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April 16, 2014 
 
 
Darrell Nitschke 
Executive Secretary/Director of Administration 
North Dakota Public Service Commission 
State Capitol 
600 East Boulevard, Dept. 408 
Bismarck, ND  58505-0408 
 
RE: Case No. PU-401-88-374, Annual Depreciation Rates 
 Amended PSC Order dated June 23, 1992 
 Compliance Filing 
 
Dear Mr. Nitschke: 
 
Pursuant to the above-referenced order, I am enclosing Minnesota Public Utilities Commission 
(“MPUC”) Order dated April 7, 2014, certifying proposed service lives, net salvage values, and 
resulting depreciation rates.  This Order certifies depreciation rates and methods based on Otter Tail’s 
most recent Five-Year depreciation study.  A summary of key decision items is provided on the first 
page of the Order. The rates are effective January 1, 2014.  A copy of Otter Tail’s initial Five-Year 
Review of Depreciation Certification filing (“Initial Filing”) submitted to the MPUC on September 3, 
2013 is also enclosed in this compliance filing.  Attachment 2 of this Initial Filing lists the remaining 
lives and net salvage or amortization period that was requested to be certified.   
 
Also included with this filing is a worksheet, identified as Statement B.  Statement B shows the total 
estimated impact on North Dakota of changes in depreciation rates.   Page 2 of Statement B shows this 
impact to be a decrease in annual expense of $338,459.   
 
An electronic copy of this filing is being sent to you at dnitschk@nd.gov and to ndpsc@nd.gov.   
These items are filed for your information.  If you have any questions, please contact me at  
218-739-8279 or stommerdahl@otpco.com.  
 
Very truly yours, 
 
/s/ STUART TOMMERDAHL 
Stuart Tommerdahl 
Manager Regulatory Administration 
 
jce 
Enclosures 
By electronic filing and U.S. Mail   

john
Text Box
1    PU-14-220    Filed 04/16/2014     Pages: 174
        Notice of Change in Depreciation Rate 
        Otter Tail Power Company
        Stuart Tommerdahl



 
 
 
 
 

 

 
Minnesota Public Utilities 

Commission Order 
Dated April 7, 2014 

 
Docket No. E017/D-13-795 



BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 

Beverly Jones Heydinger Chair 

David Boyd Commissioner 

Nancy Lange Commissioner 

Dan Lipschultz Commissioner 

Betsy Wergin Commissioner 

Loyal K. Demmer, CMA 

Depreciation Accountant 

Otter Tail Power Company 

215 South Cascade Street 

PO Box 496 

Fergus Falls, MN 56538-0496 

SERVICE DATE:  April 7, 2014 

DOCKET NO.  E-017/D-13-795

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 Company shall keep the current retirement date of the Big Stone plant at 14.2 

years.  

Approved the Company’s proposed life extension of Coyote Station from 19.0 years 

to 27.4 years. 

Allowed the Company to decrease the remaining life of Hoot Lake from 10.4 years to 

7.4 years.  

Approved the Company’s proposed changes to include the terminal salvage value in 

the calculation of salvage rates for the following General Plant Accounts: 390.10 

General Office Building, 390.20 Fleet Service Center Building & 390.30 Central 

Stores Building.  

Approved the effective date of January 1, 2014. 

The Company shall file its next annual depreciation study on or before September 1, 

2014. 

The Company shall file its next five year depreciation study on or before September 

1, 2018.  

The Company shall provide in its first depreciation filing that includes new peaking 

generators, a comparison of the last rate case’s short term peaking capacity costs to 

the peaking plant capacity costs of the new generators.  



The Company shall include in future depreciation filings a table comparing asset 

lives used for the purposes of the Company’s resource planning with the remaining 

lives proposed in the depreciation filings and explain any differences. 

 

 

The Commission agrees with and adopts the recommendations of the Department of Commerce, 

which are attached and hereby incorporated into the Order.  This Order shall become effective 

immediately. 

 

BY ORDER OF THE COMMISSION 

 

 

 

Burl W. Haar 

Executive Secretary 

 

 

This document can be made available in alternative formats e.g., large print or audio) by calling 

651.296.0406 (voice). Persons with hearing loss or speech disabilities may call us through their 

preferred Telecommunications Relay Service. 
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March 3, 2014 
 
 
Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota  55101-2147 
 
RE: Response Comments of the Minnesota Department of Commerce, Division of 

Energy Resources 
Docket No. E017/D-13-795 

 
Dear Dr. Haar: 
 
Attached are the Response Comments of the Minnesota Department of Commerce, Division of 
Energy Resources (Department) in the following matter: 
 

Otter Tail Power Company’s (OTP’s) 2013 Five-Year Review of Depreciation 
Certification. 

 
The Department recommends approval, with modifications, and is available to answer any 
questions the Minnesota Public Utilities Commission may have.  
 
Sincerely, 
 
 
 
/s/ CRAIG ADDONIZIO 
Financial Analyst 
 
CA/lt 
Attachment 



 

 
 
 
 

BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 
 

COMMENTS OF THE 
MINNESOTA DEPARTMENT OF COMMERCE 

DIVISION OF ENERGY RESOURCES 
 

DOCKET NO. E017/D-13-795 
 
 
 
I. SUMMARY OF FILING 
 
On September 3, 2013, Otter Tail Power Company (Otter Tail or the Company) filed its 2013 
Five-Year Review of Depreciation Certification Petition (2013 Depreciation Petition) in which it 
proposed numerous changes to the remaining lives and salvage rates of its production facilities, 
as well as changes to the depreciation parameters and rates of many of its transmission, 
distribution, and general plant accounts.  If approved, the net effect of the changes proposed in 
the 2013 Depreciation Petition would be a reduction in annual depreciation expense of $3.0 
million, or 7.46 percent. 
 
On January 17, 2014, the Minnesota Department of Commerce, Division of Energy Resources 
(the Department) filed Comments in which it recommended approval of most of the proposed 
changes, but recommended that the Company delay a proposed life extension for its Big Stone 
plant, and requested additional information regarding the proposed salvage rates for three general 
plant accounts. 
 
On February 18, 2014, Otter Tail filed Reply Comments in which it accepted the Department’s 
recommendation regarding Big Stone’s remaining life, and provided the information requested 
by the Department regarding the proposed salvage rates for the three general plant accounts. 
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II. DEPARTMENT ANALYSIS 
 
A. REMAINING LIFE OF BIG STONE 
 
In the 2013 Depreciation Petition, Otter Tail proposed to extend the remaining life of its Big 
Stone plant by 17.8 years, from 14.2 to 32.0, pursuant to the installation of an Air Quality 
Control System (AQCS), which is expected to be placed in service in late 2015.  As stated in its 
Comments, the Department prefers that life extensions resulting from capital projects be delayed 
until the projects are placed in service, and recommended that the Minnesota Public Utilities 
Commission (Commission) require the Company to retain its current anticipated year of final 
retirement of 2027, which would result in a remaining life of approximately 14.2 years.  The 
Department stated that Otter Tail can propose a life extension for Big Stone in its next 
depreciation study, at which time the Department and the Commission can reevaluate the 
progress of the AQCS project and its expected in-service date. 
 
In its Reply Comments, Otter Tail stated that it accepts the Department’s recommendation. 
 
As explained in the Department’s Comments, the change in Big Stone’s remaining life also 
impacts its salvage rates.  Attachment A to Otter Tail’s Reply Comments contains Big Stone’s 
salvage rates recalculated using the Department’s recommended remaining life.  The Department 
reviewed the new salvage rates and concludes that they are reasonable. 
 
B. SALVAGE RATES OF ACCOUNTS 390.10, 390.20, AND 390.30 

 
In the 2013 Depreciation Petition, Otter Tail proposed significant changes to the salvage rates of 
General Plant Accounts 390.10, 390.20, and 390.30, summarized in the table below.   
 

Table 1 
Proposed Salvage Rate Changes 

Depreciation Expense
Account Salvage Rate (Total Company)

No. Description Current Proposed Current Proposed Difference

390.10 General Office Buildings -5.00% 51.20% 204,846$    24,360$      (180,486)$   
390.20 Fleet Service Center Building -5.00% 38.60% 29,753       1,875         (27,878)      
390.30 Central Stores Building -5.00% 95.50% 96,433       (83,549)      (179,982)    

Total 331,032$    (57,314)$    (388,346)$   

Source: 2013 Depreciation Petition  
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As described in the Department’s Comments, the salvage rates for Accounts 390.10, 390.20, and 
390.30, are developed using a method similar to the method used to develop the salvage rates for 
Company’s production plants.  In short, the property in each of these three accounts is comprised 
of a single facility, and Otter Tail derives an estimate of the costs it would incur if it retired each 
facility today.  Otter Tail then inflates those cost estimates at a rate of two percent per year to the 
anticipated year of final retirement (AYFR).  The resulting inflated cost estimate, with a small 
adjustment for interim retirements, is then divided by the account’s plant balance, yielding the 
salvage rate. 
 
As described in the Department’s Comments, Otter Tail assumed in its 2013 Depreciation 
Petition that the most likely terminal scenario for these facilities is that they will be sold as 
working units, rather than retired and demolished.  The Company therefore used each property’s 
assessed property tax valuation as the cost it would incur if it retired and sold the facilities today 
(which in this case is a negative cost, or a benefit), and inflated those property tax valuations to 
each facility’s AYFR. 
 
In its Comments, the Department stated that it was unable to determine exactly what changes to 
Otter Tail’s policies or assumptions caused the large changes in the proposed salvage rates, and 
requested that the Company provide additional information in Reply Comments.   
 
In its Reply Comments, Otter Tail stated that, historically, the salvage rates for these accounts 
have reflected only interim retirements, but did not reflect any expected salvage at final 
retirement.  While preparing the 2013 Depreciation Petition, Otter Tail determined that this 
practice was no longer accurate and reassessed the final retirement scenarios for these facilities, 
as described above, ultimately resulting in the changes shown in Table 1. 
 
The Department notes that while the proposed change negatively impacts ratepayers, a five-year 
depreciation study is an appropriate time for the Company to reassess its assumptions regarding 
the final retirement scenarios of these facilities.  Based on the information provided in the 
Company’s Reply Comments, the Department concludes that the proposed salvage rates 
represent the Company’s best predictions regarding the future of these facilities, and that they are 
reasonable. 
 
 
III. CONCLUSION 
 
The Department recommends that the Commission: 
 

1.) Approve the proposed service lives, salvage values and depreciation rates from Otter 
Tail’s 2013 Depreciation Petition, except for the lives and salvage rates proposed for 
the Big Stone plant; 

2.) Approve the lives and salvage rates proposed for the Big Stone plant contained in 
Attachment A to the Company’s Reply Comments; 
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3.) Require Otter Tail to provide a comparison of its last rate case’s short-term peaking 
capacity costs to the peaking capacity costs of the new generators once Otter Tail 
decides on the peaking option it will pursue; 

4.) Require Otter Tail to file its next annual depreciation study by September 1, 2014; 
5.) Require OTP to file its next five-year depreciation study by September 1, 2018; and 
6.) Require OTP to include in future depreciation filings a table comparing asset lives 

used for the purposes of the Company’s resource planning with the remaining lives 
proposed in the depreciation filings, explaining any differences. 

 
 
/lt 
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January 17, 2014 PUBLIC DOCUMENT 
 
 
Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota  55101-2147 
 
RE: PUBLIC Comments of the Minnesota Department of Commerce, Division of Energy 

Resources 
Docket No. E017/D-13-795 

 
Dear Dr. Haar: 
 
Attached are the PUBLIC Comments of the Minnesota Department of Commerce, Division of 
Energy Resources (Department) in the following matter: 
 

Otter Tail Power Company’s (OTP’s) 2013 Five-Year Review of Depreciation 
Certification. 

 
The petition was filed on September 3, 2013 by: 
 

Loyal K. Demmer, CMA 
Depreciation Accountant 
Otter Tail Power Company 
215 South Cascade Street 
PO Box 496 
Fergus Falls, MN 56538-0496 

 
The Department requests that OTP provide additional information in reply comments. 
 
Sincerely, 
 
 
 
/s/ CRAIG ADDONIZIO 
Financial Analyst 
 
CA/lt 
Attachment
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 
 

PUBLIC COMMENTS OF THE 
MINNESOTA DEPARTMENT OF COMMERCE 

 
DOCKET NO. E017/D-13-795 

 
 
 
I. SUMMARY OF FILING 

On September 3, 2013, Otter Tail Power Company (OTP or the Company) filed its 2013 Five-
Year Review of Depreciation Certification Petition (2013 Depreciation Petition or petition).  
OTP is requesting approval of changes to the lives and salvage rates of a number property 
accounts.  The net effect of the proposed changes is a reduction in annual depreciation expense 
of $3.0 million, or 7.46 percent, as summarized in Table 1. 
 

Table 1 
Summary of Proposed Depreciation Rates and Resulting Accruals 

Accrual Rate Annual Accrual
Function Current Proposed Difference Current Proposed Difference

[A] [B] [C] [D] = [C] - [B] [E] [F] [G] = [F] - [E]

Production
Steam 2.81% 2.23% -0.58% $9,953,462 $7,886,925 ($2,066,537)
Hydraulic 5.12% 7.21% 2.09% 283,711       399,857       116,146       
Other 3.91% 4.09% 0.18% 11,998,703   12,546,381   547,678       

Transmission 1.96% 1.74% -0.22% 5,076,438     4,494,628     (581,810)      
Distribution 2.69% 2.53% -0.16% 10,896,710   10,215,847   (680,863)      
General Plant 5.24% 4.48% -0.76% 2,584,578     2,207,131     (377,447)      

Total Utility 2.96% 2.74% -0.22% $40,793,602 $37,750,769 ($3,042,833)

Source:  Petition, Attachment 1, Page 3
  

 



Docket No. E017/D-13-795 PUBLIC DOCUMENT 
Analyst assigned:  Craig Addonizio 
Page 2 
 
 
 
The Company requested an effective date of January 1, 2014 for its proposed depreciation 
parameters. 
 
 
II. DEPARTMENT ANALYSIS 
 
The Minnesota Department of Commerce, Division of Energy Resources (Department) 
examined OTP’s petition for compliance with filing requirements and previous Minnesota Public 
Utilities Commission (Commission) Orders, and for the reasonableness of the proposed 
remaining lives, salvage rates, and depreciation accruals. 
 
A. DEPRECIATION RULES 
 
Minnesota Statutes Section 216B.11 and Minnesota Rules, parts 7825.0500-7825.0900 require 
public utilities to seek Commission approval of their depreciation practices.  Utilities must also 
file depreciation studies at least once every five years and must use straight-line depreciation 
unless the utility can justify a different method.  When utilities use the average service life 
technique to depreciate group property accounts, life and salvage factors, as well as the resulting 
depreciation rates, remain unchanged between studies.  When companies choose the remaining-
life technique for depreciating group property accounts, the underlying life and salvage factors 
may not change, but depreciation rates are adjusted annually to reflect the passage of time on 
remaining lives, as well as the impact of plant additions and retirements.  Annual depreciation 
study updates are required when the remaining-life technique is employed to allow the 
Commission the opportunity to approve changes in depreciation rates. 
 
With the exception of certain selected General Plant accounts and one Distribution Plant account 
for which the Company used amortization accounting, OTP uses a remaining-life accounting 
method and, as a result, must file annual depreciation study updates. 
 
B. REASONABLENESS OF PROPOSED DEPRECIATION PARAMETERS 

 
1. Production Plant 

 
a. Remaining Lives 

 
i. Big Stone 

 
In its petition, OTP proposed to extend the remaining life of its Big Stone plant by 17.8 years, 
from 14.2 to 32.0, with an anticipated year of final retirement (AYFR) of 2046.  The proposed 
life extension will lower OTP’s overall depreciation expense by approximately $2.2 million per 
year.1  The co-owners of Big Stone are currently installing an Air Quality Control System   

1 See Petition, Attachment 1, Statement B 
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(AQCS) in order to reduce emissions of sulfur dioxide and nitrogen oxide and bring the plant 
into compliance with the U.S. Environmental Protection Agency’s Regional Haze Rule.  The  
project received an Advanced Determination of Prudence from the Commission in an Order 
dated January 23, 2012 in Docket No. E017/M-10-1082.  On December 18, 2013, the 
Commission issued an Order in Docket No. E017/M-13-648 approving OTP’s Environmental 
Cost Recovery (ECR) rider, through which OTP has started to recover a significant portion of the 
costs of the AQCS project.2  In its petition in that Docket, OTP stated that the total cost estimate 
of the project is $405 million (OTP’s share of the project is estimated to be $221.5 million and 
the Minnesota jurisdictional share is estimated to be $112 million), and OTP expects the project 
to be placed in service in late 2015. 
 
In its response to Department Information Request (IR) No. 5, OTP stated that it is appropriate to 
extend Big Stone’s life now, because even though the AQCS project is not yet in service, the 
decision to install it has current effects on the existing plant balance, which is now being 
managed under the expectation that it will operate under the new remaining life.3  OTP stated, 
“The expectation that the balance of plant will operate under the new remaining life timeline 
commences at the time the Owners commit to construct the AQCS (i.e., upon issuing the Full 
Notice to Proceed on the AQCS project) and not at the time the AQCS asset is commissioned 
into service.  The balance of plant remaining life reflects what we know its remaining life to be 
at the time of filing.”  OTP also stated that as of September 30, 2013, Big Stone’s owners had 
invested 27 percent of the total cost of the AQCS project. 
 
The Department agrees that the AQCS project will result in a life extension for Big Stone, but 
questions whether that extension should take place now or in the future.  Generally, the 
Department prefers that life extensions resulting from capital projects be delayed until the 
projects are placed in service, or are close to being placed in service.  In this case, the 
depreciation parameters the Commission eventually approves in this Docket will take effect 
January 1, 2014, nearly two years before the AQCS project is expected to be placed in service, 
and therefore nearly two years before OTP’s ratepayers will receive any operational benefits 
from the project.  If the Commission were to approve the requested life extension for Big Stone 
in this Docket, OTP would enjoy the benefits of lower depreciation expense without a 
corresponding decrease in rates beginning January 1, 2014, and OTP’s ratepayers would not 
receive any of the financial benefits of the life extension unless and until the Company files a 
rate case which reflects the new, longer life.  Further, as noted above, OTP is beginning to 
recover the costs of the AQCS project through its ECR rider.  Therefore, if the Commission were 
to approve the requested life extension, the Company would accrue all of the benefits of the 
lower depreciation expense while at the same time recovering some of the costs of the 
project.  The Department acknowledges that this simultaneous allocation of benefits to the 
Company and costs to its customers is somewhat unavoidable, but notes that the negative 
impacts on ratepayers can be minimized by timing Big Stone’s life extension   

2 See Docket No. E017/M-13-648 
3 See Department Attachment No. 1 
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appropriately.  Therefore, the Department concludes that the life extension for Big Stone should 
be delayed until the AQCS project is in service, or close to being in service. 
 
The Department recommends that the Commission require OTP to retain its current AFYR of 
2027, which would result in a remaining life of approximately 14.2 years.  OTP can propose a 
life extension for Big Stone in its next depreciation study, at which time the Department and the 
Commission can reevaluate the progress of the AQCS project and its expected in-service date. 
 

ii. Coyote Station 
 

In its petition, OTP proposed to extend the remaining life of Coyote Station by 8.4 years, from 
19.0 years to 27.4 years, with an AYFR of 2041.  The proposed extension would lower OTP’s 
depreciation expense by approximately $0.7 million per year.  In its response to IR No. 4, OTP 
stated that the proposed remaining life extension was prompted by the execution of a new, 25-
year coal contract, signed in 2012, which commences in 2016 and expires in 2041.4  OTP stated 
in its response to IR No. 11, part c, that the decision to pursue a 25-year coal contract was based 
on several factors, including expected life durations of plants similar to Coyote, the condition of 
the major components of Coyote, and the operational performance of the facility. 5   
 
In its response to IR No. 11, OTP described its maintenance and capital investment program 
considered to be “normal operations” for Coyote, including routine items that occur frequently 
and at regular intervals during a plant’s life and non-routine items that are expected but occur 
infrequently, perhaps only once during a plant’s life.  In its response to IR No. 4, OTP explained 
that, beyond normal levels of maintenance and replacement, OTP anticipates that two capital 
investments will be necessary for Coyote to achieve the proposed remaining life, both related to 
new environmental regulations.  First, OTP is planning a capital project in 2014 to bring Coyote 
Station into compliance with the Mercury and Air Toxics Standards (MATS) at a total cost of 
[TRADE SECRET DATA HAS BEEN EXCISED].6  Second, OTP is planning a capital 
project to be completed by mid-2018 pursuant to North Dakota’s State Implementation Plan for 
the EPA’s Regional Haze Rule.  OTP stated that detailed cost estimates are not yet available, but 
the project’s budgetary estimated total cost is [TRADE SECRET DATA HAS BEEN 
EXCISED]. 
 
Based on these IR responses, the Department agrees that it is reasonable to expect Coyote to 
operate beyond its currently assumed retirement year of 2032, but similar to Big Stone, questions 
the timing of the proposed life extension.  As noted in the Department’s discussion of Big 
Stone’s remaining life, the Department generally prefers to wait until life-extending capital 
projects are placed into service to extend plant lives, and Coyote has two planned future projects, 
the larger of which will not be completed for at least four years.  Based on this logic, the   

4 See Department Attachment No. 2 
5 See Department Attachment No. 3 
6 OTP has a 35 percent ownership share of Coyote Station. 
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Department would prefer to wait until the second project is placed in service, or is close to being 
placed in service, before extending Coyote’s life.  The Department notes, however, the 
significant difference between the cost of Big Stone’s AQCS project and the cost of Coyote’s 
two planned projects.  The cost of the AQCS project is greater than original cost of Big Stone, 
whereas the two planned Coyote projects represent only a small percentage of the original cost of  
Coyote.  Projects the size of the AQCS project are rarer and more significant than projects the 
size of Coyote’s planned projects, and thus require a higher level of scrutiny with respect to the 
plant’s remaining life.  Capital projects the size of Coyote’s planned projects are more frequent 
and much closer to a normal level of investment and maintenance expense, and thus arguably 
deserve a lesser role in determining a plant’s remaining life than an engineering assessment. 
 
Ultimately, because of the small size of the two planned capital projects and the fact that the 
Company’s engineering assessment of the Coyote Station indicates a longer life for the plant, the 
Department concludes that it is reasonable to extend Coyote’s life in this Docket. 
 

iii. Hoot Lake Plant Unit 2 and 3 
 

In its petition, OTP proposed to shorten the remaining life of the Hoot Lake Plant, Units 2 and 3 
from 10.4 years to 7.4 years, with an AYFR of 2020. 
 
In the Company’s most recent Integrated Resource Plan (the 2010 IRP) Docket, (Docket No. 
E015/RP-10-623), the Company conducted a Baseload Diversification Study with a specific 
focus on evaluating retirement and repower options for the Hoot Lake Plant.7  The Company 
proposed a plan to retrofit Hoot Lake units 2 and 3 in 2015 to comply with MATS, and then 
retire both units in 2020.  The Commission’s March 25, 2013 Order in the 2010 IRP Docket 
approved OTP’s proposed plan.  The Company’s proposed AFYR (and the corresponding 
remaining life) for Hoot Lake units 2 and 3 is consistent with the Commission’s Order; therefore, 
the Department concludes that it is reasonable. 
 

iv. Other Production Plant 
 

For its hydraulic production units, OTP proposed remaining life reductions of one year to reflect 
the passage of time. 
 
The Department notes that OTP proposed a change in the depreciation method for its wind units.  
Briefly, OTP currently calculates depreciation expense for its wind facilities in a manner similar 
to the manner in which it calculates depreciation expense for its transmission, distribution, and 
general plant.  Property is assumed to have a certain average service life beginning at its in-
service date, and the overall remaining life of each wind facility is, essentially, calculated as a 
weighted average of the remaining lives of the property installed at the facility, grouped by 
vintage.  

7 The Company’s Baseload Diversification Study was filed on October 3, 2012. 
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In its petition, the Company proposed to begin calculating depreciation expense for its wind 
facilities in a manner similar to the manner in which it calculates depreciation expense for its 
other production plant.  Now that OTP has several years of experience operating wind farms and 
has collected several years of retirement data, OTP proposed to utilize an anticipated year of 
final retirement (AFYR), along with an adjustment for expected interim retirements, to calculate 
the remaining life of its wind facilities. 
 
For the Company’s Ashtabula Wind facility, for example, the Company is no longer assuming 
that associated property will last, on average, 25 years from its installation date, as it has in past 
depreciation filings.  Rather, OTP is now assuming that the facility as a whole will be taken out 
of service in 2033, and that a small amount of property will be retired and replaced prior to 2033.  
The remaining life of each property account associated with the Ashtabula Wind facility is 
calculated as the amount of time from the date of the depreciation study (12/31/2012) to the 
AFYR (6/30/2033), with a small downward adjustment to reflect anticipated interim retirements.  
The Department notes that the effects of this change in methodology are minor and concludes 
that the proposed remaining lives for OTP’s wind facilities are reasonable. 
 
Additionally, OTP proposed to extend the lives of its Jamestown and Lake Preston units by one 
year, pursuant to the Generating Assets Remaining Life Policy.  The Department recommends 
that the Commission approve OTP’s proposed remaining lives for these two plants.  The 
Department discusses the Company’s Generating Assets Remaining Life Policy in greater detail 
below. 
 

v. Comparison of 2013 Depreciation Study and OTP’s Resource Plan 
 

The Commission’s Order in Docket No. E017/D-12-933 (the 2012 Depreciation Docket) 
required OTP to include in future depreciation filings a table comparing asset lives used for the 
purposes of the Company’s resource planning with the remaining lives proposed in the 
depreciation filings, explaining any differences.  Attachment 4 to OTP’s petition includes the 
required table.  The Department considers this filing requirement to be a useful tool in evaluating 
utilities’ depreciation filings, and recommends that the Commission continue to require OTP to 
include these comparisons in its future depreciation filings. 
 

b. Salvage Rates 
 

OTP proposed small decreases to the salvage rates of most of its production plants (i.e. the 
salvage rates are more negative, which has the effect of increasing depreciation expense).  The 
proposed salvage rates are based on a demolition study commissioned by the Company in 2013.  
The Department notes that the demolition study provides estimates of the decommissioning costs 
of OTP’s plants measured in present day dollars.  OTP inflated those estimates to each plant’s 
AYFR using an assumed two percent inflation rate, and the inflated amounts served as the basis 
for the Company’s proposed salvage rates.  Thus, the Department’s recommendation regarding 
the AFYR of Big Stone has an impact on the plant’s salvage rate.  The Department recommends 
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that the Commission require OTP to recalculate Big Stone’s salvage rate using the Department’s 
recommended AFYR.  The Department concludes that the proposed salvage rates for all other 
production facilities are reasonable. 
 

2. Transmission, Distribution, and General Plant 
 

OTP proposed a number of changes to the lives and salvage rates of its transmission, 
distribution, and general plant (TD&G) accounts, summarized in Statement A of Attachment 1 to 
its petition.  Pages 91 through 108 of Attachment 1 to OTP’s petition contain the supporting 
schedules for the life and salvage analyses of Account 368.00 – Line Transformers.  In its  
response to IR No. 9, OTP produced the supporting schedules for all of its transmission, 
distribution, and general plant accounts.  The Department does not include OTP’s response to IR 
No. 9 as an attachment to these comments due to its size, but the Department recommends that 
OTP include these supporting schedules with its five-year depreciation filings in the future in 
order to provide support for the proposed depreciation parameters. 
 

a. Remaining Lives 
 

After review, the Department concludes that all of the proposed changes to the remaining lives of 
OTP’s TD&G accounts are reasonable. 
 

b. Salvage Rates 
 

OTP proposed changes to the salvage rates of only four of its TD&G accounts, summarized in 
the table below.   
 

Table 2 
Proposed Salvage Rate Changes 

(%) 

Account Salvage Rate
No. Description Current Proposed Increase

390.10 General Office Buildings -5.00 51.20 56.20
390.20 Fleet Service Center Building -5.00 38.60 43.60
390.30 Central Stores Building -5.00 95.50 100.50
396.00 Power Operated Equipment 5.00 20.00 15.00

Source: Petition, Statement F  
 

After reviewing the workpapers provided in response to IR No. 9, described above, the 
Department concludes that the proposed salvage rate for Account 396.00, Power Operated 
Equipment, is reasonable.  
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The Department notes that the salvage rates for Account 396.00 and most of OTP’s other TD&G 
accounts are developed using statistical analyses of each account’s past salvage experience, and 
adjusted based on the judgment of the Company or its consultant where appropriate.  The salvage 
rates for Accounts 390.10, 390.20, and 390.30, however, are developed using a method similar to 
the method used to develop the salvage rates for Company’s production plants, described in 
OTP’s response to IR No. 16.8  In short, the property in each of these three accounts is 
comprised of a single facility, and OTP derives an estimate of the costs it would incur if it retired 
each facility today.  OTP then inflates those cost estimates at a rate of two percent per year to the  
anticipated year of final retirement.  The resulting inflated cost estimate, with a small adjustment 
for interim retirements, is then divided by the account’s plant balance, yielding the salvage rate. 
As described in Department Attachment No. 4, OTP assumed that the most likely terminal 
scenario for these facilities is that they will be sold as working units, rather than retired and 
demolished.  OTP therefore used each property’s assessed property tax valuation as the cost it 
would incur if it retired and sold the facilities today (which in this case is a negative cost, or a 
benefit), and inflated those property tax valuations to each facility’s anticipated year of final 
retirement.   
 
The large difference between the current and proposed salvage rates produce similarly large 
differences in depreciation expense under the current and proposed salvage rates.  Table 3 below 
summarizes the changes. As shown, the proposed salvage rate for Account 390.30 results in 
negative depreciation expense. 
 

Table 3 
Changes in Proposed Depreciation Expense 

Accounts 390.10, 390.20, and 390.3 
($) 

Account Depreciation Expense Change
No. Description Current Proposed $ %

390.10 General Office Buildings 204,846   24,360     (180,486) -88%
390.20 Fleet Service Center Building 29,753     1,875       (27,878)   -94%
390.30 Central Stores Building 96,433     (83,549)   (179,982) -187%

Source: Petition, Statement B  
 

After reviewing OTP’s response to IR No. 16 and the records in each of OTP’s last five 
depreciation dockets, the Department was unable to determine exactly what changes to OTP’s 
depreciation policies or assumptions caused the large changes in the salvage rates, although it 
seems likely that up until now, OTP assumed that the buildings would be retired and demolished, 
not sold as working units.  OTP, however, provided no support for this change in assumption.    

8 See Department Attachment No. 4 
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The Department requests that OTP explain in reply comments how its current salvage rates for 
these three accounts were derived, the specific changes to its depreciation policies or 
assumptions that have caused the large changes in the proposed salvage rates, and the reasons 
why those changes are reasonable.   
 
C. GENERATING ASSETS REMAINING LIFE POLICY 
 
In 2008, OTP implemented its Remaining Life Policy, which intends to maintain a ten-year 
minimum remaining life for generating assets, and a five-year window between the retirement 
dates of baseload plants.  According to OTP, the Remaining Life Policy mandates that each 
generating unit undergo an internal plant review by management to determine if it is 
economically capable of operating for either at least ten years from the date of the review or five 
years longer than the unit with the next-shortest remaining life.  If management determines that 
the plant is economically capable of operating for an additional ten years, its remaining life will 
be adjusted accordingly.  If management determines that the plant is not capable of operating 
economically for ten more years, the remaining life will not be extended, and management will 
alter the operating strategy for the plant to accommodate the pending retirement. 
In its Order in the 2012 Depreciation Docket, the Commission required OTP to include in its 
next five-year depreciation study a defense of the Company’s  Generating Assets Remaining Life 
Policy (Remaining Life Policy) that addresses the issues raised in the Department’s January 29, 
2013 Comments in the 2012 Depreciation Docket. 
 

1. Concerns Raised by the Department in the 2012 Depreciation Docket 
 

In the 2012 Depreciation Docket, the Department raised several concerns with OTP’s Remaining 
Life Policy.  In that Docket, OTP proposed one-year life extensions for five of its generating 
assets pursuant to the Remaining Life Policy, and the Department was concerned that the 
practical effect of the policy was that one-year life extensions had become the default treatment 
for many of the Company’s generating assets.  For example, in the 2012 Depreciation Docket, 
absent an extension, the remaining life of Hoot Lake would have dropped below 10 years.  OTP, 
however, determined that Hoot Lake was capable of operating for ten years, and Hoot Lake’s 
remaining life was extended by one year.  In order to maintain a five-year window between 
major retirements, as mandated by the policy, the remaining lives of Big Stone and Coyote 
Station had to be extended by one year as well (from 14 years to 15, and from 19 years to 20, 
respectively).  Table 4 below summarizes the approved remaining lives of the units affected by 
the policy over the last six years. 
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Table 4 
Approved Remaining Lives of Selected Plants 

Actual
Plant 2008 2009 2010 2011 2012 2013

Baseload Resources
Hoot Lake Units 2 & 3 10.36 11.33 10.36 10.36 10.36 10.36
Big Stone Plant 13.26 16.15 15.19 15.19 15.19 15.19
Coyote Station 18.05 20.89 19.94 19.94 19.94 19.94

Peaking Facilities
Jamestown Combustion 12.29 11.33 10.35 10.35 10.35 10.35
Lake Preston Combustion 12.29 11.32 10.35 10.35 10.35 10.35

Source: OTP Depreciation Studies  
 
From a purely financial perspective, each one-year extension lowers annual depreciation expense 
booked by OTP; however, the extensions do not reduce the rates that OTP charges to its 
ratepayers until OTP’s subsequent rate case.  As a result, extending lives outside of a rate case 
could result in an inappropriate over-recovery of depreciation expense by OTP from ratepayers.  
Each one-year extension taken individually has only a small effect, but the aggregate impact of 
several years’ worth of extensions could be as significant as the longer life extensions that 
typically require more analysis and documentation.   
 
From a reliability perspective, the Department is concerned that OTP’s Remaining Life Policy 
raises the risk of catastrophic equipment failures resulting in costly forced outages that are 
harmful to ratepayers.   In essence, OTP is assuming that the operation of the units listed in Table 
4 over the last several years has had no impact on those units’ expected remaining lives.  
Certainly, several years of operation must have added to the general wear and tear of these units 
and reduced their expected remaining lives.  OTP has not adequately demonstrated that it has 
worked to combat this wear and tear with investments, increased maintenance, etc. which would 
preserve the units’ remaining lives over time.  To ensure that utilities provide the analysis and 
documentation of life extensions, the Department prefers less frequent but larger remaining life 
extensions rather than a number of annual extensions of only one year. 
 

2. Response From OTP 
 

As required by the Commission, OTP included a defense of its Remaining Life Policy on pages 
3-6 of its 2013 Depreciation Petition which addressed the concerns raised by the Department.  
The Company stated that, as a result of shortening the remaining life of Hoot Lake Units 2 and 3, 
discussed above, the Remaining Life Policy now only impacts the Company’s peaking resources 
at Jamestown and Lake Preston.  In prior depreciation petitions, the one-year extensions required  
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to maintain a 10-year remaining life for Hoot Lake necessitated one-year life extensions for Big 
Stone in order to maintain a five-year window between the retirement dates of Hoot Lake and  
Big Stone.  The Big Stone life extensions, in turn, necessitated one-year extensions for Coyote in 
order to maintain a five-year window between the retirement dates of Big Stone and Coyote.  
With the change to Hoot Lake’s retirement date, it is no longer necessary to extend Big Stone’s 
life, which means it is also no longer necessary to maintain Coyote’s life.   
 
OTP stated that the Remaining Life Policy was put in place to address concerns identified by 
OTP and the Department in prior depreciation proceedings that additions to plants intended to 
maintain the plants’ lives were causing disproportionate growth in depreciation expense due to 
the fact that the additional investments were being depreciated over shorter periods of time.  OTP 
stated that the Remaining Life Policy remediated these concerns.  OTP also stated that the 
Remaining Life Policy is also a useful tool to ensure the Company is making economic capital 
investment decisions for its older plants, and that having a ten-year minimum life for an 
investment payback evaluation period was appropriate if plant management staff and engineers 
could verify that the ten-year life was achievable.9 
 
In response to the Department’s concern regarding the potential for over-recovery of 
depreciation expense, OTP stated that the intention of the policy is not to reduce depreciation 
expense, but rather to “address inappropriate growth in depreciation expense that occurred due to 
increasing plant investments occurring at a time when (without the Policy) out-of-proportion 
reductions to remaining lives were occurring.”10   
 
In response to the Department’s concerns regarding reliability and the potential for the 
Remaining Life Policy to raise the potential of catastrophic failures, OTP stated: 
 

Further, the Department raised concerns that the Policy could 
affect plants’ reliability over time causing ratepayers harm if a 
potential catastrophic equipment failure resulted from extended 
execution of the Policy.  This is also an incorrect assessment, and 
quite the opposite is more probable.  The Company recognizes that 
catastrophic equipment failures can and do happen and that there is 
a natural correlation between the risk of such instances and the age 
of the equipment.  However, as equipment ages, appropriate 
maintenance and capital investment level should actually cause the 
incidents of failure to reduce when compared to those with a more 
scaled back maintenance or capital investment level.  With the 
Policy the Company makes more frequent assessments of its 
operating condition and addresses concerns sooner.  Additionally, 
it allows for assessment and justification of appropriate   

9 See the 2013 Depreciation Petition, page 5 
10 See the 2013 Depreciation Petition, pages 4-5 
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maintenance programs and capital investments that will enhance 
the plant’s reliability when there is an appropriately longer 
payback horizon, resulting in a reduction of operational risk rather 
than an increase in such risks.11 
 

3. Department Analysis of OTP’s Defense of the Remaining Life Policy 
 

The Department’s primary concern with OTP’s Remaining Life Policy was the potential negative 
effects on ratepayers that numerous life extensions outside of a rate case could have.  The 
Department agrees with OTP that, due to the decision to shorten Hoot Lake’s remaining life, the 
impact of the Remaining Life Policy is much smaller now than in the past depreciation filings 
and that it will be many years before the Remaining Life Policy has any effects on OTP’s 
baseload units.  The Remaining Life Policy will continue to result in one-year extensions for 
OTP’s peaking units at Jamestown and Lake Preston, as long as those plants are deemed capable 
of operating for an additional ten years.  However, those units’ annual depreciation accruals are 
significantly smaller than the annual accruals of OTP’s baseload assets, and the dollar value 
impact of life extensions for those units made pursuant to the Remaining Life Policy is much 
smaller.  For this reason, the Department does not recommend that the Commission take any 
particular action with respect to the Remaining Life Policy at this time. 
 
However, the Department remains concerned about the potential negative effects the Remaining 
Life Policy may have if it remains in effect for an extended period of time.  The Remaining Life 
Policy mandates that each of OTP’s plants undergo an annual assessment to determine if it is 
capable of operating for an additional ten years and the 2013 Depreciation Petition is the fourth 
depreciation petition in a row in which OTP has requested one-year life extensions for its 
Jamestown and Lake Preston plants.  It is not clear to the Department what conditions must be 
met in order for the Company’s engineers and plant managers to determine that the plant is 
capable of operating for only nine more years, nor is it clear whether it is reasonable to expect 
the Company’s engineers to make such a specific determination.   
 
Additionally, the Department notes that Hoot Lake’s remaining life was extended by a year in 
both 2011 and 2012 pursuant to the Remaining Life Policy, only to be shortened by two years in 
this proceeding following the Commission’s Order on OTP’s Baseload Diversification Study.  
Thus, if the Commission approves Hoot Lake’s proposed remaining life in this Docket, the 
plant’s remaining life in 2014 will be exactly what it would have been absent the policy.  This 
experience illustrates the importance of the resource planning process in determining the lives of 
OTP’s older production assets and highlights the problems associated with adjusting lives 
outside of that process.  Further, the Department notes that OTP’s Jamestown and Lake Preston 
plants may experience a similar life-reduction, depending on the outcome of OTP’s 2014 
Integrated Resource Plan proceeding.12  In OTP’s 2010 Resource Plan, the units were assumed to   

11 See the 2013 Depreciation Petition, pages 5-6 
12 OTP’s 2014 IRP was filed on December 2, 2013 in Docket No. E017/RP-13-961. 
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have to be either be retired or repowered in 2019, and the question of whether to retire or 
repower did not have a clear answer.  The Department’s modeling indicated that repowering the 
units was only marginally more cost-effective than retiring them.13  The Department is currently  
analyzing OTP’s 2014 IRP, and although the Department has not yet reached any preliminary 
conclusions regarding the future of these two plants, it is certainly within the realm of 
possibilities that our analysis will indicate that retirement before the proposed 2023 retirement 
date is a cost-effective option. 
 
As stated above, due to the small impact it is expected to have for the next several years, the 
Department does not recommend that the Commission take any specific action related to OTP’s 
Remaining Life Policy at this time.  However, the Department will continue to monitor the 
effects the Remaining Life Policy has on OTP’s resource planning process and its depreciation 
expense. 
 
D. PLANT BALANCES, ADDITIONS, AND RETIREMENTS 
 
Table 3 shows the changes to OTP’s plant balances during 2012.  The net effect of additions and 
retirements during the year is an increase in total plant of approximately $49 million, the 
majority of which was concentrated in the Company’s transmission and distribution plant 
accounts. 

Table 5 
Primary Plant Account Balances 

Primary Plant Assets
Balance 

12/31/2011 Additions Retirements Transfers
Balance

12/31/2012

Steam Production 352,555,939     7,033,939   5,330,148   -           354,259,730      
Hydraulic Production 4,526,532         1,162,431   145,531     -           5,543,432         
Other Production 306,189,973     1,075,855   292,822     133,533     307,106,539      
Transmission Plant 228,830,165     32,265,608 539,271     (1,635,205) 258,921,297      
Distribution Plant 389,306,451     17,782,802 2,696,231   (14,459)     404,378,563      
General Plant 49,381,845       2,098,772   2,133,011   (68,789)     49,278,817        

Totals 1,330,790,905   61,419,407 11,137,014 (1,584,920) 1,379,488,378   

Source:  2013 Depreciation Study, Statement G.  
 
E. FUTURE ADDITIONS AND RETIREMENTS 
 
Minnesota 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.  In Attachment No. 3 to its petition, OTP stated that it is   

13 See page 28 of the Department’s May 16, 2011 Comments in Docket No. E017/RP-10-623 
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“unaware of any major future additions or retirements that would materially affect the current 
certification results.”  Attachment No. 3 describes several existing and potential future additions 
and retirements that may affect future depreciation expense, including: 
 

• Two CapX2020 projects (the Fargo – Monticello 345kV project and the Brookings – 
Twin Cities 345 kV project); 

• Two transmission projects in the Big Stone area in conjunction with the Midcontinent 
Independent System Operator’s (MISO) Candidate Multi-Value Portfolio Study (Big 
Stone – Brookings and Big Stone – Ellendale); 

• The AQCS project at Big Stone, discussed above; and 
• The Hoot Lake retrofit project, discussed above. 

 
OTP stated that the Commission’s March 26, 2009 Order in Docket No. E017/RP-05-968 
requires that, “In its first depreciation filing that includes new peaking generators, Otter Tail 
shall compare the last rate case’s short-term peaking capacity costs to the peaking capacity costs 
of the new generators.”  On page six of its Petition, OTP states: 
 

Because this filing does not yet include any new peaking 
generators, there is no cost information to report at this time. 

 
The Department recommends that the Commission require OTP to provide the comparison of its 
last rate case’s short-term peaking capacity costs to the peaking capacity costs of the new 
generators once OTP decides on the peaking option it will pursue. 
 
F. EFFECTIVE DATE OF PROPOSED DEPRECIATION PARAMETERS AND RATES 

 
As noted above, OTP requested that the depreciation parameters and rates proposed in its 
petition, upon certification by the Commission, become effective January 1, 2014.  The proposed 
effective date is consistent with the Commission’s Orders in OTP’s previous depreciation 
dockets, and the Department concludes that it is reasonable. 
 
 
III. CONCLUSION 
 
The Department requests that OTP explain in reply comments how its current salvage rates for 
Accounts 390.10, 390.20, and 390.30 were derived, the specific changes to its depreciation 
policies or assumptions that have caused the large changes in the proposed salvage rates, and the 
reasons why those changes are reasonable.  The Department will make a final set of 
recommendations to the Commission regarding all of OTP’s proposed depreciation parameters 
after it reviews OTP’s reply comments. 
 
/lt 
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SUMMARY OF FILING 
 

 Please take notice that on September 3, 2013, Otter Tail Power Company filed its 

2013 Five-Year Review of Depreciation Certification with the Minnesota Public Utilities 

Commission.  The study is being filed under Minnesota Rules Parts 7825.0700. 
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STATE OF MINNESOTA 
BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 

 
 
 

 
In the Matter of Otter Tail Power 
Company’s Request for Approval of its 
2013 Five-Year Review of Depreciation 
Certification   

 
 Docket No. E-017/D-13-____ 
 

 
 

PETITION OF OTTER TAIL POWER COMPANY 
 
 
I. INTRODUCTION. 

 Pursuant to Minnesota Rules Part 7825.0700, Otter Tail Power Company (“Otter Tail” or 

the “Company”) hereby files its 2013 Five-Year Petition for Depreciation Certification.  Otter 

Tail requests that the study be certified effective as of January 1, 2014. 

 

II. GENERAL FILING INFORMATION. 

 Pursuant to Minnesota Rule 7829.1300, subp. 4, Otter Tail provides the following general 

information. 

 A. Name, Address, and Telephone Number of Utility. 
    
   Otter Tail Power Company 
   215 South Cascade Street 
   P. O. Box 496 
   Fergus Falls, MN  56538-0496 
   (218) 739-8200 
 
 B. Name, Address, and Telephone Number of Utility Attorney. 
    
   Bruce Gerhardson 
   Associate General Counsel 
   Otter Tail Power Company 
   215 South Cascade Street 
   P. O. Box 496 
   Fergus Falls, MN  56538-0496 
   (218) 739-8475 
   bgerhardson@otpco.com 
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 C. Date of Filing and Date Study Proposed to Take Effect. 

 The filing date is September 3, 2013, and Otter Tail requests approval as of January 1, 

2014. 

 D. Controlling Law for the Filing. 

 Minnesota Statutes §§ 216B.08 and 216B.11, and Minnesota Rules Part 7825.0700 – 

7825.0900 control the filing.   

 E. Title of Utility Employee Responsible for Filing. 

  Loyal K. Demmer, CMA 
  Depreciation Accountant 
  Otter Tail Power Company 
  215 South Cascade Street 
  P. O. Box 496 
  Fergus Falls, MN  56538-0496 
  (218) 739-8659 
  ldemmer@otpco.com  
 
 
III. DESCRIPTION OF FILING. 

 This filing constitutes Otter Tail’s 2013 Five-Year Petition for Depreciation Certification.  

Otter Tail’s last five-year comprehensive depreciation study was filed in 2008 and approved by 

the Minnesota Public Utilities Commission (“Commission”) on June 1, 2009 in Docket E-017/D-

08-1042.  Otter Tail’s next five-year comprehensive depreciation study is due September 1, 

2018.  Annual depreciation certification filings are to be filed on or before September 1 each 

year in the interim years between the five-year comprehensive depreciation studies.  

 The filing consists of five parts:  

 1. 2013 Depreciation Rate Study prepared by Foster Associates, Inc., 
Attachment No. 1;  

  
2. Proposed Remaining Lives and Salvage Percentages for Use in 

2014, Attachment No. 2;  
 

3. Supplemental Comments, Attachment No. 3; 
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4. Schedule and Narrative of Comparison with the Company’s 
Resource Plan which is scheduled to be filed on December 2, 
2013, Attachment No. 41; and 

 
5. A copy of Otter Tail’s Determination of Generation Assets 

Remaining Lives policy, Attachment No. 5. 
 

Attachment No. 1 contains Statement B, which is a Comparison of Current and Proposed 

Accruals showing depreciation expense for both total Company and the portion allocated to the 

Minnesota jurisdiction.  Other statements in Attachment No. 1 provide the rest of the schedules 

required in a five-year review of depreciation. 

Attachment No. 2 lists the property accounts for which the Company requests certification of the 

remaining lives and salvage percentages to be used in determining 2014 depreciation rates. 

Attachment No. 3, “Supplemental Comments,” addresses additional information not included in 

Attachment No. 1; specifically it includes comments related to long-term depreciation planning 

and explanations about future plant additions and retirements. 

Attachment No. 4 provides a schedule and narrative explaining any differences between the 

remaining lives used in this Petition and the Company’s Resource Plan scheduled to be filed on 

December, 2, 2013. 

Attachment No. 5 is a copy of the Company’s Determination of Generation Assets Remaining 

Lives Policy. 

 

IV. OTHER DEPRECIATION FILING MATERS 

A. Discussion Related to Otter Tail’s Determination of Generation Assets 

Remaining Lives Policy. 

In its Order in Otter Tail’s most recent annual technical update (Docket No. E-017/D-12-

933), the Commission required that: 

“OTP shall include, in its next five-year depreciation study, a defense of the Company’s 
Remaining Life Policy regarding default one-year life extensions, or a showing that the 
Company has amended its Remaining Life Policy to eliminate the default one-year life 
extensions.” 
 

                                                 
1 Ordinarily IRP filings are due by July 1 of the year they are filed (Rule 7843.0300, Subp. 2), however, in its Order 
dated March 25, 2013 in Docket No. E-017/RP-10-623, the MN PUC ordered that Otter Tail file its next IRP by 
December 1, 2013. 
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As a preliminary matter, Otter Tail notes that the impact of the Policy on the depreciation 

remaining lives has diminished in significance given that the Hoot Lake Plant Baseload Study 

has established a retirement date for Hoot Lake that brings it outside the scope of the Policy.  

The Policy now applies only to Otter Tail’s peaking resources at Jamestown, ND and Lake 

Preston, SD.  Otter Tail’s other generating units are out of the scope of the Policy due to their 

remaining lives being greater than the minimum ten years.  Additionally, the Company is 

currently studying its peaker facilities at Jamestown and Lake Preston to determine the strategy 

for future operation of these units.  The results of this study could suggest a fixed retirement date 

be set or additional capital improvement be made to these units, which could potentially push out 

their retirement dates beyond the scope of the Policy.  While that study is being completed, the 

Policy continues to provide a reasonable mechanism for establishing the current remaining lives 

for those peaker facilities. 

Otter Tail’s “Determination of Generation Assets Remaining Lives Policy” (“Policy”) 

was established in November 2008.  It was first described in Otter Tail’s 2009 annual 

depreciation technical update (Docket No. E017/D-09-1019).  A copy of the Policy has been 

attached to this Petition as Attachment No. 5. 

The Policy was established to address concerns identified by Otter Tail and the 

Department in prior depreciation proceedings that increasing interim investments in production 

plants which were approaching the later portion of their remaining lives was causing significant 

growth in their depreciation rates and, thus, an increase in related depreciation expense.  Below 

are extracts from several annual depreciation filings, filed prior to Otter Tail implementing the 

Policy (between 2006 and 2009), that identify the concerns that the Policy was later intended to 

address: 

 “As new additions are added to maintain existing plant lives, the effect on depreciation 
grows disproportionately. This means that any net increase to plant balances will be 
depreciated over shorter periods of time. This effect can be seen, for example, in the 
increased annual depreciation rate for steam generation. As a result, OTP expects 
depreciation expense to continue to increase in the near future.” (OTP’s 2006 Annual 
Depreciation Filing, Department Comments, Docket E017/D-06-1238, page 3). 

  
 “As new additions are added to maintain existing plant lives, the effect on depreciation 
grows disproportionately as any net increase to plant balances are depreciated over 
shorter periods of time. This effect can be seen, for example, in the increased annual 
depreciation rate for steam generation. As a result, Otter Tail expects depreciation 
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expense to continue to increase in the near future.” (OTP’s 2007 Annual Depreciation 
Filing, Department Comments, page 4, Docket E017/D-07-1138). 

 
To address the concerns identified, the Policy requires internal plant reviews by management to 

take place annually instead of the previous five-year reviews made in conjunction with the 

comprehensive depreciation studies.  According to the Policy, an annual review is completed to 

assess current plant operating conditions and whether the plant is economically capable of 

operating for an additional ten years.  If the result is affirmative, the plant’s remaining life will 

be its current retirement date or, according to the results of the assessment test, a minimum of ten 

years, but for a baseload generation plant, at least five years greater than the previous baseload 

plant’s remaining life. 

If the annual analysis result is negative, (i.e. that the plant is incapable of operating 

economically an additional ten years) management will then alter the operating strategy for the 

plant to accommodate the pending retirement, especially in the area of capital expenditures, 

which have a direct effect on depreciation expense. 

The Policy has remediated prior depreciation filing concerns regarding escalating 

depreciation expense as plants approach their respective retirement age.  Additionally, the 

Company sought ways to ensure that it was making economic later-life plant capital investment 

decisions in its aging fleet and determined that having a ten-year minimum life for an investment 

payback evaluation period was generally appropriate where plant engineering and management 

staff could verify that the plant condition was adequate to expect ten years of continued 

operation.  The Company saw added benefits from the Policy’s requirement placed on plant 

operating management to annually make facility assessments and report on their findings 

whether a ten-year minimal life was obtainable. 

While the Department suggested in Otter Tail’s last annual depreciation technical update 

that the result of the Policy was simply to reduce depreciation expense between rate cases, that is 

not a correct assessment.  In fact, as illustrated above, the Policy was to address the inappropriate 

growth in depreciation expense that occurred due to increasing plant investments occurring at a 

time when (without the Policy) out-of-proportion reductions to plant lives were occurring. 

Further the Department raised concerns that the Policy could affect the plants’ reliability 

over time causing ratepayers harm if a potential catastrophic equipment failure resulted from 

extended execution of the Policy.  This also is an incorrect assessment, and quite the opposite is 
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more probable.  The Company recognizes that catastrophic equipment failures can and do 

happen and that there is a natural correlation between the risk of such instances and the age of 

the equipment.  However, as equipment ages,  appropriate maintenance and capital investment 

levels should actually cause the incidents of catastrophic failure to reduce when compared to 

those with a scaled back maintenance or capital investment level.  With the Policy the Company 

makes more frequent assessments of its operating condition and addresses concerns sooner.  

Additionally, it allows for assessment and justification of appropriate maintenance programs and 

capital investments that will enhance the plant’s reliability when there is an appropriately longer 

payback horizon, resulting in a reduction of operational risk rather than an increase in such risks. 

In summary, the Company adopted the Generation Assets Remaining Life Policy to 

address concerns and issues with managing major generation assets that are approaching their 

end of life.  The Policy serves to address and mitigate those issues.  

B.  Peaking Capacity Cost Information. 

The Commission’s Order Accepting Resource Plan Change, (Docket No. E-017/RP-05-

968) dated March 26, 2009, requires that:  “In its first depreciation filing that includes new 

peaking generators, Otter Tail shall compare the last rate case’s short term peaking capacity costs 

to the peaking capacity costs of the new generators.”  Because this filing does not yet include any 

new peaking generators, there is no cost information to report at this time. 

 

IV. MISCELLANEOUS INFORMATION. 

 A. Pursuant to Minnesota Rule 7829.0700, Otter Tail Requests that the 
Following Persons be Placed on the Commission’s Official Service List for 
this Proceeding: 

 
   Loyal K. Demmer, CMA    

 Depreciation Accountant   
 Otter Tail Power Company   
 215 South Cascade Street   
 P. O. Box 496     
 Fergus Falls, MN  56538-0496 
 ldemmer@otpco.com  

  

  and 
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  Bruce Gerhardson 
  Associate General Counsel 
  Otter Tail Power Company 
  215 South Cascade Street 
  P. O. Box 496 
  Fergus Falls, MN  56538-0496 
  bgerhardson@otpco.com 
 

 B. Service on Other Parties. 

 Otter Tail has served a copy of this filing on the Office of Energy Security of the 

Department of Commerce and the Office of Attorney General, Residential Utilities Division, and 

a summary of the filing on all parties on the attached general service list.   

 C. Summary of Filing. 

 A one-paragraph summary of the Petition is attached. 

 

V. CONCLUSION. 

 Otter Tail respectfully requests that the Commission approve this  five-year petition for 

depreciation certification, to be effective as of January 1, 2014. 

Dated:  September 3, 2013 

       Respectfully submitted,  
 
       OTTER TAIL POWER COMPANY 
        
       By: /s/ LOYAL K. DEMMER 
       _______________________________ 
       Loyal K. Demmer, CMA 
       Depreciation Accountant  
       Otter Tail Power Company 
       215 South Cascade Street 
       P. O. Box 496 
       Fergus Falls, MN  56538-0496 
       (218) 739-8659 
       ldemmer@otpco.com 
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August 28, 2013 

 
Mr. Loyal K. Demmer 
Depreciation Accountant   
OTTER TAIL POWER COMPANY  
215 South Cascade Street 
Fergus Falls, MN  56538 
 
RE:  2013 Depreciation Rate Study 
 
Dear Mr. Demmer: 

Foster Associates is pleased to submit our report of the 2013 Depreciation Rate Study for 
Otter Tail Power Company. This report presents the results of our study leading to a recommen-
dation that the Company seek approval of the Minnesota Public Utilities Commission to record 
depreciation expense using primary account accrual rates that composite to 2.74 percent. This 
change represents a reduction of 0.22 percentage points below the current composite rate of 2.96 
percent. 

The study provides a comparison of current and proposed depreciation rates and annualized 
accruals for calendar year 2013, based upon plant investments and deprecation reserves at De-
cember 31, 2012. These rates can be updated to a subsequent date as needed. A continued appli-
cation of currently approved rates would provide annual depreciation expense of $40,793,602 
compared with an annual expense of $37,750,769 using the rates recommended in this study.  

The proposed 2013 expense reduction is $3,042,833. Of this reduction, $2,444,052 repre-
sents amortization of a $83,685,114 reserve imbalance. A proportionate amount of the total re-
serve imbalance will be allocated to Minnesota and amortized over the weighted average remain-
ing life of each rate category using the remaining–life depreciation rates recommended in the 
study. The remaining portion of the decrease is attributable to recommended changes in service 
life and net salvage parameters. 

The scope of our investigation included: 

§ Collection of plant and net salvage data; 

§ Reconciliation of data to the official records of the Company; 

§ Discussions with OTP plant accounting personnel; 

§ Validation of estimated years of final retirement for life–span categories; 

§ Statistical studies of historical retirement activity; 

§ Estimation of projection lives and retirement dispersion patterns; 

§ Analysis of gross salvage and cost of removal; 

§ Analysis of recorded depreciation reserves; and 

§ Development of recommended accrual rates for each rate category. 

Ronald E. White, Ph.D.
Chairman 

17595 S. Tamiami Trail, Suite 260
Fort Myers, Florida 33908

T 239.267.1600 | M 239.980.5991
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Mr. Loyal I<. Deilliller 
Page Two 
August 28,2013 

The results of our investigatioi~ are presented in the attached repoi-t in five sections. The Ex- 
ec~~tive Summary provides an overview of the study and a discussioil of the principal findings. 
The Coillpa~ly Profile provides background iaforil~atioi~ a b o ~ ~ t  Otter Tail Power Coinpai~y that is 
fouildatioilal to the study. The Study Procedure sectioil describes the steps iilvolved in co~zduct- 
ing a depreciation study and the specific procedures used in this engagement. The Stateille~lts 
provide a coiilparative suilllllary of cmreilt and proposed depreciatioil parameters, rates and ac- 
cruals and required filing schedules in coinpliailce with Minnesota Rules 7825.0700. The repoi-t 
coilcludes with the Analysis sectioil which provides examples of the s~~ppoi-ting schedules pre- 
pared for each plant account. 

We wish to express our appreciation for tlle oppoi-tunity to again be of service to Otter Tail 
and for the assistaiice you provided to us. We would be pleased to discuss the study wit11 you or 
others at your coilvenience. 

Respectfully submitted, 
FOSTER ASSOCIATES, INC. 
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INTRODUCTION 
This report presents the findings and recommendations developed in a 2013 de- 
preciation study for utility plant owned and operated by Otter Tail Power Compa- 
ny (OTP). The study was undertaken pursuant to Minnesota Rules 7825.0500- 
7825.0900 and by order of the Minnesota Public Utilities Commission in Docket 
No. E017lD-08-1042 (Order dated June 1, 2009) directing OTP to file a five- 
year depreciation study by September 1, 2013. The current study provides rec- 
ommended 2013 depreciation rates and parameters for: a) steam, hydraulic and 
other production facilities; and b) electric transmission, distribution and general 
plant categories. Work on the study commenced in June 2013 and progressed 
through mid-August, at which time the project was completed. 

Foster Associates is a public utility economic consulting firm headquartered 
in Rockville, Maryland offering economic research and consulting services on is- 
sues and problems arising from governmental regulation of business. Areas of 
specialization supported by the firm's Fort Myers, Florida office include property 
life forecasting, technological forecasting, depreciation estimation, and valuation 
of industrial property. 

Foster Associates has undertaken numerous depreciation engagements for 
both public and privately owned business entities including detailed statistical life 
studies, analyses of required net salvage rates, and the selection of depreciation 
systems that will most nearly achieve the goals of depreciation accounting under 
the constraints of either government regulation or competitive market pricing. 
Foster Associates is widely recognized for industry leadership in the development 
of depreciation systems, life analysis techniques and computer software for con- 
ducting depreciation and valuation studies. 

This is the eighth comprehensive depreciation study undertaken by Otter Tail 
Power Company in recent years. Depreciation rates currently used by OTP be- 
cane effective January 1, 2013 pursuant to a Commission order in Docket No. 
E 0  17lD-12-933 (Order dated May 3 1, 20 13) approving revised remaining lives 
developed in a 2012 technical update of depreciation rates. Parameters (i.e., pro- 
jection curve, projection life and future net salvage rates) used in the 2012 update 
were developed by Foster Associates in a 2008 study. 

The principal findings and recommendations of the 2013 Depreciation Rate 
Study are summarized in the Section IV of this report. Statement A provides a 
comparative swnmary of current and proposed annual depreciation rates for each 
rate category. Statement B provides a comparison of current and proposed annual 
depreciation accruals. Statement C provides a comparison of computed and rec- 
orded depreciation reserves for each rate category. Statement D provides a surn- 
mary of the components used to obtain weighted-average net salvage rates. 
Statement E provides a computation of the estimated hture net salvage rate for 
life-span categories. Statement F provides a comparative summary of current and 
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proposed parameters including projection life, projection curve and future net sal- 
vage rates. Statement F also contains current and proposed statistics including av- 
erage service life, average remaining life, and average net salvage rates. State- 
ments G through I provide a five-year history of plant, reserves and accruals in 
compliance with Minnesota Rules 7825.0700, Subpart 1. 

SCOPE OF STUDY 
The principal activities undertaken in the course of the current study included: 

Collection of plant and net salvage data; 
Reconciliation of data to the official records of the Company; 
Discussions with OTP plant accounting personnel; 
Validation of estimated years of final retirements for life-span cat- 
egories; 
Statistical studies of historical retirement activity; 
Estimation of projection lives and retirement dispersion patterns; 
Analysis of gross salvage and cost of removal; 
Analysis of recorded depreciation reserves; and 
Development of recommended accrual rates for each rate category. 

DEPRECIATION SYSTEM 
A depreciation rate is formed by combining the elements of a depreciation sys- 
tem. A depreciation system is composed of a method, a procedure and a tech- 
nique. A depreciation method (e.g., straight-line) describes the component of the 
system that determines the acceleration or deceleration of depreciation accruals in 
relation to either time or use. A depreciation procedure (e.g., vintage group) iden- 
tifies the level of grouping or sub-grouping of assets within a plant category. The 
level of grouping specifies the weighting used to obtain composite life statistics 
for an account. A depreciation technique (e.g., remaining-life) describes the life 
statistic used in the system. 

With the exception of distribution Account 370.20 and certain general plant 
categories, OTP is currently using a Commission approved depreciation system 
composed of the straight-line method, vintage group procedure, remaining-life 
technique. Amortization accounting is used by OTP for Account 370.20 and sev- 
eral general plant categories in which the unit cost of plant items is small in rela- 
tion to the number of units classified in an account. Plant is retired (i.e., credited 
to plant and debited to the reserve) as each vintage achieves an age equal to the 
amortization period. 

The matching and expense recognition principles of accounting provide that 
the cost of an asset (or group of assets) should be allocated to operations over an 
estimate of the economic life of the asset in proportion to the consumption of ser- 
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vice potential. It is the opinion of Foster Associates that the objectives of depreci- 
ation accounting are being achieved through the use of the vintage group proce- 
dure which distinguishes service lives among vintages, and the remaining-life 
technique which provides cost apportionment over the estimated weighted aver- 
age remaining life of a rate category. Although the emergence of economic fac- 
tors such as competition and incentive forms of regulation may eventually en- 
courage abandonment of the straight-line method, no attempt was made in the 
current study to address these concerns. 

PROPOSED DEPRECIATION RATES 
Table 1 below provides a summary of the changes in annual rates and accruals re- 
sulting from an application of the parameters and depreciation rates recommended 
in the 2013 study. 

Other Production 3.91% 4.09% 0.18% 11,998,703 12,546,381 
Transmission 1.96% 1.74% -0.22% 5,076,438 4,494,628 (581 ,%I 0) 

2.69% 2.53% -0.16% 10,896,710 10,215,847 (680,863) 
General Plant 

Table 1. Current and Proposed Rates and Accruals 

Foster Associates is recommending primary account depreciation rates 
equivalent to a composite rate of 2.74 percent. Depreciation expense is currently 
accrued at rates that composite to 2.96 percent. The recommended change in the 
composite depreciation rate is, therefore, a reduction of 0.22 percentage points. 

A continued application of current rates would provide annualized deprecia- 
tion expense of $40,793,602 compared with an annualized expense of 
$37,750,769 using the rates developed in this study. The proposed 2013 expense 
reduction is $3,042,833. The computed change in annualized accruals includes a 
reduction of $2,444,052 attributable to an amortization of a $83,685,114 reserve 
imbalance. The remaining portion of the change is attributable to adjustments in 
service life and net salvage statistics recommended in the 201 3 study. The portion 
of the reduction in accruals allocated to the Minnesota jurisdiction is $1,46 1,665. 

Of the 127 plant accounts included in the 2013 study, Foster Associates is 
recommending rate reductions for 67 accounts and rate increases for 60 accounts. 
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COMPANY PROFILE  

GENERAL 
Otter Tail Power Company was original-
ly incorporated in Minnesota in 1907 and 
began selling electric energy with com-
pletion of the Dayton Hollow Hydro 
Plant on the Otter Tail River in 1909. 
Over the subsequent years, OTP expand-
ed its operations through construction, 
acquisition, and mergers, and presently 
serves more than 129,000 customers in 
eastern North Dakota, northeastern South 
Dakota, and western Minnesota.  

GENERATING RESOURCES 
OTP operates three coal–burning power plants that pro-
duce about 62 percent of the electricity sold to custom-
ers. Located near Big Stone City, South Dakota, the 
475 megawatt Big Stone plant is co–owned by OTP 
(53.9%), NorthWestern Energy (23.4%) and Montana–
Dakota Utilities (22.7%). Plant construction began in 
1969 and commercial operation began in May 1975. 
The initial cost to construct the plant was approximate-
ly $170 million. OTP is currently constructing a $405 
million air Quality Control System (AQCS) consisting 
of Selective Catalytic Reduction (SCR), Dry Scrubber and a Baghouse. The 
AQCS addition is expected to go into service in 2015. 

The Coyote Station is a single 427 mega-
watt lignite–fired unit located two miles south of 
Beulah, North Dakota. The station is operated 
by OTP (35%) and jointly owned with Mon-
tana–Dakota Utilities (25%), Northern Munici-
pal Power Agency (30%) and NorthWestern 
Energy (10%). The plant consists of one Bab-
cock and Wilcox cyclone–fired lignite boiler 
with a maximum rated heat input capacity of 5,800 MMBTU/hr. The boiler is 
equipped with a Flue Gas Desulfurization (FGD) system in series with a fabric fil-
ter. Flue gas from the main boiler is emitted through a 498–foot stack equipped to 
monitor NOx, SOx and opacity. Steam from the boiler is routed to a Westing-
house steam driven turbine. Also located at the site are coal handling systems, an 
auxiliary boiler, emergency generators and fuel oil tanks. Construction of the 
Coyote Station began in October 1977 and commercial operation began in 1981.  

PAGE 4     
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The original coal contract for the plant, which is a mine–mouth operation, expires 
in May 2016. In October 2012 the Coyote owners entered into a lignite sales 
agreement with Coyote Creek Mining Company, LLC, a subsidiary of The North 
American Coal Corporation, to deliver the annual coal supply needs of Coyote 
Station for twenty−five years beginning in May 2016 through 2040. 

Located near Fergus Falls, Minnesota, the two–
unit, coal fired (western sub–bituminous) Hoot Lake 
plant is owned and operated by OTP. Unit 2 (com-
pleted in 1959) and Unit 3 (completed in 1964) have 
combined capacity of 138 megawatt. The facility 
was originally constructed as a dam built on a di-
verted portion of the Otter Tail River (Hoot Lake 
and Wright Lake forming the reservoirs for this dam 
site). As OTP grew and fluctuating river levels 
proved problematic, a steam plant was built adjacent 
to the hydroelectric station in 1923. The steam portion was expanded in 1937 and 
again in the 1940s and 1960s. The hydroelectric portion continues in operation 
today and also serves as the water intake for the steam portion. The 1923 and 
1937 portions of the plant still exist but the steam machinery has long since been 
removed. Unit 1 (installed in 1946) was retired in 2006 while Units 2 and 3 con-
tinue in service. 

In addition to its coal–burning power plants, OTP owns and operates six 
small hydro plants supplying about 1.2 percent of the electricity sold to custom-
ers. With the exception of the Bemidji plant located on the Mississippi River, all 
other plants are located on the Otter Tail River near Fergus Falls, Minnesota. 

Other production facilities, serving as peaking plants, include three oil fired com-
bustion turbines and one natural gas or oil fired turbine. Jamestown (two units 
with combined capacity of 42.1 MW) and Lake Preston (19.9 MW) are oil fired. 
Solway (42.4 MW) operates on natural gas or fuel oil. 
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Name Capacity Online Comments
A B C D

Bemidji 0.8 MW 1907 Purchased from Interstate Power 
Company in 1943.

Dayton Hollow 1.0 MW 1909 OTP's first source of electricity.

Hoot Lake 1.0 MW 1914 A tunnel diverts water from the Otter 
Tail River to run the water wheel at the 
Hoot Lake hydro plant.

Pisgah Dam 0.5 MW 1918 Purchased by OTP in 1938

Wright Dam 0.4 MW 1922 Named after one of OTP's founders.

Taplin Gorge 0.6 MW 1925 Designed as a replica of the tomb of 
Italian Emperor Theodoric.

Table 2. Hydro Plants
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OTP’s renewable energy resources include 106 wind 
turbines located 6–12 miles south of Langdon, North 
Dakota. Initial operation of the 159 megawatt Lang-
don Wind Energy Center began in December 2007. 
OTP owns 27 of the 106 turbines or 40.5 megawatts. 
FPL Energy owns the remainder of the turbines and 
operates the entire wind farm. All of the remaining 
output from the facility is sold to Minnkota Power 
Cooperative (99 MW) and OTP (19.5 MW) under 
25–year power purchase agreements. The turbines 
are designed to operate in wind speeds up to 56 mph, 
but can withstand sustained wind speeds exceeding 
100 mph. A control panel inside the base of each 
turbine houses communication and electronic circuitry. Electricity generated by 
each turbine is brought to a pad–mounted transformer where the voltage is raised 
to 34,500 volts. 

 Additionally, OTP owns a 48−megawatt portion of the Ashtabula Wind Cen-
ter that became operational in November of 2008. NextEra Energy Resources 
(formerly FPL Energy) owns the remainder of the 199.5−megawatt site and is the 
project developer. The wind farm was built in Barnes County North Dakota. It is 
the largest wind farm in North Dakota to date although a number of larger wind-
generating facilities are planned. 

In May 2009 Otter Tail Power Company announced the beginning of con-
struction of a 49.5 MW portion of the 169.5 MW Luverne Wind Farm in east cen-
tral North Dakota. Purchase of the construction–ready site from M–Power LLC, 
was completed February 6, 2009. NextEra Energy is the construction manager of 
the wind farm. Otter Tail Power Company's portion of the site was commercially 
operational by early September 2009. 

TRANSMISSION AND DISTRIBUTION FACILITIES 
At December 31, 2012, the Company owned 77 miles of 345 kV lines; 488 mile 
of 230 kV lines; 862 miles of 115 kV lines; and about 4,000 miles of lower volt-
age lines, principally 41.6 kV. The Company’s electric system is interconnected 
with those of most neighboring electric suppliers and is a member of the Midwest 
Reliability Organization (MRO) and the Midcontinent Independent System Oper-
ator (MISO). These associations allow OTP to participate in coordination of sys-
tem reliability, reserve sharing, and planning and building of generation and 
transmission facilities over a multi–state area. 

Distribution facilities consist of approximately 5,750 miles of overhead and 
underground primary cable. Other distribution plant and equipment includes ap-
proximately 180,000 meters; 575 substations; and 36,000 line transformers. 

PAGE 6     
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~NTRODUCTION 
The purpose of a depreciation study is to analyze the mortality characteristics, net 
salvage rates and adequacy of depreciation accruals and recorded depreciation re- 
serves for each rate category. This study provides the foundation and docurnenta- 
tion for recommended changes in the depreciation rates used by OTP for produc- 
tion, transmission, distribution and general plant categories. The proposed rates 
are subject to approval by the Minnesota Public Utilities Commission. 

SCOPE 
The steps involved in conducting a depreciation study can be grouped into five 
major tasks: 

* Data Collection; 
Life Analysis and Estimation; 
Net Salvage Analysis; 

* Depreciation Reserve Analysis; and 
* Development of Accrual Rates. 

The scope of the OTP 2013 study included a consideration of each of these tasks 
as described below. 

DATA COLLECTION 
The minimum database required to conduct a statistical life study consists of a 
history of vintage year additions and unaged activity-year retirements, transfers 
and adjustments. These data must be appropriately adjusted for transfers, sales 
and other plant activity that would otl~erwise bias the measured service life of 
normal retirements. The age distribution of surviving plant for unaged data can be 
estimated by distributing plant in service at the beginning of the study year to pri- 
or vintages in proportion to the theoretical amount surviving fiom a projection or 
survivor curve identified in the life study. The statistical methods of life analysis 
used to examine unaged plant data are known as senzi-actuarial techniques. 

A far more extensive database is required to apply statistical methods of life 
analysis known as actuarial techniques. Plant data used in an actuarial life study 
most often include age distributions of surviving plant at the beginning of a study 
year and the vintage year, activity year, and dollar amounts associated with nor- 
mal retirements, reimbursed retirements, sales, abnormal retirements, transfers, 
corrections, and extraordinary adjustments over a series of prior activity years. An 
actuarial database may include age distributions of surviving plant at the begin- 
ning of the earliest activity year, rather than at the beginning of the study year. 
Plant additions, however, must be included in a database containing an opening 
age distribution to derive aged survivors at the beginning of the study year. All 
activity year transactions with vintage year identification are coded and stored in a 
database. These data are processed by a computer program and transaction sum- 
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mary reports are created in a format reconcilable to official plant records. The 
availability of such detailed information is dependent upon an accounting system 
that supports aged property records. The Continuing Property Record (CPR) sys- 
tem used by OTP provides aged transactions for all plant acco~nts .~  

The database used in conducting the 201 3 study was assembled by appending 
2012 plant and reserve activity to the database used in the 2012 Technical Update. 
Service life and net salvage statistics estimated in the 2013 study were derived 
from accounting transactions recorded over the period 1993 through 2012 for 
steam and other production accounts and over the period 1985 through 2012 for 
transmission, distribution and general plant  account^.^ Detailed accounting trans- 
actions were extracted from the CPR system and assigned transaction codes 
which describe the nature of the accounting activity. Transaction codes for plant 
additions, for example, were used to distinguish normal additions from acquisi- 
tions, purchases, reimbursements and adjustments. Similar transaction codes were 
used to distinguish normal retirements from sales, reimbursements, abnormal re- 
tirements and adjustments. Transaction codes were also assigned to transfers, cap- 
ital leases, gross salvage, cost of removal and other accounting activity considered 
in a depreciation study. 

The accuracy and completeness of the assembled database was verified by 
Foster Associates for activity year 2012 by comparing additions, retirements, 
transfers and adjustments, and the ending plant balance derived for 2012 to the 
regulated investments reported internally by the Company in electric plant in ser- 
vice reports. These reports conform to FERC Form 1 plant reporting require- 
ments. The accuracy of prior activity years was confirmed in each of the full stud- 
ies and technical updates prepared over the period 1998-2012. Age distributions 
of surviving plant at December 3 1,2012 were reconciled to the CPR. 

LIFE ANALYSIS AND ESTIMATION 
Life analysis and life estimation are terms used to describe a two-step procedure 
for estimating the mortality characteristics of a plant category. The first step (i.e., 
life analysis) is largely mechanical and primarily concerned with history. Statisti- 
cal techniques are used in this step to obtain a mathematical description of the 
forces of retirement acting upon a plant category and an estimate of the projection 
life of the account. The mathematical expressions used to describe these life char- 

' Depreciation studies conducted prior to the 2007 Technical Update were based on unaged trans- 
actions for Account 370.00 (Meters) and Account 370.10 (Load Management Switches). Depreci- 
ation rates were derived £?om simulated age distributions. Vintaged plant activity for calendar 
year 2006 and recorded age distributions at December 3 1,2006 were developed by OTP and first 
used in the 2007 Technical Update. Derived age distributions at December 31, 2005 and post- 
2005 aged transactions are now available for all metering plant accounts. 
3 The 1993-2006 database for hydro production was disaggregated with transfers in 2006 to de- 
velop and maintain depreciation rates for each plant location. 
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acteristics are known as survival functions or survivor curves. 
The second step (i.e., life estimation) is concerned with predicting the ex- 

pected remaining life of property units still exposed to forces of retirement. It is a 
process of blending the results of a life analysis with informed judgment (includ- 
ing expectations about the future) to obtain an appropriate projection life and 
curve descriptive of the parent population from which a plant account is viewed 
as a random sample. The amount of weight given to a life analysis will depend 
upon the extent to which past retirement experience is considered descriptive of 
the future. 

The analytical methods used in a life analysis are broadly classified as actuar- 
ial and semi-actuarial techniques. Actuarial techniques can be applied to plant ac- 
counting records that reveal the age of a plant asset at the time of its retirement 
from service. Stated differently, each property unit must be identifiable by date of 
installation and age at retirement. Semi-actuarial techniques can be used to derive 
service life and dispersion estimates when age identification of retirements is not 
maintained or readily available. Age identification of retirements was available 
for all plant accounts included in the 201 3 OTP depreciation study. 

An actuarial life analysis program designed and developed by Foster Associ- 
ates was used in this study. The first step in an actuarial analysis involves a sys- 
tematic treatment of the available data for the purpose of constructing an observed 
life table. A complete life table contains the life history of a group of property 
units installed during the same accounting period and various probability relation- 
ships derived from the data. A life table is arranged by age-intervals (usually de- 
fined as one year) and shows the number of units (or dollars) entering and leaving 
each age-interval and probability relationships associated with this activity. A life 
table minimally shows the age of each survivor and the age of each retirement 
from a group of units installed in a given accounting year. 

A life table can be constructed in any one of at least five methods. The annu- 
al-rate or retirement-rate method was used in this study. The mechanics of the 
annual-rate method require the calculation of a series of ratios obtained by divid- 
ing the number of units (or dollars) surviving at the beginning of an age interval 
into the number of units (or dollars) retired during the same interval. This ratio- 
called a "retirement ratio" is an estimator of the hazard rate or conditional proba- 
bility of retirement during an age interval. The cumulative proportion surviving is 
obtained by multiplying the retirement ratio for each age interval by the propor- 
tion of the original group surviving at the beginning of that age interval and sub- 
tracting this product from the proportion surviving at the beginning of the same 
interval. The annual-rate method is applied to multiple groups or vintages by 
combining the retirements and/or survivors of like ages for each vintage included 
in the analysis. 
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The second step in an actuarial analysis involves graduating or smoothing the 
observed life table and fitting the smoothed series to a family of survival func- 
tions. The functions used in this study are the Iowa-type curves which are math- 
ematically described by the Pearson frequency curve family. The observed life ta- 
ble was smoothed by a weighted least-squares procedure in which first, second 
and third degree orthogonal polynomials were fitted to the observed retirement ra- 
tios. The resulting function can be expressed in as a survivorship function which 
is numerically integrated to obtain an estimate of the projection life. The 
smoothed survivorship function is then fitted by a weighted least-squares proce- 
dure to the Iowa-curve family to obtain a mathematical description or classifica- 
tion of the dispersion characteristics of the data. 

The set of computer programs used in this analysis provides multiple rolling- 
band, shrinking-band and progressive-band analyses of an account. Observation 
bands are defined in terms of a "retirement era" that restricts the analysis to the re- 
tirement activity of all vintages represented by survivors at the beginning of a se- 
lected era. In a rolling-band analysis, a year of retirement experience is added to 
each successive retirement band and the earliest year from the preceding band is 
dropped. A shrinking-band analysis begins with the total retirement experience 
available and the earliest year from the preceding band is dropped for each suc- 
cessive band. A progressive-band analysis adds a year of retirement activity to a 
previous band without dropping earlier years from the analysis. Rolling, shrinking 
and progressive band analyses are used to detect the emergence of trends in the 
behavior of the dispersion and projection life. 

Options available in the Foster Associates actuarial life-analysis program in- 
clude the width and location of both placement and observation bands; the inter- 
val of years included in a selected band analysis; the estimator of the hazard rate 
(actuarial, conditional proportion retired, or maximum likelihood); the elements to 
include on the diagonal of a weight matrix (exposures, inverse of age, inverse of 
variance, or unweighted); and the age at which an observed life table is truncated. 
The program also provides tabular and graphics output as an aid in the analysis. 

While actuarial and semi-actuarial statistical methods are well suited to an 
analysis of plant categories containing a large number of homogeneous units (e.g., 
meters and services), the application of retirement dispersions is slightly different 
for plant categories composed of major items of plant that will most likely be re- 
tired as a single unit. Plant retirements fiom an integrated system prior to the re- 
tirement of the entire facility are viewed as interim retirements that will be re- 
placed in order to maintain the integrity of the system. Additionally, plant facili- 
ties may be added to the existing system (i.e., interim additions) in order to ex- 
pand or enhance its productive capacity without extending the service life of the 
existing system. A proper depreciation rate can be developed for an integrated 
system using a life-span method. 
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All plant accounts classified in Steam, Hydro and Other Production were 
identified by unit and treated as life-span categories in the 2013 study. Addition- 
ally, three structures accounts (390.10; 390.20; and 390.30) classified in the Gen- 
eral Plant function were treated as life-span categories in this and prior studies. 

NET SALVAGE ANALYSIS 
Depreciation rates designed to achieve the goals and objectives of depreciation 
accounting will include a parameter for future net salvage and a variable for aver- 
age net salvage reflecting both realized and future net salvage rates. 

Estimates of net salvage rates applicable to future retirements are most often 
derived from an analysis of gross salvage and cost of removal realized in the past. 
An analysis of past experience (including an examination of trends over time) 
provides a reasonable basis for estimating future salvage and cost of removal. 
However, consideration should also be given to events that may cause deviations 
fi-om net salvage realized in the past. Among the factors that should be considered 
are the age of plant retirements; the portion of retirements lilcely to be reused; 
changes in the method of removing plant; the type of plant to be retired in the fu- 
ture; inflation expectations; the shape of the projection life curve; and economic 
conditions that may warrant greater or lesser weight to be given to net salvage 
rates observed in the past. 

Average net salvage rates for an account or plant function are derived from a 
direct dollar weighting of a) historical retirements with historical (or realized) net 
salvage rates and b) future retirements (i.e., surviving plant) with the estimated fu- 
ture net salvage rate. Average net salvage rates will change, therefore, as addi- 
tional years of retirement and net salvage activity become available and as subse- 
quent plant additions modify the weighting of future net salvage estimates. The 
computation of estimated average net salvage rates is sl~own in Statement D. 

Future net salvage rates for steam production facilities (i.e., Big Stone, Coy- 
ote and Hoot Lake) were previously developed from the projected cost of disman- 
tling these facilities estimated in a demolition study commissioned by the Com- 
pany in 2008. Future net salvage rates recommended in the current study for both 
steam and other production plants were developed from a demolition study com- 
missioned by OTP in 201 3. Terminal dismantlement costs estimated in the 201 3 
deinolition study are summarized in Table 3 below. Terminal net salvage rates for 
general plant structures was estimated by OTP. The computation of future net sal- 
vage rates is shown in Statement E. 

Special consideration should also be given to the treatment of insurance pro- 
ceeds and other forms of third-party reimbursements credited to the depreciation 
reserve. A properly conducted net salvage study will exclude such activity from 
the estimate of future parameters and include the activity in the computation of 
realized and average net salvage rates. 
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I Ownership Inflation 
Plant 2012 Cost Share Rate AYFR 

Steam Production 
Big Stone $ 15,175,000 53.90% 2.00% 2046 
Coyote 21,490,300 35.00% 2.00% 2041 
Hoot Lake Units 2 and 3 6,707,000 100.00% 2.00% 2020 

Other Production 
Jarnestown $ 84,960 100.00% 2.00% 2023 
Lake Preston 79,718 100.00% 2.00% 2023 
Solway 66,033 100.00% 2.00% 2038 

Wind Farms 
Ashtabula 
Langdon 
Luverne 

General Plant 
General Office Bldg. $ (1,993,300) 100.00% 2.00% 2030 
Fleet Service Center (244,163) 100.00% 2.00% 2025 
Central Stores Bldg. (2,371,691) 100.00% 2.00% 2035 

Table 3. Demolition Costs 

Demolition -----I 

A five-year moving average analysis of the ratio of realized salvage and re- 
moval expense to the associated retirements was used in the 2013 study for 
transmission, distribution and general plant categories 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 opin- 
ions obtained fiom Company personnel were blended with judgment and histori- 
cal net salvage indications in developing estimates of the future. 

DEPRECIATION RESERVE ANALYSIS 
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 de- 
preciation accounting if the amount and timing of future retirements and net sal- 
vage are realized as predicted. The difference between a required (or theoretical) 
depreciation reserve and a recorded reserve provides a measurement of the ex- 
pected excess or shortfall that will remain in the depreciation reserve if corrective 
action is not taken to eliminate the reserve imbalance. 

Unlilte a recorded reserve which represents the net amount of depreciation 
expense charged to previous periods of operations, a theoretical reserve is a 
measure of the implied reserve requirement at the beginning of a study year if the 
timing of future retirements and net salvage is in exact conformance with a survi- 
vor curve chosen to predict the probable life of property still exposed to the forces 
of retirement. Stated differently, a theoretical depreciation reserve is the differ- 
ence between the recorded cost of plant presently in service and the sum of depre- 
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ciation expense and net salvage that will be charged in the future if retirements are 
distributed over time according to a specified retirement frequency distribution. 

The survivor curve used in the calculation of a theoretical depreciation re- 
serve is intended to describe forces of retirement that will be operative in the fu- 
ture. However, retirements caused by forces such as accidents, physical deteriora- 
tion and cl~anging technology seldom, if ever, remain stable over time. It is un- 
likely, therefore, that a probability or retirement frequency distribution can be 
identified that will accurately describe the age of plant retirements over the com- 
plete life cycle of a vintage. It is for this reason that depreciation rates should be 
reviewed periodically and adjusted for observed or expected changes in the pa- 
rameters chosen to describe the underlying forces of mortality. 

Although reserve records are commonly maintained by various account clas- 
sifications, the total utility reserve in relation to the sum of account computed re- 
serves is the most important indicator of the adequacy (or inadequacy) of recorded 
reserves. If statistical life studies have not been conducted or retirement disper- 
sion has been overlooked in setting depreciation rates, it is likely that some ac- 
counts will be over-depreciated and other accounts will be under-depreciated rel- 
ative to a calculated theoretical reserve. 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 depre- 
ciation reviews. It is appropriate, therefore, and consistent with group deprecia- 
tion theory to periodically redistribute or rebalance recorded reserves among the 
various primary accounts based upon the most recent estimates of retirement dis- 
persion and net salvage rates. 

Notwithstanding that Otter Tail responsibly rebalanced depreciation reserves 
(with Commission approval) in each full study and each technical update for near- 
ly twenty (20) years, the Department claimed in Docket No. E-017lD-11-886 
that: ". . . the only clear effect of OTP's practice of redistributing reserves is to 
create a layer of confusion on OTP's depreciation calculations." The Commission 
accepted the Department's criticism and ordered that: "OTP shall discontinue re- 
distributing its depreciation reserves effective with this filing." The stability in ac- 
crual rates and control of amortization accounts that Otter Tail achieved by re- 
balancing depreciation reserves has been eliminated by commission order and 
thus removed in the 2012 update and in the current study. 

Statement C provides a comparison of recorded and computed reserves at 
December 31, 2012. The recorded reserve was $573,277,438 or 41.6 percent of 
the depreciable plant investment. The corresponding computed reserve is 
$489,592,323 or 35.5 percent of the depreciable plant investment. A proportionate 
amount of the measured reserve imbalance of $83,685,114 will be amortized over 
the composite weighted-average remaining life of each rate category using the 

Attachment 1 
Page 18 of 108



remaining life depreciation rates proposed in this study. 

DEVELOPMENT OF ACCRUAL RATES 
The goal or objective of depreciation accounting is cost allocation over the eco- 
nomic life of an asset in proportion to the consumption of service potential. Ideal- 
ly, the cost of an asset-which represents the cost of obtaining a bundle of service 
units-should be allocated to future periods of operation in proportion to the 
amount of service potential expended during an accounting interval. The service 
potential of an asset is the present value of future net revenue (i.e., revenue less 
expenses exclusive of depreciation and other non-cash expenses) or cash inflows 
attributable to the use of that asset alone. 

Cost allocation in proportion to the consumption of service potential is often 
approximated by the use of depreciation methods employing time rather than net 
revenue as the apportionment base. Examples of time-based methods include 
sinking-fund, straight-line, declining balance, and sum-of-the-years' digits. The 
advantage of a time-based method is that it does not require an estimate of the 
remaining amount of service capacity an asset will provide or the amount of ca- 
pacity actually consumed during an accounting interval. Using a time-based allo- 
cation method, however, does not change the goal of depreciation accounting. If it 
is predictable that the net revenue pattern of an asset will either decrease or in- 
crease over time, then an accelerated or decelerated time-based method should be 
used to approximate the rate at which service potential is actually consumed. 

The time period over which the cost of an asset will be allocated to opera- 
tions is determined by the combination of a procedure and a technique. A depreci- 
ation procedure describes the level of grouping or sub-grouping of assets within a 
plant category. The broad group, vintage group, equal-life group, and item (or 
unit) are a few of the more widely used procedures. A depreciation technique de- 
scribes the life statistic used in a depreciation system. Whole life and remaining 
life (or expectancy) are the most common techniques. 

Depreciation rates recommended in the 2013 study were developed using a 
system composed of the straight-line method, vintage group procedure, remain- 
ing-life technique. This formulation of the accrual rate is equivalent to a straight- 
line method, vintage group procedure, whole-life technique with amortization of 
reserve imbalances over the estimated remaining life of each rate category. This 
system was proposed and adopted in the 1993 study and has been retained in each 
subsequent study and technical update. It is the opinion of Foster Associates that 
this system will remain appropriate for OTP, provided depreciation studies are 
conducted periodically and parameters are routinely adjusted to reflect changing 
operating conditions. Although the emergence of economic factors such as re- 
structuring and performance based regulation may ultimately encourage aban- 
donment of the straight-line method, no attempt was made in the current study to 
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address this concern. 

It is also the opinion of Foster Associates that amortization accounting is 
consistent with the goals and objectives of depreciation accounting and remains 
appropriate for the approved amortization categories. 
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INTRODUCTION 
This section provides a comparative summary of depreciation rates, annual depre- 
ciation accruals, recorded and computed depreciation reserves, and current and 
proposed service life and net salvage parameters recommended for OTP plant and 
equipment categories. The content of these statements is briefly described below. 

Statement A provides a comparative summary of current and pro- 
posed annual depreciation rates using the vintage group procedure, 
remaining-life technique. 
Statement B provides a comparison of current and proposed annu- 
alized 2013 depreciation accruals derived from the depreciation 
rates contained in Statement A. 
Statement C provides a comparison of recorded and computed re- 
serves for each rate category at December 3 1,2012. 
Statement D provides a summary of the components used to obtain 
weighted average net salvage rates. 
Statement E provides a computation of the estimated future net 
salvage rate for life-span categories. 
Statement F provides a comparative summary of current and pro- 
posed parameters and statistics including projection life, projection 
curve, average service life, average remaining life, and average and 
future net salvage rates. 

Current depreciation accruals shown on Statement B are the product of the 
plant investment (Column B) and current depreciation rates (Column D) shown 
on Statement A. These are the effective rates used by the Company for the mix of 
investments recorded on December 31, 2012. Similarly, proposed depreciation 
accruals shown on Statements B are the product of the plant investment and pro- 
posed depreciation rates (Column H) shown on Statement A. Proposed remaining 
life accrual rates (Statement A) are given by: 

1.0 - Reserve Ratio - Future Net Salvage Rate Accrual Rate = 
Remaining Life 

This formulation of a remaining-life accrual rate is equivalent to 

1.0 - Average Net Salvage Computed Reserve - Recorded Reserve Accrual Rate = -t 
Average Life Remaining Life 

where Average Net Salvage, Computed Reserve and Recorded Reserve are ex- 
pressed in percent. 
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Minnesota State Agency Rules 7825.0700, Subpart 1 provide that each utility 
shall file the following schedules (for each year since the last certification) in the 
form prescribed by the Commission: 

1. Plant in service (by primary account): 
a. Beginning and ending plant balances; 
b. Additions and retirements; and 
c. Adjustments and transfers. 

2. Analysis of depreciation reserve (by primary account): 
a. Beginning and ending reserve balances; 
b. Depreciation accruals and plant retirements; 
c. Cost of removal and gross salvage value; and 
d. Transfers, adjustments and other debits (credits). 

3. Summary of annual depreciation accruals (by primary account): 
a. Plant balance; 
b. Estimated net salvage; 
c. Depreciation reserve; 
d. Probable service life; and 
e. Depreciation accrual and rate. 

Accordingly, this section also includes the following statements wl~icll set 
forth the above information for each of the calendar years 2008 through 20 12: 

1. Statement G - Plant Activity; 
2. Statement H - Analysis of Depreciation Reserve; and 
3. Statement I - Summary of Annual Depreciation Accruals. 
Minnesota State Agency Rules 7825.0700, Subpart 2, B. provide 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 certifi- 
cation results. Any future additions or retirements that would materially affect the 
current certification results are discussed in the Company's application. 

Attachment 1 
Page 22 of 108



OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accrual Rates 

Current: VG Procedure I RL Technique 
Proposed: VG Procedure 1 RL Technique 

Statement A 

Current Proposed 
Rem. Fut. Net Accrual Rem. Fut. Net Reserve Accrual 

Account Description Life Salvage Rate Life Salvage Ratio Rate 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
31 5.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Steam Production Plant 
HYDRAULIC PRODUCTION 
331.00 Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hydraulic Production Plant 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Other Production Plant 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
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 

Total Distribution Plant 

28.76 5.0% 2.37% 
46.01 -75.0% 2.64% 
38.74 -100.0% 3.22% 
20.53 -5.0% 2.87% 
24.23 50.0% 1.46% 
29.33 -150.0% 4.84% 
31.19 -20.0% 2.60% 
22.00 2.90% 
8.58 6.43% 
t 5 Year Amortization --+ 

16.22 10.0% 3.99% 
10.28 -5.0% 5.34% 

2.69% 

32.22 5.0% 27.17% 
48.68 -75.0% 54.04% 
44.33 -100.0% 76.24% 
24.81 -5.0% 47.14% 
28.19 50.0% 14.88% 
33.52 -150.0% 110.09% 
30.89 -20.0% 39.58% 
20.64 35.12% 
4.42 50.67% 

t 5 Year Amortization 
17.10 10.0% 24.28% 
15.43 -5.0% 51.97% 
28.63 -20.1% 42.70% 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accrual Rates 

Current: VG Procedure 1 RL Technique 
Proposed: VG Procedure I RL Technique 

Statement A 

Current Proposed 
Rem. Fut. Net Accrual Rem. Fut. Net Reserve Accrual 

Account Description Life Salvage Rate Life Salvage Ratio Rate 
A 

GENERAL PLANT 
Depreciable 

390.00 Structures and lmprovements 
390.10 General Office Buildings 
390.20 Fleet Service Center Building 
390.30 Central Stores Building 
396.00 Power Operated Equipment 
397.40 Communication Towers 

Total Depreciable 
Amortizable 

391.00 Offlce Furniture 
391 . I 0  Offlce Equipment 
391.20 Duplicating Equipment 
391.50 Computer Systems 
391.60 Computer Related Equipment 
394.00 Tools, Shop and Garage Equipment 
394.20 Automated Meter Reading Equipment 
397.00 Communication Equipment 
397.10 Radio Telecommunication Equipment 
397.20 Microwave Equipment 
397.30 Radio Load Control Equipment 

Total Amortizable 
Total General Plant 
TOTAL UTILITY 

STEAM PRODUCTION 
Big Stone 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
31 5.00 Accessory Electric Equipment 

t 15 Year Amortization -+ 

t 10 Year Amortization -+ 

t 10 Year Amortization -+ 

t 5 Year Amortization -+ 

t 5 Year Amortization -+ 

t 15 Year Amortization -+ 
t 15 Year Amortization -+ 
t 15 Year Amortization -+ 

t 10 Year Amortization -+ 

t 15 Year Amortization -+ 

t 15 Year Amortization -+ 

t 10 Year Amortization -+ 
t 10 Year Amortization -+ 
t 5 Year Amortization -+ 
t 5 Year Amortization -+ 
t 15 Year Amortization -+ 

t 15 Year Amortization -t 
t 15 Year Amortization -+ 

t 10 Year Amortization -+ 
t 15 Year Amortization -+ 

t 10 Year Amortization -+ t 10 Year Amortization -+ 

10.37% 4.78 44.45% 10.37% 

316.00 Miscellaneous Power Plant Equipment 15.19 -8.6% 3.15% 32.02 -11.5% 61.77% 1.55% -- 
Total Big Stone 3.16% 32.02 -12.0% 62.24% 1.55% 

Hoot Lake Units 2 and 3 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Hoot Lake Units 2 and 3 
Coyote 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Coyote 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accrual Rates 

Current: VG Procedure I RL Technique 
Proposed: VG Procedure I RL Technique 

Statement A 

Current Proposed 
Rem. Fut. Net Accrual Rem. Fut. Net Reserve Accrual 

Account Description Life Salvage Rate Life Salvage Ratio Rate 
A 

HYDRAULIC PRODUCTION 
Hoot Lake 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hoot Lake 
Wright 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Wright 
Pisgah 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Pisgah 
Dayton Hollow 
331.00 Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Dayton Hollow 
Taplin Gorge 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Taplin Gorge 
Bernidji 
331.00 Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Bernidji 

Attachment 1 
Page 25 of 108



OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accrual Rates 

Current: VG Procedure I RL Technique 
Proposed: VG Procedure I RL Technique 

Statement A 

Current Proposed 
Rem. Fut. Net Accrual Rem. Fut. Net Reserve Accrual 

Account Description Life Salvage Rate Life Salvage Ratio Rate 
A B C D E F G H 

OTHER PRODUCTION 
Jamestown 
341 .OO Structures and Improvements 10.35 -0.6% 2.35% 10.35 -1.4% 73.01% 2.75% 
342.00 Fuel Holders and Accessories 10.35 -0.6% 2.31% 10.36 -1.4% 43.59% 5.58% 
343.00 Prime Movers 10.35 -0.6% 2.32% 10.35 -1.4% 78.89% 2.17% 
344.00 Generators 
345.00 Accessory Electric Equipment 10.36 -0.6% 1.96% 10.36 -1.4% 56.67% 4.32% 

10.36 -0.6% 4.12% 10.36 -1.4% 58.52% 4.14% 346.00 Miscellaneous Power Plant Equipment 
Total Jarnestown 2.33% 10.35 -1.4% 75.70% 2.48% 

Jarnestown Unit 1 
341 .OO Structures and Improvements 10.35 -0.6% 2.23% 10.35 -1.4% 76.39% 2.42% 
342.00 Fuel Holders and Accessories 10.35 -0.6% 2.27% 10.36 -1.4% 40.81% 5.85% 
343.00 Prime Movers 10.35 -0.6% 2.70% 10.35 -1.4% 75.33% 2.52% 
344.00 Generators 
345.00 Accessorv Electric Eaui~ment 10.35 -0.6% 1.64% 10.35 -1.4% 64.58% 3.56% 

10.36 -0.6% 4.80% 10.36 -1.4% 51.02% 4.86% 346.00 ~iscellaneous power'piant Equipment 
Total Jarnestown Unit 1 2.63% 10.35 -1.4% 70.64% 2.97% 

Jarnestown Unit 2 
341.00 Structures and Improvements 10.36 -0.6% 3.52% 10.36 -1.4% 40.30% 5.90% 
342.00 Fuel Holders and Accessories 10.35 -0.6% 2.76% 10.35 -1.4% 74.78% 2.57% 
343.00 Prime Movers 10.35 -0.6% 2.03% 10.35 -1.4% 81.59% 1.91% 
344.00 Generators 
345.00 Accessory Electric Equipment 10.36 -0.6% 2.69% 10.36 -1.4% 38.46% 6.08% 
346.00 ~iscellaneous Power Plant Equipment 10.35 -0.6% 2.05% 10.35 -1.4% 81.41% 1.93% 

Total Jamestown Unit 2 2.06% 10.35 -1.4% 80.53% 2.01% 
Lake Preston 
341.00 Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Lake Preston 
Ashtabula Wind Generation 
341.00 Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Ashtabula Wind Generation 
Langdon Wind Generation 
341.00 Structures and Improvements 20.50 4.11% 19.02 -1.5% 19.60% 4.31% 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 20.54 4.14% 19.02 -1.5% 18.87% 4.34% 
345.00 Accessory Electric Equipment 20.57 4.11% 19.02 -1.5% 19.32% 4.32% 
346.00 Miscellaneous Power Plant Equipment 4.11% 19.02 -1.5% 3.26% 5.17% -- 

Total Langdon Wind Generation 4.14% 19.02 -1.5% 18.92% 4.34% 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accrual Rates 

Current: VG Procedure I RL Technique 
Proposed: VG Procedure 1 RL Technique 

Statement A 

Current Proposed 
Rem. Fut. Net Accrual Rem. Fut. Net Reserve Accrual 

Account Description Life Salvage Rate Life Salvage Ratio Rate 
A 

Luverne Wind Generation 
341 .OO Structures and lrnprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Luverne Wind Generation 
Solway Combustion Turbine 
341 .OO Structures and Improvements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Solway Combustion Turbine 
Fergus Falls Control Center 
341.00 Structures and lrnprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Fergus Falls Control Center 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accruals 

Current: VG Procedure / RL Technique 
Proposed: VG Procedure I RL Technique 

Account Description 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Steam Production Plant 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 R ~ s ~ N o ~ ~ s ,  Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hydraulic Production Plant 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Other Production Plant 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
367.00 Underground Conductors and Devices 

U 368.00 Line Transformers 
D 
% 
h) 
0 

Statement B 

12/31/12 Minnesota 
Plant Allocation Current Annual Accrual Proposed Annual Accrual Difference 

Investment Factor Total Minnesota Total Minnesota Total Minnesota 
B C D E=C'D F G=C'F H=F-D 1-G-E 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accruals 

Current: VG Procedure I RL Technique 
Proposed: VG Procedure I RL Technique 

Statement B 

12/31/12 Minnesota 
Plant Allocation Current Annual Accrual Proposed Annual Accrual Difference 

Account Description Investment Factor Total Minnesota Total Minnesota Total Minnesota - - - --- .. - -  . - -  
H 

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 

Total Distribution Plant 
GENERAL PLANT 

Depreciable 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Building 
390.30 Central Stores Building 
396.00 Power Operated Equipment 
397.40 Communication Towers 

Total Depreciable 
Amortizable 

391 .OO Offlce Furniture 
391 . I0 Offlce Equipment 
391.20 Duplicating Equipment 
391.50 Computer Systems 
391.60 Computer Related Equipment 
394.00 Tools, Shop and Garage Equipment 
394.20 Automated Meter Reading Equipment 
397.00 Communication Equipment 
397.10 Radio Telecommunication Equipment 
397.20 Microwave Equipment 
397.30 Radio Load Control Equipment 

Total Amortizable 
Total General Plant 
TOTAL UTILITY 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accruals 

Current: VG Procedure 1 RL Technique 
Proposed: VG Procedure I RL Technique 

Statement B 

12/31/12 Minnesota 
Plant Allocation Current Annual Accrual Proposed Annual Accrual Difference 

Account Description Investment Factor Total Minnesota Total Minnesota Total Minnesota 
A 

STEAM PRODUCTION 
Big Stone 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Big Stone 
Hoot Lake Units 2 and 3 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessorv Electric Eauioment 
316.00 ~iscellaneous power'piant Equipment 

Total Hoot Lake Units 2 and 3 
Coyote 
31 1 .OO Structures and Improvements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
31 5.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Coyote 
HYDRAULIC PRODUCTION 
Hoot Lake 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hoot Lake 
Wright 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Watelways 
333.00 Water Wheels, Turbines & Generators 

U 334.00 Accessory Electric Equipment 
D 335.00 Miscellaneous Power Plant Equipment 
% Total Wright 
N 
CJl 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accruals 

Current: VG Procedure / RL Technique 
Proposed: VG Procedure / RL Technique 

Statement B 

12/31/12 Minnesota 
Plant Allocation Current Annual Accrual Proposed Annual Accrual Difference 

Account Description Investment Factor Total Minnesota Total Minnesota - -.- - - - . - -  
Total Minnesota 

H 

Pisgah 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Pisgah 
Dayton Hollow 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Dayton Hollow 
Taplin Gorge 
331 .OO Structures and lmprovements 
332.00 Reservoirs. Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Taplin Gorge 
Bernidji 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Bernidji 
OTHER PRODUCTION 
Jarnestown 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 

?J 345.00 Accessory Electric Equipment 
D 
0 346.00 Miscellaneous Power Plant Equipment 
rn Total Jarnestown 
IU 
0 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accruals 

Current: VG Procedure I RL Technique 
Proposed: VG Procedure I RL Technique 

Statement B 

12/31/12 Minnesota 
Plant Allocation Current Annual Accrual Proposed Annual Accrual Difference 

Account Description Investment Factor Total Minnesota Total Minnesota Total Minnesota 
A 

Jarnestown Unit I 
341 .OO Structures and Improvements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jarnestown Unit 1 
Jarnestown Unit 2 
341 .OO Structures and Improvements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jarnestown Unit 2 
Lake Preston 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Lake Preston 
Ashtabula Wind Generation 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Ashtabula Wind Generation 
Langdon Wind Generation 
341 .OO Structures and lmprovements 

u 
D 342.00 Fuel Holders and Accessories 

% 343.00 Prime Movers 

to 
344.00 Generators 

4 345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Langdon Wind Generation 
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OTTER TAIL POWER COMPANY 
Comparison of Current and Proposed Accruals 

Current: VG Procedure 1 RL Technique 
Proposed: VG Procedure I RL Technique 

Statement B 

12/31/12 Minnesota 
Plant Allocation Current Annual Accrual Proposed Annual Accrual Difference 

Account Description Investment Factor Total Minnesota Total Minnesota Total Minnesota 
r. C-C." *-c..c U-C r, I-c 5 

H 

Luverne Wind Generation 
341.00 Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Luverne Wind Generation 
Solway Combustion Turbine 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Solway Combustion Turbine 
Fergus Falls Control Center 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Fergus Falls Control Center 
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OTTER TAIL POWER COMPANY 
Depreciation Reserve Summary 
Vintage Group Procedure 
December 31.2012 

Statement C 

Account Description 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Steam Production Plant 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hydraulic Production Plant 
OTHER PRODUCTION 
341 .OO Structures and improvements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Other Production Plant 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
17 
9 DISTRIBUTION PLANT 
G) rn 362.00 Station Equipment 
N 364.00 Poles, Towers and Fixtures 
CD 365.00 Overhead Conductors and Devices 

367.00 Underground Conductors and Devices 

Plant Recorded Reserve Computed Reserve Reserve Imbalance 
Investment Amount Ratio Amount Ratio Amount Multiple 

B C D=C/B E F=EIB G=C-E H=GIC 
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OTTER TAIL POWER COMPANY 
Depreciation Reserve Summary 
Vintage Group Procedure 
December 31,2012 

Statement C 

Account Description 
A 

368.00 Line Transformers 
369.00 Overhead Services 
369.1 0 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 

Total Distribution Plant 
GENERAL PLANT 

Depreciable 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Building 
390.30 Central Stores Building 
396.00 Power Operated Equipment 
397.40 Communication Towers 

Total Depreciable 
Amortizable 

391 .OO Offlce Furniture 
391 . I0  Offlce Equipment 
391.20 Duplicating Equipment 
391.50 Computer Systems 
391.60 Computer Related Equipment 
394.00 Tools, Shop and Garage Equipment 
394.20 Automated Meter Reading Equipment 
397.00 Communication Equipment 
397.10 Radio Telecommunication Equipment 
397.20 Microwave Equipment 

TI > 397.30 Radio Load Control Equipment 

% Total Amortizable 

o Total General Plant 
0 

TOTAL UTILITY 
STEAM PRODUCTION 

Plant Recorded Reserve 
Investment Amount Ratio 

Computed Reserve Reserve Imbalance 
Amount Ratio Amount Multiple 
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OTTER TAIL POWER COMPANY 
Depreciation Reserve Summary 
Vintage Group Procedure 
December 31.201 2 

Statement C 

Plant Recorded Reserve Computed Reserve Reserve Imbalance 
Account Description Investment Amount Ratio Amount Ratio Amount Multiple - r...?.," c c..c,n e-P C U-c1,- 

A u L U-CIID c r - ~ z r ~  "-VL 1 ,-.J,u 

Big Stone 
31 1 .OO Structures and Improvements $ 22,725,586 $ 18,275,482 80.42% $ 11,678,676 51.39% $ 6,596,806 36.10% 
312.00 Boiler Plant Equipment 77,450,966 44,132,926 56.98% 28,712,738 37.07% 15,420,188 34.94% 
314.00 Turbogenerator Units 27,188,707 16,252,462 59.78% 10,042,983 36.94% 6,209,479 38.21 % 
315.00 Accessory Electric Equipment 9,244,689 6,372,751 68.93% 4,166,081 45.06% 2,206,670 34.63% 
316.00 Miscellaneous Power Plant Equipment 2,585,789 1,597,252 61.77% 1,051,333 40.66% 545,919 34.18% 

Total Big Stone $ 139,195,737 $ 86,630,873 62.24% $ 55,651,812 39.98% $ 30,979,062 35.76% 
Hoot Lake Units 2 and 3 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Hoot Lake Units 2 and 3 
Coyote 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Coyote 
HYDRAULIC PRODUCTION 
Hoot Lake 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hoot Lake 
-0 
D 
ff 
2 
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OTTER TAIL POWER COMPANY 
Depreciation Reserve Summary 
Vintage Group Procedure 
December 31,2012 

Statement C 

Plant Recorded Reserve Computed Reserve Reserve Imbalance 
Account Description Investment Amount Ratio Amount Ratio Amount Multiple - ,. --,.- - F-r ,m *-,-. r , ,-,-.,,-. 

A 

Wright 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Wright 
Pisgah 
331 .OO Structures and Improvements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Pisgah 
Dayton Hollow 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Dayton Hollow 
Taplin Gorge 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Taplin Gorge 
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OTTER TAIL POWER COMPANY 
Depreciation Reserve Summary 
Vintage Group Procedure 
December 31,2012 

Statement C 

Plant Recorded Reserve Computed Reserve Reserve Imbalance 
Account Descriotion Investment Amount Ratio Amount Ratio Amount Mult i~le 

I I 
A B C D=C/B E F=UB G=C-E H=GIC 

Bernidji 
331 .OO Structures and Improvements $ 199,805 $ 53,061 26.56% $ 71,698 35.88% $ (18,637) -35.12% 
332.00 Reservoirs, Dams and Waterways 659,793 199,537 30.24% 293,866 44.54% (94,330) -47.27% 
333.00 Water Wheels, Turbines & Generators 322,687 147,100 45.59% 168,169 52.12% (21,069) -14.32% 
334.00 Accessory Electric Equipment 5,376 2,458 45.73% 4,647 86.44% (2,189) -89.05% 
335.00 Miscellaneous Power Plant Equipment 1,070 98 9.14% 268 25.06% (1 70) -1 74.18% 

Total Bernidji $ 1,188,731 $ 402,253 33.84% $ 538,649 45.31% $ (136,395) -33.91% 
OTHER PRODUCTION 
Jarnestown 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jarnestown 
Jarnestown Unit 1 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jarnestown Unit 1 
Jarnestown Unit 2 
341 .OO Structures and Improvements $ 24,853 $ 10,015 40.30% $ 9,816 39.50% $ 199 1.99% 
342.00 Fuel Holders and Accessories 36,769 27,496 74.78% 23,248 63.23% 4,249 15.45% 
343.00 Prime Movers 3,797,542 3,098,354 81 59% 2,789,266 73.45% 309,088 9.98% 
344.00 Generators 

u 
D 345.00 Accessory Electric Equipment 67,608 26,004 38.46% 26,493 39.19% (489) -1.88% 

% 346.00 Miscellaneous Power Plant Equipment 27,042 22,014 81.41 % 19,750 73.04% 2,263 10.28% 
W Total Jarnestown Unit 2 $ 3,953,814 $ 3,183,883 80.53% $ 2,868,573 72.55% $ 315,310 9.90% 
W 
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OTTER TAIL POWER COMPANY 
Depreciation Reserve Summary 
Vintage Group Procedure 
December 31,2012 

Statement C 

Plant Recorded Reserve Computed Reserve Reserve Imbalance 
Account Description Investment Amount Ratio Ratio Amount Amount 

- - -  - - -  - - -  
Multiple 

- - 
A 

Lake Preston 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Lake Preston 
Ashtabula Wind Generation 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Ashtabula Wind Generation 
Langdon Wind Generation 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Langdon Wind Generation 
Luverne Wind Generation 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 

u 
D 345.00 Accessory Electric Equipment 

% 346.00 Miscellaneous Power Plant Equipment 
W Total Luverne Wind Generation 
P 

Attachment 1 
Page 39 of 108



OTTER TAIL POWER COMPANY 
Depreciation Reserve Summary 
Vintage Group Procedure 
December 31,2012 

Statement C 

Solway Combustion Turbine 
341 .OO Structures and Improvements $ 4,251,853 $ 1,193,324 28.07% $ 1,116,727 26.26% $ 76,597 6.42% 
342.00 Fuel Holders and Accessories 1,003,596 279,209 27.82% 260,907 26.00% 18,302 6.55% 
343.00 Prime Movers 21,220,090 5,992,829 28.24% 5,596,853 26.38% 395,976 6.61 % 
344.00 Generators 
345.00 Accessory Electric Equipment 1,253,141 356,678 28.46% 333,559 26.62% 23,119 6.48% 
346.00 Miscellaneous Power Plant Equipment 31 1,722 80,626 25.86% 75,621 24.26% 5,006 6.21% 

Total Solway Combustion Turbine $ 28,040,402 $ 7,902,666 28.18% $ 7,383,666 26.33% $ 519,000 6.57% 

Fergus Falls Control Center 
341 .OO Structures and Improvements $ - $ $ $ 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 591,638 284,251 48.04% 294,554 49.79% (10,302) -3.62% 
344.00 Generators 
345.00 Accessow Electric Equipment 
346.00 ~iscellaneous ~ o w e r ~ l a n t  Equipment 

Total Fergus Falls Control Center $ 591,638 $ 284,251 48.04% $ 294,554 49.79% $ (10,302) -3.62% 
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OTTER TAIL POWER COMPANY 
Average Net Salvage 

Statement D 

Account Description 
A 

STEAM PRODUCTION 
31 1.00 Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Steam Production Plant 
HYDRAULIC PRODUCTION 
331.00 Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels. Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hydraulic Production Plant 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Other Production Plant 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
367.00 Underground Conductors and Devices 
368.00 Line Transformers 
369.00 Overhead Services 
369.10 Underground Services 
370.00 Meters 

-0 
370.10 Load Management Switches 

D 370.20 Interruption Monitors 
0 371.20 Other Private Lighting m 373.00 Street Lighting and Signal Systems 
W 
0-l Total Distribution Plant 

Plant Investment Salvage Rate Net Salvage Average 
Additions Retirements Survivors Realized Future Realized Future Total Rate 

B C Ds6-C E F G=PC H=PD I=G+H J=IIB 
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OTTER TAIL POWER COMPANY 
Average Net Salvage 

Statement D 

Plant Investment Salvage Rate Net Salvage Average 
Account Description Additions Retirements Survivors Realized Future Realized Future - - -  - -.- . -.- Total Rate 

GENERAL PLANT 
Depreciable 

390.00 Structures and lmprovements 
390.10 General Office Buildings 
390.20 Fleet Service Center Building 
390.30 Central Stores Building 
396.00 Power Operated Equipment 
397.40 Communication Towers 

Total Depreciable 
Amortizable 

391.00 Offlce Furniture 
391.10 Offlce Equipment 
391.20 Duplicating Equipment 
391.50 Computer Systems 
391.60 Computer Related Equipment 
394.00 Tools, Shop and Garage Equipment 
394.20 Automated Meter Reading Equipment 
397.00 Communication Equipment 
397.10 Radio Telecommunication Equipment 
397.20 Microwave Equipment 
397.30 Radio Load Control Equipment 

Total Amortizable 
Total General Plant 
TOTAL UT lL lN  

STEAM PRODUCTION 
Big Stone 
31 1.00 Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Big Stone 
Hoot Lake Units 2 and 3 
311.00 Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Hoot Lake Units 2 and 3 
TI 
D 
$ 
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OTTER TAIL POWER COMPANY 
Average Net Salvage 

Statement D 

Plant Investment Salvage Rate Net Salvage Average 
Account Description Additions Retirements Survivors Realized Future Realized Future Total Rate 

A B C D.8-C E F G = E T  H=F'D I=G+H J=lIB 

Coyote 
31 1.00 Structures and Improvements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Coyote 
HYDRAULIC PRODUCTION 
Hoot Lake 
331.00 Structures and lmprovernents 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels. Turbines & Generators 
334.00 Accessorv Electric ECI~iDment 
335.00 ~ isce~~aneous ~ower'piant Equipment 48;615 48,615 

Total Hoot Lake $ 562.573 $ 8,084 $ 554,489 -2.5% $ (202) $ - $ (202) 
Wright 
331.00 Structures and Improvements $ 19,026 $ - $ 19,026 $ - $ - $ 
332.00 Reservoirs, Dams and Waterways 390,255 7,578 382,677 -85.8% (6,502) (6,502) -1.7% 
333.00 Water Wheels, Turbines & Generators 228,711 228,711 
334.00 Accessory Electric Equipment 200,524 200.524 
335.00 Miscellaneous Power Plant Equipment 127.011 12.032 114.979 -7.9% (951) (951) -0.7% 

Total Wright $ 965.527 $ 19,610 $ 945.917 -38.0% $ (7.452) $ - $ (7,452) -0.8% 
Pisgah 
331.00 Structures and Improvements $ 12.118 $ - $ 12,118 
332.00 Reservoirs, Dams and Waterways 341,275 341,275 
333.00 Water Wheels, Turbines & Generators 161,200 1.468 159,732 -1645.1% 
334.00 Accessow Electric Eauioment 11 1.257 11.445 99.812 -2.5% 
335.00 ~isce~lankous ~ower'piant Equipment 84,324 21.819 621505 -2.5% (545j i545) -0.6% 

Total Pisgah $ 710,174 $ 34,732 $ 675,442 -71.9% $ (24,982) $ - $ (24,982) -3.5% 
Dayton Hollow 
331.00 Structures and Improvements $ 16.269 $ - $ 16.269 $ - $ - $ 
332.00 Reservoirs. Dams and Waterways 860.267 44,264 816.003 -309.1% (1 36.820) (136,820) -15.9% 
333.00 Water Wheels, Turbines & Generators 239,295 12,544 226,751 -195.3% (24.498) (24,498) -10.2% 
334.00 Accessory Electric Equipment 193,849 507 193,342 41.7% 21 1 21 1 0.1% 
335.00 Miscellaneous Power Plant Equipment 11 9,474 8,084 11 1,390 -2.5% (202) (202) -0.2% 

Total Dayton Hollow $ 1,429,154 $ 65,399 $ 1,363,755 -246.7% $ (161,309) $ - $ (161,309) -11.3% 
Taplin Gorge 
331.00 Structures and Improvements $ 35,140 $ - $ 35,140 
332.00 Reservoirs, Dams and Waterways 620,787 18,000 602,787 -166.7% 

TI 333.00 Water Wheels. Turbines & Generators 15.110 15,110 i? 334.00 Accessorv Electric ECIuiDment 62.402 3.732 58.670 -4.7% -- m 335.00 ~iscellankous power'piant Equipment 130;263 26;871 103.392 -2.0% (537) (537) -0.4% 
0 
OJ Total Taplin Gorge $ 863,702 $ 48,603 $ 815,099 -63.2% $ (30,719) $ - $ (30,719) -3.6% 
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OTTER TAIL POWER COMPANY 
Average Net Salvage 

Statement D 

Plant Investment Salvage Rate Net Salvage Average 
Account Description Additions Retirements Survivors Realized Future Realized Future Total Rate 

A B C D=B-C E F G=E'C H=F'D l=G+H J=llB 

Bemidji 
331.00 Structures and lmprovements 
332.00 Reservoirs, Dams and Watenvays 
333.00 Water Wheels. Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Bemidji 
OTHER PRODUCTION 
Jamestown 
341.00 Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jamestown 
Jamestown Unit 1 
341.00 Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jamestown Unit 1 
Jamestown Unit 2 
341.00 Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jamestown Unit 2 
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 Miscellaneous Power Plant Equipment u 

D Total Lake Preston 
0 
m 
0 
CO 
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OTTER TAIL POWER COMPANY 
Average Net Salvage 

Statement D 

Plant Investment Salvage Rate Net Salvage Average 
Account Description Additions Retirements Survivors Realized Future Realized Future Total Rate 

Ashtabula Wind Generation 
341.00 Structures and Improvements $ 3,248,290 $ - $ 3,248,290 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 106,510,924 106,510,924 
345.00 ACC~SSON Electric E0ui~ment 6.219.783 6.219.783 . . 
346.00 ~isce~~aneous ~ower'piant Equipment 18,534 18,534 -1.2% (222) (222) -1.2% 

Total Ashtabula Wind Generation $ 115,997,531 $ - $ 115,997,531 -1.2% $ - $ (1,391,970) $ (1,391,970) -1.2% 

Langdon Wind Generation 
341 .OO Structures and Improvements $ 2.484.069 $ 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 69,297.707 458,118 68,839,589 -1.3% -1.5% (5,956) (1,032,594) (1,038,549) -1.5% 
345.00 ACC~SSON Electric Eauiument 6.990.877 6,990,877 -1.5% (1 04.863) (104,863) -1.5% 
346.00 ~iscellaneous ~ower'piant Equipment 41,430 41,430 -1.5% (621) (621) -1.5% 

Total Langdon Wind Generation $ 78,814.083 $ 458.118 $ 78,355,965 -1.3% -1.5% $ (5,956) $ (1,175,339) $ (1,181.295) -1.5% 

Luverne Wind Generation 
341.00 Structures and Improvements $ 2,266,581 $ - $ 2,266,581 -2.0% $ - $ (45,332) $ (45.332) -2.0% 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 65,342.937 203,709 65,139,228 -6.5% -2.0% (13.241) (1,302.785) (1,316,026) -2.0% 
345.00 Accessory Electric Equipment 4,851.757 4,851,757 -2.0% (97.035) (97.035) -2.0% 
346.00 Miscellaneous Power Plant Equipment 43.640 43.640 -2.0% (873) (873) -2.0% 

Total Luverne Wind Generation $ 72,504.915 $ 203,709 $ 72,301.206 -6.5% -2.0% $ (13.241) $ (1,446.024) $ (1,459.265) -2.0% 

Solway Combustion Turbine 
341.00 Structures and Improvements $ 4,259,853 $ 8,000 $ 4,251,853 -4.6% -0.4% $ (368) $ (17.007) $ (17.375) -0.4% 
342.00 Fuel Holders and Accessories 1,003.596 1,003,596 -0.4% (4.014) (4.014) -0.4% 
343.00 Prime Movers 21,254.836 34,746 21.220.090 28.7% -0.4% 9.972 (84,880) (74.908) -0.4% 
344.00 Generators 
345.00 Accessory Electric Equipment 1,253,141 1,253,141 -0.4% (5.013) (5.013) -0.4% 
346.00 Miscellaneous Power Plant Equipment 31 1,722 31 1.722 -0.4% (1.247) (1.247) -0.4% 

Total Solway Combustion Turbine $ 28,083,148 $ 42,746 $ 28,040.402 22.5% -0.4% $ 9,604 $ (112,162) $ (102.558) -0.4% 

Fergus Falls Control Center 
341.00 Structures and Improvements $ - $ - $ $ - $ - $ 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 650,974 59,336 591.638 6.2% 3,679 3.679 0.6% 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 ~iscellankous Power Plant Equipment 

2 Total Fergus Falls Control Center $ 650,974 $ 59,336 $ 591.638 6.2% $ 3,679 $ - $ 3.679 0.6% 
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OTTER TAIL POWER COMPANY 
Future Net Salvage 
Steam and Other Production 

Statement E 

Plant 
Account Description Investment 

A tl 

STEAM PRODUCTION 
Biq Stone 
31 1 .OO Structures and Improvements $ 22,725,586 
312.00 Boiler Plant Equipment 77,450,966 
314.00 Turbogenerator Units 27,188,707 
31 5.00 Accessory Electric Equipment 9,244,689 
316.00 Miscellaneous Power Plant Equipment 2,585,789 

Total Big Stone $ 139,195,737 

Future Retirements Net Salvage Rate Future Net Salvage 
Interim Final Interim Final Interim Final Total 

C t k ti=C;'t H=D‘t I=U+H 

Hoot Lake Units 2 and 3 
31 1 .OO Structures and lmprovements 

Future 

-1 1.9% 
-12.0% 
-12.0% 
-12.0% 
-1 1.5% 
-12.0% 

312.00 Boiler Plant Equipment 35,042,610 648,221 34,394,389 -5.0% -14.5% (32,411) (4;984,239) (5:016,650) -14.3% 
314.00 Turbogenerator Units 10,706,947 205,932 10,501,015 -5.0% -14.5% (10,297) (1,521,747) (1,532,044) -14.3% 
315.00 Accessorv Electric Eauiornent 2.360.442 46.831 2.313.61 1 -5.0% -14.5% (2.342) (335.275) (337.617) -14.3% . .  , 
316.00 ~ isce~~ankous ~ower'piant Equipment 1 ,0401383 181881 1 [021;502 -14.5% i148:030j il48:030j -14.2% 

Total Hoot Lake Units 2 and 3 $ 55,267,358 $ 1,039,998 $ 54,227,360 -4.9% -14.5% $ (51,056) $ (7,858,319) $ (7,909,375) -14.3% 
Coyote 
31 1 .OO Structures and Improvements $ 32,994,866 $ 2,490,964 $ 30,503,902 -5.0% -9.0% $ (124,548) $ (2,756,214) $ (2,880,762) -8.7% 
312.00 Boiler Plant Equipment 90,366,423 6,781,174 83,585,249 -5.0% -9.0% (339,059) (7,552,438) (7,891,497) -8.7% 
314.00 Turbogenerator Units 22,694,256 1,670,225 21,024,031 -5.0% -9.0% (83,511) (1,899,650) (1,983,767) -8.7% 
315.00 Accessory Electric Equipment 11,899.695 890.264 11,009,431 -5.0% -9.0% (44.513) (994.769) (1.039.283) -8.7% 
316.00 ~iscellankous ~ o w e r . ~ i a n t  Equipment 1,841,396 135,585 1,705,811 -9.0% (1 54,130) (154,130) -8.4% 

Total Coyote $ 159,796,636 $ 11,968,211 $ 147,828,425 -4.9% -9.0% $ (591,631) $ (13,357,202) $ (13,948,834) -8.7% 
OTHER PRODUCTION 
Jarnestown 
341 .OO Structures and Improvements $ 265,172 $ 7,114 $ 258,058 -1.4% $ - $ (3,628) $ (3,628) -1.4% 
342.00 Fuel Holders and Accessories 449,747 11,806 437,941 -1.4% (6,157) (6,157) -1.4% 
343.00 Prime Movers 6,674,855 180,729 6,494,126 -1.4% (91,299) (91,299) -1.4% 
344.00 Generators 
345.00 Accessory Electric Equipment 223,220 6,018 217,202 -1.4% (3,054) (3,054) -1.4% 
346.00 Miscellaneous Power Plant Equipment 109,578 2,873 106,705 -1.4% (1,500) (1,500) -1.4% 

Total Jarnestown $ 7,722,572 $ 208,539 $ 7,514,033 -1.4% $ - $ (105,637) $ (105,637) -1.4% 
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OTTER TAIL POWER COMPANY 
Future Net Salvage 
Steam and Other Production 

Statement E 

I Plant Future Retirements Net Salvage Rate Future Net Salvage Future 
Account Descri~tion Investment Interim Final Interim Final Interim Final Total Rate I 

Lake Preston 
341 .OO Structures and Improvements $ 205.567 $ 5,589 $ 199,978 -2.5% $ - $ (4,973) $ (4,973) -2.4% 
342.00 Fuel Holders and Accessories 328.705 8.816 319,889 -2.5% (7,955) (7,955) -2.4% 
343.00 Prime Movers 3,172,066 86,155 3,085,911 -2.5% (76,737) (76,737) -2.4% 
344.00 Generators 
345.00 Accessow Electric Equipment 369.280 10.069 359.21 1 -2.5% (8.932) (8.932) -2.4% 
346.00 ~iscellaneous ~ower'piant Equipment 21.607 585 21,022 -2.5% (523) (523) -2.4% 

Total Lake Preston $ 4,097.225 $ 11 1.214 $ 3,986.01 1 -2.5% $ - $ (99,119) $ (99,119) -2.4% 
Solway Combustion Turbine 
341 .OO Structures and Improvements $ 4,251,853 $ 272,111 $ 3,979,742 -0.4% $ - $ (16,756) $ (16,756) -0.4% 
342.00 Fuel Holders and Accessories 1,003,596 64,203 939,393 -0.4% (3,955) (3,955) -0.4% 
343.00 Prime Movers 21,220,090 1,358,174 19,861,916 -0.4% (83,623) (83,623) -0.4% 
344.00 Generators 
345.00 Accessory Electric Equipment 1,253,141 80,224 1,172,917 -0.4% (4,938) (4,938) -0.4% 
346.00 Miscellaneous Power Plant Equipment 31 1,722 19,901 291,821 -0.4% (1,229) ( I  ,229) -0.4% 

Total Solway Combustion Turbine $ 28,040,402 $ 1,794,613 $ 26,245,789 -0.4% $ - $ (110,501) $ (110,501) -0.4% 
Ashtabula Wind Generation 
341.00 Structures and Improvements $3,248,290 $164,263 $ 3,084,027 -1.3% $ - $ (38,881) $ (38,881) -1.2% 
342.00 Fuel Holders and Accessories -1.3% 
343.00 Prime Movers -1.3% 
344.00 Generators 106,510,924 5,385,966 101,124,958 -1.3% (1,274,896) (1,274,896) -1.2% 
345.00 Accessory Electric Equipment 6,219,783 314,528 5,905,255 -1.3% (74,448) (74,448) -1.2% 
346.00 ~iscellaneous power-Plant Equipment 18,534 928 17,606 -1.3% (222) (222) -1.2% 

Total Ashtabula Wind Generation $ 115,997,531 $ 5,865,685 $ 110,131,846 -1.3% $ - $ (1,388,447) $ (1,388,447) -1.2% 
Langdon Wind Generation 
341 .OO Structures and Improvements $2,484,069 $1 19,639 $ 2,364,430 -1.5% $ - $ (36,364) $ (36,364) -1.5% 
342.00 Fuel Holders and Accessories -1.5% 
343.00 Prime Movers -1.5% 
344.00 Generators 68,839,589 3,315,052 65,524,537 -1.5% (1,007,736) (1,007,736) -1.5% 
345.00 Accessory Electric Equipment 6,990,877 336,637 6,654,240 -1.5% (1 02,339) (1 02,339) -1.5% 
346.00 Miscellaneous Power Plant Equipment 41,430 1,972 39,458 -1.5% (607) (607) -1.5% 

Total Langdon Wind Generation $ 78,355,965 $ 3,773,300 $ 74,582,665 -1.5% $ - $ (1,147,046) $ (1,147,046) -1.5% 
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OTTER TAIL POWER COMPANY 
Future Net Salvage 
Steam and Other Production 

Statement E 

12/31/12 
Plant Future Retirements Net Salvage Rate Future Net Salvage Future 

Account Description Investment Interim Final Interim Final Interim Final 
- - . .-. .-, Total .-. . . . . Rate 

H u 
Luverne Wind Generation 
341 .OO Structures and Improvements $2,266,581 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 65,139,228 
345.00 Accessory Electric Equipment 4,851,757 
346.00 Miscellaneous Power Plant Equipment 43,640 

Total Luverne Wind Generation $ 72,301,206 
GENERAL PLANT 
390.1 0 General Of'fice Buildings $5,536,383 
390.20 Fleet Service Center Building 815,155 
390.30 Central Stores Building 3,904,166 
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OTTER TAIL POWER COMPANY 
Proposed Parameters 
Vintage Group Procedure 

Statement F 

Current Parameters Proposed Parameters 
P-Life1 Curve VG Rem. Avg. Fut. P-Life1 Curve VG Rem. Avg. Fut. 

Account Description AYFR Shape ASL Life Sal. Sal. AYFR Shape ASL Life Sal. Sal. 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Steam Production Plant 
HYDRAULIC PRODUCTION 
331.00 Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hydraulic Production Plant 
OTHER PRODUCTION 
341 .OO Structures and Improvements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Other Production Plant 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
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OTTER TAIL POWER COMPANY 
Proposed Parameters 
Vintage Group Procedure 

Statement F 

Account Description 
A 

DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
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 

Total Distribution Plant 
GENERAL PLANT 

Depreciable 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Building 
390.30 Central Stores Building 
396.00 Power Operated Equipment 
397.40 Communication Towers 

Total Depreciable 
Arnortiza ble 

391 .OO Offlce Furniture 
391 . I0  Offlce Equipment 
391.20 Duplicating Equipment 
391.50 Computer Systems 
391.60 Computer Related Equipment 

-0 394.00 Tools, Shop and Garage Equipment 
D 394.20 Automated Meter Reading Equipment 3 397.00 Communication Equipment 
P 
VI 

Current Parameters Proposed Parameters 
P-Life/ Curve VG Rem. Avg. Fut. P-Life/ Curve VG Rem. Avg. Fut. 
AYFR Shape ASL Life Sat. Sal. AYFR Shape ASL Life Sat. Sal. 

B C D E F G H I J K L M 
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OTTER TAIL POWER COMPANY 
Proposed Parameters 
Vintage Group Procedure 

Statement F 

Current Parameters Proposed Parameters 
P-Life1 Curve VG Rem. Avg. Fut. P-Life1 Curve VG Rem. Avg. Fut. 

I Account Descriotion AYFR Shaoe ASL Life Sal. Sal. AYFR Shaoe ASL Life ~ a l .  Sal. I 
A 

397.10 Radio Telecommunication Equipment 
397.20 Microwave Equipment 
397.30 Radio Load Control Equipment 

Total Amortizable 
Total General Plant 
TOTAL UTILITY 

STEAM PRODUCTION 
Big Stone 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Big Stone 
Hoot Lake Units 2 and 3 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Hoot Lake Units 2 and 3 
Coyote 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbogenerator Units 
315.00 Accessory Electric Equipment 
316.00 Miscellaneous Power Plant Equipment 

Total Coyote 
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OTTER TAIL POWER COMPANY 
Proposed Parameters 
Vintage Group Procedure 

Statement F 

Current Parameters Proposed Parameters 
P-Life1 Curve VG Rem. Avg. Fut. P-Life1 Curve VG Rem. Avg. Fut. 

Account Description AYFR Shape ASL Life Sal. Sal. AYFR Shape ASL Life Sal. Sal. 
- - 

A 

HYDRAULIC PRODUCTION 
Hoot Lake 
331.00 Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Hoot Lake 
Wright 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Wright 
Pisgah 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Pisgah 
Dayton Hollow 
331 .OO Structures and Improvements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Dayton Hollow 
u 
D 
$ 
P 
4 
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OTTER TAIL POWER COMPANY 
Proposed Parameters 
Vintage Group Procedure 

Statement F 

Current Parameters Proposed Parameters 
P-Life/ Curve VG Rem. Avg. Fut. P-Life/ Curve VG Rem. Avg. Fut. 

Account Description AYFR Shape ASL Life Sal. Sal. AYFR Shape ASL Life Sal. Sal. 
- - - - 

A 

Taplin Gorge 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Taplin Gorge 
Bernidji 
331 .OO Structures and Improvements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines & Generators 
334.00 Accessory Electric Equipment 
335.00 Miscellaneous Power Plant Equipment 

Total Bernidji 
OTHER PRODUCTION 
Jarnestown 
341 .OO Structures and lmprovements . 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jarnestown 
Jarnestown Unit 1 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 

2 346.00 Miscellaneous Power Plant Equipment 
$ Total Jarnestown Unit 1 
P m 
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OTTER TAIL POWER COMPANY 
Proposed Parameters 
Vintage Group Procedure 

Statement F 

Current Parameters Proposed Parameters 
P-Life1 Curve VG Rem. Avg. Fut. P-Life1 Curve VG Rem. Avg. Fut. 

Account Description AYFR Shape ASL Life Sal. Sal. AYFR Shape ASL Life Sal. Sal. 
A 

Jarnestown Unit 2 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Jarnestown Unit 2 
Lake Preston 
341.00 Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Lake Preston 
Ashtabula Wind Generation 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Miscellaneous Power Plant Equipment 

Total Ashtabula Wind Generation 
Langdon Wind Generation 
341.00 Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 

T1 
D 345.00 Accessory Electric Equipment 
0 
m 346.00 Miscellaneous Power Plant Equipment 
P Total Langdon Wind Generation a 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2008 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments - - - - Transfers - Balance - 

A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2008 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments Transfers Balance - n r-. r C 0 

H 

396.00 Power Operated Equipment 
397.00 Communication Equipment 
397.10 Radio Telecommunications Equipment 
397.20 Microwave Equipment 
397.30 Radio Load Control Equipment 
397.40 Communication Equipment - Towers 

Total General Plant 
TOTAL DEPRECIABLE PLANT 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2009 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments Transfers Balance 

A 
STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and Improvements 
332.00 Reservoirs, Dams and Wateways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total ~ransmission Plant 
2 
% 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2009 

Statement G 

Beginning Ending 
Account Description Balance - Additions - - - Retirements Adjustments Transfers - Balance - 

A 

DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground 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 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO 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 

Attachment 1 
Page 60 of 108



OTTER TAIL POWER COMPANY 
Plant Activity for 2009 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements - Adjustments - - Transfers - Balance 

A 
396.00 Power Operated Equipment 
397.00 Communication Equipment 
397.10 Radio Telecommunications Equipment 
397.20 Microwave Equipment 
397.30 Radio Load Control Equipment 
397.40 Communication Equipment - Towers 

Total General Plant 
TOTAL DEPRECIABLE PLANT 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2010 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments Transfers Balance 

A 
STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331.00 Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2010 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments Transfers Balance 

A 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground 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 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO 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 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2010 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments - - - - Transfers - Balance 

- 

396.00 Power Operated Equipment 534,531 
397.00 Communication Equipment 879,534 
397.10 Radio Telecommunications Equipment 972,587 
397.20 Microwave Equipment 2,806,088 
397.30 Radio Load Control Equipment 127,877 
397.40 Communication Equipment - Towers 1,486,754 

Total General Plant $ 47,860,459 
TOTALDEPRECIABLEPLANT $ 1,274,840,215 
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OTTER TAIL POWER COMPANY 
Plant Activity for 201 1 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adiustments Transfers Balance - - - - 

H 

STEAM PRODUCTION 
311.00 Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Watetways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 

Attachment 1 
Page 65 of 108



OTTER TAIL POWER COMPANY 
Plant Activity for 201 1 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments Transfers Balance 

- - 
A 

DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground 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 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO 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 
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OTTER TAIL POWER COMPANY 
Plant Activity for 201 1 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments Transfers Balance 

- - - - - 
A 6 

396.00 Power Operated Equipment 591,251 
397.00 Communication Equipment 847,314 
397.10 Radio Telecommunications Equipment 959,570 
397.20 Microwave Equipment 2,897,529 
397.30 Radio Load Control Equipment 158,538 
397.40 Communication Equipment - Towers 1,486,754 

Total General Plant $ 48,726,898 
TOTAL DEPRECIABLE PLANT $ 1,292,628,727 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2012 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments - - - - Transfers - Balance 

A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2012 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adiustments 

- - Transfers Balance 
A 

DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground 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 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO 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 
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OTTER TAIL POWER COMPANY 
Plant Activity for 2012 

Statement G 

Beginning Ending 
Account Description Balance Additions Retirements Adjustments Transfers Balance 

A B C D E F G 
396.00 Power Operated Equipment 591,251 (5,133) 586,118 
397.00 Communication Equipment 665,003 2,179 5,092 662,089 
397.10 Radio Telecommunications Equipment 1,416,496 12,613 5,302 (68,789) 1,355,018 
397.20 Microwave Equipment 3,239,765 233,603 50,789 3,422,579 
397.30 Radio Load Control Equipment 158,538 289,238 856 446,920 
397.40 Communication Equipment - Towers 1,690,677 1,098 1,691,775 

Total General Plant $ 49,381,844 $ 2,098,772 $ 2,133,011 $ (68,789) $ 49,278,816 
TOTAL DEPRECIABLE PLANT $ 1,330,790,905 $ 61,419,406 $ 11,137,015 $ (1,584,921) $ 1,379,488,375 
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OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 2008 

Statement H 

Credits Debits 
Beginning Gross Cost of Other Credits Ending 

Account Description Balance Accruals Salvage Retirements Removal (Debits) Balance 

STEAM PRODUCTION 
31 1 .OO Structures and Improvements $ 42,554,828 $ 1,159,146 $ 14,385 $ 1,772 $ (116,591) $ 43,581,227 
312.00 Boiler Plant Equipment 110,152,150 5,705,139 61,949 1 , I  97,656 482,120 (457,794) 113,781,668 
314.00 Turbo Generator Units 31,765,563 2,107,718 94,887 2,395,364 1 19,462 394,720 31,848,062 
315.00 Accesson, Electric Equipment 13,581,439 398,903 3,737 1,609 11,936 13,986,932 
316.00 Misc. power Plant ~ ~ u i p m e n t  2,686.487 190,402 9,387 50,926 1,011 167,729 3,002,069 

Total Steam Production $ 200,740,468 $ 9,561,307 $ 166,222 $ 3,662,068 $ 605,974 $ 206,199,957 
HYDRAULIC PRODUCTION 
331 .OO Structures and Improvements $ 138,356 $ 3,519 $ (2,668) $ 139,207 
332.00 Reservoirs, Dams and Waterways 1 , I  08,530 24,234 7,578 6,500 214 1 , I  18,899 
333.00 Water Wheels, Turbines and Gen. 277,462 44,951 1,832 324,245 
334.00 Accessory Electric Equipment 169,611 21,681 751 192,043 
335.00 Misc. Power Plant Equipment 83,724 4,509 (1 29) 88,104 

Total Hydraulic Production $ 1,777,683 $ 98,894 $ - $ 7,578 $ 6,500 $ 1,862,499 
OTHER PRODUCTION 
341 .OO Structures and Improvements $ 933,326 $ 127,206 
342.00 Fuel Holders and Accessories 547,369 39,525 
343.00 Prime Movers 10,172,207 823,608 
344.00 Generators 3,414,808 
345.00 Accessorv Electric Equipment 442,179 42,170 
346.00 Misc. power Plant ~ ~ u i p m e n t  

Total Other Production 
TRANSMISSION PLANT 
353.00 Station Equipment $ 21,359,674 $ 1,208,871 $24,080 $ 339,167 $ 63,874 $ (86,951) $ 22,102,633 
354.00 Towers and Fixtures 2,569,347 89,664 (43,776) 2,615,236 
355.00 Poles and Fixtures 30,430,712 1,461,699 16,912 194,311 327,666 241,259 31,628,604 
356.00 Overhead Conductors and Devices 23,735,495 1,213,018 11,157 169,838 21 0,902 (1 72,184) 24,406,746 
358.00 Underground Conductors and Devices 53,543 1,929 (514) 54,958 

Total Transmission Plant $ 78,148,772 $ 3,975,182 $ 52,148 $ 703,316 $ 602,442 $ (62,166) $ 80,808,178 
DISTRIBUTION PLANT 
362.00 Station Equipment $ 13,823,718 $ 1,231,638 $527,649 $ 587,924 $ 103,300 $ 655,826 $ 15,547,607 

T1 
D 364.00 Poles, Towers and Fixtures 24,311,427 1,352,251 115,581 80,105 185,684 204,976 25,718,447 

% 365.00 Overhead Conductors and Devices 18,434,963 1,008,658 251,866 161,104 179,206 192,128 19,547,305 
0-1 366.00 Underground Conduit 5,165 154 (531 8) a 367.00 Underground Conductors and Devices 20,804,107 1,530,619 6,249 209,566 15,302 430,273 22,546,379 

368.00 Line Transformers 23,297,942 1,366,332 305,526 483,256 199,608 50,913 24,337,850 
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OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 2008 

Statement H 

Credits Debits 
Beginning Gross Cost of Other Credits Ending 

Account Description Balance Accruals Salvage Retirements Removal (Debits) Balance 
A 

369.00 Overhead Services 
369.10 Underground Services 
370.00 Meters 
370.1 0 Load Management Switches 
370.20 Interruption Monitors 
371.20 Other Private Lighting 
373.00 Street Lighting and Signal Systems 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO Office Furniture 
391 . I0  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 Telecommunications Equipment 
397.20 Microwave Equipment 
397.30 Radio Load Control Equipment 
397.40 Communication Equipment - Towers 

Total General Plant 
TOTAL DEPRECIABLE PLANT $ 443,429,226 $ 29,758,651 $ 1,476,790 $ 8,690,669 $ 2,072,043 $ 2,170 $ 463,904,124 

Attachment 1 
Page 72 of 108



OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 2009 

Statement H 

Credits Debits 
Beginning Gross Cost of Other Credits Ending 

Account Description Balance Accruals Salvaae Retirements Removal (Debits) Balance 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. power Plant ~ ~ u i p m e n t  88,104 4,466 (801) 91,769 

Total Hydraulic Production $ 1,862,499 $ 119,331 $ - $ 17,682 $ 30,769 $28,385 $ 1,961,763 
OTHER PRODUCTION 
341 .OO Structures and Improvements $ 1,059,907 $ 196,219 
342.00 Fuel Holders and Accessories 590,023 39,774 
343.00 Prime Movers 10,793,258 872,499 
344.00 Generators 3,414,808 8,287,210 
345.00 Accessory Electric Equipment 487,163 229,335 
346.00 Misc. power Plant Equipment 11 0,028 13,168 (777) 122,419 

Total Other Production $ 16,455,186 $ 9,638,205 $ - $ 26,746 $ 340 $34,197 $ 26,100,502 
TRANSMISSION PLANT 
353.00 Station Equipment $ 22,102,633 $5 1,021,318 $ 31,641 $ 24,472 $ 5,975 $ (7,977,314) $ 15,147,831 
354.00 Towers and Fixtures 2,615,236 69,793 (472,049) 2,212,980 
355.00 Poles and Fixtures 31,628,604 1,743,501 7,298 120,449 109,778 3,413,522 36,562,698 
356.00 Overhead Conductors and Devices 24,406,746 1,376,550 5,096 85,075 97,774 3,753.653 29,359,196 
358.00 Underground Conductors and Devices 54,958 2,881 6,663 64,501 

Total Transmission Plant $ 80,808,178 $ 4,214,042 $ 44,035 $ 229,995 $ 213,528 $ (1,275,525) $ 83,347,207 
DISTRIBUTION PLANT 

u 
D 362.00 Station Equipment $ 15,547,607 $ 1,231,414 $ 573,982 $ 821,647 $ 238,975 $ (537,203) $ 15,755,178 
0 364.00 Poles, Towers and Fixtures 25,718,447 1,488,609 84,064 66,357 168,275 2,998,028 30,054,517 
rn 
CT) 

365.00 Overhead Conductors and Devices 19,547,305 1,381,322 95,646 132,733 93,442 10,566,795 31,364,893 
(I) 366.00 Underground Conduit 

367.00 Underground Conductors and Devices 22,546,379 1,560,542 9,133 128,769 14,177 1,387,152 25,360,261 
368.00 Line Transformers 24,337,850 869,551 359,969 458,656 198,593 (1 5,720,173) 9,189,947 
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OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 2010 

Statement H 

Credits Debits 
Beginning Gross Cost of Other Credits Ending 

Account Description Balance Accruals Salvage Retirements Removal (Debits) Balance 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and Improvements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and Improvements $ 1,511,427 $ 353,242 $ 105,828 $ 1,970,498 
342.00 Fuel Holders and Accessories 617,236 40,630 (2,742) 655,124 
343.00 Prime Movers 11,671,333 867,823 (20,277) .12,518,879 
344.00 Generators 10,804,248 9,766,037 (350,498) 20,219,787 
345.00 Accessory Electric Equipment 1,373,838 559,447 268,037 2,201,322 
346.00 Misc. Power Plant Equipment 122,419 13,259 (349) 135,329 

Total Other Production $ 26,100,502 $ 11,600,438 $ - $ - $ - $ (0) $ 37,700,940 
TRANSMISSION PLANT 
353.00 Station Equipment $ 15,147,831 
354.00 Towers and Fixtures 2,212,980 
355.00 Poles and Fixtures 36,562,698 
356.00 Overhead Conductors and Devices 29,359,196 
358.00 Underground Conductors and Devices 64,501 

Total Transmission Plant $ 83,347,207 
DISTRIBUTION PLANT 
362.00 Station Equipment $ 15,755,178 
364.00 Poles, Towers and Fixtures 30,054,517 

TI 
9 365.00 Overhead Conductors and Devices 31,364,893 
% 366.00 Underground Conduit 
-I 367.00 Underground Conductors and Devices 25,360,261 
o 368.00 Line Transformers 9,189,947 
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OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 2010 

Statement H 

Credits Debits 
Beginning Gross Cost of Other Credits Ending 

Account Description Balance Accruals Salvage Retirements Removal (Debits) Balance - 
A 

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 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO Office Furniture 
391 . I0  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 Telecommunications Equipment 
397.20 Microwave Equipment 
397.30 Radio Load Control Equipment 
397.40 Communication Equipment - Towers 

Total General Plant 
TOTAL DEPRECIABLE PLANT 
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OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 201 1 

Statement H 

Credits Debits 
Beginning Gross Other Credits Ending Cost of 

Account Description Balance Accruals Salvage Retirements Removal (Debits) Balance 
- - - - 

A I3 C U E F G H 
STEAM PRODUCTION 
31 1 .OO Structures and Improvements $ 43,859,536 $1,230,465 $101,689 $24,240 $1,526 $ 44,965,598 
312.00 Boiler Plant Equipment 121,413,576 5,766,161 290 3,773,841 48,634 5,556 123,363,108 
314.00 Turbo Generator Units 34,544,719 1,838,675 743,928 8,479 (5,556) 35,625,431 
315.00 Accessory Electric Equipment 14,937,650 500,785 2,650 14,714 1,791 15,424,580 
316.00 Misc. Power Plant Equipment 3,111,435 183,239 2,769 209,639 1,225 3,086,580 

Total Steam Production $ 217,866,917 $ 9,519,325 $ 5,709 $ 4,843,811 $ 84,368 $1,526 $ 222,465,298 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Wateways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
353.00 Station Equipment $ 16,093,256 $1,036,679 $22,453 $227,721 $52,225 $71,699 $ 16,944,140 
354.00 Towers and Fixtures 2,284,828 70,351 2,355,179 
355.00 Poles and Fixtures 37,626,276 1,706,776 464,654 157,613 181,890 39,458,203 
356.00 Overhead Conductors and Devices 30,366,333 1,395,996 351,048 98,851 107,017 364 31,907,873 
358.00 Underground Conductors and Devices 63,611 1,750 1 33 65,328 

Total Transmission Plant $ 86,434,304 $ 4,211,551 $ 838,156 $ 484,219 $ 341,132 $ 72,063 $ 90,730,723 
DISTRIBUTION PLANT 
362.00 Station Equipment $ 16,805,750 $1,449,906 $308,556 $1,034,547 $136,057 ($76,259) $ 17,317,349 
364.00 Poles, Towers and Fixtures 32,083,999 1,603,976 321,239 135,121 270,739 (7) 33,603,347 

TI 
D 

365.00 Overhead Conductors and Devices 32,549,015 1,421,640 180,036 193,438 155,403 (1) 33,801,848 

z 366.00 Underground Conduit 

-4 
367.00 Underground Conductors and Devices 26,660,090 1,666,032 55,162 217,717 28,093 (182) 28,135,291 

N 368.00 Line Transformers 9,732,519 1,005,768 518,716 500,083 275,914 4,387 10,485,393 
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OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 201 1 

Statement H 

Credits Debits 
Beginning Gross Cost of Other Credits Ending 

Account Description Balance Accruals Salvage Retirements Removal (Debits) Balance 
A 

369.00 Overhead Services 
369.10 Underground Services 
3'70.00 Meters 
370.1 0 Load Management Switches 
370.20 Interruption Monitors 
371.20 Other Private Lighting 
373.00 Street Lighting and Signal Systems 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO Office Furniture 
391 . I0  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 Telecommunications Equipment 
397.20 Microwave Eauiament . . . . 
397.30 Radio Load cbniro~ Eauiament 87.472 15:854 103.325 

8 n 

397.40 Communication Equipment - Towers 618:761 51 :873 18,091 652,544 
Total General Plant $ 18,417,965 $ 2,532,658 $ 255,434 $ 3,639,758 $ 42,882 $ (1,526) $ 17,521,891 
TOTAL DEPRECIABLE PLANT $ 520,061,614 $38,055,577 $ 2,505,928 $ 12,649,514 $ 1,498,815 $ - $ 546,474,790 
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OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 2012 

Statement H 

Credits Debits 
Beginning Gross Cost of Other Credits Ending 

Account Description Balance Accruals Salvage Retirements Removal (Debits) Balance 
A B C D E F G H 

STEAM PRODUCTION 
31 1 .OO Structures and Improvements $ 44,965,598 $ 1,168,860 $ 85,326 $ 47,663 $2,448 $ 46,003,918 
312.00 Boiler Plant Equipment 123,363,108 6,269,949 53,155 3,435,075 1,239,021 (497,715) 124,514,402 
314.00 Turbo Generator Units 35,625,431 1,736,680 21,469 1,242,112 80,996 36,060,473 
315.00 Accessory Electric Equipment 15,424,580 556,814 478,242 11 0,421 495,267 15,887,998 
316.00 Misc. power Plant ~ ~ u i p m e n t  

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and Improvements $ 159,684 $ 17,213 $1 $ 292 $ 243 $ 176,363 
332.00 Reservoirs, Dams and Waterways 1,213,999 127,107 2 66,127 157,845 (526) 1,116,610 
333.00 Water Wheels, Turbines and Gen. 490,787 55,380 11 1 2,440 21,902 521,937 
334.00 Accesson, Electric Equi~ment 314,720 27.328 6 12,908 1,508 327,639 
335.00 Misc. power Plant ~ ~ " i p m e n t  

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO 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 - 

Total Other Production $ 
TRANSMISSION PLANT 
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 65,328 2,313 67,641 

Total Transmission Plant $ 90,730,723 $ 4,738,298 $ 215,096 $ 539,271 $ 424,240 $ (6,457) $ 94,714,148 
DISTRIBUTION PLANT 
362.00 Station Equipment $ 17,317,349 $ 1,560,095 $278,713 $ 624,998 $ 139,728 $ (80,346) $ 18,311,085 

u 364.00 Poles, Towers and Fixtures 33,603,347 1,656,776 70,934 126,249 273,679 3,248 34,934,377 
9 365.00 Overhead Conductors and Devices 33,801,848 1,440,295 183,336 268,776 152,331 3,792 35,008,164 
% 366.00 Underground Conduit 
-J 367.00 Underground Conductors and Devices 28,135,291 1,764,176 21,370 155,209 25,820 29,739,808 
P 368.00 Line Transformers 10,485,393 1,061,335 387,108 428,907 244,508 99 11,260,520 
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OTTER TAIL POWER COMPANY 
Analysis of Depreciation Reserve for 2012 

Statement H 

Credits Debits 
Beginning Gross Cost of Other Credits Ending 

Account Description Balance Accruals Salvage Retirements Removal (Debits) Balance 
A 

369.00 Overhead Services 
369.10 Underground Services 
370.00 Meters 
370.1 0 Load Management Switches 
370.20 Interruption Monitors 
371.20 Other Private Lighting 
373.00 Street Lighting and Signal Systems 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements $ 4,346,262 
390.10 General Office Buildings 2,093,061 
390.20 Fleet Service Center Buildings 446,518 
390.30 Central Stores Building 1,904,625 
391 .OO Office Furniture 1,218,139 
391 . I  0 Office Equipment 456,835 
391.20 Duplicating Equipment 418,435 
391.50 Computer Systems 1,082,919 
391.60 Computer Related Equipment 1,018,509 
393.00 Stores Equipment (0) 
394.00 Tools, Shop and Garage Equipment 1,198,115 
394.20 Automated Meter Reading Equipment 183,611 
395.00 Laboratory Equipment 18,181 
396.00 Power Operated Equipment 206,625 
397.00 Communication Equipment 230,546 
397.10 Radio Telecommunications Equipment 453,777 
397.20 Microwave Equipment 1,489,862 
397.30 Radio Load Control Equipment 103,325 
397.40 Communication Equipment - Towers 652,544 

Total General Plant $ 17,521,891 
TOTAL DEPRECIABLE PLANT $ 546,474,790 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 2008 

Statement I 

Account Description 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground Conduit 
367.00 Underground Conductors and Devices 

u 
D 368.00 Line Transformers 

!? 369.00 Overhead Services 
369.10 Underground Services 

4 
cn 370.00 Meters 

370.1 0 Load Management Switches 

Beginning Beginning 
Plant Est. Future Net Salvage Depreciation Net Projection Remaining Annual Accrual 

Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
B C D E F=B-D-E G H I=F/H J=IIB 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 2008 

Statement I 

Beginning Beginning 
Plant Est. Future Net Salvage Depreciation Net Projection Remaining Annual Accrual 

Account Description Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
A 

370.20 Interruption Monitors 
371.20 Other Private Lighting 
373.00 Street Lighting and Signal Systems 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO Office Furniture* 
391 . I0 Office Equipmenr 
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 Equipmenr 
397.1 0 Radio Telecommunications Equipment* 
397.20 Microwave Equipment* 
397.30 Radio Load Control Equipment* 
397.40 Communication Equipment - Towers 

Total General Plant 
TOTAL DEPRECIABLE PLANT 

*Amortization Account. (Col. I = Col. B 1 Col. G) 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 2009 

Statement I 

Account Descri~tion 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground Conduit 
367.00 Underground Conductors and Devices 

-0 
D 368.00 Line Transformers 
0 369.00 Overhead Services 
rn 
d 

369.1 0 Underground Services 
CO 370.00 Meters 

370.1 0 Load Management Switches 

Beginning Beginning 
Plant Est. Future Net Salvage Depreciation Net Projection Remaining Annual Accrual 

Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
B C D E F=B-D-E G H I=FIH J=IIB 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 2009 

Statement I 

Beginning Beginning 
Plant Est. Future Net Salvage Depreciation Net Projection Remaining Annual Accrual 

Account Description Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
A B C D E F=B-D-E G H I=F/H J=I/B 

370.20 Interruption Monitors 624,779 (306,351) 931,130 5.00 1.67 557,563 89.24% 
371.20 Other Private Liahtins 3.775.524 10.0% 377,552 1,285,210 2.1 12,762 22.00 16.74 126.210 3.34% 
373.00 Street Lighting and Signal Systems 4,341,586 -5.0% (217,079) 2,420,834 2,137,831 18.00 10.31 207,355 4.78% 

Total Distribution Plant $ 340,710,106 -22.9% $ (78,069,520) $ 141,507.742 $ 277,271,885 29.02 $ 9,553,651 2.80% 
GENERAL PLANT 
390.00 Structures and lrnprovements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO Office Furniture* 
391 . I0 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 Telecommunications Equipment* 
397.20 Microwave Equipment* 
397.30 Radio Load Control Equipment* 
397.40 Communication ~ ~ u i ~ m e n t  - Towers 1,486,754 5.0% 74,338 606,327 806,089 30.00 14.48 55,669 3.74% 

Total General Plant $ 47,844,071 3.1% $ 1,486,368 $ 17,070,562 $ 29,287,140 40.86 $ 716,778 1.50% 
TOTAL DEPRECIABLE PLANT $ 1,168,268,304 -14.0% $ (163,851,166) $ 463,904,124 $ 868,215,346 

*Amortization Account. (Col. I = Col. B I Col. G) 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 2010 

Statement I 

Beginning Beginning 
Plant Est. Future Net Salvage Depreciation Net Projection Remaining Annual Accrual 

Account Description Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
A 

STEAM PRODUCTION 
31 1 .OO Structures and Improvements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and Improvements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO 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 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground Conduit 

Ti 367.00 Underground Conductors and Devices 
D 368.00 Line Transformers 
ff 369.00 Overhead Services 
m 369.10 Underground Services 
0 370.00 Meters 

370.10 Load Management Switches 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 2010 

Statement I 

Beginning Beginning 
Plant Est. Future Net Salvage Depreciation Net Projection Remalnlng Annual Accrual 

Account Descript~on Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
A 

370.20 Interruption Monitors 
371.20 Other Private Lighting 
373.00 Street Lighting and Signal Systems 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.10 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO Office Furniture* 
391 .I0 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 Telecommunications Equipment* 
397.20 Microwave Equipment* 
397.30 Radio Load Control Equipment* 
397.40 Communication Equipment - Towers 

Total General Plant 
TOTAL DEPRECIABLE PLANT 

"Amortization Account. (Col. I = Col. B I Col. G) 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 201 1 

Statement I 

Account Description 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331 .OO Structures and lmprovements 
332.00 Reservoirs. Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground Conduit 

73 367.00 Underground Conductors and Devices 
D 368.00 Line Transformers 
Om 369.00 Overhead Services 
w 369.10 Underground Services 
10 370.00 Meters 

370.1 0 Load Management Switches 

Beainnina Beainnina I 
Plant - Est. Future Net Salvage ~epreciation Net Projection Remaining Annual Accrual 

Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
B C D=B*C E F=B-D-E G H I=F/H J=I/B 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 201 1 

Statement I 

I Beginning Beainnina I 
Plant - Est. Future Net Salvage ~e~rec ia t ion Net Projection Remaining Annual Accrual 

Account Description Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
A B C D=B*C E F=B-D-E G H I=F/H J=I/B 

370.20 Interruption Monitors 
371.20 Other Private Lighting 
373.00 Street Lighting and Signal Systems 

Total Distribution Plant 
GENERAL PLANT 
390.00 Structures and Improvements 
390.1 0 General Office Buildings 
390.20 Fleet Service Center Buildings 
390.30 Central Stores Building 
391 .OO Office Furniture* 
391 . I0 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 Telecommunications Equipment* 
397.20 Microwave Equipment* 
397.30 Radio Load Control Equipment* 
397.40 Communication Equipment - Towers 

Total General Plant 
TOTAL DEPRECIABLE PLANT $ 1,292,628,727 -13.0% $ (167,795,715) $ 520,061,614 $ 940,362,828 26.03 $ 36,132,875 2.80% 

*Amortization Account. (Col. I = Col. B I Col. G) 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 2012 

Statement I 

Account Description 
A 

STEAM PRODUCTION 
31 1 .OO Structures and lmprovements 
312.00 Boiler Plant Equipment 
314.00 Turbo Generator Units 
315.00 Accessory Electric Equipment 
316.00 Misc. Power Plant Equipment 

Total Steam Production 
HYDRAULIC PRODUCTION 
331.00 Structures and Improvements 
332.00 Reservoirs, Dams and Waterways 
333.00 Water Wheels, Turbines and Gen. 
334.00 Accessory Electric Equipment 
335.00 Misc. Power Plant Equipment 

Total Hydraulic Production 
OTHER PRODUCTION 
341 .OO Structures and lmprovements 
342.00 Fuel Holders and Accessories 
343.00 Prime Movers 
344.00 Generators 
345.00 Accessory Electric Equipment 
346.00 Misc. Power Plant Equipment 

Total Other Production 
TRANSMISSION PLANT 
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 

Total Transmission Plant 
DISTRIBUTION PLANT 
362.00 Station Equipment 
364.00 Poles, Towers and Fixtures 
365.00 Overhead Conductors and Devices 
366.00 Underground Conduit 

7 367.00 Underground Conductors and Devices 
9 
0 368.00 Line Transformers 
rn 369.00 Overhead Services 
CO 
P 369.10 Underground Services 

370.00 Meters 
370.10 Load Management Switches 

Beginning Beginning 
Plant Est. Future Net Salvage Depreciation Net Projection Remaining Annual Accrual 

Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
B C D E F=B-D-E G H I=FIH J=I/B 
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OTTER TAIL POWER COMPANY 
Summary of Annual Depreciation Accruals for 2012 

Statement I 

Beginning Beginning 
Plant Est. Future Net Salvage Depreciation Net Projection Remaining Annual Accrual 

Account Description Balance Percent Amount Reserve Balance Life (Yrs.) Life (Yrs.) Accrual Rate 
A B C D E F=B-D-E G H I=F/H J=IIB 

370.20 Interruption Monitors 607,810 385,603 222,207 5.00 2.50 88,883 14.62% 
371.20 Other Private Lighting 4,015,486 10.0% 401,549 1,018,475 2,595,462 22.00 16.25 159,721 3.98% 
373.00 Street Lighting and Signal Systems 4,616,893 -5.0% (230,845) 2,313,504 2,534,234 18.00 9.96 254,441 5.51% 

Total Distribution Plant $ 389,306,451 -20.7% $ (80,538,129) $ 164,782,271 $ 305,062,309 29.10 $ 10,481,997 2.69% 
GENERAL PLANT 
390.00 Structures and Improvements $ 19,124,449 10.0% $ 1,912,445 $ 4,346,262 $ 12,865,743 50.00 36.49 $ 352,583 1.84% 
390.10 General Office Buildings 5,470,319 -5.0% (273,516) 2,093,061 3,650,775 19.00 192,146 3.51% 
390.20 Fleet Service Center Buildings 789,745 -5.0% (39,487) 446,518 382,715 14.22 26,914 3.41% 
390.30 Central Stores Building 3,904,166 -5.0% (195,208) 1,904,625 2,194,749 23.69 92,645 2.37% 
391 .OO Office Furniture* 1,883,645 1,218,139 665,506 15.00 
391.10 Office Equipment* 935,065 456,835 478,230 10.00 
391.20 Duplicating Equipment* 700,892 418,435 282,457 10.00 
391.50 Computer Systems* 3,274,994 1,082,919 2,192,075 5.00 
391.60 Computer Related Equipment* 1,762,330 1,018,509 743,820 5.00 
393.00 Stores Equipmenr (0) 0 15.00 
394.00 Tools, Shop and Garage Equipment* 3,164,974 1,198,115 1,966,858 15.00 
394.20 Automated Meter Reading Equipment* 591,354 183,611 407,742 15.00 
395.00 Laboratory Equipment* 18,181 18,181 0 15.00 
396.00 Power Operated Equipment 591,251 5.0% 29,563 206,625 355,063 23.00 16.73 21.223 3.59% 
397.00 Communication Equipment* 665,003 230,546 434,456 15.00 
397.10 Radio Telecommunications Equipment* 1,416,496 453,777 962,719 10.00 
397.20 Microwave Equipment* 3,239,765 1,489,862 1,749,903 15.00 
397.30 Radio Load Control Equipment* 158,538 103,325 55,213 10.00 
397.40 Communication Equipment - Towers 1,690,677 5.0% 84,534 652,544 953,600 30.00 14.53 65,630 3.88% 

Total General Plant $ 49,381,844 3.1% $ 1,518,330 $ 17,521,891 $ 30,341,624 40.39 $ 751,140 1.52% 
TOTAL DEPRECIABLE PLANT $ 1,330,790,905 -13.0% $ (173,486,150) $ 546,474,790 $ 957,802,266 25.67 $ 37,310,394 2.80% 

*Amortization Account. (Col. I = Col. B I Col. G) 
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INTRODUCTION 
This section provides an explanation of the supporting schedules developed in the 
OTP 201 3 depreciation study to estimate appropriate projection curves, projection 
lives and net salvage statistics for each rate category. The form and content of the 
schedules developed for an account depend upon the method of analysis adopted 
for the category. 

This section also includes an example of the supporting schedules developed 
for Account 368.00 - Line Transformers. Documentation for all other plant ac- 
counts is contained in the study work papers. Supporting schedules developed in 
the OTP study include: 

Schedule A - Generation Arrangement; 
Scl~edule B - Age Distribution; 
Schedule C - Plant History; 
Schedule D - Actuarial Life Analysis; 
Schedt~le E - Graphics Analysis; and 
Schedule F - Historical Net Salvage Analysis. 

The forinat and content of these schedules are briefly described below. 

SCHEDULE A - GENERATION ARRANGEMENT 
The purpose of this schedule is to obtain appropriate weighted-average life statis- 
tics for a rate category. A weighted-average remaining-life is the sum of Colurrm 
H divided by the sum of Column I. A weighted average life is the sum of Column 
C divided by the sum of Column I. Table 4 below provides a description of each 
column in the generation arrangement. 

It should be noted that the generation arrangement does not include parame- 
ters for net salvage. Computed Net Plant (Columm C) and Accruals (Colrlmn I) 
must be adjusted for net salvage to obtain a correct measurement of theoretical re- 
serves and annualized depreciation accruals. 

SCHEDULE B - AGE DISTRIBUTION 
This schedule provides the age distribution and realized life of surviving plant 
shown in Col~unn C of the Generation Arrangement (Schedule A). The format of 
the schedule depends upon the availability of either aged or unaged data. Derived 
additions for vintage years older than the earliest activity year in an account for 
unaged data are obtained from the age distribution of surviving plant at the begin- 
ning of the earliest activity year. The amount surviving fiom these vintages is 
shown in Column D. The realized life (Column G) is derived from the dollar 
years of service provided by a vintage over the period of years the vintage has 
been in service. Plant additions for vintages older than the earliest activity year in 
an account are represented by the opening balances shown in Column D. 

The computed proportion surviving (Column D) for unaged data is derived 
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Column Title Description 

A Vintage Vintage or placement year of surviving plant. 

B Age Age of surviving plant at beginning of study year. 

C Surviving Plant Actual dollar amount of surviving plant. 
D Average Life Estimated average life of each vintage. This statistic is the 

sum of the realized life and the unrealized life, which is the 
product of the remaining life (Column E) and the 
theoretical proportion surviving. 

E Remaining Life Estimated remaining life of each vintage. 

F Net Plant Ratio Theoretical net plant ratio of each vintage. 
G Allocation Factor A pivotal ratio which determines the amortization period of 

the difference between the recorded and computed 
reserve. 

H Computed Net Plant Plant in service less theoretical reserve for each vintage. - 
I Accrual Ratio of computed net plant (Column H) and remaining life 

(Column E). 

Table 4. Generation Arrangement 

from a coinputed mortality analysis. The average service life displayed in the title 
block is the life statistic derived for the most recent activity year, given the de- 
rived age distribution at the start of the year and the specified retirement disper- 
sion. The realized life (Column F) is obtained by finding the slope of an SC re- 
tirement dispersion, which connects the computed survivors of a vintage (Column 
E) to the recorded vintage addition (Column B). The realized life is the area 
bounded by the SC dispersion, the coinputed proportion surviving and the age of 
the vintage. 

SCHEDULE C - PLANT HISTORY 
An Unadjusted Plant History schedule provides a summary of recorded plant data 
extracted froin the continuing property records maintained by the Company. Ac- 
tivity year total amounts shown on this schedule for aged data are obtained from a 
historical arrangement of the database in which all plant accounting transactions 
are identified by vintage and activity year. Activity year totals for unaged data are 
obtained from a transaction file without vintage identification. Information dis- 
played in the unadjusted plant history is consistent with regulated investments re- 
ported internally by the Conipany. 

An Adjusted Plant History schedule provides a summary of recorded plant 
data extracted from the continuing property records maintained by the Company 
with sales, transfers, and adjustments appropriately aged for depreciation study 
purposes. Activity year total amounts shown on this schedule for aged data are 
obtained fioin a historical arrangemelit of the database in which all plant account- 
ing transactions are identified by vintage and activity year. Ageing of adjusting 
transactions is achieved using transaction codes that identify an adjusting year as- 
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sociated with the dollar amount of a transaction. Adjusting transactions processed 
in the adjusted plant listory are not aged in the Company's records or in the unad- 
justed plant history. 

SCHEDULE D - ACTUARIAL LIFE ANALYSIS 
These schedules provide a summary of the dispersion and life indications ob- 
tained from an actuarial life analysis for a specified placement band. The observa- 
tion band (Column A) is specified to produce a rolling-band, shrinking-band, or 
progressive-band analysis depending upon the movement of the end points of the 
band. The degree of censoring (or point of truncation) of the observed life table is 
shown in Column B for each observation band. The estimated average service 
life, best fitting Iowa dispersion, and a statistical measure of the goodness of fit 
are shown for each degree polynomial (First, Second, and Third) fitted to the es- 
timated hazard rates. Options available in the analysis include the width and loca- 
tion of both the placement and observation bands; the interval of years included in 
a selected rolling, shrinking, or progressive band analysis; the estimator of the 
hazard rate (actuarial, conditional proportion retired, or maximum likelihood); the 
elements to include on the diagonal of a weight matrix (exposures, inverse of age, 
inverse of variance, or unweighted); and the age at which an observed life table is 
truncated. 

Estimated projection lives (Columns C, F, and I) are flagged with an asterisk 
if negative hazard rates are indicated by the fitted polynomial. All negative hazard 
rates are set equal to zero in the calculation of the graduated survivor curve. The 
Conformance Index (Columns E, H, and K) is the square root of the mean sum- 
of-squared differences between the graduated survivor curve and the best fitting 
Iowa curve. A Conformance Index of zero would indicate a perfect fit. 

SCHEDULE E - GRAPHICS ANALYSIS 
This schedule provides a graphics plot of a) the observed proportion surviving for 
a selected placement and observation band; b) the statistically best fitting Iowa 
dispersion and derived average service life; and c) the projection curve and pro- 
jection life selected to describe future forces of mortality. 

The graphics analysis also provides a plot of the observed hazard rates and 
graduated hazard function for a selected placement and observation band. The es- 
timator of the hazard rates and weighting used in fitting orthogonal polynomials 
to the observed data are displayed in the title block of the displayed graph. 

SCHEDULE F - HISTORICAL NET SALVAGE ANALYSIS 
This schedule provides a moving average analysis of the ratio of realized net sal- 
vage (Column I) to the associated retirements (Column B). The schedule also 
provides a moving average analysis of the components of net salvage related to 
retirements. The ratio of gross salvage to retirements is shown in Column D and 
the ratio of cost of removal to retirements is shown in Column G. 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Dispersion: 40 - R2.5 
Procedure: Vintage Group 

Generation Arranqement 

December 31,201 2 
Surviving 

Vintage Age Plant 
A B C 

Avg . 
Life 

Rem. 
Life 

Net 
Plant 
Ratio 

Schedule A 
Page 1 of 2 

Alloc. 
Factor 

Computed 
Net Plant Accrual 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Dispersion: 40 - R2.5 
Procedure: Vintage Group 

Schedule A 
Page 2 of 2 

December 31, 201 2 Net 
Surviving Avg. Rem. Plant Alloc. Computed 

Vintage Age Plant ~ i f e  Life Ratio Factor Net Plant Accrual 
A B C D E F G H=C*F*G I=H/E 

1975 
1974 
1973 
1972 
1971 
1970 
1969 
1968 
1967 
1966 
1965 
1964 
1963 
1962 
1961 
1960 
1957 
Total 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Age Distribution 

Schedule B 
Page 1 of 3 

Vintage 
A 

201 2 
201 1 
2010 
2009 
2008 
2007 
2006 
2005 
2004 
2003 
2002 
2001 
2000 
1999 
1998 
1997 
1996 
1995 
1994 
1993 
1992 
1991 
1990 
1989 
1988 
1987 
1986 
1985 
1984 
1983 
1982 
1981 
1980 
1979 
1978 
1977 
1976 
1975 

Age as of 
12/31/2012 

B 

0.5 
1.5 
2.5 
3.5 
4.5 
5.5 
6.5 
7.5 
8.5 
9.5 

10.5 
11.5 
12.5 
13.5 
14.5 
15.5 
16.5 
17.5 
18.5 
19.5 
20.5 
21.5 
22.5 
23.5 
24.5 
25.5 
26.5 
27.5 
28.5 
29.5 
30.5 
31.5 
32.5 
33.5 
34.5 
35.5 
36.5 
37.5 

Derived 
Additions 

1985 
Opening 
Balance 

Experience to 12/31/2012 
Amount Proportion Realized 
Surviving Surviving Life 

E F=EI(C+D) G 
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OTf EW TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Age Distribution 

Schedule B 
Page 2 of 3 

Vintage 
A 

1974 
1973 
1972 
1971 
1970 
1969 
1968 
1967 
1966 
1965 
1964 
1963 
1962 
1961 
1960 , 

1959 
1958 
1957 
1956 
1955 
1954 
1953 
1952 
1951 
1950 
1949 
1948 
1947 
1946 
1945 
1944 
1943 
1942 
1941 
1940 
1939 
1938 
1937 

Age as of 
12/31/2012 

B 

38.5 
39.5 
40.5 
41.5 
42.5 
43.5 
44.5 
45.5 
46.5 
47.5 
48.5 
49.5 
50.5 
51.5 
52.5 
53.5 
54.5 
55.5 
56.5 
57.5 
58.5 
59.5 
60.5 
61.5 
62.5 
63.5 
64.5 
65.5 
66.5 
67.5 
68.5 
69.5 
70.5 
71.5 
72.5 
73.5 
74.5 
75.5 

1985 
Derived Opening 

Additions Balance 

Experience to 12/31 1201 2 
Amount Proportion Realized 
Surviving Surviving Life 

E F=E/(C+D) G 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Schedule B 
Page 3 of 3 

Age Distribution 

1985 Experience to 12/31/2012 
Age as of Derived Opening Amount Proportion Realized 

Vintage 12/31/2012 Additions Balance Surviving Surviving Life 

1936 
1935 
1934 
1933 
1932 
1931 
1930 
1929 
1928 
1927 
1926 
1925 
1924 
1923 
1922 
1921 
1920 
191 9 
191 8 
1917 - 
Total 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Schedule C 
Page 1 of 1 

Unadjusted Plant History 

Beginning S a l e s ,  Transfers Ending 
Year  Balance Additions Retirements & Adjustments Balance 

A B C D E F=B+C-D+E 

1985 21,234,969 771,030 22,005,999 
1986 22,005,999 683,682 22,689,681 
1987 22,689,681 820,432 195,920 23,314,193 
1988 23,314,193 1,551,868 226,995 5,242 24,644,308 
1989 24,644,308 2,263,122 1 17,996 (5,527) 26,783,907 
1990 26,783,907 991,037 326,221 4,616 27,453,339 
1991 27,453,339 862,078 207,646 (I 2,467) 28,095,304 
1992 28,095,304 786,675 150,570 (9,787) 28,721,622 
1993 28,721,622 1,192,241 195,536 4,252 29,722,579 
1994 29,722,579 1,886,432 149,575 31,459,436 
1995 31,459,436 1,686,752 314,072 10,338 32,842,454 
1996 32,842,454 2,027,115 147,983 4,510 34,726,096 
1997 34,726,096 1,912,324 55,522 (1) 36,582,897 
1998 36,582,897 1 ,I 87,240 153,733 37.61 6,404 
1999 37,616,404 1,609,327 156,027 (208) 39,069,497 
2000 39,069,497 2,188,835 166,433 41,091,899 
2001 41,091,899 1,705,596 192,474 42,605,021 
2002 42,605,021 916,851 277,076 317 43,245,113 
2003 43,245,113 1,337,634 2,873,659 32 41,709,120 
2004 41,709,120 2,985,750 441,561 (1 5,540) 44,237,769 
2005 44,237,769 2,896,827 432,818 3 46,701,781 
2006 46,701,781 3,131,711 360,187 (448) 49,472,857 
2007 49,472,857 4,655,291 486,133 (40,432) 53,601,583 
2008 53,601,583 6,003,190 483,256 56,694 59,178,212 
2009 59,178,212 3,936,418 458,656 3,951 62,659,924 
2010 62,659,924 5,098,877 731,745 67,027,056 
201 1 67,027,056 4,566,114 500,083 93,606 71,186,693 
2012 71 ,I 86,693 4,917,618 428,907 21,375 75,696,778 
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OTTER TAIL POWER COMPANY 
Distribution Plant 

Schedule C 
Page 1 of 1 

Account: 368.00 Line Transformers 

Adjusted Plant History 

Beginning Sales, Transfers Ending 
Year Balance Additions Retirements & Adjustments Balance 

A B C D E F=B+C-D+E 

1985 21,056,142 924,236 21,980,378 
1986 21,980,378 718,377 22,698,755 
1987 22,698,755 825,004 195,920 23,327,839 
1988 23,327,839 1,550,708 226,995 5,242 24,656,794 
1989 24,656,794 2,263,122 1 17,996 (5,527) 26,796,393 
1990 26,796,393 991,037 326,221 4,616 27,465,826 
1991 27,465,826 862,078 207,646 (1 2,467) 28,107,791 
1992 28,107,791 776,714 150,570 (9,787) 28,724,147 
1993 28,724,147 1,192,241 195,536 4,252 29,725,105 
1994 29,725,105 1,886,432 149,575 31,461,962 
1995 31,461,962 1,686,752 314,072 10,338 32,844,980 
1996 32,844,980 2,024,994 147,983 4,510 34,726,500 
1997 34,726,500 1,912,324 55,522 (1) 36,583,301 
1998 36,583,301 1,187,240 153,733 37,616,809 
1999 37,616,809 1,608,602 156,027 (208) 39,069,177 
2000 39,069,177 2,188,835 166,433 41,091,579 
2001 41,091,579 1,705,596 192,474 42,604,701 
2002 42,604,701 917,178 277,076 317 43,245,119 
2003 43,245,119 1,337,634 2,873,659 32 41,709,127 
2004 41,709,127 2,985,750 441,561 (1 5,542) 44,237,775 
2005 44,237,775 2,905,228 432,818 46,710,184 
2006 46,710,184 4,798,378 360,187 (449) 51,147,926 
2007 51,147,926 4,416,586 486.1 33 (40,432) 55,037,948 
2008 55,037,948 4,349,925 483,256 56,694 58,961,311 
2009 58,961,311 4,335,839 458,656 3,951 62,842,445 
2010 62,842,445 4,997,275 731,745 67,107,974 
201 1 67,107,974 5,413,769 500,083 93,604 72.1 15,264 
2012 72,115,264 3,989,047 428,907 21,375 75,696,778 
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OTTER TAlL POWER COMPANY 
Distribution Plant 

Schedule D 
Page i of i 

Account: 368.00 Line Transformers T-Cut: None 
Placement Band: 1917-2012 

Hazard Function: Proportion Retired 

Rolling Band Life Analysis Weighting: Exposures 

First Degree Second Degree Third Degree 
Observation Average Disper- Conf. Average Disper- Conf. Average Disper- Conf. 

Band Censoring Life sion Index Life sion Index Life sion Index 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Schedule D 
Page I of 1 

T-Cut: None 
Placement Band: 191 7-201 2 

Hazard Function: Proportion Retired 

Shrinking Band Life Analysis Weighting: Exposures 

First Degree Second Degree Third Degree 
Observation Average Disper- Conf. Average Disper- Conf. Average Disper- Conf. 

Band Censoring Life sion lndex Life sion lndex Life sion lndex 
A B C D E F G H I J K 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Scheduie D 
Page 1 of 1 

T-Cut: None 
Placement Band: 1917-201 2 

Hazard Function: Proportion Retired 

Progressing Band Life Analysis Weighting: Exposures 

First Degree Second Degree Third Degree 
Observation Average Disper- Conf. Average Disper- Conf. Average Disper- Conf. 

Band Censoring Life sion Index Life sion Index Life sion Index 
A B C D E F G H I J K 

No Retirements 
23.81 37.4 R3"  8.09 
18.80 35.6 R3 * 7.27 
18.81 36.1 R 3 *  7.54 
20.25 37.0 R3 * 8.67 
21 . I 4  37.9 R3 10.08 
23.63 40.0 R3 '  11.12 
24.35 41.4 R3*  11.39 
23.27 41.7 , R 3 "  10.10 
19.63 38.8 R2 8.69 
17.96 38.9 R2.5 7.63 
15.12 39.6 R2.5 4.90 
12.44 40.2 R2.5 3.28 
1 1.80 41.2 R2.5 3.10 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Schedule E 
Page 1 of 1 

T-Cut: None 
Placement Band: 1917-2012 Observation Band: 1985-2012 

Hazard Function: Proportion Retired 
Weighting: Exposures 

Graphics Analysis 1st: 46.5-L1.5 2nd: 41.2-R2.5 3rd: 40.3-R2.5 

Ke Y * Actual -- - - 1s t  - 2nd - 3rd 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Schedule E 
Page 1 of 1 

T-Cut: None 
Placement Band: 1917-2012 Observation Band: 1985-2012 

Hazard Function: Proportion Retired 

Weighting: Exposures 
Polynomial Hazard Function 1st: 46.5-~1.5 2nd: 41.2-R2.5 3rd: 40 .3-~2.5  

1 .ooo 

0.800 

0.600 
Ill 
c. m 
CZ 
E 
N 

I 

0.400 

0.200 

_ _ ---- 
0.000 

0 25 50 75 100 

Age (Years) 

Ke Y + Actual - - - - 1st - 2nd - 3rd 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Schedule E 
Page 1 of 1 

T-Cut: None 

Placement Band: 1917-2012 
Observation Band: 1985-2012 

Current and Proposed Projection Life Curves Present: 32.0-Ro.5 Proposed: 40.0-R2.5 
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80 
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.- > .- 
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OTTER TAIL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Schedule F 
Page 1 of 1 

Unadjusted Net Salvage History 
Gross Salvaae Cost of Retirina Net Salvaae 

5-Yr 5-Yr 5-Yr 
Year Retirements Amount PC[. Avg. Amount Pct. Avg. Amount Pct. Avg. 

A B C D=CIB E F G=F/B H I=C-F J=I/B K 

1987 195,920 26,552 13.6 25,567 13.0 985 0.5 
1988 226,995 64,590 28.5 42,690 18.8 21,900 9.6 
1989 117,996 20,394 17.3 40,916 34.7 (20,522) -17.4 
1990 326,221 33,556 10.3 59,450 18.2 (25,894) -7.9 
1991 207,646 43,368 20.9 17.5 46,287 22.3 20.0 (2,919) -1.4 -2.5 
1992 150,570 2,382 1.6 16.0 19,879 13.2 20.3 (17,497) -11.6 -4.4 
1993 195,536 45,604 23.3 14.6 60,610 31.0 22.8 (15,006) -7.7 -8.2 
1994 149,575 46,593 31.2 16.7 49,442 33.1 22.9 (2,849) -1.9 -6.2 
1995 314,072 118,479 37.7 25.2 45,387 14.5 21.8 73,092 23.3 3.4 
1996 147,983 35,303 23.9 25.9 47,380 32.0 23.3 (12,077) -8.2 2.7 
1997 55,522 17,579 31.7 30.6 24,969 45.0 26.4 (7,390) -13.3 4.1 
1998 153,733 52,665 34.3 33.0 36,001 23.4 24.8 16,664 10.8 8.2 
1999 156,027 40,610 26.0 32.0 22,692 14.5 21.3 17,917 11.5 10.7 
2000 166,433 12,099 7.3 23.3 53,237 32.0 27.1 (41,138) -24.7 -3.8 
2001 192,474 10,157 5.3 18.4 38,952 20.2 24.3 (28,795) -15.0 -5.9 
2002 277,076 15,305 5.5 13.8 49,415 17.8 21.2 (34,110) -12.3 -7.3 
2003 2,873,659 1,860,919 64.8 52.9 51,659 1.8 5.9 1,809,260 63.0 47.0 
2004 - 441,561 641,255 145.2 64.3 187,379 42.4 9.6 453,876 102.8 54.6 
2005 432,818 702,627 162.3 76.6 178,290 41.2 12.0 524,337 121.1 64.6 
2006 360,187 217,533 60.4 78.4 126,295 35.1 13.5 91,238 25.3 64.9 
2007 486,133 380,721 78.3 82.8 190,333 39.2 16.0 190,388 39.2 66.8 
2008 483,256 305,526 63.2 102.0 199,608 41.3 40.0 105,918 21.9 62.0 
2009 458,656 359,969 78.5 88.5 198,593 43.3 40.2 161,376 35.2 48.3 
201 0 731,745 575,266 78.6 73.0 217,534 29.7 37.0 357,732 48.9 36.0 
201 1 500,083 518,716 103.7 80.5 275,914 55.2 40.7 242,802 48.6 39.8 
201 2 428,907 387,108 90.3 82.5 244,508 57.0 43.7 142,600 33.2 38.8 
Total 10,230,784 6,534,876 63.9 2,532,988 24.8 4,001,889 39.1 
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OTTER TAlL POWER COMPANY 
Distribution Plant 
Account: 368.00 Line Transformers 

Schedule F 
Page 1 of 1 

Adjusted Net Salvage History 
Gross Salva~e Cost of Retirina Net Salvaae 

5-Yr 5-Yr 5-Yr 
Year Retirements Amount Pct. Avg. Amount Pct. Avg. Amount Pct. Avg. 

A B C D=CIB E F G=F/B H I=C-F J=IIB K 

1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
201 0 
201 1 
2012 
Total 
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Attachment No. 2

OTTER TAIL POWER COMPANY
2013 FIVE-YEAR REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2014

Account 
Number Class of Utility Plant

Remaining 
Life (Yrs)

Net Salvage 
(%)

Amortization 
Period (Yrs)

STEAM PRODUCTION
Big Stone Plant

311-101 Structures & Improvements 31.98 -11.9%
312-101 Boiler Plant Equipment 32.02 -12.0%
314-101 Turbogenerator Units 32.04 -12.0%
315-101 Accessory Electric Equipment 32.01 -12.0%
316-101 Misc. Power Plant Equipment 32.02 -11.5%

Hoot Lake Plant - Units 2 & 3
311-102 Structures & Improvements 7.42 -14.3%
312-102 Boiler Plant Equipment 7.43 -14.3%
314-102 Turbogenerator Units 7.43 -14.3%
315-102 Accessory Electric Equipment 7.42 -14.3%
316-102 Misc. Power Plant Equipment 7.43 -14.2%

Coyote Station
311-103 Structures & Improvements 27.41 -8.7%
312-103 Boiler Plant Equipment 27.42 -8.7%
314-103 Turbogenerator Units 27.44 -8.7%
315-103 Accessory Electric Equipment 27.42 -8.7%
316-103 Misc. Power Plant Equipment 27.44 -8.3%

HYDRAULIC PRODUCTION
Hoot Lake Hydro Unit

331-131 Structures & Improvements 8.40 0.0%
332-131 Reservoirs, Dams & Waterways 8.40 0.0%
333-131 Water Wheels, Turbines & Gen. 8.40 0.0%
334-131 Accessory Electric Equipment 8.40 0.0%
335-131 Misc. Power Plant Equipment 8.41 0.0%

Wright Hydro Unit
331-132 Structures & Improvements 8.40 0.0%
332-132 Reservoirs, Dams & Waterways 8.41 0.0%
333-132 Water Wheels, Turbines & Gen. 8.41 0.0%
334-132 Accessory Electric Equipment 8.41 0.0%
335-132 Misc. Power Plant Equipment 8.41 0.0%

Pisgah Hydro Unit
331-133 Structures & Improvements 8.40 0.0%
332-133 Reservoirs, Dams & Waterways 8.41 0.0%
333-133 Water Wheels, Turbines & Gen. 8.41 0.0%
334-133 Accessory Electric Equipment 8.41 0.0%
335-133 Misc. Power Plant Equipment 8.41 0.0%

Dayton Hollow Hydro Unit
331-134 Structures & Improvements 8.41 0.0%
332-134 Reservoirs, Dams & Waterways 8.41 0.0%
333-134 Water Wheels, Turbines & Gen. 8.41 0.0%
334-134 Accessory Electric Equipment 8.41 0.0%
335-134 Misc. Power Plant Equipment 8.41 0.0%

Taplin Gorge Hydro Unit
331-135 Structures & Improvements 8.39 0.0%
332-135 Reservoirs, Dams & Waterways 8.41 0.0%
333-135 Water Wheels, Turbines & Gen. 8.39 0.0%
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Attachment No. 2

OTTER TAIL POWER COMPANY
2013 FIVE-YEAR REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2014

Account 
Number Class of Utility Plant

Remaining 
Life (Yrs)

Net Salvage 
(%)

Amortization 
Period (Yrs)

334-135 Accessory Electric Equipment 8.41 0.0%
335-135 Misc. Power Plant Equipment 8.41 0.0%

Bemidji Hydro Unit
331-138 Structures & Improvements 8.41 0.0%
332-138 Reservoirs, Dams & Waterways 8.41 0.0%
333-138 Water Wheels, Turbines & Gen. 8.41 0.0%
334-138 Accessory Electric Equipment 8.39 0.0%
335-138 Misc. Power Plant Equipment 8.41 0.0%

OTHER PRODUCTION
Jamestown Unit 1

341-140 Structures & Improvements 10.35 -1.4%
342-140 Fuel Holders & Accessories 10.36 -1.4%
343-140 Prime Movers 10.35 -1.4%
345-140 Accessory Electric Equipment 10.35 -1.4%
346-140 Misc. Power Plant Equipment 10.36 -1.4%

Jamestown Unit 2
341-142 Structures & Improvements 10.36 -1.4%
342-142 Fuel Holders & Accessories 10.35 -1.4%
343-142 Prime Movers 10.35 -1.4%
345-142 Accessory Electric Equipment 10.36 -1.4%
346-142 Misc. Power Plant Equipment 10.35 -1.4%

Lake Preston
341-141 Structures & Improvements 10.35 -2.4%
342-141 Fuel Holders & Accessories 10.36 -2.4%
343-141 Prime Movers 10.35 -2.4%
345-141 Accessory Electric Equipment 10.35 -2.4%
346-141 Misc. Power Plant Equipment 10.35 -2.4%

Fergus Falls Control Center
343-143 Prime Movers 17.10 0.0%

Solway Combustion Turbine Plant
341-144 Structures & Improvements 24.67 -0.4%
342-144 Fuel Holders & Accessories 24.67 -0.4%
343-144 Prime Movers 24.67 -0.4%
345-144 Accessory Electric Equipment 24.67 -0.4%
346-144 Misc. Power Plant Equipment 24.67 -0.4%

Langdon Wind Energy Center
341-160 Structures & Improvements 19.02 -1.5%
344-160 Generators 19.02 -1.5%
345-160 Accessory Electric Equipment 19.02 -1.5%
346-160 Misc. Power Plant Equipment 19.02 -1.5%

Ashtabula Wind Energy Center
341-161 Structures & Improvements 19.97 -1.2%
344-161 Generators 19.97 -1.2%
345-161 Accessory Electric Equipment 19.97 -1.2%
346-161 Misc. Power Plant Equipment 19.97 -1.2%

Luverne Wind Energy Center
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OTTER TAIL POWER COMPANY
2013 FIVE-YEAR REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2014

Account 
Number Class of Utility Plant

Remaining 
Life (Yrs)

Net Salvage 
(%)

Amortization 
Period (Yrs)

341-162 Structures & Improvements 20.92 -2.0%
344-162 Generators 20.92 -2.0%
345-162 Accessory Electric Equipment 20.92 -2.0%
346-162 Misc. Power Plant Equipment 20.92 -2.0%

TRANSMISSION
353 Station Equipment 53.06 -5.0%
354 Towers & Fixtures 37.90 -10.0%
355 Poles & Fixtures 55.58 -50.0%
356 Overhead Conductor & Devices 53.25 -30.0%
358 Underground Conductor & Devices 10.86 -5.0%

DISTRIBUTION
362 Station Equipment 32.22 5.0%
364 Poles, Towers & Fixtures 48.68 -75.0%
365 Overhead Conductor & Devices 44.33 -100.0%
367 Underground Conductor & Devices 24.81 -5.0%
368 Line Transformers 28.19 50.0%
369 Overhead Services 33.52 -150.0%

369.1 Underground Services 30.89 -20.0%
370 Meters 20.64 0.0%

370.1 Load Management Switches 4.42 0.0%
370.20 Interruption Monitors 5
371.20 Other Private Lighting 17.10 10.0%

373 Street Lighting & Signal System 15.43 -5.0%

GENERAL PLANT
Depreciable

390 Structures & Improvements 31.91 10.0%
390.1 General Office Buildings 17.10 51.2%
390.2 Fleet Service Center Buildings 12.29 38.6%
390.3 Central Stores Building 21.81 95.5%
396 Power Operated Equipment 16.79 20.0%

397.4 Communication Towers 25.05 5.0%

Amortizable
391 Office Furniture 15

391.1 Office Equipment 10
391.2 Duplicating Equipment 10
391.5 Computer Systems 5
391.6 Computer Related Equipment 5
393 Stores Equipment 15
394 Tools, Shop & Garage Equipment 15

394.2 Automated Meter Reading Equip. 15
395 Laboratory Equipment 15
397 Communication Equipment 15

397.1 Radio Telecom Equipment 10
397.2 Microwave Equipment 15
397.3 Radio Load Control Equipment 10

Source is Statement A from Foster Report
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Future Additions and Retirements 
 
 
As indicated in the 2013 Five-year Depreciation Study (Attachment 1): 
“Minnesota State Agency Rules 7825.0700, Subpart 2-B provides 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.” (See page 17 of the Study).  Otter 
Tail Power Company (“Otter Tail” or “the Company”) is unaware of any major future additions 
that would materially affect the current certification results.  The Company is  actively investing 
in the CapX 2020 projects.  As was explained in last annual depreciation filing, two CapX 2020 
project segments went into service in 2012--  the Bemidji – Grand Rapids 230 kV project and a 
portion of the Fargo – Monticello 345 kV project.  No CapX2020 project segments have or are 
expected to go into service in 2013.  With respect to retirements, Otter Tail has identified new 
expected remaining lives for its three baseload generating units.  Otter Tail has identified Hoot 
Lake’s remaining life based upon a planned retirement in 2020, consistent with the outcome of 
the baseload diversification study for the plant; Otter Tail has identified the Big Stone Plant’s 
remaining life based upon the retirement assumed in the last integrated resource planning 
proceeding in which the plan selected a conversion alternative (addition of Air Quality Control 
System) of this resource in 2016 using a remaining life of 30 years; and Otter Tail has identified 
Coyote Station’s remaining life based upon the term of the coal supply agreement entered into in 
2013 by the Coyote owners and Coyote Creek Mining Company, LLC, a subsidiary of The North 
American Coal Corporation which has a term expiring in 2041.  Other changes to the remaining 
lives of other generation plant, transmission, distribution and general plant accounts have been 
identified in the Depreciation Study.    
    
In addition to discussing future additions or retirements affecting the current certification results, 
it is the Company’s practice to also discuss potential future additions and retirements that may 
have an effect on future depreciation expense or future certification results.  Last year’s 2012 
depreciation Technical Update provided some discussion of potential projects and we provide 
below additional updates on the current projects being considered.   
 
Otter Tail continues participation in the Fargo – Monticello 345 kV project, and the Brookings – 
Twin Cities 345 kV CapX2020 transmission projects.  The construction period for the remaining 
portions of these projects is expected to last through early 2015, with portions of these projects 
going into service throughout this time period.  As identified above, no segments of these 
projects are scheduled to go into service in 2013. 
 
In addition, Otter Tail is actively participating in the development of 345 kV transmission 
projects in the Big Stone area.  We are working closely with MISO and area utilities on these 
projects, which are part of MISO’s Multi-Value Project (MVP) portfolio.  Two 345 kV projects 
in the Big Stone area have been identified and are being developed; Big Stone South – Brookings 
and Big Stone South – Ellendale.  These projects are eligible for regional cost sharing under 
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MISO’s FERC-approved MVP cost allocation methodology.  These projects are in the 
development and permitting stages. 
 
Otter Tail and the other owners of the Big Stone Plant are in the process of constructing an Air 
Quality Control System (AQCS) for the Plant.  The AQCS project is required to comply with the 
EPA’s Regional Haze Rule and it has received an Advance Determination of Prudence from the 
MPUC.  The Big Stone Plant is subject to the Regional Haze Rule, which was promulgated by 
the Environmental Protection Agency to protect the visibility in 156 designated national parks 
and wilderness areas.  The rule requires states to identify sources within their state that might 
adversely affect visibility in the designated areas and to require installation of Best Available 
Retrofit Technology (“BART”) that would reduce the visibility impact.  Otter Tail submitted a 
BART study to the South Dakota Department of Environment and Natural Resources 
(“SDDENR”) that identified the need for installation of technology to reduce sulfur dioxide 
(“SO2”) and oxides of nitrogen (“NOx”) emissions at Big Stone Plant.  The SDDENR has 
adopted a Regional Haze State Implementation Plan, which includes Regional Haze Rules that 
requires installation of both a flue gas desulfurization system for sulfur dioxide emissions control 
and a selective catalytic reduction system at Big Stone Plant.  The control technologies must be 
installed and operating as expeditiously as possible but no later than five years following EPA 
approval of the South Dakota State Implementation Plan, which was approved on April 26, 2012.  
The Big Stone Plant entered the construction phase of the AQCS in 2013 and expects the $405 
million project to be completed in late 2015. 
 
On January 31, 2013 the Minnesota Public Utilities Commission (“MPUC”) held a hearing to 
review the Hoot Lake Plant Base Load Diversification study, and on March 25, 2013 the MPUC 
issued an order approving Otter Tail’s proposal to retrofit the plant to comply with EPA’s 
Mercury and Air Toxics Standards (“MATS”).  The main components of the project consist of 
upgrades to Hoot Lake Plant’s electrostatic precipitators to reduce particulate emissions and the 
installation of an activated carbon injection system to reduce mercury emissions.   The entire 
project is expected to cost less than $10 million and expected to be in service by 2015.   
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OTTER TAIL POWER COMPANY
2013 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION

Comparison of Resource Plan to Five-Year Depreciation Study

Retirement Dates

Generating Unit Resource Plan 2014 - 
2028, (prior to 

capacity expansion 
analysis)

2013 Depreciation 
Study 

(Attachment No. 1)

Difference Comments

BASE LOAD 
      Hoot Lake Plant 
Units 2 & 3

Dec-2020 Jun-2020 None, other than 
program assumption 

differences

The IRP adopts December of the year of retirement as its retirement month. The Depreciation Study 
adopts a mid-year convention where all assets are assumed to be acquired and retired on June 30th of 
their respective activity years, whether that activity is a plant addition or plant retirement.

      Big Stone Plant Dec-2046 Jun-2046 None, other than 
program assumption 

differences

The IRP adopts December of the year of retirement as its retirement month. The Depreciation Study 
adopts a mid-year convention where all assets are assumed to be acquired and retired on June 30th of 
their respective activity years, whether that activity is a plant addition or plant retirement. The prior 
resource plan selected a conversion alternative (addition of Air Quality Control System ("AQCS")) of 
this resource in 2016 which created a new retirement date of 2046 for this resource.  This AQCS project 
affects the retirement of this plant as reflected in the IRP and Five-year Depreciation filings.

WIND
 Langdon Wind 
Energy Center

Dec-2032 Jun-2032 None, other than 
program assumption 

differences

The IRP adopts December of the year of retirement as its retirement month. The Depreciation Study 
adopts a mid-year convention where all assets are assumed to be acquired and retired on June 30th of 
their respective activity years, whether that activity is a plant addition or plant retirement.

 Ashtabula Wind 
Energy Center

Dec-2033 Jun-2033 None, other than 
program assumption 

differences

The IRP adopts December of the year of retirement as its retirement month. The Depreciation Study 
adopts a mid-year convention where all assets are assumed to be acquired and retired on June 30th of 
their respective activity years, whether that activity is a plant addition or plant retirement.

 Luverne Wind 
Energy Center

Dec-2034 Jun-2034 None, other than 
program assumption 

differences

The IRP adopts December of the year of retirement as its retirement month. The Depreciation Study 
adopts a mid-year convention where all assets are assumed to be acquired and retired on June 30th of 
their respective activity years, whether that activity is a plant addition or plant retirement.

HYDRO 
 6 units in 5 dams on 
the Otter Tail River, 
FERC licensed

No retirement date 
discussed - IRP assumes 

operating perpetually

Jun-2021 Program assumption 
differences

IRP assumes permanent hydro dam structures operate perpetually until a final retirement date is 
established. Depreciation Studies tie retirement date to end of the current active FERC hydro operating 
license. This is the latest date these facilities can operate as generation resources unless a license 
renewal is granted pursuant to the satisfaction of its stated conditions.

 2 units on outlet of 
Lake Bemidji – not 
subject to FERC 
jurisdiction

No retirement date 
discussed - IRP assumes 

operating perpetually

Jun-2021 Program assumption 
differences

IRP assumes permanent hydro dam structures operate perpetually until a final retirement date is 
established. Depreciation Studies tie retirement date to end of current hydro license for other hydro 
structures which are of a similar vintage.

PEAKING 
 Jamestown 
Combustion Turbines - 
2 units

Dec-2029 Jun-2023 6 years The resource plan assumes operation of this low cost resources through the entire IRP time line. The 
Depreciation filing extends the plant life an additional year per policy to maintain a 10 year minimum 
operating window until unit is no longer prudent to operate.

 Lake Preston 
Combustion Turbine

Dec-2029 Jun-2023 6 years The resource plan assumes operation of this low cost resources through the entire IRP time line. The 
Depreciation filing extends the plant life an additional year per policy to maintain a 10 year minimum 
operating window until unit is no longer prudent to operate.

 Solway Combustion 
Turbine

Dec-2038 Jun-2038 None, other than 
program assumption 

differences

The IRP adopts December of the year of retirement as its retirement month. The Depreciation Study 
adopts a mid-year convention where all assets are assumed to be acquired and retired on June 30th of 
their respective activity years, whether that activity is a plant addition or plant retirement.

 Fergus Control 
Center Diesel

No retirement date 
discussed - beyond study 

period

Jun-2030 Program assumption 
differences

IRP assumes new EPA Rice rule environmental upgrades are completed with retirement outside of study 
period. Depreciation study accounts for assets functionality as control center black start and back up 
strategic functionality.

Note:  
     The Company's current working version of the Resource Plan (RP) is scheduled to be filed on December 1, 2013 rather than the normal July 1st sequence 
which is customarily reconciled to for Depreciation Study purposes. This RP is for a 15-year analysis covering the 2014-2028 time frame coinciding with this 
Five-year depreciation study.  The near-term is intended to be very specific with regard to resource changes, additions, retirements, etc.  The long-term is much 
more uncertain and identifies resources that a utility is likely to use.  The depreciation study is intended to be an exact forecast to be used for appropriate 
depreciation expense allocation over the remaining plant life. The RP is far less exact in the long-term,  so, there is a natural potential difference between the 
purpose of the two filings.

The IRP adopts December of the year of retirement as its retirement month. The Depreciation Study 
adopts a mid-year convention where all assets are assumed to be acquired and retired on June 30th of 
their respective activity years, whether that activity is a plant addition or plant retirement. Coyote 
Station recently entered into a new 25 year coal contract resulting in a new plant remaining life 
calculation  as reflected in the IRP and Five-year Depreciation Filings.  

None, other than 
program assumption 

differences

Jun-2041      Coyote Station Dec-2041
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thereof, on Dr. Burl W. Haar and Sharon Ferguson by e-filing, and to all other persons on the 
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 Otter Tail Power Company 

2013 Five-Year Review of Depreciation Certification 
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/s/ DIANE MERZ     
      Diane Merz 
      Regulatory Filing Coordinator 
      Otter Tail Power Company 
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