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A. Introduction

The MN Chamber has been very active in electric FCA issues as evidenced by the Chamber’s
participation as a stakeholder in the MPUC consolidated MISO Day 2 Cost Docket and as an
expert witness in the recent Xcel Energy electric rate case (MPUC Docket No. E-002/GR-05-
1428). The Chamber's FCA settlement proposal for reporting FCA strategy and other FCA
aspects in the Xcel Energy rate case docket were not only accepted but were also used as a
blueprint for a 4-company settlement in the MISO docket.

The Chamber feels that the settlements in both cases was a very important first step, but the
Commission should require further steps to ensure that the FCA’s are properly managed and
applied. Utility FCA’s have experienced large increases and extreme volatility since the startup
of the MISO Day 2 Market, and the next step should, among other things, address how the
additional information now being filed by the four Minnesota I0U’s should be utilized.

B. Utility Comments

Comments submitted by the four MN 10U’s generally conclude that FCA’s have the following
benefits:

1. FCA’s allow utilities and regulators to address increases in fuel prices and fuel price
volatility without numerous rate cases and related expenses otherwise required.

2. FCA’s allow automatic recovery of costs beyond a utility’s control.

3. FCA'’s reduce a utility's business risk.
The IOU’s recommend that the subject docket should either be completely dismissed or further
considered under the consolidated MISO cost recovery docket. Additionally, one 10U has
argued that the Commission has limited (or no) ability to make any retroactive changes to

amounts already recovered.

C. MN Chamber Comments

Utility comments to date certainly bring forth FCA benefits from a utility perspective. However,
the Chamber’s concern is that FCA’s are well within management control, and because of the
large FCA increases and increases in volatility, utilities now have more responsibility than ever
to demonstrate that their FCA’s are being well managed.

Recent additions to the AAA reports such as FCA forecasts, quarterly updates, deviation
reports, re-forecasts, and MISO market management strategies provide essential basic
information both to customers and to regulators, but the Commission should now consider how




performance indicators can be developed based on this information and used as a regulatory
tool, perhaps in connection with incentives.

A list of performance indicators which the Commission should consider includes:

1.

10.

How well (completeness and timliness) are utilities responding to the new mandated
FCA information, including explanation of deviations?

Do utility CEQO’s properly recognize FCA management as one of their key management
responsibilities? How are they accountable for FCA management?

Are boards of directors reinforcing CEO obligations for FCA management as part of their
compensation considerations for responsible officers?

How aggressively are utilities challenging railroads and coal mine owners in their
contract negotiations? Are utilities seeking alternate routes and alternate carriers? Are
utilities seeking legislative and regulatory assistance where necessary? We note OTP'’s
good example of a Surface Transportation Board challenge to the BN Santa Fe RR
costs for transporting Big Stone coal, even though unsuccessful. Are joint actions
appropriate and permitted?

How well are utilities training and rewarding their market traders? We note that the new
MRO rules for operator training and performance are very strict.

How well are hedge positions being taken via such actions as fuel hedges, bilateral
contracts, FTR’s and other hedging instruments?

Should FCA forecasts be converted to targets with consequences (rewards or penalties)
for deviations outside of a deadband range around the target? Customers would be
given access to the targets for their planning purposes.

Referring to foregoing item # 7, should utilities be allowed automatic pass through of
FCA changes within the deadband? How about FCA changes outside the deadband?

Should out-of-period adjustments for items such as MISO retroactive billings and true-
ups for actual vs. forecast from prior month estimates which exceed five % of current
month FCA be amortized over several months to avoid peak-period rate shock,
especially to customers on Xcel’'s new time-of-day FCA?

Should generator performance become a subset of FCA management responsibilities?
Should utilities forecast and track unit availability, forced outage rates, scheduled outage
rates and total outage rates consistent with reports now made to EEl and other
organizations to which the indices are now reported? Should utilities have bilateral




contracts or other hedges in place to cover unit outages? Should the FCA cost of
unplanned outages be treated differently than those that are planned?

11. As forecast data becomes actual, should utilities post comparisons and deviations on
their web sites? This might be an incentive to improve forecast accuracy.
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