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STATE OF MINNESOTA
BEFORE THE
MINNESOTA PUBLIC UTILITIES COMMISSION

In the Matter of the Distribution Docket No. E017/M-23-380
System Planning for Otter Tail
Power Company REPLY COMMENTS

I. INTRODUCTION

Otter Tail is excited to share the various activities and projects related to the
distribution system with the Commission and other stakeholders through the Integrated
Distribution Plan proceeding. Otter Tail’s IDP directly reflects our mission statement
throughout; To produce and deliver electricity as reliably, economically, and
environmentally responsibly as possible to the balanced benefit of customers,
shareholders, and employees and to improve the quality of life in the areas in which we
do business.

Below, we have provided reply comments to the Minesota Department of
Commerce, Division of Energy Resource’s (Department) questions and believe they cover
any outstanding items. Otter Tail looks forward to continued dialog and engagement from
all interested stakeholders in this proceeding.

II. OTTER TAIL RESPONSES

A. The Department requests that OTP discuss in reply comments
how OTP selected its DRMS vendor, if applicable, including
whether costs and benefits were weighed prior to vendor
selection, and that OTP present its cost-benefit analysis for the
DRMS project, if available.

In 2021 Otter Tail formed a specialized team representing key areas of the DR
program and retained a consultant to advise this team.

The team attended international industry conferences held in the United
States, during which private meetings with the top vendors of DR programs were
scheduled, and their products reviewed. Investigation continued through
interviews with nine utilities of interest from across the United States to
understand their program successes, their innovations and areas of growth, their
personal experiences contracting with the major vendors, and their experiences
using the vendors’ DR platforms.



This preparatory work culminated in a Request for Proposals released in the
Fall of 2022. Six responses were received from major vendors in the DR
industry. Written responses were scored. Vendors were
interviewed. Demonstrations with the short-listed vendors were held. Follow up
interviews were held with vendors. Team members provided final remarks to
internal project leaders as a final review.

After arigorous and extensive evaluation, two strategic partners were selected
as the vendors of choice: Landis+Gyr (L+G) and OATI.

The Company has previously partnered with L+G to provide the
communications backbone used for its Advanced Metering Infrastructure (AMI)
where a Field Area Network (FAN) provides two-way communications with devices
and returns data from the edge of the distribution system. Rigorous vetting of
alternative cellular options for DR demonstrated that the FAN procured under the
AMI project added value to the DR project as the communications backbone.

Further into discovery, it was determined that the meters deployed under the
AMI project could potentially replace a portion of the existing Load Control
Devices (LCDs) in the field for a select group of rates. This discovery has the
potential to reduce the overall cost of the DR project and optimize asset
management to the benefit of the DR program.

These two examples exemplify the synergies that a strategic partnership with
L+G affords, positioning the Company for future synergies and optimizations as
the industry matures.

Minnesota-based OATI was selected to provide the DRMS headend for the
analytics needed to interface with organized markets and effectively arbitrage the
costs of high market prices.

OATI promotes itself as a “master integrator” and will provide the “single
pane of glass” through which our operators will be able to coordinate multiple
technologies across multiple vendors. OATT has integrated with many of the Bring
Your Own Device vendors for smart thermostats, electric vehicles (EVs), and other
cloud-based services. OATI is an experienced leader in microgrid technologies and
the coordination that Distributed Energy Resources require. Its DR platform is the
basis upon which its full Distributed Energy Resource Management System
(DERMs) solution is built.

The Company’s collaboration with the University of Minnesota Morris (UMN
Morris) for its flow state battery project is a first in edge system innovation and
control for the Company and only furthers the strategic advantage of partnering



with OATI. This collaboration will require the utility to purchase a system to
manage the battery which OATT has included in its bid under this DR project.

The potential to reach across multiple vendors to run multiple programs,
including the flow state battery project at UMN Morris, through a single software
headend furthers the Company’s objective to install a program that will be easy for
its operators and customers to use while being positioned to optimize future of
growth in Demand Response.

The costs of the project are expected to be between $20.4M and $27.2M
dependent on ongoing development with L+G. The Company will be providing
the business case for the DR project in its next EUIC filing, expected to be
completed mid-April, where detailed information regarding these developments
can be found.

Customers on DR programs produced $43M in energy sales for the Company
in 2022. If not for the Company’s DR offerings, customers would either place their
loads on firm service rates which would cost about double the $43M and increase
the Company’s purchased fuel expense. Or customers would displace these loads
with fossil fuel heating systems which are less efficient, using more energy, and
produce negative environmental impacts. Other benefits include avoided capacity
additions and purchases, avoided energy market and transmission costs,
frequency regulation, and system protection under emergency conditions.

The DR program also provides the Company with the ability to economically
assess the cost of serving load in organized electricity markets. The Company can
choose to either buy the energy at market cost or interrupt customers during
periods of high prices.

Due to this ability to control load, Otter Tail also receives capacity
accreditation from the Midcontinent Independent System Operator, Inc. (MISO)
for the amount of interruptible load on the Company’s system, fulfilling a portion
of the Company’s annual capacity requirement set by MISO under Module E of
the MISO Open Access Transmission, Energy, and Operating Reserve Markets
Tariff. Maintaining and expanding the Company’s DR program will ensure its
ability to continue to reduce overall system energy and fuel costs for customers into
the future.



B. The Department requests OTP discuss in reply comments how it
can expand its DER forecasting in its 2025 IDP to inform
system-wide distribution planning.

With the annual number of applications and installed interconnections
steadily increasing, Otter Tail is gathering more accurate and applicable data. This
provides insights into the regions within our service territory that can expect to see
higher levels of penetration more rapidly in comparison to some of Otter Tail’s
other, more rural regions. This information combined with the improved system
visibility following our AMI rollout, will afford us greater insights into Regional
DER Forecasting and available hosting capacities within these more probable
regions moving forward.

Additionally, state and federal regulatory influences can significantly
influence the interconnection(s) of additional DER, subsequently impacting future
growth trends. Otter Tail serves customers across a tri-state area (MN, ND, amd
SD), and differing state regulations and views concerning the increase in renewable
energy deployment can signficantly impact future DER Forecasts at the state and
regional level. As such, Otter Tail will continue to closely monitor and evaluate
new regulations and DER-related trends in all our jurisidictions and apply any
takeaways in our future forecasts.

C. The Department requests OTP include in reply comments a
description of how its distribution system planning will evolve
with the incorporation of additional impacts from the IRA.

In addition to the transportation electrification and solar opportunities the

IRA provides, the Company is excited about the electrification and energy

efficiency opportunities its customers will have once IRA funding is rolled out. In

preparation for the release of IRA programs and funding from the Departement,
the Company has attended serveral meetings with DOC staff and other Minnesota
stakeholders. The Company believes that once the IRA programs are up and
running they will pair nicely with the Company’s existing ECO customer
opportunities. The Department has yet to formally launch these programs at this
time. The Company anticipates that in early 2025 it will have a more in-depth
understanding of how these programs will complement its ECO offerings.
Recently, in March 2024, the Company met with the DOC and White Earth

Nation (WEN) to discuss a home energy auditor program WEN plans to implement

at their local community college. Otter Tail is very interested in this program as we

expect a large need for additional residential energy auditors in the near future to



unlock IRA funding for customers installing home energy efficiency or
electrification projects. The Company has also attended several meeting with the
North Dakota Department of Commerce on IRA funding opportunities. Working
with regulatory agencies in both states is a must to make sure Otter Tail and our
cusotmers are positioned well in advance of the roll-out of IRA opportunities.
Saving energy in both states ultimately reduces system costs for all customers.

Once the Company has gained experience working with the IRA
opportunities, its new ECO electrification offerings, and other future
opportunities, the Company will be able to better forecast the true grid impacts of
both its ECO efforts and the other IRA programs led by the DOC.

The Company’s current rollout of AMI metering will provide further value in
distribution planning. With interval metering data, at each customer location, the
Company will be able to measure and evaluate load change impacts from the
implementation of IRA and ECO programs on the distribution system. The
Company will be well positioned to proactively monitor and manage its
infrastructure as new loads are added to the system.

Many IRA and electrification opportunities will encourage customers to
switch from fossil-fuel heating systems to electic heat. During winter periods
distribuition equipment such as transformers can be loaded to higher capacity
given winter ambient temperatures meaning added electrification in the winter
will have less of an impact on the distribution system in comparison to summer
electrification.

D. The Department requests that OTP provide data on the fraction
of its customers that rely on the primary heating sources of
natural gas, electric resistance heat, or all other heat sources.

In 2018, Otter Tail performed a system-wide residential customer Heating
and Cooling Equipment survey. The results of this survey are consistent with the
figures the Department included in their March 22, 2024, Reply Comments.
Otter Tail found 38 percent primarily heated with natural gas, 31 percent
electricity, 26 percent propane, 3 percent fuel oil, and 2 percent wood. Otter Tail
plans additional studies in 2024 for both Residential and Commercial customers.

Of the homes heated primarily with electricity, approximately 74 percent are
heated with resistance heat, as shown in Chart 1. Resistance heat is 100 percent
efficient, but not as efficient as heat pump technologies. However many of Otter
Tail’s customers with resistance heating technologies have them on a demand
response rate. Hot-water boilers and other thermal storage technologies are an



excellent example of this. Often these systems are put on Otter Tail’s Fixed Time
of Service rate, will only charge for eight hours overnight and supply thermal
energy to the home or business for the remaining 16 hours. While these
technologes are not as efficient as a heat pump, they provide the grid and
customers with substantial savings.

Chart 1

Minnesota Residential Primary Electric Heating Systems
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E. The Department requests feedback from OTP and stakeholders
regarding the potential revision of IDP filing requirements to
remove the requirement that financial information be presented
in IDP-specific budget categories.

In Otter Tail’s first IDP, it provided historical financial data in the following
categories. The categories listed in bold are what most closely resepresent our
existing capital budget forecasting software:

New Load or Reliability
Replace

Relocate

Metering

Grid Modernization or Pilot Projects

o1 o



Since that time, Otter Tail has provided financial information in the following
IDP specific categories:

Age-Related Replacements and Asset Renewal

System Expansion or Upgrades for Capacity

System Expansion or Upgrades for Reliability and Power Quality
New Customer Projects and New Revenue

Grid Modernization and Pilot Projects

Projects related to local (or other) government-requirements
Metering

Other

= LN

As can be seen, some of the categories in Otter Tail’s capital budgeting
software are like for like with the IDP categories. Those that are not do require
some manual manipulation to put them in the correct category. This requires a
review of each budget and an understanding of the project drivers. That said, if
there is value in benchmarking these categories against the other utilities in
Minnesota, the categorization effort is manageable. Whatever path is selected, it
should be noted that project categorization is not black and white as multiple
drivers exist for every project. For example, nearly all distribution spend has a
factor of reliability improvement to customers. With that, Otter Tail aims to
provide the primary driver when categorizing projects. The categories that have
the most overlap are the above-referenced categories (b) and (c¢), and Otter Tail
would support combining those categories given the overlap.

F. The Department requests feedback from OTP and other parties
on how to schedule the IDP filing to better integrate the IDP’s
inputs and outputs with other Commission proceedings in reply
comments.

Currently there are a handful of proceedings with overlap to the Integrated

Distribution Plan (IDP). They are as follows:

e Electric Utility Infrastructure Costs (EUIC)

e Energy Conservation and Optimization (ECO)

e Safety, Reliability, and Service Quality (SRSQ)

e Transportation Electrification Plan (TEP) — now merged into the IDP

e Joint Investigation into the Impacts of the Federal Inflation Reduction Act

Each of these dockets have their own distinct purposes and filing
requirements. More important than integrating the filing timing of each of these
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dockets is an understand of what is requested and filed in each docket. At this time,
Otter Tail is supportive of leaving the filing timing as is but recommends
stakeholders and reviewers be aware of these other dockets. Ultimately, a review
of the most current utility filing in each of the areas above would be helpful ahead
of reviewing the utility IDP. The holistic understanding of each of these dockets
hopefully leads to more efficient administration of each of the proceedings.

Otter Tail will continue to cite/reference these other dockets in future IDP
filings so stakeholders can easily find the information.

G. The Department recommends that OTP outline its process for
how NWA analysis will be conducted, and present an analysis,
as applicable, for the “Purchase of DSA Substation” and “Rush
Otter South Feeder Upgrades” projects.

Otter Tail appreciates the Department flagging both of these projects for
further discussion. Below is some information regarding both projects to help
understand the applicability and viability of NWAs:

e Purchase of DSA Substation — This is a project located in North Dakota
and should not have been included in the MN IDP. This was an oversight
in the initial filing.

e Rush Otter South Feeder Upgrades — This is an overhead line to
underground line conversion project identified due to the age and
condition of these assets. NWA’s are applicable for any capacity driven
project as they can defer the need for upgrading distribution components
to higher ampacity. Given the OH assets for this project are in need of
replacement due to age and condition regardless of an NWA deployment,
the project is not a good fit for further analysis.

H. The Department recommends the Commission direct OTP to
include an update of the Morris Flow Battery Project in its
2025 IDP.
The Company is excited about the UMN Morris Flow Battery partnership
project and plans to include an update of the project in its 2025 IDP filing.



I. The Department recommends the Commission direct OTP to
include in its 2025 IDP an update of the Morris, Minnesota
impact study and identify the specific investments included in
its budget to mitigate risks identified in the study.

Otter Tail is looking forward to proving an updated study in the 2025 IDP.
With Otter Tail’s Advanced Metering Infrastructure (AMI) technology in place
coupled with the completion of our GIS distribution data collection and
connectivity project, engineers will be able to perform in-depth studies on both
current and future EV and DER load impact(s) to the Otter Tail electrical
distribution system infrastructure. These studies will also help Otter Tail annually
budget for projects to mitigate system issues identified within the engineering
studies.

J. The Department recommends the Commission order OTP to file
a supplemental filing that proposes a plan to accelerate
beneficial electrification for its customers and provide forecasts
of expected grid impacts of the same.

The Company believes it would be premature at this time to file a
supplemental filing that proposes a plan, outside of the Company’s Energy
Conservation and Optimization (ECO) efforts, to accelerate beneficial
electrification and provide forecasting of expected grid impacts. The Company’s
2024 - 2026 ECO plan, Docket No. E017/CIP-23-94, was approved by the
Department in December of 2023 and is still in its first few months of
implementation. This plan contains many beneficial electrification items such as
promotion of residential and commercial heat pumps, electric vehicles, battery
operated lawn and garden equipment, commercial electric forklifts, electric school
buses, and other custom commercial electrification projects.

The Company shares the enthusiasm expressed by the Department’s
comments regarding the need for electrification, specifically heat pump adoption
by our customers. The Company’s previous, current, and future activities illustrate
Otter Tail’s commitment to energy efficiency through electrification. These
activities are summarized below:

1. To accelerate the adoption of heat pumps, the Company led the request
to end the fuel switching prohibition in the Company’s 2020 CIP
extension plan. The Company was also highly involved in the passage of
the 2021 ECO Act which ultimately allowed efficient fuel switching (heat
pump proliferation).



. Through ECO, the Company offers among the highest rebates for heat
pumps, $/ton installed, in the nation.

. Otter Tail’s Minnesota heat pump installations results have historically
exceed filed goals. We have been the leader in conservation and heat
pump adoption over the last decade. For example, in 2023, our
residential goal was 85 units and our customers installed 342 heat
pumps, 302 percent of goal. For 2023, we had a commercial goal of 190
and installed 250, 132 percent of goal.

. We are one of two electic utilities to offer electrification and load

management measures within our new 2024-2026 ECO plan.

. We have been a member of and participated in the Center for Energy and
Environment’s Air Source Heat Pump Collaboration since its inception.

. We have one of the premier international geothermal design engineering
service consultants under contract. Continually this consultant has
properly designed commercial projects that were once non-cost-effective
and brought them to realization through proper design engineering
which significantly reduces costs.

. In February 2024, we hosted two contractor workshop events for
regional electrical, plumbing, and HVAC contractors. These one and a
half day events featured interactive workshops focused on Otter Tail’s
new ECO offerings, customer rebates, current heat pump technologies,
and upcoming IRA opportunities.

. In 2024, we launched our online Find a Contractor tool on our Ways To
Save website. This tool helps customers connect to contractors, focusing
on heat pumps installers and features contractors within 50 miles of the
customer’s zip code that have installed a heat pump for a qualifying
rebate within the last 18 months. Contractors can also list any of their
certifications on their profile.

. We are a pioneering utility to offer rebates for Air-to-Water heat pumps.
This technology is promising for future load management applications
since the hydronic system can store thermal energy in a heat sync and
utilize the heat during a load management event. This will also avoid the
customer from having a fossil-fuel back-up system, helping the
environment and saving customer money.

10.We offer both rebates and low interest financing for commercial

customer heat pump installations.

11.We are currently in the process of hiring two energy auditors to support

our ECO plan and upcoming IRA opportunities. We have also met with
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the DOC and White Earth Nation on additional energy auditor training
offerings.

Otter Tail is cognizant of potential load growth from electrification and is
focused on recruiting customer loads to its demand response (DR) rate programs.
Otter Tail has a long history of substantial customer participation in its DR rate
offerings and recently included its DR programs in its 2024-2026 ECO plan. The
Company will continue to leverage these programs to save customers money on
their bills and reduce peak demand, supporting electical infrastructure.

The Company believes its 2025 IDP will highlight many of the successes the
IRA funding has delivered to its customers.

K. The Department recommends the Commission direct OTP to
develop a suite of metrics to track resiliency, including SAIDI
and SAIFI, MEDs, and other metrics to the extent warranted.
Otter Tail submitted our 2023 Safety Reliability Service Quality, SRSQ, report

on April 1, 2024. As required, the filing includes SAIDI, SAIFI, CAIDI, MAIFI,

CEMIn and CELIDn, both normalized and non-normalized. A discussion on our

systems MED(s) and the calculation process method was also included.

Otter Tail representatives attended two moderated panels discussing
resilience during DistribuTECH 2023, conducted by electrical industry leaders
from around North America. There was much discussion regarding how utilities
will measure resilience performance of their systems into the future. The
conclusion was there are no industry standards for resilience measurement today.

The Outage Data Initiative Nationwide, ODIN, seeks to establish
comprehensive reporting standards for power outage data to enable utilities to
exchange/compare data with stakeholders at all levels. ODIN will need to establish
resiliency reporting standards nationwide to measure resiliency effectiveness
of GRIP funded projects. Otter Tail will monitor future metrics recommended
by ODIN.

At this time, Otter Tail would select the following preliminary metrics to track
future resilience performance as already reported through the MN SRSQ:

e SAIFI
e CAIDI
e MED trends
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L. The Department recommends the Commission revise the IDP
Jiling requirements to identify the sub-sections establishing the
requirements for Non-Wires (Non-Traditional) Alternatives
Analysis and the TEP as sections 3.E and 3.F, respectively.

The Company agrees with the Department that TEP section 3.E should be
listed in the filing requirements as 3.F and the Non-Wires (Non-Traditional)
Alternative Analysis should be changed from 3.F to 3.E, since it is listed first in the
requirements.

III. CONCLUSION

The Company has many existing and upcoming impactful plans and opportunities
for our customers as shared throughout the IDP. We look forward to working with the
Commission and staff through the approval process of Otter Tail’s 2023 IDP.

Dated: April 5,2024 Respectfully submitted,

OTTER TAIL POWER COMPANY

By: /s/ MICHAEL RIEWER

Michael Riewer

Manager, System Infrastructure and Reliability
Otter Tail Power Company

215 S. Cascade Street

Fergus Falls, MN 56537

(218) 739-8565

mriewer@otpco.com
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