STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Otter Tail Power Company

Case No. PU-23-343

2024 Renewable Resource Cost Recovery Adj. Factor

Rates

AFFIDAVIT OF SERVICE BY CERTIFIED AND ELECTRONIC MAIL

STATE OF NORTH DAKOTA
COUNTY OF BURLEIGH

Erica J. Getz deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 28th day of March 2024,
she deposited in the United States Mail, at Bismarck, North Dakota, four envelopes with certified
postage, return receipt requested, fully prepaid, securely sealed and containing a photocopy of:

e Order
The envelopes were addressed as follows:

Cary Stephenson

Associate General Counsel

Otter Tail Power Company

PO Box 496

Fergus Falls, MN 56538-0496

Cert. No. 9589 0710 5270 1582 7540 81

Emily Ketelsen

Rates Analyst, Regulatory Economics
Otter Tail Power Company

PO Box 496

Fergus Falls, MN 56538-0496

Cert. No. 9589 0710 5270 1582 7541 04

Lauren D. Donofrio

Senior Associate General Counsel - Regulatory
Otter Tail Power Company

PO Box 496

Fergus Falls, MN 56538-0496

Cert. No. 9589 0710 5270 1582 7540 98

Paula Foster

Supervisor, Regulatory Analysis

Otter Tail Power Company

PO Box 496

Fergus Falls, MN 56538-0496

Cert. No. 9589 0710 5270 1582 7541 11

Erica J. Getz further deposes and says that on the 28th day of March 2024, she sent an
electronic message to one address, each including an electronic copy in portable document

format of the same document.

The electronic mail was addressed as follows:

Regulatory Filing Coordinators
Otter Tail Power Company
Requlatory Filing Coordinators@otpco.com
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Each address shown is the respective addressee's last reasonably ascertainable post office and

electronic address.

Subscribed and sworn to before me
this 28th day of March 2024.

PAMELA J THOMPSON
Notary Public
State of North Dakota
{ My Commission Expires Oct 28, 2027

SEAL
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Otter Tail Power Company Case No. PU-23-343
2024 Renewable Resource Cost Recovery Adj. Factor
Rates

ORDER

March 27, 2024
Preliminary Statement

On November 2, 2023, Otter Tail Power Company (OTP) filed an application
to change its Renewable Cost Recovery Adjustment Factor (RRCR) rider rate. The RRCR
recovers projected costs from April 1, 2024, through March 31, 2025, of the repowers to
Langdon, Ashtabula I, Luverne, and Ashtabula lll wind projects (Upgrade Projects) and
includes the Merricourt Wind Energy Center (Merricourt) production tax credits (PTCs).
OTP decreased the rate of the RRCR from 12.157 percent to zero percent on January 1,
2024, and proposes to increase the rate to 1.728 percent over the recovery period. A
residential customer using 1,000 kWh would see a monthly bill decrease of $8.32 on
January 1, 2024, and an increase to $1.18 beginning on April 1, 2024.

On November 2, 2023, OTP filed PU-23-342, 2023 Electric Rate Increase (General
Rate Case), proposing to remove the costs of Merricourt and Ashtabula Il from the RRCR
to base rate recovery, incorporate the proposed capital structure into the RRCR, and
update the E2 jurisdictional allocation factor used in the RRCR to that proposed in the
General Rate Case effective on January 1, 2024.

On November 29, 2023, the Commission issued a Notice of Opportunity for
Consolidated Hearing that provided until January 12, 2024, for receiving written
comments and hearing requests. No request for hearing was received.

The Notice identified the following issues to be considered in this matter:

1. Whether the investments and associated costs for the resources qualify for
recovery?

2. Whether the incurred costs are reasonable and prudent?

3. Whether the rate adjustments are consistent with the terms of OTP’s tariff?

On January 12, 2024, Applied Digital filed comments.
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On February 29, 2024, OTP filed an updated RRCR rate proposal.
Discussion

OTP proposes a revenue requirement of $1.94 million for the collection period of
April 1, 2024, through March 31, 2025. The projected costs include the repowers of the
Langdon, Luverne, Ashtabula I, and Ashtabula Il wind projects (Upgrade Projects) as
well as including the Merricourt PTCs. OTP’s initial filing proposed that the PTCs
associated with the Upgrade Projects be recognized as they are generated for rate
making purposes in the RRCR during the first ten years following the upgrades. However,
the Commission’s practice is to levelize the PTCs over the depreciable life of the asset or
approximately 25 years for a wind repower. OTP forecasts that the Upgrade Projects will
generate approximately $118.3 million of PTCs during the first ten years of production for
North Dakota customers.

After factoring the levelized PTCs, the revenue requirement for the 2024 RRCR
increases to $2.85 million for the recovery period of April 1, 2024, through March 31,
2025. The revenue requirement includes $3.85 million of costs associated with the
Upgrade Projects, a cumulative true-up charge of $891,574, a carrying charge of $7,551
and a credit of nearly $2 million from Merricourt generated PTCs.

The new RRCR rate after PTC levelization will be 2.449% over the recovery period.

As a result of this change, a residential customer consuming 1,000 kWh per month
would experience a monthly bill increase of approximately $1.68.

The Commission finds OTP’s investments qualify for recovery, the incurred costs
are reasonable and prudent, and the rate adjustments are consistent with the terms of
OTP’s tariff. Therefore, the 2024 RRCR rider rate change should be approved.

Order
The Commission Orders Otter Tail Power Company’s 2024 Renewable Resource

Cost Recovery Rider rate filed on February 29, 2024, is APPROVED for service rendered
on or after April 1, 2024.
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