m COMMERCE
DEPARTMENT

August 26, 2024

Will Seuffert

Executive Secretary

Minnesota Public Utilities Commission
121 7% Place East, Suite 350

St. Paul, Minnesota 55101-2147

RE: Response Letter from the Minnesota Department of Commerce, Division of Energy Resources
Docket No. E017/AA-24-65

Dear Mr. Seuffert:

Attached are the response comments of the Minnesota Department of Commerce, Division of Energy
Resources (Department) in the following matter:

Otter Tail Power Company’s Petition for Approval of the Annual Forecasted Rates for its
Energy Adjustment Rider, Rate Scheduled Section 13.01.

The Petition was filed on May 1, 2024, and Reply Comments were filed on July 24,2024, both by Otter
Tail Power Company.

The Department recommends the Minnesota Public Utilities Commission (Commission) approve Otter
Tail’s 2025 FCA forecast and associated rates, subject to a subsequent true-up. The Department is
available to answer any questions the Commission may have.

Sincerely,

/s/ DR.SYDNIE LIEB
Assistant Commissioner of Regulatory Analysis
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85 7th Place East - Suite 280 - Saint Paul, MN 55101 | P: 651-539-1500 | F: 651-539-1547
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m COMMERCE
DEPARTMENT
Before the Minnesota Public Utilities Commission

Comments of the Minnesota Department of Commerce
Division of Energy Resources

Docket No. E017/AA-23-181

. BACKGROUND

On May 1, 2024, Otter Tail Power Company (Otter Tail or the Company) filed its 2025 Energy
Adjustment Rider (EAR) forecast report (Petition) pursuant to the Minnesota Public Utilities
Commission’s (Commission’s) June 12, 2019 Order in Docket No. E999/CI-03-802 and the applicable
reporting requirements in the rules governing the automatic adjustment of charges, Minnesota Rules
7825.2800 to 7825.2840.

On July 1, 2024, the Minnesota Department of Commerce (Department) filed Comments,
recommending the Commission take the following actions:

e Accept Otter Tail’s Petition as complying with the FCA/EAR forecast reporting requirements.

e Approve Otter Tail’s 5,885,378 MWh of forecasted sales subject to the FCA/EAR and the
$140,775,339 in net system FCA/EAR costs including the corresponding forecasted EAR rates for
each customer class (Petition Attachment 2).

e Approve the Company’s proposed customer notification, updated as applicable with the
effective date and rates approved in the instant Petition.

The Department also requested Otter Tail to provide information on the 2024 MISO actual PRA costs
and revenues in Otter Tail’s reply comments.

On July 24, 2024, the Company filed Reply Comments providing some follow-up information and
requesting the Commission approve Otter Tail’s 2025 FCA forecast and associated rates, which were
submitted in the May 1, 2024 filing. These Response Comments discuss the Company’s Reply
Comments.

1. DEPARTMENT’S ANALYSIS OF OTTER TAIL’S REPLY COMMENTS

A. “REFRESH” OF 2025 FCA FORECAST

In its Reply Comments, the Company stated since its May 2024 filing, “2025 forward natural gas pricing
forecasts and Locational Marginal Price (LMP) forecasts have been falling.”* However, the Company
stated the results of its 2025 FCA forecast “refresh” were not significant enough to justify a revised
forecast since the changes were under five percent.

! Reply Comments, page 1.
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The Department appreciates the Company’s analysis and finds its conclusion to continue use of the
May 2024 filed fuel forecast to be reasonable.

B. RESULTS OF THE MISO PLANNING RESOURCE AUCTION

In Docket No. E017/AA-22-214, the Commission required Otter Tail to include actual known MISO
Planning Resource Auction costs and revenues in its EAR.? In its initial Petition, Otter Tail noted it
included $329,908 in PRA revenues in the 2024 FCA rates. The Company stated that once the results
for the MISO 2024/2025 planning year auction would be known, Otter Tail would update the 2024
rates, if the results were material.3

In its Reply Comments, the Company stated the updated PRA revenues were $555,213. Since the PRA
revenues are under a quarter percentage point change and therefore, immaterial, Otter Tail proposed
they be included in the 2025 annual FCA True-Up filing. The Department agrees the MISO capacity
revenue change is not material. However, the Department concludes they should be included in Otter
Tail’s 2024 annual FCA True-Up filing, not 2025.

1l. RECOMMENDATIONS

The Department recommends the Commission accept Otter Tail’s May 1, 2024 filed 2025 FCA forecast
and associated rates, subject to a subsequent true-up.

The Department recommends updated PRA revenues be included in the 2024 annual FCA True-Up
filing.

The Department is available to answer any questions the Commission may have.

2 Order, December 29, 2022.
3 petition, page 22.
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CERTIFICATE OF SERVICE
|, Sharon Ferguson, hereby certify that | have this day, served copies of the
following document on the attached list of persons by electronic filing, certified
mail, e-mail, or by depositing a true and correct copy thereof properly enveloped

with postage paid in the United States Mail at St. Paul, Minnesota.

Minnesota Department of Commerce
Response Comments
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Dated this 26" day of August 2024

/s/Sharon Ferguson
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