
STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Otter Tail Power Company
Advance Prudence - Astoria Project
Application

Otter Tail Power Company
Advance Prudence - Merricourt Project
Application

Otter Tail Power Company
150 MW - Merricourt Project
Public Convenience & Necessity

Case No. PU-17-140

Case No. PU-17-141

Case No. PU-17-143

AFFIDAVIT OF SERVICE BY CERTIFIED & REGULAR MAIL

STATE OF NORTH DAKOTA

COUNTY OF BURLEIGH

Geralyn R. Schmaltz deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 6th day of
November, 2017, she deposited in the United States Mail, at Bismarck, North Dakota,
one envelopes with certified postage, return receipt requested, fully prepaid, securely
sealed and containing a photocopy of:

• Order On Settlement

And Original Of:

• Certificate of Public Convenience & Necessity Certificate No. 5914

The envelope was addressed as follows:

Gary Stephenson
Associate General Counsel

Otter Tail Power Company
215 S. Cascade Street

Fergus Falls, MN 56538-0496
Cert. No. 7017 2400 0001 0890 3820

Geralyn R. Schmaltz further deposes and says that on the 6th day of November, 2017,
she deposited in the United States Mail, Bismarck, North Dakota, one envelope by regular
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mail, with postage fully prepaid, securely sealed, each containing a photocopy of the
same.

The envelope was addressed as follows:

Mark Bring
Director of Legislative Affairs & Associate
General Counsel

Otter Tail Power Company
215 S Cascade Street

Fergus Falls, MN 56538-0496

Each address shown is the respective addressee's last reasonably ascertainable post
office address.

Subscribed and sworn to before me
this 6th day of November, 2017.

SHELLY A BAUSKE
Notary Public

SEAL State of North Dakota
MyCommissionExpires Sep 01. 2022

Case Nos. PU-17-140, 17-141, 17-143
Affidavit of Service

November 6, 2017
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Otter Tail Power Company
Advance Prudence - Astoria

Project Application

Otter Tail Power Company
Advance Prudence - Merricourt

Project Application

Otter Tail Power Company
Certificate of Public Convenience &

Necessity - Merricourt Project
Application

Case No. PU-17-140

Case No. PU-17-141

Case No. PU-17-143

ORDER ON SETTLEMENT

November 3, 2017

Appearances

Commissioners Randy Christmann, Julie Fedorchak, and Brian Kroshus.

Mitchell D. Armstrong, Special Assistant Attorney General, 122 East Broadway
Avenue, P.O. Box 460, Bismarck, North Dakota 58502, for the Public Service
Commission Advocacy Staff.

Cary Stephenson, Associate General Counsel, Otter Tail Power Company, 215 S.
Cascade Street, Fergus Falls, Minnesota 56537, for Otter Tail Power Company.

Illona A. Jeffcoat-Sacco, General Counsel, Public Service Commission, 600 E.
Boulevard Avenue, Department 408, Bismarck, North Dakota 59505, for the Public
Service Commission Advisory Staff.

Patrick J. Ward, Zuger Kirmis & Smith, P.O. Box 1695, Bismarck, North Dakota
58502 as procedural Hearing Officer.
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Preliminary Statement

On April 10, 2017, Otter Tail Power Company (OTP) applied to the Commission
for an Advance Determination of Prudence (ADP) for the Astoria Natural Gas Project,
Case No. Pu-17-140.

Also on April 10,2017, OTP filed an application for an ADP for the Merricourt Wind
Project, Case No. PU-17-141.

Finally, on April 10, 2017, OTP filed an application for a Certificate of Public
Convenience and Necessity (PCN) for the Merricourt Wind Project, Case No. PU-17-142.

On June 30, 2017, the Commission issued its Notice of Consolidated Hearings
consolidating the three applications for hearing, and scheduling a public hearing to begin
October 6, 2017 at 8:30 a.m. CDT in the Commission Hearing Room, 12^^ Floor, State
Capitol, 600 East Boulevard Avenue, Bismarck, North Dakota, 58505.

The issue to be determined in each of the two ADP cases (Case No. PU-17-140
and Case No. PU-17-141) is whether the proposed resource addition is prudent.

The issues to be determined in the PCN case (Case No. PU-17-143) are:

1. Whether public convenience and necessity require or will require the
construction and operation of the public utility plant or system; and

2. Whether the applicant is fit, willing, and able to provide service.

On October 2, 2017, OTP filed a Settlement Agreement executed by OTP and
Commission Advocacy Staff.

On Octobers, 2017, the consolidated hearing was held as scheduled.

The parties to the Settlement agree that the Astoria Natural Gas Project is
reasonable and prudent up to a total capital expenditure cost of $181.5 million excluding
AFUDC, and that the Merricourt Wind Project is reasonable and prudent up to a total
capital expenditure cost identified in the testimony of Jim Heidell, at page 48, lines 18-19,
excluding AFUDC. The parties make no determination of prudence regarding costs
exceeding the agreed-to amounts.

The parties further agree that OTP's ownership and operation of the Merricourt
Wind Project satisfies the standards for issuance of a Certificate of Public Convenience
and Necessity.

OTP and Advocacy Staff witnesses testified in support of the Settlement
Agreement.

Order on Settlement

Case Nos. PU-17-140, PU-17-141 & PU-17-143
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Having considered this matter, the Commission finds the Settlement Agreement
reasonable and acceptable. Therefore, the Commission issues the following

Order

The Commission Orders:

1. The Settlement Agreement filed October 2, 2017, is APPROVED. A copy of the
Settlement Agreement is attached to this Order and made a part of this Order.

2. Certificate of Public Convenience and Necessity Number 5914 is issued to Otter
Tail Power Company for the Merricourt Project

PUBLIC SERVICE COMMISSION

Brian Kroshus Ran^Chrlstmann /j Julie j^dorchak
Commissioner ^airman (J Commissioner

Order on Settlement

Case Nos. PU-17-140, PU-17-141 & PU-17-143
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PUBLIC SERVICE COMMISSION

STATE OF NORTH DAKOTA

Certificate of Public Convenience and Necessity

Certificate Number 5914

This is to certify that public convenience and necessity
require, and permission is granted for Otter Tail Power Company
to acquire and operate the Merricourt Windproject located in
Dickey and Mclntosh Counties of North Dakota.

This certificate is issued in accordance with the Order of this
Commission dated November 3, 2017 in Case No. PU-17-143,
and is subject to the conditions and limitations noted in the Order.

This certificate is conditioned upon Otter Tail Power
Company securing the franchise or other authority of the proper
municipal or otherpublic authority for the exercise of these rights
and privileges.

Bismarck, North Dakota, November 3, 2017.

A TTEST: PUBLIC SERVICE COMMISSION

Executive Secretary Commissioner



STATE OF NORTH DAKOTA

BEFORE THE

PUBLIC SERVICE COMMISSION

EXHIBIT

OTp-n

Otter Tail Power Company C®se No. PU-17-140
Advance Prudence - Astoria

ProjectApplication
Case No. PU-17-141

Otter Tail Power Company
Advance Prudence - Merricourt

Project Application

Otter Tail Power Company Case No. PU-17-143
Certificate ofPublic Convenience &

Necessity- Merricourt Project Application

SETTLEMENT AGREEMENT

This Settlement Agi"eement isentered into on this 29"* day ofSeptember, 2017, by and between

the North Dakota Public Service Commission Advocacy Staff(Advocacy StafO Otter Tail

Power Company (OTP orthe Company) (collectively, die Settlement Parties). The
Seldement Parties agree this Settlement Agreement, ifapproved by the Public Service

Commission (Commission) resolves all issues inthe above-c^tioned proceedings ina manner
consistent witli the public interest.

BACKGROUND

Procedural Background

On April 10,2017, OTP applied to the Commission for an Advance Detennination ofPrudence
(ADP) for the Astoria Natural Gas Project (Case No. PU-17-140). On the same day, OTP
applied to the Commission for an ADP for the Meiricourt Wind Project (Case No. PU-17-141)
and acorresponding Certificate ofPublic Convenience and Necessity (Case No. PU-17-143)
(OTP's applications in Case Nos. PU-17-140, PU-17-141, and PU-17-143 are collectively

59 PU-17-143 Filed 10/06/2017 Pages: 10
Exhibit OTP-17 - Settlement Agreement

55 PU-17-141 Filed 10/06/2017 Pages: 10
ExhibitOTP-17 - Settlement Agreement

50 PU-17-140 Filed 10/06/2017 Pages: 10
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referred to as theApplications andtheprojects included therein as theMerricourt and Astoria

Projects).

With itsApplications, OTP provided direct testimony ofsupporting witnesses and related project

documentation supporting theneed andprudence ofeachproject, theselection process foreach

project, andthe estimated costs for each project. Advocacy Staffconducted discovery and

analyzed each project with tlie assistance of Mr. James Heidell ofPAConsulting Group.

On June 30,2017, theCommission issued its Notice of Consolidated Hearings which

consolidatedthe Applications for hearingon October6,2017. The Commission'sNotice

provided thattheissues tobe detennined inCase Nos. PU-17-140 (Astoria ADP) and PU-17-141

(Merricourt ADP) arewhether theproposed resource additions areprudent. The Notice further

provided that the issues to bedetermined in Case No.PU-17-143 (Merricourt CPCN) arc:(1)

whether public convenience and necessity require orwill require the construction and operation

of tliepublic utility plant or system; and(2)whether theapplicant is fit, willing, and ableto

provide service.

OnAugust 18,2017,Advocacy Stafffiled Mr. HcidelPs Direct Testimony with supporting

schedules. Mr. Heidell recommended that the Commission grantADPsfor theMerricourt and

Astoria projects subject to ceilain qualifications. Thereafter OTP andAdvocacy Staffengaged in

negotiations resulting in this Settlement Agreement.

Proiect Backgrounds

TheAstoria Station willbe anapproximately 250MWnatural gas-fired simple cyclecombustion

turbine near the townofAstoria in Deuel County, SouthDakota (theAstoriaProject). The

Astoria Project includes all associated facilities, including a short segment ofnatural gaspipeline

necessaryto interconnect to theNorthern BorderPipeline and electrictransmission facilities

necessaryto interconnect to theBig StoneSouth-Brookings County345 kV electric transmission

line. TheAstoria Project will becapable of quickly starting to serve a load-following function

and peakcapacity needs. TheAstoria Project is expected to be in service nolaterthanMayof



2021. Hie Astoria Pioject is being developed with theflexibility toadd combined cycle

generation if circumstances laterwarrant it.

OTP has acquired land rights near Astoria where the Northern Border Pipeline and the Big Stone

South'Brookings County transtnission line intersect. The Project will require construction ofa

gas pipeline estimated tobe less than 1,000 feet. The Project will likely interconnect toa new

switching station to be constructed by the co-owners ofthe Big Stone South-Brookings County

345 kV transmission line (i.c„ Northern States Power Company-Minnesota and OTP). Final

interconnection costs for the Project have not yet been determined. The Project is inthe

Midcontinent Independent System Operator (MISO) interconnection queue, inthe February 2016

study group. The MISO interconnection studies for this study group began in February 2017 and
final identification of facilities necessary to interconnect the Project areexpected inQ1 of2018.

This study process will ultimately culminate ina generator interconnection agreement (GIA) that

die Company expects toexecute in2018. To estimate potential intcrconnecticm costs, the

Company has completed its own transmission studies that are intended toreplicate the MISO

generator interconnection process. OTP will develop and manage the Astoria Project, engaging

third parties for detailed engiueering contracts, with OTP acting as the construction manager.

The Merricourt Wind project will bea 150 MW wind energy generation facility located near

Merricourt, North Dakota, approximately fifteen miles south ofEdgeley in Mclntosh and Dickey

Counties (the Merricourt Project). The Merricourt Project will consist of75 two-MW Vestas
VI10 windturbine generators andassociated infiastructure, on a footprint comprising

approximately 13,000 acres ofland. The Project*s energy output isexpected tobe approximately

666,000 megawatt hours (MWh) annually, ata projected net capacity factor of50.7%. The

Merricovut Project will bedeveloped and constmcted bysubsidiaries of EDF Renewable Energy,

Inc. (EDF). OTP and EDF have executed (1) an Asset Purchase Agreement (APA) under which

OTP will purchase the development assets ofthe Merricourt Project; and (2) a coriesponding
Turnkey Engineering, Procurement, and Construction (TEPC) Agreement, under which EDF will

constructthe Projecton a turnkey basis.



The Merricourt Project will interconnect toMontana-Dakota Utilities Company's Merricourt 230

kVsubstation located approximately 13miles southwest of Kulm, North Dakota. Final

interconnection costs for theMemcourt Project have notyet been determined. The Project isin

the Midcontinent Independent System Operator, Inc. (MISO) interconnection queue and the

August 2016 study group. OTP estimates that studies for the August 2016 study group will

begin this month, with final identification offacilities necessary to interconnect the Project

expected in thesecond halfof2018. This study process will ultimately culminate ina GIA that

the Company expects toexecute in2019. The Merricourt Project isintended to capture the

highly-competitive pricing made available by the federal production tax credit (PTC) for wind
facilitiesbefore the PTC expires.

As stated inOTP's initial filings, die Merricourt and Astoria Projects comprise a two-part plan to

reliably meet OTP's customers* electric needs, replace expiring capacity purchase agreements,

and prepare for the 2021 retirement of the 1950s-era 140 MW Powder River Basin (PRE) coal-

fired Hoot Lake Plant near Fergus Falls, Minnesota. The Merricourt and Astoria Projects arc

intended to complement each other, with the Merricourt Project providing low cost wind energy

toOTP's customers, and the Astoria Project providing low-cost capacity and dispatchable energy

with the capability to quickly start and follow load tobolster system reliability.

TERMS OF SETTLEMENT

The Settlement Parties agree totheprovisions as defined below and supported bytherecords in

the above-entitled matters.

Astoria Project Advance Determination ofPrudence (Case No. PU-17-140>. OTP's

application, pre-filcd testimony and responses to Advocacy Staffs Information Requests

along with Advocacy Staffs analysis and pre-filed testimony demonstrate that the Astoria

Natural Gas Project isroasonable and prudent ata total capital expenditure cost ofup to

$181.5 million (die Astoria Authoiized Amount) excluding AFUDC (i.e., AFUDC shall not

becounted toward the Astoria Authoiized Amount). The Astoria Project is reasonable and

pnident up tothe Authorized Amount regardless ofthe composition oftotal project costs. No

determination ofprudency has been made with respect tocosts exceeding $181.5 million.



Moreover, this Settlement Agreement and the Commission's Order(s) finding pnidency shall

notbeconstnied asa determination that costs exceeding $181.5 million areimprudent or

non-recoverable. The Settlement Parties agree that additional project costs may beprudent as

described in Section 4. TheSettlement Parties therefore agree thatthe ADP requested by

OTP inCase No. PU-17-140 should begranted bythe Commission consistent with the

provisions of this Settlement Agreement

2. Merricourt Proiect's Advance Determination of Prudence. OTP'sapplication, pre-filed

testimony and responses to Advocacy Staffs Information Requests, along with Advocacy

Staffs analysis and pre-filed testimony demonstrate that the Merricourt Wind Project is
reasonable and prudent atatotal capital expenditure cost up to the amount identified in the

testimony ofJim Heidell atpage 48, lines 18-19 (tlie Merricourt Authorized Amount)

excluding AFUDC (i.e., AFUDC shall not be counted toward the Merricourt Authorized
Amount). The Merricourt Project is reasonable and prudent up to the Authorized Amount

regardless ofthe composition oftotal project costs. While the Merricourt Project is
presumptively pmdent, consistent with North Dakota law, no determination ofprudency has

been made with respect tocosts exceeding the Merricourt Authorized Amount. Moreover,

this Settlement Agreement and the Commission's Order(s) finding prudency shall not be
construedas a determination that costs exceedingthe Merricourt Authorized Amount are

imprudent or non-recoverable. The Settlement Parties agree that additional project costs

may be prudent as described in Section 4. The Settlement Parties therefore agree that the
ADP requested byOTP ininCase No. PU-17-141 should begranted bythe Commission

consistentwith the provisiotis of this SettlementAgreement.

3. Rate Treatment ofProiect Costs. TheSettlement Parties agreethatconsistent withthe

provisions ofN.D.C.C. §49-05-16, the ADPs for the Merricourt and Astoria projects shall be
binding for ratemaking purposes. OTP may request the Commission include the actual
capital costs ofthe Astoria and Merricourt Projects (up to the Astoria Authorized Amount
and Merricourt Authorized Amount, asapplicable) inrates consistent with general

ratemaking principles (i.e., as acapital addition to rate base including AFUDC and other

adders) through applicable riders, ageneral rate case, or any other authorized mechanisms,



consistent witli the tenns ofthis Settlement. In furtherance ofthe foregoing, the Settlement
Parties intend that OTP's actual costs for the Astoria and Merricourt Projects up to the
Authorized Amounts be reflected in rates, and, in the event that OTP's actual project costs
arc below the Astoria Authorized Amount or Merricourt Authorized Amount, as applicable,
it shall be the actual costs below theAstoria Authorized Amount andMerricourt Authorized

Amount that are reflected in rates. In the event that the total actual capital costs ofthe
Astoria Project orthe Menicouit Project, as applicable, exceed the Astoria Authorized

Amount orthe Merricourt Authorized Amount, asapplicable, the provisions ofSection 4of

this Settlement Agreement shall apply.

Protect Costs Exceeding Authorized Amounts. In the event the total capital expenditure
costs of the Astoria Project orMerricourt Project exceed theAstoria Authorized Amount or

Merricoutl Authoiizcd Amount, as applicable, OTP may reflect in rates capital expenditure
costs for the Astoria Project and/or Merricourt Project, as applicable, equivalent to the
Astoria Authorized Amount orMerricourt Authorized Amount, as ^plicable. Costs

exceeding the Astoria Authorized Amount and/or Merricourt Authorized Amount, as

applicable, may be recoverable and may be included in rate base as capital additions, subject
to Commissionapproval as follows:

Additional Interconnection Project Costs, hiterconnection costs are determined by
MISO andaffected regional transmission systems andthetransmission owners in

those systems, notOTP. OTPhasprovided a reasonable estimate of interconnection

costs inits Astoria and Merricourt Project budgets. While OTP has provided a

reasonable estimate ofintercomiection costs and timelines for both projects, such

costs and timelines are inherently imcertain. The Settlement Parties acknowledge

and agree that interconnection costs exceeding the estimates in the currentproject

budgets arc possible and that these costs may be recoverable, subject to Commission

approval. The Settlement Parties agree that when (1) aproject's total project costs
exceed that project's Authorized Amount, and (2) interconnection costs exceed the

project's interconnection estimate, OTP may seek to recover andinclude in rate base

as acapital addition the lesser of(a) tlie costs tliat exceed the Authorized Amount,



and (b) the amount of interconnection costs that exceeds the project's

interconnection cost estimate. This Section 4(a) is intended toaddress additional

interconnection project costs, and shall not be construed toexclude orlimit OTP's

recovery ofadditional project expenses that are not interconnection expenses, as

described in Section 4(b).

b. Additional Project Expenses. Additional Merricourt and Astoria Project costs

beyond interconnection expenses may also be recoverable and may be included in
rate base as capital additions, subject toCommission approval, where OTP can

demonstrate itwas prudent to incur such expenses. This Section 4(b) shall not be

construed toexclude or limit OTP's recovery ofadditional interconnection project

expensesunder Section4(a).

c. Recovery Mechanisms. OTP may atany time request the Commission to modify its

ADP order(s) to include additional Merricourt orAstoria Project costs, whether
interconnection orothercosts,consistent with thisSettlement Agreement

Additionally, OTP may seek Commission approval and recovery ofadditional

project costs consistent with the Settlement Agreement through applicable riders, a
general rate case, and anyother authorized mechanisms.

5. Certificate of Public Convenience andNecessity for Merricourt Protect. TheSettlement

Parties agree that the Merricourt Project satisfies the standards for issuance ofaCPCN as
requested by OTP in Case No. PU-17-143 and that the Commission should grant the CPCN
as requested.

6. Meiricourt Project Production Tax CreditRisk. OTP's customers willnot payany

additional costs that are caused by the Company's failure to obtain the full amount of

Production Tax Credits (PTCs) detailed in the Company's ADP application unless OTP's

failure toobtain the full amount ofPTCs isattributable tochanges inlaw, delays inMlSO's

final interconnection authorization, orother items outside of the Company's reasonable

control, in which case, OTP may seek recovery ofthe additional costs. OTP shall bear the



burden ofproving the reason for OTP not obtaining full PTCs is beyond its reasonable
control, and thatdieadditional costs areprudent.

7. Megicourt and Astoria Project Reporting Requirements.
a. In conjunction with its monthly fuel cost reports filed witii the Commission, OTP will

provide mondily reports ofcuitailinent and negative pricing observations for the

Merricourt Project, including anyknown reasons forobserved curtailment and

negative pricing.

b. OTP will provide the Commission quarterly construction progress reports on the
Merricourt Project until the project is in service.

c. OTP will provide the Commission quarterly construction progress reports on the
Astoria Project until theproject is in service.

d. On atleast an annual basis, and as more frequently asmay be advisable, OTP shall
file aletter with the Commission indiese cases advising whether the trade secret

information must remain trade secret orifit may be made public.

MISCELLANEOUS PROVISIONS

1• Joint Recommendation as Package. OTP and Advocacy Staffwill jointly recommend that
settlement terms for the Merricourt and Astoria projects be accepted as apackage.

No Precedentjftl Effect The Settlement will have no precedential effect on any existing or
future ADP determinations.

3» Reseivation ofRights. OTP reseiYes any rights under state and federal law orequity
not specifically waived in the Settlement.

Basis ofSettlement Agreement. It is agreed this Settlement Agreement is anegotiated

Settlement Agreement subject toapproval by the Commission.

Bffeet ofthe Settlement Negotiations. Itisunderstood and agreed that all offers of

settlement and discussions related to this Settlement Agreement are privileged and may not



be usedin anymanner in connection withthe proceedings in thiscaseor otherwise, except

as provided by law. In theevent theCommission dpesnotapprove thisSettlement

Agreement, theSettlement Agreement will not be admissible as evidence in tliisor any

otherproceeding andnopart thereofmay be usedfor anypuiposein thiscaseor in any

other.

6. ApplicabilitV and Scone. This SettlementAgreementis bindingon OTPand

Advocacy Staff, andtheirsuccessors, assigns, agents, andrepresentatives, lliis Settlement

Agreement does notsetpolicy or overturn precedent. Except as specifically provided

herein, thisSettlement Agreement does notconstitute an agreement, admission or

determination by OTP or Advocacy Staffas to the merits ofanyspecific allegation or

contention made by OTPand Advocacy Staffin thisproceeding. ThisSettlement

Agieement supersedes all priorsettlement negotiations andagreements betweenOTP

and Advocacy Staff in these proceedings.

7. Effective Date. This Settlement Agreement is effectiveon the dateofthe Commission

Order approving the Settlement Agreement.'

8. Modification. If the Conunission Order modifiesor conditionsapproval ofthis Settlement

Agreement, it shall bedeemed terminated ifcither OTPor theAdvocacy Stafffiles a letter

with the Commission witliin five (5) business days of thedateofsuchOrderby stating thata

condition or modification to the Settlement Agreement is unacceptable to such party.

Counterparts. ThisSettlement Agreement maybe executed in counterparts by OTPand

Advocacy Staff,eachof which when so executed will be an original, butall ofwhich together

will constitute one and the same instrument.

CONCLUSION

OTP andAdvocacy Staffhave agreed to theforegoing terms to resolve the contested issues in

the captioned proceedings. These terms area result of negotiations between theSettlement

Parties, arein thepublic interest, and will result inprudently incurred costs forthe benefit of



North. Dakota ratepayers. For those j'easons, OTP and Advocacy Staffrespectfully urge the

Commission toapprove theSettlement Agreement.

Audiorized representatives of theParties having caused this Settlement
Agreement to be duly executed as ofthe date first set forthabove.

Otter Tail Po^r Company, North Dakota Public Service Commission
aMinnesot^^mporation Advocacy Staff

' ^ Its:
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