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Minnesota Attorney General Keith Ellison

helping people afford their lives and live with dignity and respect +« www.ag.state.mn.us

March 19, 2021

Mr. Will Seuffert

Executive Secretary

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

St. Paul, MN 55101

Re:  In the Matter of Otter Tail Power Company’s Petition for Approval to Extend
Its Energy-Intensive, Trade-Exposed Rider
MPUC Docket No. E-017/M-21-99

Dear Mr. Seuffert:

The Office of the Attorney General — Residential Utilities Division (“OAG”) submits this
letter in response to the February 1, 2020 petition of Otter Tail Power Company (“Otter Tail” or
“Company”) to extend its rider for energy-intensive trade-exposed customers (“EITE rider”).
The OAG takes no position on whether the EITE rider should be extended. The purpose of this
letter is to raise a potential concern related to the Company’s proposed adjusted baseline.

The EITE rider provides a rate discount to three large industrial forest-products
customers. The discount is funded through a surcharge on other customers (“EITE-paying
customers’). The Commission has required Otter Tail to track any increased revenue from EITE
customers and refund it to EITE-paying customers, as required by statute.! The Commission
directed Otter Tail to use EITE-customer revenues from 2016 as the baseline for determining the
amount of the revenue increase from the discount. The reason that 2016 revenues were used as a
baseline is that 2016 immediately preceded the year when the discount went into effect, and thus
future-year revenues would reflect any sales impact of the discount.?

' See In the Matter of Otter Tail Power Company’s Petition for Approval of an Energy-Intensive Trade-Exposed
Customer Rate, Docket No. E-017/M-17-257, Order Authorizing Cost Recovery with Conditions at 4-5 (May 29,
2018) (applying Minn. Stat. § 216B.1696, subd. 2(d)).

2 See id. at 5. The Commission stated,

EITE-customer revenues from 2016 are an appropriate benchmark for
measuring any revenue increase attributable to the EITE discount, since Otter
Tail did not offer an EITE discount at that time, but began offering a discount in
2017. Use of 2016 revenues will ensure that EITE-paying customers benefit
from any significant and sustained increase in EITE revenues that may result
from the discount.
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In its current petition, Otter Tail recommends “a decrease of 1,437 MWh or 2.18 percent
to the baseline” to reflect the 2021 forecast in its pending rate case.> This is not consistent with
the Commission’s previous reason for using a non-EITE year to set the baseline. Nonetheless,
this change is reasonable because it would benefit ratepayers as a group. EITE-paying customers
benefit because a lower baseline would tend to yield a larger revenue increase to be refunded, all
else being equal. EITE customers benefit by continuing to receive their discounts.

The OAG is supportive of an outcome that reduces costs for EITE-paying customers, and
for that reason does not oppose the baseline change that Otter Tail requests. This does not mean,
however, that it would be reasonable in the future to increase the baseline above Otter Tail’s
2016 EITE sales. This would increase costs for EITE-paying customers by yielding a smaller
refund. And it would not accurately reflect the increased sales that result from the EITE
discount.

For this reason, if the Commission allows Otter Tail to adjust the baseline as it proposes,
the Commission should require that any future upward adjustment to the baseline cannot cause it
to exceed the original 2016 baseline. This would preserve the intent of the Commission’s cost-
recovery order while giving EITE-paying customers a modest benefit in the near term.

Sincerely,
/s/ Peter G. Scholtz

PETER G. SCHOLTZ
Assistant Attorney General

(651) 757-1473 (Voice)
(651) 296-9663 (Fax)
peter.scholtz@ag.state.mn.us

3 Otter Tail Petition at 14.



CERTIFICATE OF SERVICE

Re:  In the Matter of Otter Tail Power Company’s Petition for Approval to Extend
Its Energy-Intensive, Trade-Exposed Rider
MPUC Docket No. E-017/M-21-99
I, JUDY SIGAL, hereby certify that on the 19th day of March, 2021, I e-filed with
eDockets a Letter of the Office of The Attorney General—Residential Utilities Division and
served a true and correct copy of the same upon all parties listed on the attached service list by
e-mail, electronic submission, and/or United States Mail with postage prepaid, and deposited the
same in a U.S. Post Office mail receptacle in the City of St. Paul, Minnesota.

Is/ Judy Sigal
JUDY SIGAL
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