.  Given the potential overall cost of this project, UCG submits that 
this project should be subject of a comprehensive Part 3 review. 

 
83. UCG disagrees with YEC’s argument that sufficient evidence has been presented that proves that 

Demand Side Management (DSM) costs have been prudently incurred and that DSM remains a 
relatively low cost supply option compared to other available near term supply options being 
reviewed. 76 UCG submits that the record of this proceeding is lacking accurate and 
understandable evidence related to what YEC has spent on DSM initiatives in relation to what it 
was authorized to spend.  There is also no evidence that validates YEC’s claim that DSM 
activities are a valid low cost option to any specific supply options.  Without a clear 
understanding of specific and consistent details of amounts spent, UCG submits that the YUB 
cannot approve recovery of any DSM amounts from ratepayers. 

 
84. While YEC’s argument makes reference to the $2 million impact that the 2016 Resource Plan 

Update project will have on 2017 rate base77, UCG submits that YEC has not provided sufficient 
evidence to allow for a prudence review of the costs incurred.  Parties were not even given an 
opportunity to test material in the Resource Plan appendices through an IR process to clarify 
many of the recommendations and opinions included in them because they were not provided 
until well into the application review process.  UCG submits that this is a significant project for 
which YEC has not provided a single piece of evidence that outlines the details of internal costs 
incurred, where and if O&M costs already recovered in rates have been removed from O&M 
expenses as a result of this project, describes how the consultant contracts were awarded, or why 
internal resources could not be used to perform functions outsourced. 

 
85. With respect to the Gladstone Diversion feasibility study, YEC argues that information for 

determining the prudence of the $4.5 million in costs incurred for this project is available in 
referenced interrogatory responses.78  In response to UCG-YEC-1-34, YEC refused to provide 
the requested detailed chronological list of costs incurred and go / no go decision points related to 
this project including a breakdown of the costs incurred for feasibility studies, engineering, 
internal and external labour costs and tenders awarded related to this project because of the 
considerable time and effort it would take to collect and summarize this information.  The record 
of the current proceeding does not contain any evidence regarding details of the $4.5 million in 
costs incurred and when they were incurred.  This information is crucial to determining the 
prudence of costs incurred given that the Kluane First Nation Council made it clear in 2010 and 
2011 that they were opposed to the project.  Until it is clarified when costs were incurred and 
why, UCG submits that none of the costs should be added to rate base nor recovered from Yukon 
ratepayers.  As was noted in UCG’s argument, UCG submits that the lack of clarity on exactly 
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what has been or will be paid out for this feasibility project requires the YUB to direct that an 
independent audit be conducted on actual expenditures with all the costs being held in a WIP 
until this audit is completed and publicly reviewed.  UCG submits that the YUB has the option of 
completely denying the recovery by YEC of any of the costs incurred to date for the Gladstone 
Diversion feasibility study to send YEC the message that they cannot continue to undertake such 
unsupported studies costing in the millions without repercussions. 
 

86. UCG disagrees with YEC’s argument that the $8.156 million Marsh Lake Storage Enhancement 
Project has no impact on test year rates.79  Any work completed on this project by YEC staff has 
a direct impact on O&M costs expensed and capitalized during the test years and has a direct 
impact on other work that should be initiated as a higher priority.  In the current GRA, YEC 
submits that a decision to proceed to the YESAB assessment phase will be made during the 4th 
quarter of 2017 but there has been no update provided to parties of this proceeding.  It is also 
UCG’s understanding that this project does not have the blessing of the First Nations in their 
specific land claim areas so it is not clear why YEC continues to spend millions on the related 
feasibility analysis.  UCG submits that these costs should remain in WIP until an independent 
audit can determine prudent costs that should be recovered from ratepayers.  UCG submits that 
this should be done before any further costs are incurred. 

 
87. YEC states in its argument that the $3.356 million Mayo Lake Storage Enhancement Project was 

extensively reviewed in YEC’s 2012/2013 GRA review process and commented on by the YUB 
in its Order 2013-01.80  In its Order 2013-01, the YUB approved a $2.1 million hydro 
enhancement relicensing project that was designed to amend the Mayo Generation Station Water 
Use Licence to provide for up to an additional one metre of draw down that would increase 
renewable power generation capability of the Mayo hydro facility and displace diesel generation 
that would otherwise be required81.  These costs were assumed to be amortized over the 
remaining term of the Mayo licence (13 years).  Now, YEC is coming forward saying that a 2013 
study determined that dredging of the outlet channel will be required to restore capability and 
enable the opportunity to expand long-term average hydro energy through the extra storage 
proposed by the Mayo Lake Storage Enhancement Project.82  According to YEC, project 
spending during 2016 included environmental monitoring and phase 1 of the dredging work (a 
desktop analysis) and that environmental monitoring makes up the majority of the 2017 and 2018 
costs with Phase 2 of the dredging work (detailed modelling and design) taking place during 
2018.83  UCG submits, given the disagreement by First Nations with this project, this in no way 
resembles the project reviewed during the 2012/2013 GRA proceeding and that these costs 
should remain in WIP until an independent audit can determine their prudency and whether they 
should be expensed or capitalized. 
 

88. With respect to the proposed Planning Cost Accounting Policy,84 there has been no evidence 
provided regarding the impact that the proposed policy will have versus what YEC has been 
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allowed to do to date.  UCG submits that it is impossible for the YUB to approve changes to a 
policy without knowing the impact that those changes will have on ratepayers.  YEC has also 
admitted that it had not undertaken an extensive study of planning cost amortization approaches 
in other jurisdictions but understood that treatment of planning study costs varies from 
jurisdiction to jurisdiction.  UCG submits that it will be impossible for the YUB to consider the 
practices in other Canadian jurisdictions if there is no related evidence on the record. 

 
89. YEC’s argument with respect to Return on Equity is focussed on comparing YEC with 

benchmark utilities regulated by the British Columbia Utilities Commission.85  While YEC is 
right that the YUB has used return benchmarks determined in other jurisdictions for establishing 
allowed return levels for Yukon utilities, UCG submits that the YUB’s practice has been to use 
the most recent benchmark returns that are based on the most recent evidence and deliberations.  
Therefore, UCG submits that the YUB should use the Alberta Utilities Commission’s most recent 
Generic Cost of Capital Decision issued in October 2016 rather than the August 10, 2016 
determination of the BCUC given that the AUC addressed the most up-to-date information on 
interest rates and the economy and would be consistent with the ROE basis that has been used for 
YEC since 2012. 

 
90. UCG also disagrees with YEC’s argument that the absence of a specific deferral account similar 

to the DCF is of no importance when comparing risks of utilities in other jurisdictions to YEC.  
As is noted in UCG’s argument, YEC operates at a lower risk due to deferral account “safety 
nets”, ongoing bailouts and contributions by the Yukon government and YDC when trying to get 
projects in place, and revenue guarantees provided by mechanisms like rate relief programs and 
the ERA that have been in place.   These risk reduction mechanisms relieve YEC from 
operational risks which in turn drives down the need for equity thickness in YEC’s capital 
structure and the rate of return on equity needed by YEC.  During testimony at the oral hearing, 
YEC confirmed that it has sufficient capacity reserves that are more than adequate to achieve the 
regulatory goals of running the utility and providing safe and reliable electricity service.86 

 
91. UCG disagrees with YEC’s argument that the YECSIM model has received extensive review and 

testing in this proceeding.87  In fact, UCG submits that the lack of subject experts at the YECSIM 
workshop or the hearing hampered all parties from gaining a better understanding of the 
YECSIM.  Inconsistent testimony and lack of evidence served only to muddy any perceived 
benefit of continuing to use the YECSIM model.  UCG notes that YEC has not followed 
directions from the YUB in Order 2015-01 and Order 2015-06 to provide the YECSIM model 
and its results for testing by intervenors and the YUB.  As is noted in UCG’s argument, the 
biggest problem with the YECSIM model is the lack of retrospective verification (i.e., comparing 
actual results with forecasts made using the model). 

 
 
 
ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 23rd DAY OF AUGUST, 2018. 
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