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June 10, 2025

Ms. Lesley McCullough, Chair
Yukon Utilities Board
Box 31728, Whitehorse, YT Y1A 6L3

Dear Ms. McCullough:

Re: Yukon Energy 2025-27 GRA - Reply to Intervener Comments on Interim Rates

Yukon Energy’s 2025-27 General Rate Application (Application) proposes, among other things,
Rider J increases to be implemented in the following stages:

1. 17.89 percentage point interim refundable rate Rider J increase on July 1, 2025 for retail
firm rates and industrial firm rates, as set out in Tab 4, Appendix 4.1A;

2. A further 19.66 percentage point interim refundable rate Rider J increase on January 1,
2026 for retail firm rates and industrial firm rates, as set out in Tab 4, Appendix 4.1B;

3. Approval of the 2025-27 GRA final rates for the 2025 and 2026 test years and true-up
rider, if required, effective April 1, 2026; and

4. Final incremental 13.26 percentage point increase on January 1, 2027 (to correspond with
the removal of Yukon Energy’s 2023-24 GRA true-up Rider J1).

Consistent with prior Board direction, the interim refundable rates proposed to take effect on July
1, 2025 and January 1, 2026 are aimed at providing a smooth rate transition for customers in order
to provide greater bill stability to Yukoners.

Board Order 2025-10 invited Interveners to submit comments with respect to Yukon Energy’s
request for interim refundable rates.

Comments on Yukon Energy’s interim rates were only provided by the Utilities Consumers’ Group
(UCG). UCG provided general comments on the application timing and the magnitude of the rate
increases, but did not object to the implementation of the proposed interim rates.

Yukon Energy’s response reviews prior Board direction regarding interim rates and how Yukon
Energy’s interim rates comply with Board directions, and then addresses the submissions provided
by UCG.
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Prior Board Direction regarding Interim Rates

The Board in Appendix A to Board Order 2021-08 (paragraphs 3-5) reviewed its jurisdiction to
approve interim rates, and provided the following directions regarding interim rates:

“The Board considers that the purpose of interim rates is two-fold. First, interim rates
provide a smooth rate transition for customers to new rates in order to minimize rate shock.
Second, they provide additional cash flow to the utility to cover increased costs while its
rate case is being tested. The Board assesses an interim rate request with this purpose in
mind.

In deciding on an interim rate request, the Board considers some or all of the following
factors:

o the quantum of the interim rate increase and need for the increase, including the
impact of the proposed interim rates and any shortfall in revenue to the utility;

o whether the proposed interim rates promote rate stability and erase rate shock,
and whether interim rates help maintain intergenerational equity;

o the need to accommodate regulatory lag to preserve a utility’s opportunity to
recover the revenues ultimately determined by the Board to be just and reasonable
for the year to which the interim rates apply; and

o the merits of the applied-for revenue requirements have not been tested.”

The Board’s directions recognize that, absent interim rates, rate changes to reflect test year
conditions would be delayed until a final Board approval of a compliance filing for the Application.
Interim rates address that delay in a manner that avoids rate shock and intergenerational inequity
resulting from the large true-up added rate rider that would otherwise be required to recover the
resulting revenue shortfalls for the test years in the Application.

Yukon Energy Interim Rates Comply with Board Directions

Yukon Energy’s requested interim rates comply with the Board'’s stated purpose and factors to be
considered for interim rates:

e 2025 Test Year. The proposed Rider J interim rate increase of 17.89 percentage points
effective July 1, 2025, is forecast to provide approximately $6.5 million added revenue in
2025, or about 1/3 of the forecast $19.6 million revenue shortfall for the 2025 test year.
This interim increase continues to be required for implementation at the earliest

2

\



#2 Miles Canyon Road

y u ko n 55:0i9$$A\glg;tehorse
L) ‘ene gy

S

s ——l

opportunity. Even with this interim rate, it is reasonable to expect material unrecovered
2025 revenue requirement that will need to be addressed in the final true-up rider.

e 2026 Test Year. The proposed further Rider J interim rate increase of 19.66 percentage
points (to a total of 37.55 percentage points as the sum of 17.89 and 19.66) effective
January 1, 2026, is forecast to provide added revenue equal to approximately 86% of the
forecast $33.2 million revenue shortfall for the 2026 test year. This interim increase does
not implement 100% of the applied total Rider ] increase, recognizing that the merits of
the applied for revenue requirements have not yet been tested. Implementing this interim
rate on January 1, 2026 reduces future true-up potential rate impacts, provides for
intergenerational equity, and accommodates regulatory lag.

¢ Final 2025 and 2026 Test Year Rates - Overall impacts of interim rates on final true-
up rider requirements will depend on the time and approval of the 2025 and 2026 revenue
requirements. Yukon Energy has sought final rates for implementation on April 1, 2026.1

¢ Final 2027 Test Year Rates — With the implementation of the final rates for the 2025
and 2026 Test Years and any required true-up, the final rates for the 2027 Test Year is
proposed to be implemented effective January 1, 2027 which would avoid any true-up
requirement for the 2027 Test Year.

In summary, the proposed interim refundable rates comply with Board directions in recovering
approximately 66% of the 2025 and 2026 forecast revenue shortfalls.

Response to UCG Comments

UCG is concerned that Yukon Energy and Atco Electric Yukon (AEY) continually use interim rates
as their go to for filing late applications, and asserts that reliance on interim rates undermines the
integrity of the regulatory process and creates significant uncertainty for ratepayers, that the
burden on ratepayers is compounded by the lack of foresight in these applications, and that the
timing of these applications raises questions about the efficiency and planning within the utilities’
operations approach. UCG proposes “a forward-looking regulatory framework that prioritizes
transparency and accountability, while also addressing the inherent challenges posed by interim
rate adjustments”.

! The proposed interim rates may not fully recover the revenue shortfalls for 2025 and 2026. Any variances between the
final and interim rates are proposed to be addressed as part of the April 1, 2026 final rates and any required true-ups.
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UCG’s comments do not propose any changes to Yukon Energy’s proposed interim rates, and do
not recognize that interim rates can be required to meet Board directions even if there are no
delays in filing of a rate application. Unless rate applications are filed and approved by the Board
prior to the test years, in order to promote rate stability and to reduce rate shock it is necessary
to provide “interim” rates for test years until such time as the Board can approve “final” rates.

Yukon Energy has had many discussions with interveners to understand concerns and agrees that
filing of rate applications prior to the start of the rate period is the ideal situation. Yukon Energy’s
current Application has improved matching rates/interim rates with the test years by submitting
earlier in the first test year than the previous GRA and by submitting a three-year Application. The
proposed January 1, 2027 rates, if implemented as proposed, would not require any interim rates
or true-up as the final rates would be implemented at the start of the test year. In addition,
assuming a smooth regulatory process for this Application, Yukon Energy could be ready to submit
a General Rate Application for the 2028 (and future test year(s)) in early 2027. The goal would be
to have rates in place effective January 1, 2028, for the 2028 test year, and by January 1 of each
future applicable test year(s). This would achieve the elimination of true-ups.

Yukon Energy Recommendation

In summary, the interim refundable Rider ] rates proposed by Yukon Energy in Appendix 4.1A
(effective July 1, 2025) and Appendix 4.1B (effective January 1, 2026) will promote rate stability
to the extent feasible in the circumstances:
o Interim Refundable Rates effective July 1, 2025: Approval to implement an interim
refundable rate rider increase (Rider J) of 17.89 percentage points for retail firm rates
(from 55.40% to 73.29%) and industrial firm rates (from 51.75% to 69.64%) effective on
an interim refundable basis as at July 1, 2025.
e Interim Refundable Rates effective January 1, 2026: Approval to implement an
interim refundable rate rider increase (Rider J) of 19.66 percentage points for retail firm
rates (from 73.29% to 92.95%) and industrial firm rates (from 69.64% to 89.30%)
effective on an interim refundable basis as at January 1, 2026.

Yours truly,

Jason Epp
Vice President, Finance and CFO




