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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION
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J. Dennis O'Brien Commissioner

Phyllis Reha Commissioner

Thomas Pugh Commissioner

Betsy Wergin Commissioner

Loyal K. Demmer SERVICE DATE: June 1, 2009

Depreciation Accountant

Otter Tail Power Company DOCKET NO. E-017/D-08-1042

215 South Cascade Street

P.O. Box 496

Fergus Falls, MN 56538-0496

In the Matter of Otter Tail Power Company's Request for Approval of its Five-Year

Depreciation Study

The above entitled matter has been considered by the Commission and the following disposition

made:

The Commission certifies the proposed service lives, net salvage values, and

resulting depreciation rates, with an effective date of January 1, 2009.

Otter Tail Power Company (Otter Tail) shall file its next annual depreciation study

by September 1,2013.

In future filings Otter Tail shall include a table comparing asset lives used for

purposes of its resource planning and Remaining Lives calculated for the purposes

of depreciation, and explain any differences.

The Commission agrees with and adopts the recommendations of the Office of Energy Security

which are attached and hereby incorporated in the Order.

BY ORDER OF THE COMMISSION

u
Burl W. Haar

Executive Secretary

(SEAL)

This document can be made available in alternative formats (i.e. large print or audio tape) by

calling 651.201.2202 (voice). Persons with hearing or speech disabilities may call us through

Minnesota Relay at 1.800.627.3529 or by dialing 711.
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office of

ecutrty:
85 7th Place East, Suite 500, St. Paul, MN 55101-2198

main: 651.296.4026 try: 651.296.2860 fax:651-2977891

www.commerce.state.mn.us

April 13,2009

Burl W. Haar

Executive Secretary

Minnesota Public Utilities Commission

121 7th Place East, Suite 350

St. Paul, Minnesota 55101 -2147

RE: Comments of the Minnesota Department of Commerce Office of Energy Security

Docket No. E017/D-08-1042

Dear Dr. Haar:

Attached are the comments of the Minnesota Department of Commerce Office of Energy

Security (OES) in the following matter:

Otter Tail Power Company's Request for Approval of its Five-Year Depreciation Study.

The petition was filed on August 29, 2008 by:

Loyal K. Demmer

Depreciation Accountant

Otter Tail Power Company

215 South Cascade Street

P.O. Box 496

Fergus Falls, MN 56538-0496

The OES recommends approval and is available to answer any questions the Commission may

have.

Sincerely,

/s/ MARLON GRIFFING, Ph.D.

Financial Analyst

MG/jl

Attachment
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office of

Before the Minnesota Public Utilities Commission

Comments of the

Minnesota Office of Energy Security

docket no. D017/D-08-1042

i. BACKGROUND

On August 29, 2008, Otter Tail Power Company (Otter Tail or the Company) submitted its 2008

five-year depreciation certification study. Minnesota Rules parts 7825.0600-7825.0900 require

each account to be analyzed at least once every five years. Otter Tail's last five-year study was

filed in Docket No. E017/D-03-1555. The 2008 depreciation study was prepared by Foster

Associates, Inc., for Otter Tail. The study was based on Otter Tail's plant and reserve balances

as of December 31, 2007.

II. SUMMARY OF OTTER TAIL'S PROPOSAL

The Company is proposing minor changes to both the remaining lives of plant and equipment

and salvage values. The proposed adjustments to remaining lives reflect the normal passage of

time since the 2007 depreciation petition (Docket No. E017/D-07-1138). The proposal also

reflects plant investments and retirements that occurred during this period.

Otter Tail's proposal in the pending docket would result in several adjustments to its annual

depreciation accruals. See Table 1 below. The overall composite annual depreciation rate of

would decrease from 2.84 percent to 2.79 percent.
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Table 1: Proposed Changes in Depreciation

Function

Steam Production

Hydraulic Production

Other Production

Transmission

Distribution

General Plant

Total

Accrual Rate:

Present

2.71%

2.89%

3.54%

2.08%

2.81%

5.64%

2.84%

Proposed

2.71%

3.33%

3.59%

1.94%

2.78%

5.13%

2.79%

OTP

Difference

<0.01%

0.44%

0.05%

•0.14%

-0.03%

-0.51%

-0.05%

2008 Annuahzed Accrual:

Present

$4,656,649

$48,338

$1,877,954

$2,006,548

$4,112,759

$1,246,596

$13,948,844

Proposed

$4,664,691

$55,726

$1,907,138

$1,873,770

$4,067,933

$1,135,135

$13,704,393

Minnesota

Difference

$8,042

$7,388

$29,184

($132,778)

($1-1.S26)

(.SI 11,461)

($214,151)

The adjustments would result in a $244,451 decrease in annual Minnesota jurisdictional

depreciation accruals. According to the Company, the proposed expense decrease is largely

attributable to amortization of $1,785,456 from the Company's approximately $33 million

reserve imbalance across all Otter Tail's plant, including the Minnesota jurisdiction. The

remainder of the net decrease is due to adjustments in service lives and net salvage amounts. See

Sections C, D, E, and F below for further discussion of these issues. Based on the results of the

study, Otter Tail requests that the proposed depreciation rates be implemented beginning January

1,2009.

III. OES ANALYSIS

The OES examined Otter Tail's petition for reasonableness of the proposed service lives, salvage

values, and accruals. On the basis of its analysis of Minnesota rules, studies included in the

Company's filing, and the Company's current resource plan (Docket No. E017/RP-05-968), the

OES concludes that the proposed lives, net salvage values, and resulting depreciation rates (see

Attachment A) are reasonable and should be accepted.

A. DEPRECIATION RULES

Minnesota Rules part 7825.0500, subp.7 states that "Depreciation accounting means a system of

accounting which aims to distribute cost or other basic value of tangible capital assets, less

salvage, if any, over the estimated useful life of the unit, which may be a group of assets, in a

systematic and rational manner." In determining the method to calculate the amount to distribute

each year, Minnesota Rules part 7825.0800 further states that "the commission prescribes the

straight-line method for calculating depreciation, excluding depletion, accruals ... Any

exceptions to these methods will require specific justification and certification by the

commission." Use of straight-line accounting methods for depreciation minimizes inter-

generational ratepayer subsidies. These subsidies arise in depreciation settings when ratepayers
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Case No. PU-401-88-374 
Page 4 of 15



Docket No. E017/D-08-1042

Analyst assigned: Marlon Griffing, Ph.D.

Page 3

of one generation pay a greater share of the depreciation expense than ratepayers in another

generation. In the instant filing the Company uses a straight-line method; however, for certain

General Plant accounts it uses amortization accounting.

For determining estimated useful life and salvage rates, Minnesota Rules part 7825.0800 states

that "no specific methods are prescribed by the commission in estimating service lives and

salvage values. The methods selected by each utility will be reviewed for appropriateness by the

[OES] staff as part of the utility's certification filing." Furthermore, Minnesota Rules part

7825.0500, subp. 10 define "probable service life" as meaning "that period of time extending

from the date of its installation to the forecasted date when it will probably be retired from

service." Each utility has two different filings in which retirement dates are forecasted: the

utility's resource plan (RP) filing and the annual remaining lives (RL) filing. The OES believes

that it is useful to compare the lives remaining in the RP and in the RL filings to examine the

differences, to gain a greater understanding of the Company's future plans regarding its capital

assets, and to improve the RL review process.'

B. COMPARISON OF RESOURCE PLANAND REMAINING LIVES

In the 2007 annual depreciation study (Docket No. E017/D-07-1138), Otter Tail was required by

the Commission in its Order of December 7, 2007 to include a table in future filings comparing

the RP lives and RL for purposes of depreciation and to explain any differences. The Company,

in Attachment No. 4 to the petition, has provided a table comparing the RL for depreciation

purposes and the lives used for RP purposes. The table states that since the last five-year study in

2003 the Company has followed through on the planned retirement of Hoot Lake Unit 1 Steam

Production facility on December 31, 2005. OTP also has extended the expected retirement dates

of certain other facilities, notably the Hoot Lake Units 2 and 3 facilities to 2019. The OES notes

these retirement dates are not consistent with the Commission's recent decision, dated March 17,

2009, in The Matter of the Application of Otter Tail Power Company and Others for Certification

of Transmission Facilities in Western Minnesota, docket No. E017, et. al./CN-05-619, that the

Hoot Lake generators operate no longer than to the end of 2018 (except under certain conditions).

The OES does not consider any of the differences due to the extensions to be significant because

OTP will have opportunities in subsequent depreciation filings to make adjustments to the

remaining lives of the affected facilities. The OES, therefore, accepts the Company's RL/RP

comparison.

1 The OES also notes that the effects of outages at OTP's generation plants have been more costly for ratepayers
under the "Day 2" energy market of the Midwest Independent System Operator, in terms of replacement energy

needed to serve customers. These issues are expected to be explored as needed in other venues; the OES notes this

fact merely to point out the interplay of issues in various proceedings. For example, the MISO Day 2 market may

affect the timing for retiring or investing in generation plants, which could affect the analyses in resource planning,

fuel clauses, depreciation filings, and possibly other matters.
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The Company notes that remaining lives calculated for depreciation are intended to be exact

based on information known at a given point in time. In contrast, the remaining lives for

resource planning purposes are less exact and subject to change in the long term. For example,

when the horizon of the resource plan does not extend to the anticipated retirement dates of

certain facilities, no retirement dates for these facilities are discussed in the resource plan. Thus,

the Company explains, no basis for comparison of RP/RL exists for these facilities. However,

the Company points out, for the first 13 years of the 15-year planning study the two filings are in

complete agreement.

The OES concludes that it is useful to reconcile the RP lives and the remaining lives for purposes

of depreciation both to obtain a better understanding of the Company's future plans for

maintaining production facilities and to ensure that rates are reasonable. The OES supports

continuing the requirement to continue reconciling the two forecasts.

C. RESERVE IMBALANCE

The Company states that the purpose of a depreciation reserve analysis is to compare the current

level of recorded reserves with the level required to achieve the goals or objectives of

depreciation accounting if the amount and timing of future retirements and net salvage are

realized as predicted. The difference between a required (or theoretical) depreciation reserve and

a recorded reserve provides a measurement of the expected excess or shortfall that will remain in

the depreciation reserve if corrective action is not taken to eliminate the reserve imbalance.

Depreciation rates should be reviewed periodically and adjusted for observed or unexpected

changes in the parameters chosen to describe the underlying forces of mortality. Differences

between a theoretical reserve and a recorded reserve also will arise as a normal occurrence when

service lives, dispersion patterns, and net salvage estimates are adjusted in the course of

depreciation reviews. Foster Associates states that a redistribution of recorded reserves is

considered appropriate for OTP at this time, but does not offer a specific argument supporting

that position. The OES notes that the recorded reserve is about $443 million and that the

computed reserve is about $410 million, a difference that is equal to about 3.4 percent of the

depreciable plant investment. About $33 million of offsetting adjustments and transfers to

affected counts are included in the current study. The OES concludes that the redistribution is

reasonable because it will address the current discrepancy.

Attachment - Order dated June 1, 2009 
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D. PLANTBALANCES, ADDITIONS, RETIREMENTS

Table 2: Changes in Primary Plant Balance Accounts

Primary Plant Assets

Steam Production

Hydraulic Production

Other Production

Transmission Plant

Distribution Plant

General Plant

Total

Beginning Plant

Balance 12/31/06

$ 314,494,697

$ 3,029,311

$ 39,224,208

$ 189,245,591

$ 306,799,954

$ 43,323,258

$ 896,117,019

Additions

$ 18,129,791

$ 172,407

$ 64,895,462

$ 2,588,148

$ 17,492,091

$ 3,244,217

$106,522,116

Retirements

$

$

$

$

$

4,967,210

17,297

313,588

3,166,817

1,581,893

10,046,805

Adjustments

$ (26,116)

$(30,010,146)

$ (3,538,579)

$ (45,881)

$(33,620,722)

Transfers

$ 26,116

$ 29,707,240

$ 3,856,761

$ 28,223

$33,618,340

Ending Plant

Balance

12/31/07

$327,657,278

$ 3,184,421

$104,119,670

$191,217,245

$321,443,410

$ 44,967,924

$992,589,948

Table 2 shows the changes to Otter Tail's plant balances during 2007. The net effect is an

increase of plant balance by $96,472,929. The single largest change is the addition of

$64,895,462 to Other Production, most of which is accounted for by the investment of $65

million in the Langdon Wind Generation facility, which began production in December 2007.

Other notable additions were about $18.0 million to Steam Production and about $17.5 million to

Distribution Plant. The Adjustments and Transfers amounts are nearly the same because they

reflect the amortization of the Company's reserve imbalance.

Otter Tail states in Attachment 3 that, as new additions are added to maintain existing plant lives

for steam plant, the effect on depreciation grows disproportionately as any net increase to plant

balances is depreciated over shorter periods of time. As a result, Otter Tail expects depreciation

expense for these facilities to continue to increase in the near future.

Minnesota State Agency Rules 7825.0700, subpart 2, B. states that each utility shall disclose a

list of any major future additions or retirements to the plant accounts that the utility believes may

have a material effect on the current certification results. Otter Tail states that the only addition

or retirement that will materially affect the current certification results is the Ashtabula Wind

Center under construction in east-central North Dakota.2 Otter Tail will own 48 MW of

generation from this 200 MW wind farm. The Company expects generation to be in-service by

late 2008. In the instant filing, the Company is requesting a 25-year life with a zero salvage

value for this wind facility, just as it did a year earlier for the Langdon wind facility. The

Company states that it has only a one-year history of owning wind generation and that there is a

limited history for regulated wind generation. Therefore, based on discussions with other

regulated electrical industry players, who have or soon will have wind generation, the Company

believes it is reasonable to request a 25-year life with zero salvage value. The OES concludes

that the proposed 25-year life and zero salvage value are reasonable at this time. As further

information becomes available, Otter Tail will have opportunities to update these values.

2 See Docket No. E017/M-08-1529.

Attachment - Order dated June 1, 2009 
Case No. PU-401-88-374 
Page 7 of 15



Docket No. E017/D-08-1042

Analyst assigned: Marlon Griffing, Ph.D.

Page 6

Also in Attachment No. 3 of its petition, the Company states that in its latest resource plan

(E017/RP-05-968), it provided information regarding planning for future generation. In the

resource plan, the Company indicates a new resource coming on-line in 2010 from Big Stone II

(Docket No. E017,et.al./CN-05-619). Since then, the commercial operation date of the proposed

Big Stone II facility has been extended to at least 2012. Moreover, approval of the resource plan

has been delayed to coincide with the Big Stone Transmission certificate of need proceeding.

These efforts are still in the permitting and planning stage and do not affect current depreciation

certification. Likewise, transmission issues concerning the Federal Energy Regulatory

Commission (FERC) initiatives on open access and Otter Tail's decision to join the Midwest

Independent System Operator (MISO) continue to evolve. In addition, the Company and other

area utilities have undertaken a joint approach to studying future Minnesota transmission needs

in the CapX 2020 project. These efforts are in planning or application stages and do not affect

current depreciation certification.

E. RESERVE RATIO ANALYSIS

The reserve ratios for the last six years are presented below:

Table 3: Reserve Ratio Analysis

Year

2007

2006

2005

2004

2003

2002

Plant Balance

$ 992,589,947

$896,117,018

$ 875,999,458

$854,901,741

$ 840,666,763

$ 800,705,598

Depreciation

Reserve

$ 443,429,225

$ 431,100,601

$ 411,337,973

$ 398,541,489

$ 388,619,746

$ 378,550,361

Reserve Ratio

44.67%

48.11%

46.96%

46.62%

46.23%

47.28%

Change in

Reserve

$ 12,328,624

$ 19,762,628

$ 12,796,484

$ 9,921,743

$ 10,069,385

Ratio of Reserve Change

to Plant Balance

1.24%

2.21%

1.46%

1.16%

1.20%

The noted investment of $65 million in the Langdon Wind Facility accounts for most of the drop

in the reserve ratio. For most of the period, the reserve ratio had been increasing as the dollar

amounts of plant additions and reserve additions had been of similar magnitude.

F. SALVAGE RATES

Otter Tail performed a review of all accounts using a five-year moving average analysis of the

ratio of realized salvage and removal expense to the associated retirements for the transmission,

distribution, and general plant categories. The study was used to: a) estimate a realized net

salvage rate; b) detect the emergence of historical trends; and c) establish a basis for estimating a

future net salvage rate. Cost of removal and salvage opinions obtained from Company personnel

were blended with judgment and historical net salvage indications in developing estimates of the

future. In addition, future net salvage rates for steam production facilities were informed by the

results of a demolition study conducted for the Company in 2008. OTP has recommended
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changes to the salvage rates of slightly less than half of the accounts. The OES has reviewed

these proposed changes and concludes that they are reasonable as they reflect realistic, well-

supported assumptions.

G. SUMMARY

The OES concludes that the Otter Tail life estimates and salvage percentages are reasonable and

should be accepted for the following reasons:

• The proposed changes in depreciation lives are either supported by Company studies

or are essentially the result of the normal passage of time; and

• The filing is consistent with the Company's current resource plan, Docket No.

E017/RP-05-968).

Furthermore, the sole expected major future retirement or addition, the Ashtabula Wind Center,

has been shown by the Company to likely be similar in remaining life and salvage value to the

existing Langdon Wind Center. Thus, the Company's intent to adopt a 25-year life and zero

salvage value for this addition is reasonable.

Under OTP's proposal, the Company's Minnesota jurisdictional annual depreciation expenses

will decrease by about $244,451 compared with the present accrual. Otter Tail serves about

60,700 customers in Minnesota. Consequently, the net effect of the Company's proposal would

be an annual decrease in depreciation expense of approximately $4.03 per customer (34 cents a

month).

IV. OES RECOMMENDATION

The OES recommends that the Commission:

• certify the proposed service lives, net salvage values, and resulting depreciation rates,

with an effective date of January 1, 2009;

• require Otter Tail to file its next annual depreciation study by September 1, 2013; and

• require Otter Tail in future filings to include a table comparing RP lives and RL for

the purposes of depreciation and explain any differences.

Attachment - Order dated June 1, 2009 
Case No. PU-401-88-374 
Page 9 of 15



Docket No. E017/D-08-1042

Attachment A

Page 1 of4

Acct. No. Account Description

Present Proposed

Remaining Salvage Remaining Salvage

Life Value Life Value

Steam Production

Big Stone

311.00 Structures and Improvements

312.00 Boiler Plant Equipment

314.00 Turbogenerator Units

315.00 Accessory Electric Equipment

316.00 Misc. Power Plant Equipment

Hoot Lake Units 2 and 3

311.00 Structures and Improvements

312.00 Boiler Plant Equipment

314.00 Turbogenerator Units

315.00 Accessory Electric Equipment

316.00 Misc. Power Plant Equipment

Coyote

311.00 Structures and Improvements

312.00 Boiler Plant Equipment

314.00 Turbogenerator Units

315.00 Accessory Electric Equipment

316.00 Misc. Power Plant Equipment

Hydraulic Production

Hoot Lake

331.00 Structures and Improvements

332.00 Reservoirs, Dams, & Waterways

333.00 Water Wheels, Turbines & Generators

334.00 Accessory Electric Equipment

335.00 Misc. Power Plant Equipment

Wright

331.00 Structures and Improvements

332.00 Reservoirs, Dams, & Waterways

333.00 Water Wheels, Turbines & Generators

334.00 Accessory Electric Equipment

335.00 Misc. Power Plant Equipment

Pisgah

331.00 Structures and Improvements

332.00 Reservoirs, Dams, & Waterways

333.00 Water Wheels, Turbines & Generators

334.00 Accessory Electric Equipment

335.00 Misc. Power Plant Equipment

13.26

13.26

13.27

13.26

13.26

10.35

10.36

10.36

10.35

10.36

18.05

18.05

18.05

18.04

18.06

-3.7%

-3.7%

-3.7%

-3.7%

-3.5%

-9.1%

-9.1%

-9.1%

-9.1%

-9.0%

-1.6%

-1.6%

-1.6%

-1.6%

-1.4%

16.14

16.15

16.15

16.14

16.15

11.32

11.33

11.33

11.32

11.33

20.88

20.89

20.89

20.88

20.90

-8.8%

-8.8%

-8.8%

-8.8%

-8.6%

-12.5%

-12.5%

-12.5%

-12.5%

-12.4%

-5.0%

-5.0%

-5.0%

-5.0%

■4.7%

14.20

14.20

14.22

14.23

0.0%

0.0%

0.0%

0.0%

13.24

13.24

13.26

13.26

0.0°/

0.0°/

0.0°/

0.0°/«

14.23

14.21

14.23

14.24

14.23

14.22

14.21

14.24

14.23

14.23

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

13.26

13.25

13.27

13.27

13.26

13.26

13.25

13.27

13.27

13.26

0.0°/c

0.0°/

0.0°/<

0.0°/<

0.0°/

0.0°/<

0.0°/<

0.0°/<

0.0°/<

0.0°/c

All proposed Remaining Life or Salvage Value numbers in Bold Print indicate a change from the present

authorized levels.
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Dayton Hollow

331.00 Structures and Improvements

332.00 Reservoirs, Dams, & Waterways

333.00 Water Wheels, Turbines & Generators

334.00 Accessory Electric Equipment

335.00 Misc. Power Plant Equipment

Taplin Gorge

331.00 Structures and Improvements

332.00 Reservoirs, Dams, & Waterways

333.00 Water Wheels, Turbines & Generators

334.00 Accessory Electric Equipment

335.00 Misc. Power Plant Equipment

Bemidji

331.00 Structures and Improvements

332.00 Reservoirs, Dams, & Waterways

333.00 Water Wheels, Turbines & Generators

334.00 Accessory Electric Equipment

335.00 Misc. Power Plant Equipment

Other Production

Jamestown

341.00 Structures and Improvements

342.00 Fuel Holders and Accessories

343.00 Prime Movers

344.00 Generators

345.00 Accessory Electric Equipment

346.00 Misc. Power Plant Equipment

Jamestown Unit 1

341.00 Structures and Improvements

342.00 Fuel Holders and Accessories

343.00 Prime Movers

344.00 Generators

345.00 Accessory Electric Equipment

346.00 Misc. Power Plant Equipment

Jamestown Unit 2

341.00 Structures and Improvements

342.00 Fuel Holders and Accessories

343.00 Prime Movers

344.00 Generators

345.00 Accessory Electric Equipment

346.00 Misc. Power Plant Equipment

14.21

14.22

14.18

14.23

14.23

14.19

14.22

14.18

14.21

14.23

14.23

14.21

14.23

14.19

14.23

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

Docket No.

13.25

13.25

13.27

13.27

13.26

13.23

13.25

13.22

13.25

13.27

13.27

13.26

13.27

13.23

13.25

E017/D-08-1042

Attachment A

Page 2 of 4

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

12.29

12.29

12.29

12.30

0.0%

0.0%

0.0%

0.0%

11.33

11.32

11.32

11.33

-0.6%

-0.6%

-0.6%

-0.6%

12.29 0.0% 11.33 -0.6%

12.29

12.29

12.29

12.29

12.29

12.30

12.29

12.29

12.30

12.29

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

11.33

11.32

11.32

11.32

11.33

11.33

11.32

11.32

11.33

11.33

-0.6%

■0.6%

-0.6%

-0.6%

-0.6%

-0.6%

-0.6%

-0.6%

-0.6%

-0.6%

All proposed Remaining Life or Salvage Value numbers in Bold Print indicate a change from the present

authorized levels.
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Lake Preston

341.00 Structures and Improvements

342.00 Fuel Holders and Accessories

343.00 Prime Movers

344.00 Generators

345.00 Accessory Electric Equipment

346.00 Misc. Power Plant Equipment

Langdon Wind Generation

341.00 Structures and Improvements

342.00 Fuel Holders and Accessories

343.00 Prime Movers

344.00 Generators

345.00 Accessory Electric Equipment

346.00 Misc. Power Plant Equipment

Solway Combustion Turbine

341.00 Structures and Improvements

342.00 Fuel Holders and Accessories

343.00 Prime Movers

344.00 Generators

345.00 Accessory Electric Equipment

346.00 Misc. Power Plant Equipment

Fergus Falls Control Center

341.00 Structures and Improvements

342.00 Fuel Holders and Accessories

343.00 Prime Movers

344.00 Generators

345.00 Accessory Electric Equipment

346.00 Misc. Power Plant Equipment

Transmission

353.00 Station Equipment

354.00 Towers and Fixtures

355.00 Poles and Fixtures

356.00 Overhead Conductors and Devices

358.00 Underground Conductors and Devices

12.29

12.29

12.29

12.29

12.29

0.0%

0.0%

0.0%

0.0%

0.0%

Docket No.

11.32

11.32

11.32

11.32

11.32

E017/D-08-1042

Attachment A

Page 3 of4

-0.9%

-0.9%

-0.9%

-0.9%

-0.9%

22.79 0.0%

24.50

21.85

0.0%

30.25

30.25

30.25

30.25

30.25

0.0%

0.0%

0.0%

0.0%

0.0%

29.32

29.33

29.32

29.32

29.33

-0.1%

-0.1%

-0.1%

-0.1%

-0.1%

0.0%

31.09

28.91

37.30

39.10

11.53

-5.0%

-10.0%

-25.0%

-10.0%

-5.0%

48.47

42.89

45.98

43.04

7.37

-5.0%

-10.0%

-50.0%

-30.0%

-5.0%

All proposed Remaining Life or Salvage Value numbers in Bold Print indicate a change from the present

authorized levels.
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Distribution

362.00 Station Equipment

364.00 Poles, Towers, and Fixtures

365.00 Overhead Conductors and Devices

366.00 Overhead Conduit

367.00 Underground Conductors and Devices

368.00 Line Transformers

369.00 Overhead Services

369.10 Underground Services

370.00 Meters

370.10 Load Management Switches

370.20 Interruption Monitors

371.20 Other Private Lighting

373.00 Street Lighting and Signal Systems

General Plant

390.00 Structures and Improvements

390.10 General Office Buildings

390.20 Fleet Service Center Building

390.30 Central Stores Building

391.00 Office Furniture

391.10 Office Equipment

391.20 Duplicating Equipment

391.50 Computer Systems

391.60 Computer-Related Equipment

393.00 Stores Equipment

394.00 Tools, Shop, and Garage Equipment

394.20 Automated Meter-Reading Equipment

395.00 Laboratory Equipment

396.00 Power-Operated Equipment

397.00 Communication Equipment

397.10 Radio Telecommunication Equipment

397.20 Microwave Equipment

397.30 Radio Load Control Equipment

397.40 Communication Towers

24.50

42.58

40.28

27.91

22.19

24.96

28.88

27.79

23.92

16.64

6.52

12.64

8.74

32.30

13.26

13.26

22.76

5.0%

-50.0%

-40.0%

0.0%

-5.0%

-5.0%

-100.0%

-30.0%

0.0%

0.0%

0.0%

10.0%

-5.0%

10.0%

-0.2%

-0.2%

-0.3%

Docket No. E017/D-08-1042

27.50

47.17

40.73

26.98

21.35

23.47

30.58

32.34

21.77

12.12

Attachment A

Page 4 of4

5.0%

-75.0%

-100.0%

0.0%

-5.0%

50.0%

-150.0%

-20.0%

0.0%

0.0%

5-Year Amortization

16.74

10.31

36.34

21.84

17.09

26.49

10.0%

-5.0%

10.0%

-5.0%

-5.0%

-5.0%

15-Year Amortization

10-Year Amortization

10-Year Amortization

5-Year Amortization

5-Year Amortization

15-Year Amortization

15-Year Amortization

15-Year Amortization

15-Year Amortization

5.52 20.0%

15-Year Amortization

10-Year Amortization

15-Year Amortization

10-Year Amortization

10.23 5.0%

15-Year Amortization

10-Year Amortization

10-Year Amortization

5-Year Amortization

5-Year Amortization

15-Year Amortization

15-Year Amortization

15-Year Amortization

15-Year Amortization

16.02 5.0%

15-Year Amortization

10-Year Amortization

15-Year Amortization

10-Year Amortization

14.48 5.0%

All proposed Remaining Life or Salvage Value numbers in Bold Print indicate a change from the present

authorized levels.
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STATE OF MINNESOTA)

)SS

COUNTY OF RAMSEY )

AFFIDAVIT OF SERVICE

I, Robin Benson, being first duly sworn, deposes and says:

That on the 1st day of June. 2009 she served the attached

ORDER.

MNPUC Docket Number: E-017/D-08-1042

XX

XX

XX

By depositing in the United States Mail at the City of St.

Paul, a true and correct copy thereof, properly enveloped

with postage prepaid

By personal service

By inter-office mail

to all persons at the addresses indicated below or on the attached list:

Christopher Fittipaldi

Docketing - OES

Julia Anderson - OAG

John Lindell- OAG

Subscribed and sworn to before me,

is / —a notary public, this day of

.2009

MARYJOJASICKI
NOTARY PUBLIC-MINNESOTA

MY COMMISSION EXPIRES.
JANUARY 31,2010 J

Notai
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Case No. PU-401-88-374 
Page 14 of 15



E017/D-08-1042, ListlD# 1 Otter Tall Power Company: In the Matter of a Request for Approval of the Company's Five-Year Depreciation

10:

MNPUC

Burl W. Haar

MN Public Utilities Commission

Suite 350

121 7th Place East

St. Paul MN 55101-2147

20:

Dept. of Commerce

Sharon Ferguson

MN Department Of Commerce

Suite 500

85 7th Place East

St. Paul MN 55101-2198

30:

Inter-Office Mail

Julia Anderson

MN Office Of The Attorney General

1400 BRM Tower

445 Minnesota Street

St. Paul MN 55101-2131

John Lindell

OAG-RUD

900 BRM Tower

445 Minnesota Street

St. Paul MN 55101-2130

40:

Regular Postal Mail

Loyal K. Demmer

Otter Tail Power Co.

215 South Cascadw St.

PO Box 496

Fergus Falls MN 56538-0496

Bruce Gerhardson

Otter Tail Corporation

P.O. Box 496

215 South Cascade Street

Fergus Falls MN 56538-0496

printed 5/29/2009 @ 3:35:17 PM
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

David Boyd

J. Dennis O'Brien

Phyllis Reha

Thomas Pugh

Betsy Wergin

Chair

Commissioner

Commissioner

Commissioner

Commissioner

Loyal K. Demmer

Depreciation Accountant

Otter Tail Power Company

215 South Cascade Street

P.O. Box 496

Fergus Falls, MN 56538-0496

SERVICE DATE: June 15, 2009

DOCKET NO. E-017/D-08-1042

In the Matter of Otter Tail Power Company's Request for Approval of its Five Year Depreciation

Study - Amendment of Commission Order dated June 1, 2009. .

The above entitled matter has been considered by the Commission and the following disposition

made:

Amended item #2 to read:

2. Require Otter Tail Power to file its next annual depreciation study by

September 1, 2009

This decision is issued by the Commission's consent calendar subcommittee, under a

delegation of authority granted under Minn. Stat. § 216A.03, subd. 8 (a). Unless a party, a

participant, or a Commissioner files an objection to this decision within ten days of

receiving it, it will become the Order of the full Commission under Minn. Stat. § 216A.03,

subd. 8 (b).

BY ORDER OF THE COMMISSION

Burl W. Haar

Executive Secretary

(SEAL)

This document can be made available in alternative formats (i.e. large print or audio tape) by

calling 651.201.2202 (voice). Persons with hearing or speech disabilities may call us through

Minnesota Relay at 1.800.627.3529 or by dialing 711.

Attachment - Order dated June 15, 2009 
Case No. PU-401-88-374 
Page 1 of 5



Minnesota Public Utilities Commission
Staff Briefing Papers

Meeting Date: June 25, 2009 Agenda Item #_

Company: Otter Tail Power Company

Docket No. E017/D-08-1042

In the Matter of Otter Tail Powers Company's Request for Approval of

its Five Year Depreciation Study

Issue(s): Amendment to Commission Order dated June 1, 2009

Staff: Christopher Fittipaldi 651.201.2232

Relevant Documents

Commission Order June 1, 2009

The attached materials are workpapers of the Commission Staff. They are intended for

use by the Public Utilities Commission and are based upon information already in the

record unless noted otherwise.

This document can be made available in alternative formats (i.e., large print or

audio tape) by calling (651) 201-2202 (voice). Citizens with hearing or speech

disabilities may call us through Minnesota Relay at 1-800-627-3529 or by dialing

711.

June 10,2009

Attachment - Order dated June 15, 2009 
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StaffBriefing Papers for E017/D-0H-1042 on June 25, 2009 Page I

Statement ofthe Issue

Amendment to Commission Order dated June 1, 2009

Background

On June 1, 2009 the Commission issued an Order for Otter Tail Power's Request for Approval

for its Five Year Depreciation Study, Docket No. E-017/D-08-1042. In the Order, the

Commission adopted the recommendation of the OES as follows:

1. Certify the proposed service lives, net salvage values, and resulting depreciation rates,

with an effective date of January 1, 2009;

2. Require Otter Tail to file its next annual depreciation study by September 1,2013; and

3. Require Otter Tail in future filings to include a table comparing RP lives and RL for

the purposes of depreciation and explain and differences.

Item #2 above is incorrect. Otter Tail Power's next annual depreciation study is due by

September 1, 2009; and their next 5-year Depreciation Study is due on September 1, 2013.

This date error was an oversight by Staff and the OES. Staff recommends the date on this Order

be amended to properly reflect the date of September 1, 2013 for the 5-year Depreciation Study.

Further, Staff notes for the record, the date of September 1, 2009 is the due date for the Annual

Depreciation Review Study.

Recommendation

Amend item #2 above to read:

2. Require Otter Tail Power to file its next annual depreciation study by September 1,

2009

Attachment - Order dated June 15, 2009 
Case No. PU-401-88-374 
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STATE OF MINNESOTA)

)SS

COUNTY OF RAMSEY )

AFFIDAVIT OF SERVICE

I, Robin Benson, being first duly sworn, deposes and says:

That on the 15th day of June, 2009 she served the attached

ORDER.

MNPUC Docket Number: E-017/D-08-1042

XX By depositing in the United States Mail at the City of St.

Paul, a true and correct copy thereof, properly enveloped

with postage prepaid

XX By personal service

XX By inter-office mail

to all persons at the addresses indicated below or on the attached list:

Christopher Fittipaldi

Docketing - OES

Julia Anderson - OAG

John Lindell-OAG

\*

Subscribed and sworn to before me,

a notary public, this /£ ^dav of

MAHYJOJASICKI
, 2009 >Bf&sJ*3 NOTARY PUBUC-MINNESOTA
^ J - f%€SSy|MY COMMISSION EXPIRES

/ i „ .. A. 9 JANUARY 31,2010

Public U
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E017/D-08-1042, ListlD#1 Otter Tail Power Company: In the Matter of a Request for Approval of the Company's Five-Year Depreciation

10:

MNPUC

Burl W. Haar

MN Public Utilities Commission

Suite 350

121 7th Place East

St. Paul MN 55101-2147

20:

Dept. of Commerce

Sharon Ferguson

MN Department Of Commerce

Suite 500

85 7th Place East

St. Paul MN 55101-2198

30:

Inter-Office Mail

Julia Anderson

MN Office Of The Attorney General

1400 BRM Tower

445 Minnesota Street

St. Paul MN 55101-2131

John Lindell

OAG-RUD

900 BRM Tower

445 Minnesota Street

St. Paul MN 55101-2130

40:

Regular Postal Mail

Loyal K. Demmer

Otter Tail Power Co.

215 South Cascadw St.

PO Box 496

Fergus Falls MN 56538-0496

Bruce Gerhardson

Otter Tail Corporation

P.O. Box 496

215 South Cascade Street

Fergus Falls MN 56538-0496

printed 6/12/2009 @ 1:54:39 PM
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