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June 3, 2008

Illona Jeffcoat-Sacco Via E-filing & Overnight Mail
Executive Secretary

Public Service Commission

600 East Boulevard Avenue-Dept 408

Bismarck, ND 58505-0480

RE:  Inthe Matter of Application of Otter Tail Corporation To Form New Holding Company
Dear Ms. Jeffcoat-Sacco:

Otter Tail Corporation (the “Company”) hereby submits an application to form a new holding
company pursuant to Section 49-04-05 of the North Dakota Century Code. An original and
seven copies of this application is enclosed for filing. Applicants respectfully request this filing
be accepted as being in full compliance with Section 69-02-02-04 of the North Dakota
Administrative Code and the Commission’s filing guidelines.

I Summary of Authorization and Relief Requested

In sum, the Company requests approval under NDCC § 49-04-05 to form a new holding
company pursuant to an Agreement and Plan of Merger. As part of the transaction, a new,
legally separate Otter Tail Power Company will become a subsidiary of the holding company.
Other parties to the transactions are OT Holding Company (“Holding Company”) and OT
Merger Co. (“Merger Co.”).

As fully set forth herein, the restructuring is consistent with the public interest and is being
undertaken for the benefit of separating and insulating the Company’s public utility business
from its other activities. This will protect and benefit the Company’s utility customers and will
enhance the transparency of the utility business for regulatory purposes.

Further, the filing is consistent with recently enacted legislation in South Dakota, which
effectively requires the Company to separate its utility activities into a separate subsidiary, and
thus further reinforces the public interest in the proposed reorganization.

1L Contents of Filing

The contents of this filing and application are as follows:

° Transmittal Letter and Affidavit of Service
. Application for Approval
° Attachments:



s,

Attachments

Attachment A-1
Attachment A-2
Attachment A-3
Attachment B
Attachment C
Attachment D
Attachment E

) Verification

I11. Contact Information

Organization Chart — Current Structure

Organization Chart — New Holding Company Structure
Steps in Reorganization

Articles of Incorporation of New Otter Tail Utility
Agreement and Plan of Merger

Director’s Resolutions

Balance Sheet, Income Statement and Cash Flows as of
December 31, 2007 and pro forma taking into account
the Transactions

If you have any questions regarding this filing, please contact:

Bruce Gerhardson

Associate General Counsel
Otter Tail Corporation

215 South Cascade Street
Fergus Falls, MN 56538-0496
218 998-7108
bgerhardson@ottertail.com

Please acknowledge receipt of this application by stamping or initialing the duplicate copy of this
letter attached hereto and returning the same in the enclosed self-addressed, stamped envelope.

Very truly yours,

(C o K

George Koeck,

General COMWCCTCUHY
&ZZ

e Gerharﬁsen,/ \

Associate General Counsel



AFFIDAVIT OF SERVICE

STATE OF MINNESOTA In the Matter of Application of Otter Tail Corporation To
Form New Holding Company

)
)
COUNTY OF OTTER TAIL )
)

I, Bruce Gerhardson, Associate General Counsel of Otter Tail Corporation, do hereby certify that
the attached Application and Exhibits were served on Ms. Illona Jeffcoat-Sacco, Executive
Secretary, Public Service Commission by U.S. Mail on June 3, 2008.

Dated this 3™ day of June, 2008. yd )

/ /%

B/I:ué’éVGerhardso(

Associate General Coufysel

Subscribed and sworn to before me this 3™ day of June, 2008.

| < NANCY LUANN OLSON Vyanuy, L- olso
Ra=SER NOTARY PUBLIC—MINNESOTA Notary Public
-57?_0;-};:“ My Commissior: Zxpires JAN. 31, 2010 State of Minnesota

‘ My commission expires: 01/31/2010



In the Matter of Application of Otter Tail
Corporation To Form New Holding Company

Case No.: PU-08-




Table of Contents

Transmittal Letter and Affidavit of Service

Application for Approval

Attachments

Attachment A-1
Attachment A-2
Attachment A-3
Attachment B
Attachment C
Attachment D
Attachment E

Verification

Organization Chart — Current Structure

Organization Chart — New Holding Company Structure
Steps in Reorganization

Articles of Incorporation of New Otter Tail Utility
Agreement and Plan of Merger

Director’s Resolutions

Balance Sheet, Income Statement and Cash Flows as of
December 31, 2007 and pro forma taking into account
the Transactions



STATE OF NORTH DAKOTA
NORTH DAKOTA PUBLIC SERVICE COMMISSION
IN THE MATTER OF
OTTER TAIL CORPORATION

APPLICATION UNDER NDCC 49-04-
05 TO FORM A NEW HOLDING
COMPANY

A S e i S

Case No. PU-08-

APPLICATION FOR APPROVAL

Otter Tail Corporation (the “Company”), hereby applies to the North Dakota Public
Service Commission (the “Commission”) for approval pursuant to Section 49-04-05 of the North
Dakota Century Code to engage in a corporate restructuring through which Otter Tail Power
Company, an operating division of the Company (“OTP”), will become a wholly-owned
subsidiary of a newly formed holding company. The restructuring is consistent with the public
interest and is being undertaken for the benefit of separating and insulating the Company’s
public utility business from its other activities. After the restructuring, utility services will be
provided exclusively through a stand-alone utility subsidiary (which will be named “Otter Tail
Power Company” and is referred to herein as “New Otter Tail Utility”). The new holding
company (“Holding Company”), which will assume the name “Otter Tail Corporation,” will
engage in non-utility activities through separate subsidiaries. There will be no changes in the

manner in which electric service is provided any customers.

In support of its Application, the Company states as follows:



1. The Company is a Minnesota corporation that operates an electric utility
business under the name Otter Tail Power Company in the states of North Dakota,
Minnesota, and South Dakota and is a public utility as defined in NDCC § 49-01-01.

The Company is publicly held and its shares of common stock are listed on The
NASDAQ Stock Market. The Company also engages in non-utility businesses in plastics,

manufacturing, health services, food ingredient processing and other businesses.

2. Additional Information provided in accordance with NDAC § 69-02-02-04:

(A) Utilities Otter Tail Power Company, a division
of Otter Tail Corporation
PO Box 496
215 S Cascade Street
Fergus Falls, MN 56538-0496
Phone Number: 866-410-8780

Otter Tail Power Company -- a
subsidiary of Otter Tail Corporation
and resulting corporation in the
merger of Otter Tail Corporation with
OT Merger Co.

PO Box 496

215 S Cascade Street

Fergus Falls, MN 56538-0496

Phone Number: 866-410-8780

(B) Utilities’ Attorneys George Koeck
General Counsel & Corporate
Secretary
Otter Tail Corporation
4334 18th Ave. SW, Suite 200
PO Box 9156
Fargo, ND 58106-9156
Phone Number: 701-451-3567
gkoeck@ottertail.com



(D) Controlling Statute and Permission
Sought

(E) Articles of Incorporation and
Original Certificate of Good
Standing

Bruce Gerhardson

Associate General Counsel
Otter Tail Corporation

215 South Cascade Street
Fergus Falls, MN 56538-0496
Phone Number: 218-998-7108
bgerhardson@ottertail.com

William J. Harmon
Christopher W. Flynn

Laurie M. Earl

Jones Day

77 West Wacker, Suite 3500
Chicago, IL 60601

Phone Number: 312-782-3939
wjharmon@jonesday.com
cwilynn@jonesday.com
learl@jonesday.com

Michael J. Bradley

Moss & Barnett PA

4800 Wells Fargo Center
Minneapolis, MN 55402
Phone Number: 612-877-5337
bradleym@moss-barnett.com

The Company seeks authority
pursuant to NDCC § 49-04-05, to
form a new holding company under
an Agreement and Plan of Merger.

The Company’s current articles of
incorporation and original certificate
of good standing are on file with the
Commission. The proposed Articles
of Incorporation of New Otter Tail
Utility are provided with the
Application as Attachment B.

3. The Company’s utility operations presently are not conducted through a

separate corporate subsidiary — rather, the Company directly owns the utility assets and

serves its customers through an operating division — OTP. In addition, the Company



owns assets and conducts business necessary to manage both its utility and non-utility
businesses. The Company’s non-utility businesses are conducted through subsidiaries.
These businesses are held primarily by a first-tier subsidiary, Varistar Corporation

(“Varistar”). A diagram of the Company’s current structure is attached as Attachment

A-1.

4. The Company has determined that it is in the best interests of its utility
customers, its shareholders, employees, and other stakeholders to reorganize into a
holding company structure. Additionally, recently enacted legislation in South Dakota
may effectively require the Company to separate its utility activities into a separate
subsidiary. This new law further reinforces the Company’s decision to proceed with the

proposed reorganization.

5. In the restructuring, the newly formed Holding Company will become the
public company and ultimate parent, with two principal first-tier subsidiaries: New Otter
Tail Utility, which will own and operate all of the utility assets; and Varistar, which will
continue to hold the non-utility business subsidiaries. A chart showing the structure

following the proposed restructuring is attached as Attachment A-2.

6. The restructuring will be accomplished through a merger. A description
of the steps in the restructuring, including the formation of new entities and transfers of
assets (collectively the “Transactions™) is set out in Attachment A-3. Attachment A-3
contains a Glossary that identifies the entities involved in the Transactions and their
names before and after completion of the Transactions and contains charts showing the

various steps to accomplish the Transactions.



7. The Transactions will produce benefits for the Company’s utility
customers and will have little, if any, impact on the Company’s shareholders, employees,
vendors, and other stakeholders. Among other things, the restructuring will enhance the

ability of state and federal regulatory agencies to regulate the utility business.

8. By restructuring so that the non-utility businesses are not subsidiaries of
the entity that conducts the regulated utility business, the new corporate structure will
further ensure that, in the event any financial difficulties were to be encountered by these

non-utility businesses, it would not adversely affect utility operations.

9. As a separate subsidiary engaged only in the utility business, New Otter
Tail Utility will have a capital structure fully appropriate to its business. Following the
restructuring, New Otter Tail Utility will have its own capital — the common stock held
by its new parent Holding Company and indebtedness or other securities held by the

parent or third party lenders.

10.  Inpreparation for the Transactions, the Company will identify all existing
indebtedness as being allocated to Holding Company or New Otter Tail Utility, as
appropriate. The objective of the allocation will be to ensure that New Otter Tail Utility
will not be obligated on any of the Company’s current indebtedness attributable to non-
utility operations. The existing indebtedness categorized as “utility” will remain
indebtedness of New Otter Tail Utility by operation of law, unless redeemed or
refinanced. Holders of debt securities of the Company classified as “non-utility” will
exchange their securities or agree to amendments which will result in these securities

becoming the obligations of Holding Company. Alternatively, Holding Company may



1ssue new securities to refinance non-utility indebtedness. The final allocation of
indebtedness will depend on the extent to which necessary third party consents, or

necessary refinancing, can be obtained on commercially reasonable terms.

I1.  All of the existing cumulative preferred stock of the Company will remain
at the parent company level. To the extent that the utility capital structure of OTP
includes a cumulative preferred stock component, however, Holding Company will
provide New Otter Tail Utility with replacement capital with a cost to New Otter Tail
Utility that is not greater than the cost of the cumulative preferred stock currently enjoyed
by OTP. Accordingly, any change regarding cumulative preferred stock will have no

adverse impact on utility rates.

12. The New Otter Tail Utility will have direct access to capital needed to
fund improvements and expansions of its utility business. It will have direct access to the
public capital markets for indebtedness or preferred stock capital. Further, if additional

common equity is required, Holding Company will be able to infuse such funds.

13. New Otter Tail Utility will seek separate credit ratings for its obligations.
By maintaining a strong capital structure and financial condition, and strong investment
grade credit ratings, New Otter Tail Utility should be able to obtain needed capital on

reasonable terms.

14.  The Transactions will have no impact on the current rates charged to retail
or wholesale utility customers. All customers will continue to receive the same excellent
service as provided today, by the same employees. The utility business will remain under

the same management. There will be no change to the location of any of the Company’s



current offices or service facilities. The technical, financial and managerial ability of
New Otter Tail Utility to provide safe, adequate and reliable service at reasonable rates

will not be diminished by the Transactions.

15. Company employees who currently perform duties for OTP will become
employees of New Otter Tail Utility, with the same duties, wages and benefits. The
restructuring will not result in any decrease in the number of total employees. All
collective bargaining agreements will be fully honored without change. New Otter Tail
Utility will continue administrative functions now provided through OTP such as HR, IT
and procurement and operating functions such as accounting, bill and invoice processing,
engineering, rates and regulation, payroll, marketing and sales, fuel and energy
procurement and customer service. Those Company employees who currently perform
“corporate” functions, such as general management functions, will become employees of
Holding Company. These Holding Company employees may provide services to New
Otter Tail Utility, but only, as is now the case for shared services, pursuant to agreements
ensuring that only appropriate costs are allocated to New Otter Tail Utility and with no
cross-subsidization of non-utility activities. The Company does not now, and following
the Transactions does not plan to, use a “service company” to provide services to entities
under the Holding Company. As noted, New Otter Tail Utility will perform through its

own employees most business functions related to the utility business.

16.  There will be no change to the current utility facilities owned, operated or
controlled by the Company and no change to the method of operation of those facilities.
Accordingly, there will be no change in New Otter Tail Utility’s participation in power

markets and no impact on competition in its markets. New Otter Tail Utility will



continue to be a member of the Midwest Independent Transmission System Operator
(“MISO”) and existing reliability and other utility organizations such as Mid-Continent
Area Power Pool, Mid-Continent Energy Marketers Association and the Midwest

Reliability Organization.

17. The Company currently has in place policies and procedures and other
protections to ensure that utility ratepayers do not subsidize its non-utility operations.
For example, the Company has cost allocation procedures to ensure that costs directly
attributable to a business are charged to that business only. Further, where there are
common costs, such as corporate governance, external financial reporting, consolidated
tax return preparation, shareholder services, investor relations, executive compensation
and benefits and the like, the Company allocates these costs on a method that is fair and

reasonable. These practices will continue unchanged.

18.  Because the Company’s utility business is conducted in three states, it
allocates cost of service expenses, capital and other costs among the jurisdictions. There
will be no substantive change in the allocation methods and procedures currently
employed by the Company as a result of the Transactions. Certain technical changes in
cost allocation documentation will be required (for example to simply recognize the new

corporate entities involved).

19. New Otter Tail Utility will be a “public utility” subject fully to the

regulatory authority of this Commission.

20. This Commission will have access to the books and records of Holding

Company, and any affiliate of New Otter Tail Utility, to perform its regulatory function.



The Commission will be able to determine if any transactions between New Otter Tail
Utility and Holding Company or any Holding Company subsidiary or affiliate results in
cross-subsidization or should result in disallowance of costs for rate making purposes.
Under the Public Utility Holding Company Act of 2005 (“PUHCA 2005”), the
Commission will have the ability to obtain any books or records that are identified by the
Commission in a proceeding as are relevant to costs incurred by New Otter Tail Utility
and are necessary for the effective discharge of the responsibilities of the Commission in
the proceeding. Similarly, the Commission will have access to the New Otter Tail Utility

books and records under NDCC § 49-02-14.

21. New Otter Tail Utility will be a “public utility” subject to the jurisdiction
of the Federal Energy Regulatory Commission (“FERC”) to the same extent as the
Company is now subject to FERC jurisdiction. Holding Company will be a “holding
company” for purposes of PUHCA 2005 and will be required to make an informational
filing with FERC within 30 days following the Transactions.! Holding Company will be
required to comply with FERC regulations regarding maintaining and providing FERC

access to certain books and records.

22. The Company will incur transaction costs relating to the restructuring
including application or filing fees, legal fees, accounting fees and other expenses. The
Company currently estimates that these costs (after the affect of taxes) will aggregate
approximately $1.1 million. New Otter Tail Utility may seek to include some portion of

the transition costs in rates, subject to regulatory approval in an appropriate proceeding.

! 18 CFR. § 366.4(2) (2007).



New Otter Tail Utility proposes amortizing those costs over a five-year period, effective

with the close of the Transactions.

23. The Transactions concern a rherger of the property or business of a public
utility wherein the fair market value exceeds five thousand dollars. Thus, NDCC § 49-

04-05 requires Commission approval of the Transactions.

24. The Transactions will also be subject to approval by the South Dakota
Public Utilities Commission, the Minnesota Public Utilities Commission, and the FERC.
Certain other minor Federal agency approvals may be required, such as from the Federal

Communications Commission relating to radio licenses.

25.  No approval is required under Minnesota law, the state in which the
Company is incorporated, from the holders of the Company’s common or, assuming
compliance with a financial test set out in the Company’s articles of incorporation,
cumulative preferred shareholders to effect the Transactions. Under Minnesota law, the
Holding Company and New Otter Tail Utility must have articles of incorporation and
bylaws that are substantially identical to the current articles of incorporation and bylaws

of the Company.

26. The Company will review its major contracts and obligations to determine
whether it will be necessary or desirable to obtain consents to the restructuring from third

parties.

27.  Upon receipt of necessary approvals and consents, the Company will

perform the steps to complete the Transactions that are set forth on Attachment A-3. In

-10-



the event approvals or consents determined by the Company to be necessary or
appropriate in order to consummate the Transactions are not obtained, the Company may
abandon the reorganization or attempt to restructure the Transactions as necessary and

appropriate, subject to the receipt of any required additional approval of this Commission.

28.  Inreviewing an NDCC 49-04-05 application, the Commission considers
whether the Transactions are “consistent with the public interest.” Northern States
Power Company Transfer Assets and Certificates/Balta Station Application, Case No.
PU-06-393, 2006 N.D. PUC LEXIS 27 (December 6, 2006). In a series of decisions, the
Commission has determined that the “consistent with the public interest” standard does
not require an affirmative finding of public benefit, just a finding that the transaction is
compatible with the public interest. See Id. (citing Re Minot Telephone Co., Docket No.
PU-156-94-11, 1994 WL 135200 at *2 (March 23, 1994). The Commission has held that
a transfer is in the public interest in the absence of evidence that ‘“‘the transfer will be

mjurious to the rights of the public or adversely affect other utilities.” Id.

29. The Transactions easily meet this standard. As discussed, there are no
perceived or perceivable detriments associated with the Transactions. Thus, the transfer
will not be injurious to the rights of the public or adversely affect other utilities. Rather,
the Transactions will produce significant benefits by separating the Company’s regulated

and non-regulated functions.

30.  The Company will provide customer notice in the manner directed by the
Commission under Section 69-02-04-01 of the North Dakota Administrative Code. The

Company respectfully requests that notice of this proceeding fix a reasonable period of

-11-



time within which any person desiring to be heard may file a protest or request for a
hearing. If no such protests or requests for hearing are filed, the Company respectfully
requests that the Commission dispose of this matter on the pleadings and without a

hearing as provided in Section 69-02-04-05 of the North Dakota Administrative Code.

31. This filing complies with the requirements of Section 69-02-02-04 of the

North Dakota Administrative Code.

WHEREFORE, for all the reasons sfated herein, the Company requests that the
Commission approve the Transactions described herein, including the disposition, merger or
consolidation of its franchise, works or system necessary or useful in the performance of its
duties to the public in this State, approve the merger of Otter Tail Corporation with OT Holding
Company, and declare that all certificates of need, franchises, rate schedules, and other
authorities provided or issued by operation of law or by order of the Commission to Otter Tail
Corporation d/b/a Otter Tail Power Company, be deemed to be held by the newly formed New
Otter Tail Utility, to be named Otter Tail Power Company, a subsidiary of Holding Company,
effective upon merger closing, as though such certificates, franchises, rate schedules, and other

authorities were issued by the Commission to New Otter Tail Utility.

-12-



Dated: June 3, 2008

William J. Harmon
Christopher W. Flynn
Laurie M. Earl

Jones Day

77 West Wacker, Suite 3500
Chicago, IL 60601
312-782-3939
wjharmon@jonesday.com
cwilynn@)jonesday.com
learl@jonesday.com

Michael J. Bradley

Moss & Bamett PA

4800 Wells Fargo Center
Minneapolis, MN 55402

612 877-5337
bradleym@moss-barnett.com

#

Respectfully submitted,

Otter Tail Corporation

By é\-—-— ZM&

George Koeck

General Counsel & Corporate Secretary
Otter Tail Corporation

4334 18th Ave. SW, Suite 200

PO Box 9156

Fargo, ND 58106-9156

701-451-3567

gkoeck@ottertail.com

Bruce Gerhardson

Associate General Counsel
Otter Tail Corporation

Otter Tail Corporation

215 South Cascade Street
Fergus Falls, MN 56538-0496
218 998-7108
bgerhardson@ottertail.com

13-



Attachment A-1

ORGANIZATION CHART

CURRENT STRUCTURE

Otter Tail Corporation

Otter Tail Power Company
(a division)

Otter Tail Energy
Services Company

Otter Tail

Varistar Corporation Assurance Limited

Subsidiaries of
Diversified Business




Attachment A-2

ORGANIZATION CHART

Otter Tail Corporation

- ]

‘ Otter Tail Energy ’70tter Tail Power . . Otter Tail
Services Company Company Varistar Corporation Assurance Limited

Subsidiaries of
Diversified Business




Attachment A-3

STEPS IN REORGANIZATION

See the Glossary below for an explanation of the company names used in this Steps in
Reorganization. A graphic representation of the Steps in Reorganization is set out following the

Glossary.

First, the Company will create a new subsidiary, Holding Company.

Second, Holding Company will create a subsidiary, OT Merger Co.

Third, the Company’s shareholdings in its non-utility subsidiaries will be transferred to
Holding Company as will the property, contracts, leases, rights, privileges, franchises, patents,
trademarks, licenses, registrations and other assets and liabilities of the Company that pertain to
the operation of the new holding company and that are not specific to the operation of the utility
business. The Company’s existing indebtedness will be categorized as either “utility” or “non-

utility.”

Fourth, the Company (which now consists only of the utility business) will merge with
OT Merger Co., with the Company being the surviving corporation. As a matter of law, all the
assets and liabilities and rights and obligations of the utility business will reside in the surviving

corporation, which will thereafter be named “Otter Tail Power Company.”



Consequences of the Merger

The shareholders of the Company will receive for each share of common or
cumulative preferred stock held at the time of the merger, one share of common
or cumulative preferred stock, respectively, of Holding Company, which will
thereafter be named Otter Tail Corporation.

Each outstanding option or right to purchase shares of the Company’s common
stock pursuant to the Company’s stock incentive plan or employee stock purchase
plan will be converted into an option or right to purchase, on the same terms and
conditions, an identical number of shares of common stock of Holding Company.

New Otter Tail Utility will be authorized under its Articles of Incorporation to
issue cumulative preferred stock, but after the transaction will have securities
outstanding designed to result in a cost of capital that is not greater than the cost
of the cumulative preferred stock currently outstanding for OTP.

The existing indebtedness categorized as “utility” will remain indebtedness of
New Otter Tail Utility by operation of law, unless redeemed or refinanced.

Holders of debt securities of the Company classified as “non-utility” will
exchange their securities or agree to amendments which will result in these
securities becoming the obligations of Holding Company. Alternatively, Holding
Company may issue new securities to refinance non-utility indebtedness.



The Company

OTP

Holding Company

OT Merger Co.

New Otter Tail Utility

Glossary

Otter Tail Corporation as it exists before the
transactions

Otter Tail Power Company, a division of the
Company, as it exists before the transactions

Initially a first tier subsidiary of the Company,
formed under the name OT Holding Company
for purposes of the transaction. It will become
the top public holding company under the
name Otter Tail Corporation upon completion
of the transaction.

Initially a second tier subsidiary of the
Company and a direct subsidiary of OT
Holding Company formed under the name OT
Merger Co. The Company will merge with
OT Merger Co. with the Company (which at
that time will hold the assets and liabilities of
the utility business) as the surviving
corporation. Effective with the merger, OT
Merger Co. will change its name to Otter Tail
Power Company.

The utility company subsidiary of Holding
Company following the transaction (which is
the surviving corporation of the merger of the
Company with OT Merger Co.), which will be
named Otter Tail Power Company after the
merger.



Graphic Representation

of

Steps in Reorganization

Step 1. Formation of "OT Holding Company"

Otter Tail Corporation

Otter Tail Power
Company (a division)

Otter Tail Energy
Services Company

OT Holding Company

Varistar Corporation

Otter Tail
Assurance Limited
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Subsidiaries of
Diversified Business




Step 2. Formation of "OT Merger Co."

Otter Tail Corporation

Otter Tail Power
Company (a division)

Otter Tail Energy
Services Company

OT Holding Company

Varistar Corporation

Otter Tail
Assurance Limited

OT Merger Co.

Subsidiaries of
Diversified Business




Step 3. Transfer of Assets and Subsidiaries

Otter Tail Corporation

Otter Tail Power
Company (a division)

Holding Company Subsidiaries transferred under
Assets Transferred OT Holding Company

OT Holding Company

Otter Tail Energy
Services Company

Otter Tail

OT Merger Co. Varistar Corporation Assurance Limited

Subsidiaries of
Diversified Business




Step 4. Otter Tail Corporation,
with only utility assets,
merges with OT Merger Co

Otter Tail Power Company
(a division)

OT Holding Company
(HC with assets)

Otter Tail Energy
Services

OT Merger Co.

A

Varistar
Corporation

Otter Tail
Assurance Limited

Subsidiaries of
Diversified Business




FINAL RESULT

Otter Tail Corporation

Otter Tail Energy
Services Company

Otter Tail Power
Company

Varistar Corporation

Otter Tail
Assurance Limited

Subsidiaries of
Diversified Business




ATTACHMENT B

Articles of Incorporation of New Otter Tail Utility



FORM OF

ARTICLES OF INCORPORATION
OF
OTTER TAIL POWER COMPANY

ARTICLE L.

The name of the corporation shall be Otter Tail Power Company.
ARTICLE II.

The purposes of the corporation shall be as follows:

(a) To generate, produce, buy or in any manner acquire, and to sell, dispose of, and
distribute electricity for light, heat and power and other purposes, and to carry on the business of
furnishing, supplying, manufacturing, and selling light, heat, power, gas, water, and steam, and
any and all business incidental thereto; and to build, construct, develop, improve, buy, acquire by
condemnation or otherwise, hold, own, lease, maintain and operate plants, facilities, systems, and
works for the manufacture, generation, production, accumulation, transmission, and distribution
of electricity, gas, water, and steam, and to exercise rights of condemnation and eminent domain
in connection with the doing of any of its purposes as herein set forth so far as may be
permissible by law.

(b) To produce, mine, buy, sell, store, market, deal in, and prospect for, coal, oil and
minerals of all kinds and the products and by-products thereof.

(©) To manufacture, buy, sell, trade, and deal in goods, wares, merchandise, property,
and commodities of any and every class and description.

(d To purchase, acquire, and lease, and to sell, lease, and dispose of water, water
rights, and power privileges for power, light, heat, mining, milling, irrigation, agricultural,
domestic or any other use or purpose.

(e) To acquire, hold, mortgage, pledge, or dispose of the shares, bonds, securities,
and other evidences of indebtedness of any domestic or foreign corporation.

® To endorse or guarantee the promissory notes, checks, drafts, evidences of
indebtedness or obligations of whatsoever nature of any corporation, domestic or foreign, of
which the corporation shall own or control, directly or indirectly a majority of the stock then
entitled to elect directors, or a majority thereof.

(8 To do or perform any and all lawful business necessary, essential or expedient to
the proper conduct of any of the purposes aforesaid.

ARTICLE IIL

The period of duration of the corporation shall be perpetual.



ARTICLE IV.

The location and post-office address of the registered office of the corporation in
Minnesota is 215 Cascade Street South, Fergus Falls, Minnesota 56537.

ARTICLE V.

The total authorized number of shares of the corporation is 52,500,000, divided into three
classes; namely, 1,500,000 Cumulative Preferred Shares without par value (the “Cumulative
Preferred Shares™); 1,000,000 Cumulative Preference Shares without par value (the “Cumulative
Preference Shares”); and 50,000,000 Common Shares of the par value of $5 per share (the
“Common Shares”). No fractional shares of any class or series shall be issued by the
corporation.

ARTICLE VL

The designations, relative rights, voting power, preferences and restrictions of the
Cumulative Preferred Shares, the Cumulative Preference Shares and the Common Shares,
respectively, shall be as set forth in Division I through Division VI, inclusive, of this Article VL.

The term “subordinate shares,” when hereinafter in this Article VI used with reference to
shares junior to the Cumulative Preferred Shares, means the Cumulative Preference Shares, the
Common Shares and shares of any other class, which may hereafter be authorized, ranking junior
to the Cumulative Preferred Shares with respect to the payment of dividends or the distribution
of assets; and when hereinafter used with reference to shares junior to the Cumulative Preference
Shares, means the Common Shares and shares of any other class, which may hereafter be
authorized, ranking junior to the Cumulative Preference Shares with respect to the payment of
dividends or the distribution of assets.

IV. DIVISION I
V. Provisions Relating to Cumulative Preferred Shares

Issue in Series. The Cumulative Preferred Shares may be issued from time to time in one
or more series, each of which series shall have such designation and such relative rights, voting
power, preferences and restrictions as are hereinafter provided and, to the extent hereinafter
permitted, as are determined and stated by the Board of Directors in the resolution or resolutions
authorizing the creation of shares of such series.

All Cumulative Preferred Shares shall be of equal rank and shall be identical, except in
respect of their relative voting power (determined as hereinafter provided in Division IV) and the
particulars that may be determined by the Board of Directors as hereinafter provided; and each
share of each series shall be identical in all respects with the other shares of such series, except
as to the dates from which dividends thereon shall be cumulative. Cumulative Preferred Shares
shall be issued only as fully paid and nonassessable shares.

Subject to the provisions of the last paragraph of this Subdivision A, authority is hereby
expressly granted to the Board of Directors to authorize the issuance of Cumulative Preferred



Shares in one or more series, and to determine and state, by the resolution or resolutions
authorizing the creation of each series: (i) the designation of the series and the number of shares
which shall constitute such series, which number may be altered from time to time by like action
of the Board of Directors in respect of shares then unallotted; (ii) the annual rate of dividends
payable on shares of such series; (iii) the price or prices per share at which the shares of such
series shall be redeemable; (iv) the amount payable on shares of such series in the event of any
dissolution, liquidation or winding up of the affairs of the corporation, which amount may differ
in the case of a voluntary or involuntary dissolution, liquidation or winding up of such affairs;
(v) the conversion rights, if any, with respect to the conversion of shares of such series into
Common Shares of the corporation; and (vi) the sinking or purchase fund provisions, if any, for
the mandatory redemption or purchase of shares of such series.

In the case of each series of Cumulative Preferred Shares created after April 1, 1977, the
amount (in addition to accrued and unpaid dividends, if any) which the holders of shares of such
series shall be entitled to receive in the event of any dissolution, liquidation or winding up of the
affairs of the corporation which shall be involuntary shall be equal to the gross consideration
received by the corporation upon the issuance thereof (without regard to any premium received
or any underwriting discount or commission, private placement fee or other expense incurred by
the corporation in connection with the issuance thereof).

Dividends. Before any dividends on any subordinate shares shall be paid or declared and
set apart for payment, the holders of the Cumulative Preferred Shares of each series shall be
entitled to receive, when and as declared by the Board of Directors, out of any funds legally
available for such purpose, cash dividends at the annual rate for such series theretofore fixed by
the Board of Directors as hereinbefore provided, and no more, payable quarterly on such dates as
may be fixed in the resolution or resolutions adopted by the Board of Directors authorizing the
creation of such series. Such dividends shall be paid to shareholders of record on the respective
dates, not exceeding twenty (20) days prior to such payment dates, fixed by the Board of
Directors for such purpose. Such dividends shall be cumulative, in the case of shares of each
particular series:

0y if issued prior to the record date for the first dividend on shares of such
series, then from and including the date fixed for such purpose by the Board of Directors
in the resolution or resolutions creating such series;

2) if issued during the period commencing immediately after the record date
for a dividend on shares of such series and terminating at the close of the payment date
for such dividend, then from and including such last mentioned dividend payment date;

3) otherwise from and including the quarterly dividend payment date next
preceding the date of issue of such shares.

No dividend shall be paid, or declared and set apart for payment, upon any Cumulative
Preferred Shares of any series for any quarterly dividend period unless at the same time a like
proportionate dividend for the same or comparable quarterly period, ratable in proportion to the
respective annual dividend rates fixed therefor, shall be paid, or declared and set apart for
payment, upon all Cumulative Preferred Shares of all series then issued and outstanding.



In no event shall any dividend be paid or declared, nor shall any distribution be made, on
any subordinate shares, nor shall any subordinate shares be purchased, redeemed or otherwise
acquired by the corporation for value, nor shall any moneys be paid to or set aside or made
available for a purchase fund or sinking fund for the purchase or redemption of any subordinate
shares, unless (i) all dividends on the Cumulative Preferred Shares of all series for all past
quarterly dividend periods and for the then current quarterly dividend period shall have been paid
or declared and a sum sufficient for the payment thereof set apart for payment; and (ii) the
corporation shall not be in default or deficient under any requirement of a sinking or purchase
fund established with respect to outstanding Cumulative Preferred Shares of any series for any
period then elapsed.

Subject to the provisions of this Article VI, and not otherwise, dividends may be declared
by the Board of Directors and paid from time to time, out of any funds legally available therefor,
upon the then outstanding subordinate shares, and the holders of the Cumulative Preferred Shares
shall not be entitled to participate in any such dividends.

Redemption of Cumulative Preferred Shares. Subject to the limitations stated in
Subdivision D of this Division I, the Cumulative Preferred Shares of any or all series may be
redeemed, as a whole at any time or in part from time to time, at the option of the corporation by
resolution of the Board of Directors, at the applicable redemption price for the shares of such -
series as determined by the Board of Directors in the resolution or resolutions authorizing the
creation of such series, together with an amount (hereinafter referred to as “accrued dividends to
the redemption date”) in the case of each share, computed at the annual dividend rate for the
series of which the particular share is a part, from and including the date on which dividends on
such shares become cumulative to and including the date of redemption, less the aggregate
amount of all dividends which have theretofore been paid thereon or which have been declared
thereon and for which moneys for payment have been set apart and remain available for payment.
To the extent that Cumulative Preferred Shares of any series are redeemed through the operation
of a sinking or purchase fund provided for in the resolution or resolutions of the Board of
Directors creating such series, such shares shall be redeemed by resolution of the Board of
Directors at the time and at the applicable redemption price specified for redemption of shares of
such series pursuant to such sinking or purchase fund by the resolution or resolutions creating
such series. If less than all the outstanding Cumulative Preferred Shares of any series are to be
redeemed, the shares to be redeemed shall be determined by lot in such manner as the Board of
Directors may prescribe.

Notice of every redemption of Cumulative Preferred Shares shall be mailed, addressed to
the holders of record of the shares to be redeemed at their respective addresses as they shall
appear on the stock books of the corporation, not less than thirty (30) days and not more than
sixty (60) days prior to the date fixed for redemption.

If notice of redemption shall have been duly given as aforesaid, and if, on or before the
redemption date specified in the notice, all funds necessary for the redemption shall have been
deposited in trust with a bank or trust company in good standing and doing business at any place
within the United States, having capital, surplus and undivided profits aggregating at least
$1,000,000 and designated in the notice of redemption, for the pro rata benefit of the holders of
the shares so called for redemption, so as to be and continue to be available therefor, then from



and after the date of such deposit, notwithstanding that any certificate for Cumulative Preferred
Shares so called for redemption shall not have been surrendered for cancellation, the shares
represented thereby shall no longer be deemed outstanding, the dividends thereon shall cease to
accumulate from and after the date fixed for redemption, and all rights with respect to the
Cumulative Preferred Shares so called for redemption shall forthwith on the date of such deposit
cease and terminate, except only the right of the holders thereof to receive the redemption price
of the shares so redeemed, including accrued dividends to the redemption date, but without
interest. Any funds deposited by the corporation pursuant to this paragraph and unclaimed at the
end of six (6) years after the date fixed for redemption shall be repaid to the corporation upon its
request expressed in a resolution of its Board of Directors, after which repayment the holders of
the shares so called for redemption shall look only to the corporation for the payment thereof.

All Cumulative Preferred Shares converted, redeemed or purchased voluntarily or
pursuant to any sinking fund or purchase fund for the mandatory redemption or purchase of
shares shall be retired and cancelled and shall have the status of authorized but unissued
Cumulative Preferred Shares of the corporation and may be reissued in the same manner as
authorized but unissued Cumulative Preferred Shares undesignated as to series.

Limitations on Purchase and Redemption of Cumulative Preferred Shares. No
Cumulative Preferred Shares of any series shall be purchased, redeemed or otherwise acquired
by the corporation for value, nor shall any moneys be paid to or set aside or made available for a
purchase fund or sinking fund for the purchase or redemption of Cumulative Preferred Shares of
any series, unless all dividends on the Cumulative Preferred Shares of all series for all past
quarterly dividend periods and for the current quarterly period shall have been paid or declared
and a sum sufficient for the payment thereof set apart for payment, except in the event all of the
Cumulative Preferred Shares shall be called for redemption.

Liquidation Preferences. In the event of any dissolution, liquidation or winding up of the
affairs of the corporation, before any distribution or payment shall be made to the holders of any
subordinate shares, the holders of the shares of each series of Cumulative Preferred Shares shall
be entitled to be paid in full the respective amounts fixed by the Board of Directors in the
resolution or resolutions authorizing the issue of such series, together with a sum, in the case of
each share, computed at the annual dividend rate for the series of which the particular share is a
part, from the date on which dividends on such shares became cumulative to and including the
date fixed for such distribution or payment, less the aggregate amount of all dividends which
have theretofore been paid thereon or which have been declared thereon and for which moneys
have been set apart and remain available for payment. If such distribution or payment shall have
been made to the holders of the Cumulative Preferred Shares, or moneys made available for such
payment in full, the remaining assets and funds of the corporation shall be distributed among the
holders of the classes of subordinate shares, according to their respective rights and preferences
and in each case according to their respective shares. If the assets available are not sufficient to
pay in full the amounts so payable to the holders of all outstanding Cumulative Preferred Shares,
the holders of all series of such shares shall share ratably in any distribution of assets in
proportion to the full amounts to which they would otherwise be respectively entitled. The
consolidation or merger of the corporation into or with any other corporation or corporations
pursuant to the statutes of the State of Minnesota providing for consolidation or merger shall not




be deemed a liquidation, dissolution or winding up of the affairs of the corporation within the
meaning of any of the provisions of this Subdivision E.

Voting and Restrictions on Certain Corporate Action. The holders of the Cumulative
Preferred Shares shall not be entitled to vote at any meetings of the shareholders of the
corporation, except as required by law or as hereinafter otherwise provided in this Subdivision F
and in Division IV:

(1) So long as any Cumulative Preferred Shares of any series are outstanding,
the corporation shall not without the consent (given by vote at a special meeting of
shareholders called for the purpose) of the holders of at least two-thirds (2/3) of the
aggregate voting power (determined as hereinafter provided in Division IV) vested in the
Cumulative Preferred Shares of all series then outstanding:

(a) Create, authorize or issue any shares of any class ranking prior to,
or any securities of any kind or class convertible into shares of any class ranking
prior to, the Cumulative Preferred Shares as to dividends or assets; or

(b) Amend the Articles of Incorporation so as to affect adversely any
‘of the preferences or other rights of the holders of the Cumulative Preferred
Shares, provided, however, that if any such amendment would affect adversely
the holders of one or more, but not all, of the series of Cumulative Preferred
Shares at the time outstanding, consent only of the holders of at least two-thirds
(2/3) of the aggregate voting power (determined as hereinafter provided in
Division IV) vested in the shares of each series so adversely affected shall be
required.

(2)  So long as any Cumulative Preferred Shares of any series are outstanding,
the corporation shall not without the consent (given by vote at a special meeting of
shareholders called for the purpose) of the holders (i) of at least a majority of the
aggregate voting power (determined as hereinafter provided in Division IV) vested in the
Cumulative Preferred Shares of all series then outstanding, or (ii) in case of the negative
vote at such meeting of the holders of more than one-fourth (1/4) of the aggregate voting
power (determined as hereinafter provided in Division IV) vested in the Cumulative
Preferred Shares of all series then outstanding, of at least two-thirds (2/3) of aggregate
voting power (determined as hereinafter provided in Division IV) vested in the
Cumulative Preferred Shares of all series then outstanding:

(a) Increase the authorized number of Cumulative Preferred Shares, or
create, authorize or issue any shares of any class ranking on a parity with the
Cumulative Preferred Shares as to dividends or assets, or any securities of any
kind or class convertible into Cumulative Preferred Shares or shares of any class
on a parity with the Cumulative Preferred Shares; or

(b) Issue any Cumulative Preferred Shares of any series if as a result

thereof more than 60,000 Cumulative Preferred Shares of all series will then be
outstanding, unless:
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(1) The corporation’s “Adjusted Income Available for
Interest,” as hereinafter defined, shall be at least equal to one-and-one-half
(1-1/2) times the corporation’s “Adjusted Interest and Preferred Charges,”
as hereinafter defined; and

(1)  The corporation’s “Adjusted Income Available for
Preferred Dividends,” as hereinafter defined, shall be at least equal to two-
and-one- half (2-1/2) times the corporation’s “Adjusted Preferred
Charges,” as hereinafter defined; and

(1)  The corporation’s “Common Share Equity,” as hereinafter
defined, shall equal at least one-fourth (1/4) of the corporation’s “Total
Capitalization,” as hereinafter defined; or

(©) Declare, pay or set apart for payment any dividend on any
subordinate shares, or purchase, redeem or otherwise acquire for value any
subordinate shares, or pay or set aside or make available any moneys for a
purchase fund or sinking fund for the purchase or redemption of any such
subordinate shares, unless after giving effect to the payment of such dividend or
such purchase, redemption or other acquisition of such payment or setting aside of
moneys in a purchase fund or sinking fund,

@) The “Common Share Equity,” as hereinafter defined, shall
equal at least one- fourth (1/4) of the ““Total Capitalization,” as hereinafter
defined; and

(1)  The earned surplus of the corporation shall be not less than
$831,398.

(d) Consolidate or merge into or with any other corporation or
corporations pursuant to the statutes of the State of Minnesota providing for
consolidation or merger, unless, immediately after such consolidation or merger
shall become effective:

(1) The Cumulative Preferred Shares of the corporation
outstanding immediately prior to such consolidation or merger shall
remain outstanding or be constituted as shares of the corporation resulting
from such consolidation or merger in the same number and with the same
relative rights, voting power, preferences and restrictions as theretofore,
the authorized number thereof shall not be increased, there shall be no
shares of the resulting corporation outstanding or authorized ranking prior
to or on a parity with the Cumulative Preferred Shares, except shares of
the corporation outstanding or authorized immediately prior to such
consolidation or merger, and the indebtedness for borrowed money of the
resulting corporation immediately after such consolidation or merger shall
be no greater than the indebtedness for borrowed money of the corporation
immediately preceding such consolidation or merger; or



(11) (aa)  The “Adjusted Income Available for Interest,” as
hereinafter defined, of the resulting corporation shall be at least
equal to one-and-one-half (1-1/2) times its “Adjusted Interest and
Preferred Charges,”” as hereinafter defined; and

(bb)  The “Adjusted Income Available for Preferred
Dividends,” as hereinafter defined, of the resulting corporation
shall be at least equal to two-and-one-half (2-1/2) times its
“Adjusted Preferred Charges,” as hereinafter defined; and

(cc)  The “Common Share Equity,” as hereinafter
defined, of the resulting corporation shall equal at least one-fourth
(1/4) of its “Total Capitalization,” as hereinafter defined.

(e) Sell, lease or exchange all or substantially all of its property and
assets, unless, after the completion of such transaction, the fair value of the assets
of the corporation shall at least equal the preference on voluntary liquidation of all
Cumulative Preferred Shares of all series then outstanding and of all shares then
outstanding of a class on parity with the Cumulative Preferred Shares, after first
deducting an amount equal to all then existing indebtedness of the corporation and
an amount equal to the preference on voluntary liquidation of all shares ranking
prior to the Cumulative Preferred Shares.

3) For the purposes of the foregoing provisions of this Subdivision F:

(a) The term “Adjusted Income Available for Interest” shall mean the
gross income of the corporation for a period of twelve (12) consecutive calendar
months selected by the corporation out of the fifteen (15) calendar months
immediately preceding the proposed issuance of additional Cumulative Preferred
Shares, or the proposed consolidation or merger, determined in accordance with
such system of accounts as may be prescribed by governmental authorities having
jurisdiction in the premises or, in the absence thereof, in accordance with
generally accepted accounting practice, available for the payment of interest, but
after deduction of taxes of all kinds (including taxes based on income) including
for a like period such gross income (similarly computed and with similar
deductions and eliminating any duplication of income) of any property which was
or will have been an operating unit or a part of an operating unit preceding its
acquisition by the corporation and which has been acquired within the past twelve
(12) months immediately preceding or is to be acquired by the corporation
substantially contemporaneously with the proposed issuance of additional
Cumulative Preferred Shares, or the proposed consolidation or merger.



(b) The term “Adjusted Interest and Preferred Charges” is hereby
defined as the sum of (i) the interest charges for one year upon all interest bearing
indebtedness of the corporation outstanding at the time of issuance of such
Cumulative Preferred Shares or of the proposed consolidation or merger,
including that, if any, proposed to be issued or assumed substantially
contemporaneously, or to which property theretofore acquired or to be acquired
substantially contemporaneously is or will be subject (adjusted for all
amortization of debt discount and expense, or of premium on debt, as the case
may be), and (ii) the dividend requirements for one year on all outstanding
Cumulative Preferred Shares, and on all other shares of a class ranking prior to or
on a parity with the Cumulative Preferred Shares as to dividends or assets,
outstanding at the time of issuance of such additional Cumulative Preferred
Shares, or of such consolidation or merger, including all such shares proposed to
be issued, or all such shares of the resulting corporation, as the case may be.

(c) The term “Adjusted Income Available for Preferred Dividends” is
hereby defined as the “Adjusted Income Available for Interest” for the aforesaid
twelve (12) months’ period, less the intetest charges for one year and the dividend
requirements for one year on any shares ranking prior to the Cumulative Preferred
Shares, included in determining the “Adjusted Interest and Preferred Charges.”

(d) The term “Adjusted Preferred Charges” is hereby defined as the
“Adjusted Interest and Preferred Charges” for one year determined at the time of
issuance of such Cumulative Preferred Shares or of the proposed consolidation or
merger, less the interest charges for one year and the dividend requirements for
one year on any shares ranking prior to the Cumulative Preferred Shares, included
in determining the “Adjusted Interest and Preferred Charges.”

(e) The term “Common Share Equity” is hereby defined as the sum of
(1) the stated capital of the corporation applicable to its Common Shares and to all
other subordinate shares (including shares, if any, proposed to be issued
substantially contemporaneously or any additional such shares of the resulting
corporation, as the case may be), (ii) capital surplus to the extent of premium on
Common Shares and on all other subordinate shares (including premium, if any,
on shares proposed to be issued substantially contemporaneously or any
additional such shares of the resulting corperation, as the case may be),
(i) contributions in aid of construction, and (iv) earned surplus, all determined in
accordance with such system of accounts as may be prescribed by governmental
authorities having jurisdiction in the premises or, in the absence thereof, in
accordance with generally accepted accounting practice.

® The term “Total Capitalization” is hereby defined as the sum of
(1) the Common Share Equity, (ii) the involuntary liquidation preference of all
Cumulative Preferred Shares and all other shares prior to or on a parity with the
Cumulative Preferred Shares to be outstanding after the proposed event, and
(ii1) the principal amount of all interest bearing debt (including debt to which
property theretofore acquired or to be acquired substantially contemporaneously
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is or will be subject) to be outstanding after the proposed event, excluding,
however, all indebtedness maturing by its terms within one year from the time of
creation thereof unless the corporation, without the consent of the lender, has the
right to extend the maturity of such indebtedness for a period or periods which,
with the original period of such indebtedness, aggregates one year or more.

VI. DIVISION II

Provisions Relating to Cumulative Preference Shares

A. Issue in Series. The Cumulative Preference Shares may be issued from time to
time in one or more series, each of which series shall have such designation and such relative
rights, voting power, preferences and restrictions as are hereinafter provided and, to the extent
hereinafter permitted, as are determined and stated by the Board of Directors in the resolution or
resolutions authorizing the creation of shares of such series.

All Cumulative Preference Shares shall be of equal rank and shall be identical, except in
respect of their relative voting power (determined as hereinafter provided in Division IV) and the
particulars that may be determined by the Board of Directors as hereinafter provided; and each
share of each series shall be identical in all respects with the other shares of such series, except
as to the dates from which dividends thereon shall be cumulative. Cumulative Preference Shares
shall be issued only as fully paid and nonassessable shares.

Subject to the provisions of the last paragraph of this Subdivision A, authority is hereby
expressly granted to the Board of Directors to authorize the issuance of Cumulative Preference
Shares in one or more series, and to determine and state, by the resolution or resolutions
authorizing the creation of each series: (i) the designation of the series and the number of shares
which shall constitute such series, which number may be altered from time to time by like action
of the Board of Directors in respect of shares then unallotted; (ii) the annual rate of dividends
payable on shares of such series; (iii) the price or prices per share at which the shares of such
series shall be redeemable; (iv) the amount payable on shares of such series in the event of any
dissolution, liquidation or winding up of the affairs of the corporation, which amount may differ
in the case of a voluntary or involuntary dissolution, liquidation or winding up of such affairs,
provided that the amount in the case of an involuntary dissolution, liquidation or winding up of
such affairs shall be determined as provided in the following paragraph; (v) the conversion
rights, if any, with respect to the conversion of shares of such series into Common Shares of the
corporation; and (vi) the sinking or purchase fund provisions, if any, for the mandatory
redemption or purchase of shares of such series.

The amount (in addition to accrued and unpaid dividends, if any) which the holders of
Cumulative Preference Shares of each series shall be entitled to receive in the event of any
dissolution, liquidation or winding up of the affairs of the corporation which shall be involuntary
shall be equal to the gross consideration received by the corporation upon the issuance thereof
(without regard to any premium received or any underwriting discount or commission, private
placement fee or other expense incurred by the corporation in connection with the issuance
thereof).
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B. Dividends. Subject to the preferential rights of the holders of Cumulative
Preferred Shares with respect to payment of dividends as set forth in Subdivision B of Division I,
the holders of the Cumulative Preference Shares of each series shall be entitled to receive, when
and as declared by the Board of Directors, out of any funds legally available for such purpose,
cash dividends at the annual rate for such series theretofore fixed by the Board of Directors as
hereinbefore provided, and no more, payable quarterly on such dates as may be fixed in the
resolution or resolutions adopted by the Board of Directors authorizing the creation of such
series. Such dividends shall be paid to shareholders of record on the respective dates, not
exceeding twenty (20) days prior to such payment dates, fixed by the Board of Directors for such
purpose. Such dividends shall be cumulative from and including the date or dates fixed for such
purpose by the Board of Directors in the resolution or resolutions authorizing the creation of
such series.

No dividend shall be paid, or declared and set apart for payment, upon any Cumulative
Preference Shares of any series for any quarterly dividend period unless at the same time a like
proportionate dividend for the same or comparable quarterly period, ratable in proportion to the
respective annual dividend rates fixed therefor, shall be paid, or declared and set apart for
payment, upon all Cumulative Preference Shares of all series then issued and outstanding.

In no event shall any dividend be paid or declared, nor shall any distribution be made, on
any subordinate shares, other than a dividend or distribution payable solely in subordinate shares,
nor shall any subordinate shares be purchased, redeemed or otherwise acquired by the
corporation for value, nor shall any moneys be paid to or set aside or made available for a
purchase fund or sinking fund for the purchase or redemption of any subordinate shares, unless
(1) all dividends on the Cumulative Preference Shares of all series for all past quarterly dividend
periods and for the then current quarterly dividend period shall have been paid or declared and a
sum sufficient for the payment thereof set apart for payment; and (ii) the corporation shall not be
in default or deficient under any requirement of a sinking or purchase fund established with
respect to outstanding Cumulative Preference Shares of any series for any period then elapsed.

Subject to the provisions of this Article VI, and not otherwise, dividends may be declared
by the Board of Directors and paid from time to time, out of any funds legally available therefor,
upon the then outstanding subordinate shares, and the holders of the Cumulative Preference
Shares shall not be entitled to participate in any such dividends.

C. Redemption of Cumulative Preference Shares. Subject to the limitations stated in
Subdivision B of Division I and in Subdivision D of this Division II, the Cumulative Preference
Shares of any or all series may be redeemed, as a whole at any time or in part from time to time,
at the option of the corporation by resolution of the Board of Directors, at the applicable
redemption price for the shares of such series as determined by the Board of Directors in the
resolution or resolutions authorizing the creation of such series, together with an amount
(hereinafter referred to as “accrued dividends to the redemption date™) in the case of each share,
computed at the annual dividend rate for the series of which the particular share is a part, from
and including the date on which dividends on such share became cumulative to and including the
date of redemption, less the aggregate amount of all dividends which have theretofore been paid
thereon or which have been declared thereon and for which moneys for payment have been set
apart and remain available for payment. Each such redemption shall be effected upon the same
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notice as provided in Subdivision C of Division I in respect of the redemption of Cumulative
Preferred Shares, and all other provisions of said Subdivision C with respect to the method and
effect of redemption of Cumulative Preferred Shares shall be applicable to the redemption of
Cumulative Preference Shares in the same manner and with the same force and effect as though
such provisions were set forth in full in this Subdivision C.

All Cumulative Preference Shares converted, redeemed or purchased voluntarily or
pursuant to any sinking fund or purchase fund for the mandatory redemption or purchase of
shares shall be retired and cancelled and shall have the status of authorized but unissued
Cumulative Preference Shares of the corporation and may be reissued in the same manner as
authorized but unissued Cumulative Preference Shares undesignated as to series.

D. Limitation on Purchase and Redemption of Cumulative Preference Shares. No
Cumulative Preference Shares of any series shall be purchased, redeemed or otherwise acquired
by the corporation for value, nor shall any moneys be paid to or set aside or made available for a
purchase fund or sinking fund for the purchase or redemption of Cumulative Preference Shares
of any series, unless all dividends on the Cumulative Preference Shares of all series for-all past
quarterly dividend periods and for the current quarterly period shall have been paid or declared
and a sum sufficient for the payment thereof set apart for payment, except in event all of the
Cumulative Preference Shares shall be called for redemption.

E. Liquidation Preferences. In the event of any dissolution, liquidation or winding
up of the affairs of the corporation, before any distribution or payment shall be made to the
holders of any class of subordinate shares, the holders of the shares of each series of Cumulative
Preference Shares shall be entitled to be paid in full the respective amounts fixed by the Board of
Directors in the resolution or resolutions authorizing the creation of such series together with an
amount, in the case of each share, computed at the annual dividend rate for the series of which
the particular share is a part, from and including the date on which dividends on such share
became cumulative to and including the date fixed for such payment, less the aggregate amount
of all dividends which have theretofore been paid thereon or which have been declared thereon
and for which moneys have been set apart and remain available for payment; provided, however,
that no such payment to the holders of Cumulative Preference Shares shall be made until
payment in full shall have been made to the holders of Cumulative Preferred Shares, or moneys
made available for such payment in full, in accordance with the provisions of Subdivision E of
Division I. If such payment shall have been made to the holders of the Cumulative Preference
Shares, or moneys made available for such payment in full, the remaining assets and funds of the
corporation shall be distributed among the holders of the classes of subordinate shares according
to their respective rights and preferences and in each case according to their respective shares. If
the assets available are not sufficient to pay in full the amounts so payable to the holders of all
outstanding Cumulative Preference Shares, the holders of all series of such shares shall share
ratably in any distribution of assets in proportion to the full amounts to which they would
otherwise be respectively entitled. The consolidation or merger of the corporation into or with
any other corporation or corporations pursuant to the statutes of the State of Minnesota providing
for consolidation or merger shall not be deemed a liquidation, dissolution or winding up of the
affairs of the corporation within the meaning of any of the provisions of this Subdivision E.
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F. Voting and Restrictions on Certain Corporate Action. The holders of the
Cumulative Preference Shares shall not be entitled to vote at any meetings of the shareholders of
the corporation, except as required by law or as hereinafter otherwise provided in this
Subdivision F and in Division IV:

(1)  So long as any Cumulative Preference Shares of any series are outstanding,
the corporation shall not, without the consent (given by vote at a special meeting of
shareholders called for the purpose) of the holders of at least two-thirds (2/3) of the
aggregate voting power (determined as hereinafter provided in Division IV) vested in the
Cumulative Preference Shares of all series then outstanding:

(2) Create or authorize any shares of any class (other than the
Cumulative Preferred Shares, whether now or hereafter authorized) ranking prior
to the Cumulative Preference Shares as to dividends or assets; or

(b) Amend the Articles of Incorporation so as to affect adversely any
of the preferences or other rights of the holders of the Cumulative Preference
Shares, provided, however, that if any such amendment would affect adversely
the holders of one or more, but not all, of the series of Cumulative Preference
Shares at the time outstanding, consent only of the holders of at least two-thirds
(2/3) of the aggregate voting power (determined as hereinafter provided in
Division IV) vested in the shares of each series so adversely affected shall be
required.

(2)  Solong as any Cumulative Preference Shares of any series are outstanding,
the corporation shall not, without the consent (given by vote at a special meeting of
shareholders called for the purpose) of the holders (i) of at least a majority of the
aggregate voting power (determined as hereinafter provided in Division IV) vested in the
Cumulative Preference Shares of all series then outstanding, or (ii) in case of the negative
vote at such meeting of the holders of more than one-fourth (1/4) of the aggregate voting
power (determined as hereinafter provided in Division IV) vested in the Cumulative
Preference Shares of all series then outstanding, of at least two-thirds (2/3) of the
aggregate voting power (determined as hereinafter provided in Division IV) vested in the
Cumulative Preference Shares of all series then outstanding:

(a) Increase the authorized number of Cumulative Preference Shares,
or create or authorize any shares of any class ranking on a parity with the
Cumulative Preference Shares as to dividends or assets; or

(b) Consolidate or merge into or with any other corporation or
corporations pursuant to the statutes of the State of Minnesota providing for
consolidation or merger unless, immediately after such consolidation or merger
shall become effective, the Cumulative Preference Shares of the corporation
outstanding immediately prior to such consolidation or merger shall remain
outstanding or be constituted as shares of the corporation resulting from such
consolidation or merger in the same number and with the same relative rights,
voting power, preferences and restrictions as theretofore, the authorized number
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thereof shall not be increased, and there shall be no shares of the resulting

. corporation outstanding or authorized ranking prior to or on a parity with the
Cumulative Preference Shares, except shares of the corporation outstanding or
authorized immediately prior to such consolidation or merger; or

(c) Sell, lease or exchange all or substantially all of its property and
assets, unless, after the completion of such transaction, the fair value of the assets
of the corporation shall at least equal the preference on voluntary liquidation of all
Cumulative Preference Shares of all series then outstanding and of all shares then
outstanding of a class on a parity with the Cumulative Preference Shares, after
first deducting an amount equal to all then existing indebtedness of the
corporation and an amount equal to the preference on voluntary liquidation of all
shares ranking prior to the Cumulative Preference Shares.

VII. DIVISION II

Provisions Relating to Common Shares

A Dividends. Subject to the preferential rights of the holders of the Cumulative
Preferred Shares and the Cumulative Preference Shares with respect to the payment of dividends,
as set forth in Subdivision B of Division I and Subdivision B of Division I, respectively, holders
of the Common Shares shall be entitled to receive dividends, out of any funds legally available
therefor, when and as declared by the Board of Directors.

B. Liquidation Preferences. In the event of any dissolution, liquidation or winding-
up of the affairs of the corporation, whether voluntary or involuntary, holders of the Common
Shares shall be entitled to receive ratably, in accordance with the numbers of shares held by them
respectively, the assets of the corporation available for payment to shareholders remaining after
payment in full shall have been made to holders of the Cumulative Preferred Shares and the
Cumulative Preference Shares in accordance with the provisions of Subdivision E of Division I
and Subdivision E of Division II, respectively.

VIII. DIVISION IV

Voting Rights and Other Provisions
Relating to Cumulative Preferred Shares,
Cumulative Preference Shares and Common Shares

A. Voting Rights of Common Shares. Except as otherwise expressly set forth in this
Article VI and as provided by law, the holders of Common Shares shall have the sole voting
rights of shareholders of the corporation and shall be entitled to one vote for each share held, and
the holders of a majority of the Common Shares outstanding shall have power to authorize the
sale, lease, exchange or other disposal of all, or substantially all, of the property and assets of the
corporation, including its good will, to adopt or reject an agreement of consolidation or merger
and to amend the Articles of Incorporation.

B. Voting Rights of Cumulative Preferred Shares.
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1) After an amount equivalent to four (4) full quarterly dividend installments
on the Cumulative Preferred Shares of any series outstanding shall be in default, the
holders of Cumulative Preferred Shares of all series at the time outstanding, voting
separately as a class, shall, at any annual meeting of the shareholders or any special
meeting of the shareholders called as herein provided occurring during such period, elect
three members of the Board of Directors, and the holders of the Common Shares, voting
separately as a class, shall, subject to any rights of the holders of Cumulative Preference
Shares to elect directors as provided in Subdivision C of this Division IV, elect the
remaining directors of the corporation.

(2) After an amount equivalent to twelve (12) full quarterly dividend
installments on the Cumulative Preferred Shares of any series outstanding shall be in
default, the holders of Cumulative Preferred Shares of all series at the time outstanding,
voting separately as a class, shall at any annual meeting of the shareholders or any special
meeting of the shareholders called as herein provided occurring during such period, elect
the smallest number of directors necessary to constitute a majority of the full Board of
Directors, and the holders of the Common Shares, voting separately as a class, shall,
subject to any rights of the holders of Cumulative Preference Shares to elect directors as
provided in Subdivision C of this Division IV, elect the remaining directors of the
corporation.

3) At any annual meeting or special meeting of the shareholders for the
election of directors occurring after all dividends then in default on the Cumulative
Preferred Shares then outstanding shall be paid (and such dividends shall be declared and
paid out of any funds legally available therefor as soon as reasonably practical), the -
Cumulative Preferred Shares shall thereupon be divested of any special rights with
respect to the election of directors provided in paragraphs (1) and (2) of this
Subdivision B, but always subject to the same provisions for the vesting of such voting
power in the holders of the Cumulative Preferred Shares in the case of a future like
default or defaults in dividends thereon. '

4 Voting power vested in the holders of the Cumulative Preferred Shares as
provided in paragraphs (1) and (2) of this Subdivision B may be exercised at any annual
meeting of shareholders or at a special meeting of shareholders held for such purpose,
which special meeting of shareholders shall be called by the proper officers of the
corporation at any time when such voting power shall be so vested, within twenty (20)
days after written request therefor signed by the holders of not less than five percent (5%)
of the aggregate voting power (determined as hereinafter provided in Subdivision D of
this Division IV) vested in the Cumulative Preferred Shares of all series then outstanding,
the date of such special meeting to be not more than forty (40) days from the date of
giving of notice thereof.

%) Notice of any annual or special meeting of shareholders for the election of
directors held when voting powers as aforesaid shall be vested in the holders of
Cumulative Preferred Shares shall be given to all holders of Cumulative Preferred Shares
not less than fifteen (15) days prior to said meeting, and such notice shall describe with
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particularity the voting rights of the holders of each series of Cumulative Preferred
Shares.

(6) At any such annual or special meeting the presence in person or by proxy
of the holders of a majority of the aggregate voting power (determined as hereinafter
provided in Subdivision D of this Division IV) vested in the Cumulative Preferred Shares
of all series then outstanding shall be required to constitute a quorum of the holders of the
Cumulative Preferred Shares for the election by them of the directors whom they are
entitled to elect; provided, however, that the holders of a majority of the aggregate voting
power (determined as hereinafter provided in Subdivision D of this Division IV) vested
in the Cumulative Preferred Shares who are present in person or by proxy shall have
power to adjourn such meeting for the election of directors by the holders of the
Cumulative Preferred Shares from time to time, without notice other than announcement
at the meeting.

C. Voting Rights of Cumulative Preference Shares.

(1) After an amount equivalent to four (4) full quarterly dividend installments
on the Cumulative Preference Shares of any series outstanding shall be in default, the
holders of Cumulative Preference Shares of all series at the time outstanding, voting
separately as a class, shall, at any annual meeting of the shareholders or any special
meeting of the shareholders called as herein provided occurring during such period, elect
two members of the Board of Directors, and the holders of the Common Shares, voting
separately as a class, shall, subject to any rights of the holders of Cumulative Preferred
Shares to elect directors as provided in Subdivision B of this Division IV, elect the
remaining directors of the corporation.

2) At any annual meeting or special meeting of the shareholders for the
election of directors occurring after all dividends then in default on the Cumulative
Preference Shares then outstanding shall be paid (and such dividends shall be declared
and paid out of any funds legally available therefor as soon as reasonably practical), the
Cumulative Preference Shares shall thereupon be divested of any special rights with
respect to the election of directors provided for in paragraph (1) of this Subdivision C, but
always subject to the same provisions for the vesting of such voting power in the holders
of the Cumulative Preference Shares in the case of a future like default or defaults in
dividends thereon.

3) All provisions of paragraphs (4), (5) and (6) of Subdivision B of this
Division IV with respect to the method of exercising the special voting rights of the
holders of Cumulative Preferred Shares shall be applicable to the special voting rights of
the holders of Cumulative Preference Shares in the same manner and with the same force
and effect as though such provisions were set forth in full in this Subdivision C.

D. Number of Votes Applicable to Each Cumulative Preferred Share and to Each
Cumulative Preference Share. For the purpose of each vote or consent under the Articles of
Incorporation or pursuant to applicable law, the number of votes to which each Cumulative
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Preferred Share and each Cumulative Preference Share shall be entitled shall be determined as
follows:

(a) In voting by holders of Cumulative Preferred Shares, separately as
a class, or by series, each Cumulative Preferred Share entitled to receive the
smallest fixed amount (in addition to accrued and unpaid dividends, if any) in the
event of any dissolution, liquidation or winding-up of the affairs of the
corporation which shall be involuntary shall have one vote, and each Cumulative
Preferred Share entitled to receive a greater fixed amount (in addition to accrued
and unpaid dividends, if any) in any such event shall have the number of votes
which is in the same proportion as such greater amount shall be to such smallest
amount;

(b) In voting by holders of Cumulative Preference Shares, separately
as a class, or by series, each Cumulative Preference Share entitled to receive the
smallest fixed amount (in addition to accrued and unpaid dividends, if any) in the
event of any dissolution, liquidation or winding up of the affairs of the
corporation which shall be involuntary shall have one vote, and each Cumulative
Preference Share entitled to receive a greater fixed amount (in addition to accrued
and unpaid dividends, if any) in any such event shall have the number of votes
which is in the same proportion as such greater amount shall be to such smallest
amount; and

(©) In voting by holders of Cumulative Preferred Shares and/or
Cumulative Preference Shares and/or holders of Common Shares, together as a
single class, each Common Share shall have one vote, each Cumulative Preferred
Share and each Cumulative Preference Share entitled to receive $100 (in addition
to accrued and unpaid dividends, if any) in the event of any dissolution,
liquidation or winding up of the affairs of the corporation which shall be
involuntary shall have one vote and each Cumulative Preferred Share and each
Cumulative Preference Share entitled to receive a different fixed amount (in
addition to accrued and unpaid dividends, if any) in such event shall be entitled to
such greater or lesser number of votes which is in the same proportion as such
different amount shall be to $100.

E. Number and Term of Directors and Manner of Election.

(1) Except at such times as the holders of Cumulative Preferred Shares and/or
Cumulative Preference Shares shall have voting rights for the election of directors, (a) the
Board of Directors shall consist of such number of persons, not less than seven (7) nor
more than nine (9), as may be determined by the shareholders from time to time at annual
meetings thereof (subject to the authority of the Board of Directors to increase or
decrease the number of directors as permitted by law), (b) the term of office of each
director other than directors elected to fill vacancies shall be for the period ending at the
third annual meeting following his election and until his successor is elected and
qualified, (c) vacancies in the Board of Directors occurring by reason of death,
resignation, removal or disqualification shall be filled for the unexpired term of the
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director with respect to whom the vacancy occurred by a majority of the remaining
directors of the Board of Directors, although less than a quorum, and (d) vacancies in the
Board of Directors occurring by reason of newly created directorships resulting from an
increase in the authorized number of directors by action of the Board of Directors as
permitted by these Articles of Incorporation and the Bylaws of the corporation shall be
filled by a majority vote of the directors serving at the time of such increase, each
director so elected to a newly created directorship to serve for the appropriate term so as
to maintain, as near as may be, an equal division between the classes of directors.
Notwithstanding any other provisions of these Articles of Incorporation or the Bylaws of
the corporation or the fact that a lesser percentage may be specified by law, these Articles
of Incorporation or the Bylaws of the corporation, the affirmative vote of the holders of at
least 75% of the voting power of the then outstanding Common Shares shall be required
to amend, alter, adopt any provision inconsistent with or repeal this paragraph (1) of
Subdivision E of this Division IV unless the Board of Directors, if all such directors are
Continuing Directors, as defined in this Article VI, shall unanimously recommend such
amendment, alteration, adoption or repeal.

(2) If at any time the holders of Cumulative Preferred Shares and/or
Cumulative Preference Shares of the corporation shall, under the provisions of
paragraph (1) of Subdivision B of this Division IV or of paragraph (1) of Subdivision C
of this Division IV, become entitled to elect any directors, then the terms of all incumbent
directors shall expire at the time of the first annual meeting thereafter at which such
holders of Cumulative Preferred Shares and/or Cumulative Preference Shares are so
entitled to elect directors. If at any time the holders of Cumulative Preferred Shares of
the corporation shall, under the provisions of paragraph (2) of Subdivision B of this
Division IV, become entitled to elect a majority of the Board of Directors, the terms of all
incumbent directors shall expire whenever such majority has been duly elected and
qualified. During any period during which the holders of Cumulative Preferred Shares
and/or Cumulative Preference Shares of the corporation shall have voting rights with
respect to directors under the provisions of this Division IV, the Board of Directors shall
consist of eleven (11) persons and the entire number of persons composing such Board
shall be elected at each annual or special meeting of shareholders for the election of
directors and shall serve until the next such annual or special meeting or until their
successors have been elected and qualified, provided, however, that whenever the holders
of Cumulative Preferred Shares and/or Cumulative Preference Shares acquire voting
rights under paragraph (1) of Subdivision B of this Division IV or under paragraph (1) of
Subdivision C of this Division IV, and exercise such rights at a special meeting called
therefor, the terms of office of directors theretofore elected by the holders of Common
Shares will not expire until the next annual meeting. If a vacancy or vacancies in the
Board of Directors shall exist with respect to a director or directors who shall have been
elected by the holders of either Cumulative Preferred Shares or Cumulative Preference
Shares, the remaining directors elected by the holders of Cumulative Preferred Shares or
Cumulative Preference Shares, as the case may be, by affirmative vote of a majority
thereof, or the remaining director so elected if there be but one, may elect a successor or
successors to hold office for the unexpired term of the director or directors whose place
or places shall be vacant. Likewise, if a vacancy or vacancies shall exist with respect to a
director or directors who shall have been elected by the holders of Common Shares, the
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remaining directors elected by the holders of Common Shares, by affirmative vote of a
majority thereof, or the remaining director so elected if there be but one, may elect a
successor or successors to hold office for the unexpired term of the director or directors
whose place or places shall be vacant.

3) Whenever the Cumulative Preferred Shares shall be divested of voting
powers with respect to the election of directors as provided in paragraph (3) of
Subdivision B of this Division IV, the terms of all incumbent directors, other than
directors elected by the holders of Cumulative Preference Shares pursuant to
Subdivision C of this Division IV, shall expire upon the election of their successors by
the holders of the Common Shares at the next annual or special meeting of shareholders
for the election of directors. A special meeting shall be called for such purpose within
twenty (20) days after the written request therefor signed by the holders of not less than
five percent (5%) of the Common Shares outstanding, the date of such special meeting to
be not more than forty (40) days from the date of giving of notice thereof. Upon the
election and qualification of directors by the holders of Common Shares as aforesaid the
provisions of paragraph (1) of Subdivision E of this Division IV shall again control,
unless at that time the holders of Cumulative Preference Shares have voting rights for the
election of directors.

4) Whenever the Cumulative Preference Shares shall be divested of voting
powers with respect to the election of directors as provided in paragraph (2) of
Subdivision C of this Division IV, the terms of all incumbent directors, other than
directors elected by the holders of Cumulative Preferred Shares pursuant to
Subdivision B of this Division IV, shall expire on the election of their successors by the
holders of the Common Shares at the next annual or special meeting of shareholders for
the election of directors. A special meeting shall be called for such purpose within
twenty (20) days after the written request therefor signed by the holders of not less than
five percent (5%) of the Common Shares outstanding, the date of such special meeting to
be not more than forty (40) days from the date of giving of notice thereof. Upon the
election and qualification of directors by the holders of Common Shares as aforesaid, the
provisions of paragraph (1) of Subdivision E of this Division IV shall again control,
unless at that time the holders of Cumulative Preferred Shares have voting rights for the
election of directors.

F. Cumulative Voting. The holders of Common Shares of the corporation shall have
no right to cumulate votes in the election of directors. If notice in writing is given by any holder
of Cumulative Preferred Shares or Cumulative Preference Shares to any officer of the
corporation before a meeting for the election of directors at which such shareholder is entitled to
vote, or to the presiding officer at such meeting at any time before the election of directors takes
place, that he intends to cumulate his votes in such election, each holder of shares of the class
with respect to which such notice has been given shall have the right to multiply the number of
votes to which he may be entitled by the number of directors to be elected by the holders of
shares of such class, and he may cast all such votes for one candidate or distribute them among
any two or more candidates. In such case, it shall be the duty of the presiding officer, before the
election of directors at the meeting, to announce that all shareholders of the class with respect to
which such notice has been given shall cumulate their votes.
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G. Preemptive Rights. No holder of shares of the corporation of any class or of any
security or obligation convertible into, or of any warrant, option or right to purchase, subscribe
for or otherwise acquire, shares of any class of the corporation, whether now or hereafter
authorized, shall, as such holder, have any preemptive or preferential right whatsoever to
purchase, subscribe for or otherwise acquire shares of any class of the corporation or of any
security or obligation convertible into, or of any warrant, option or right to purchase, subscribe
for or otherwise acquire, shares of any class of the corporation, whether now or hereafter
authorized, other than such rights of subscription, if any, as the Board of Directors may from
time to time determine.

IX. DIVISION V

Voting Rights of Common Shares
Relating To Certain Business Combinations

A. In addition to any other affirmative vote required by law or these Articles of
Incorporation, and except as otherwise expressly provided in Subdivision B of this Division V,

(1) any merger or consolidation of the corporation or any Subsidiary (as
hereinafter defined) with (a) an Interested Shareholder (as hereinafter defined) or (b) any
other corporation (whether or not itself an Interested Shareholder) which is, or after such
merger or consolidation would be, an Affiliate or Associate (as such terms are hereinafter
defined) of an Interested Shareholder, or

2) any sale, lease, exchange, mortgage, pledge, grant of a security interest,
transfer or other disposition (in one transaction or a series of transactions), other than in
the ordinary course of business, to or with (a) an Interested Shareholder or (b) any other
person (whether or not itself an Interested Shareholder) which is, or after such sale, lease,
exchange, mortgage, pledge, grant of a security interest, transfer or other disposition
would be, an Affiliate or Associate of an Interested Shareholder, directly or indirectly, of
all or any Substantial Part (as hereinafter defined) of the assets of the corporation
(including, without limitation, any voting securities of a Subsidiary) or any Subsidiary, or
both, or

3) the issuance or transfer by the corporation or any Subsidiary (in one
transaction or a series of transactions) of any securities (except pursuant to stock
dividends, stock splits or similar transactions which would not have the effect of
increasing the proportionate voting power of an Interested Shareholder) of the
corporation or any Subsidiary, or both, to (a) an Interested Shareholder or (b) any other
person (whether or not itself an Interested Shareholder) which is, or after such issuance or
transfer would be, an Affiliate or Associate of an Interested Shareholder, or

“) the adoption of any plan or proposal for the liquidation or dissolution of

the corporation proposed by or on behalf of an Interested Shareholder or any Affiliate or
Associate of an Interested Shareholder, or
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(5) any reclassification of securities (including any reverse stock split), or
recapitalization of the corporation, or any merger or consolidation of the corporation with
any of its Subsidiaries or any other transaction (whether or not with or into or otherwise
involving an Interested Shareholder) which has the effect, directly or indirectly, of
increasing the proportionate share of the outstanding shares of any class of equity or
convertible securities of the corporation or any subsidiary directly or indirectly
beneficially owned by (a) an Interested Shareholder or (b) any other person (whether or
not itself an Interested Shareholder) which is, or after such reclassification,
recapitalization, merger or consolidation or other transaction would be, an Affiliate or
Associate of an Interested Shareholder,

shall not be consummated unless such consummation shall have been approved by the
affirmative vote of the holders of at least 75% of the voting power of the then outstanding
Common Shares. Such affirmative vote shall be required notwithstanding the fact that no vote
may be required, or that a lesser percentage may be specified, by law, in these Articles of
Incorporation or in any agreement with any national securities exchange or otherwise.

B. The provisions of Subdivision A of this Division V shall not be applicable to any
particular Business Combination (as hereinafter defined) and such Business Combination shall
require only such affirmative vote as is required by law and any other provision of these Articles
of Incorporation, if the Business Combination shall have been approved by a majority of the
Continuing Directors (as hereinafter defined) or all of the following conditions shall have been
met:

¢9) The transaction constituting the Business Combination shall provide for a
consideration to be received by all holders of Common Shares in exchange for all their
Common Shares, and the aggregate amount of the cash and the Fair Market Value as of
the date of the consummation of the Business Combination of consideration other than
cash to be received per share by holders of Common Shares in such Business
Combination shall be at least equal to the higher of the following:

(a) (if applicable) the highest per-share price (including any brokerage
commissions, transfer taxes and soliciting dealers’ fees) paid in order to acquire
any Common Shares beneficially owned by an Interested Shareholder (i) within
the two-year period immediately prior to the Announcement Date (as hereinafter
defined), (ii) within the two-year period immediately prior to the Determination
Date (as hereinafter defined) or (iii) in the transaction in which it became an
Interested Shareholder, whichever is highest; or

b) the Fair Market Value per Common Share on the Announcement
Date or on the Determination Date, whichever is higher.

) The consideration to be received by holders of Common Shares shall be in
cash or in the same form as was previously paid in order to acquire the Common Shares
that are beneficially owned by an Interested Shareholder and, if an Interested Shareholder
beneficially owns Common Shares that were acquired with varying forms of
consideration, the form of consideration for such Common Shares shall be either cash or
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the form used to acquire the largest number beneficially owned by it. The price
determined in accordance with paragraph 1 of this Subdivision B shall be subject to
appropriate adjustment in the event of any recapitalization, stock dividend, stock split,
combination of shares or similar event.

3) After such Interested Shareholder has become an Interested Shareholder
and prior to the consummation of such Business Combination:

(a) except as approved by a majority of the Continuing Directors,
there shall have been no failure to declare and pay at the regular date therefor the
full amount of any dividends (whether or not cumulative) payable on any
outstanding Cumulative Preferred Shares or Cumulative Preference Shares;

(b) there shall have been (i) no reduction in the annual rate of
dividends paid on the Common Shares (except as necessary to reflect any
subdivision of the Common Shares) other than as approved by a majority of the
Continuing Directors and (ii) an increase in such annual rate of dividends as
necessary to prevent any such reduction in the event of any reclassification
(including any reverse stock split), recapitalization, reorganization or any similar
transaction which has the effect of reducing the number of outstanding Common
Shares, unless the failure so to increase such annual rate is approved by a majority
of the Continuing Directors; and

(c) such Interested Shareholder shall not have become the beneficial
owner of any additional Common Shares except as part of the transaction in
which it became an Interested Shareholder.

C)) After such Interested Shareholder has become an Interested Shareholder,
such Interested Shareholder shall not have received the benefit, directly or indirectly
(except proportionately as a shareholder), of any loans, advances, guarantees, pledges or
other financial assistance or any tax credits or other tax advantages provided by the
corporation, whether in anticipation of or in connection with such Business Combination
or otherwise; and

4) A proxy or information statement describing the proposed Business
Combination and complying with the requirements of the Securities Exchange Act of
1934 and the rules and regulations thereunder (or any subsequent provisions replacing
such Act, rules or regulations) shall be mailed to the shareholders of the corporation, no
later than the earlier of (a) 30 days prior to any vote on the proposed Business
Combination or (b) if no vote on such Business Combination is required, 60 days prior to
the consummation of such Business Combination (whether or not such proxy or
information statement is required to be mailed pursuant to such Act or subsequent
provisions). Such proxy statement shall contain at the front thereof, in a prominent place,
any recommendations as to the advisability (or inadvisability) of the Business
Combination which the Continuing Directors, or any of them, may have furnished in
writing and, if deemed advisable by a majority of the Continuing Directors, an opinion of
a reputable investment banking firm as to the fairness (or lack of fairness) of the terms of
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such Business Combination, from the point of view of the holders of the Common Shares
other than an Interested Shareholder (such investment banking firm to be selected by a
majority of the Continuing Directors, to be furnished with all information it reasonably
requests and to be paid a reasonable fee for its services upon receipt by the corporation of
such opinion).

C. For the purposes of this Division V:

(1) “Business Combination” shall mean any transaction that is referred to in
any one or more of paragraphs 1 through 5 of Subdivision A of this Division V.

2) “Person” shall mean any individual, firm, trust, partnership, association,
corporation or other entity.

3) “Interested Shareholder” shall mean any person (other than the
corporation or any Subsidiary) who or which:

(2 1s the beneficial owner, directly or indirectly, of more than 10% of
the voting power of the then outstanding Common Shares; or

(b) is an Affiliate of the corporation and at any time within the two-
year period immediately prior to the date in question was the beneficial owner,
directly or indirectly, of more than 10% of the voting power of the then
outstanding Common Shares; or

(©) is an assignee of or has otherwise succeeded to the beneficial
ownership of any Common Shares which were, at any time within the two-year
period immediately prior to the date in question, beneficially owned by an
Interested Shareholder, unless such assignment or succession shall have occurred
pursuant to a Public Transaction (as hereinafter defined) or any series of
transactions involving a Public Transaction.

For the purpose of determining whether a person is an Interested Shareholder, the number
of Common Shares deemed to be outstanding shall include shares deemed owned through
application of paragraph 5 below, but shall not include any other Common Shares that
may be issuable pursuant to any agreement, arrangement or understanding, or upon
exercise of conversion rights, warrants or options, or otherwise.

4) “Public Transaction” shall mean any (a) purchase of shares offered
pursuant to an effective registration statement under the Securities Act of 1933 or
(b) open-market purchase of shares on a national securities exchange or in the over-the-
counter market 1f, in either such case, the price and other terms of sale are not negotiated
by the purchaser and the seller of the beneficial interest in the shares.

(5) A person shall be a “beneficial owner” of any Common Shares:

(a) which such person or any of its Affiliates or Associates
beneficially owns, directly or indirectly; or
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(b) which such person or any of its Affiliates or Associates has (i) the
right to acquire (whether such right is exercisable immediately or only after the
passage of time) pursuant to any agreement, arrangement or understanding or
upon the exercise of conversion rights, exchange rights, warrants or options, or
otherwise or (ii) the right to vote or to direct the voting thereof pursuant to any
agreement, arrangement or understanding; or

(c) which is beneficially owned, directly or indirectly, by any other
person with which such person or any of its Affiliates or Associates has any
agreement, arrangement or understanding for the purpose of acquiring, holding,
voting or disposing of any Common Shares.

(6) “Affiliate” and “Associate” shall have the respective meanings ascribed to
such terms in Rule 12b-2 of the General Rules and Regulations under the Securities
Exchange Act of 1934, as in effect on January 1, 1986.

7) “Subsidiary” shall mean any corporation of which a majority of any class
of equity security (as defined in Rule 3all-1 of the General Rules and Regulations under
the Securities Exchange Act of 1934, as in effect on January 1, 1986) is owned, directly
or indirectly, by the corporation; provided, however, that, for purposes of the definition
of Interested Shareholder set forth in paragraph 3, the term “Subsidiary” shall mean only
a corporation of which a majority of each class of equity security is owned, directly or
indirectly, by the corporation.

(8 “Continuing Director” shall mean any member of the Board of Directors
of the corporation who (1) is not an Affiliate or Associate of, and not a nominee of, an
Interested Shareholder having any interest, direct or indirect, in the proposed Business
Combination and (2) was a member of the Board of Directors prior to the time that such
Interested Shareholder became an Interested Shareholder, and any successor of a
Continuing Director who is not an Affiliate or Associate of, and not a nominee of, such
Interested Shareholder and is recommended to succeed a Continuing Director by a
majority of Continuing Directors then on the Board of Directors.

9 “Announcement Date” shall mean the date of the first public
announcement of the proposed Business Combination.

(10)  “Determination Date” shall mean the date on which an Interested
Shareholder became an Interested Shareholder.

(11)  “Fair Market Value” shall mean: (a) in the case of stock, the highest
closing sale price during the 30-day period immediately preceding the date in question of
a share of such stock on the Composite Tape for New York Stock Exchange-Listed
Stocks, or, if such stock is not quoted on the Composite Tape, on the New York Stock
Exchange, or, if such stock is not listed on such Exchange, on the principal United States
securities exchange registered under the Securities Exchange Act of 1934 on which such
stock is listed, or, if such stock is not listed on any such exchange, the highest closing bid
quotation or last reported sale price, whichever is applicable, with respect to a share of
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such stock during the 30-day period preceding the date in question on the National
Association of Securities Dealers, Inc. Automated Quotations System or any system then
in use, or if no such quotations are available, the fair market value on the date in question
of a share of such stock as determined by a majority of the Continuing Directors in good
faith; and (b) in the case of property other than cash or stock, the fair market value of
such property on the date in question as determined by a majority of the Continuing
Directors in good faith.

(12)  “Substantial Part” shall mean more than 30% of the fair market value of
the total assets of the corporation as of the end of its most recent fiscal year ending prior
to the time the determination is being made.

D. A majority of the Continuing Directors shall have the power and duty to
determine for the purposes of this Division V, on the basis of information known to them after
reasonable inquiry, all facts necessary to determine compliance with this Division V, including,
without limitation, (1) whether a person is an Interested Shareholder, (2) the number of Common
Shares beneficially owned by any person, (3) whether a person is an Affiliate or Associate of
another, (4) whether the assets which are the subject of any Business Combination constitute a
Substantial Part of the assets of the corporation or the Subsidiary, or both, (5) whether the
requirements of Subdivision B of this Division V have been met, and (6) such other matters with
respect to which a determination is required under this Division V. The good faith determination
of a majority of the Continuing Directors on such matters shall be conclusive and binding for all
purposes of this Division V.

E. Nothing contained in this Division V shall be construed to relieve an Interested
Shareholder from any fiduciary obligation imposed by law.

F. = Notwithstanding any other provisions of these Articles of Incorporation or the
Bylaws of the corporation or the fact that a lesser percentage may be specified by law, these
Articles of Incorporation or the Bylaws of the corporation, the affirmative vote of the holders of
at least 75% of the voting power of the then outstanding Common Shares, shall be required to
amend, alter, adopt any provision inconsistent with or repeal this Division V unless the Board of
Directors, if all such directors are Continuing Directors, shall unanimously recommend such
amendment, alteration, adoption or repeal.

X. DIVISION VI

Provisions Relating to Purchases
Of Common Shares Of The Corporation

A. Except as otherwise expressly provided in this Division VI, the corporation may
not purchase any Common Shares at a per-share price in excess of the Fair Market Price (as
hereinafter defined) as of the time of such purchase from a person known by the corporation to
be a Substantial Shareholder (as hereinafter defined), unless such purchase has been approved by
the affirmative vote of the holders of at least two-thirds (2/3) of the Common Shares voted
thereon held by Disinterested Shareholders (as hereinafter defined). Such affirmative vote shall
be required notwithstanding the fact that no vote may be required or that a lesser percentage may
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be specified by law, in these Articles of Incorporatlon or in any agreement with any national
securities exchange or otherwise.

B. The provisions of this Division VI shall not apply to (1) any purchase pursuant to
an offer to purchase which is made on the same terms and conditions to the holders of all of the
outstanding Common Shares or (2) any open market purchase that constitutes a Public
Transaction (as hereinafter defined).

C. For the purposes of this Division VI

€3] The terms “Continuing Director,” “Person,” “Public Transaction,”
“Affiliate” and “Associate” shall have the meanings given to them in Division V of this
Article VI

2) “Substantial Shareholder” shall mean any person (other than any
employee benefit plan or trust of the corporation or any similar entity) who or which:

(2) is the beneficial owner of more than 10% of the voting power of
the then outstanding Common Shares, the acquisition of any shares of which has
occurred within the two-year period immediately prior to the date on which the
corporation purchases any such shares; or

(b) 1s an assignee of or has otherwise succeeded to the beneficial
ownership of any Common Shares beneficially owned by a Substantial
Shareholder, unless such assignment or succession shall have occurred pursuant
to a Public Transaction or any series of transactions involving a Public
Transaction and, with respect to all Common Shares owned by such person, such
person has been the beneficial owner of any such shares for a period of less than
two years (including, for these purposes, the holding period of the Substantial
Shareholder from whom such person acquired shares).

For the purposes of determining whether a person is a Substantial Shareholder, the
number of Common Shares deemed to be outstanding shall include shares deemed owned
through application of paragraph 5 below, but shall not include any other Common
Shares which may be issuable pursuant to any agreement, arrangement or understanding,
or upon exercise of conversion rights, warrants or options, or otherwise.

(3) “Disinterested Shareholders” shall mean those holders of Common Shares
who are not Substantial Shareholders.

4) “Fair Market Price” shall mean the highest closing sale price on the
Composite Tape for New York Stock Exchange-Listed Stocks during the 30-day period
immediately preceding the date in question of a Common Share or, if such Common
Shares are not quoted on the Composite Tape, on the New York Stock Exchange or, if
such Common Shares are not listed on such Exchange, on the principal United States
securities exchange registered under the Securities Exchange Act of 1934 on which such
Common Shares are listed, or, if such Common Shares are not listed on any such
exchange, the highest closing bid quotation with respect to a Common Share during the
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30-day period preceding the date in question on the National Association of Securities
Dealers, Inc. Automated Quotations System or any system then in use, or, if no such
quotations are available, the fair market value on the date in question of a Common Share,
as determined by a majority of the Board of Directors in good faith.

) A person shall be a “beneficial owner” of any Common Shares:

(a) which such person or any of its Affiliates or Associates
beneficially owns, directly or indirectly; or

(b) which such person or any of its Affiliates or Associates has (i) the
right to acquire (whether such right is exercisable immediately or only after the
passage of time) pursuant to any agreement, arrangement or understanding or
upon the exercise of conversion rights, exchange rights, warrants or options, or
otherwise or (ii) the right to vote or to direct the voting thereof pursuant to any
agreement, arrangement or understanding; or

(©) which is beneficially owned, directly or indirectly, by any other
person with which such person or any of its Affiliates or Associates has any
agreement, arrangement or understanding for the purpose of acquiring, holding,
voting or disposing of any Common Shares.

D. A majority of the Board of Directors shall have the power and duty to determine
for the purposes of this Division VI, on the basis of information known to them after reasonable
inquiry, all facts necessary to determine compliance with this Division VI, including without
limitation, (1) whether a person is a Substantial Shareholder, (2) the number of Common Shares
beneficially owned by any person, (3) whether a person is an Affiliate or Associate of another,
(4) whether a price is in excess of the Fair Market Price, (5) whether a purchase constitutes a
Public Transaction, and (6) such other matters with respect to which a determination is required
under this Division VI. The good faith determination of a majority of the Board of Directors on
such matters shall be conclusive and binding for all purposes of this Division VL

E. Nothing contained in this Division VI shall be construed to relieve a Substantial
Shareholder from any fiduciary obligation imposed by law.

F. Notwithstanding any other provisions of these Articles of Incorporation or the
Bylaws of the corporation or the fact that a lesser percentage may be specified by law, these
Articles of Incorporation or the Bylaws of the corporation, the affirmative vote of the holders of
at least 75% of voting power of the then outstanding Common Shares shall be required to amend
alter, adopt any provision inconsistent with or repeal this Division VI unless the Board of
Directors, if all such directors are Continuing Directors, shall unanimously recommend such
amendment, alteration, adoption or repeal.

k4

ARTICLE VIL

The Board of Directors of the corporation shall have authority to accept or reject
subscriptions for shares.
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ARTICLE VIII.

Except as herein otherwise limited or qualified, the corporation reserves the right to
amend, alter, change or repeal any of the terms or provisions of these Articles of Incorporation,
all in the manner now or hereafter prescribed by the laws of the State of Minnesota, and all rights
conferred herein upon officers, directors and shareholders of the corporation are granted subject
to this reservation.

ARTICLE IX.

The Board of Directors shall have the power, to the extent permitted by law, to adopt,
amend or repeal the Bylaws of the corporation, subject to the power of the shareholders to adopt,
amend or repeal such Bylaws. Bylaws fixing the number of directors or their classifications,
qualifications, or terms of office, or prescribing procedures for removing such directors may be
adopted, amended or repealed only by (i) the Board of Directors, to the extent permitted by law,
or (i1) the affirmative vote of the holders of 75% of the outstanding Common Shares of the
corporation or such lesser percentage of the outstanding Common Shares as may from time to
time be provided in such Bylaws.

Notwithstanding any other provisions of these Articles of Incorporation or the Bylaws of
the corporation or the fact that a lesser percentage may be specified by law, these Articles of
Incorporation or the Bylaws of the corporation, the affirmative vote of the holders of at least
75% of the voting power of the then outstanding Common Shares shall be required to amend,
alter, adopt any provision inconsistent with, or repeal this Article IX unless the Board of
Directors, if all such directors are Continuing Directors, as defined in Article VI of the Articles
of Incorporation, shall unanimously recommend such amendment, alteration, adoption or repeal.

ARTICLE X.

A director of the corporation shall not be personally liable to the corporation or its
shareholders for monetary damages for breach of fiduciary duty as a director, except for liability
(1) for any breach of the director’s duty of loyalty to the corporation or its shareholders; (ii) for
acts or omissions not in good faith or which involve intentional misconduct or a knowing
violation of law; (iii) under Sections 302A.559 or 80A.23 of the Minnesota Statutes; (iv) for any
transaction from which the director derived an improper personal benefit; or (v) for any act or
omission occurring prior to the date when this Article X became effective.

Any repeal or modification of the foregoing provisions of this Article X shall not
adversely affect any right or protection of a director of the corporation existing at the time of
such repeal or modification.

ARTICLE XI.

Any action or transaction by or involving the corporation, other than the election or
removal of directors of the corporation, that requires for its adoption under the Minnesota
Business Corporation Act or these Articles of Incorporation, the approval of the shareholders of
the corporation shall, pursuant to Section 302A.626 (subd. 3(8)(i)) of the Minnesota Business
Corporation Act, require, in addition to the approval of the shareholders of the corporation, the
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approval of the shareholders of Otter Tail Corporation, a Minnesota corporation (or any
successor by merger), so long as such corporation or its successor is the ultimate parent, directly
or indirectly, of the corporation, by the same vote that is required by the Minnesota Business
Corporation Act and/or by these Articles of Incorporation. For the purposes of this Article XI,
the term “parent” shall mean a corporation that owns, directly or indirectly, any outstanding
capital stock of the corporation entitled to vote in the election of directors of the corporation.
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RESOLUTIONS OF BOARD OF DIRECTORS
ESTABLISHING SERIES OF
CUMULATIVE PREFERRED SHARES

$3.60 Cumulative Preferred Shares
Resolution

Pursuant to authority conferred on the Board of Directors of Otter Tail Power Company,
a Minnesota corporation, by Article VI of the Articles of Incorporation, as amended, BE IT
RESOLVED that an initial series of Cumulative Preferred Shares be and it hereby is created as
follows:

A. The designation of such series shall be “$3.60 Cumulative Preferred Shares,” and
the number of shares of such series shall be sixty thousand (60,000);

B. The rate of dividends payable on the $3.60 Cumulative Preferred Shares shall be
Three & 60/100 Dollars -- ($3.60) per annum, payable quarterly on the first days of March, June,
September and December in each year and such dividends shall be cumulative and accrue in the
case of shares issued prior to the record date for the first dividend thereon from and including
September 1, 1946;

C. The $3.60 Cumulative Preferred Shares shall be redeemable at One Hundred Two
& 25/100 dollars -- ($102.25) per share, together, as provided in said Articles of Incorporation,
with accrued dividends to the redemption date;

D. The amount payable on $3.60 Cumulative Preferred Shares, in the event of any
dissolution, liquidation or winding up of the affairs of the corporation which shall be voluntary,
shall be the sum of One Hundred Two & 25/100 Dollars ($102.25) per share, and the amount
payable on $3.60 Cumulative Preferred Shares, in the event of any dissolution, liquidation or
winding up of the affairs of the corporation which shall be involuntary, shall be One Hundred
Dollars ($100) per share, together in either event, as provided in said Articles of Incorporation,
with a sum, in the case of each share, computed at the annual dividend rate for the $3.60
Cumulative Preferred Shares, from the date on which dividends on such share become
cumulative to and including the date fixed for such distribution or payment, less the aggregate
amount of all dividends which have theretofore been paid thereon or which have been declared
thereon and for which moneys for payment have been set apart and remain available for

payment.
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$4.40 Cumulative Preferred Shares
Resolution

Pursuant to authority conferred on the Board of Directors of Otter Tail Power Company,
a Minnesota corporation, by Article VI of its Articles of Incorporation, as amended, BE IT
RESOLVED that a second series of Cumulative Preferred Shares be and it hereby is created as
follows:

A. The designation of such series shall be “$4.40 Cumulative Preferred Shares,” and
the number of shares of such series shall be twenty-five thousand (25,000);

B. The rate of dividends payable on the $4.40 Cumulative Preferred Shares shall be
$4.40 per share per annum, payable quarterly on the first days of March, June, September and
December of each year and such dividends shall be cumulative and accrue in the case of shares
issued prior to the record date for the first dividend thereon from and including March 15, 1950;

C. The $4.40 Cumulative Preferred Shares shall be redeemable at $104 per share if
redeemed on or before March 15, 1955; at $103 if redeemed thereafter and on or before
March 15, 1960; and at $102 per share if redeemed thereafter, together, as provided in said
Articles of Incorporation, in each instance with accrued dividends to the redemption date;

D. The amount payable on $4.40 Cumulative Preferred Shares in the event of any
dissolution, liquidation or winding up of the affairs of the corporation which shall be voluntary,
shall be the price at which said shares are at the time redeemable, and the amount payable on
$4.40 Cumulative Preferred Shares in the event of any dissolution, liquidation or winding up of
the affairs of the Company which shall be involuntary, shall be One Hundred Dollars ($100.00)
per share together in either event as provided in said Articles of Incorporation, with a sum, in the
case of each share, computed at the annual dividend rate for the $4.40 Cumulative Preferred
Shares from the date on which dividends on such share become cumulative to and including the
date fixed for such distribution or payment, less the aggregate amount of all dividends which
have heretofore been paid thereon or which have been declared thereon and for which moneys
for payment have been set apart and remain available for payment.
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$4.65 Cumulative Preferred Shares
Resolution

Pursuant to authority conferred on the Board of Directors of Otter Tail Power Company,
a Minnesota corporation, by Article VI of its Articles of Incorporation, as amended, BE IT
RESOLVED that a third series of Cumulative Preferred Shares be, and it hereby is, created as
follows:

A. The designation of such series shall be “$4.65 Cumulative Preferred Shares,” and
the number of shares of such series shall be thirty thousand (30,000);

B. The rate of dividends payable on the $4.65 Cumulative Preferred Shares shall be
$4.65 per share per annum, payable quarterly on the first days of March, June, September and
December of each year, and such dividends shall be cumulative and accrue in the case of shares
issued prior to the record date for the first dividend thereon from and including the date of
i1ssuance thereof;

C. The $4.65 Cumulative Preferred Shares shall be redeemable at $107.50 per share
if redeemed on or before April 1, 1969; at $106.00 per share if redeemed thereafter and on or
before April 1, 1974; at $104.50 per share if redeemed thereafter and on or before April 1, 1979;
at $103.00 per share if redeemed thereafter and on or before April 1, 1984; and at $101.50 per
share if redeemed thereafter together, as provided in said Articles of Incorporation, in each
instance, with accrued dividends to the redemption date; and

D. The amount payable on $4.65 Cumulative Preferred Shares in the event of any
dissolution, liquidation or winding up of the affairs of the corporation which shall be voluntary
shall be the price at which said shares are at the time redeemable, and the amount payable on
$4.65 Cumulative Preferred Shares in the event of any dissolution, liquidation or winding up of
the affairs of the Company which shall be involuntary shall be One Hundred Dollars ($100.00)
per share together in either event as provided in said Articles of Incorporation, with a sum, in the
case of each share, computed at the annual dividend rate for the $4.65 Cumulative Preferred
Shares from the date on which dividends on such share become cumulative to and including the
date fixed for such distribution or payment, less the aggregate amount of all dividends which
have heretofore been paid thereon or which have been declared thereon and for which moneys
for payment have been set apart and remain available for payment.
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$6.75 Cumulative Preferred Shares
Resolution

BE IT RESOLVED That, pursuant to authority conferred on the Board of Directors of
Otter Tail Power Company, a Minnesota corporation, by subdivision A of Division I of
Article VI of its Articles of Incorporation, as amended, a twelfth series of Cumulative Preferred
Shares be, and it hereby is, created as follows:

A. The designation of such series shall be “$6.75 Cumulative Preferred Shares,” and
the number of shares of such series shall be forty thousand (40,000).

B. The rate of dividends payable on the $6.75 Cumulative Preferred Shares shall be
$6.75 per share per annum, payable quarterly on the first day of March, June, September and
December of each year, commencing December 1, 1993. Such dividends shall be cumulative
and accrue in the case of each share from and including the date of original issuance thereof; and
the amount of the dividend for any period of less than a full quarter shall be computed on the
basis of a 360-day year of twelve 30-day months.

C. The $6.75 Cumulative Preferred Shares shall be redeemable at the option of the
Company, in whole or in part, at $103.375 per share if redeemed before December 1, 2004, and
at the following redemption prices per share if redeemed thereafter:

If redeemed during the twelve months’ period beginning:

Redemption

December 1 Price

2004 $103.0375
2005 $102.7000
2006 : $102.3625
2007 $102.0250
2008 $101.6875
2009 $101.3500
2010 $101.0125
2011 $100.6750
2012 $100.3375
2013 and thereafter $100.0000

together, as provided in subdivision C of said Division I, in each instance, with accrued
dividends to the redemption date; provided, however, that the $6.75 Cumulative Preferred Shares
shall not be redeemable, in whole or in part, prior to December 1, 2003.

D. The amount payable on the $6.75 Cumulative Preferred Shares in the event of any
dissolution, liquidation or winding up of the affairs of the Company which shall be voluntary
shall be $106.75 per share prior to December 1, 1994, and will decrease by $0.3375 per share on
December 1, 1994 and on each December 1 thereafter to $100.00 per share on December 1,
2013, and the amount payable on the $6.75 Cumulative Preferred Shares in the event of any
dissolution, liquidation or winding up of the affairs of the Company which shall be involuntary
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shall be $100.00 per share, together, as provided in subdivision E of said Division I, in either
event, with a sum, in the case of each share, computed at the annual dividend rate for the $6.75
Cumulative Preferred Shares from the date on which dividends on such share became cumulative
to and including the date fixed for such distribution or payment, less the aggregate amount of all
dividends which shall have theretofore been paid thereon or which shall have been declared
thereon and for which moneys for payment shall have been set apart and remain available for

payment.
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ATTACHMENT C

Agreement and Plan of Merger



FORM OF

ARTICLES OF MERGER
OF
OTTER TAIL CORPORATION
INTO |
[OT MERGER CO.]

The plan of merger attached as Exhibit A (the “Plan of Merger”) provides for the merger
of Otter Tail Corporation, a Minnesota corporation, with and into [OT Merger Co.], a
Minnesota corporation and wholly owned indirect subsidiary of Otter Tail Corporation, under
Section 302A.626 of the Minnesota Business Corporation Act.

The Plan of Merger has been adopted by Otter Tail Corporation, pursuant to Section
302A.626 the Minnesota Business Corporation Act.

The merger shall be effective [December 31, 2008] at [__:00] p.m. Central Standard
Time. .

These articles of merger have been signed on behalf of Otter Tail Corporation by a
person authorized to do so.

Dated: December , 2008

OTTER TAIL CORPORATION

By:

Name:

Title:

B



EXHIBIT A

FORM OF
PLAN OF MERGER

This PLAN OF MERGER, dated as of [December __, 2008] (the “Plan”), is entered into
by and among Otter Tail Corporation, a Minnesota corporation (“Otter Tail” and after the
Effective Time, the “Surviving Corporation”), [OT Holding Co.], a Minnesota corporation and
the direct subsidiary of Otter Tail (“OT Holding™), and [OT Merger Co.], 2 Minnesota
corporation and indirect subsidiary of Otter Tail and direct subsidiary of OT Holding (“Merger
Sub”).

WHEREAS, the authorized capital stock of Otter Tail consists of:

(2) 50,000,000 Common Shares of the par value of $5 per share (“Otter Tail
Common Shares”), of which shares were issued and outstanding as of
[December 1, 2008];

(b) 1,500,000 Cumulative Preferred Shares without par value (“Otter Tail
Cumulative Preferred Shares™), of which (i) 60,000 have been designated as Otter Tail’s
$3.60 Cumulative Preferred Shares (“Otter Tail $3.60 Cumulative Preferred Shares),
60,000 of which were issued and outstanding as of [December 1, 2008], (ii) 25,000 have
been designated as Otter Tail’s $4.40 Cumulative Preferred Shares (“Otter Tail $4.40
Cumulative Preferred Shares”), 25,000 of which were issued and outstanding as of
[December 1, 2008], (iii) 30,000 have been designated as Otter Tail’s $4.65 Cumulative
Preferred Shares (“Otter Tail $4.65 Cumulative Preferred Shares), 30,000 of which were
issued and outstanding as of [December 1, 2008}, and (iv) 40,000 have been designated
as Otter Tail’s $6.75 Cumulative Preferred Shares (the “$6.75 Otter Tail Cumulative
Preferred Shares”), 40,000 of which were issued and outstanding as of [December 1,
2008]; and

(c) 1,000,000 Cumulative Preference Shares without par value (the “Otter Tail
Cumulative Preference Shares™), none of which are currently outstanding.

WHEREAS, OT Holding is and, at all times since its organization, has been a direct,
wholly owned subsidiary of Otter Tail with authorized capital stock consisting of:

(a) 50,000,000 Common Shares of the par value of $5 per share (“OT Holding
Common Shares”), of which [100] shares are currently issued and outstanding;

(b) 1,500,000 Cumulative Preferred Shares without par value (“OT Holding
Cumulative Preferred Shares™), of which (i) 60,000 have been designated as OT
Holding’s $3.60 Cumulative Preferred Shares (“OT Holding $3.60 Cumulative Preferred
Shares), (ii) 25,000 have been designated as OT Holding’s $4.40 Cumulative Preferred
Shares (“OT Holding $4.40 Cumulative Preferred Shares™), (iii) 30,000 have been



designated as OT Holding’s $4.65 Cumulative Preferred Shares (“OT Holding $4.65
Cumulative Preferred Shares), and (iv) 40,000 have been designated as OT Holding’s
$6.75 Cumulative Preferred Shares (the “OT Holding $6.75 Cumulative Preferred
Shares”); none of which were issued and outstanding as of [December 1, 2008]; and

(c) 1,000,000 Cumulative Preference Shares without par value (the “OT Holding
Cumulative Preference Shares”), none of which are currently issued and outstanding.

WHEREAS, the designations, rights and preferences, and the qualifications, limitations
and restrictions thereof, of the OT Holding Common Shares, the OT Holding Cumulative
Preference Shares and each series of OT Holding Cumulative Preferred Shares, are the same as
those of the Otter Tail Common Shares, the Otter Tail Cumulative Preference Shares, and the
corresponding series of Otter Tail Cumulative Preffered Shares, respectively.

WHEREAS, the Articles of Incorporation and the Bylaws of OT Holding immediately
after the Effective Time (as hereinafter defined) will contain provisions identical to the Articles
of Incorporation and Bylaws of Otter Tail immediately before the Effective Time (other than, as
allowed by Section 302A.626 (subd. 7) of the Minnesota Business Corporatlon Act, as amended
(the “MBCA™)).

WHEREAS, Merger Sub is a wholly owned subsidiary of OT Holding with authorized
capital stock consisting of 1,000 shares of common stock, par value $.01 per share (“Merger Sub
Common Shares”), of which [100] shares are currently issued and outstanding.

WHEREAS, the Board of Directors of each of Otter Tail, OT Holding and Merger Sub
has determined that it is desirable and in the best interests of Otter Tail, OT Holding and Merger
Sub, respectively, that Otter Tail and Merger Sub should merge, Otter Tail shall be the surviving
corporation, and OT Holding shall be a “holding company” of Otter Tail, as such term is defined
in Section 302A.626 (subd. 1)(b) of the MBCA.

Terms

NOW, THEREFORE, the parties hereby prescribe the terms and conditions of the merger
and the mode of carrying the same into effect as follows:

1. Merger of Merger Sub with and into Otter Tail. At the Effective Time, Merger Sub
shall merge with and into Otter Tail (the “Merger”) in accordance with Section 302A.626
(subd. 3) of the MBCA, and the separate existence of Merger Sub shall cease and Otter Tail shall
be a direct, wholly owned subsidiary of OT Holding. Otter Tail shall be the surviving
corporation and assume all of the rights, privileges, assets and liabilities of Merger Sub. Merger
Sub and Otter Tail are the only constituent corporations to the Merger.

2. Name of Surviving Corporation. The name of the surviving corporation shall be
“Otter Tail Power Company”.

3. Effect of the Merger . The effect of the Merger shall be as provided in
Section 302A.626 of the MBCA. As a result of the Merger, by operation of law and without
further act or deed, at the Effective Time, all property, rights, interests and other assets of Merger




Sub shall be transferred to and vested in the Surviving Corporation, and the Surviving
Corporation shall assume all of the liabilities and obligations of Merger Sub.

4, Effect on Capital Stock. At the Effective Time:

(a) Each then issued and outstanding OT Holding Common Share held by
Otter Tail will, by virtue of the Merger and without any action on the part of the holder
thereof, be cancelled without conversion or issuance of any shares of stock of the
Surviving Corporation with respect thereto.

(b) Each then issued and outstanding Otter Tail Common Share will, by virtue
of the Merger and without any action on the part of the holder thereof, be converted into
one OT Holding Common Share, which shall have the same designations, rights, powers
and preferences and the same qualifications, limitations and restrictions as one Otter Tail
Common Share immediately prior to the Effective Time.

(c) Each then issued and outstanding Otter Tail $3.60 Cumulative Preferred
Share will, by virtue of the Merger and without any action on the part of the holder
thereof, be converted into one OT Holding $3.60 Cumulative Preferred Share, which
shall have the same designations, rights, powers and preferences and the same
qualifications, limitations and restrictions as an Otter Tail $3.60 Cumulative Preferred
Share immediately prior to the Effective Time.

(d) Each then issued and outstanding Otter Tail $4.40 Cumulative Preferred
Share will, by virtue of the Merger and without any action on the part of the holder
thereof, be converted into one OT Holding $4.40 Cumulative Preferred Share, which
shall have the same designations, rights, powers and preferences and the same
qualifications, limitations and restrictions as a Otter Tail $4.40 Cumulative Preferred
Share immediately prior to the Effective Time.

(e) Each then issued and outstanding Otter Tail $4.65 Cumulative Preferred
Share will, by virtue of the Merger and without any action on the part of the holder
thereof, be converted into one OT Holding $4.65 Cumulative Preferred Share, which
shall have the same designations, rights, powers and preferences and the same
qualifications, limitations and restrictions as a Otter Tail $4.65 Cumulative Preferred
Share immediately prior to the Effective Time.

® Each then issued and outstanding Otter Tail $6.75 Cumulative Preferred
Share will, by virtue of the Merger and without any action on the part of the holder
thereof, be converted into one OT Holding $6.75 Cumulative Preferred Share, which
shall have the same designations, rights, powers and preferences and the same
qualifications, limitations and restrictions as a Otter Tail $6.75 Cumulative Preferred
Share immediately prior to the Effective Time.

(2 Each then issued and outstanding Merger Sub Common Share will, by
virtue of the Merger and without any action on the part of the holder thereof, be
converted into a common share of the Surviving Corporation.



5. Certificates. At the Effective Time, each outstanding certificate that, immediately
prior to the Effective Time, evidenced Otter Tail Common Shares or Otter Tail Cumulative
Preferred Shares shall be deemed and treated for all corporate purposes to evidence the
ownership of the number of OT Holding Common Shares or Otter Tail Cumulative Preferred
Shares, as the case may be, into which such Otter Tail Common Shares or Otter Tail Cumulative
Preferred Shares were converted pursuant to Sections 4(b), 4(c), 4(d), 4(e) and 4(f), respectively,
of this Plan.

6. Articles of Incorporation, Bylaws, Officers and Directors. Subject to Section 7
below, the Articles of Incorporation and Bylaws of Otter Tail, as in effect immediately prior to
the Effective Time, shall be the Articles of Incorporation and Bylaws of the Surviving
Corporation. The officers and directors of Otter Tail immediately prior to the Effective Time
shall be the officers and directors of OT Holding as of the Effective Time. The officers and
directors of Merger Sub immediately prior to the Effective Time shall be the officers and
directors of the Surviving Corporation as of the Effective Time.

7. Amendment to Articles of Incorporation.

(a) Automatically, upon filing the Articles of Merger and this Plan in
accordance with the MBCA, the Articles of Incorporation of the Surviving Corporation
shall be amended as follows:

(1) Article I of the Articles of Incorporation is amended in its entirety to read
as follows:

ARTICLE L

The name of the corporation shall be Otter Tail Power
Company.

(1) A new Article XI of the Articles of Incorporation is added to read in its
entirety as follows:

ARTICLE XI.

Any action or transaction by or involving the corporation,
other than the election or removal of directors of the
corporation, that requires for its adoption under the Minnesota
Business Corporation Act or these Articles of Incorporation,
the approval of the shareholders of the corporation shall,
pursuant to Section 302A.626 (subd. 3(8)(i)) of the Minnesota
Business Corporation Act, require, in addition to the approval
of the shareholders of the corporation, the approval of the
shareholders of Otter Tail Corporation, a Minnesota
corporation (or any successor by merger), so long as such
corporation or its successor is the ultimate parent, directly or
indirectly, of the corporation, by the same vote that is required
by the Minnesota Business Corporation Act and/or by these

-



Articles of Incorporation. For the purposes of this Article XI,
the term “parent” shall mean a corporation that owns, directly
or indirectly, any outstanding capital stock of the corporation
entitled to vote in the election of directors of the corporation.

(b) In connection with the Merger, the Articles of Incorporation of [OT
Holding Co.] shall be amended to provide that the name of [OT Holding Co.] shall be
“Otter Tail Corporation”.

8. Assumption of Certain Agreements and Plans. OT Holding and Otter Tail hereby
agree that they will, at the Effective Time, execute, acknowledge and deliver one or more
assignment and assumption agreements pursuant to which Otter Tail will assign and OT Holding
will assume, from and after the Effective Time, all rights, duties and obligations required under
the following: -

(a) [List of benefit plans and award agreements to be assumed by OT
Holding to be added]; and

(b) [List of other agreements and instruments to be assumed by OT
Holding to be added].

9. Plan of Reorganization. This Plan shall constitute a plan of reorganization of
Otter Tail and Merger Sub.

10. Tax Treatment. The Merger shall constitute a tax-free reorganization within the
meaning of Section 368(a) of the Internal Revenue Code.

11.  Filing and Effective Time. If this Plan has not been terminated pursuant to
Section 12 hereof, after this Plan has been duly approved in the manner required by law,
appropriate Articles of Merger and this Plan shall be filed by Otter Tail and Merger Sub pursuant
to and in accordance with the MBCA. The Merger shall be effective (the “Effective Time”) at
[__:00] p.m. Central Standard Time on [December 31, 2008].

12. Termination. This Plan may be terminated and the Merger abandoned by the
Board of Directors of Otter Tail at any time prior to the Effective Time.

13.  Adoption and Approval. The Plan was adopted and approved by the Board of
Directors of Otter Tail on , 2008. Pursuant to Section 302A.626 (subd. 2) of the
MBCA, the Plan was not approved by the shareholders of Otter Tail or Merger Sub.

-



ATTACHMENT D

OTTER TAIL CORPORATION

RESOLUTIONS OF THE BOARD OF DIRECTORS AUTHORIZING

HOLDING COMPANY REORGANIZATION

WHEREAS, the Board of Directors of Otter Tail Corporation (the “Company”) has
determined that it is in the Company’s best interest to proceed with the implementation of a
holding company reorganization under Section 302A.626 of the Minnesota Business Corporation
Act, as presented to and discussed by the Board of Directors at this meeting (the
Reorganization”).

NOW, THEREFORE, BE IT RESOLVED By the Board of Directors that the Company’s
officers are, and each of them individually is, authorized and directed, for and on behalf of the
Company, to take the following actions in connection with the Reorganization:

To cause to be prepared and filed with the Federal Energy Regulatory
Commission and the appropriate regulatory agencies in the states of Minnesota,
North Dakota and South Dakota, such regulatory applications and/or filings
(including amendments or supplements thereto) with respect to the
Reorganization as they may deem necessary or appropriate, as conclusively
evidenced by the filing thereof in such forms as such officers may approve, and to
appear before, and meet with representatives of, such regulatory agencies
regarding the Reorganization at such times as such officers may deem necessary
or appropriate in connection with the foregoing.

To appear before, and meet with, representatives of any other governmental body
whose consent, approval or reissuance is required in connection with the
Reorganization with respect to franchises, licenses and permits of the Company or
any subsidiary of the Company, at such times as such officers may deem
necessary or appropriate in connection with the foregoing, and to cause to be
prepared and filed with such governmental bodies such applications and/or filings
(including amendments or supplements thereto) with respect to the
Reorganization as they may deem necessary or appropriate, as conclusively
evidenced by the filing thereof in such forms as such officers may approve.

To meet with representatives of the Company’s (and, where appropriate, the
Company’s subsidiaries”) lenders for the purpose of obtaining such waivers or
consents under, or negotiating such amendments, modifications or refinancing
arrangements with respect to, the Company’s (or such subsidiaries’) existing debt
and credit agreements in connection with the Reorganization as they may deem
necessary or appropriate, subject in each instance to approval by the Board of
Directors of the final terms of any such amendments, modifications or refinancing
arrangements.

To meet with representatives of any other third parties to existing contracts, leases
or other agreements to which the Company or any subsidiary of the Company is a



party for the purpose of obtaining such waivers or consents under, or negotiating
such amendments or modifications with respect to, such contracts, leases or other
agreements in connection with the Reorganization as they may deem necessary or
appropriate, subject in each instance to approval by the Board of Directors of the
final terms of any such amendments or modifications.

. To meet with appropriate representatives of the rating agencies currently rating
indebtedness of the Company regarding the likely impact of the Reorganization
and the process for formal ratings review in connection with the Reorganization.

. To cause to be prepared any amendments, assignments, assumptions and
notifications relating to the employee benefit plans of the Company that are
deemed by such officers to be necessary or appropriate in connection with the
Reorganization, subject in each case to approval by the Board of Directors of the
final terms of any such amendments, assignments and assumptions, and in
connection therewith meet with such plan trustees and insurance providers as such
officers deem necessary or appropriate in connection with the foregoing.

. To take any and all actions which they deem necessary or appropriate in order to
organize one or more subsidiaries of the Company which they or any one of them
deem necessary or advisable to effectuate the Reorganization.

BE IT FURTHER RESOLVED That the officers of the Company be, and they hereby are,
authorized and directed to prepare and execute any and all papers, documents and instruments, in
addition to those hereinabove mentioned, in the name and on behalf of the Company, and to do
and perform, or cause to be done and performed, any and all such other acts and things as such
officers, or any of them, may deem necessary or advisable in order to carry out the purposes and
intent of the foregoing resolutions. '

BE IT FURTHER RESOLVED, that all acts and things heretofore done by any officer or
any employee or agent of the Company, on or prior to the date of these resolutions, in connection
with the transactions contemplated by the foregoing resolutions be, and the same hereby are, in
all respects ratified, confirmed, approved and adopted as acts on behalf of the Company.



CERTIFICATE

I, GEORGE A. KOECK, the duly elected and acting Corporate Secretary of Otter Tail
Corporation, a Minnesota corporation, do hereby certify that the attached resolution is a true and
correct copy of the resolution duly passed and adopted by the Board of Directors at a meeting
duly called and held on the $™ day of March, 2008, at which a quorum was present and voting,

and the same is effective corporate action by said Company and the same has not been rescinded.

IN WITNESS WHEREOF, I have hereunto subscribed my name as Corporate Secretary
of the Company this 2™ day of April, 2008,

(e~ P v

George A. Koeck, Corporate Secretary




ATTACHMENT E

Otter Tail Power Company

(an operating division of Otter Tail Corporation)

Balance Sheet, Income Statement
and Cash Flows

at and for the year ended

December 31, 2007

and

Pro Forma taking into account the Transaction



Balance Sheet

December 31, 2007
Assets and Other Debits
Bafance Adjustments Pro Forma
UTILITY PLANT
Utidity Plant $ 1028917132 % - % 1,mBOITIR
Construction Work in Progress 33,772,360 = 33,772,360
TOTAL Utility Plant: 1,062,689 492 - 1,062.689,492
(Less) Accum Prov for Depreciation 8 Amortization 446,475,444 - 446,475,444
NET Utility Plant: 616,214,048 - 616,214,048
OTHER PROPERTY & INVESTMENTS
Nonutility Property 724,247 - 724,247
Other investrnents 1,185,102 - 1,185,102
Gther Special Punds - - -
TOTAL Other Property & Investments: 1,909,349 1,905 349
CURRENT ASSETS
Cash 23,367 - 23,367
Speciat Deposits 1077,734 - 1,077,734
Working Funds 22,405 - 22,405
Temporary Cash Investments 22,435,436 {893.467) 21,541,961
Notes Receivable - - -
Customer Accounts Receivable 15,920,538 - 15,920,538
Other Accounts Receivable 7,778,730 - LIR30
(Less} Accum Prov for Uncollectible Accts (623,602) - {623,602)
Notes Receivable from Associated Companies 32078 60,000,000 60,052,078
Agcaunts Receivable from Associated Companies 172,624 - 172,624
Fuel Stock 8,798,580 - 8,798,580
Plant Materiais & Operating Supplics 13,775,037 - 13,775,037
Prepayments 152,359 - 152,359
Imerest & Dividends Receivable 8,403 B 8,403
Accrued Utility Revenues 32,501,444 - 32,501,444
Derivative Instroment Assets 5,210,365 - 5,210,365
TOTAL Current & Accrued Assets: 107,305,499 59,106,525 166,412 (24
DEFERRED DEBITS
Other Regulatory Assets 33,211,758 - 54,625,000
Linamortized Debt Expense 587,853 - 587,853
Clearing Accounts {12,671) - 339,851
Mise. Deferred Debits 625,378 - 1,482,061
Unamortized Loss on Reacquired Debt 3,745,436 - 6,538,729
Accumulated Deferred Income Taxcs 48,768,820 - 82,760,841
TOTAL Deferred Debits: 91,926,574 ‘ 91,926,574
TOTAL ASSETS and OTHER DEBITS: 817355470 3 59,106,525 S 876,461,995




Balance Sheet
December 31, 2007
Liabilities and Other Credits

CAPITALIZATION
Contributed Capital
Retained Eamings
Ascumulated Other Comprehensive Income

TOTAL Proprietary Capital:

Preferred Stock
Long-Term Debt

TOTAL Capitalization:

CURRENT & ACCRUEPD LIABILITIES
Notes Payable - Intercompany
Motes Payahle - Other
Accounts Payable
Customer Deposits
Taxes Acensed
interest Accrued
Other Taxes Accrued
Mise Current & Accrued Liabilities
Derivative Instrument Liabilities

TOTAL Current Liabilities:

NONCURRENT LIABILITIES
Accumulated Provision for Property Insurance
Accumulated Provision for Injuries & Damages & W.C.
Accumulated Provision for Pensions & Bencfits
Asset Retirement Obhigations

TOTAL Other Noncurrent Liabilities;

DEFERRED CREDITS
Reguiatory Liabilities
Other Detorred Credits
Accumulated Deferred Investment Tax Credit

TOTAL Deferred Credits:

ACCUMULATED DEFERRED INCOME TAXES

TOTAL LIABILITIES and OTHER CREDITS:

Reeequired Debt Ajustment,

Shert Term Debt
Long Term Debt
Prefersed Stock

Common Equity

Balance Adjustments Pro Forma
$149,582,173 $3,000,000 $152,582,173
123,350,695 {536,085) 122,814,610
£2,317,621) - {2.317.621)
270,615,247 2,463,915 273,479,162
15,500,000 - 15,500,060
199,890.000 57,000,000 256,890,000
486,005 247 59,463,915 345469,162
71,360,733 - 71,360,733
770,506 - 770,506
12,678,529 {357,390) 12,321,139
2029447 - 2,025,447
217,231 - 917,231
1,702,385 - 1,702,385
5,077,975 - 5,077,975
94,536,806 357,390y 94,179.416
763,829 - 763,829
74,467,970 - 74,467,970
2,447,170 - 2447170
77,678,970 - 77,678,970
17,235,022 “ 17,235,022
171,527 - 174,527
16,761,505 - 16,761,505
34,168,054 - 34,168,054
124,966,353 - 124,966,393
$ B17,355470 § 59,106,525 876,461,995
(2.544,442) (2.544,442)
0.0% 0.0%
46.8% 46.8%
3% 2.9%
56.0% _30.3%
100.0% 100.0%



Iocome Statement

Year ended December 31, 2007
Actual Adjustments Pro Forma
UTHLITY OPERATING REVENUE
Rewsd Electric 276893972 % - 3§ 275893912
Wholesale Electric - Repulated 20,345,040 - 20,345,040
Other Operating Revenues 12,664,762 - 12,664,762
TOTAL Operating Revenue: 309,903,774 - 309,903,774
QPERATING EXPENSES
Production Fuel 60,481,694 - 60,481,694
Purchased Power 74,694,689 - 74,694,639
Other Operation Expense 74,412,358 - 74,412,358
Maintenance Expense 25,602,021 - 25,602,021
235,190,762 - 235,190,762
Depreciation & Amortization 24,836,391 - 24,836,391
Property Taxes 9,411,607 - 9,411,607
Income Taxes 10,122,992 - 10,122,992
TOTAL QOgperating Expenses: 279,561,753 - 279,561,753
NET Utility Operating Income: 30,342,021 - 30,342,021
OTHER INCOME & DEDUCTIONS
AFUDC (18,594) - (18,594)
Other - Nex 40,444,008 . 40,444 098
TOTAL Other Income: 40,425,504 - 30,475,504
Misc Income Deductions 34,062,015 - 34,062,015
Income Taxes 2,800,828 {357,390} 2,443,438
Taxes Other Than Income Taxes 1.85¢ - 1.850
TOTAL Other Deductions: 36,864,693 (357.390) 36,507,303
NET Other Income & Deductions: 3,560,810 357,360 3,918,200
INTEREST CHARGES
Interest on Long-Term Debt 10,496,991 893,475 11,390,456
Amortization of Bond & Debt Expense 327,057 - 327,057
Other Intercst Expense 856,856 - §56,856
(Less) AFUDC - CR (2,275 656) - (2,275.656)
NET Interest Charges: 9,405,248 893,475 10,298,723
NET INCOME: 24497589 (536,085) 23,961,499
PREFERRED STOCK DIVIDEND REQUIREMENTS: 735,500 - 735,500
BALANCE FOR COMMON: 23,762,084 §  (536,089) 23,225,999

-4-




Otter Tail Utilitiy

Statement of Cash Flows
December 2007
Increase (Decrease) in Cash and Cash Equivalents Tt
Ysar-To-Dale Adiustments Pro Forma
Cash Flows From Operating Activities:

Met Income $ 24487588 3§ (536085} 3 239614429
Adjustments to Reconeile Net Income to Met Cash Provided by Gperaling Activities:

Depreciation and Amortizafion 27,323,080 27323080

Deferred Investment Tax Credit - Net 8,580, 844 3,580,844

Deferred Income Taxes {5,839.641) {5,838.641)

{inoryDecr in Deferred Debils, N2t ARD, Met Derivatives. and Other Assels 5917 235 5917235

Increased{Decrease} in nonourren: liabities and deferred eredits {5,352.047) 5,962,047

Allewsznee for Equity {Other} Funds Usad During Consiruction 18,585 18,595

(Gain)Loss on Marketahle Securities and Sales of Assels - -
Urdistributed (Gains)Losses from Invastmenis in Affilates -
Restricted stock awards and stock issued io diretiors -

Cash Provided by {Used ior} Current Assets and Current Liabilities;

Change in Receivables, Materisls and Suppliss. {285,144 {285,144}
Change in Ciher Current Assets {8,556,619) {8,556619)
Change in Payadlas and Other Cument Lisbilites 45,684,767 45843 767
Change in Interest and Income Taxes Payable 850,694 {357 350} 533,304
Net Cash Providad by Operating Activiies 92,274,352 (893475} 91,380 877
Cash Flows From Investing Activities:
Capitat Evpenditures net of Retirements {127,206 472} {127,208 472)
Purchases of Nonutilily Assels {303,198} {303,156}
Praceads From: Sale of Assets 259,748 259,748
Change in Other Investmenis {86 ,837) {86,837)
Met Cash Used in Investing Activiies {127 336,757} - {137,336,757)
Cash Flows From Finaneing Activities:

Changes in Short-ferm Debi - Net Issuznoes (Repaymens) {3,800,854) {3,900,954)
Proceeds from issuance of Preferred Stork - -
Caprtat Cominbutions from Corporate 58,375,207 58,375,207
Froceeds from issuanee of Long-Term Debt 127 800,008 127,800,000
Debt issuanea Expenses {587 853) {587 853}
Return of Capitat {238,291) (238291}
Payments for Refirement of Long-ters Dbt {94,685,000) {04 885 000)
Loss on Reacquired Debt {1.051.624) {1,051,824)
Payments for Retirament of Prefemad Siock - -
Dividends Paid to Corporae {28,558,609) {28,555 609)
Net Cash {Used)iProvided in Financing Acivities 56,951 875 - 56,951,875

Net Change in Cash and Cash Equivalents 21 888 470 {893 475} 20,895,995
Cash and Cash Equivalents at Beginning of Period 1.880472 - 1665472
Cash and Cash Equivalents at Month End $ 23558942 § (833475) § 22665467
G - 0

Supplemental Disclosures of Cash Flow Information:
Cash Paid for inferest and Income Taxes:
Interest {net of amount capitslizad) ] 8,079,857 $ 8879857
Income Taxes $ 9,367,086 $ 9367086



Explanation of Adjustments

Otter Tail Corporation keeps accounts for its operating division Otter Tail Power
Company similarly to what would apply if Otter Tail Power were a legal entity. The adjustments
reflect the additional changes that would be made in connection with Otter Tail Power becoming

a separate legal entity (assuming the transaction occurred January 1, 2007).

The principal adjustment is an increase in long-term debt of $57,000,000 to reconcile the
allocation of Otter Tail Corporation external debt between Otter Tail Power and the holding
company. In addition, an adjustment of $3,000,000 of additional equity contribution from the

holding company to Otter Tail Power is reflected.

Other adjustments flow from these changes in capital, including increased long-term debt
expense ($893,475) and corresponding decrease in temporary cash investments, decreased
income tax ($357,390) resulting from the increase in interest expense; and decreased net income

and retained earnings ($536,085) resulting from the foregoing changes.

The $60,000,000 increase in capital is reflected as a non-cash transaction and

accordingly had no impact on the cash flow statement.



STATE OF NORTH DAKOTA
NORTH DAKOTA PUBLIC SERVICE COMMISSION
IN THE MATTER OF
OTTER TAIL CORPORATION
APPLICATION UNDER NDCC 49-04-

05 TO FORM A NEW HOLDING
COMPANY

N’ N N’ Nma N N N’

Case No. PU-08-

VERIFICATION

STATE OF NORTH DAKOTA )
) SS
COUNTY OF CASS )

The undersigned, being first duly sworn, states he is the Chief Financial Officer
of Otter Tail Corporation, the Applicant in the foregoing Application; that he has read the said
Application and knows the contents thereof; and that all of the statements contained therein are
true and correct according to the best of his knowledge ?ﬁlief.

St

Kevih Moug
Chief Financial Office

Subscribed and sworn to before me,
a Notary Public in and for said County
and State, this 3™ day of June, 2008.

_ Ll VL%Y\ L v
ﬂ ~ Notafy Public '

P A S

JACQUELYN ROGNESS
Notary Public
State of North Dakota
My Commission Expires Jon.ic, 2012
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