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OVERVIEW 

On February 25, 2019, Yukon Energy Corporation (“Yukon Energy” or “YEC”) filed with the 
Board its Compliance Filing regarding the 2017/18 General Rate Application (“GRA”) and Board 
Order 2018-10. On March 18, 2019, the Yukon Utilities Board (“YUB” or the “Board”) issued 
Order 2019-01 setting a process for Compliance Filing review with interrogatories (IRs) to Yukon 
Energy as well as Intervenor Argument (April 19, 2019) and YEC Reply (May 1, 2019).  

SUMMARY OF INTERVENOR ARGUMENTS 

Final arguments with regard to Yukon Energy’s 2017/18 GRA Compliance Filing (the 
“Compliance Filing”) were provided by ATCO Electric Yukon (“AEY”), City of Whitehorse 
(“CW”), and Utilities Consumers’ Group (“UCG”).  

In summary, key issues raised by each intervenor are as follows:  

 AEY’s argument focuses on the Low Water Reserve Fund (“LWRF”) and the Energy 
Reconciliation Adjustment (“ERA”). AEY asserts these mechanisms “remain overly 
complex …increasing regulatory burden”, “are based on forecasts from an untestable 
YECSIM model” and result in “unpredictable, retroactive rate adjustments that could be 
material.”1 AEY also asserts that concerns that it raised in argument previously “have not 
been addressed by YEC’s compliance filing, and AEY does not believe YEC has adequately 
complied with Board Order 2018-10.”2   AEY further requests3: 

(1) YEC be directed to revisit how the LWRF and ERA models can be simplified; 
(2) YEC identify the alternative models that were looked at; and  
(3) Forecast thermal amounts be based on a single thermal generation forecast at a 

single load level. 
 

 CW’s Argument focuses on three separate issues: (1) concerns related to the complexity 
of the LWRF; (2) concerns regarding the “disconnect between revenues and costs”;4 and 
(3) concerns related to the quantum of the risk premium approved by the Board in Order 
2018-105.  Of the issues raised, only the first is directly relevant to the Compliance Filing. 

                                                 
1 AEY Argument, page 1 paragraph 2. 
2 AEY Argument, page 1, paragraph 2. 
3 AEY Argument, page 3, paragraph 9. 
4 CW notes at page 1-2 paragraph 6 that it “is concerned that the revenue derived from wholesale sales to ATCO Electric 
Yukon (AEY) are subsidizing the costs of other customers, which results in the customers in Whitehorse subsidizing 
customers outside of Whitehorse.” CW argues at page 3, paragraph 12 that “Given the elapsed time since the last Phase 
II Decision, and the real possibility that changes in costs and loads may have resulted in current rates no longer being 
cost based,…..parties, including the Board and YEC should consider taking reasonable steps with the Territorial 
Government to request an Order In Council amendment to allow for a joint Phase II application in conjunction with the 
next YEC and AEY GRAs.” 
5 CW notes at page 3, paragraphs 13 and 14 that “extensive use of deferral accounts by YEC should result in a reduced 
risk premium”, that CW appreciates the Board’s decision in Order 2018-10 to approve a 45 basis risk premium, and notes 
that it intends to pursue this concern in future applications. 
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The other issues raised relate to Phase 2 matters that are not within the scope of the 
2017/18 GRA or the Compliance Filing; or relate to matters already determined by the 
Board in Order 2018-10 (i.e., Yukon Energy’s approved ROE).   

 
 UCG’s argument focuses on: (1) utility operating risk and water management decisions of 

Yukon Energy regarding the Whitehorse Unit #4 Overhaul in 2017; (2) assertions that 
Board directives in Order 2018-10 regarding the LWRF were not implemented by YEC6; 
and (3) assertions that the LWRF remains complex and is not well understood by the 
Board or intervenors (UCG does not accept the Fixed Change Factor as being responsive 
to the Board’s directions in this regard). UCG appears to recommend that a short-term 
forecast be implemented for 2018 as opposed to a long-term average forecast7. 

 
Overall, intervenor arguments focused primarily on implementation of the LWRF, and did not 
address, or comment on, other areas of YEC’s Compliance Filing. The two additional issues raised 
by CW in its argument (i.e., factors that prevent undertaking a Phase 2 proceeding at this time; 
and Yukon Energy’s approved ROE per Order 2018-10) are outside the scope of the Compliance 
Filing and consequently will not be addressed further.  
 
FUNDAMENTALS UNDERPINNING THE LWRF  
 
Given intervenor focus on the LWRF, it is important at the outset to re-iterate four fundamentals 
underpinning for the LWRF deferral account and its operation at each year end: 
 

1. Ratepayers to bear water availability risks  
 
The Board has determined that ratepayers bear the risk for variances in thermal fuel 
generation due to water levels varying from GRA forecasts. The LWRF’s purpose is 
therefore to provide a deferral account whereby ratepayers bear the risk for variances in 
thermal fuel generation cost forecasting due to water conditions varying from GRA 
forecasts.8  

                                                 
6 In this regard UCG references directives #27, #28, #29 and #31 as not being implemented. 
7 UCG notes at page 6 of its Argument “to determine forecast hydro supply each year, the YEC has to determine the level 
of water systems at the time forecasts are being prepared, the company then uses the hydrologist report for water 
conditions and projected inflows during that year as well as the Yukon Snow Survey Bulletin & Water Supply Forecast 
available each spring. Only then can they more accurately forecast and assess the amount of hydro generation and thus 
the required amount of diesel generation. The YEC does not need a plethora of forecasting models which are proven not 
to work, untestable and add complexities that are unwarranted.” 
8 Paragraph 318 of Appendix A to Board Order 2018-10 states (emphasis added): “…a utility should neither make a 
profit nor suffer a loss from variance in forecasting due to water levels. The Board considers that the risk of 
low water conditions, with respect to added costs for thermal generation, should be borne by ratepayers.” 
Paragraph 319 states: “Given the isolated nature of the Yukon environment, the ramifications that low water events can 
have on electricity prices and the need to mitigate those impacts, the Board finds that a DCF-type of mechanism is 
required. The Board agrees with YEC submissions that in Yukon the risks related strictly to low water events have 
been borne by ratepayers. No evidence has been provided in this proceeding to change the Board’s view that 
ratepayers bear this risk.”  
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2. Long-term average (LTA) water conditions used for GRA Thermal Generation 
Forecast 
 
Yukon Energy’s 2018 GRA thermal generation forecast reflects the long-term average 
(LTA) water conditions set out in the Compliance Filing’s Table 2.4-1 for the 2018 load 
and grid conditions.  
 

3. LWRF determines Year end variance from GRA LTA Thermal Generation 
Forecast  
 
Actual thermal generation variances at year end for the LWRF must be assessed relative 
to the thermal generation forecast approved by the Board in the GRA using the water 
conditions assumed for that forecast.  
 

4. Year end water-related risk = Actual Thermal Generation less LTA Thermal 
Generation at Actual Load  
 
Water-related thermal generation fuel cost risk for each year requires determination of 
two factors:9 
 

a. Actual thermal generation for the year’s actual load10; less 
b. LTA thermal generation required at the actual load (i.e., thermal generation 

determined using the GRA approved LTA water conditions for a load equal to the 
actual load).  

 
Based on these LWRF fundamentals, the proposed LWRF recovers the variance between actual 
thermal generation fuel costs (based on volume) and GRA forecast thermal generation costs 
(based on volume) that are due to changes in water conditions/ availability.11  

                                                 
9 See Compliance Filing, Table 2.1-1, line 9. 
10 “Actual thermal generation” is actual net of RFID, capital and maintenance requirements. 
11 Paragraph 321 of Appendix A to Board Order 2018-10 states (emphasis added): “…the Board directs YEC to create 
a 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.” Paragraph 322 states (emphasis added): “The difference between the directed deferral 
account above and YEC’s proposed DCF is that the deferral account will be adjusted for those variances between 
approved forecast and actual, not modelled, results. In other words, the deferral account will be adjusted for 
changes in hydro generation that are a result of changes in water availability.” 
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YUKON ENERGY REPLY  

Yukon Energy’s reply focuses on points raised in intervenor argument regarding the LWRF.   
 
In summary, Yukon Energy notes as follows regarding the arguments raised by Intervenors:  
 

1. The Yukon Energy LWRF proposal is fully compliant with Board Order 2018-10 and, in 
particular, directives #27 to #31.  
 

2. Intervenor arguments regarding the LWRF are not helpful as they either provide no 
guidance to the Board regarding the LWRF, or propose simplifications or changes to the 
LWRF that are not compliant with directives outlined in Order 2018-10. 
 

3. Intervenor arguments include errors regarding the description of the proposed LWRF are 
not helpful to the Board and should be ignored.  
 

Each of these matters is addressed in further detail below.  

1.  LWRF PROPOSAL IS FULLY COMPLIANT WITH BOARD ORDER 2018-10 

Each intervenor asserts that Yukon Energy’s LWRF proposal is not compliant with directives in 
Order 2018-10.  
 

 AEY asserts that the following elements of Board Order 2018-10 have not been met: 
o “the Application does not comply with the requirement  for a simpler mechanism 

found in paragraph 320 of Board Order 2018-10”12; AEY requests that YEC be 
directed “to revisit how the LWRF and ERA models can be simplified” and to 
“identify the alternative models that were looked at”.13 

o “it is unclear whether the proposed approach by YEC complies with the direction 
of the Board” noting that Board Order 2018-10 specifically “directs YEC to create 
a deferral account that records the variance between actual generation fuel costs 
and the GRA forecast thermal generation fuel costs”;14 AEY requests that 
“forecast thermal amounts be based on a single thermal generation forecasts 
[sic] at a single load level.”15 

o “it is unclear whether the proposed mechanisms comply with paragraph 322 
which requires ‘variances between approved forecast and actual, not modelled 
results’.”16 

                                                 
12 AEY Argument, page 2, paragraph 5 
13 AEY Argument, page 3, paragraph 9. 
14 AEY Argument, page 2-3, paragraph 7. 
15 AEY Argument, page 3, paragraph 9. 
16 AEY Argument, page 3, paragraph 7. 
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 UCG notes that the following elements of directives #27 to 29 and #31 have not been 

met17:  
o “Factors such as equipment failure, force majeure, capital or planned 

maintenance events are not to be included in the calculations of the deferral 
account.” 

o “YEC is directed, in its compliance filing, to explain the method it will use to 
determine the variance in hydro generation due to water availability.” 

o “YEC will take the forecast risk for incremental loads outside of the forecast 
period.” 

o “YEC is directed in its compliance filing to this decision to provide further details 
on how this LWRF will operate.” 
 

 CW simply notes that “the Board provided direction to Yukon Energy Corporation (“YEC”) 
aimed at simplifying the mechanism” and “further simplification and clarity is still 
required.”18 

 
Yukon Energy Reply 
 
Yukon Energy strongly disagrees with assertions that its LWRF proposal was not compliant with 
the Board’s directives in Order 2018-10 regarding the LWRF. Appendix 2.1 of the Compliance 
Filing reviews in detail the Board directions related to the LWRF and how Yukon Energy has 
revised the LWRF Term Sheet (Attachment 2.1-1 of the Compliance Filing) to ensure consistency 
with all of the Board’s directions. Yukon Energy has also responded to a number of information 
requests regarding the changes to the LWRF and compliance with related Board directions.  
 
Specific elements of intervenor arguments on the matter of compliance are each reviewed 
separately below. 
 
Compliance with stated LWRF Purpose – Ratepayers to bear Water Availability Risks 
 
Each intervenor argues that the LWRF proposed in the Compliance Filing fails to simplify this 
deferral account as directed by the Board. Each of these arguments fail, however, to address the 
Board’s directives as to the LWRF’s purpose and fundamentals.  
 
Intervenor calls for “simplifications” ignore the necessity to analyse change in load for water 
impacts and provides no alternative solution to the Board to ensure these risks are appropriately 
measured and accounted for. Accordingly, these arguments are without merit absent specific 

                                                 
17 UCG Argument page 4. 
18 CW Argument, page 1, paragraphs 3 and 4. 
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alternative proposals to comply with the LWRF’s fundamentals (Part 2 of this Reply addresses any 
such proposals). 
 
The LWRF Complies with Board directions to adjust Actual Thermal Generation 
 
UCG asserts that the proposed LWRF does not comply with the Board direction that factors such 
as equipment failure, force majeure, capital or planned maintenance events are not to be 
included in the calculations of the deferral account.19 This assertion is without merit, and should 
be dismissed by the Board. 
 
As in Table 2.1-2 and 2.1-3 of the Compliance Filing as well as Attachment 1 of the LWRF Annual 
Report (provided as Appendix 2.2 of the Compliance Filing)20, factors such as equipment failure, 
RFID events, capital and planned maintenance events are accounted for and actual thermal 
generation related to these factors is not included in the LWRF. Actual thermal generation 
amounts will be reported on in each year end annual report from the LWRF – the Board and 
intervenors are able to review actual results each year to ensure that factors such as equipment 
failure, RFID events and capital and planned maintenance results are being appropriately 
accounted for. 
 
LWRF details method to determine Thermal Generation Variance Due to Water 
Availability   
 
UCG and AEY each assert that the Compliance Filing fails to explain the method that the LWRF 
will use to determine the variance in hydro generation due to water availability in compliance 
with Board directions. This assertion is without merit, and should be dismissed by the Board. 
 
The Compliance Filing, as well as responses to subsequent IRs, detail at considerable length the 
method proposed to determine thermal generation variance at year end, and how that method 
complies with the directions of the Board.  
 

 In compliance with Board directions in paragraphs 318-319, the change in load from 
forecast to actual is analyzed in the proposed LWRF to determine how much of the actual 
thermal generation relates to changes in load from the GRA forecast (which is a risk 
borne by the utility) and how much of actual thermal generation relates to changes in 
water conditions from the GRA LTA forecast (which is a risk borne by ratepayers).  
 

                                                 
19 UCG Argument, Page 4-5. 
20 Attachment 1 provides LWRF Calculations and Balance Updates for 2017 and 2018. Line L7a notes YEC Diesel/LNG 
charged to capital, RFID and maintenance.  Line L17 notes Actual YEC Net Thermal Generation (net of capital RFID and 
maintenance thermal). 
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o Thermal generation change driven by changes in water conditions are isolated 
from thermal generation change driven by changes in load in order to ensure 
that water-related risk and load related risk are appropriately assigned.  
 

o Yukon Energy continues to bear risks related to load changes that are not 
otherwise addressed by the ERA (2018 actual compared to forecast and any non-
test year changes from GRA-approved forecast).21 

 
 Yukon Energy has explained in detail in Appendix 2.1, and in responses to information 

requests22, the proposed LWRF method for separating and accounting for thermal 
generation related to changes in load from thermal generation related to changes in 
water availability.  
 

o Contrary to AEY assertions, there are no “models” used in the proposed LWRF 
method. 
 

o As reviewed in response to YUB-YEC-1-13, load versus water condition change 
impacts on thermal generation are separated by a four step process – and the 
second step determines LTA thermal generation (i.e., thermal generation 
assuming the same water availability as used for the approved GRA thermal 
generation forecast) at the actual system firm generation (adjusted to remove 
generation for RFID, capital projects, and maintenance). 

 
o This critical second step is accomplished using tables and procedures approved 

by the Board in the GRA, i.e., there is no need to have new model results or 
runs.  

 
 This second step (i.e., identifying change in thermal generation due to changes in water 

availability) has also been simplified in the Compliance Filing (compared to the DCF), in 
compliance with Board directions, by using a Fixed Change Factor.  

o Absent use of the Fixed Change Factor, the only options to ensure that only 
thermal generation related to water conditions is included in the LWRF are (a) 
performing a new model run at the actual YIS grid load, (b) going back to use of 
the LWRF Term Sheet table similar to Table 2.1-4 in the Compliance Filing.23  

                                                 
21 See response to YUB-YEC-1-21; as well as YUB-YEC-1-1; YUB-YEC-1-13, YUB-YEC-1-14, YUB-YEC-1-17 and 
YUB-YEC-1-20. 
22 YUB-YEC-1-13 reviews how thermal changes due to overall YIS load changes are separated from thermal generation 
changes due to changes in water conditions; and sets out the steps necessary to isolate thermal generation changes due 
to changes water conditions. The response reviews three potential approaches that can be used to identify, determine 
and account for LTA hydro and thermal generation changes from forecast that are due to changes in load versus changes 
in water conditions. The Fixed Change Factor is proposed in the LWRF (in response to the Board’s directions) as a 
simplification in this required step. An example calculation details how the Fixed Change Factor works. See also YUB-
YEC-1-17 and YUB-YEC-1-20. 
23 See YUB-YEC-1-14(b) and YUB-YEC-1-17. YUB-YEC-1-13 reviewed the alternatives to the Fixed Change Factor. 
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o This simplification removes any ongoing need to reference a LWRF Term Sheet 
Table. Yukon Energy has clarified that this does not require that any new model 
runs be undertaken after the GRA decision of the Board.24  
 

o The Fixed Change Factor can be reviewed by the Board and intervenors at each 
GRA proceeding and would remain fixed until the next General Rate Application 
(unless an update is required to address material changes in LTA hydro system 
capability due to changes in loads, installed capacity licensing/ permits or other 
factors).25 

 
Actual Loads required to determine Thermal Cost variance due to Water Availability  
 
AEY’s argument raised confusing positions regarding the loads and forecasts to be used for the 
LWRF, and IRs from the Board raised an option of limiting LWRF determinations only to forecast 
load levels. The proposed LWRF complies with the Board’s overall direction that ratepayers bear 
the thermal generation cost risks related to water availability, and accordingly the LWRF 
determinations are based on actual loads and the GRA forecast thermal generation. 

 
 In response to Board questions about limiting the LWRF assessment only to the forecast 

level of load (i.e., capping the LWRF at the 2018 forecast generation load), Yukon Energy 
notes in YUB-YEC-1-14 and YUB-YEC-1-17 (as well as in YUB-YEC-1-20 and YUB-YEC-1-
21) that there is no basis to estimate what the actual thermal generation related to 
changes in water conditions would have been using only the forecast load.  
 

o Actual thermal generation relevant to LWRF determinations (i.e., after removal of 
thermal generation for RFID, capital projects, and maintenance) reflects both 
actual load and actual water conditions. 
 

o Yukon Energy notes in response to these IRs that any attempt at isolating water-
related changes for the LWRF only to the forecast GRA load would result in YEC 
(and AEY in the case of ERA impacts) bearing water related thermal generation 
cost changes that are associated with changes in loads from the approved 
forecast. This outcome would not comply with Board directions (as noted in YUB-

                                                 
24 YUB-YEC-1-14(b) explains in detail how the LWRF and Fixed Change Factor simplification comply with Board 
directives provided at paragraph 321 through 323, and notes that LWRF impacts from water condition changes are 
determined for actual thermal generation by comparing actual thermal generation to LTA thermal generation at actual 
load: “absent new model analysis, there is no basis to estimate what the actual thermal generation would have been with 
only the forecast load.”  Having LWRF determinations based only on the forecast load would result in YEC (and AEY in the 
case of ERA impacts) bearing water related thermal generation cost changes that are associated with changes in loads 
from the approved forecast, would not comply with the Board’s directions in paragraphs 321 and 322, and would not be 
in accordance with normal principles established in Canada for utilities. 
25 AEY-YEC-1-5 notes, whether as part of a GRA or a separate proceeding, the change in the Fixed Change Factor would 
be subject to review and approval by the YUB. YUB-YEC-1-15 reviews changes that could require Board review and 
approval of an update to the Fixed Change Factor. 
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YEC-1-14) in paragraphs 321 and 322 of Board Order 2018-10, or be in 
accordance with normal principles established in Canada for utilities as required 
by OIC 1995/90. 

 
o Accordingly, determination of thermal generation cost variance due to water 

conditions/ availability must be based on actual loads.   
 
LWRF results in YEC bearing load risk outside the forecast period 
 
UCG asserts that the proposed LWRF fails to comply with Board direction (paragraph 323) that 
YEC take the forecast risk for incremental generation costs for incremental loads outside of the 
forecast period (except for ERA-covered incremental load). This assertion is without merit, and 
should be dismissed by the Board. 
 
Yukon Energy has proposed a LWRF that separates, for each year end (including years outside 
the GRA test years) risks related to water availability (to be borne by ratepayers) from risks 
related to load changes (to be borne by the utilities). 

 Yukon Energy addressed this question in response to YUB-YEC-1-14(b) and (c), noting 
that the proposed LWRF complies with Board directions in paragraphs 321 and 322: 
 

o Only thermal generation changes related to changes in water availability are 
addressed by the LWRF as risks borne by ratepayers (as required by these Board 
directions); 
 

o YEC (or AEY as regards the ERA) continues to bear the full forecast risk for 
incremental generation costs due only to incremental loads (both inside and 
outside the GRA test years). 
 

 Yukon Energy reviewed in response to YUB-YEC-1-1 the basis for risk allocation between 
ratepayers and the utilities, noting that there is no basis as regards water availability 
risks for distinguishing test years from non test years. 
 

Models are not used for LWRF Year-End Determinations 
 
AEY asserts that the functionality of the LWRF and ERA is premised on the “untestable YECSIM 
model, as shown in Table 2.1-4” and that “modeled results” are relied upon for the LWRF. This 
assertion is without merit, and should be dismissed by the Board.26 “Testability” of YECSIM has 
no bearing on the LWRF or ERA – YECSIM’s use is confined to the GRA forecasts that AEY is not 
asking to be changed. No new model results are used for LWRF determinations. 
 

                                                 
26 AEY Argument, page 2, paragraph 6. 



Yukon Energy 2017/2018 General Rate Application 
Compliance Filing 
Yukon Energy Reply Argument  May 1, 2019 

 Page 10 

YECSIM is used to develop Table 2.4-1 that is used for the 2018 GRA hydro and thermal 
generation forecast that the Board approves, and for establishing the Fixed Change Factor that 
the Board is also asked to approve. Once approved, this Fixed Change Factor is used in all year 
end determinations and cannot be changed by the utility until and unless the Board approves a 
change. YECSIM is not used or rerun for LWRF year-end determinations after the Compliance 
Filing is approved. 
 
The 2018 Thermal Generation Forecast Complies with Board Directions 
 
Intervenor arguments do not address the 2018 thermal generation forecast that constitutes a 
foundational element for LWRF compliance with Board directions, i.e., actual thermal generation 
variances for the LWRF must be assessed relative to the approved GRA thermal generation 
forecast and the water conditions assumed for that forecast.  
 
In summary, the proposed LWRF operates as required at year end in the context of the Board’s 
approved GRA forecasts, with 2018 being the first year of LWRF activity to address year-end 
variances between actual and forecast thermal generation costs.  
 

 Yukon Energy in YUB-YEC-1-2 has reviewed the hydro and thermal generation forecasts 
for 2018 included in the Compliance Filing, and detailed how these forecasts adhere to 
the Board’s directions, and are the most reasonable and accurate forecasts available for 
the 2018 test year. The thermal generation forecast is based on long-term average (LTA) 
water availability and hydro generation, as reflected in Table 2.4-1 for load forecasts 
based on 2018 load and grid conditions. 
 

 YUB-YEC-1-3 (b) and YUB-YEC-1-12 review the 90:10 LNG: Diesel fuel mix ratio used for 
the purpose of the GRA forecast and for determining transfers into and out of the LWRF 
at year end, and note that this Compliance Filing proposal is consistent with the GRA 
application and YEC’s evidence during the proceeding. 

 
Summary: LWRF Complies fully with Board Directions 
 
In summary, the LWRF proposal fully addresses each of the Board’s directions, and balances the 
need for simplicity against the specific requirement (as outlined in the Board’s directions) for the 
LWRF to separate thermal generation related to changes in load from thermal generation related 
to changes in water conditions. As noted in the section that follows, intervenor proposals ignore 
and fail to address this fundamental requirement outlined in Order 2018-10.  

2. INTERVENOR ARGUMENTS REGARDING THE LWRF ARE NOT HELPFUL  

Intervenor arguments regarding the LWRF are not helpful to the Board in that they either provide 
no guidance regarding requirements to address any specific issues or concerns, or provide 
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recommendations that do not comply with the specific directions provided by the Board in Order 
2018-10.  
 

 CW’s argument regarding the undue complexity of the ERA and LWRF is very brief and 
simply notes that “further simplification and clarity is still required”27. CW provides 
absolutely nothing helpful in terms of what needs to be simplified or clarified. This is not 
helpful to the Board, or to other parties, and should be ignored. 
 

 AEY’s argument seeks Board direction for YEC to revisit how the LWRF and ERA models 
can be simplified; identify the alternative models considered; and forecast thermal 
amounts based on a single thermal generation forecast at a single load level. AEY’s 
argument and recommendations ignore key elements of the Compliance Filing and 
subsequent IR responses, or are not compliant with Board Order 2018-10. As such, AEY’s 
argument and recommendations are without merit, and should be dismissed by the 
Board. The following are specifically noted:  
 

o Recommendation to use a single thermal forecast at a single grid load: 
AEY has proposed that “forecast thermal amounts be based on a single thermal 
generation forecasts at a single load level”28 as a method to “reduce the 
complexity” and “promote better, more straightforward variance explanations of 
the deferral account”.29 AEY’s recommendation, on its surface, appears to 
suggest that the LWRF ignore any change in load or thermal generation – which 
begs entirely any purpose for the LWRF. Overall, AEY simply ignores the 
requirement (as directed by the Board in Order 2018-10 at paragraph 321) for 
the LWRF mechanism to separate out thermal generation related to load 
change from thermal generation related to changes in water variability. This 
does not comply with the Board’s other directions in Order 2018-10 and is not in 
accordance with normal principles established in Canada for utilities. As such, 
AEY’s recommendation in this regard should be ignored. 
 

o Recommendation to simplify: As previously stated, simplification cannot be 
proposed that fails to comply with other directives of the Board. AEY’s proposed 
simplification appears at most to be limited to its recommendation to use a single 
thermal forecast at a single grid load – which, as reviewed above, fails to comply 
with the Board’s direction to ensure that thermal generation due to load is 
separated from thermal generation due to water variability and that the LWRF 

                                                 
27 CW notes in its argument at page 1, paragraph 4 it has “reviewed the IR responses from YEC to AEY with respect to 
efforts to simplify what is now the LWRF, and submits that further simplification and clarity is still required. The City 
submits that the same remains true for the ERA.” 
28 AEY Argument, page 3, paragraph 9. 
29 AEY Argument, page 3, paragraph 7. 
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track and address thermal generation due to changes in water conditions.30 
AEY’s recommendation also fails to consider the key simplification introduced into 
the LWRF (the Fixed Change Factor). In contrast, the approach adopted by YEC 
balances simplification (through implementing the Fixed Change Factor) with 
ensuring compliance with the Board’s Order and with the overriding purpose of 
the LWRF. AEY’s comments here are not helpful, result in non-compliance with 
Board direction provided at paragraphs 318 through 323 of Order 2018-10 and 
should be ignored. 
 

o Recommendation to identify further alternative models: AEY’s 
recommendation to identify further alternative models seeks to re-open prior 
discussions that the Board has resolved, and is without merit and should be 
ignored. AEY ignores the alternatives to the Fixed Change Factor that YEC 
examined (see YUB-YEC-13(a)) to separate thermal cost variances due to 
changes in load versus changes in water conditions (as required by Board Order 
2018-10). AEY’s recommendation also ignores the extensive prior discussions 
related to both the DCF and the ERA in the 2012/13 GRA, the 2014 DCF-ERA 
Proceeding, and the 2017/18 GRA (which included the Two-Part ERA Proposal). 
In the 2014 DCF-ERA Proceeding, YEC and AEY each advanced for Board 
consideration separate approaches to the DCF and ERA mechanisms. The 
proposals were rigorously tested through interrogatories and the Board made its 
determinations regarding each recommended approach in Order 2015-01.31 As 
directed in Order 2018-10, the LWRF’s purpose is to provide a deferral account 
whereby ratepayers bear the risk for variances in forecasting due to water levels 
– and alternatives to this purpose do not merit revisiting.   
 

 UCG’s appears to assume, or be recommending, that YEC should use a short-term 
forecast for determining forecast hydro generation for 2018 (and for future GRA test 
years).32  UCG ignores, however, that use of a short term hydro and thermal generation 
forecast was specifically rejected by the Board in Order 2018-10 (paragraph 77).  UCG’s 

                                                 
30 See for example paragraph 318 “the Board considers that the risk of low water conditions, with respect to the added 
costs for thermal generation, should be borne by the customers of the utility”, paragraph 321 ”the Board directs YEC to 
create a 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” 
and paragraph 322 “YEC is directed, in its compliance filing, to explain the method it will use to determine the variance in 
hydro generation due to water availability.’ 
31 The Two Part ERA Filing (Section 2.5) also provides details regarding the consideration of alternatives to the DCF and 
ERA approach, and long term average versus short term GRA forecast alternatives 
32 UCG’s argument notes at page 6 “it appears to UCG that to determine hydro forecast supply each year, the YEC has to 
determine the level of water systems at the time forecasts are being prepared, the company then uses the hydrologist 
report for water conditions and projected inflows during that year as well as the Yukon Snow Survey Bulletin & Water 
Supply Forecast available each spring. Only then can they more accurately forecast and assess the amount of hydro 
generation and thus the required amount of diesel generation. The YEC does not need a plethora of forecasting models 
which are proven not to work, untestable and add complexities that are unwarranted.” And “The YEC and ATCO have 
yearly loads and sales that they have assembled going back forever. They have a good picture of the increase in per-
centage for firm user groups to apply each year going forward.” 
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argument also asserts that YEC’s timing for 2017 Whitehorse Unit #4 overhaul was 
arbitrary and impacted the LWRF adversely for the 2018 test year. These assertions have 
no bearing on GRA forecasts, or on the LWRF proposed methods or compliance with 
Order 2018-10. (See part 3 discussion related to the accuracy of UCG assertions on this 
matter.) 

 
In summary, Yukon Energy’s proposed LWRF adheres to the Board’s directions (regarding the 
need to separate out (a) load-related thermal generation changes from forecast from (b) hydro-
related thermal generation changes from forecast), and provides a key simplification (the Fixed 
Change Factor) that addresses a key complexity raised by the Board in Order 2018-10. 
Alternative approaches to the Fixed Change Factor have been reviewed (in YUB-YEC-1-13(a)), 
and prior review processes have also extensively considered alternative models and approaches. 
Yukon Energy’s LWRF is the best available approach identified to date to address the Board’s 
directions.  

3. INTERVENOR ERRORS AND INACCURACIES 

Intervenor arguments include errors and inaccurate statements regarding the proposed LWRF 
that are not helpful to the Board and should be ignored.  
 

 AEY comments related to forecast fuel in rates: AEY notes concern that with YEC’s 
LWRF proposal the “forecast fuel in rates changes retroactively” from an embedded 3.9% 
to 45.3% for variances from grid load.33 This assertion is simply not correct.  
 
To place the numbers in context, Yukon Energy clarified in response to AEY-YEC-1-6(d), 
that thermal generation is a 3.9% share of the total 2018 generation forecast. The 
45.3% relates to the requirement to determine the share of the incremental load growth 
(actual 2018 YIS generation compared to forecast 2018 YIS generation) that will be 
served with thermal generation. This is required to separate out the change in thermal 
generation due to load growth from thermal generation due to water conditions. Absent 
this step, Yukon Energy cannot comply with the Board’s directions regarding the LWRF. 
 
Given the above context for the referenced numbers, AEY’s statement that “forecast fuel 
in rates changes retroactively” is simply not correct. The forecast fuel in rates is the 
forecast as approved by the Board. There is no retroactive change to forecast fuel in 
rates driven by additional model runs or modelled results that occurs at year end. The 
application of the 45.3% Fixed Change Factor is a simplified approach used to determine 
how much of the incremental change in thermal generation (when actual 2018 YIS 
generation is compared to forecast 2018 YIS generation) relates to water condition 
changes versus load changes. As such, the Fixed Change Factor addresses changes in 

                                                 
33 AEY Argument, page 3, paragraph 8. 
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actual fuel costs relative to the fuel costs in rates, i.e., actual fuel costs for YEC at 
forecast fuel prices (based on LTA hydro generation and water conditions) are assessed 
to remove cost changes due to changes in water availability.  Contrary to AEY’s assertion, 
the LWRF restores fuel costs charged to YEC based on the forecast fuel in rates based on 
LTA water conditions.  
 

 AEY assertion that YEC is proposing multiple different thermal forecasts at 
multiple grid loads: AEY asserts that YEC’s proposed LWRF is not compliant with the 
Board’s direction because “it appears the Board is discussing a single Thermal forecast” 
and “YEC is proposing multiple different Thermal forecasts at multiple grid loads.”34  As 
noted in Appendix 2.1, and numerous IR responses, multiple different forecasts at 
multiple grid loads are not being used.  

o A single grid load forecast for 2018 is proposed for the GRA test year.  
 

o The Fixed Change Factor is applied to determine the share of the change in 
forecast YIS generation compared to YIS actual generation that relates to 
changes in load versus changes in water conditions, i.e., no new “forecasts” are 
considered of either loads or of thermal generation.  

 
o The Fixed Change Factor is determined at the same time that the 2018 GRA YIS 

grid load forecast is reviewed and is fixed until the next GRA review, i.e., no new 
model runs are involved.   
 

o The Fixed Change Factor is determined during the GRA based on the LWRF term 
sheet information where hydro and thermal generation are estimated at varying 
possible (not forecast) loads using the same water availability forecast (LTA 
hydro). In different words, the simplification reflected in the Fixed Change Factor 
still retains consistency with the GRA determination of thermal generation 
requirement for different grid loads absent changes in water availability. 
 

In short, AEY assertions on this matter are without merit or accuracy. As reviewed 
earlier, the implied approach proposed by AEY would also not comply with Board 
direction for the LWRF.  
 

 UCG Errors and Inaccuracies – In argument UCG makes a number of errors and 
misstatements. Many of these have already been addressed earlier in the Reply.  The 
following specific corrections to UCG statements are noted:   
 

o UCG asserts that not rescheduling the Whitehorse Unit #4 overhaul impacted 
revenue requirement increases for thermal use and the DCF/LWRF for the 2018 

                                                 
34 AEY Argument, page 3, paragraph 7. 
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test year and resulted in “misuse” of the DCF/LWRF.35 There is no evidence to 
support this new claim relating to a capital project included in the GRA for work 
carried out in 2017. UCG never raised this issue during the proceeding, and no 
clarity is provided in the UCG argument as to how it relates to approval of the 
Compliance Filing. To assist the Board in dismissing UCG’s assertions the 
following are noted: 
 

 The Unit #4 overhaul was prudent as to its timing as well as the urgent 
requirement to carry out critical maintenance of a key generation unit; 
the final time requirement reflected additional cracking detected upon 
unit disassembly.  
 

 The Water Report attached to the GRA filing in June 2017 (Appendix 3.5, 
Attachment 3), which is quoted in UCG’s argument, reported on the 3 
month time period expected for the Unit#4 shut down as well as low 
snow pack conditions; this report forecast fall peak level for Aishihik in 
the range of 914.8 m (versus full supply level of 915.16 m), and clearly 
stated in its conclusion: “As Aishihik Lake is a multi-year reservoir, not 
reaching full supply does not impact the energy capability during the 
winter of 2017/18…” 
 

 UCG’s argument does not reference, however, the subsequent April 6, 
2018 Water Report filed in this proceeding in response to UCG-YEC-2-39 
REVISED Attachment 1. This report included a graph showing actual 
Aishihik Lake elevations into March 2018, indicating that August/ 
September 2017 Aishihik Lake elevation was at the allowed full supply 
level. 
 

 Given this evidence on the record that Aishihik was at full supply level in 
for fall of 2017, after completion of the Unit #4 overhaul, there is 
absolutely no basis for any UCG assertion that 2018 water use or hydro 
generation or LWRF for 2018 was in any way impacted by the Unit #4 
overhaul in spring of 2017.  

 
o UCG notes that “YEC has never clarified the changes in water availability caused 

from a planned maintenance event”.36 This assertion is not correct. Actual and 
thermal generation amounts are determined and reported on in the year end 
LWRF annual reports. These matters can continue to be reviewed separately as 
each LWRF annual report is provided, reviewed and approved by the YUB. 

                                                 
35 UCG Argument, page 2-3. 
36 UCG Argument, page 5. 
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o UCG asserts that "the Osier forecast models and tinkering is the problem" and "if

YEC chooses to continue the usage of such consultant and his models for
forecasting, then they better be prepared and obligated to take on the risk".37

This statement is not only, once again, an inappropriate personal attack against

YEC's consultants, it is a clear example of false representations of the record.38

The YECSIM model was developed on the instruction of YEC by KGS Group (not

by InterGroup or Mr. Osier), is owned by YEC and operated by YEC's resource

planning group.

o UCG asserts "burning diesel and LNG increases the profits of the utility"39 — this

statement is incorrect. The utility's revenue requirement and the forecast for

thermal generation included in rates is determined in the GRA proceeding. Yukon

Energy bears the risk for changes in thermal generation related to changes in

load (to the extent these are not addressed by the ERA) and changes in thermal

generation that relate to changes in water condition are addressed through the

LWRF. Given these factors, changes in thermal generation (and especially

"burning more diesel") do not increase profits for the utility — when more diesel

is burned than forecast, the utility either has increased costs (where changes

relate to change in load) or sees no change in its costs (where changes relate to

water conditions).

May 1, 2019

ALL OF WHICH IS RESPECTFULLY SUBMITTED

John L nde
Counsel for Yukon Energy cor oration

37 UCG Argument, page 6.
38 Appendix 2.4 of the Two Part ERA Application; 2017/18 GRA IRs: AEY-YEC-2-4; UCG-YEC-2-5; UCG-YEC-2-7; Transcript
Page 91 through 107. At page 105 Mr. Hall notes, YEC's Planning Group "Mr. Sreckovic and his team run the model, they
maintain the input data. And they're professionals who are good at their job." At page 95 Mr. Osler notes, "we may have
asked questions that led to changes, but we don't do hydroelectric models at the level of anybody, let alone the level that
KGS can do," and at page 102 Mr. Osier notes, "our firm doesn't do that type of thing, doesn't change models, but I think
Mr. Mollard has already told you that this model was developed [for YEC], but is now owned by them, and they have
certainly gone through evolutions of the model ... with, I would assume, assistance from KGS and probably sometimes
developed from their own internal people". Mr. Mollard notes at page 95-96 "we need to be clear on this, Mr. Chair.
That's our model, and YEC owns that"..."only we can make changes, or our consultant, KGS, make changes to the
model."
38 UCG Argument, page 7.
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