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REO/RES Compliance Strategy 
 
This document identifies and discusses the renewable energy requirements of the three states in which Otter Tail 
Power Company operates.  The Company has developed significant wind generation resources, which when 
included with other renewable energy resources comprise a substantial percentage of the Company’s total energy 
resources. 
 
Renewable energy used for compliance with state requirements must be tracked through the Midwest Renewable 
Energy Tracking System (“M-RETS”) through the use of renewable energy credits.  The discussion leads to a 
strategy for managing the renewable energy credits to the benefit of customers and Otter Tail while 
simultaneously complying with renewable energy requirements. 

1 Jurisdictional Requirements 
 

Otter Tail serves retail load in Minnesota, North Dakota, and South Dakota.  All three state jurisdictions have a 
renewable energy objective (“REO”) or renewable energy standard (“RES”).  Discussion of compliance efforts 
with any single jurisdiction also requires a discussion of the other two jurisdictions so that a complete 
understanding of the Company’s compliance efforts can be obtained.  Table I describes the requirements in each 
of the state jurisdictions.  Additional detail regarding the state rules follows. 
 
 

Table I 
Jurisdictional REO/RES Requirements 

 Minnesota North Dakota South Dakota 

REO 

2007-2009  1% 
2010-2011  7% 

(as percentage of retail 
sales after 

conservation) 

Prior to 2015 0% 2015 
10% 

(as percentage of retail 
sales with an 

adjustment for hydro 
energy that cannot be 

counted toward 
compliance) 

Prior to 2015 0% 2015 
and on 10% 

(as percentage of retail 
sales with an 

adjustment for hydro 
energy that cannot be 

counted toward 
compliance) 

RES1 

2012-2015  12% 
2016-2019  17% 

2020-2024  21.5% 
(1.5% solar) 

  
2025 and on  26.5% 

(1.5% solar) 

N/A N/A 

 

                                                 
1 These MN REO and RES requirements only apply to utilities without nuclear generating assets.  Utilities with nuclear 
generating assets have a more aggressive standard as detailed in Minn. Stat. §216B.1691. 
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Minnesota 
Eligible energy technologies for compliance include solar, wind, hydroelectric with a capacity of less than 100 
MW, hydrogen,2 or biomass.  Biomass includes landfill gas, anaerobic digestion, and mixed municipal solid waste 
or refuse-derived-fuel from mixed municipal solid waste as a primary fuel.  Electricity generated by the 
combustion of biomass through co-firing with other fuels can be used for compliance, up to the percentage 
amount of biomass fuel relative to total fuel, only if the generating facility was constructed in compliance with 
new source performance standards promulgated under the federal Clean Air Act or if the facility employs the 
maximum achievable or best available control technology (MACT or BACT) for that type of facility.   
 
The Minnesota PUC has ruled that RECs will have a shelf life for compliance with the REO/RES requirements of 
the year in which they are created plus four more calendar years.  The PUC has also ruled that kWh sold under 
green pricing programs do not count toward REO/RES requirements. 
 
North Dakota 
The state REO is 10 percent of retail sales in 2015, and includes both renewable energy and recycled energy.  The 
calculation contains a provision to reduce the amount of retail sales by any hydroelectric energy that cannot be 
counted toward the REO.3  Renewable electricity and recycled energy includes electricity generated from solar, 
wind, biomass,4  geothermal, hydrogen,5 hydroelectric (must be from a facility with an in-service date of no 
earlier than January 1, 2007 or from efficiency improvements to a hydroelectric facility existing as of August 1, 
2007), and recycled energy systems producing electricity from currently unused waste heat resulting from 
combustion or other processes and which do not use an additional combustion process for the electricity.  
Recycled energy does not include any system whose primary purpose is the generation of electricity.   
 
The North Dakota PSC has not made a determination of the shelf life of RECs for compliance purposes.  The PSC 
has not ruled in any manner on whether kWh sold under green pricing programs count toward REO compliance.  
Until such a determination is made it is being assumed that North Dakota green pricing electricity will count 
toward the REO as long as the source of the electricity is a qualifying technology. 
 
South Dakota 
The state REO is 10 percent of retail sales which started in year 2015, and includes both renewable energy and 
recycled energy.  The legislation is very similar to the North Dakota requirements.  The calculation contains a 
provision to reduce the amount of retail sales by any hydroelectric energy from a facility with an in-service date 
prior to July 1, 2008.6  Renewable electricity and recycled energy include electricity generated from solar, wind, 
biomass,7  geothermal, hydrogen,8 hydroelectric (statutes seem to imply it must be from a facility with an in-
service date of no earlier than July 1, 2008), and recycled energy systems producing electricity from currently 
unused waste heat resulting from combustion or other processes which do not use an additional combustion 
process to produce the electricity.  Recycled energy does not include any system whose primary purpose is the 
generation of electricity.   
 

                                                 
2 After January 1, 2010 the hydrogen must be generated from the other eligible energy technologies listed. 
3 North Dakota Century Code §49-02-30. 
4 Including agricultural crops and wastes and residues, wood and wood wastes and residues, animal wastes, and landfill gas. 
5 Provided that the hydrogen is generated from a source listed in this section of North Dakota Century Code §49-02-25. 
6 South Dakota Codified Laws §49-34A-103. 
7 Includes agricultural crops and wastes and residues, wood and wood wastes and residues, animal and other degradable 
organic wastes, and landfill gas. 
8 Provided that the hydrogen is generated from a source listed in this section of South Dakota Codified Laws §49-34A-94. 
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The South Dakota PUC has not made a determination of the shelf life of RECs for REO compliance.  The PUC 
has not ruled in any manner whether kWh sold under a green pricing program count toward REO compliance.  
Until the PUC makes a determination it is assumed that green pricing electricity does count toward the REO as 
long as the source of the electricity is a qualifying technology. 

2 Midwest Renewable Energy Tracking System 
 
Otter Tail has registered renewable energy resources within the Midwest Renewable Energy Tracking System 
(“M-RETS").  There are small customer-owned units, generally less than 50 kW each, which the Company has 
not registered.  These customers self-serve a portion of their own load with Otter Tail receiving the remaining 
surplus energy.  Otter Tail does pay the cost, both initial and annual fees, to register a facility in M-RETS. 
 
Otter Tail has developed an account structure within M-RETS to help segregate RECs by type and usage.  For 
customer-owned facilities that self-serve customer load, all of the generation is reported within M-RETS.  Otter 
Tail then transfers RECs associated with the energy used to self-serve load into an account in the customer’s 
name, for their use as they deem appropriate.  The RECs associated with energy purchased by Otter Tail will 
remain in the Company account. 
 
The Otter Tail M-RETS accounts include a retirement account by state jurisdiction by year.  Thus it will be easy 
to verify the amount of RECs retired annually for compliance with each state’s requirements.  RECs associated 
with TailWinds, the Company’s green pricing program, are retired into separate state jurisdiction accounts to 
ensure proper accounting for the green pricing tracker balance.   
 
Retired RECs are tracked on a calendar year basis.  The M-RETS system became operational in the last half of 
2007.  While Otter Tail began recording renewable energy within M-RETS late in 2007, the Company began full 
use of the M-RETS system for reporting compliance verification beginning with the first full calendar year 
commencing January 1, 2008. 
 
Renewable energy used for REO-RES compliance must be tracked through M-RETS.  The states are relying on 
the system to verify and track renewable energy to ensure that the renewable energy is not double counted and 
that a company’s actual compliance performance can be readily tracked. 

3  Jurisdictional Ownership of RECs 
 
Retail customers pay for resources through the ratemaking cost allocation process.  All existing generating 
resources are used to serve all customers, so the customers in each jurisdiction are paying a portion of the cost of 
each resource.  The Company allocates the RECs to each jurisdiction based on a load/ratio share in the month the 
RECs are generated. 

4 Allowance Banking 
 

Otter Tail can and should bank some allowances for future use.  There are several reasons for maintaining a bank 
balance of RECs including: 

• Provide a compliance safety margin for years in which renewable energy generation may be lower than 
expected. 

• Provide a construction safety margin in case planned future renewable energy resources are delayed or 
canceled. 
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• Provide a supplemental balance to be used in those years when there is a step increase in the REO-RES 
compliance levels. 

• Provide a reserve for the time when Otter Tail may become deficit for its REO/RES compliance needs. 
 
A number of RECs should be banked, only as long as Otter Tail has surplus RECs to bank for contingencies and 
future use.  Once a jurisdiction is required to purchase RECs for REO/RES compliance, it does not make sense to 
purchase RECs simply to maintain a bank balance, unless it is expected that RECs will not be available for 
purchase in the future or if a particularly economic REC purchase opportunity arises. 
 
While the prior discussion identifies the various purposes for banking RECs, the current Otter Tail situation 
becomes very simple.  All RECs in the Minnesota jurisdiction that qualify for compliance in Minnesota should be 
banked as long as there isn’t a risk of those RECs exceeding the allowable shelf life for MN compliance.  
 
In all cases, the oldest RECs possible should be used for compliance as newer RECs will tend to have a higher 
value and a longer remaining shelf life for MN compliance. 
 
In summary: 

• All MN jurisdiction RECs eligible for MN compliance should be banked. 
• Wherever possible, non-eligible jurisdictional RECs should be swapped between MN and the Dakotas to 

make optimum use of these RECs (which are all non-wind), for compliance purposes. 
• Sell all surplus Dakotas jurisdiction RECs. 

5 RES/SES Rate Impacts 
 
As ordered by the Minnesota Commission, each utility that files a Resource Plan must calculate the cost of 
complying with Minn. Stat. §216B.1691.  Utilities are required to do the following: 

• Analyze costs for the period 2005 until the last reported year. 
• Analyze costs from the year following the last reported year, and for the following 15 years. 
• Include all facilities used to comply with the Renewable Energy Standard and the Solar Energy Standard, 

regardless of when the facilities were constructed. 
• Calculate direct costs to include payments under power purchase agreements and revenue requirements 

associated with utility-owned renewable energy projects. 
• Provide a narrative discussion about the impact that adding generators powered by renewable sources 

may have on the utilities indirect costs, such as the cost for ancillary services and base load cycling. 
• Include transmission improvement costs. 
• Calculate Energy and Capacity savings arising from avoiding costs that the utility would have incurred 

directly in the absence of the RES and SES. 
• Calculate past and future emission compliance savings arising from avoiding costs that the utility would 

have incurred indirectly in the absence of the RES and SES. 
• Report estimated annualized and estimated levelized costs. 
• Calculate the costs of complying with the RES and SES separately. 
• Calculate the ultimate rate impact of Minn. Stat. §216B.1691 to reflect the fact that renewable energy 

comprises only a fraction of a utility’s total energy costs, and consequently most of a utility’s energy 
costs are unaffected by the RES and SES. 
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Past RES Rate Impacts 
 

 
 
 
Past SES Rate Impacts 
  

 
 
 
  

RES Generation 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Total RES Generation (GWh) 95.4 79.3 83.2 307.3 648.1 735.6 818 750 658 902.5 839.3

RES Generation Costs
PPA + Owned Generation Costs (millions) $2.6 $2.2 $2.3 $13.0 $20.7 $28.4 $26.9 $27.3 $27.2 $31.3 $31.0
RES Transmission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total RES Costs (millions) $2.6 $2.2 $2.3 $13.0 $20.7 $28.4 $26.9 $27.3 $27.2 $31.3 $31.0
RES Costs ($/MWh) $27.25 $27.74 $27.64 $42.30 $31.94 $38.61 $32.89 $36.40 $41.34 $34.68 $36.94

Avoided Costs Due to RES
Avoided Energy Costs (millions) $4.5 $3.5 $4.3 $14.8 $16.3 $20.6 $20.3 $16.0 $18.6 $30.9 $18.4
Avoided Capactiy Costs (millions) $0.4 $0.2 $0.3 $1.0 $1.4 $0.5 $0.4 $0.4 $1.1 $0.5 $0.8
Avoided Transmission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Avoided Emission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total Avoided Costs (millions) $4.9 $3.7 $4.6 $15.8 $17.7 $21.1 $20.7 $16.4 $19.7 $31.5 $19.3
Total Avoided Costs ($/MWh) $51.68 $47.13 $55.33 $51.42 $27.27 $28.65 $25.24 $21.85 $29.95 $34.87 $22.95

Total RES Premium/Discount (millions) ($2.3) ($1.5) ($2.3) ($2.8) $3.0 $7.3 $6.2 $10.9 $7.5 ($0.2) $11.7
Total RES Premium/Discount ($/MWh) ($24.43) ($19.39) ($27.69) ($9.12) $4.67 $9.96 $7.64 $14.55 $11.39 ($0.19) $13.99

Annualized RES Rate Impacts
Total Company Sales (GWh) 3903 3988 4118 4215 4248 4284 4303 4216 4449 4684 4597
Rate Impact ($/MWh) ($0.60) ($0.39) ($0.56) ($0.66) $0.71 $1.71 $1.45 $2.59 $1.68 ($0.04) $2.55
Rate impact (¢/kWh) (0.06) (0.04) (0.06) (0.07) 0.07 0.17 0.15 0.26 0.17 (0.00) 0.26

SES Generation 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Total SES Generation (GWh) - - - - - - - - - - -

SES Generation Costs
PPA + Owned Generation Costs (millions) - - - - - - - - - - -
SES Transmission Costs (millions) - - - - - - - - - - -
Total SES Costs (millions) - - - - - - - - - - -
SES Costs ($/MWh) - - - - - - - - - - -

Avoided Costs Due to SES
Avoided Energy Costs (millions) - - - - - - - - - - -
Avoided Capactiy Costs (millions) - - - - - - - - - - -
Avoided Transmission Costs (millions) - - - - - - - - - - -
Avoided Emission Costs (millions) - - - - - - - - - - -
Total Avoided Costs (millions) - - - - - - - - - - -
Total Avoided Costs ($MWh) - - - - - - - - - - -

Total SES Premium/Discount (millions) - - - - - - - - - - -
Total SES Premium/Discount ($/MWh) - - - - - - - - - - -

Annualized SES Rate Impacts
Total Company Sales (GWh) - - - - - - - - - - -
Rate Impact ($/MWh) - - - - - - - - - - -
Rate impact (¢/kWh) - - - - - - - - - - -
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Future RES Rate Impacts  

 
 
 
Future SES Impacts 
 

 
 
  

RES Generation 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
Total RES Generation (GWh) 871 871 1223 1223 1580 1575 1575 1576 1580 1576 1575 1575 1576 1520 1520 1520

RES Generation Costs
PPA + Owned Generation Costs (millions) $15.0 $15.0 $25.8 $26.0 $36.9 $37.0 $37.2 $37.4 $37.8 $37.9 $38.1 $38.4 $38.6 $37.2 $37.5 $37.8
RES Transmission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total RES Costs (millions) $15.0 $15.0 $25.8 $26.0 $36.9 $37.0 $37.2 $37.4 $37.8 $37.9 $38.1 $38.4 $38.6 $37.2 $37.5 $37.8
RES Costs ($/MWh) $17.20 $17.20 $21.05 $21.23 $23.32 $23.46 $23.61 $23.75 $23.91 $24.05 $24.21 $24.37 $24.51 $24.50 $24.67 $24.85

Avoided Costs Due to RES
Avoided Energy Costs (millions) $24.4 $26.1 $34.2 $34.0 $44.4 $45.0 $47.6 $51.1 $53.6 $56.3 $58.5 $60.0 $61.7 $64.8 $70.0 $73.8
Avoided Capactiy Costs (millions) $0.2 $0.2 $2.3 $6.2 $7.4 $7.5 $7.6 $7.7 $7.8 $7.8 $7.9 $8.1 $8.2 $8.0 $8.2 $8.3
Avoided Transmission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Avoided Emission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total Avoided Costs (millions) $24.6 $26.4 $36.5 $40.2 $51.8 $52.5 $55.2 $58.8 $61.4 $64.2 $66.5 $68.0 $69.9 $72.9 $78.2 $82.1
Total Avoided Costs ($/MWh) $28.25 $30.27 $29.85 $32.87 $32.78 $33.33 $35.05 $37.31 $38.83 $40.73 $42.21 $43.18 $44.35 $47.95 $51.44 $54.00

Total RES Premium/Discount (millions) ($9.6) ($11.4) ($10.8) ($14.2) ($15.0) ($15.5) ($18.0) ($21.4) ($23.6) ($26.3) ($28.4) ($29.6) ($31.3) ($35.6) ($40.7) ($44.3)
Total RES Premium/Discount ($/MWh) ($11.06) ($13.07) ($8.79) ($11.65) ($9.46) ($9.86) ($11.44) ($13.56) ($14.93) ($16.68) ($18.00) ($18.82) ($19.84) ($23.45) ($26.76) ($29.15)

Annualized RES Rate Impacts
Total Company Sales (GWh) 5392 5392 5431 5346 5320 5383 5445 5503 5562 5626 5598 5569 5540 5510 5479 5447
Rate Impact ($/MWh) ($1.79) ($2.11) ($1.98) ($2.66) ($2.81) ($2.89) ($3.31) ($3.88) ($4.24) ($4.67) ($5.07) ($5.32) ($5.64) ($6.47) ($7.42) ($8.14)
Rate impact (¢/kWh) (0.18) (0.21) (0.20) (0.27) (0.28) (0.29) (0.33) (0.39) (0.42) (0.47) (0.51) (0.53) (0.56) (0.65) (0.74) (0.81)

SES Generation 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
Total SES Generation (GWh) 0 0 0 0 39.1 39 39 39 39.1 39 39 39 39.1 39 39 39

SES Generation Costs
PPA + Owned Generation Costs (millions) $0.0 $0.0 $0.0 $0.0 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1
SES Transmission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total SES Costs (millions) $0.0 $0.0 $0.0 $0.0 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1 $3.1
SES Costs ($/MWh) $0.00 $0.00 $0.00 $0.00 $80.05 $80.00 $80.00 $80.00 $80.05 $80.00 $80.00 $80.00 $80.05 $80.00 $80.26 $80.00

Avoided Costs Due to SES
Avoided Energy Costs (millions) $0.0 $0.0 $0.0 $0.0 $1.1 $1.1 $1.2 $1.3 $1.3 $1.4 $1.4 $1.5 $1.5 $1.7 $1.8 $1.9
Avoided Capactiy Costs (millions) $0.0 $0.0 $0.0 $1.0 $1.2 $1.2 $1.3 $1.3 $1.3 $1.3 $1.3 $1.3 $1.4 $1.4 $1.4 $1.4
Avoided Transmission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Avoided Emission Costs (millions) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total Avoided Costs (millions) $0.0 $0.0 $0.0 $1.0 $2.3 $2.4 $2.4 $2.5 $2.6 $2.7 $2.8 $2.8 $2.9 $3.1 $3.2 $3.3
Total Avoided Costs ($/MWh) $0.00 $0.00 $0.00 $0.00 $59.63 $60.58 $62.70 $65.27 $67.09 $69.24 $71.10 $72.57 $74.10 $78.41 $82.39 $85.36

Total SES Premium/Discount (millions) $0.0 $0.0 $0.0 ($1.0) $0.8 $0.8 $0.7 $0.6 $0.5 $0.4 $0.3 $0.3 $0.2 $0.1 ($0.1) ($0.2)
Total SES Premium/Discount ($/MWh) $0.00 $0.00 $0.00 $0.00 $20.43 $19.42 $17.30 $14.73 $12.96 $10.76 $8.90 $7.43 $5.95 $1.59 ($2.13) ($5.36)

Annualized RES Rate Impacts
Total Company Sales (GWh) 5392 5392 5431 5346 5320 5383 5445 5503 5562 5626 5598 5569 5540 5510 5479 5447
Rate Impact ($/MWh) $0.00 $0.00 $0.00 ($0.19) $0.15 $0.14 $0.12 $0.10 $0.09 $0.07 $0.06 $0.05 $0.04 $0.01 ($0.02) ($0.04)
Rate impact (¢/kWh) 0.00 0.00 0.00 (0.02) 0.02 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.00 0.00 (0.00) (0.00)
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Levelized RES Rate Impacts 
 

 
 
  

Levelized RES Generation Historic Future
Total RES Generation (GWh) 538 1434

Levelized RES Generation Costs
PPA + Owned Generation Costs (millions) $28.5 $18.0
RES Transmission Costs (millions) $0.0 $0.0
Total RES Costs (millions) $28.5 $18.0
RES Costs ($/MWh) $52.93 $12.59

Levelized Avoided Costs Due to RES
Avoided Energy Costs (millions) $23.3 $26.4
Avoided Capactiy Costs (millions) $1.1 $3.3
Avoided Transmission Costs (millions) $0.0 $0.0
Avoided Emission Costs (millions) $0.0 $0.0
Total Avoided Costs (millions) $24.4 $29.7
Total Avoided Costs ($/MWh) $45.35 $20.70

Total RES Premium/Discount (millions) $4.1 ($11.6)
Total RES Premium/Discount ($/MWh) $7.58 ($8.11)

Levelized RES Rate Impacts
Total Company Sales (GWh) 4273 5471
Rate Impact ($/MWh) $0.95 ($2.12)
Rate impact (¢/kWh) 0.10 (0.21)
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Levelized SES Rate Impacts 
 

 
 
 
Indirect Costs 
 
As a member of the Midcontinent ISO, Otter Tail is required to offer its generation units into the day-ahead 
energy market.  Recently energy prices have been very low due to the addition of renewable resources as well as 
low fuel costs for existing thermal units.  Up until this point in time, Otter Tail has offered in its co-owned 
baseload thermal units as “must-run” units to prevent them from cycling on and off with fluctuating energy prices.  
This means that if the day-ahead price of energy dips below the cost of the unit, the unit will still clear at 
minimums in order to keep the unit online.  Because these units stay online regardless of energy prices, there is no 
increase in cycling charges.  Otter Tail does have one solely owned coal plant with higher costs than the jointly 
owned units.  This unit is offered into the market economically meaning the day-ahead energy price has to be 
higher than the unit’s cost for long enough to justify bringing the unit online.  As a result, it could be argued that 
this unit cycles more because of the additional renewable resources on the system. 
 
In terms of ancillary services, Otter Tail has not identified any impacts which can be attributed to the 
implementation of the RES requirements so far.  That being said, as the amount of renewable resources increases, 
so does the need for ancillary services.  Eventually there will be a tipping point where the amount of renewable 
resources increases and the amount of available spinning reserves decreases to a level which causes the cost of 
ancillary services to rise. 
 
Avoided Permitting and Emission Cost Impacts 
 
All historical avoided permitting and emission costs are factored in when calculating the avoided energy and 
capacity costs.  For the future avoided CO2 costs, Otter Tail used the Commission approved value of $21.50/ton 
CO2 penalty starting in 2022. 
 

Levelized SES Generation Historic Future
Total SES Generation (GWh) - 39

Levelized SES Generation Costs
PPA + Owned Generation Costs (millions) - $1.4
SES Transmission Costs (millions) - $0.0
Total SES Costs (millions) - $1.4
SES Costs ($/MWh) - $36.36

Levelized Avoided Costs Due to SES
Avoided Energy Costs (millions) - $0.6
Avoided Capactiy Costs (millions) - $0.7
Avoided Transmission Costs (millions) - $0.0
Avoided Emission Costs (millions) - $0.0
Total Avoided Costs (millions) - $1.3
Total Avoided Costs ($/MWh) - $32.78

Total SES Premium/Discount (millions) - $0.1
Total SES Premium/Discount ($/MWh) - $3.58

Levelized SES Rate Impacts
Total Company Sales (GWh) - 5471
Rate Impact ($/MWh) - $0.03
Rate impact (¢/kWh) - 0.00
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Transmission Costs 
 
For the purpose of simplifying our modeling, all transmission costs for future RES/SES projects are built into the 
project energy price.  It is also assumed that all avoided energy and capacity costs (both past and future) will be 
purchased from the market resulting in no added transmission costs. 

6 Summary 
 

The following strategy is being used to optimize the usage of RECs: 
 

• Otter Tail allocates RECs from resources used to serve all customers based on a monthly energy 
allocation. 

• Otter Tail banks all MN jurisdiction RECs which are eligible for MN compliance to be used for current 
and future REO/RES compliance. 

• Otter Tail swaps MN jurisdiction RECs which cannot be used for MN compliance but can be used for 
Dakotas compliance for Dakotas jurisdiction RECs which cannot be used for ND or SD compliance but 
can be used for MN compliance.  Equivalent monetary value will be maintained for all swaps. 

• Otter Tail expects to transfer enough Dakotas RECs to Minnesota, as necessary, to maintain a bank 
balance for MN REO/RES compliance, but without risking shelf life expiration of RECs for compliance 
purposes. 

• Otter Tail sells the surplus ND and SD allocated RECs.   
• Otter Tail evaluates opportunities to purchase/use lower value RECs for compliance and banking, while 

selling higher value RECs.  All benefits and costs flow to customers. 
• When possible, sell higher value MN RECs and acquire older and lower value Dakotas RECs for 

compliance in MN.  MN REC sales revenues, net of replacement purchase costs, will be treated in 
accordance with MN Commission Orders.  Dakotas REC revenues from sales to the MN jurisdiction will 
be treated in accordance with the Commission Orders in those two states. 

• The oldest RECs possible should be used for compliance or for sales in order to keep the REC inventory 
as fresh as possible and at as high a value as possible. 

• Seek opportunities to sell wind generation energy either with or without RECs if lower cost replacement 
energy purchases can be made to reduce energy costs. 




