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L INTRODUCTION
Q. Please state your name and occupation.

A. My name is Larry L Schedin. I am a registered Professional Engineer. I am the
president and owner of LLS Resources, LLC.

0. Please state your business address.

A. My office is located at 12 South 6™ Street, Suite 1137, Minneapolis, Minnesota,
55402

0. Who are you representing in this proceeding?
A. I am representing the North Dakota Large Industrial Group (“LIG”).
0. Please describe the LIG.

A. The LIG is a coalition of eight Otter Tail Power Company’s (“OTP” or “Otter
Tail”) large commercial-industrial customers engaged in agri-product processing,
manufacturing and other commercial-industrial activities. LIG members provide major
employment opportunities in North Dakota and provide products to highly competitive
regional, national and international markets.

Q. Please describe these companies.
A. The companies and basic operating characteristics are as follows:

e Cargill, Incorporated — Founded in 1865, a privately held company with
160,000 employees in 67 countries, an international producer and marketer of
food, agricultural, financial and industrial products and services. In Otter Tail’s
North Dakota service territory, at Spiritwood, Cargill operates the world’s largest
malting operation and in Fairmont, Cargill operates a flour mill. Cargill also has
operations in Wahpeton, Fargo and West Fargo. As a practical matter, this
proceeding and the electric rates we pay affect our world-wide competitiveness
with respect to products from these locations.

Cargill does have a commitment to conservation and the environment. As such,
Cargill has taken the following conservationist steps:

1. Improvement of energy efficiency by 20 percent over 2001 fiscal year
baseline;

2. Increase use of renewable energy by 10 percent;

3. Reduce greenhouse gas intensity by 8 percent against 2006 fiscal year
baseline;

STPL-Word:139289.1



—
OO0 ~-IO Nk W

B ER R BE PR R WWWLWWWLLWWWWNENDNDNDDNRNDNDNDN P R e s s s
A UNDHEWNP,OOVONANPE WN—ROWOUWOO TP WNP, OOV WV W —

4. Improve freshwater efficiency by 2 percent against 2006 baseline,
increasing volume necessarily improves per unit energy efficiency,
which is how Cargill has decreased the per-ton energy component of
its Spiritwood units.

e Tharaldson Ethanol Plant I, LL.C — Began operations in 2008 in Casselton, ND

in the business of producing ethanol. Tharaldson primarily serves the entire
United States in an industry that is highly competitive with other producers
throughout the Country. Energy is one of the largest inputs driving the overall
costs of ethanol, so small changes in electric prices have material impacts in the
competitive position of the company. Tharaldson provides a proximate location
for North Dakota farmers to sell their grain and directly provides approximately
50 jobs at its Casselton location.

e Goodrich Corporation — Located in Jamestown, Goodrich Cargo Systems

division has two facilities, which provide employment for 560 individuals. At
these two locations, Goodrich conducts aerospace design and manufacturing for
products that are shipped worldwide. Goodrich utilizes numerous local providers
for services, materials and supplies, including Progress Enterprises. Due to the
downturn in business, competitive pricing is an ever increasingly important
concern and a drop in business has resulted in a November 2008 temporary
shutdown and layoff of 35 employees.

Goodrich has recently invested hundreds of thousands of dollars in conservation
actions including; lighting retrofits, buss bar replacement and installation of a
capacitor bank.

e Bobcat Corporation — Bobcat has three locations in North Dakota, among them

within OTP’s service area, Bobcat has a major manufacturing facility in
Gwinner. In North Dakota Bobcat has approximately 2,000 employees and has
18 production suppliers representing $27M in an annual out-sourced direct costs,
in addition, hundreds of local and direct material suppliers are provided business
by Bobcat.

Bobcat operates in a worldwide market and has been significantly impacted by the
global economic downturn. A significant portion of business is tied to the
residential housing industry, resulting in a loss of business of approximately 40
percent and eight weeks of shutdown over the last four months. Bobcat has taken
on numerous projects to save costs and energy, which have resulted in significant
drops in both peak demand and total energy consumption on a per-unit basis.

e PrimeWood Inc. — Founded in Wahpeton, ND in 1987, PrimeWood originally

manufactured and sold solid millwork components. In the following years,
PrimeWood converted to engineered wood products, veneer raised panels and
ridged thermal foil products, and began to supply products to the kitchen and
bath industries. More recently, PrimeWood developed processes in horizontal
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work surfacing, producing large parts and components for institutional and
commercial customers. Currently, PrimeWood employs approximately 220
workers, down from 550 three years ago.

PrimeWood is facing increasing competition from importers, which makes
increasing utility prices even more difficult to absorb.

e Cavendish Farms, Inc. — Cavendish Farms Inc. has a Jamestown, North Dakota

facility employing 210 people on a full-time basis to convert and process frozen
potato products. Cavendish operates in a competitive industry that spans North
America. Cavendish’s ability to remain competitive in the industry effects
multiple suppliers including three trucking or transport companies, twenty five
farmers, three fertilizer suppliers, two corrugate suppliers and a ingredient
supplier all located in North Dakota.

Cavendish has started six sigma products to eliminate electricity waste and have
been successful in these conservation efforts by reducing peak demand while
increasing product output by 15%.

e Archer Daniels Midland Company - ADM on a daily basis turns crops into

renewable products that are sold within the region, United States and Worldwide.
At its” more than 230 processing plants crops are turned into products for food,
animal feed, chemical and energy uses. In North Dakota, ADM has
approximately 120 employees at its processing facility in Enderland, North
Dakota. Energy costs are one of the Enderland facilities’ largest monthly
operating expenses and any change in operating costs from its Enderland facility
can have a significant effect on the competitiveness of its North Dakota facilities
as the inputs and outputs are commodities that can be easily moved from a higher
cost processing facility to a lower cost one.

e CombDel Innovation Inc. — Headquarted in Wahpeton, ND, ComDel employs

approximately 150 people. ComDel is a contract development and
manufacturing company with primary capabilities in machining, plastic injection
molding, metal stamping and automated assembly. ComDel operates in a
competitive nationwide and worldwide marketplace.

Energy accounts for ComDel’s second largest operating expense and has created
a competitive disadvantage in relation to other companies when its energy costs
increase to a greater extent than that experienced by competitors. While some
costs from energy suppliers are beyond ComDel’s control, Comdel is taking steps
to increase conservation efforts, including: (1) installing more efficient lighting,
(2) equipment shutdown projects, and (3) conversion to more efficient
equipment.

- How are LIG members affected by this rate case proceeding?
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NoRI-LEEN B NV, RNV A

A. LIG members represent companies that are a significant source of employment
and tax revenues in North Dakota. All these companies operate in a highly competitive
environment and, as such, are constantly driven to be efficient and drive down costs.
These companies have a commitment to energy conservation and have implemented
several energy efficiency initiatives in an effort to be cost competitive. The current
economic downturn has already resulted in job losses and temporary shutdown for some
of our members.

Increases in electricity costs are a major concern for the LIG as it directly affects their
competitiveness especially those companies where such costs are a major input. LIG
wants to make sure supply is reliable and secure but has an interest in not paying for
more than they are responsible for.

Q. Please state your educational and professional background.

A. Please see the summary of my educational and professional experience attached
hereto as LIG Exhibit __ (LLS-1).

0. Have you ever testified in other utility proceedings?
A. Yes, in numerous cases, including federal, state and local proceedings.
0. Has any of your recent experience been with OTP proceedings closely related to

this current case before the North Dakota Public Service Commission (“NDPSC”)?

A. Yes. I was an expert witness before the NDPSC representing the ND OTP Large
Industrial Group in OTP’s Cost of Fuel Adjustment Clause Tariff Case No. PU-05-131 in
April of 2007 and in OTP’s ND Time of Day Tariff Case No. TOD PU-07-03.

I was also recently an expert witness for the Minnesota Chamber of Commerce (“MN
Chamber”) in OTP’s general rate case, MPUC Docket No. E-002/GR-07-1178 and Xcel
Energy’s general rate case, MPUC Docket No. E-002/GR-05-1428, both in Minnesota.

0. How was the Xcel general case related to OTP’s current rate case?

A. In addition to examining traditional rate case items, I analyzed the impact of the
MISO Day 2 market on Xcel’s retail Fuel Cost Adjustment (“FCA”). As a participant in
this case, I assisted the MN Chamber in reaching a settlement on this issue and others,
including the sharing of wholesale margins.

0. How did the Xcel settlement impact OTP?
A. As follow-on to my work on the Xcel general rate case, I participated as a MN
Chamber representative in the MISO Stakeholder Group set up as an attempt to reach a

settlement in MPUC Docket No. E-002/M-04-1970 dealing with costs to be passed
through the FCA. OTP was a member of the Stakeholder Group along with the three
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other Minnesota Investor Owned Utilities’s (“IOUs”) all impacted by MISO related FCA
issues. The Stakeholder Group, including OTP, accepted a settlement based essentially on
the one negotiated in the Xcel rate case

0. Did the Stakeholder Group, including OTP, reach a settlement which was also
adopted by the NDPSC?

A. Yes. In Case No. PU-05-131, the NDPSC accepted the MN MISO settlement
with some minor adjustments in order to conform to ND state law.

0. Did the ND or MN MISO settlements include a sharing of OTP’s wholesale
trading margins?

A. No. Both Xcel and Alliant Energy settled their wholesale margin sharing issues
earlier in their respective MN general rate cases, and the MPUC noted that wholesale
margin sharing would be an issue for OTP in OTP’s subsequent general rate case before
the MPUC under MN Docket No. E017/GR-07-1178, which is now complete. The ND
settlement in NDPSC Case No. PU-05-131 stated that OTP was required to file a general
rate case in ND on or about November 1, 2008 aimed at resolving the wholesale margin
issue in ND along with other general rate case issues.

0. Please explain your involvement in MN Docket No. E-017/GR-07-1178 (OTP’s
general rate case in MN)?

A. My testimony in that case examined OTP’s request to recover increases in its MN
jurisdiction revenue requirements via rate design, allocations and other changes along
with its recovery of MISO Day 2 Market costs, including fuel and purchased energy, (via
OTP’s COE) as well as its proposal to share wholesale trading margins.

Q. Were OTP’s wholesale margin sharing issues resolved in its MN rate case?

A. Yes. My testimony in this case will include a discussion of the MN settlement
and compare it with my recommendations in this ND case.

0. Were you involved with the MN Chamber in any on-going FCA issues in MN
involving OTP?

A. Yes. I represented the MN Chamber as a member of a Stakeholder Group under
Generic MN FCA Docket No. E999/CI-03-802 which dealt with FCA forecast reporting
requirements and the on-going viability of automatic FCA’s in MN.

0. How was that issue resolved?
A. That case resulted in agreement among MN IOU’s, the MPUC and the MN

Chamber requiring the IOU’s to provide FCA forecasts upon request to customers
signing confidentiality agreements.
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0. Have you been involved in any other recent regulatory proceedings impacting
OTP?
A. Yes, I represented several key segments of the environmental community,

including Wind on the Wires and the Izaak Walton League, in 2008 as an expert witness
in MPUC Docket No. E002/CN-06-1115, called the CapX 2020 Docket under which
various MN and ND utilities requested a certificate of need to construct three 345 KV
transmission lines in MN. OTP plans to own portions of the CapX 2020 facilities which
are important to almost all MN and ND utilities.

0. What was your testimony in that case?

A. I generally supported the utility Applicants’ requests and went one step further by
recommending that certain parts of the projects be upsized to allow for future needs.

0. Was your upsizing testimony accepted?

A. Yes. The utilities and the Administrative Law Judge (“ALJ”) accepted my
upsizing proposal which the utilities subsequently further expanded. The ALJ’s order
adopting much of my testimony was issued on February 27, 2009.

0. What is the purpose of your testimony in this case?

A. My testimony in this case examines OTP’s request to recover increases in its ND
jurisdictional revenue requirements via rate design, allocations and other changes, along
with its requested recovery of costs resulting from its investments in wind farms. My
testimony also includes recovery of fuel and purchased energy costs (via OTP’s COE),
sharing of wholesale trading margins as well as its proposal to recover costs of the
Langdon and Ashtabula wind farms via a separate renewable resource rider (RRR).

0. Is your testimony focused on a particular class of service?
A. Yes. I focus principally on the Large General Service (“LGS”) class, but portions

of my testimony, such as OTP’s wholesale margins and OTP’s General Service Rules,
will benefit almost all customer classes.

0. Have you worked with other experts in preparing your direct testimony in this
case?
A. Yes, I work regularly with Kavita Maini, Senior Rate Economist and associate in

Oconomowoc, Wisconsin who has appeared as an expert witness in an OTP case in ND
and has provided technical support in many of my projects. She is an expert in MISO
matters and has an extensive analytic background and knowledge of
commercial/industrial rate design as well as the MISO Day 2 Market. Ms. Maini’s
credentials show that she represents the Midwest Industrial Customers, an ad hoc
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coalition of four associations, in matters before MISO and is also a Board Member of the
relatively new Midwest Reliability Organization (“MRO”) created as a result of tighter
reliability regulation under the federal Energy Policy Act of 2005. She is providing
separate testimony in this case. I also regularly work with other industry experts as issues
with particular specialty require. In this case Jim Erickson assisted in researching a
couple of issues.

0. Does this testimony include all of the issues you are concerned with?

A. Based on the information we have today, yes. The discovery response period,
timing of when we got all of the initial filings in these proceedings and constrained
timeframe in these cases has limited our ability to thoroughly prepare. LIG has a number
of outstanding information requests or information requests that were received at the time
of filing, which may refine or add concerns. If any supplement is necessary, LIG will
make every effort to do so timely.

II. WHOLESALE MARGINS AND RNEWABLE ENERGY CREDITS (REC)
0. Why are wholesale margins important in this proceeding?
A. In its settlement agreement with LIG in Case No. PU-05-131, the Commission
ordered OTP to address wholesale revenue margin sharing in its next rate case which
must be filed by November 1, 2008.
0. Did OTP comply with this order?

A. Yes. In this current proceeding, OTP includes a mechanism for wholesale margin
sharing, both asset-based and non asset-based.

A. Asset-Based Wholesale Margins.

0. Please explain OTP’s proposed mechanism for sharing its asset-based wholesale
margins.

A. OTP proposes to include a 2003-2007, 5-year average of its wholesale margins
(or $4.133 million) as a credit to base rate expenses with any excess accruing to OTP to
supposedly offset the need for future rate cases.

Q. Do you agree with OTP’s proposal?

A. No, I do not.

0. Please describe why you disagree.

A. I feel that if a base amount is to be credited to base rate expenses, OTP’s proposal

is too low recognizing that its 5-year average includes wholesale margins prior to startup

10
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of the MISO Day 2 market on April 1, 2005. Startup of the MISO market fundamentally
changed and dramatically increased OTP’s opportunity for wholesale margins. As such,
if OTP’s request is granted, pre-MISO market margins should be excluded from the
average, and 2008 margins should be included. Subsequent to startup of the MISO Day 2
market, OTP’s wholesale trading margins have remained relatively constant as follows:

OTP’s ASSET-BASED WHOLESALE MARGINS

Year Margins (in $ 1000’s)
2005 $4,746
2006 $4,531
2007 $4,462
2008 $4,600
TOTAL $18.339

4-YR AVERAGE $4,585
OTP PROPOSAL $4,133

DIFFERENCE $452
0. Please describe your proposal.
A. My proposal is to include only the more representative years starting with the

beginning of the MISO Day 2 Market.
0. What is the result of your analysis?

A. Selecting data beginning with 2005 results in a 4-year average (2005-2008) of
$4.585 million which is $452,000 greater than OTP’s proposal. If an amount is shared by
being included in base rates, then $4.585 million is the amount which should be included.

0. Did the MPUC adopt a most recent 4-year average approach in the in OTP’s
recent MN rate case MPUC Docket No. E-017/GR-07-1178?

A. Yes. The MPUC also decided to include one of the years excluded by OTP as an
“outlier” in spite of OTP’s claims that margins earned that year were excessive and not
typical.

0. Does the MISO Day 2 Market have any other impact on wholesale margins?

A. Yes. The Day 2 Market fundamentally changed the way asset based resources are
bid and sold, to a large extent the procedure is greatly streamlined as there is no longer
any negotiations via utility-by-utility contacts for price discovery in selling ratepayer
resources. Since the utility cannot do anything to increase profits (it is a function of
market clearing price) no incentive is needed to have a utility maximize profits.
Ratepayers have paid for these resources and should receive 100 percent of the benefits

11
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associated with them. Especially in this economy, when so many companies are
struggling to even break even fiscally, the utility does not need any additional “perks” for
asset-based wholesale margin trading beyond their guaranteed return.

0. Do you have any other concerns regarding sharing of wholesale margins?

A. Yes. I'm also concerned that locking in a fixed amount as a credit to base
expenses will exclude a further substantial increase when OTP’s 160 MW of wind
turbine capacity releases a substantial amount of energy to be sold in the MISO Day 2
Market thereby significantly increasing asset-base margins.

0. What is your recommendation regarding this up-side potential?

A. I recommend that any increases in wholesale margins above and beyond amounts
included in base rates due to wind resources or other causes be shared so that retail
customers receive via OTP’s RRR 85% of the increase and OTP receives 15% of the
increase.

0. What portion of asset-based margins should be included as an offset to expenses
in OTP’s RRR?
A. This should be an estimate of the increase in OTP’s asset based margins made

available by the addition OTP’s owned wind resources. To the extent that wind
generation is displacing existing generation and freeing it up for asset based sales, the
associated incremental margins should flow through the established RRR. The amount
would be determined by estimating margin sales without the wind resources and margin
sales with the resources.

To ascertain this amount, I am awaiting OTP’s Response to LIG IR No. 144 containing
quantitative analysis with and without wind generation.

B. Non Asset-Based Wholesale Margins.

0. How does OTP propose to treat non asset-based margins in this rate case?

A. OTP proposes to share with its retail customers, 15 percent of its non asset-based
margins as reimbursement for its trading costs (staff and related expenses) included in
base rates. This amount would never be negative. In addition, please see OTP’s
Response to LIG IR No. 39 for further explanation, which is attached hereto as LIG
Exhibit __ (LLS-3).

0. What is the revenue impact of OTP’s proposal?

A OTP states that the revenue amount to be credited to ND retail customers under its
proposal is 15 percent of about $1.96 million which is approximately $294,000.

12
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0. How does this compare with the sharing mechanism approved by the NDPSC in
Xcel’s recent ND rate case?

A. OTP claims (See Witness Beithon’s Testimony, P. 21, L. 27-28) that their

_proposal is identical to the one approved for Xcel. It is not. The settlement and order in

the Xcel case called for 50 percent sharing.
0. What is the appropriate level of sharing if it is not fixed?

A. Since this activity is done with ratepayer assets (employees, equipment,
computers, taxes, etc) it should be a substantial amount to reflect these costs, yet it should
allow for a fair return for Otter Tail since they are using their own resources/risk of loss.
Considering these factors, 50% with a guaranty of never going negative is appropriate.

0. Are there other options for dealing with these margins?

A. Yes, Otter Tail could reimburse ratepayers with a fixed amount in rate base for
the cost of ratepayer resources that are used in this activity, together with a lesser portion
of profits for the added value Otter Tail gets through using ratepayer’s assets. Similar to
how Otter Tail deals with these profits in Minnesota

0. How does OTP’s ND proposal in this case compare to the mechanism approved
by the MPUC in OTP’s recent MN case?

A. The MPUC initially accepted the ALJ’s recommendation that OTP pass 10
percent of its non asset-based margins as a credit to retail customers via the FCA, but also
remove $993,000 of costs attributed to its non asset-based margin trading from base
expenses. However, after hearing OTP’s arguments related to OTP’s petition for re-
hearing on this issue, the MPUC changed its position and removed the requirement for
the 10 percent non asset-based margin sharing revenue altogether in order to match the
$993,000 of disallowed expenses. This completely isolates the results of OTP’s non
asset-based margin trading from retail rates.

0. Can testimony submitted in the Minnesota case be used as a yardstick to measure
the reasonableness of OTP’s proposal of 15% sharing of non-asset based margins with
retail customers?

A. Yes. The Minnesota Order (E-017/GR-07-1178), on page 27, notes OTP allocated
$993,173 to OTP’s Minnesota non-regulated operations for non-asset based sales.
Assuming that the Minnesota portion was determined based on the E-2 Energy Allocation
factor of 52.015871% (per final Jurisdictional COSS provide by Ron Spangler December,
19, 2008) then the total OTP cost would be $1,909,365 ($993,173/.52015871). The
North Dakota portion would be $1,909,365 x .41017975 (ND Test Year E-2 Allocation
Factor) = $783,183. This merely reimburses ratepayers for the cost of using ratepayer
employees, overhead, facilities and equipment, an additional amount should be allocated
as benefit sharing for use of ratepayer’s assets/investment. An additional 15% of the

13
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margins that exceed $783,183 is reasonable. This is substantially greater (2.66 times)
than OTP proposal of 15 percent of about $1.96 million which is approximately
$294,000, thereby indicating that OTP’s proposal is low.

0. What is your recommendation for the treatment of non asset-based margins in this
case?
A. As stated earlier, I recommend that OTP be ordered to share 50% of its non-asset

based trading margins with its retail customers.

C. Renewable Energy Credits (REC).

0. What are REC’s?

A. These are per-KWh credits attached to energy from qualified renewable energy
resources defined under state law such as wind generation.

0. How are these credits recorded and tracked?

A. . REC’s and REC ownership and transactions are tracked by a multi-state system
called M-Rets.

0. Is OTP accumulating RECs?

A. Yes. In OTP’s direct testimony, (see OTP Initial RRR Filing) as well as OTP’s
responses to LIG IR Nos. 13 & 133 (attached hereto as LIG Exhibit _ (LLS-4 and
LLS-5). OTP states that it is accumulating and banking REC’s associated with output of
its wind resources.

0. What is your concern?

A. OTP claims the right to sell these REC’s to any market it wishes without
clarifying that these benefits will be assigned to the retail customers paying for the wind
resources. However, it is very important that the REC’s are credited to retail customers
rather than to OTP as a utility. The attached quote from Spectron Group Report, (January
14, 2009)(setting value for the "Front Half 2009" for National Green-E Certificate Wind
qualified energy the price would be from .190 cents/kWh to .285 cents/kWh) indicates a
significant value to the REC’s. OTP does not need REC’s in North Dakota until 2015,
long after they have been generated and likely expired. Since North Dakota ratepayers
paid for 41.02% (E2 allocator) of the assets that generate REC’s, North Dakota
ratepayers should be allocated the value of REC’s currently at their market value. LIG
Exhibit __ (LLS-6).

0. What is your recommendation?

14
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A.

I recommend that the value of REC’s be treated like the additional wholesale
margins made possible by wind resources, which means that REC values should be
credited to OTP’s RRR in the year they are created.

III. ANCILLARY SERVICE MARGINS (ASM)

0. Please define Ancillary Services and the importance of this concept to this
proceeding.
A. Ancillary Services include:

Scheduling and Dispatch
Reactive Power

Regulation and Load Following
Energy Imbalance

Spinning Reserve
Supplemental Reserve

AN I M

As one of many control area operators, OTP was providing some of these services prior
to startup of the new MISO Ancillary Services Market on January 6, 2009. Beginning on
January 6, the many control areas within MISO were consolidated into a single ASM
market under MISO thereby eliminating OTP’s responsibility to provide such services
(See Witness Beithon’s Testimony, P, 49, L. 17-19).

0.

A.

Has OTP indicated any proposed changes to the treatment of ASM related costs

and revenues as a result of MISO’s ASM market launch?
OTP states in Response to LIG IR No. 73, LIG Exhibit __ (LLS-7):

“OTP is not proposing a change to the way ancillary services are
recovered in this case. Ancillary services have been in the base rates of
OTP previously. The Midwest Independent System Operators ancillary
services market (MISO ASM) is so new that OTP doesn’t know the full
impacts of the MISO ASM at this point. The MISO ASM was not a
known and measurable change at the time this case was filed and still is
not fully known. OTP has not requested any special treatment for the
MISO ASM outside of this case. At this point in time OTP does not
anticipate any ancillary service margins net of the increased expenses.
With only a couple weeks of experience in January 2009 OTP had a net
(revenues and expenses) ASM expense of $36,563. Of course if MISO
changes the way ASM is operated, OTP would review the appropriateness
of continuing the existing treatment for ASM and propose changes to the
NDPSC as appropriate.”

What is your concern with OTP’s approach?

STPL-Word:139289.1
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A. I am concerned that OTP’s approach is not consistent with how it participates in
the ASM market. Since OTP is.participating in the ASM market, it needs to provide the
NDPSC with regular reporting of the MISO related credits obtained and charges paid
similar in format to the MISO Day 2 costs provided as documentation for the COE.

Q. What do you recommend?

A. I recommend that any action regarding OTP’s proposed ASM related charges and
credits be deferred for one year, during which period OTP makes monthly reports to the
Commission on how ASM has impacted the relevant MISO accounts. After this time
period, OTP should submit a report to the Commission documenting the relevant
information. Based on this information, the NDPSC should hold a hearing to determine
an appropriate treatment of these costs and revenues.

0. Given that ASM margin sharing has been an issue in Minnesota as well, what
action has the Minnesota Commission taken in this regard?

A. As a result of the complexity and unknown impact of the market, the Minnesota
Commission has taken similar action to make sure a reasonable result is arrived at.

IV. FUEL COST ADJUSTMENT (“FCA”) ALSO CALLED COST OF ENERGY
(“COE”) ISSUES

0. What are your concerns regarding OTP’s FCA?
A. I have several concerns as set forth below.

A. Jurisdictional Differences. OTP starts with total system fuel and purchased
energy costs and allocates these costs to its operating jurisdictions on a KWh basis so that
over a prescribed time period OTP recovers its fuel plus purchased energy costs but no
more. Although different jurisdictional monthly averaging techniques are used to smooth
the month-to-month variations, the definition of the total amounts to be passed on to
customers via the FCA vary significantly from MN to ND (i.e., there are four elements
described in the ND FCA and six in MN). These element descriptions should be
identical. OTP should therefore be ordered to either adopt in ND (1) the elements in the
MN version or, in the alternative, (2) file an FCA in MN compatible with the ND version.

B. Proper Cost of Fuel Account. OTP’s FCAs state that the cost of fuel included in
the monthly FCA’s should be the amount in FERC fuel inventory Account 151. This is
not correct because the amount included in the FCA is not the total inventory asset
amount in Account 151, but rather is the amount fuel withdrawn from Account 151 and
consumed/expense to Accounts 501 and 547 for a specific month. OTP should therefore
be ordered to clarify this distinction.

C. Adjustment to Purchased Energy Costs. The FCAs in both jurisdictions limit
the recovery of purchased energy costs to Account 555 costs “...exclusive of capacity

16
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and demand charges”. However, OTP is improperly including some capacity and
demand charges associated with its wind PPA’s and flowing these costs to customers via
the FCA. '

0. Is it your understanding that OTP is passing 100 percent of its wind turbine PPA
costs on to retail customers via the FCA?

A. Yes. This is confirmed by OTP’s response to LIG IR No. 77, which states that
the FCA does not recover fixed costs and by OTP’s response to LIG IR No. 166 which
states the FCA does not recover capacity costs either. LIG Exhibit (LLS-8) amd
(LLS-9).

0. Should these total PPA amounts amount be allowed to pass through OTP’s FCA
without adjustment even though the amount OTP purchases is all on a KWh basis?

A. No.

0. Please explain why.

A. This is because the wind PPA costs include a capacity component which can be
imputed.
0. Why are capacity costs related to wind farms important here?

A. Although PPA costs are paid to developers on a KWh basis, a capacity allocation
must be imputed to these purchased energy costs related to the accredited capacity value
of wind turbines.

0. Please provide an example.

A. OTP’s Response to LIG IR No. 20 (attached hereto as LIG Exhibit __ (LLS-10)
shows that OTP received a substantial monthly capacity credit from the Langdon PPA
associated with 19.5 MW of purchased wind capacity. This monthly credit averaged 30.8
percent of the 19.5 MW of nameplate capacity resulting in a reduced amount of
purchased capacity or peaking turbine installation otherwise required to meet OTP’s load
plus reserve requirement. This capacity component has value toward meeting OTP’s load
plus reserve capacity obligation for its entire system. By also recovering the capacity
component in its FCA, OTP is double recovering.

0. What action should the Commission order?

A. The Commission should order that OTP retroactively remove the value of
capacity credits from the total amount of Langdon and other wind PPA costs which were
incorrectly passed through the FCA and credit the amount removed to present customers
via the FCA. On a forward looking basis, OTP should include the corresponding
capacity value of its wind PPA’s as a capacity cost in base rates and allocated

17
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accordingly. However, the amounts removed from the FCA plus the amounts remaining
should not exceed actual amounts paid to developers under the PPAs.

The foregoing indicates why the RRR cannot be included as part of the FCA unless the
imputed capacity component is first removed. Because of the large cost impact of the
RRR, I recommend that it remain as a separate line item on each customer’s bill, as
ordered by the Commission during it interim application.

D. COE Volatility and Trends.

0. What method does OTP use to calculate the COE applicable for each month?

A. As stated earlier, OTP uses a four month rolling average methodology to calculate
the COE applicable for each month. For example, the COE to be effective on March 12,
2009, uses data from October 2008, November 2008, December 2008 and January 2009.
Therefore, there is essentially a six month lag between the time costs are actually
incurred for the retail sales to when they are actually displayed on the customers’ bills.

0. Did you use an alternative method to analyze the COE trend?

A. Yes. I de-averaged the OTP four month COE average to a monthly average. Idid
this by using cost specific data for the actual month that it was incurred and adjusted the
energy costs for the over/under recovery. Similarly, I used retail sales adjusted for losses
for the actual month.

0. Did you analyze the trends in OTP’s COE?
A. Yes I compared OTP’s COE to my de-averaged monthly COE. Figure 1 is a plot
comparing OTP’s actual COE and de-averaged FCA by month for the time period

December 2006 to November 2008. The following graph shows the monthly de-
averaged numbers for this time period.

Figure: 1

18
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0. What does this figure show?
A. This figure shows the following:

1. By averaging the COE over a period of four months, the current COE
smoothes the volatility inherent that is depicted in the monthly de-
averaged COE; and

2. De-averaged monthly COE shows some decline in 2007 with a sharp
increase towards the end of 2007 owing most likely to the big stone
outage. In 2008, while the monthly deaveraged COE declines from the
sharp increase associated with Big Stone outage, it increases just before
summer before falling in November 2008.

0. Can the decline towards the end of 2008 be attributable to wind owned resources?

A. Not necessarily. Fuel prices, especially natural gas, have been on a sharp decline
owed to depressed demand and other reasons during the current economic downturn.

0. What other analysis did you conduct on the COE?

A. I calculated the total annual COE costs and energy retail sales adjusted for losses
using the monthly de-averaged data for the time period December 2006 through
November 2007 and December 2007 through November 2008.

0. What did this analysis indicate?
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A. Table 1 shows the results. As the Table indicates, the average annual COE using
the de-averaged monthly data shows a slight increase for the time period December 2007
through November 2008 compared to the previous 12 month period.

Table 1: Average Annual COE Comparisons

Usage Adj. for |Adjusted Net Average Annual

Time Period losses Energy Costs COE ($/KWh)
Dec 2006 - Nov 2007 3,737,262,097| $123,792,549 $0.03312
Dec 2007 - Nov 2008 3,734,074,187| $127,753,365 $0.03421

0. What does OTP claim about COE costs in 20087

A. OTP claims in its initial compliance filing for Docket PU-08-862 that a major
benefit of the OTP owning wind resources is the COE has decreased. The results
indicated in Table 1 do not support OTP’s claim and, in fact, show a slight increase.

0. Even if the COE had shown a decrease in 2008, could this decrease be directly
attributable to OTP’s wind owned resources?

A. No. Even if the COE had shown a decrease on an annual basis, it could not be all
attributable to OTP’s wind owned resources because as mentioned earlier, fuel prices fell
significantly during 2008 due to depressed demand in the economic downturn.

V. OTP’s PRESENT COE PROCEDURES OVERSTATE DELIVERED ENERGY
COSTS BY INCLUDING A 12 PERCENT NET ENERGY LOSS FACTOR

0. Please explain what this overstatement of loss impacts.

A. It does not affect the Interim rates and it does not affect base rates. This is a
change that affects the ongoing COE calculation that results in over recovery in the
monthly COE charge.

Q. Please explain why OTP current ND COE Adjustment procedures overstate
delivered energy costs by including a 12 % net energy loss factor.

A. In the course of reviewing OTP January 27, 2009 February 2009 Fuel Cost
Adjustment Letter (PU-09-41 Filed 1/27/2009) (LIG Exhibit ___ (LLS-1 1),Schedule?) it
became obvious that OTP is overstating energy losses in determining the sales to native
retail customer which results in lower assumed sales. OTP determines Retail Sales by
multiplying 0.88 (1.00-.12) times the Net Energy kWh at the generation level. Adjusted
net energy cost divided by an understated Retail Sales amount yields an overstated
Delivered Cost per kWh. The Delivered Cost per kWh is subtracted by the COE Base
Cost to determine the COE Adjustment per kWh. The 12% system wide factor energy
loss factor is too high and understates retail kWh sales.

20
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Q. Can you support your claim that the 12% energy loss factor used by OTP
overstates losses?

A. Yes. I have reviewed the energy losses incorporated by OTP into this rates
proceeding and into their recent Minnesota case. OTP’s total Test Year ND kWh sales
are 1,765,782,420 (Exhibit__(DGP-1), Schedule 1). OTP ND Test Year kWh sales
adjusted for line losses to the generation level can be determined by using the E-2 Energy
Allocation Factor. The ND E-2 Allocation Factor from the Test Year (Exhibit (PJB-1),
Schedule 11A, page 7 of 8) Jurisdictional COSS is 1,884,859,000 kWh. Thus, OTP Test
Year ND losses are  0.0632 (1-(1,765,782,420/1,884,859,000) or 6.32%. This loss rate
seems reasonable based on my experience with OTP’s recent MN rate case and other
Midwest utilities.

OTP’s total Test Year MN kWh sales were 2,106,630,635 (Compliance Filing,
Schedule 5, page 2 of 2) and the E-2 MN Jurisdictional Allocation Factor kWh units were
2,231,278,000 or 52.02% (2006 Test Year Jurisdictional CCOSS based on the
Commission’s Final Order provided by Ron Spangler 12-19-08). Thus, OTP’s Test Year
losses are  0.0559 (1-(2,106,630,635/2,231,278,000) or 5.59%. The MN loss factor is
lower than North Dakota as I would expect because approximately 20% of MN retail
sales are served at high voltage transmission of 115 kV and thus has lower line losses.

OTP’s system loss factor can be determined by weighting each jurisdictions loss
factors. I have assumed South Dakota’s loss rate would approximate North Dakota’s.
The MN E-2 Allocation Factor was 52.02% of the total. The weighted average OTP
system losses for retail sales can be determined as follows:

Figure 2
Otter Tail Power Company
Revised System Loss Factor
Weighting of Jurisdictional Loss Factors

Sales Juris. Loss Weighted

Jurisdiction Ratio Rate Loss Rate
Minnesota 0.5202 5.59% 2.91%
North and South Dakota 0.4798 6.32% 3.03%
Total 1.0000 5.94%
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Q. What is the impact of this of using the system loss factor of 5.94% rather the 12%
used by OTP?

A. If the OTP ND COE Adjustment incorporates a more realistic loss factor the
annual costs to ratepayers will decrease by approximately $2.3 million per year. The
following figure support this estimate:

Figure 3

Otter Tail Power Company
North Dakota COE Adjustment Calculation
Impact of Overstate Energy Loss Factor
February 2009 COE Billing Parameters

Corrected Loss

OTP as Filed Factor Chang
e
Adjusted Net Energy Costs ) 29,385,564 $ 29,385,564
Net Energy - kWhs v 1,480,856,321 1,480,856,321
Energy Loss Adjustment Factor 0.8800 0.9406
Energy Adjusted to Retail Sales 1,303,153,562 1,392,893,456
Delivered Cost per kWh S 0.022550 S 0.021097
Base Cost per kWh S 0.030945 S 0.030945
Energy Cost Adjustment/kWh S (0.008395) S (0.009848)
Energy Cost Adj./kWh Rounded S (0.0084) S {0.0098 S (0.0015)
Test Year ND kWhs Subject to the COE Adjustment ! 1,575,937,982
Estimated Annual Impact of Overstated Loss Factor $ {2,289,524)

Notes:

-Billing parameters per OTP January 27, 2009 correspondence to Darrel Nitschke regarding the February
2009 Fuel Cost Adjustment (PU-09-41 Filed 1/27/2009)

-Energy Adjustment Loss factor is based on OTP Jurisdictional E-2 Allocation Factors used in the current
North Dakota proceeding and OTP MN Docket No. E-017/GR-07-1178
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Q. Should OTP be allowed to continue to use the 12% system loss factor to
determine estimated system retail sales?

A. No. The above figure shows that if OTP is allowed to continue to use the
excessive 12 % system energy loss rate it will result in overcharging North Dakota
ratepayer approximately $2.3 million per year.

Q. Mr. Schedin, please summarize your recommendation on how to improve the
accuracy and fairness of OTP ND COE calculations.

A. My immediate recommendation is to require OTP to use a system energy loss
factor of 5.94% rather than the 12% in calculating the ND monthly COE Adjustment.
This correction in loss factors will save ND ratepayers approximately $2.3M per year and
results in a more fair and reasonable rates.

I would also recommend that using OTP’s retail kWh sales by jurisdiction is more
accurate than determining a proxy for system retail sales by adjusting monthly net energy
by a constant loss factor.

VI. OTP HAS UNDERSTATED PRESENT RATE REVENUES BY $3.3M
RESULTING IN OVER RECOVERY FOR INTERIM RATES

0. Please describe the OTP’s North Dakota COE Adjustment Clause.

A. OTP’s COE Adjustment Clause adjusts rates to reflect changes in average cost of
fuel and purchase power. Monthly average fuel and purchase power costs can vary
widely based on loads, cost of fuel and purchase power, and the availability of OTP’s
own generation fleet because of planned and forced outages, etc. This rate adjustment
mechanism is based on the most recent 4 month period plus unrecovered prior cumulative
energy costs. This tariff ensures full cost recovery of OTP’s eligible COE costs.

0. Does OTP ND COE Adjustment Clause ensure the full recovery of OTP eligible
costs?

A. Yes. However, the COE Adjustment Clause does not ensure full recovery of
costs for a specific period (month or year) that the eligible fuel and purchase power costs
were incurred. The recovery of cost is delayed because the COE Adjustment Clause rate
is based on the most recent 4 month period and thus will not match current month/year
fuel and purchase power costs.

0. When using a historic test year, will the actual billed COE Adjustment Clause
revenues ever match the COE eligible expenses included in the test year?

A. The actual billed COE Adjustment Clause revenues will likely never match the
test year COE eligible fuel and purchase power costs. The timing of revenue recovery
lags the costs and can result in over or under collection of the billed COE Adjustment
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Clause revenues depending on the period and the changes in the monthly costs of fuel
and purchase power costs.

0. How does OTP’s financial reporting to shareholders and the investment
communities deal with the matching of fuel cost and fuel cost recovery?

A. OTP accrues revenues related to fuel and purchase power costs in excess of
amounts recovered in base rates but not yet billed through the COE Adjustment Clause.
This accrual of revenue is necessary to accurately report the Otter Tail’s financial
performance.

OTP’s 2007 Report to Shareholders states the following:

“Rate schedules applicable to substantially all customers include a fuel clause
adjustment (FCA) — under which the rates are adjusted to reflect changes in
average cost of fuels and purchase power — and a surcharge for recovery of
conservation-related expenses. Revenue is accrues for fuel and purchase power
costs incurred in excess of amounts recovered in base rates but not yet billed
through the FCA.”

See OTP 2007 Shareholder Report, p. 44, Schedule 1 (attached hereto as LIG Exhibit
_(LLS-12)).

OTP’s “Accrued Cost-of-Energy Revenue” balance sheet account was increased from
$10,735,000 as of December 31, 2006 to $19,452,000 as of December 31, 2007. It
should also be noted that this balance was decreased in 2008 to $8,982,000 for December
31, 2008. OTP’s increase in 2007 accrued revenues balance was necessary to match the
increased fuel and purchase power cost in 2007 that have yet to be recovered in 2007
through OTP’s FCA and COE tariffs. If OTP did not include the $19,452,000 in accrued
revenues, OTP reported revenue would be significantly lower and thus distorting the
Otter Tail’s actual performance for 2007. The same holds true in OTP’s North Dakota
Initial Rate filing in this proceeding. Ignoring the lag in the COE Adjustment Clause
understates OTP’s returns and thus overstates their rate relief needs for the 2007 test year.
The NDPSC must recognize the COE Adjustment Clause revenue in excess of any
recovered in base rates but not yet billed in order to determine fair and reasonable rates.
See Shareholder Report, p. 51.

0. What COE Adjustment Revenues did OTP include in their determination of
Present Rate Revenues?

A. In LIG Exhibit ___ (LLS-13), Excess Rev. Collected in Interim Rates Before Int.
Rate Adjustment, 1 have totaled the OTP Filed Present Rate COE Adjustment Clause
Revenues included in Exhibit (DGP-1), Schedules 1 and 2. They have included
$19,550,518 of Test Year Present Rate COE Adjustment Clause Revenues. The average
Present Rate COE Adjustment Clause revenue recognized is 1.241 cents/kWh based on
the total COE Adjustment Clause revenues/kWh subject to the Interim Rate COE Adder.

24
STPL-Word:139289.1



—
OV WUBhWN -~

R R R R WL LW W LW W W WRN RN DN RN DN NDNDRN e e e e e e e
LNV, O VWO NOANUNMPE WP OOYWO~-ITONUNMPEWNPFRP,OWYWRRIAAWVMEEAE WND R~

0. What change in the COE Base is OTP proposing in this proceeding?

A. OTP’s Present Rate COE Base is 1.6473 cents’kWh. OTP is proposing an
increase in the COE Base to 3.0945 cents/kWh. The new COE Base is determined on the
fuel and purchase power cost included in the determination of the test year revenue
requirement. The increase in the COE Base is 1.4472 cents/kWh. OTP has included a
Change in The Base Cost of Energy Adder of 1.447 cents per kWh as a billing item in
Interim Rates.

0. Does OTP Present Rate COE Adjustment Clause revenues match the change in
COE eligible cost included in the determination of the test year revenue requirement?

A. No. OTP’s Present Rate Revenues would need to include COE Adjustment
Clause revenues that would average 1.4472 cents’kWh (OTP’s proposed change in the
COE Base) in order for OTP’s Present Rate COE Adjustment Clause revenue match test
year fuel and purchase power costs.

0. Have you quantified the impact of OTP’s understatement of Present Rate COE
Adjustment Revenues?

A. Yes. The calculations provided in my Excess Rev. Collected in Interim Rates
Before Int. Rate Adjustment shows that change in Present Rate and the Proposed/Interim
Rate COE Adjustment bases (1.447 cents/kWh) times the KWh subject to the Interim
COE Adder generate $22,803,823. Thus, OTP would be required include “ Accrued
Cost-of-Energy Revenue” of $3,253,305 ($22,803,823 - $19,550,518) in order to have
the test year Present Rate COE Adjustment Clause revenues match the test year COE
eligible fuel and purchase power costs.

Q. Do you propose an adjustment of Present Rate revenues and what amount?

A. I am proposing to include an additional $3,253,305 of test year “Accrued Cost-of
-Energy Revenue” not yet billed through OTP’s Present Rate COE Adjustment Clause.
This additional revenue has been earned by OTP in 2007 and will be billed to North
Dakota ratepayers in 2008 so that test year COE Adjustment Revenues will match the test
year COE eligible fuel and purchase power costs.

0. Please explain the impact of OTP’s understatement of Present Rate revenues will
have on the final rate determination in this proceeding.

A. OTP has overstated their revenue deficiency. The following figure shows the
OTP’s filed versus LIG proposed corrections:

Figure 4
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OtterTail Power Company
Present Rate Revenues and Proposed Increase
OTP Filed Versus LIG Proposed

OTP Filed Present LIG Proposed

Rate Present Rate
Base Revenue S 98,758,659 S 98,758,659
COE Revenue S 19,550,518 S 19,550,518
Accrued COE Rev. S - S 3,253,305
Total Present Rate Rev. S 118,309,177 S 121,562,482
Filed Final Rate Rev. Req. S 124,393,180 S 124,393,180
Required Increase S 6,084,003 S 2,830,698
% Increase . 5.14% 2.33%

OTP should recognize $3,253,305 of accrued COE revenues in determining
Present Rate revenues to ensure that COE revenues match COE eligible expenses
included in the test year revenue requirement. This ensures that OTP has not overstated
their revenue deficiency and prevents over recovery during the application of Interim
Rates. The inclusion of Accrued COE Revenues does not change the Filed Final
Revenue Requirement.

OTP Violated Interim Rate Procedures.

0. Has OTP violated the North Dakota’s Interim Rate Procedures?

A. Yes. OTP has changed exiting rate design by increasing Interim Rates, before
the Interim Rate Adjustment, by 1.447 cents/kWh yet including only COE Adjustment
Clause revenue of 1.241 cents/kWh for in the calculation of Present Rate Revenues.
LIG Exhibit ____ (LLS-14), LGS Revenues, Filed Present/Interim Before Int. Rate
Adjustment, demonstrates that OTP’s Interim Rate for the LGS Rate Class is $751,852
higher than the Present Rate Revenues even before the Interim Rate Adjustment is
applied. Present Rate Revenues would equal Interim Rate Revenues, before the Interim
Rate Adjustment, if there was no change in existing rate design.

Q. Please explain the impact of OTP’s understatement of Present Rate revenues will
have on the application of Interim Rates in this proceeding.

A. See Figure ? below.
Figure 5
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OtterTail Power Company
Excess Interim Rate Increase Granted
OTP Filed Versus Interim Rate Relief Granted

OTP Filed Interim Rate Excess
Present Rate Relief Granted Interim Rate
Base Revenue $ 98,758,659 S 98,758,659
COE Revenue $ 19,550,518 S -
Interim Rate COE Adder S - S 22,803,823
Total Rate Revenue $118,309,177 S 121,562,482 S 3,253,305
Interim Rate Adjustment 4.07% 4.07%

Interim Rate Adjustment Rev. $ 4,815,184 S 4,947,593 S 132,410

Total Interim Rates $123,124,361 S 126,510,075 S 3,385,715

Figure 5 shows that OTP’s Interim Rates generate $3,384,088 more revenue than the
Commission intended when is granted a 4.02% Interim Rate Adjustment of OTP’s Filed
Present Rate Revenues.

0. Please explain the impact of OTP’s understatement of Present Rate revenues will
have on the determination of Interim Rates and any Interim Rate refund.

A. Interim Rate logic is based on no change in Interim Rate design to ensure that
Present Rate revenues equal the Interim Rate revenues before the Interim Rate
Adjustment is applied. Thus, the following hold true:

1. Present Rate revenues = Interim Rate revenues before the Interim Rate
Adjustment. Thus, the only difference between Present Rate revenue and
Interim Rate revenue is the Interim Rate Adjustment revenue.

2. Proposed Rate Revenue = Present Rate revenues -+ Rate increase.

3. Proposed Rate Revenue = Interim Rate, before the Interim Rate
Adjustment, revenues + ((Rate increase/Interim Rate increase)x(Interim
Rate Adjustment revenues)).
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OTP’s approved Interim Rate revenues before the Interim Rate Adjustment are
$3,253,305 greater than Present Rate revenues, because OTP changed the Interim Rate by
improperly zeroing out the COE Adjustment. Thus, Interim Rate logic cannot be applied
because the following hold true:

1. Present Rate revenues = Interim Rate revenues, before the Interim Rate
Adjustment, less $3,253,305.

2. Proposed Rate revenue = Present Rate revenue + Rate Increase.

3. Proposed Rate revenue = Interim Rate, Before the Interim Rate
Adjustment, revenue — $3,253,305 + ((Rate Increase/Interim Rate
Increase) x (Interim Rate Adjustment revenue)).

0. What is your recommendation on how the NDPSC should treat the recognition of
COE Adjustment Clause revenues in this rate proceeding?

A. OTP should be required to include “Accrue Cost-Of-Energy Revenue” of
$3,253,305 in Present Rate Revenue in order to match test year COE Adjustment Clause
revenues and COE eligible fuel and purchase power costs included in the test year
revenue requirement. This additional Present Rate revenue ensures that there is no
change in rate design. Present Rate revenue will equal Interim Rate revenues before the
Interim Rate Adjustment, thus allowing normal Interim Rate logic and procedures to be
applied.

The separation of the COE cost from all non-energy revenue requirements would also be

acceptable. This approach ensures that timing of the recovery of COE related costs do
not distort and confuse the cost recovery of OTP Interim Rate revenue requirements.

VII. OTP’s FAS 106 Transition Costs Should Be Denied As They Are Not Funded

Q. Please describe FAS 106.

A. The Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards No. 106 (FAS 106), Employers Accounting for Postretirement
Benefits Other Than Pensions in 1990. OTP’s adopted the standard in 1993. The net
periodic postretirement benefit cost includes several components. OTP began to amortize
“its transition obligation related to postretirement benefits earned of approximately
$14,964,000 over a period of 20 years.”’(Page 44 of Otter Tail Corporations 2008 Annual
Report)

Q. What is OTP‘s Other Postretirement Benefit Obligations and has OTP funded this
obligation?

28
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A. OTP’s projected Benefit Obligation at December 31, 2008 was $32,621,000 (Page
66 of Otter Tail Corporations 2008 Annual Report). OTP has no plan assets set aside to
cover this obligation. This is an unfunded liability.

Q. Have other investor owned utilities operating in North Dakota funded their Other
Postretirement Benefit Obligations?

A. Yes. I have only checked on MDU Resources Group and Xcel Energy. They
both have specific plan assets set aside to cover Other Postretirement Benefit Obligations.
MDU and Xcel have set up funds similar to their pension funds to ensure that funds are
set aside from revenues received from current ratepayers to fund future Other
Postretirement Benefits Obligations of current utility employees once retired. In fact for
Xcel, it’s a condition of allowing FAS 106 cost recovery that they fund their obligations
in several jurisdictions where they operate.

Q. Has OTP recorded FAS 106 as a utility operating expense yet failed to fund this
obligation?

A. It is my understanding that OTP expensed the FAS 106 costs for financial
reporting including reporting ND returns. They have recognized a balance sheet Benefit
Obligation but have not set aside any funds in any trust to cover these future benefit
obligations. OTP has had the money and has had rates sufficient to fund this obligation
put have made a decision not to fund this obligation.

Q. Is it too late for OTP to fund its Other Postretirement Benefit Obligations?

A. No. It will be more of a challenge to OTP because it is in the 17" year of a 20
year amortization to cover its Other Postretirement Benefit Obligations.  Unfunded
employee benefit obligations are one of the problems facing the US auto industry.

Q. Why does the LIG object to the inclusion of OTP’s FAS 106 transition obligation
costs in the ND Retail electric rates?

A. We object to the inclusion of the FAS 106 transition costs based on the following:

1. Regulators and ratepayers were never given the opportunity to
review the prudency and reasonableness of OTP other post
retirement benefits. They have provided no support of the
underlying benefits and their costs in this proceeding.

2. OTP has not funded its Other Postretirement Benefit Obligations.
Funding ensures that current ratepayers will not have to pay twice
for retiree Other Postretirement Benefits. If OTP had funds set
aside to match their $32.6M Benefit Obligation as of 12/31/08,
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then future ratepayers would be less exposed to covering the cost
of OTP Benefit Obligations.

. OTP could have funded the obligation but choose not to from

annual FAS 106 expense levels or during periods of over earnings.
If ND grants full cost recovery, were does the revenue/cash in
excess of current year pay as you go expenses end up?

. The Minnesota Commission declined to grant recovery of Otter

Tail’s FAS 106 transition costs in Docket No. E-017/GR-07-1178
issued on August 1, 2008. If North Dakota grants full recovery of
OTP’s FAS 106 expense request, how will North Dakota ratepayer
be compensation in the future for paying more than MN
ratepayers? Are there any future benefits for North Dakota
ratepayers? How will OTP keep records and adjust to shifting
jurisdictional and regulated/non-regulated allocations?

Setting Final North Dakota electric rates in 2009 with an
amortization expense that concludes in 2012 will result in unfair
and unreasonable electric rates if OTP does not file a rate
proceeding to change rates by 2013.

Q. Mr. Schedin, please summarize the LIG position on FAS 106 Transition cost

Irecovery.

A. LIG recommends that OTP not be allowed to recovery any FAS 106 Transition
costs until it funds their Other Postretirement Benefit Obligations for all its regulated
operations. Full funding provides the following protections:

e Protects ratepayers from paying twice.

e It protects ratepayers from paying for a transition obligation that benefits other
jurisdiction where this cost has been disallowed.

e It improves the financial strength of OTP by eliminating a significant unfunded
liability that ratepayers have been fundiﬁg.

o Improved financial strength will help reduce OTP’s cost of capital for utility

operations

e Protects OTP employees

VIII. CLASS COST OF SERVICE STUDY (CCOSS).

A. Base (Unadjusted) CCOSS Results.

STPL-Word:139289.1
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0. Did OTP conduct a CCOSS as part of this proceeding?

A. Yes. In order to determine the revenue deficiency allocated to each class of
service, OTP conducted a fully allocated CCOSS using the Equivalent Peaker (“EP”)
method, the same methodology as applied in MN. Witness Beithon presented the results
of this study on page 60 of his direct testimony.

0. What revenue deficiency does the base CCOSS show for the LGS and Residential
Rate Classes?

A. The base CCOSS shows that the General Service Class should receive a 6.59
percent revenue decrease while the Residential class should receive a 16.28 percent
increase.

B. Adjusted CCOSS Results

0. Did OTP strictly adhere to its base CCOSS in making its recommended revenue
deficiency calculations?

A. No. Using ambiguous criteria such as rate continuity and rate shock, OTP
modified results of its base CCOSS.

0. What major changes resulted from OTP’s adjustments?
A. The comparison set forth by LIG Table 2 (see below) taken from selected data
presented by Witness Beithon on pages 60 and 61 of his direct testimony shows a major

shift from OTP’s base CCOSS results.

Table 2. Comparison of Base (Undjusted) and Adjusted CCOSS Results

Unadjusted Rev (%) |Adjusted Revenue (%)
CLASS Deficiency % Deficiency %
Residential 16.28% 7.50%
Farms 21.17% 7.50%
General Service -7.95% 0.95%
Large General Service -6.59% 1.00%
Irrigation 74.69% 10.00%
Lighting 41.70% 25.00%
OPA 28.77% 14.00%
Controlled Ser. Water Htg 54.30% 10.00%
Controlled Service Interr. 60.51% 35.00%
Controlled Serv. Deferred 21.40% 11.00%
Weighted Average 5.14% 5.14%

Table 2 shows that OTP has turned a deserved 6.59 percent rate decrease for the Large
C&I class into a 1.00 percent rate increase on the arbitrary bases of rate continuity and
rate shock avoidance. This represents a shift of $2.75 million to the Large General
Service, which is entirely unreasonable.
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0. What is your recommendation?

A. I recommend that OTP be ordered to base its revenue deficiency by rate class on
the base (unadjusted) CCOSS results. In this case there will not be rate shock regardless
of whether costs are shifted or not and ratepayers should pay the costs they shift onto the
system.

0. Do you have any other concerns regarding OTP’s CCOSS?

A Energy costs are over allocated to high load factor customer classes OTP’s energy
costs are allocated to classes without considering time of use. This is problematic
because OTP’s energy costs actually vary by time of use. Figure 6 shows the price
duration curve for OTP’s Day Ahead Locational Marginal Prices (“LMP”) for its load
zone for 2007. The OTP day ahead LMPs are used as a proxy for OTP’s internal
marginal energy costs. OTP’s internal marginal energy costs should show a similar
relationship since these costs are used to submit offers in the MISO market and form the
basis of the OTP LMPs. As a result of ignoring time of use, costs are over recovered
from high load factor classes. Data provided in OTP’s Response to LIG IR No. 54
(attached hereto as LIG Exhibit (LLS-15)) indicates that the LGS Class has the
highest monthly load factors compared to any other class.

Figure 6: Price Duration Curve & Average
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0. Is OTP familiar with the E-8760 allocator?

A. Yes. I asked OTP if it was applying the E-8760 method and if not to explain
reasons why. The response was that OTP is not currently applying this method but was
planning to investigate the implementation of the E8760 allocator before it files its next
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Minnesota rate case (See OTP’s response to LIG IR No. 28, attached hereto as LIG
Exhibit ___ (LLS-16)).

0. What data inputs are needed to develop an E-8760 allocator?

A. Hourly load profiles of each of the customer classes and OTP system as well as
OTP’s hourly marginal energy costs.

0. Do you know if OTP has hourly load profiles for all customer classes?

A. I am not certain that OTP has hourly load profiles for all customer classes but I
am sure that it has such data for the LGS class. It is possible that OTP may have
representative hourly profiles for all other classes.

0. In the absence of availability of hourly data for all classes, what do you
recommend?

A. In the absence of availability of hourly data for all classes, I recommend that OTP
use known hourly data and apply the E8760 for these classes and use the existing energy
sales plus loss method for classes without such data. This approach could be used until
OTP has the information necessary to conduct the E8760 for all classes.

IX. GENERAL RULES AND REGULATIONS
0. What are your concerns regarding OTP’s General Rules and Regulations?
A. I could not locate a markup set of OTP’s General Rules and Regulations showing
the extensive set of OTP’s changes. I therefore worked with the unmarked, entirely new
set of General Rules and Regulations included in Volume 3, Tariffs.

0. What were your initial observations?

A, I noted that OTP included some of the modifications that had been settled in
OTP’s recent Minnesota case.

A.  Service Agreement Terms.
0. Please provide an example.
A. I have been concerned regarding a customer’s options to change electric rates if a

more suitable option exists as well as the contract term once the customer has transferred
to an alternate rate as discussed in Section 1.02 entitled Application for Service to which
OTP has referred in its Response to LIG IR No. 47, which is attached hereto as LIG
Exhibit ___ (LLS-17). This section states the following:
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“A Customer may take service pursuant to any Commission-approved
rate(s) for which the Customer qualifies. The customer making
application for service must be of legal age (18). The Customer is required
to take service under the selected rate(s) for a minimum of one (1) year,
unless the Customer desires to change its service to any rate offering that
is newly approved within the one-year period and for which the Customer
qualifies. If a Customer changes its service to a different rate, the
Customer shall not be permitted to change back to the originally
applicable rate for a period of one (1) year. A Customer shall provide the
Company at least 45 days prior notice in the event of any requested

change.”
0. Are there any further changes you are recommending to the foregoing?
A. Although I am pleased to note improvements from OTP’s earlier version, I am

concerned with the condition that the rate to which the customer wishes to transfer must

_ have been newly approved by the Commission within a one-year period. I recommend

that this one-year provision be removed on the basis that a customer’s usage profile may
change at any time, and the customer should not be blocked from a lower cost rate option
however long the rate has been in effect. I also recommend that a customer not be
blocked for a whole year from returning to an original rate on the basis that the
customer’s usage may have changed (possibly from an economic downturn or business
position) and that this condition be removed as well. Many times a move from one rate
to another is done with the expectation of savings when working through the options with
Otter Tail, especially when dealing with the complex rates offered by Otter Tail this
requirement is appropriate.

B. Combined Metering.

0. What does OTP’s General Rules and Regulations state regarding combined
metering?

A. OTP’s proposed General Rules and Regulations stage the following with respect
to combined metering:

“SEC 4.14 COMBINED METERING: Combined Metering is defined as the
addition of multiple service or metering points so that the energy and demand is
registered on one meter. This results in coincident demand for these loads, thus
treating it as one larger load for billing one rate. To qualify for Combined
Metering a Customer must be served at a premises consisting of contiguous
property with the same occupant and each service entrance to be combined must
have a minimum entrance rating of 750 kVa (750 kVa entrance at various
voltages which is equivalent to: 900 amps @ 277/480; 1800 amps @ 120/240
delta; 2100 amps @ 120/208 wye). Combined Metering can be accomplished
with hardware or software totalizers or by installing primary metering. The
Company will, in its sole discretion, reasonably determine whether to use primary
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metering or totalizing for any particular Customer that qualifies for Combined

Metering.”
Q. What is your concern regarding the foregoing conditions?
A. My concern is with the minimum service entrance size which I recommend

should be eliminated. OTP has not provided a satisfactory reason for this minimum size,
and metering technology has advanced to the point where totalizing signals from a group
of meters should not have a service size threshold.

C. Availability of Forecasts

0. What new rule do you recommend that should be added related to FCA?

A. I recommend that the General Rules and Regulations state that upon signing a
confidentiality agreement, a customer must be provided with a FCA forecast along with
backup details consistent with the settlement Agreement in ND Case No. PU-05-131 and
with OTP’s response to LIG IR No. 64, which is attached hereto as LIG Exhibit __
(LLS-18).

0. What new rule do you recommend with respect to other forecasts?
A. I recommend that the General Rules and Regulations state that upon signing a
confidentiality agreement, a customer must be provided with a forecast for all riders as

they are an increasing component of ratepayer bills and are important to understand for
budgeting purposes.

0. Does this conclude your testimony?

A. Yes.
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LIG Exhibit __ (LLS-1)

Resume of Larry L. Schedin PE

Firm Name: LLS Resources, LLC

Address: 12 South 6™ Street, Suite 1137 Title: Owner
Minneapolis, MN 55402
Phone: (612) 343-8188 Total Professional Experience: 44 years
Education:

Masters Degree in Engineering Management - Massachusetts Institute of Technology,
Alfred P. Sloan Fellow, Massachusetts Institute of Technology

Bachelor of Electrical Engineering - The University of Minnesota

Graduate Study in Electrical Engineering — The University of Minnesota

Professional registrations and licenses:
Registered Professional Engineer, State of Minnesota - current
Lifetime Member of the Institute of Electrical and Electronics Engineers Inc.

Awards, publications, etc:

Currently publishes and edits Minnesota Chamber of Commerce Quarterly Energy
Bulletin for Chamber members

Published and edited “Energy Bulletin” a monthly energy news update for large energy
users in the Chicago area, 1985 - 2000

VIII World Energy Conference Paper: “Integration of Energy Resources in the North
Central United States and Manitoba, Canada for the Production of Electrical Energy.”
Presented in Bucharest, Romania, 1971

Massachusetts Institute of Technology Thesis: “Strategic Planning in the Utility
Industry,” 1976 '

Laventhol & Horwatch Perspective, Spring/Summer 1980, “Energy Management: An
Accounting Approach to Cutting Costs.” Co-authored with Miles H. Locketz and
Richard M. Sherman

Previous Employment:
Larry L. Schedin started his own energy consulting business, Schedin & Associates Inc.
in 1980 after 18 years with Northemn States Power Company, a large electric and gas
utility company serving over two million people in a four-state service area. His utility
experience included a variety of management positions such as;

Director of Corporate Planning (1976-78)

General Manager of Rates (1971-75)

Manager of Power Supply Coordination (1970-71)

System Planning Engineer and other engineering positions (1961-70)

In 1998, Alliant Energy of Madison, Wisconsin purchased Schedin & Associates Inc. and
operated the business as part of their non-regulated consulting business subsidiary named
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Alliant Energy Integrated Services, LLC. Mr. Schedin continued to manage the
Minneapolis office for Alliant Energy until early 2004. In March, 2004 Mr. Schedin
began a new business named LLS Resources, LLC where he continues to serve a broad
range of commercial, industrial, institutional and utility clients.

Brief Summary of Relevant Experience, including Special Achievements:

Mr. Schedin has taken an active role developing strategic energy plans, and advising
industrial, utility, commercial and institutional clients as a technical consultant and an
expert rate witness. His current emphases include wind and other alternative energy
development along with negotiation of energy purchase and sales agreements. His clients
include large corporations such as General Mills, Inc., American Crystal Sugar Company,
CITGO Petroleum, Coca-Cola, the Minnesota Chamber of Commerce, the University of
Minnesota and others. He also serves as an expert witness in utility regulatory
proceedings both at the federal and state levels. Besides starting several businesses, Mr.
Schedin’s achievements include:

« Introduced the concept of off-site renewable distributed generation in Minnesota
to encourage customer ownership of wind farms and other forms of renewable
generation in Minnesota, 2007.

« In cooperation with Caterpillar, CITGO Refining, General Mills Inc., Mobil Oil
Refinery and others, Mr. Schedin helped form the Illinois Industrial and
Institutional Customers for Electrical Restructuring (I'CER) Group to help draft
the Illinois electric restructuring law, 1996 & 1997.

« In 1985, Mr. Schedin assisted a nucleus group of industrial customers to organize
the Chicago Area Energy Users (CAEU) group with the purpose of improving
the rates and policies of Northern Illinois Gas Company, Peoples Gas Light &
Coke Company, North Shore Gas Company and Commonwealth Edison
Company. Throughout the 1980’s and 1990’s this group helped to develop the
new guidelines for delivering deregulated natural gas to the Chicago area. Mr.
Schedin has continued to act as technical support advisor, counselor, organizer,
administrator and energy expert for groups of customers who come together with
a common need to understand the changing energy environment.

o Selected as technical advisor to The Minnesota Energy Consumers (MEC)
Group, Minnesota’s largest energy users in 1998.

» Testified before U.S. Congress House of Representatives.

« Testified before the Atomic Energy Commission (AEC), now the Nuclear
Regulatory Commission (NRC).

« Testified before many state agencies regarding gas and electric utility rates, all on
behalf of large energy users.

A detailed description of Mr. Schedin’s expert witness and expert opinion experience is available
upon request in a separate document.
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LIG Exhibit __ (LLS-3)

Information Request No. ND LIG-039
Page 1 of 1

Otter Tail Corpofation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: Large Industrial User Group
Analyst: Larry Schedin

Date of Request: 1/22/2009

Date Received: 1/22/2009

Date Due: 2/20/2009

Information Request No. ND LIG-039

Regarding the discussion on non-asset based wholesale margins on pages 3 and 4 of

witness Prazak's testimony, what criteria was used to suggest that 15% of such margins
be shared?

Reference Witness B'éltﬁbn’évvtesvtir‘r:ibvhy p'agés
The first criterion is the incremental costs of this activity are less than 15 percent.
The second criterion is a comparison to Xcel. Fifteen percent for OTP North Dakota

($293,667) is greater than 100% of Xcel North Dakota’s non-asset based margins used in
its most recent North Dakota general rate case ($260,000).

Responding Witness: David G. Prazak

Title: Supervisor, Pricing
Department: Regulatory Services
Telephone: (218) 739-8595

Date of Response: 2/13/2009



LIG Exhibit ___(LLS-4)

Information Request No. LIG-013
Page 1 of 1

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: Large Industrial User Group
Analyst: Larry Schedin

Date of Request: 1/19/2009

Date Received: 1/19/2009

Date Due: 2/18/2009

Information Request No. ND LIG-013 _

Does OTP have a mandatory RPS standard in North Dakota? If not, how does OTP plan
to pass100% of the gains from the sale of renewable energy certificates associated with
the renewable resource attribute of the Langdon and Ashtabula wind farms?

OTP does not have a mandatory RPS in North Dakota. OTP does have a 10 percent
Renewable Energy Objective (REQ) beginning in 2015 in North Dakota.

At this time OTP has not sold any Renewable Energy Credits (RECs). In the event that
RECs are sold, North Dakota customers will be credited with their allocated share of that
revenue in the Renewable Resource Rider. In order to comply with RPS/REO standards
in Minnesota, North Dakota and South Dakota, OTP intends to bank, or store, RECs for
future compliance when necessary.

Responding Witness: Bernadeen Brutlag

Title: Manager, Regulatory Services
Department: Regulatory Services
Telephone: (218) 739-8289

Date of Response: 2/13/2009



LIG Exhibit __ (LLS-5)

Information Request No. ND LIG-133
Page 1 of 1

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: North Dakota Large Industrial Energy Users
Analyst: Larry Schedin

Date of Request: 2/19/2009

Date Received: 2/19/2009

Date Due: 3/23/2009

Information Request No. ND LIG-133

How many REC's or attributes does OTP currently have banked? What is the value
assigned to them and how is the value assigned? Please provide data for 2008 through
2010.

As of February 23, as 359,010 active certificates held in its M-RETS
account. That number of renewable energy credits (RECs) includes all RECs created for
renewable energy generated through December 2008; however, not all of those RECs are
available to Otter Tail for its own use. Some of those RECs will be retired in the first
quarter of 2009 to comply with state renewable energy regulations for 2007 and 2008 and
to account for the wind generation used to serve Otter Tail's Tai/ Winds program. A
portion of the active certificates in Otter Tail's account belong to other generator owners
and will be transferred to those owners' M-RETS accounts or held for those owners who
do not have an M-RETS account at this time. For example, the joint owners of Big Stone
Plant own nearly 1,056 RECs for their share of the 2,290 RECs created by Big Stone
Plant's biomass generation. Likewise, the University of Minnesota - Morris owns a share
of the 5,886 RECs generated by their wind turbine for the wind generation they have used
on campus.

2

The RECs are not assigned a value.

Otter Tail has no RECs to report for future generation because certificates are only
created for reported historical generation.

Responding Witness:  Bernadeen Brutlag

Title: Manager, Regulatory Services
Department: Regulatory Services
Telephone: (218) 739-8289

Date of Response: 3/23/2009
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LIG Exhibit__ (LLS-7)

Information Request No. ND LIG-073
Page 1 of 1

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: Large Industrial User Group
Analyst: Larry Schedin

Date of Request: 1/22/2009

Date Received: 1/22/2009

Date Due: 2/20/2009

Information Request No. ND LIG-073
How is OTP proposing to pass through ancillary service wholesale margins?

RESPONSE: SR o , _ , .
OTP is not proposing a change to the way ancillary services are recovered in this case.
Ancillary services have been in the base rates of OTP previously. The Midwest
Independent System Operators ancillary services market (MISO ASM) is so new that
OTP doesn’t know the full impacts of the MISO ASM at this point. The MISO ASM was
not a known and measurable change at the time this case was filed and still is not fully
known. OTP has not requested any special treatment for the MISO ASM outside of this
case. At this point in time OTP does not anticipate any ancillary service margins net of
the increased expenses. With only a couple weeks of experience in January 2009 OTP
had a net (revenues and expenses) ASM expense of $36,563. Of course if MISO changes
the way the ASM is operated, OTP would review the appropriateness of continuing the
existing treatment for ASM and propose changes to the NDPSC as appropriate.

Responding Witness:  Pete Beithon

Title: Manager Regulatory Economics
Department: Regulatory Services
Telephone: (218) 739-8607

Date of Response: 02/20/2009



LIG Exhibit ___(LLS-8)

Information Request No. ND LIG-O?__7
Page 1 of 1

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: Large Industrial User Group
Analyst: Larry Schedin

Date of Request: 112212009

Date Received: 1/22/2009

Date Due: 2/20/2009

Information Request No. ND LIG-077

Does the current FCA include recovery of any fixed costs? If so, please provide
associated workpapers.

Responding Witness:  Pete Beithon

Title: Manager Regulatory Economics
Department: Regulatory Services
Telephone: (218) 739-8607

Date of Response: 02/20/2009



LIG Exhibit ___(LLS-9)

Information Request No. ND LIG-166
Page 1 of 1

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: North Dakota Large Industrial Energy Users
Analyst: Larry Schedin

Date of Request: 3/2/2009

Date Received: 3/2/2009

Date Due: 4/1/2009

Information Request No. ND LIG-166
Are all costs associated with the Langdon PPA 19.5 flowed through the FCA? Please
explain how the Langdon PPA costs are recovered.

RESPONSE: o » : e , '
Please refer to IR ND LIG-101. The costs charged per MWH under the PPA are included
in the costs of energy.

Responding Witness:  Pete Beithon

Title: Manager, Regulatory Economics
Department: Regulatory Services
Telephone: (218) 739-8607

Date of Response: 4/1/2009
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Information Request No. ND LIG-020

Page 2 of 2
Table 1
Langdon Wind Center Capacity Accreditation in MAPP
Month OTP Ownership (MW) OTP Purchase (MW)
March 2008 12.557 ' 7.804
April 2008 10.529 5.479
May 2008 11.478 ' 5.43
June 2008 14.451 7.836
July 2008 6.226 2.596
August 2008 7.725 4.513
September 2008 5.933 2.563
October 2008 20.096 9.805
November 2008 10.814 5.689
December 2008 21.533 8.497

The Ashtabula Wind Farm just became eligible for capacity accreditation as of
December 16, 2008. Since the accredited capacity is based on after-the-fact actual
performance analysis, Otter Tail does not yet know what the capacity credit will be. The
January numbers will not be calculated until the first week of February.

Otter Tail is considering withdrawing from MAPP, and only being part of the Midwest
Independent Transmission System Operator (MISO) Module E Resource Adequacy
Requirement. The new Module E requirements are to be in effect as of June 1, 2009.

The Business Practices Manual (BPM) is still being drafted and the proposed rules are
not yet in place. MISO did conduct a loss-of-load-probability (LOLP) reserve
requirement study in late 2008 to establish the reserve margin requirements to be in effect
as of June 2009. MISO did not study the reserve implications of variable capacity
generation such as wind on reserve margin requirements. This was omitted in order to
complete the LOLP study in time to be used for the new Module E timeline as required
by the Federal Energy Regulatory Commission (FERC). In lieu of studying the impact,
MISO has proposed to accredit wind generation at 20% of nameplate capacity for the first
year, until MISO has had time to model wind as part of the LOLP study. It must also be
noted that Otter Tail has officially notified MISO of its potential withdrawal as of the end
of 2009. That notice is the result of potential transmission cost allocations in future
years, so the potential exists that Otter Tail will not be a member of MISO either.

Responding Witness:  Pete Beithon

Title: Manager, Regulatory Economics
Department: Regulatory Services
Telephone: (218) 739-8607

Date of Response: 2/13/2009
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215 South Cascade Street

PO Box 496

Fergus Falls, Minnesota 56538-0496
218 739-8200

www.otpco.com (web site)

RECENVED

A 27 250
C Do
IO OrrERTAIL

POWER COMPANY

VIA ELECTRONIC DELIVERY

January 27, 2009 -

Mr. Darrel Nitschke

Director of Administration

North Dukota Public Service Comniission
600 E. Boulevard Ave., Dept. 408
Bismarck, ND 38505-0480

Dear Mr. Nitschke:
For the four-month period ending December 31, 2008, the rate for the Cost of Energy
Adjustment is ($.0084) per kWh. Otter Tail Power Company proposes to bill at this rate

cffecuve February 2, 2009.

The following additional information is provided:

Average costs [rom previous month's adjustment: $.024011
Average costs from current month's adjustment: $.022550
Difference — (Increase) Decrease: $ .001461

The net cffect of this fuel adjustment is to increase the rate by $.0015. The total resulting
adjustment for the current billing period will then be ($.0084) per kWh,

Information supporting the adjustment is enclosed. The costs reported in the supporting
detail are based on the provisions of the Cost of Energy Adjustment Clause rate schedule
approved by the Commission on May 2. 1983, in Case No. 10,334. Effective with
interim rates in Case No. PU-08-862, the base cost of energy is $0.030945. Additionally,
Midwest ISO Day 2 costs are accounted for as authorized by the Commission’s Order in
Case No. PU-05-131 issued on August 8, 2007. A detailed schedule of the items
included in the calculation is enclosed.

1 PU-09-41 Filed: 1/27/2009  Pages:8
February 2009 Fuel Cost Adjustment

An Equal Opportunity Employer Otter Tail Corporation



Mr. Darrel Nitschke
January 27, 2009
Page Two

Otter Tail Power Company submits seven (7) copies each of the following:

1)

3)

4)

5)

0)

Calculation of the February 2009 Cost ot Energy Adjustment Clause based on the
four-month period ending December 2008.

Monthly Detail of MISO Day 2 Charges by Charge Type for ND FCA marked as
Attachment A.

Monthly MISO Day 2 Charges for ND Fuel Clause Adjustment marked as
Attachment B.

Monthly MISO Day 2 Charges for ND Non-Fuel Clause Adjustment marked as
Attachment C.

Detail of MISO Day 2 Charges by Charge Group for Current Month marked as
Attachment D.

Otter Tail Power Company’s Plant Conditions for November and December 2008
marked as Attachment E.

Also enclosed this month is our $600.00 check for the 2009 Cost of Energy Adjustment
filing fees.

Sincerely,

Jil .UB jorgu I WW

Regulatory Transactions Specialist
Regulatory Services

Enclosures

cc: NDPSC - electronic copy




NORTH DAKOTA
OTTER TAIL POWER COMPANY
COST OF ENERGY ADJUSTMENT
FOR BILLING TO BE EFFECTIVE FEBRUARY 2, 2009

EFFECTIVE 2/02/09

CYCLE 't
RATE LEVEL 44

2008 2008 2008 2008 Total
ENERGY COSTS September October November December This Period
Purchased Power $ 7192854 $ 6,713,728 $ 5,489,258 $ 3,292,580 $ 22,688,420
Steam Plant Generation $ 4.854.401 § 5.550.936 $ 5.514,464 % 6,430,892 $ 22,350,793
Other Plant Generation $ 208.752 ¢ 84368 % 225,056 $ 679,741 $ 1,197,917
Hydro Plant Generation $ - 3 - 8 - % - 8 -
Coyote Coal Conv. Tax 3 25074 ¢ 25910 % 25,074 $ 25910 §% 101.968
Less: Intersystem Sales $ (6,525421) $ (5.686,342) $  (4,026,646) $  (1,692,955) $ (17.931,364)
Net Retail MISO Day 2 $ 1,743,137 % 1,444,492 3 2,422,938 $ 4,460,553 $ 10,071,121
NET ENERGY COSTS $ 7,498,797 § 8,133,093 % 9,650,145 $ 13,196820 § 38,478,854
Prior {over) under recovery $ (9,093,291)
Adjusted Net Energy Costs $ 29,385,564
ASSOCIATED ENERGY -- KWH
Net Generation - Steam 251,996.063 294,213,869 298,059.068 341,828,814  1,186,097,814
Other Plant IC Generation 2,918,587 583,731 2,992,163 8,461,388 14,955,869
Hydro Plant Generation 1,392,796 1.573.365 2,144,989 2,049,120 7,160,270
Wind 8,957.082 15,609,405 12,083,639 32,132,456 68,782,582
Purchased Power 407,517,793 276,064,801 261,152,876 102,961,282 1,047,696,752
Total Energy 672,782,321 588,045,171 576,432,735 487,433,060  2,324,693,287
Less Intersystem Sales (426,333,192) (290,941,425) (250,536,563) (102,232,403) (1,070,043,583)
Net Retail MISO Day 2 48,031,055 34,054,110 53,984,883 90,136,569 226,206,617
Net Energy - KWHs 294,480,184 331,157,856 379,881,055 475,337,226  1,480,856,321
Energy Adjusted to Retail Sales (Net Energy X (1.00 -.12)) ' 1,303,153,562
Delivered Cost per kWh $ 0.022550
Base Cost per kWh $ 0.030945
Energy Cost Adjustment -- Per kWh $ (0.0084)
TRUE UP FOR DECEMBER
1) Net Energy (kWhs) Less 12% Losses 418,296,759
2) NetEnergy Costs for the System -- Most recent month $ 13,196,820
3) Base Cost Recovered (1 X Base Cost of Fuel) $ 12,944,193
4) Net to be Recovered from COE (2 - 3) $ 252,627
5) COE Recovery Rate Effective for December $ 0.0105
6) Amount Recovered by COE (5X 1) $ 4,392,116
7) Qver/ (Under) Recovery (4 - 6) $ 4,139,489

8) Cumulative Over / (Under) Recovery $ 9,093,291



65'255'09%'y

(59'v59'21L0'2) $ s 65°25S'09v'y $ 9r'£E5'ZeST S ANIWLSNFOV ADHINI 40 LSOO AN HO3 V101
- $ (25'5€9'v2) $ (25°SEQ"p2) s - $ (8L pue ‘gl ‘L SauI) L1 B 91 3NPAYIS SS9
(59'pS9'210'2) $ 11'881'GEC'Yy S $_11°881'ce5'y $ Op'E£s'zes's $ SIDYVHO Z AVO OSIW TV.LOL
(SE'P6L'YSE) $ L1°016'68Z $ $ L1'0L6'68Z $ (83°482'p9) $ TV.LOL SIDHVHI ADYINT
lzz'8L6'62) S $ (22'826'62) S L PG5S 15107291 'WyY H1J 34
€£°859'€0€ 3 $ €L859'€0€ s 6£'565 NXL HYY HYY Yid 6€
(v6'985°'961) $ $ (v6'985°961) 3 8£'555 NXL Y13 48V Y14 8€
paLLYZ $ $ v9uYe 3 LE'55S Wy uolEIASQ PRIONNSUILA 1Y 1€ 92
(€9°vvE6) S $ (€9°vvE'6) H 0E'SSS Wy Wk d ayMm axe asiueieny Aou [ 52
LE010'95 $ $ LE010'9S $ 62'555 Wy uonnguisig ssed Isn4 aaueseng fou 62 v
9L'v08'EL $ $ 9.b08'EL $ 82'565 wy ydn Ameanan anuasey 1y 82 €2
9EvEL'Y $ $ 9EvEL'Y S 12685 Wy 1UaLBADPEUT 1N LY £z 12
(86°€vs' L) $ $ (86'€v5L) S $2'555 Wy 9SIy 1Y sz 0z
(61'228'e82) $ $ (61'228'€82) $ ¥2'555 Wy $3SS07 Jo uoNNquIsIg LY ve 4!
- $ 5 - 3 E2'SSS VHOO Lo 81BgaY SSO7 L %4 84
- S s - $ 22555 VY90D Lo djegay uolsabuo) |y 44 Al
- $ $ - $ 12555 Wy $507 184 1y 1z 9t
- $ g - $ 02'555 Wy uoisabuod 184 Ly 4 Sl
S6'VES'Y $ $ SBES'Y S 81'65S Wy Uwipy MW 1y 8l 6t
- $ $ - $ L1555 jwy vonesony Aes Y14 L ze
01282 $ $ ov282 $ 91655 twy uoyoesue.) Ao g1 4 g1 e
(ev'v88°1) 3 $ {evpss ) 3 S1°655 Wy UOUBD0|IY AILIWOW H 4 St 0g
(5£'929'002) $ $ (s€°929'002) $ ¥L'GSS iy LoNBIvY AUNOH g4 I 8z
99'050'9 $ $ 99'050'9 $ €1°658 Wy UlPY BIW Y14 £l 62
(29'996'01} $ $ {(z9'996'0t) $ 117685 Wy lwid aloum axep aslueseng ASUBIONINS anusAay vQ 14 L
0£'200'8 S $ 0E£L00'8 S 01655 Iy uoINQuIsIq aaluesens) ASUBIDIYNG aNU3ASY v o1 oL
(62'596'L6V) $ $ (62'596'L6Y) $ 80'SSS ¥49 8 Loudp uo ajegay $8s507 vQ 8 6
1000V ¥4 $ $ 1000V L $ L0685 ¥39 § Loido uo alegay uonsabuo) vg I 8
- S $ - s 90'555 YOO UO dleqay 585507 ¥Q 9 L
. $ $ - $ $0°65S YOO uo sleaay uoisabuo) yg S 9
01°898'000' % $ 01'898°000°L $ 0’565 Ity $507 183 vQ v 3
(20'Sv2ve) 3 $ (L0°5ve'vL) S £0°556 Wy voisabuoy g4 vo € 4
L6'6Y0'r9 H $ L6'6Y0'P9 3 10'S55 Wy uwwpy MW va L 4
(0" 09v'859't) $ veLT'SYeY s $ vELTSYTY S b9'218'985'C $ TVLOL SIOYVHO ADHINT
. $ s - $ 2€'655 twy ABiau3 [enbiA Ly ze i
L2'Ivp'se $ $ 2Ipv'se $ 92'555 lwy ABiau3 18ssy-uoN 1Y 92 44
11'986'69 $ $ 11'986'69 $ 61°G55 lwy ABiau3assy 1y 61 £l
- $ $ - $ 21656 lwy ABrau3 enIA va 21 2l
01225166 $ $ {012.5'16€) $ 60°'SSS lwy ABJau3 195Se-UON VQ 6 S
99'22r' 1E5'y $ $ 99220'1ESY $ 20'656 Wy ABiau3 19ssy yQ 2 i
[ | 1210 1 13Y10 I Nelay 1 elol I JEET] uondussag adk] sbieyd goaur ‘ON 20Q
[___vodwoN i vod f

swaunsnipe Aue sepnpul ,gooz laquadag
VOd N 404 adAy abieyd Aq sebiey z Aeg OSIN jo IR Aiuow

Auediwoy samod jie ) JaNQ

21718Nd -V LINSWHDV.LLY

pasiox3 usag Sey eleq 124995 apel ) - Juswnood dKgng

1€ 6002:22:1




€9°8SL'9L8'PE § 65TSSOIN'Y $ 90'SCEIINZ S GPTEYVIYL S BUUEIEVL'L § 19TLEONL S VEASBI9 § TH29'GL5) § LMIZIISL § 8SCEL6S S VZECE'OLS'L § BCOLE'IBI'S § 96°9%G'ICY § ANIWLSNIQY ADEIANT 40 1S0D NW 403 V101
(59 F1A'90L)  § (ZSGEY RS S (yC'EBI0YI 3 9L°00UIS) 3 (bELCI'9Y)  § 122i8e'@yl  § 1E9v63'EN) S (SB'266'55) S (BVROBEY)  $ (LS9E'ES) S (748500650 $ (6EwsKE)  § {STELCS § (g1 puE ‘gl ‘4 50UNT) £1 V¥ 91 B1PaYIS 5557
15526°€85°62 S IIAAVGES Y § 09°909°C8FZ § SIZEFLOSY S EAWLE\GIL S BEESZSBL § LP{OFA9Y 3 66991E01 § GHOL6F0Z S 60095159 § 9688659t § {LVOEBIZS § LZOPLVIFP § asned jang - D Z AVO OSIA V101
(0z'06s°9g9’s) § (8T's9s'szy) § (2zlev'oiw) $ {e9'ovs'ee) 8 (60'ste’ses) $ (08182'sze't) § (068vo'Trr) S (05°9v0'0Z) $ (B26EC'Z0Z) § (0L'1%8'788) S (vScDO'069) § (Z9°6LB0P9) § (v2912255) § V101
E g - s - s I R s - 3 - g - s 3 s - 3 - S VDOD voareasy 55¢ W €€ (D
s - s s - 5 - s s - s - H s 3 s - s - $  2zsss V90D uo oleqay unisebus) 1y 22 0@
ISLSEL1S0'S] S I62'S9EUGE S (PB'ELST2E: S IBGLLR'SHZ S (pZ'R99S9TI S (LSTL0BOTY) S (ESZZZEOS S (8B FOS'28T) S (G6'r80'1220 S IvObdvErS! § lch 9v9'ESer § (B6'CSTE29) § (SUS60°CISI §  BOGSS ¥49 B UoISO UG aIegely 535507 V() L] 6
ISUSSE9EE I S 10000vL 5 (SZLMESEY S (SORIETEA)  § IGHOSSESZI S {ETOBPOPLIS LEOIAEEl S 95SvB: S LIGKLEL S 199UEFENI S f21GSEOEN S bESESIL) S leVORIOY 8 20'656 V49 g uondo o aieqey vousafuog yg ¢ 8
3 s - s : 3 - s - 3 s - s N 3 s - S 9095 Y00 Uo egal $3500 VO e 2
s s S 3 - s - s - 3 s - s - ¢ s s - S 50655 YOO U0 sieqay uoisative) y& 5 9
sadA} abieyd palayiejpuesyy
£1°895'LS s (8e'1ee) EET s (251E11) § 0086’9 $ (655p0'Z1) & S2'Si09 $ ZZ10Z'0F S EEI9E'Y $ vizig'se s iestiee  § (og'ose'zi) s (osmvs'el)  § viol
ZIEGe Ft 3 ] B BEED T GUE0lL EGERE $ 10v67 S ZrOvES S (698692]  § e¢6S01€ BENES S £96 § fowses1] 3 166585 WY UOHRIASE peianmsuun 18 1€ (3
SA'219°09 § IEVELD s S BIELS) 3 90'696'+ S 188 rOL $ B8 S 152902 § 1ratry S 2Z9N9ZE S ORSOUZE 5 99wAN)  § lgIeniIY §  22'G6S WY WBMIAPEU BN 1Y /2 12
067201} S (86€vs'd) 5 {5§'SZ2°L) S {pLi000" § t1zseLzh S 199°i86tl  § (€9°'9IE) $ €0'190'8 5 I6E'9SE) s - S 500 S rEse s lorgiz) S S2555 Wy oSy §Z 0z
! s3bieqd ;o
23/2b'688  § O/WOR'EL $ GOIPI'EZ  $ 0C'989'69 5 BT6ZL'WY  $ POROO'ES  § BISISES  § BS9/1BEL S O69LLBE  § 9609529 8 OL2EZ'9L  § IVESCEC!  § SYGevadl § viol
C812r698  § 9IWOBEL S GOLVIEZ 5 OE9RYBI S BEGZLVP S FOEO0EY S 8152585 § HGOIUBLE § O6SCZUE S O6€98Z8 5 OLCECSI  § (reSTELY  § Ovsersol §  BEEES WOy TGN AENNaN SnuoAey 14 8¢ €
e anudady
2G'ELI'S09  § TVSOLEY  $ 9LUGENE S ObbOB'L § £6'801°0s  $ (68%6Z.'6)  $ OSEVI'Oy  $ S.69609 § OI'CESSE S GUELILIL  § GL948'50)  § 9L990I0L  $ 6LOEILS  $ V101
20 160 (D) S (Covpe 6l § @CICLTl 8 16e8ECtal  § '80/628) S (v1£808E) S 18008917 § 1926662 § 165121 s - 5 3 - s - § 0£S5s WY IGA] 20U BYE SEINEIERD ASUBIBIINS 6nueAsY 5 0% Sz
9v6rSZ08 S L£01095 S 29MEeZ S 2yOELi2 S pEBEZYZ 3 PRIV § ZE'P0ZYE S BESINIS S BZBZLOE S BEUBMZIL S €61ZpE6 S OGSEVEL S IUBEYPL  §  6ZSSS 10 S50 1Sil3 o Aouer anuanad jH 62 4
40'61) s f2e'9sE0l} S - s - 35062028 § LE9n S 1918861 s ooiga s - s lovos) S BFPEDT 5 (62'2vR) s - S 118SS Wy wAg 3JOuAY 2Weyy B3jUBIEND ADUBIDNING BnUBAIY VO 1 t
TR L1604 S DEL008 S TwLY S ELZI0t S i5MEE S 8v000't $ eTies S 1T6OSTL S ZvSEED S eSS S ITEBPPl 3 692/0CZ S B9BrI9L 3 01555 1wy LoINguIs] 9alueIeND AUaDyng BAUBASY VG 0L £l
] SiUoWRE DloUM S4EW ¥ OSH
99°'pvs'iz8  § (BI0BE'SEL) § VELIELE  $ L9'EBE'EL 5 89°9932pT  $ GLTIS'ESK'l $ [91°525°G6) S (L298v'Ssk) § (L2/29'999) S EI'EL9Zr S SPEIESZ S 66SSVLZ  § omizesl 8 V1oL
(2510270121 § 12286680 § 'ZIeoiser | § 18l rercdl S5 1066182 § (SC09108)  § 1[Z108%8E) W€r6lL et § - s - 3 3 - R § 1vEsS 1SIQ 2915 Hav Wil i
92:086F  § ELBSYEOE  § OYZLMEE S 09¢:irhi 3 OFEIVEE S EFENSZ  § 16PELSZ 5 i6pELSE S - s - s - s s - S BESSS NXLTWBY HevY 13 6E
(SPazZ'0GE)  $ (PE'OBS96L) § (BLZLVEE!  § 191 LiFAL) 3 1BUZIEGE] S (MOSELSZ) S LIOGELGZ) S ftosELsR) S - s - s N s - S 8ESSS (DTN TER L TE R
PE'RGE'T s ov2ez s DoBbYL $ 186'8BE: s e2wl S (9v'2ED) S 00'SE0P s szat s 2188 - $ €622 3 fizesu s - s 91'sss 1oy uondesvesl AlWLOK HIY 9L s
WKL B s s s - s - s - s - $ tgeESO'Lse) § Blvdsw s - s - s - §  11sss Wy UonEooNY APCIAYLY L 2
(96" 676t} S €vvas  § (scEEw S tpp gt S r2wRCL S DUERITY S LMISR § <o s 8Lee) $ t2e o 5 IE5 202 S IE61P6) $ (SUSLrFl)  § §1°GSS wy uonedoly AUON YIS Gt or
(13910722} § (5E'929°002) § EPELOVE S BN § arues 3 BL'96E'6E S i6U6/106) 3 f010sweel  § iZzva) $ (28°0v0! 3 120591'5° S @510t S (Seused)  § r1Sss WY UOIEDCIY AUNOH H1 3 D 7
- s - s - s - s - s - s - s - H s - s s - s - $  o2sss wy vonsebuod 18I 16 1€ 51
6 tOVEET'L S LOSKZya) S 230r9UF S SRUCETE S STLIBBGZ S L9B00'EOVL S EVGRREE  § 132'918'8Z1  § (SSEGL'EY) S OLOREPY S ZU2L9'0E S 920BELI S 690820V  §  E£O'SSS 1wy uousabuod 184 vQ < 4
SH14 ¥ isabuop
BO'6LE'902  § ZE'SEOPL S PSE99'09 ¢ DL°00DAS  § PELEL'BY  $ JZ1EEBY  § cOv6R'6h S SBus6S5 & GvEOSEY S LG9L8TE  § bISSOSG  § 6LUEMLe  § STELL9 & 10l R
01°0856F $ 990508 § ocectE H § FCeL8S S 882555 $ 19vzL S 602025 $ vEESPE § 6502 ¢ § Sge0ee S g8 een 5 5508L¢T § €155 WY UWPY BN 813 €1 62
08 yoL'SP S SEPESY S Ev99g'y s S £82207Z S 519662 S ersag s zopur S E9ELE $ 6UEESY S CrENor S vLLSSS S EEPra'E $  8LSsS oy swpy INIH 94 61
8.7ZSI19 S IEBYOP9 § 18ELSRS S S L1220 5 QIZEEOr  § 6SROFER S PSOSLOP S ASAMUE S EIORLOY S IpS08Ur 5 EEEIEL8 S [E096'6S 5 10'68S Wy Uwey Y va L *
. 1) % 91 92INpaydg
V6 L0B'E s - s - s {c00) S l6108°C s - s - s - s - s - s - s - s - s W10L
190 9v19¢) s - S S (€00 S (€09pL 9L § - 5 - 5 - IR 5 . 3 - R § - §  eesss Wiy AGieug ety 1y 2E 1z
U0 37668 s - s - s - S O00RPEBE 5 - s - R s - s - H S s - S 2185 Wy ABiou3Erua vg 2y 2
[ AbBJau3 enula
2BZLEUBE'GZ S SH'BIE'Z96'Y § €61851'829'Z § 1b'066'249') S T9'0Z1'056°) § 95'299'LL0°t § ZE'96L'BS0°L § v.Z9G'99LL § 25902956 $ 96'226'4Z6 S 1L'6SC 1207 S POOZI'GES'S § 9L ILZSELY § 101
TU00Z'128 S [eIPFSE S 09096L § 886566 S ZH9EES S SvElet S 8areLl S 9920102  § 50569 § 1I5Sp5t  § 9986vLe 5 GLSSL6 S leIvegel 5 925s% WUy ABI6UT 1#55y-UON 15 92 2
s - s s - s s - s s - s s - s - s - s - S 1285 1wy $507 183 1Y |t4 91
105 1197269 ) § (61°¢20'E8T) § (2C09C'B6) S 1ETUAFEY 5 I65°SSHZL) S USLIUIE) S UFIELDY S (OUTCCPE S (LZU2OBY) € LILOLLLS) S 169'619°202) S {viS0908E) § (2ral6iZe) S £26ss Wy $BSSOT joLONNQUISIC L ¥2 vl
icE 5AR'G00°0) S I'9BEEI 5 0L2:00¥8 S 99211A29 S S6'FRLG0LL 5 IGEERRTIYZ) S 1BSESLMELI S LILBSMESS) S BETLVEZE'N S (£5221'901°2 § 10029960220 § (GEGRI20OLI S (BZLOLILEN S 6U'SSS huy ABloug 1035y 1Y 61 €l
(63'099°550°¢) 5 101'2LGIGE]  § (SEOSE'ETEE' S (15'8267EnG) § !BOPCE'SIYN S ISUERI'GZE) § 19V0ZPEEE) S IG:ERTI0BN § (0G'FICOZL) S L4 O6L2LL) S SZ'O9pbe®)  § (900SCBL S (ZSUTTVOL S 0G5S 1wy ABiau3 1esse-uoN va 6 s
62YSSSSI0L 5 0U'BIB'OD0'L S 196LGESY S 66 PGPS S ASURZPES S 99PGE'SYS § LOTS2LZZR S ERTL069S S 6S:LESYE S 662BNGOL S BSLBPSZE) § LZ/BOGITL S SEESO6Z0N §  $0'SSS oy $507 183 v v €
69'i2£°¢98°EC S 99°2ZVIEG'Y S 61UETBIY1 S E9'BE02L0'L S GO'BITEFD'L S OYPOVSEYL § CELYVEZYL 3 \FL0BI2EZ S GLBCLOIOZT S ILHBOOSLT § BEIVLOORE § /ZE29ESP'D § BLPEEIETY §  20°SSS twy ABiau3 1955y ¥Q 2 !
| £607 3 ABJaug 1asSy UON 7 1955V AULILL |eay ¥ PEBYY Azg
3IVQOL HV3A  ©38W3D30  BIBWIAON 4380130 FECCEITES 1SAONY Ane ELO ST Naav HOUVH AgvRyass SO 1397 ueyidII3saQ odAL bITUD ¥oun  ON 060
swaunsn|py Auy, sapnjouy
BOOZ Jquaag - Asenuep
1waunsnipy asned 1ang N 1o} sabireyd z Aeg 0SIA Aluivory
Aurdwog 1amog pey 43N0

8 INIWHOVLILY IPELBUZ IT L




swaunsnlpy Auy sopnjouy
800Z 19qwada( - Azenvep

waw)snipy asnein (ang-uoN gN 5,_ 526124 2 Aeg QSIW AluIuow
Auedwog samog lleL 1910

LEIVP'ZOZ'0Z § (S9°PSITUNOZI S L9GL/8Z'L § £L90C86G't § OEVLO'EOS'S § (26'C8208Y) § (SLS61'650°ZY S ZL'LGEOLS® § LLWISSLZE § 09 I9E0SE'S § ZBOZELZEZ § (0V'E0SZST L) § (60°T16'600°T) § ANIVLSNrQY ADHINT 40 LSO NW HO3 TVLOL
- 3 - S - S - S - c 3 - 3 - 5 . S . 5 . S . 3 - s . $ (g1 PUR ') "1 SIUIT) L1 7 91 ANPaYDS $537
18 175202GE S (59v692l0'0) § 1962pBe L 3 €L 0068651 S BEPEOLOGG 5 '26ERZURY) 5 (5.36U650°Z) § 21 Z6C0/GR § 1L v1SG/ZC § 0D 156°096°C 3 ZGO2E12EZ § 'OV'EOS2SE L S 160°216'608°2) § WIUNSAIPY Isne}] (3NL-UON - SIOUVHD Z AVO OSIN TVL0L
- s - $ - s - s - s - s - s - s - s - s - s - s - s v10L L
V90D ud alegey s5AN 1Y €e 81
! YOO US B1EQal uoNsebuas 1y 2z o
V49 g uoNdQ uo 8juqay sassoI yg 8 6
¥49 g uondQ vo aleqey uonsabuod vQ a 8
YOO uo AeQaY 523507 YO k) 2
VY009 vo areqay uonsabuod va s 9
sadA) abreyd paiayejpuel
58'685'62 s - (R s - s - s - s - s - s - s - s - s - $ - s W10l
[ iEmaQ pRONBUILA 1] [ [
12555 Wy WBLeADRUI BN L 22 14
52555 wy Y Y ST a2
8209601 $ - $ - $ - $ - s - s - $ . S - S - $ - $ - $ - s VL0L
; 82555 TGV 143N AelneN BrusASH 1g 8¢ 2
1dn Al INU3AIY
(12°950'9¢Y) s - $ - $ M s - $ M 5 - 3 N $ - s . $ - s - s N s Wil0oL
TSt Ty A5 SIouM 9B F8IILIeng AousoInG snushey 1y OE 63
62'SG5  Iwy LOINGUISIQ SSEJ 1SN B2|UBIENS ADUBIGILNG 2NUBASY JH &2 vz
Lress Jury WUIAQ B0y M ANBW BRILURIBNG ADURIIIYNG BNUDADY Y 13 L
1°5S5 KUy vonnGIsI BawIEnD ASUdYNG anuaABY Y o ol
. SIUBLAEG ojoum oWem T oS8 |
(21'9p1'si6) S - s - s - $ - s - $ - s - s - 5 - s - s - $ - s Tvi0L
t¥rsss 1SI1Q 291S Yu¥ yl! 1w
€ 655 NXL HHY MHY Bld 6T
A€ 565 Nxi G147 Huv B4 8E
91'655 Wy vonsesuel] Ao ¥4 a 1€
11555 Iy vonesoly Armsagl: L4 2¢
$1°656 Wy voned0ny AYNoW H1 5 St ot
LI luiy uolieday AinoHEL4 bl 82
27655 1wy vonsabuog 184 1y az 3
EUGSS Iy uonssbuo) 194 VG £ H
syl ¢ 1sebucn
8TIeY'SIZ [ s - [ $ - s - L 4 - $ - $ - s - s - s - s W.i0L
TLUSSE WY HupY BN §L3 o 52
g91'65% Wiy wiwpy MA 1Y 8l 6t
; 10555 Wy uwpy M VG 1 v
| 438 91 s¥npay:
(og0l's62) 8 - [ $ - s - $ - s - s - s - [ER s - s - [ $ JvioL
28655 Wy AG1oUT EntiA 15 et [53
21855 iy 463Uz eobIA WG 2L 2t
ABiauz |enUIA
8o'0zL'veb'lz § - s - $ - s - s - s - s - s - $ - s - s - s - s WioL
92625 Ty ABi30T jesey GON [ 92 3
L2655 lwy s507 182 tH 1z 91
r2'GSS Yy SH5S0T 10 UONAYURIQ LY 2 4}
61665 1wy AGibug 1055y tin 6t £l
50555 Wy ABIBU2 1AssE-UON YO 6 5
0’565 1y 5501 183 vQ 14 3
EOR- wy 4Buaug 19ssy vQ 2 11
5507 2 ABJau3 |esSY UON 7§ 1833y swi] [eoy ¥ peady Asg
3JLYOOLYV3A  ¥3EW3D3Q YIAWIAON ¥380100 FEELEIGEH] Lsnoanv AnF 3INNF AVH HIY HOUYW AHVNHO3S AHVONVE 190y Uondiosag oUAL ebieys #8uly "oN o]

J118Nd - O INIWHIVLLY

pasiox] uaag SeH e1RQ 124035 Ipw.] - JUIWN0Q HIgnd

IPELRUKE 140



T
695°9E1°06 | 65755'09b'Y s OSIW [£10)
ovavla | VLSTEY 3 Siuewisnipy Jequwasag
P 0668 89VEQ LYY 3 S1e10) %008 OSIK
oARE WS 118190 18N
paisnipe)
HMY OSIW 19N
%@ 2 O SI$S0| 10} POSEAIOUL ,, BO-0E-Ct i B L2 11 10 Doudd DU SA0S L
29L°066'C8 200°066'C8 00071 . 1) * /1) ~ 12102 0] HAY 19N
657255'09¢0'p s U3 = i 91 = ey 10} sabiend QS N
65°255'00t™y § rusver S 1zz'e60°509'9E} S OLEBV9IZTIE H LN3VILSArGY ADHINT 40 1500 ON BO4 V101
+85°5£89'r2) 3 _JLEEY S - ) 3 (+2'660'54) S (8t PUB '€} "1 S2UN) 21 ¥ 91 ANPAYIS §5T
958'5E8 9vEEGCeS e S (59759210 S L1EBISESY S 66'CEO6 § 12ZE6NS0RTLI 5 VELPZI6Z 1Y 3 S3IDHYHI Z AV OSIN TWL0L
- : - s - s (8z'595°62h) s (Br'e6i-9zs)! S 0z8ee'20l S Lol
. g - 3 - : G H 72356 VD0 Wit S1egay S50t 1H €2 8
. . - S - s . S 22'555 YOO Uo d1eady tonsabuod 1y ze &
. - (62'596°267! 3 162'S96'264) 5 - s 8O'SSS V4% § uondO uo Jeqdy 2SO ¥Q 9 (]
- 10°000°0L S 161°82T 92 S 02829204 3 10555 V49 8 UoNdQ uo 91eaoY uoNsoBuod va z 8
. . - S - S - b3 90555 ¥OHOD U0 21eqay $85507 ¥( 9 I3
. : s . S S SU'SES YOO U0 91egaY wonsabuo) va S 9
sodf] 2BieuD paRUIRIPURID
B - - s - $ {s1ce) S (vZvsi1y) | S BEL9S°ZL S ayioL
- . VaLLFZ ER " § v9LvT S TE'655 Wy UGN ADn DaldmIsuN 1 [ 3
. - 9EVEL'D S 169 rPE 8! 5 rLEECO0L S 12555 LY WRILDADEUL BN 1Y 124 12
: . (86crs 2} 5 lsseege! s - S $2 555 WY IS LS 52 0z
G
- - - s - S 90 VOR'CL § 226659 s _(0Zv66'1v) S v2€0z601 s V104
- . 9L P08’ EL 3 225659 S W0ZEEE L) S rI£0Z601 S 82555 Uy IHdN AlyeNnay 2nmaA3Y LH [ £2
WiGn Aiiennon envarey
. - . s - S zyoLey s (6Lceap) $ {vaave'al, S SroslsL S Wiol
E . E9PPE 6! ECESER S 12Z089'S) ¢ 5 - S 9£'555 WUV TI0Ad SI0UM SHEFY GOIVEIEND AUaLaNlINgG BNUBAY [t [3 [
. - (601095 ERCTR- TR 50 - S 9veal’is 5 62555 WY UoNNqUISI] SSed ISA3 DSIUBIND AXINING INUDAY LY 62 vZ
. . (29'996°01) s - 3 199960l s - § L1'sss nuy 1wAd JI0UM DB dMueienD Aawoidyng DNy Y 1 "
- - 0£2008 $ 00 s - $ 621008 s 217685 lwy uonnqinsyd soiuEseng Aouddyrs anuoAsy ya ol ot
. Sioufed 90UM SXEW ¥ OSH
- - - s - S (g1-08T 58] S 681 s (ve 5ag'69u) S _1T'E0E'bLY S IvioL
- - (e 8L65er 3 3 12zeI6se” s - H iv'sss 1510 ¢DIS Hyv Eld 3
- - £ '859°E0E 3 $ 8001951 S 18'5T6IE H 6555 NXL BV HHY Eid 34
- - ib6'995'961 s s ieovoz 2zt S 802191 S [ NXL W1 ‘duY YLd o
. . oL'zee S 20 3 lopesvrel S revElve $ 91555 1wy vondesues) AuIUon Y1d 9l 1e
. - . s s - s - 3 11655 1wy vonesopy Apea L 11 e
- . {Ev vag'n 3 960 S t6E'SeE' 1) s - s 51888 U1y uoneoly AYINoW Y 4 ) ot
. {5€'928°002! s o 5 90°61LE'292) $ prEey’ls 3 1656 iy uoneaaily Aron yid I 8z
- B . B 3 - s - 5 02 €65 urg uonsubuo) 164 1Y 0z 51
- : zosrzrs) s - S lngezay $_oie8e2r 3 £0°556 1wy uousHBUeD 183 va £ z
sYL3 ¥ 1sebuod
- - - s - S_ZSSEYVL s_tesgzy) [ i S_ b2'650°5L S JYi0oL
990509 R 5 - $ 990509 s £1568 Wiy Uiy MW 613 £ (13
- . S6VES Y $ ISE FIS) s - S OE6FrOS S 81555 iy LY iy LY 8L 6l
. 16°680°T9 $ £906 s - . $ BZESEEY H $0'565 Wy uuny N vQ | 2
: 119 91 5NP8U>S
- - - s - s - s - s - . s - S WioL
- . 3 S . ! s - s eE'SSS Wy ABROUF [entiA LY et 32
- 4 S S - s - 3 21'SsS Iy AB10u3 jenisA VO 2t 2l
; ABroug FOUTA
(998152 958°5E9 - s _ - S Se8IETHE'L S 168665 S (ZI'BBE'6ES'SE) S 50°'60£ZhrOY S VLOL
ez 8358 12trse S GrEEesieel S EYPLOISEE 3 92555 kuy A510U3 1955V UON |1 2 2z
- $ s - s - H 12558 iury 5507 193 1Y [t4 9
- . 161 L2B'ERT: S DIE9ETT S ferEv'6sgt S - 3 Ty SASSLT P UPINNSI] L} T 118
(g1+'62) 18282 11°986'69 EEE LR ) 3 trE 666824 1) S ryigueslL S 61 556 Tury A543 1955 1Y 61 [}
10£6°52) 1ep2 (DL 225°t6E! s - § lio9zeroec) $ 16'652'566 S 6055 1wy ABiau 18sse won vQ 6 5
01898200 3 . S . 3 01'899'000°L H [ Twy 5507 194 va 3 €
(9v1 59} 130482 99°22P LS D S S i0ZeEvisLOn S 99 vIE'B06PE $ 20655 oy ABau3 1035y vQ 2 $
5507 ¥ ABIoUT J05SY UON 7 195Sy oWl 100y § peayy Aeq
WEISE 10T HMW UIM 53 MO CEEEY E12y 13N SiGswisnlpY Heoy <TipaI) Irelay *1193q newy 9oy wondinseq &m}.— 3Birug (] "o 590
. f 13 ‘o Pt p
stuaw)snipe Aue SapnduUr B0OZ 1aqusadag
QN - WO uawng 10) dnoup abieys Aq s36.8UD 2 ARQ OSI 1O 119130
Surdwod 1omog el PO

pasiax3 uaag SEH 218 131935 APRIL - JUAWNI0Q Mang

2178Nd - @ INFWHOVLLY '




ATTACHMENTE

Otter Tail Power Company
Plant Conditions

Plant Conditions for December 2008

Bie Stone: The unit generated 329.434 net MWh for the month. December’s
availability was 100%. Equivalent availability in December was 98.3%. Fuel prices were
about 1% under budget.

Covyote: The Unit generated 245,512 MWh net for the month of December. Availability
for the month was 84.1% due to a scheduled wash outage, a boiler circ pump valve

packing failure and a low drum level trip during a startup. The wash outage was 10 hours
longer than planned to replace a boiler circ pump. Fuel costs were 14% above budget for

the month.

Hoot Lake: Unit 2 generated 36.038.5 MWh net in December, and had an availability of
100 percent and an equivalent availability of 97.8 percent. Fuel costs were on budget.

Unit 3 generated 46,194.7 MWh net, an availability of 93.3 percent, and an equivalent
availability of 93.1 percent. Fuel costs were on budget.

Plant Conditions for November 2008

Big Stone: The unit generated 286,192 net MWh for the month. Availability was 94.6%
for the month. The unit was forced off line on the 8" due to a reheat tube leak. Fuel prices
were-ibout 2% under budget.

Coyote: The Unit generated 273,122 MWh net for the month of October. Availability
for the month was 95.5% because of an outage to repair a windbox leak and a tube leak.
Fuel costs were 16% above budget for the month. The plant did see almost a 4% drop in
the tuel price for the 4" quarter, this overall fuel price was still 16% above budget for the
month as budget had also predicted a drop in price for the 4™ quarter.

Hoot Lake: Unit 2 generated 18,648.8 MWh net in November, and had an availability of
58.9 percent. The unit was down part of the month to resolve a generator vibration issue
that has been an issue since the spring overhaul. That problem is now fixed. Fuel costs

were about 2% over budget.

Unit 3 generated 42,207.1 MWh net and had an availability of 95.6 percent. Fuel costs
were about 2% over budget.
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and interpreted. Gains and losses on forward energy contracts subject to
regulatory treatment, if any, are deferred and recognized on a net basis
in revenue in the period realized.

For the Company’s operating companies recognizing reveriue on
certain products when shipped, those operating companies have no
further obligation to provide services related to such preduct. The
shipping terms used in these instances are FOB shipping point.

Electric customers’ meters are read and bills are rendered manthly.
Revenue is accrued for electricity consumed but not yet billed. Rate
schedules applicable to substantially all customers include a fuel clause
adjustment (FCA)—under which the rates are adjusted to reflect changes
in average cost.of fuels.and purchased power—and a surcharge for
recovery of conservation-related.expenses. Revenue is accrued for fue
and purchased power costs incurred in excess of amounts recovered in
base rates but not yet billed through the. FCA.

Revenues on wholesale electricity sales from Company-owned
generating units are recognized when energy is delivered.

The Company's unrealized gains and losses on forward energy
contracts that do not meet the definition of capacity contracts are
marked to market and reflacted on a net basis in electric revenus on the
Company's consolidated statement.of income. Under SFAS No. 133 as
amended and interpreted, the Company's forward energy contracts that
do not meet the definition of a capacity contract and are subject to
unplennied netting do not qualify for the normal purchase and safes
exception from mark-to-market zccounting. The Company is required to
mark to market these forward enargy contracts and racognize changes
in the falr value of these contracts as components of income over the
life of the contracts. See nicte 5 for further discussion.

Plastics operating revenues.are recorded when the product is
shipped.

Manufacturing operating revenues are recorded when products are
shipped and-on a percentage-of-completion basis for construction type
contracts.

Heaith Services operating revenues on major equipment and installation
contracts are recorded when the equipment is delivered or when
instailation is completed and accepted. Amounts received in advance
under customer service contracts are deferred and recognized on a
straight-line basis over the contract period. Revenues generated in the
imaging operations are recorded of a fee-pér-scan basis when the scan
is performed.

Food Ingredient Processing revenues are recorded when the product
is shipped.

Other Business Operations operating revenues are recorded when
services are rendered or products are shipped. in the case of construction
contracts, the percentage-of-comipletion method is used.

Some of the operating businesses enter into fixed-price construction
contracts. Revenues under these cantracts are recognized on a percentage-
of-completion basis. The Company’s consolidated revenues recorded
under the percentage-of-completion method were 30.1% in 2007,
251% in 2006 and 17.9% in 2005. The method used to detarmine the
progress of completion is based on the ratio of labor costs incurred 1o
total estimated labor costs at the Company’s wind tower manufacturer,
square footage completed to total bid square footage for certain floating
dock projects and costs incurred to total estimated costs on all other
construction projects. if a loss is indicated at a point in time during a
contract, a projected loss for the entire contract is estimated and
recognized. The following table summarizes costs incurred and billings
and estimated earnings recognized an uncompleted contracts:

December 31, December 31,
{m thousands? 2007 2006
Cosls Incurred on Uncompleted Contracts $ 286,358 $ 257.370
Less Billings to Date (292,692 (284,273
Plus Estimated Earnings Rg_cogrji;ed o ;3.2]5 L 35,955

$ 31,941 $ 9,652

LIG Exhibit __ (LLS-12)

The following costs and estirmated earnings in excess of billings are
included in the Company's consolidated balance sheet. Billings in
excess of costs and estimated earnings on uncompleted contracts are
included in Accounts Payable.

December 31, December 31,
(i thiousomds) ) 2007 2006
Costs and Estimated Earnings in Excess
of Biflings on Uncompleted Contracts $ 42,234 $ 38,384
Billings in Excess of Costs and Estimated
~ Earnings on Uncompleted Contraci_;. - (10,293) (29,332):
S$ 31941

$ 9082

Costs and Estimated Earnings in Excess of Biflings at DM Industries,
Inc. {DMI) were $36,161,000 as of December 31, 2007, This amount is
related to costs incurred on wind towers in the process of completion
on rmajor contracts-under which the customer is not billed until towers
are completed and ready for shipment,

FOREIGM CURRENCY TRANSLATION
The functional currency for the operations of the Canadian subsidiary of
fdaho Pacific Holdings, Inc. (IPH) is the Canadian dolfat, This subsidiary
realizes foreign currency transaction gains or fosses on settiement of
receivables related to its sales, which are maostly in U.S. dollars, and on
exchanging U:S. currency for Canadian currency for its Canadian
operations. This subsidlary-recorded foreign currency transaction losses
of $656,000 ($393,000 net-of-tax) in U.S. dollars in 2007 a5 a resuit of
the increase in the value of the Canadian doltar relative to the U.S. dollar
in 2007, Transaction gains and losses in 2006 and 2005 were not
significant due to the relative stability of the currencies in those years,
The translation of Canadian currency into U.S. doliars is performed for
bzlance sheet accounts using exchange rates in effect at the balance
sheet dates, except for the cornmon equity accounts which are at
historical rates, and for revenue and expense accounts using a weighted
average exchange during the year. Gains or losses resuiting from the
transiation are inciuded in Accumuiated Other Comprehensive Income
(Loss) in the equity section of the Company's consolidated balance sheet,
The functional currency for the Canadian subsidiary of DMI, formed

in November 2005, is the U.S. dollar. There are no foreign currency
translation gains or losses related to this entity. However, this subsidiary
may realize foreign currency transaction gains or losses on settlement
of liabilities related to goods or services purchased in Canadian dollars.
Foreign currency transaction losses related to balarice sheet adjustments
of Canadian dollar liabilities to (.5, dollar equivalents and realized losses
on settlement.of those liabilities were $102,000 (361,000 net-of-tax) in
U.S, dollars in 2007 as a result of the increase in the value of the
Canadian dollar relative ta the U.S. dollar in 2007.

SHIPPING AND HANDLING €QSTS

The Company includes revenues received for shipping and handling in
operating revenues. Expenses paid for shipping and handling are recarded
as part of cost of goods sold.

OTTER TAIL CORPGRATION 2007 ANMUAL REPORT



information that would benefit the electric utility's off-system sales,
The Division of Operation Audits of the OMQI has not issued an audit
report. The Company cannot predict if the results of the audit will have
any impact on the Company's cansolidated financial statements.

BIG STONE !l PROJECT

On June 30, 2005 the electric utility and a coalition of six other electric
providers entered into several agreements for the development of a
second electric generating unit, named Big Stone 1l, at the site of the
existing Big Stone Plant near Milbank, South Dakota, The three primary
agreements are the Participation Agreement, the Operation and
Maintenance Agreement and the Joint Facilities Agreement. Central
Minnesota Municipal Power Agency, Great River Energy, Heartland
Consumers Power District, Montana-Dakota Utilities Co., a division of
MDU Resources Group, Inc., Southern Minnesota Municipal Power
Agency and Western Minnesota Municipal Power Agency are parties to
all three agreements. In September 2007, Great River Energy and
Southern Minnesota Municlpal Power Agency withdrew from the project.
The five remaining project participants decided to downsize the
proposed plant's nominal generating capacity from 630 megawatts to
between 500 and 580 megawatts. New procedural scheduies have
been established in the various project-related proceedings, which will
take into consideratian the aptimal piant configuration decided on by
the remaining participants. NorthWestern Corparation, one of the
co-owners of the existing Big Stone Plant, is an additional party to the
Jeint Facilities Agreement,

The electric utility and the coalition of six other electric providers
filed an application for a Certificate of Need for the Minnesota portion
of the Big Stone I transmission line project on Qctober 3, 2005 and
filed an application for & Route Permit for the Minnesota portion of the
Big Stone I] transmission line project with the MPUC on December 9, 2005.
Evidentiary hearings were conducted in December 2006 and all parties
submitted legal briefs. The Administrative Law Judges (ALJs) on
August 15, 2007 recommended approval of the Certificate of Need subject
to potential conditions. The elactric utility and project participants
addressed the ALJs’ recommended potential conditions in an
August 31, 2007 proposed sattiement agreermnent with the MNDOC that
was entered into the record of the Certificate of Need/Route Permit
dockats. The MPUC had not-acted-on the-applications or the proposed
settlement agreement when Great River Energy and Southern Minnesota
Municipal Power Agency withdrew from the project. On October 18, 2007
the MPUC requested that the ALJs recommence proceedings in the
matter and that the remaining project participants file testimony describing
and supporting a revised Big Stone # preject. The remaining five
participants filed testimany on November 13, 2007, On Decernber 3, 2007
the Alls issued an order refining the scope of the additional proceedings,
Evidentiary hearings were held an January 23-25, 2008. The electric
utility anticipates the ALls will issue their report and recommendation
in March 2008 and the MPUC will decide the maiters in April 2008.
The electric utility’s integrated resource plan (IRP) includes generation
from Big Stone il beginning in 2013 to accommodate load growth and to
replace expiring purchased power contracts and older coal-fired base-load
generation units scheduled for retirement. In addition to approval of tha
Certificate of Nezd,/Route Permit applications for the transmission line
project, approval of this IRP is pending with the MPUC.

A filing in North Dakota for an advanced determination of prudence
of Big Stene Il was made by the electric utility in November 2006.
Evidentiary hearings were held in June 2007, The NDPSC decision was
delayed because of the change in ownership of the project. The
administrative law judge in the natter scheduled supplemental hearings
in April 2008.

The electric utility and the coalition of six other electric providers filed
an Energy Conversion Facility Siting Permit Application for Big Stone Il
with the South Dakota Public Utilities Commission (SDPUC) on

OTTER TAIL CORPORATION 2087 ANNUAL REFORT

July 21, 2005. The permit was granted by the SDPUC on July 14, 2006
but was appealed by a group of interveriers an the basis that carbon
dioxide concerns had not been adequately addressed. In February 2007, a
South Dakota circuit court judge issued an opinion affirming the decision
of the SDPUC to grant the siting permit for Big Stone {I, The permiit was
appealed to the South Dakota Supreme Court, On January 16, 2008 the
South Dakota Supreme Court unanimously affirmed the SDPUC’s decision
to grant Big Stone Il project participants a site permit. A permit
application for the South Dakota portion of the transmission line for

Big Stone I was filed with the SDPUC on January 16, 2006 and was
approved by the SDPUC on January 2, 2007,

As of December 31, 2007 the electric utility has capitalized $8.2 million
in costs related to the planned construction of Big Stone fl. Should
apprevals of permits not be received on a timely basis, the project could
ke at risk. If the project is abandoned for permitting or other reasons,
these capitalized costs and others.incurred in future periods may be
subject to expense and may not be recoverable.

w4, REGULATORY ASSETS AND LIABILITIES

The following table indicates the amount of regulatory assets and
tiabilities recorded on the Company's consclidated balance sheets:

December 31, December 31,
(in thouwsonds) ] ) 2007 .. 2006
Regulatory Assets:
Unrecognized Transition Obligation, Prior
Service Costs and Actuarial Losses on
Pension and Other Postreticement Benefits  $ 26,933 $ 36,736
>f Accrued Cost-of-Energy Revanue 15,452 10,735 ’je
Defarred lncome Taxes 8,733 11,712
Reacquisition Premiums 3,745 2,694
BISO Schedule 16 and 17 Deferred
Administrative Costs—MN 855 541
Deierred Marked-lo-dMarket Losses 77 —
MISO Schedule 16 and 17 Deferred
Administrative Costs—ND 576 -
Defarred Conservation Prograra Costs 518 1,036
Accumulated ARO Accretion/Depreciation
Adjustment T 345 249
Plant Acquisition Costs . . B
Total Regulatory Assets $ 62,035 £ 63854
Regulatory Liabilities:
Accumulated Reserve for Estimated
Removal Costs $ 57,787 ¥ 58496
Daferred Income . Taxes 4,502 5,228
Deferred Marked-to-Market Gains 271 -
Gainon Sale of Division Offico Building 145 151
Tolal Regulatory Liabilities $ 62,705 § 63,875
Net Regulatory Liability Position .8 670 $ 21

The regulatory asset related to the unrecognized transition obligation
on postretirement medical benefits and priar service costs and actuarial
losses on pension and other postretirement benefits represents benefit
costs that will be subject io recovery through rates as they are expensed
over the remaining service lives of active employees inciuded in'the plans,
These unrecognized berefit costs were required to be recognized as
components of Accumulated Other Comprehensive Loss in equity
under SFAS No. 158, Empioyer’s Accounting for Defined Benefit Pension
and Other Postretirement Plans, adopted in December 2006, but were
determined to be eligible for treatment as regulatory assets'based on
their probable recovery in future retail electric rates, Accrued Cost-of-
Energy Revenue included in Accrued Utility and Cost-of-Energy Revenues
will be recovered over the next nine months. The regulatory assets and
liabilities related to Deferred income Taxes result from changes in
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Otter Tail Power Company
Excess Revenue Collected in Interim Rates Before the Interim Rate Adjustment
Test Year Billing Units

1 2 3 4 5 6 7
Int. Rate Interim Rate
kWh Subject to Present Rate Base COE COE Adder Additional Int.

Line Service Schedule Int. COE Adder COE Adj Rev. Adder Rev. Rate COE Rev.

1 Residential

2 Res. Service 363,213,626 S 4,618,436 $ 0.01447 $ 5,255,701 S 637,265

3 Res. Dem. Control 94,191,264 $ 1,154,182 S 0.01447 $ 1,362,948 S 208,766

4 Farm Service 22,040,877 S 232,482 $ 0.01447 S 318,931 S 86,449

5 Small Commercial S -

6 Gen. Serv <20 kW 78,513,827 $ 1,007,900 $ 0.01447 $ 1,136,095 S 128,195

7 Com. Dem. Control < 20 kW 255,633 $ 3,176 $ 0.01447 S 3,699 S 523

8 Elec. Climate Contr. < 20 kW 3,423,858 S 42,675 S 0.01447 S 49,543 S 6,868

9 Gen. Serv >=20 kW 290,406,932 S 3,545,338 $ 0.01447 S 4,202,188 $ 656,850
10 Com. Dem. Control >= 20 kW 4,047,528 $ 56,355 S 0.01447 S 58,568 S 2,213
11 Elec. Climate Contr. >= 20 kW 42,175,165 S 522,314 $ 0.01447 S 610,275 S 87,961
12 Commercial TOU - S - $ 0.01447 S - S -
13 Large Commercial

14 LGS 555,574,413 S 7,287,310 S 0.01447 S 8,039,162 $ 751,852
15 LGS TOD - S - $ 0.01447 S - S -
16 Real Time Pricing 58,538,439 S 282,325 S 0.01447 S 847,051 S 564,726
17 LGS Rider - S - $ 0.01447 S - S -
18 LGS Off-Peak Rider 9,906,458 S 122,120 S 0.01447 S 143,346 S 21,226
19 Irrigation Services

20 Irrigation Option #1 286,564 S 4,556 S 0.01447 S 4,147 S (409)
21 Irrigation Option #2 370,817 S 5,896 $ 0.01447 S 5,366 S (530)
22 Outdoor Lighting. - . . .

23 Outdoor -Energy Only 477,874 S - $ 0.01447 S 6,915 $ 6,915
24 Outdoor Non-Metered - $ - $ 0.01447 S - S -
25 Other Public Authorites '

26 Muni Pump Serv 16,990,520 S 228,168 S 0.01447 S 245,853 S 17,685
27 Civil Defense-Fire - S - $ 0.01447 S - S -
28 Water Heating , Controlied 19,784,836 S 257,934 S 0.01447 S 286,287 S 28,353
29 Interruptible Loads

30 Inter. Load CT Metering - S - $ 0.01447 S - S -
31 Inter. Load Self Contained Mtr. 631,764 S 5,446 $ 0.01447 S 9,142 S 3,696
32 Bulk Inter. Load ~ S - S 0.01447 S - S -
33 Standby Service 121,000 S - S 0.01447 S 1,751 S 1,751
34 Heat Storage

35 Def. Load Controlled Serv. 14,986,587 S 173,905 S 0.01447 S 216,856 S 42,951
36 Fix Time of Delivery Serv. $ - $ 0.01447 S - $ -
37 Small Power Producer Rider - S - $ 0.01447 S - S -
38 Total 1,575,937,982 $ 19,550,518 $ 22,803,823 $ 3,253,305
39 Rev./kWh S 0.01241 S 0.01447 $ 0.00206

Notes:
-Present Rate COE Adjustment Revenue per Volume 2B, Exhibit___(DGP-1}, Schedule 2
-KWh sales subject to Interim Change In Base COE Energy per Volume 2B, Exhibit___(DGP-1), Schedules 1 and 2 plus
review of Interim Rate Tariff Sheets (Volume 1)
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LIG Exhibit ___ (LLS-15)

Information Request No. ND LIG-054
Page 1 0f 2

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: Large Industrial User Group
Analyst: Larry Schedin

Date of Request: 1/22/2009

Date Received: 112212009

Date Due: 2/20/2009

Information Request No. ND LIG-054
Please provide the following:

1. The average monthly load factor, average annual load factor, monthly energy
consumption, and billed demand by each rate class for the last 2 most recent
years.

2. The average monthly and average annual load factor for North Dakota system-
wide.

Attached are five pdf files containing the data requested in ND L1G-054. [Load
Research data was utilized in the responses. OTP is providing our most recent two
years of complete Load Research data (2006 and 2007).

1. The average monthly load factor, energy consumption, and demand by rate class are
included in following files:

Attachment 1 of ND LIG 054 .pdf
Attachment 2 of ND LIG 054.pdf

The average annual load factors are contained in the files:

Attachment 3 of ND LIG 054.pdf
Attachment 4 of ND LIG 054.pdf

e — Whren-viewing-the-fites"Attachrment—3-0f ND-L16-054-pdf*—and-*Attachment-4of ND————— —
LiG 054.pdf “, note that Irrigation and Lighting have no foad factors available. This

Responding Witness:  David G. Prazak

Title: Supervisor, Pricing
Department: Regulatory Services
Telephone: (218) 739-8595

Date of Response: 2/20/2009



Information Request No. ND LIG-054
Page 2 of 2

is due to the fact that neither irrigation loads nor lighting loads are in use during the
hour of system peak used in the calculation of the load factor.

2. The average monthly and average annual load factor for North Dakofa is in the
file:

Attachment 5 of ND LIG 054.pdf

Responding Witness:  David G. Prazak

Title: Supervisor, Pricing
Department: Regulatory Services
Telephone: (218) 739-8595

Date of Response: 2/20/2009



North Dakota Case PU-08-862
Attachment 5 to IR ND LIG-054
Page 1 of 1

2007 Annual ND Load Factors

Month Load Factor
January 78.23%
February 81.53%

March 71.87%

April 66.59%

May 77.63%

June 67.46%

July 66.71%

August 71.22%
September 68.12%
October 75.94%
November 70.54%
December 81.00%
Annual Load Factor:; 64.99%

Annual ND Load Factor 2007



Nérih Dakota Case FU-08-862 North Dakota Cas PU-08-662
Atachment 110 IR ND LIG-054 Attachment 1 lo IR 8D LIG-054
Page 10f2 Pagatof2

2006 Load Factors, KWH and KW 2006 Load Factors, KWH and KW

101

102

103

Month  Load Factor Clase Class bame Honth Load Faclor Monthly KWH  Monthly (¥
Residantial 1 69.72% 44416202 5 3508% 1416361 5427
2 6038% 43422605 6 3197% 1259825 5473
3 7031%  40.569.480 7 3155% 36 5,460
4 6121%  26.466.191 2 88%  1.570,004 5459
5 53.88%  26.804.474 9 4550% 1796236 5472
6 4991% 27437421 10 5256% 2,138,684 5469
7 §220% 37612848 1 $6.74% 2326833 5502
] 55.33% 29,800,409 12 $199% 2552623 5535
8 62.76% 25,480,607 107 ora 1 5325% 1510083 4087
10 6235% 31387042 2 67.00% 1332435 2959
1 5636%  37,357.182 3 2% 1450082 3432
12 66.20%  47,827588 < 6730% 1378323 2841
Farm 1 75.69% 1960874 5 6757% 1434248 2853
2 T139% 1651508 5 TO% 1551815 2918
3 7405% 1637251 7 7201% 1872088 18
4 6200% 1313010 ] 6807% 1464942 2,980
s SB61% 1587385 ° 6493% 1228937 2620
q $969%  1111,100 o] 8059% 127739 2834
7 56.40% 1389905 1 6258% 1248685 2m
[ 6122% 1370565 2 6423% 1474841 3,086
9 6439% 1476851 108 Walor Haating 1 2026% 1996759 8,164
10 S5.83% 2874695 2 221% 1821807 9,963
" 655% 271351 3 Wis% 2020891 8192
12 68.30% 2744794 4 335% 2089945 8472
Ganeral Sorvico 1 62.15%  43,134672 s MA2% 1951369 7.688
2 6191%  41.723075 8 URK 1855570 6741
3 6151% 40904629 7 207% 153263 8593
4 5650% 32695058 3 4% 1530508 5974
H $6.82% , 32,257,664 9 087% 1882776 7,520
[l $4.46% 2228549 10 2626%  1,747.865 8946
7 ST18% 30,779,486 n 2585%  1780,801 9622
[ 5921% 31825963 12 4534% 1954051 5792
3 5324%  27.874,948
10 5724% 33784438
1 55.08% 35967784 109 Contealled Servica Inlorruptible 1 6298% 19312100 41216
12 $5.63% 38850286 2 66.48%  21.906,417 45,049
Large General Service 1 8402% 35227220 3 6220% 18917309 40876
2 8454%  13.248,141 4 /A% 547 34636
3 8420% 36363261 5 665% 6343608 23266
4 BLI8% 34790575 s 6280% 4330811 9,568
s 8027% 36309550 7 8295% 4437531 9475
6 T839% 36,025,878 [} SBS1% 4345598 9,982
7 B047%  38,110327 9 6.33% 006,840 19,143
& 8441% 38916009 10 A240% 11,819,147
9 79.88%  34286,130 " S48S% 175845672
0 2113% 35247083 12 60.01% 22470085
1 8047% 33259653 10 Conlrolied Servica Deforred 1 S5.0% 2118409
12 7926% 34205643 2 $435% 2400660
E] S090% 1830821
iigation 1 - - 4 3020% 881,525
2 . . H 35.30% 401,723
3 . . [l 47.30% 199,019
4 - - 7 “T1% 167,029
5 12.82% 31,865 3 ] 47.04% 132,045
§ 3M21% 230,606 1026 9 3201% 214,949 907
7 5456% Q5452 1075 1 anw 101201 2147
8 29.38% 216,542 991 1 a722% 1881321 5.580
9 10.64% 8537 1 2 S310% 2336185 5913
10 13.94% 18.223 176
m - -
12 - -
Uighting 1 6022% 2466052 5505
2 S483% 2059252 5589
3 48.11% 19589835 5473
4 €097%  1670.885 s.461
Page 1 Page 2



North Dakola Case PU-08-862 Norih Dakola Case PU-08-862

Atlachment 2 fo IR ND LIG-054 Attachment 2 to IR ND LIG-054
Page 10f2 Paga tol2
2007 Load Factors, KWH and KW 2007 Load Factors, KWH and KW
i Name Month  Load Factor  Monthly KWH Monihly KW Class Class Name Month Monthly KWH Monlhly KW
Residential 1 £8.4% 49,567,658 97,482 1,855,011 5,607
2 70.80% 45644617 95,939 1,612,405 5,501
3 65.82% 35958,278 13,425 1,430,002 5.473
q 58.08% 30,442,127 72,793 1,265821 5,458
5 60.59% 25,087.942 55,654 1371528 5,
1 50.89% 28,771.141 78,370 1,586,835 5,494
7 54.04% 35,898,241 89,776 1,809,710 5517
[] §327% 29,838,988 75.284 10 2,152,005 §.525
g 49.57% 24843328 89,612 n 2,337,045 5,540
10 66.06% 28,908,797 58,817 12 2,587,742 5611
1 58.92% 38,431,830 90,591 107 OPA 1.500,475 2942
12 T2.36% 61.227214 95,148 1.477,180 21
Farm 1 65.82% 2,640,475 5,392 1551978 2,866
2 69,33% 2,280,798 4,896 1,416,004 2.89%
3 5653% 1.885,131 4,482 1,392,166 2.761
4 59.26% 1,583,737 N2 1511241 3112
5 61.30% 1,355,413 2970 1,611,128 3,151
& 56.64% 1,366,025 23,350 1,502,123 3,103
7 $1.00% 1,500,710 3,955 1213228 2514
8 56.61% 1830271 4197 10 1,186,674 2473
1] 51.65% 1,823,487 4,720 " 1221572 2622
10 54.31% 4,070,866 10.095 2 1.363,181 2697
1 63.96% 3.249.418 1.056 108 Waler Hoallng 1 1761815 8778
12 68.85% 3.797.47M 7413 2 1,788,100 6.528
Gonaral Service 1 B1.13% 40,505,211 89,061 3 1.956,253 8,662
2 62.39% 39,103,402 81,600 4 1885685 5,831
3 58.06% 35.678.950 62,599 5 1,778247 5,020
4 54.85% 30,269,841 76.644 8 1,596,594 5880
5 56.14% 28,165,016 67.426 T 1515268 9,059
6 55.26% 21,668,055 69,521 8 1,493,096 5238
7 55.69% 31,318,439 75176 2 1,503,088 5511
] 57.28% 23,177,647 77847 10 1,618,451 5670
9 52.25% 29,981.281 79.699 1" 1,590,855 8,014
10 56.33% 34,874,558 83208 12 1.825,435 10,132
1 56.78% 38,408,765 93.650 109 Controlled Service Infarruptibla 24078211 54781
12 60.37% 44,378,345 98,807 23162378 5_4.289
Large General Service 1 84.22% 36,206,192 57,783 E) 53.92% 17,627,020 43,940
2 8422% 32,710,307 57,795 4 40.50% 12.722.642 43,632
3 83.29% 36,609,803 $2.076 5 44.10% 5430477 16,551
4 76.79% 35,508,552 62594 L] §1.80% 3,847.700 10317
5 79.19% a7 84,022 T §3.54% 3,871,588 9,720
& 77.36% 26,723,409 69,525 B8 £9.98% 3,845,743 8,618
7 7831% 42,404,207 72,782 9 42.68% 5,028,631 16274
4 79.62% 40,515.248 64,399 10 44.62% 8,686,162 26,165
8 77.96% 3491117 68571 1" 52.06% 19,412,711 51,789
10 82.36% 37933924 61,506 12 B85.18% 24,183,027 49,073
1 81.89% 35417394 80,071 110 Conirolled Sarvice Delarred 1 49.22% 2,810,362 76873
12 80.93% 36,083,844 59,832 2 83.01% 2,620,026 7380
Imigation 1 - - 2 48.35% 1.821,702 5342
- - 4 3525% 1,035,947 4082
3 - - 5 41.35% 345,168 1122
4q - - ] 52.40% 238441 632
5 17.36% 49,098 380 7 40.12% 221,020 740
e 22.19% 120,752 756 8 5§3.29% 186,303 470
7 56.00% 286,887 685 9 39.83% 235,030 818
8 2% 133,695 566 10 39.97% 715402 2406
8 2.97% 27975 as0 " 4537% 1,637,959 5014
10 12.44% 14316 143 12 53.97% 2,525,101 6539
n" 117% 1 4
12 -
LUighting 1 §0.25% 2.502,015 5582
2 54.80% 2,122,090 5.752

Paga 1 Pago 2



2006 Annual Load Factors

Class Name

Residential

Farm

General Service

Large General Service
Irrigation

Lighting

OPA

Water Heating

Controlled Service Interruptible
Controlled Service Deferred

Load Factor

Page 1

63.83%
78.84%
66.65%
91.55%
N/A
N/A
78.12%
45.98%
40.46%
36.65%

North Dakota Case PU-08-862

Attachment 3 to IR ND LIG-054

Page 1 of 1



2007 Annual Load Factors

Class Name

Residential

Farm

General Service

Large General Service
Irrigation

Lighting

OPA

Water Heating

Controlled Service Interruptible
Controlled Service Deferred

Load Factor
62.06%
86.93%
56.14%
93.20%

N/A
N/A
66.11%
65.03%
47.98%
26.28%

Page 1

‘North Dakota Case PU-08-862

Attachment 4 to IR ND LIG-054

Page 1 of 1



LIG Exhibit ___ (LLS-16)

Information Request No. ND L1G-028
Page 1 of 1

Ofter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: Large Industrial User Group
Analyst: Larry Schedin

Date of Request: 112212009

Date Received: 1/22/2009

Date Due: 2/20/2009

[nformation. Request No. ND LI1G-028

On pages 15-16, witness Parmesano discusses Zins testimony in the recent Xcel energy
case to demonstrate that the Commission has had occasion fo review a rate based on
marginal costs. The excerpt provided from Zins testimony identifies using the "E8760"
energy allocator to allocate energy costs to classes.

1. Has OTP used the E8760 energy allocator method to allocate energy costs to
classes?

2. 1f so, please provide the references to the specific volume and also associated
workpapers.

3. If not, please explain why not?

2. Not applicable.

3. OTP has not thoroughly studied what is needed to develop an £8760 factor. Also,
OTP does not know the cost of additional equipment (metering, software, etc.)
that would be needed to implement an E8760 energy factor. In Minnesota, oTP
has committed to investigate before it files its next Minnesota rate case what may
be required and the costs and benefits of implementing an E8760 allocator for rate
design.

Responding Witness:  Pete Beithon

Title: Manager, Regulatory Economics
Department: Regulatory Services
Telephene: (218) 739-8607

Date of Response: 2/20/2009



Information Request No. ND L1G-047
Page 1 of 1

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: Large Industrial User Group
Analyst: Larry Schedin

Date of Reguest: 1/22/2009

Date Received: 11222009

Date Due: 2/20/2009

Information Request No. ND LIG-047

What is the minimum contract term for signing up for the proposed LGS time-of-day
rate? The proposed tariff suggests that "contract period will be outlined in agreement.

One year. In OTP's proposed General Rules and Regulations, Section 1.02 Application
for Service states, “If a Customer changes its service to a different rate, the Customer
shall not be permitted to change back to the originally applicable rate for a period of one
(1) year.” This condition is applicable to the proposed LGS TOD (Section 10.05). Also,
OTP may require the custorer to enter into a three-year minimum revenue guarantee,
‘which is outlined in Section 5.02 o OTP's General Rules and Regulations.

Responding Witness:  David G. Prazak

Title: Supervisor, Pricing
Department: Regulatory Services
Telephone: (218) 739-8595

Date of Response: 2/20/2009



LIG Exhibit ___ (LLS-17)

Information Request No. ND L1G-047
Page 1 of 1

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response fo: Large Industrial User Group
Analyst: Larry Schedin

Date of Request: 1/22/2009

Date Received: 112212009

Date Due: 2/20/2009

Information Request No. ND LIG-047

What is the minimum contract term for signing up for the proposed LGS time-of-day
rate? The proposed fariff suggests that “contract period will be outlined in agreement.

One year. In OTP's proposed General Rules and Regulations, Section 1.02 Application
for Service states, “[f a Customer changes its service fo a different rate, the Customer
shall not be permitted to change back fo the originally applicable rate for a period of one
(1) year." This condition is applicable to the proposed LGS TOD (Section 10.05). Also,
OTP may require the custormer to enter into a three-year minimum revenue guarantee,
which is outlined in Section 5.02 to OTP's General Rules and Regulations.

Responding Witness:  David G. Prazak

Title: Supervisor, Pricing
Department: Regulatory Services
Telephone: (218) 739-8595

Date of Response: 2/20/2009



LIG Exhibit

Information Request No. ND LIG-064
Page 1 of 1

Otter Tail Corporation d/b/a
OTTER TAIL POWER COMPANY
North Dakota Case No: PU-08-742 and PU-08-862

Response to: Large Industrial User Group
Analyst: Larry Schedin

Date of Request: 1/22/2009

Date Received: 1/22/2009

Date Due: 2/20/2009

. Information Request No. ND LIG-064
Please discuss OTP's ability to meet with and discuss or provide regular forecasts
regarding the energy adjustment and renewable cost recovery rider.

RESPONSE:

OTP does provide regular forecasts regarding the energy adjustment to Large Industrial
Customers. In addition OTP has discussed the renewable cost recovery rider with these
customers. These projections are based on several assumptions that may, and often do,
change with time. For this reason Otter Tail Power requires that Otter Tail Power’s
Industrial Services Engineers meet directly with our Large Industrial Customers to
answer any questions regarding the accuracy and use of this information. Attachment 1
to ND LIG-064 is an example from last November of the information Otter Tail Power
provides. Following the initial meetmg, customers may request that updated information
‘be-sent to-them-asneeded.- -~ - - - - -

Responding Witness:  Pete Beithon

Title: Manager Regulatory Economics
Department: Regulatory Services
Telephone: (218) 739-8607

Date of Response: 02/20/2009

__ (LLS-18)



North Dakota Case No. PU-08-742 and PU-08-862
Attachment 1 to IR ND LIG-064

Page 1 of 1
Actual and Forecasted Fuel Clause Adjustment (FCA) Rates For North Dakota @
2008-2009 2
o FCA RATE - ND OmmeRrTAIL

September-2008 BN . j‘$0,00560 POWER COMPANY
Qctober-2008. o : , -7 . $0:00720-
November-2008 = ' B PETRE - $0.00990
December-2008 ' . °$0:01050
January-2009 ($0.00680)
February-2009 ($0.00850)
March-2009 ($0.00340)
April-2009 $0.00240
May-2009 $0.00360
June-2009 $0.00510
July-2009 $0.00300
August-2009 ($0.00230)
September-2009 ($0.00530)
October-2009 : ($0.00800)
November-2009 ($0.00790)
December-2009 ($0.00680)

Average projected for 2009 ($0.00291)

, Forecast updated in November 2008
Based-on Actual " B R LT L

The renewable rider for Sep - Dec 2008 is $.00193. The rider is expected to be $.00510 for Jan - Dec 2009.
The benefit of the Renewable Energy Facilities reduces the FCA rate.

Disclaimer Statement

This document includes forward-looking as well as historical information. These statements are based on Otter Tail Power Company's
historical costs and kWh's as well as current future expectations, which are subject to uncertainty and changes in circumstances. Actual
results may differ materially from these expectations due to a number of factors including, but not limited to, market valuations of forward
energy contracts, weather conditions, fuel and purchased power costs, transportation costs, plant availability and any other factors outside
of Otter Tail Power Company's control. Otter Tail Power Company makes no representation and accepts no liability for the content or for
the consequences of any actions taken on the basis of this information provided.



