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February 16, 2023 POWER COMPANY

Mr. Will Seuffert

Executive Secretary

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

St. Paul, MN 55101-2147

RE: Inthe Matter of Otter Tail Power Company’s 2022-2036 Resource Plan
Docket No. E017/RP-21-339
Supplemental Letter Filing to Address 100 Percent Clean Energy
Legislation, Enacted February 6, 2023

Dear Mr. Seuffert:

Otter Tail Power Company (Otter Tail) submits this Letter in the above-referenced docket to
address the recently enacted Minnesota 100 percent Clean Energy Law.

At its February 2, 2023, regular agenda meeting, the Commission discussed the procedural
schedule for this Resource Plan docket. No specific Commission action was taken on this
docket at that meeting, but there was an indication from Commissioners that Otter Tail
should address in this proceeding the 100 percent clean energy legislation then pending in
the Minnesota legislature.

Four days later, on February 6, 2023, the bill passed, and Minnesota Governor Tim Walz
signed into law the 100 percent Clean Energy Law (Minnesota Clean Energy Law.) The law
requires a transition to 100 percent carbon-free energy for all Minnesota electric customers
by 2040.

I. The new Minnesota Clean Energy Law does not change the analysis
that supports the addition of onsite fuel inventory facilities at Astoria
Station.

The Clean Energy Bill in Minnesota mandates a transition to 100 percent carbon-free energy
by 2040. The relevant subdivision of Minn. Stat. §216B.1691, reads:
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Subd. 2g. Carbon-free standard. In addition to the requirements under
subdivisions 2a and 2f, each electric utility must generate or procure sufficient
electricity generated from a carbon-free energy technology to provide the electric
utility's retail customers in Minnesota, or the retail customers of a distribution
utility to which the electric utility provides wholesale electric service, so that the
electric utility generates or procures an amount of electricity from carbon-free
energy technologies that is equivalent to at least the following standard percentages
of the electric utility's total retail electric sales to retail customers in Minnesota by
the end of the year indicated:

(1) 2030 80 percent for public utilities; 60 percent for other
electric utilities

(2) 2035 90 percent for all electric utilities

(3) 2040 100 percent for all electric utilities.

Minn. Stat. §216B.1691, Subd. 4 (as amended by the Minnesota Clean Energy Law) explains
that renewable energy credits may be utilized to comply with the carbon-free requirements:

... (b) In lieu of generating or procuring energy directly to
satisfy a standard obligation under subdivision 2a, 2f, or 2g, an electric utility may
utilize renewable energy credits allowed under the program to satisfy the standard.

Otter Tail forecasts our owned renewable generation will allow us to comply with this
legislation, and it is therefore not expected to materially alter our preferred plan (to be
submitted by March 31, 2023.) A detailed application of the Minnesota Clean Energy Law to
all the resources of the preferred plan will be described in that filing,.

Additionally, and specifically applicable to our request for authority to add onsite fuel
inventory at Astoria Station, the Minnesota Clean Energy Law does not affect our request. It
does not affect our request because: (1) it will not change Otter Tail’s total electric sales to
retail customers in Minnesota, and (2) it will not reduce the amount of electricity we will
generate from carbon-free energy technologies from which we will provide electricity to
those customers. The analysis supporting onsite fuel inventory at Astoria Station is not,
therefore, affected by the Minnesota Clean Energy Law.

Effectively, the Minnesota Clean Energy Law requires retirement of renewable energy credits
(REC) for each kWh sold to Otter Tail’s Minnesota customers. The new law does not require
any specific disposition of existing fossil fuel generation plants, nor does it forbid investment
in fossil fuel plants. Even more importantly, it does not alter a utility’s obligation to reliably
deliver electricity to Minnesota customers, and it does not alter the several factors under
which integrated resource plans are to be evaluated. The factors of reliability and flexibility
are of utmost importance, especially considering the ambition of the new law. The success
(or failure) of the Minnesota Clean Energy Law will largely depend on whether utilities, the
Commission and other stakeholders are able to achieve compliance without disruptions to
reliability.
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As noted, compliance is achieved under the 100 percent carbon-free obligation of the
Minnesota Clean Energy Law if the energy delivered to Minnesota customers is
accompanied by a corresponding quantity of RECs that can be retired on their behalf.! Otter
Tail is uniquely (and well) positioned to comply with this 100 percent carbon-free obligation.
We have significant renewable generation already in our fleet relative to the quantity of
energy we deliver to our Minnesota customers. Right now, with our current generation
fleet, we have enough renewable generation to cover about 54 percent of our energy sales to
Minnesota customers. This is before we add the Hoot Lake Solar project, currently under
construction. After Hoot Lake Solar comes on-line later in 2023, the 54 percent will increase
to 57 percent.

We also expect a significant amount of renewable generation will be included in our pending
plan, and we therefore estimate that by 2030 we will be able to cover more than 100 percent
of our Minnesota sales with RECs produced by our own generation resources. By 2040, we
estimate that we will be able to deliver even more carbon-free generation to cover our
Minnesota sales. This is largely possible for Otter Tail because our generation fleet is built
to serve about 135,000 customers, only about half of whom are in Minnesota. As has been
noted by other utilities; REC purchases, allocation and retirement are the method by which
they expect to satisfy the new Minnesota Clean Energy Law. In our case, we similarly expect
to comply though this approach, but we are in the unique position that our current plan will
likely allow us to do so without having to procure credits from any third-party source.2

For these reasons, the new Minnesota Clean Energy Law does not alter the analysis that
supports the addition of onsite fuel inventory at the Astoria station. It remains a prudent
investment for Otter Tail’s Minnesota customers.

II. The Astoria Onsite Fuel Inventory Project significantly improves risk-
mitigation, reliability and rate-certainty, and those attributes are
increasing in significance as volatility in the energy marketplace
grows.

The Astoria Onsite Fuel Inventory Project:

o Fulfills the criteria set forth in Minnesota Rule 7843.0500 which evaluates the
resource option’s ability to maintain or improve reliability, keep rates low, minimizes
adverse socioeconomic and environmental impacts, and respond to changes while
managing risk;

e Provides rate certainty for customers by protecting against unmanageable large and
disruptive financial impacts from natural gas and energy market price spikes;

e Improves the adequacy and reliability of the system by ensuring fuel availability for
Astoria Station even during transient events.

1 Otter Tail’s 2023 forecasted Minnesota sales are about 2,700 GWh.
2 Otter Tail’s South Dakota jurisdiction requires retirement of RECs equivalent to 10 percent of sales. Otter Tail’s
North Dakota jurisdiction requires we sell any North Dakota allocated RECs.
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The project fulfills the criteria set forth in Minnesota Rule 7843.0500 for which a
resource option should be evaluated by the Commission. While a calculation of lowest
net present value of revenue requirements though capacity expansion modelling is an
important consideration, it is not the only consideration. In particular, resource options
and resource plans must be examined to determine whether they maintain or improve
adequacy and reliability of service,3 enhance the utility’s ability to respond to changes
affecting its operations,* and limit risks.>

As described in our Reply Comments, the project provides fuel certainty for a generation
resource that is necessary for our system. In recent years adverse weather events such as
Storm Elliot and Winter Storm Uri¢ put in doubt the availability of pipeline natural gas for
generation. Without onsite fuel inventory, unavailable pipeline natural gas prevents a
reliability resource from being able to generate.

The project provides for rate certainty. Every day we balance the importance of being a low-
cost provider for electricity with how best to mitigate risk. In this instance, onsite fuel
inventory protects against unmanageable financial impacts related to pipeline natural gas to
which utilities and their customers are subject. Recent history indicates that events causing
adverse financial impacts may become even more likely, underscoring the importance of rate
stability efforts.

The probability of future events with large negative financial impacts is high. In our
November 4, 2022, filing in this docket, we provided an impact analysis as well as a
discussion about the propensity for significant events for which the onsite fuel inventory
would be utilized (See Supplemental Table 3-12 in that filing).

And as earlier explained in this letter, Otter Tail is uniquely (and well) positioned to deliver
100 percent carbon free electricity to its Minnesota customers. Also, the new Minnesota
Clean Energy Law will encourage significant renewable generation in the region (due to the
needs of other service providers to meet their particular requirements) and therefore the law
is likely to grow the intermittency (variability) of the regional fleet even more than already
predicted.

Our success in implementing the Minnesota Clean Energy Law will depend on our ability to
call on dependable generation in those hours that intermittent resources are not able to
generate. As described earlier in this letter, the Minnesota Clean Energy Law makes clear
that compliance can be met (and is expected to be met) through procuring, allocation and
retirement of renewable energy credits,” and Otter Tail is prepared for full compliance with
the law as described. But firming up our dispatchable generation by ensuring an onsite
inventory of fuel at Astoria Station is of even greater significance under this regime and

3 Minn. Rules Part 7843.0500, A (Resource options and plans must “maintain or improve the adequacy and
reliability of utility service”).

4 Minn. Rules Part 7843.0500, D. (Resource options and plans must “enhance the utility's ability to respond to
changes in the financial, social, and technological factors affecting its operations”).

5 Minn. Rules Part 7843.0500, E. (Resource options and plans must “limit the risk of adverse effects on the utility
and its customers from financial, social, and technological factors that the utility cannot control”).

6 Otter Tail’s February 1, 2023 Reply Comments, beginning on p.2.

7 Minn. Stat. § 216B.1691 Subd. 4.
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critical for our success in meeting the goals of this ambitious legislation. For these reasons,
and based on the record of this docket, the Astoria Onsite Fuel Inventory Project should be
approved.

III. Conclusion

The record supports approval of the Astoria Onsite Fuel Inventory Project which meets the
criteria for factors to consider per Minnesota Rule 7843.0500. The project will provide a
dispatchable hedge against energy market disruptions. Further, the addition of onsite fuel
inventory significantly enhances Astoria Station’s ability to provide resilient generation
during extreme events when pipeline-sourced natural gas may not be available at any price,
which protects our customers from service disruptions at the worst times. The net benefits to
be derived from onsite fuel inventory at Astoria Station are substantial when considering the
past and the future potential for extreme, market-changing events.

The Astoria Onsite Fuel Inventory Project:
e Ensures fuel is available for the plant even during transient events;
e Provides rate stability for customers; and,
e Protects against price spikes.

Otter Tail requests the Commission approve the Astoria Onsite Fuel Inventory Project.
Otter Tail has electronically filed this document with the Commission and is serving a copy
on all persons on the official service list for this docket. A Certificate of Service is also

enclosed.

Should you have any questions, please contact Nathan Jensen at njensen@otpco.com or
(218) 739-8989 or me at cstephenson@otpco.com or (218)-739-8956.

Sincerely,

/s/ CARY STEPHENSON
Cary Stephenson
Associate General Counsel

kaw

Enclosures

By electronic service
c: Service List
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CERTIFICATE OF SERVICE

RE: Inthe Matter of Otter Tail Power Company’s 2022-2036 Resource Plan
Docket No. EO17/RP-21-339

I, Kim Ward, hereby certify that I have this day served a copy of the following,
or a summary thereof, on Will Seuffert and Sharon Ferguson by e-filing, and to all
other persons on the attached service list by electronic service or by First Class Mail.

Otter Tail Power Company
Supplemental Letter Filing to Address 100 Percent Clean Energy
Legislation, Enacted February 6, 2023

Dated this 16t day of February, 2023.

/s/ Kim Ward

Kim Ward

Lead Regulatory Filing Coordinator
Otter Tail Power Company

215 South Cascade Street

Fergus Falls MN 56537

(218) 739-8268
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