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Introduction and Overview

1. The Utilities Consumers' Group (UCG) is a not-for-profit organization registered as a society in 
the Yukon since 1993.  UCG represents residential and small business ratepayers in regulatory 
proceedings, conducts research, makes submissions, communicates with active stakeholders, 
including government, and helps consumers with issues they have with utility service providers.

2. It is UCG’s understanding that the purpose of the Yukon Utilities Board’s review of the 2nd 
compliance filing of Yukon Energy Corporation (YEC) is to make determinations on the directions 
from the YUB’s Order 2018-10 issued on December 27, 2018 that were not adequately addressed 
in YEC’s first compliance filing, namely:

 using the forecast interest rate of 2.15% for each of 2017 and 2018 in its cost of debt 
calculations; and

 revising calculations related to the Low Water Reserve Fund (LWRF) in accordance with the
YUB’s findings in its Order 2019-04 - Reasons for Decision issued September 12, 2019

3. UCG is also taking this opportunity to raise its concerns with respect to the regulatory process 
that has been used to review YEC’s 2nd compliance filing and issues that need to be addressed with
respect to subsequent applications.

Cost of Debt

4. In its Order 2018-10 - Reasons for Decision, the YUB accepted the forecast market rate 
for YEC’s cost of debt of 2.15% for each of the 2017 and 2018 test years.1

5. Because the YUB was not able to reconcile the reasons for the forecast interest rate of 
2.40% for 2017 and 2.23% for 2018 that YEC submitted in its 1st compliance filing, YEC 
was directed to comply with the YUB’s direction and use the forecast interest rate of 2.15% 
for each of 2017 and 2018 in its cost of debt calculations in its 2nd compliance filing.2

6. In its 2nd compliance filing dated September 23, 2019, YEC argued that the approved 
2.15% interest rate should only be applied to new debt acquired in 2017 and has applied 
for recovery of costs associated with total weighted debt costs of 2.40% for 2017 and 
2.23% for 2018 as they did in the 1st compliance filing.  

7. In response to interrogatories, YEC argues that in its Order 2018-10, the YUB approved
an interest rate of 2.15% for the new long-term debt issued in the 2017 and 2018 test years
as proposed by YEC in the original application3.  There was no specific reference provided 
as to where in its Order 2018-10 Reasons for Decision the YUB specifically said that the 

1Order 2018-10 - Reasons for Decision, page 45
2Order 2019-04: Reasons for Decision, page 2
32ne Compliance Filing - UCG-YEC-1-7
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allowed 2.15% interest rate was only associated with new debt.  UCG submits that no 
reference was provided because the reference does not exist.

8. UCG submits that following its review of the evidence on the record for this proceeding, 
the YUB decided that the cost of debt to be included in the 2017 and 2018 revenue 
requirements to be recovered through YEC’s rates would be based on an overall rate of 
2.15%.  This should be the rate used to determine the revenue requirements and the rate 
riders to be implemented by YEC. 

9. Contrary to YEC’s arguments that decisions to be made with respect to its 2nd 
compliance filing will have no impact on revenue requirements for 2017 and 2018, UCG 
submits that the proposed revenue requirements and rate riders must be reduced to reflect 
the lower allowed cost of debt.  

Low Water Reserve Fund Deferral Account

10. In its Order 2018-10 - Reasons for Decision, the YUB directed YEC to create a Low 
Water Reserve Fund (LWRF) deferral account that records the variance between actual 
thermal generation fuel costs (based on volume only) and the GRA forecast thermal 
generation fuel costs (based on volume only) that are due to changes in water conditions.  
YEC was directed to adjust the balance in the LWRF deferral account on an annual basis 
for the difference in forecast thermal generation from actual thermal generation based on 
forecast load and only adjusting for the changes in hydro generation that are a result of 
changes in water availability.  The YUB determined that YEC will take the forecast risk for 
incremental generation costs for incremental loads outside of the forecast period with the 
exception of incremental load covered by the ERA.4

11. In terms of the LWRF, the YUB has accepted that this deferral account was necessary 
because it was determined that changes in hydro generation due strictly to changes in 
water levels from forecast is a ratepayer risk.  The YUB also determined that if YEC 
accepts sales volume risk, then it accepts the risks of costs related to sales volumes such 
as generation costs to satisfy those incremental sales volumes that are beyond the test 
period or that are beyond actuals above forecast within the test period.5

12. In its Order 2019-04 – Reasons for Decision6, the YUB directed the following four steps 
be used as a guideline for the calculation of the LWRF:

Step A: Determine if actual load varies from approved forecast load.

Step B: If actual load varies from approved forecast load:

4Order 2018-10 - Reasons for Decision, pages 322-323
5Order 2019-04 - Reasons for Decision, page 7
6Order 2019-04 - Reasons for Decision, page 10



(i) Determine the actual generation up to the approved forecast load level 
then determine the actual generation the incremental load above the approved 
forecast load. The sum of the two should equal total actual generation; and
(ii) If actual load is less than forecast load, determine the actual generation 
then determine the difference between the actual generation versus the forecast 
generation.

Step C: Determine the change in thermal generation due to water condition changes 
that are different from those in the approved forecast, for the load up to the approved 
forecast level in Step B(i) or determine the changes in thermal generation due to water 
condition changes in Step B(ii).

Step D: The difference (+/-) between Step B and Step C is assigned to the LWRF.

13.This directive makes no mention about a Fixed Change Factor. It appears as this is, yet 
again, a determiner that the consultants have added to confuse. 

14.Nevertheless, YEC goes on to propose that this Fixed Change Factor be used to 
estimate the long-term average thermal generation share of any change in Yukon 
Integrated System (YIS) load from the GRA forecast YIS load.  YEC proposes that the 
Fixed Change Factor will only be updated “when required in future to address material 
changes in LTA hydro system capability due to changes in loads, installed capacity, 
licensing/permits or other factors”.7

15.For the 2nd compliance filing, YEC has proposed that thermal generation makes up 
45.4% of the load variance for 2018 and all years going forward until an unspecified 
material change in LTA hydro system capability occurs.

16.UCG submits that the YUB must establish a reporting process such that specific 
information regarding the inputs to the LWRF deferral account is reported in a clear and 
consistent manner that allows for an easy reconciliation process.

17.According to YEC’s slide presentation (page 11) at the Technical Session, changes to 
the LWRF deferral account will be based on actual thermal generation costs net of Reserve
for Injuries and Damages (RFID) charges, capital and maintenance fuel.  UCG submits that
clear directions must be given to YEC to ensure that it files enough detail regarding the 
breakdown of these thermal generation costs (diesel vs. LNG), the RFID and all capital and
maintenance fuel to ensure that updates to the LWRF deferral account are transparent and 
easily understood.  Simple references to a line number on a term sheet is not accountable.

18.Contrary to claims by YEC’s consultant during the Technical Session, the Fixed Change
Factor is not considered a simplified approach from the ratepayer perspective when using 
the term sheet gives a more accurate outcome and excludes the added stage of 
determining this Fixed Change Factor.  UCG submits that the term sheet approach appears
to be easier to understand  although all results can be heavily influenced by the black box 
operations of the YECSIM and the likely efforts made by YEC to adjust results as they see 
fit.

72nd Compliance Filing - Appendix 2.1, pages 2.1-3 – 2.1-4
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19.While YEC has changed the YECSIM model to use 35 years of historic inflows instead 
of 28, this number appears to be randomly associated with the number of years (1981 to 
2015) for which relevant water data was available when YECSIM was run for the current 
GRA forecasts.  YEC does not consider 35 years to be "optimal" number for its forecasts8 
nor does YEC provide any evidence to more fully support the number of years chosen that 
is supposed to optimize the resulting forecast.  

20. It is not clear from YEC's evidence whether the forecasts used in the current GRA could
be significantly impacted by climate change that have evolved in more recent years. 
Climate changes related to air temperature, relative humidity, wind speed and precipitation 
level (among other variables) would have a significant effect on short-term and medium-
term electricity demand.

21.Despite the lack of clarity of YEC's evidence and the questions asked about the 
YECSIM during the interrogatory process, UCG submits that it didn't help the YUB's 
deliberations to have YEC witnesses testify that they were not experts on YECSIM9.   UCG 
submits that the lack of subject experts at the hearing hampered all parties from gaining a 
“realistic” understanding of the YECSIM.

22.UCG reiterates our concern about the disclaimer by the KGS group, who created the 
YECSIM, that there is "no assurance that every conceivable aspect of the YECSIM model 
has been verified under all possible applications".  UCG is also troubled by the ongoing 
issues of not being able to easily and automatically separate diesel and LNG thermal 
generation, to adequately assess the value of uprates to existing hydro plants and changes
to the storage reservoirs, to incorporate operational decisions and corporate 
efficiencies/inefficiencies, the lack of internal expertise at YEC to address all model 
changes and issues, and the possibility of human error with respect to manual data input.

23.Another large problem that UCG continues to have with the YECSIM model is the lack 
of retrospective verification (i.e., comparing actual results with forecasts made using the 
model).  It does not make any sense to UCG that any model would be used that does not 
allow for a comparison to actual results to determine accuracy and determine whether 
model upgrades and improvements are required, especially when a specific run of this 
model is being used to establish rates for a specific year, as well as the LWRF calculations.
It is unclear, to the UCG, how the YUB can approve the continued use of the YECSIM 
model if there cannot be a comparison of actual results to the output of the YECSIM model 
and other comparable models.

24.UCG takes no solace in the recommendations made by the YEC’s InterGroup 
consultant related to the YECSIM model.  Mr. Osler testified that InterGroup doesn't do nor 
do they have the expertise to use or evaluate hydroelectric models and then made the 
declaration that he is "personally satisfied" that the YECSIM model is consistent with 
models that have been determined to be reasonable to use in other jurisdictions.   A 
declaration such as this carries absolutely no weight when it comes to determining the 
value of continuing to use the YECSIM model but does help to illustrate the fact that 
outsourced consultants believe that they can qualify themselves to be experts in areas in 

8UCG-YEC-2-8
9Transcript, Volume 1 – June 26, 2018, page 88 (lines 3-6) and page 95 (lines 10-16)



which they have no expertise.  UCG submits that this only confuses fact and fiction being 
used to influence the position and determinations of the YUB.

25.UCG notes that, even though InterGroup does not have any expertise to use or 
evaluate hydroelectric models such as YECSIM, two of their staff attended the Technical 
Session related to the 2nd Compliance Filing in person (while other participants attended by 
the cheaper teleconference alternative).  UCG submits that this is another example where 
sole-sourced consultants are being paid to simply occupy chairs rather than add to the 
education of the YUB and intervenors.

26.UCG is disappointed that it remains unclear how YEC's 2018 generation forecasts 
compare to actuals to date and forecasts for the remaining months of the year.  Given the 
lateness of their submissions, YEC has now put the YUB and intervenors in a position of 
trying to determine whether YEC should live with original forecasts, updated forecasts or 
whether ratepayers should be asked to pay the costs that were actually incurred.  UCG 
submits that this is not the proper way for a regulatory process to be undertaken. 

27.YEC admits in response to YUB-YEC-1-7 in this proceeding that Removal of the Fixed 
Change Factor and resumed use of a Term Sheet Table would increase the LTA thermal 
generation estimate used at the actual 2018 generation load, from 28.464 GWh in the 
Compliance Filing to 31.295 GWh and that a higher LTA thermal generation at actual load 
for 2018 would reduce the LWRF payment to YEC related to water conditions being less 
than LTA.  UCG does not understand why this should be considered a disadvantage to 
using the Term Sheet Table instead of using an estimated Fixed Change Factor that is 
based solely on the interpretive calculations of YEC’s consultant.

28.UCG submits that the YUB needs to take a stronger role in determining what is best for 
Yukon ratepayers.  Given the access that the YUB has to technical expertise, UCG submits
that it is overdue for the YUB to establish their own deferral account model to be used to 
pioneer reconciliation of the forecasting methods used by the YEC, if we wish to continue 
with the current regulatory methodology.  UCG further recommends that the YUB manage 
this portfolio. 

General Comments

Procedural Process

29.UCG submits that some of the processes used by the YUB are not consistently applied 
from application to application and are not fair nor equitable to all stakeholders.

30.As an example, the procedural schedules for the 2017/2018 revenue requirements 
application (Orders 2017-04, 2018-01, 2018-02, 2018-03) all included a provision for all 
parties to submit argument and reply argument.  This gave all parties an opportunity to 
identify representations within arguments submitted by other parties that may not be as 
robust nor accurate as they need to be in order to be useful to the YUB’s deliberations.  In 
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the reviews of YEC’s 1st and 2nd compliance filings, only YEC has been given an opportunity
to provide reply argument.

31.Without allowing other stakeholders to submit reply arguments, the YUB is foregoing 
assistance in review YEC’s submissions.  For example, during the review of YEC’s 1st 
compliance filing, both AEY and UCG submitted arguments regarding forecasting methods 
and models being utilized by YEC as well as how the newest YECSIM model is frequently 
misrepresented by YEC and its consultants.

32. In the first instance, YEC’s reply argument stated that “contrary to AEY and UCG 
assertions, there were no “models” used in the LWRF method”.10  UCG submits that YEC 
has identified many times that the YECSIM model was used to determine the long-term 
average historical data based on generation forecasts that make assumptions about water 
conditions.  On page 8 of the slide presentation of the technical session related to the 2nd 
compliance filing, it was again made apparent that the YECSIM model determines the 
LWRF term sheet.11 

33. In the second instance, YEC’s reply argument claims: that UCG assertion that YEC’s 
consultants tinker with the outcomes and illustrations, of not only the YECSIM model but all 
other models used prior, “is false representation by the UCG.” 12 UCG submits that if this is 
a false representation, then why is YEC’s consultants always answering questions on 
behalf of YEC staff, with their own interpretation of the model results?  If YEC’s consultants 
are not required to continually provide illustrative examples and comments (e.g., at the 
technical conference), why are they needed to at these stakeholder sessions to add 
confusion to the issues at hand?  The same holds true with the applications filed by a 
consultant firm, on YEC's behalf,  which are not presented in a user-friendly format and 
usually contain unnecessarily duplicative or illustrative evidence that lead to ongoing 
muddiness on what YEC is actually doing and proposing.  The consultants then have to 
come in and explain the application smorgasbord which increases the cost of regulation.

34.UCG submits that it not fair to stakeholders to be prevented from making submissions 
on the arguments that YEC makes that are contradicted by the evidence on the record.  It 
is also not fair during oral hearings for YEC’s consultant to continue to fill the record with 
confusing anecdotes and misdirection, while intervenors are reprimanded for trying to put 
issues on a level that is understandable to the common ratepayers.  To UCG, these are 
clear misrepresentation of natural justice and a colonial attitude allowing outside 
consultants to continue telling the Yukon how to do business.

Necessity for Consistent Methods and Future Rate Hearings

35. In its latest decision from the 2nd   Compliance Filing,    UCG’s motion to get the most 
current information on the record for  this particular proceeding, the YUB agreed with YEC 
that additional information is not required.   Yet, the YUB stated in prior process that it 
expects: “to receive the most up-to-date information during an application review 

10 Yukon Energy reply argument, Compliance Filing, May 1st, 2019, page 7

11 Yukon Energy 2017-18 GRA Technical Session, Slide Presentation for October 8, 2019; page 8

12 Yukon Energy reply argument, Compliance Filing, May 1st, 2019, page 7



proceeding and for utilities to bring evidence of increasing or decreasing costs during a 
proceeding as it becomes available.”13   At this particular time,  the YUB fixed that actual 
results for 2017 were appropriate for determining final rates to be charged to ratepayers, 
yet the YUB has determined that it does not need actual results for 2018 (which was 
completed 10 months ago) in order to determine cost-based rates for 2018.  The YUB 
decision to use actual results for 2017 resulted in a windfall for the YEC, i.e. an increase of 
$3.539 million14 to the revenue requirement, all while the YEC Utility Income and Rate of 
Return statement to the Board in March of 2018 15 , which used the application forecast 
revenue requirement numbers,  indicated that the YEC would be earning a return of 8.72% 
(already greater than the Board approved 8.65%). Our question is: How much did the 
YEC actually earn on its return for 2017using these actual results?

36.Although YEC has argued that it bears forecast risk and is relying on the test year 
forecasts as filed in June 2017, except for the update required to incorporate the wholesale 
forecasts for 2017 as approved by Order 2017-01, the YUB appears to change its position 
on whether it should rely on actual operating results for one year and not for another.  

37.This inconsistency is the tragic result for the allowance of YEC to submit an application 
half way though the 2017 test year and still dealing with the 2018 test year well within 2019.
It appears to the UCG that the Board, instead of reprimanding the utility for such regulatory 
delay, gave them a bonus. 

38.UCG again submits that delaying applications until half way into a test year is not a 
standard approach for a public utility in other Canadian jurisdictions from a regulatory 
perspective.  

39. In response to an interrogatory in this current proceeding16, YEC indicated that it is 
currently planning to file a 2019 / 2020 General Rate Application and that it had no plans to 
file a cost allocation study at this time.

40.UCG submits that we are now into the 11th month of 2019 and it is more than obvious 
that this is too late, unless they want to make a simple immediate adjustment to lower other
ratepayer rates due to the mine/industrial load scenario.  

Mitigation Efforts
 

41.UCG submits that YEC and the YUB are out of touch with what its' customers consider 
affordable when it comes to the cost of electricity.  The longer term impact of a series of 
rate adjustments during a year can be significant.  UCG submits that YEC should be 
directed to not only address bill mitigation but to develop and implement a policy as part of 
the next GRA proceedings.

13 Board Order 2018-10,  Appendix A Reasons, page 17

14 YUB Appendix A to Board Order 2018-10 Reasons p. 18 table 4 and line item 86. 

15 2017 Regulatory Filing Yukon Energy Corporation Utility Income and Rate of Return, March 2018, page 1

16UCG-YEC-1-14
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42.Despite the fact that affordability has always been an important issue in the Yukon, YEC
has not provided any evidence that it is currently working with any other agencies or 
government to address the needs of low income Yukoners, nor does YEC appear aware 
that utility- based low income assistance programs exist in other jurisdictions.

43. In its 2nd compliance filing, YEC proclaims that they are “proposing a two-year interim 
true-up rate period in order to mitigate the impact of true-up riders.”17  UCG submits that all 
this does is extend the pain to ratepayers.  

44. It is clear to the UCG that YEC and the YUB have another option in front of them, if they
have the moral compass to do so.  We know from news coverage and releases that YEC is 
now receiving an extra $10 million per year in revenues from the Victoria Gold mining 
operations coming online.18  We also know that the Minto mine (now Pembridge 
Resources) is back online and that milling operations have commenced and the mine has 
already poured its first concentrate.19 

45.This means that YEC is getting even more revenues from the mining / industrial sector.  
UCG submits that it is unclear whether all of this newest mining / industrial sector 
(Pembridge) load qualifies for the industrial rate or whether they are paying general service 
rates.  This is the kind of information that YEC could have provided at the technical 
session, as they already knew Minto was back on-line,  along with information related to the
additional revenues from these mining customers for which they did not divulge in the IR 
process nor at the sessions when UCG asked about isolating mine loads. 

46.UCG submits that common sense and regulatory principles dictate that when revenues 
increase from one sector of ratepayers, then all the other ratepayers should get a rate 
decrease since revenue requirements have already been set (i.e. 2019 is also a non test 
year).  A proper sharing of the benefits of industrial loads would help protect residential 
customers from this large rate increases represented in the proposed rate riders at the 
hardest time of the year for many ratepayers.  If the YUB has the will to do this, then they 
can finally take a proactive approach to regulatory rate making.  

All of which is respectfully submitted this 1st day of November, 2019.

Roger Rondeau 
UCG Representative

17 UCG-YEC-1- 11 , YEC IR response, p. 3 c and d, lines 31-34

18 CBC News, Interview with YEC CEO Andrew Hall, “Yukon Mine would require $100M worth of electricity”, 
November 17, 2017

19 Pembridge Resources News Release, KITCO News, 


