215 South Cascade Street

PO Box 496

Fergus Falls, Minnesota 56538-0496
218 739-8200

www.otpco.com (web site)

May 24,2018

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, enclosed is a worksheet, identified as Statement B. This
Statement shows the total estimated impact on North Dakota of changes in depreciation rates. Page 2
of Statement B shows the estimated impact to be an increase in annual depreciation expense of
$197,060 for the North Dakota Jurisdiction.

Also included with this filing is the Minnesota Public Utilities Commission (MPUC) Order dated
January 11, 2018 certifying proposed remaining lives and net salvage percentages. This Order certifies
depreciation rates and methods based on Otter Tail’s most recent depreciation study. A summary of
key decision items is provided on the first page of the Order. The parameters are effective January 1,
2018. A copy of Otter Tail’s initial Annual Review of Depreciation Certification filing (Initial Filing)
submitted to the MPUC on September 1, 2017 is also enclosed in this compliance filing. Attachment 2
of this Initial Filing lists the remaining lives and net salvage, or amortization periods requested to be
certified.

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
218-739-8385 or bhaugen(@otpco.com.

Sincerely,

Bryce C. Haugen
Senior Rates Analyst, Regulatory Administration

jch
Enclosures
By electronic filing and U.S. Mail

1 PU-18-190 Filed 05/24/2018 Pages: 81
An Equal Opportunity Employer Compliance filing - 2018 annual depreciation rates
Otter Tail Power Company
Bryce Haugen, Sr. Rates Analyst
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

Nancy Lange Chair
Dan Lipschultz Commissioner
Matthew Schuerger Commissioner
Katie J. Sieben Commissioner
John A. Tuma Commissioner
Loyal K. Demmer, CMA SERVICE DATE: January 11, 2018
Senior Depreciation Accountant
Otter Tail Power Company DOCKET NO. E-017/D-17-652
215 South Cascade Street

PO Box 496
Fergus Falls, MN 56538-0496

In the Matter of Otter Tail Power Company’s (OTP’s) Petition for Approval of Its 2017 Annual
Review of Depreciation Certification.

The above-entitled matter was considered by the Commission on January 4, 2018, and the
following disposition made:

1. Approved OTP’s proposed service lives, proposed salvage values, and proposed
depreciation rates for all facilities;

2. Approved OTP’s proposed effective date of January 1, 2018;
3. Required OTP to include in future depreciation filings a table comparing asset
lives used for the purpose of the Company’s resource planning with the

remaining lives proposed in the depreciation filings, explaining any differences;
and

4. Required OTP to file a five-year depreciation study by September 1, 2018.
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

Daniel P. Wolf
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 or email consumer.puc(@state.mn.us for assistance.



mailto:consumer.puc@state.mn.us

m COMMERCE
DEPARTMENT
September 28, 2017

Daniel P. Wolf

Executive Secretary

Minnesota Public Utilities Commission
121 7th Place East, Suite 350

St. Paul, Minnesota 55101-2147

RE: Comments of the Minnesota Department of Commerce, Division of Energy Resources
Docket No. E017/D-17-652

Dear Mr. Wolf:

Attached are the Comments of the Minnesota Department of Commerce, Division of Energy
Resources (Department) in the following matter:

Otter Tail Power Company’s (OTP’s) 2017 Annual Review of Depreciation Certification.
The petition was filed on September 1, 2017 by:

Loyal K. Demmer, CMA

Senior Depreciation Accountant
Otter Tail Power Company

215 South Cascade Street

PO Box 496

Fergus Falls, MN 56538-0496

The Department recommends approval and is available to answer any questions the Minnesota
Public Utilities Commission may have.

Sincerely,

/s/ ANGELA BYRNE
Financial Analyst

AB/ja
Attachment



m COMMERCE
DEPARTMENT

Before the Minnesota Public Utilities Commission

Comments of the Minnesota Department of Commerce
Division of Energy Resources

Docket No. E017/D-17-652
. SUMMARY OF FILING

On September 1, 2017, Otter Tail Power Company (OTP or the Company) filed its 2017 Annual
Review of Depreciation Certification in Docket No. E017/D-17-652 (Petition). OTP is requesting
approval of changes to the lives and salvage rates of a number of property accounts based on
OTP’s plant and reserve balances as of December 31, 2016.

Based on the Company’s proposed changes, the updated composite depreciation accrual rate is
2.84 percent, compared the current composite depreciation accrual rate of 2.80 percent, or a
0.04 percentage point increase to the composite depreciation accrual rate. The net effect of
the proposed changes is an increase in annual depreciation expense of $571,606 (Total
Company) as summarized in Table 1 below. The increase in annual depreciation is $321,163 for
the Minnesota Jurisdiction. OTP explained that “[t]he increase [in annual depreciation
expense] of $571,606 (Total Company) is largely attributable to changes in the mix of plant
investments among primary accounts and changes in the age of distributions of surviving
plant.”!

Table 1:
Summary of Proposed Depreciation Rates and Resulting Accruals

Accrual Rate Annual Accrual
Function Current Proposed Difference Current Proposed Difference
(Al (B] [C] D] =[C]-[B] (E] [F] [G] = [F]- [E]
Production

Steam 2.92% 3.02% 0.10% $16,523,594 $17,102615 $ 579,021
Hydraulic 8.66% 8.94% 0.28% $ 609377 § 629.026 $ 19.649
Other 410% 4 14% 0.04% $12,706,829 $12816164 $ 109,335
Transmission 171% 1.71% 0.00% $ 6,778.407 $ 6,770,036 $ (8.371)
Distribution 2.48% 2.46% -0.02% $11.551.124 $11.421.490 $ (129.634)
General Plant 4.26% 4.26% 0.00% $ 2,144454 § 2.146,060 §$ 1,606
Total Utility 2.80% 2.84% 0.04% $50,313.785 $50,885391 $ 571,606

Source: Petition, Attachment 1. Page 4.

1 Petition Attachment 1, page 4.
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The Company requested an effective date of January 1, 2018 for its proposed depreciation
changes to lives and salvage rates.

1. DEPARTMENT ANALYSIS

The Minnesota Department of Commerce, Division of Energy Resources (Department or DOC)
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 uses 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 (Steam, Hydraulic, Other)

a) Remaining Lives

As shown in Attachment 1, Pages 36-40 (Statement F) of the Petition, OTP proposed to reduce
the remaining lives for all of its production plant accounts by approximately one year to

account for the passage of time. The Department concludes that these reductions are
reasonable.
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b)  Salvage Rates

As shown in Attachment 1, Pages 7-8 of 46 (Statement A) of the Petition, OTP proposed only
minimal or no changes to the salvage rates of its production plants. The Department concludes
that the proposed salvage rates for all production facilities are reasonable.

2. Transmission, Distribution, and General Plant
a. Remaining Lives

As shown in Attachment 1, Pages 34-40 (Statement F) of the Petition, OTP proposed only minor
changes to the remaining lives of its transmission, distribution, and general plant (TD&G)
accounts. Based on our review, Department concludes that the proposed changes to the
remaining lives to these accounts are reasonable.

b.  Salvage Rates

As shown in Attachment 1, Pages 7-11 (Statement A) of the Petition, OTP proposed no
significant changes to its currently approved TD&G salvage rates. The Department concludes
that the proposed salvage rates are reasonable.

C PLANT BALANCES, ADDITIONS, AND RETIREMENTS

Table 2 shows the changes to OTP’s plant balances during 2016. The net effect of additions and
retirements during the year is an increase in total plant of approximately $38 million, the
majority of which was concentrated in the Company’s steam production, transmission, and
distribution plant accounts.
Table 2:
Changes in Primary Plant Balance Accounts

Balance Balance

Primary Plant Assets 12/31/2015 Additions Retirements Transfers 12/31/2016

Steam Production 554,770,006 16,271,078 4,504,671 - 566,536,413
Hydraulic Production 7,037,658 - - - 7,037,658
Other Production 309,256,880 1,906,692 1,361,559 - 309,802,013
Transmission Plant 380,864,490 15,780,989 451,960 (14,959) 396,178,560
Distribution Plant 450,554,709 17,083,304 2,687,775 6,652 464,956,890
General Plant 53,957,915 1,036,135 4,636,941 - 50,357,109
Totals 1,756,441,658 52,078,198 13,642,906 (8,307) 1,794,868,643

Source: 2017 Depreciation Study, Statement G.
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D. 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 of its Petition, OTP stated that it is “unaware of any major future additions
that will materially affect this filing’s certification results.”

Regarding future retirements, OTP stated that it is “unaware of any major future retirements
that would materially affect the current certification results.”

Regarding future additions, OTP stated that:2

Otter Tail is actively participating in the development and
construction of two new 345 kV transmission projects and
corresponding substation upgrades 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.
The two 345 kV projects are under construction; Big Stone South —
Brookings and Big Stone South — Ellendale. These projects are
eligible for regional cost sharing under MISQO’s FERC-approved MVP
cost allocation methodology. These projects are in the construction
phase and are expected to go into service in phases from late in
2017 through the early 2019 timeframe at an estimated cost of
S200M OTP share.

Beginning on page 3 of its Petition, 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.” In addition, OTP stated that “This
filing does not include any new peaking generators so there is no cost information to report
with this filing.”

Based on the above, the Department concludes that OTP has complied with Minnesota Rule
7825.0700, subpart 2, B. and the Commission’s Order in Docket No. E017/RP-05-968.

2 Petition Attachment No. 3.
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E. OTP’S REMAINING LIFE POLICY

OTP’s Remaining Life Policy maintains a ten-year minimum remaining life for generating assets
(unless a retirement date has been set), and a five-year window between the retirement dates
of baseload plants.

In the Company’s previous depreciation filings, the Commission approved continuous one-year
life extensions for OTP’s Jamestown and Lake Preston peaking facilities. The Department
expressed concerns with OTP’s Remaining Life Policy and its possible impacts on its Jamestown
and Lake Preston peaking facilities. However, OTP did not propose any life extensions for its
Jamestown and Lake Preston peaking facilities in the Company’s 2014 and 2015 depreciation
filings.

In OTP’s 2016 depreciation filing,3 the Department recommended that the Company extend the
remaining lives of the Jamestown and Lake Preston peaking facilities by ten years, as reflected
in OTP’s most recent Integrated Resource Plan (IRP), to incorporate the completion of Control
System upgrades at both plants. Since OTP completed the upgrades in the fourth quarter of
2016, the Company agreed to extend the lives by ten years at that time. As a result, the DOC
concludes that OTP’s Remaining Life Policy does not have a significant impact in this
proceeding.

While the Department still has concerns with OTP’s Remaining Life Policy, the Department does
not recommend that the Commission take any specific action related to this policy at this time.
The Department will continue to monitor the effects the Remaining Life Policy has on OTP’s
depreciation expense in light of decisions made through the Commission’s IRP process.

F. COMPARISON OF RESOURCE PLAN AND REMAINING LIVES

The Commission’s Order in Docket No. E017/D-16-729 (the 2016 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 No. 4 to OTP’s Petition includes the required
table.

The Company notes in Attachment No. 4 that the remaining lives calculated for depreciation
purposes are intended to be exact and are based on information known at a given point in time.
In contrast, the remaining lives for resource planning purposes are less exact and subject to
change in the long-term. For example, when the horizon of the resource plan does not extend

3 Docket No. E017/D-16-729.
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to the anticipated retirement dates of certain facilities, no retirement dates for these facilities
are discussed in the resource plan.

As shown in the Company’s Attachment No. 4, OTP’s remaining lives for resource planning
purposes closely match its remaining lives for depreciation purposes for all of its facilities.

The DOC concludes that it is useful to reconcile the remaining lives for resource planning
purposes and the remaining lives for depreciation purposes to obtain a better understanding of
future plans by the Company to maintaining production facilities. Such comparison is one of
the many tools to use to help ensure that rates are reasonable and service is reliable. Thus, the
DOC supports continuation of the requirement for OTP to reconcile the two forecasts in the
future and recommends that the Commission require Otter Tail to include a table comparing
the resource planning lives and the remaining lives for purposes of depreciation and fully
explain any differences.

G. 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, 2018. 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.

1l. SUMMARY AND RECOMMENDATIONS

Based on our review of OTP’s 2017 Depreciation Petition, the Department recommends that
the Commission:

e approve OTP’s proposed service lives, proposed salvage values, and proposed
depreciation rates for all facilities;

e approve OTP’s proposed effective date of January 1, 2018;

e require OTP to include in future depreciation filings a table comparing asset lives
used for the purpose of the Company’s resource planning with the remaining lives
proposed in the depreciation filings, explaining any differences; and

e require OTP to file a five-year depreciation study by September 1, 2018.

/ia
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215 South Cascade Street

PO Box 496

Fergus Falls, Minnesota 56538-0496
218 739-8200

www.otpco.com (web site)

September 1, 2017

Mr. Daniel P. Wolf

Executive Secretary

Minnesota Public Utilities Commission
121 7th Place East, Suite 350

St. Paul, MN 55101-2147

RE: In the Matter of Otter Tail Power Company’s Petition for Approval of its
2017 Annual Review of Depreciation Certification
Docket No. E017/D-17-

Dear Mr. Wolf:

Otter Tail Power Company (Otter Tail) hereby submits its 2017 Annual Review of Depreciation
Certification.

Otter Tail has electronically filed this document with the Commission in compliance with Minn. R.
7829.1300, subp. 2. Otter Tail is serving a copy of this filing on the Minnesota Department of
Commerce - Division of Energy Resources and the Office of Attorney General — Antitrust & Utilities
Division. A Summary of the filing has been served on all persons on Otter Tail’s general service list.
A Certificate of Service is also enclosed.

Please contact me at (218) 739-8659 or ldemmer@otpco.com if you have any questions.

Sincerely,

/s LOYAL K. DEMMER
Loyal K. Demmer, CMA
Senior Depreciation Accountant

jch
Enclosures

By electronic filing
c: Service List

An Equal Opportunity Employer ‘ é OTTERTAIL
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STATE OF MINNESOTA
BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

In the Matter of Otter Tail Power

Company’s Petition for Approval of its Docket No. E017/D-17-
2017 Annual Review of Depreciation
Certification

SUMMARY OF FILING

Please take notice that on September 1, 2017, Otter Tail Power Company filed its
2017 Annual Review of Depreciation Certification with the Minnesota Public Utilities
Commission. The study is being filed under Minn. R. 7825.0700.



STATE OF MINNESOTA
BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

In the Matter of Otter Tail Power

Company’s Petition for Approval of its 2017 Docket No. E017/D-17-
Annual Review of Depreciation

Certification

PETITION OF OTTER TAIL POWER COMPANY

L. INTRODUCTION

Pursuant to Minn. R. 7825.0700, Otter Tail Power Company (Otter Tail or the Company)
hereby files its 2017 Annual Petition for Depreciation Certification. Otter Tail requests that the
study be certified effective January 1, 2018.

IL. GENERAL FILING INFORMATION
Pursuant to Minn. R. 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

Cary Stephenson

Associate General Counsel
Otter Tail Power Company
215 South Cascade Street

P. O. Box 496

Fergus Falls, MN 56538-0496
(218) 739-8956
cstephenson@otpco.com



C. Date of Filing and Date Study Proposed to Take Effect

The filing date is September 1, 2017, and Otter Tail requests approval as of January 1,
2018.

D. Controlling Law for the Filing

Minn. Stat. §§ 216B.08 and 216B.11, and Minn. R. 7825.0700 — 7825.0900 control the
filing.

E. Title of Utility Employee Responsible for Filing

Loyal K. Demmer, CMA
Senior 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 2017 Annual Petition for Depreciation Certification.
Otter Tail’s last five-year comprehensive depreciation study was filed in 2013 and approved by
the Minnesota Public Utilities Commission (Commission) on April 7, 2014, in Docket No.
E017/D-13-795. 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 of each

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

This petition contains four attachments:

1. 2017 Depreciation Rate Study prepared by Foster Associates
Consultants, LLC, Attachment No. 1;

2. Proposed Remaining Lives and Salvage Percentages for Use in
2018, Attachment No. 2;

3. Supplemental Comments, Attachment No. 3;



mailto:ldemmer@otpco.com

4. Schedule and Narrative of Comparison with the Company’s most
recent Commission approved Resource Plan that was filed in Docket
No. E017/RP-16-386, Attachment No. 4

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 based on plant in-service balances as of December 31, 2016. Other
statements in Attachment No. 1 provide the rest of the schedules required in an annual 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 2018 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 differences between the

remaining lives used in this Petition and the Company’s most recent Commission approved

Integrated Resource Plan that was filed on June 1, 2016.

IV. OTHER DEPRECIATION FILING MATTERS

A. Peaking Capacity Cost Information

The Commission’s Order Accepting Resource Plan Change, (Docket No.
E017/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.” This filing
does not include any new peaking generators so there is no cost information to report

with this filing.



V. MISCELLANEOUS INFORMATION
A. Pursuant to Minn. R. 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
Senior Depreciation Accountant
Otter Tail Power Company

215 South Cascade Street

P. O. Box 496

Fergus Falls, MN 56538-0496
ldemmer@otpco.com

and

Cary Stephenson

Associate General Counsel
Otter Tail Power Company
215 South Cascade Street

P. O. Box 496

Fergus Falls, MN 56538-0496
cstephenson@otpco.com

B. Service on Other Parties

Otter Tail has served a copy of this filing on the Department of Commerce — Division of
Energy Resources and the Office of Attorney General — Antitrust & 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.



VI. CONCLUSION

Otter Tail respectfully requests that the Commission approve this annual petition for

depreciation certification, to be effective January 1, 2018.

Dated: September 1, 2017

Respectfully submitted,
OTTER TAIL POWER COMPANY

/sl LOYAL K. DEMMER

Loyal K. Demmer, CMA
Senior 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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Attachment No. 2

OTTER TAIL POWER COMPANY
2017 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2018

Account Remaining Net Salvage Amortization
Number Class of Utility Plant Life (Yrs) % Period (Yrs)

STEAM PRODUCTION
Big Stone Plant

311-101 Structures & Improvements 28.39 -6.0%
312-101 Boiler Plant Equipment 28.39 -6.0%
314-101 Turbogenerator Units 28.36 -6.0%
315-101 Accessory Electric Equipment 28.39 -6.0%
316-101 Misc. Power Plant Equipment 28.37 -5.6%

Hoot Lake Plant - Units 2 & 3

311-102 Structures & Improvements 4.47 -13.5%
312-102 Boiler Plant Equipment 4.47 -13.5%
312.1-102 Boiler Plant Equipment 32.99

314-102 Turbogenerator Units 4.47 -13.5%
315-102 Accessory Electric Equipment 4.47 -13.5%
316-102 Misc. Power Plant Equipment 4.47 -13.4%

Coyote Station

311-103 Structures & Improvements 23.69 -8.0%
312-103 Boiler Plant Equipment 23.71 -8.0%
314-103 Turbogenerator Units 23.72 -8.0%
315-103 Accessory Electric Equipment 23.70 -8.0%
316-103 Misc. Power Plant Equipment 23.72 -71.7%

HYDRAULIC PRODUCTION
Hoot Lake Hydro Unit

331-131 Structures & Improvements 4.47 0.0%
332-131 Reservoirs, Dams & Waterways 4.47 0.0%
333-131 Water Wheels, Turbines & Gen. 4.47 0.0%
334-131 Accessory Electric Equipment 4.47 0.0%
335-131 Misc. Power Plant Equipment 4.47 0.0%
Wright Hydro Unit
331-132 Structures & Improvements 4.47 0.0%
332-132 Reservoirs, Dams & Waterways 4.47 0.0%
333-132 Water Wheels, Turbines & Gen. 4.47 0.0%
334-132 Accessory Electric Equipment 4.47 0.0%
335-132 Misc. Power Plant Equipment 4.47 0.0%

Pisgah Hydro Unit

331-133 Structures & Improvements 4.47 0.0%
332-133 Reservoirs, Dams & Waterways 4.47 0.0%
333-133 Water Wheels, Turbines & Gen. 4.47 0.0%
334-133 Accessory Electric Equipment 4.47 0.0%
335-133 Misc. Power Plant Equipment 4.47 0.0%
Dayton Hollow Hydro Unit
331-134 Structures & Improvements 4.47 0.0%
332-134 Reservoirs, Dams & Waterways 4.47 0.0%
333-134 Water Wheels, Turbines & Gen. 4.47 0.0%
334-134 Accessory Electric Equipment 4.47 0.0%
335-134 Misc. Power Plant Equipment 4.47 0.0%
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Account

Number

331-135
332-135
333-135
334-135
335-135

331-138
332-138
333-138
334-138
335-138

OTTER TAIL POWER COMPANY
2017 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2018

Class of Utility Plant
Taplin Gorge Hydro Unit
Structures & Improvements
Reservoirs, Dams & Waterways
Water Wheels, Turbines & Gen.
Accessory Electric Equipment
Misc. Power Plant Equipment

Bemidji Hydro Unit

Structures & Improvements
Reservoirs, Dams & Waterways
Water Wheels, Turbines & Gen.
Accessory Electric Equipment
Misc. Power Plant Equipment

OTHER PRODUCTION

341-140
342-140
343-140
345-140
346-140

341-142
342-142
343-142
345-142
346-142

341-141
342-141
343-141
345-141
346-141

343-143

341-144
342-144
343-144
345-144
346-144

341-160
344-160
345-160
346-160

341-161
344-161
345-161
346-161

Jamestown Unit 1

Structures & Improvements
Fuel Holders & Accessories
Prime Movers

Accessory Electric Equipment
Misc. Power Plant Equipment

Jamestown Unit 2

Structures & Improvements
Fuel Holders & Accessories
Prime Movers

Accessory Electric Equipment
Misc. Power Plant Equipment

Lake Preston

Structures & Improvements
Fuel Holders & Accessories
Prime Movers

Accessory Electric Equipment
Misc. Power Plant Equipment

Fergus Falls Control Center
Prime Movers

Solway Combustion Turbine Plant

Structures & Improvements
Fuel Holders & Accessories
Prime Movers

Accessory Electric Equipment
Misc. Power Plant Equipment

Langdon Wind Energy Center
Structures & Improvements
Generators

Accessory Electric Equipment
Misc. Power Plant Equipment

Ashtabula Wind Energy Center
Structures & Improvements
Generators

Accessory Electric Equipment
Misc. Power Plant Equipment

Remaining
Life (Yrs)

4.47
4.47
4.47
4.47
4.47

4.47
4.47
4.47
4.47
4.47

16.14
16.15
16.14
16.12
16.15

16.15
16.12
16.13
16.15
16.13

16.13
16.14
16.13
16.13
16.13

13.26

20.90
20.90
20.90
20.90
20.91

15.19
15.19
15.19
15.20

16.15
16.15
16.15
16.16

Net Salvage Amortization

%

0.0%
0.0%
0.0%
0.0%
0.0%

0.0%
0.0%
0.0%
0.0%
0.0%

-1.6%
-1.6%
-1.6%
-1.6%
-1.6%

-1.6%
-1.6%
-1.6%
-1.6%
-1.6%

-2.8%
-2.8%
-2.8%
-2.8%
-2.8%

0.0%

-0.4%
-0.4%
-0.4%
-0.4%
-0.4%

-1.4%
-1.4%
-1.4%
-1.4%

-1.2%
-1.2%
-1.2%
-1.2%

Attachment No. 2

Period (Yrs)
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Attachment No. 2

OTTER TAIL POWER COMPANY
2017 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2018

Account Remaining Net Salvage Amortization

Number Class of Utility Plant Life (Yrs) % Period (Yrs)
Luverne Wind Energy Center

341-162 Structures & Improvements 17.11 -2.0%

344-162 Generators 17.11 -2.0%

345-162 Accessory Electric Equipment 17.11 -2.0%

346-162 Misc. Power Plant Equipment 17.11 -2.0%

TRANSMISSION

353 Station Equipment 53.63 -5.0%

354 Towers & Fixtures 65.34 -10.0%

355 Poles & Fixtures 54.21 -50.0%

356 Overhead Conductor & Devices 55.11 -30.0%

358 Underground Conductor & Devices 8.92 -5.0%

DISTRIBUTION

362 Station Equipment 32.00 5.0%

364 Poles, Towers & Fixtures 47.20 -75.0%

365  Overhead Conductor & Devices 43.09 -100.0%

367 Underground Conductor & Devices 24.22 -5.0%

368 Line Transformers 28.05 50.0%

369 Overhead Services 31.60 -150.0%
369.1 Underground Services 29.63 -20.0%

370 Meters 20.73 0.0%
370.1 Load Management Switches 1.59 0.0%
370.20 Interruption Monitors 5
371.20 Other Private Lighting 17.03 10.0%

373 Street Lighting & Signal System 15.13 -5.0%

GENERAL PLANT
Depreciable

390 Structures & Improvements 30.07 10.0%
390.1 General Office Buildings 13.26 49.6%
390.2 Fleet Service Center Buildings 8.41 33.6%
390.3 Central Stores Building 18.03 92.6%

396 Power Operated Equipment 17.81 20.0%
397.4 Communication Towers 23.32 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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Docket No. E017/D-17-
Attachment No. 3
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OTTER TAIL POWER COMPANY
ANNUAL REVIEVW OF DEPRECIATION CERTIFICATION
Supplemental Comments

Future Additions and Retirements

As indicated in the 2017 Annual 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 4 of the Study).

Otter Tail Power Company (Otter Tail) is unaware of any major future additions that will
materially affect this filing’s certification results.

Otter Tail continues to invest in the CapX2020 transmission line construction initiatives in
Minnesota, North Dakota, and South Dakota. CapX2020 project segments have gone into service
from 2012 through 2015. For the next phase of CAPX2020 projects, Otter Tail is actively
participating in the development and construction of two new 345 kV transmission projects and
corresponding substation upgrades in the Big Stone, South Dakota, area. We are working closely
with MISO and area utilities on these projects, which are part of MISO’s Multi-Value Project
(“MVP”) portfolio. These two 345 kV projects under construction are; Big Stone South —
Brookings and Big Stone South — Ellendale. These projects are eligible for regional cost sharing
under the MISO’s FERC-approved MVP cost allocation methodology. These projects are
actively under construction and are expected to go into service in phases from late in 2017
through the early 2019 timeframe at an estimated cost of approximately $200M (Otter Tail
Power Company share).

With respect to retirements, Otter Tail Power Company is also unaware of any major future
retirements that would materially affect this filing’s certification results.

In addition to discussing active future additions or retirements that could affect the current
certification results, it is the Company’s practice to also discuss future (and potential future)
additions and retirements that may have an effect on future depreciation expense or future
certification results.

Otter Tail Power Company’s 2013 five-year depreciation filing provided some discussion on
these projects and we provide below additional updates on current projects or projects being
considered.

On November 17, 2016, Otter Tail announced plans to purchase a 150-megawatt (MW) wind
farm proposed to be built in southeastern North Dakota near the small town of Merricourt. The
company expects the wind farm to cost more than $250 million to construct, and expects it will
go into service in 2019.
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OTTER TAIL POWER COMPANY
ANNUAL REVIEVW OF DEPRECIATION CERTIFICATION
Supplemental Comments

On March 27, 2017, the company announced plans to seek regulatory approvals to build a new
gas-fired electricity-generating station northwest of Astoria in Deuel County, South Dakota. This
plant is proposed to be located at the intersection of the Northern Border Pipeline and the Big
Stone South-to-Brookings County 345-kilovolt electric transmission line. The Astoria Station
will be a state-of-the-art, highly efficient simple-cycle natural gas combustion turbine with the
capacity to provide approximately 250 MW of energy. Otter Tail Power Company expects to
invest $165 million in the project with a planned in-service date in 2021.

Together these new generation facilities will help offset the scheduled 2021 retirement of coal-
fired Units 2 and 3 at Hoot Lake Plant located outside of Fergus Falls, MN. Astoria Station will
help offset capacity needs, while the wind farm will help offset energy needs. The Hoot Lake
Plant units began serving customers in 1959 and 1964 respectively, and have a combined output
of 140-megawatts (MW).
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Retirement Dates

Attachment No. 4
Page 1 of 1

OTTER TAIL POWER COMPANY
2017 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
Comparison of Resource Plan to Annual Depreciation Filing

Generating Unit

Resource Plan 2017 -
2031

2017 Depreciation
Study
(Attachment No. 1)

Difference

BASE LOAD

Comments

» Langdon Wind
Energy Center

Dec-2032

Jun-2032

»  Hoot Lake Jun-2021 Jun-2021 None Hoot Lake Plant units 2 & 3 have an Average Year of Final Retirement (AYFR) of 2021. The

Plant Units 2 & 3 Depreciation Study adopts a mid-year convention where all asset activity is assumed to take place on June
30th of its respective activity years, whether that activity is a plant addition or plant retirement. Therefore
the depreciation study has June, 2021 as its retirement date. The IRP in Appendix F also adopts June,
2021 as the retirement month matching the Depreciation filing.

»>  Big Stone Jun-2046 Jun-2046 None Big Stone Plant has an Average Year of Final Retirement (AYFR) of 2046. The Depreciation Study

Plant adopts a mid-year convention where all asset activity is assumed to take place on June 30th of its
respective activity years, whether that activity is a plant addition or plant retirement. Therefore the
depreciation study has June, 2046 as its retirement date. The IRP in Appendix F also adopts June, 2046 as
the retirement month matching the Depreciation filing.

»  Coyote Jun-2041 Jun-2041 None Coyote Station has an Average Year of Final Retirement (AYFR) of 2041. The Depreciation Study adopts

Station a mid-year convention where all asset activity is assumed to take place on June 30th of its respective

WIND

6 months (outside of
IRP study period)

activity years, whether that activity is a plant addition or plant retirement. Therefore the depreciation study
has June, 2041 as its retirement date. The IRP in Appendix F also adopts June, 2041 as the retirement
month matching the Depreciation filing.

The Langdon Wind Energy Center has an Average Year of Final Retirement (AYFR) of 2032. The
Depreciation Study adopts a mid-year convention where all asset activity is assumed to take place on June
30th of its respective activity years, whether that activity is a plant addition or plant retirement. Therefore
the depreciation study has June, 2032 as its retirement date. The IRP models the Wind Farms as Purchase
Power Agrements which expire at the end of their terminaltion year, therefore the IRP uses December,
2032 as its retirement month.

» Ashtabula Wind
Energy Center

Dec-2033

Jun-2033

6 months (outside of
IRP study period)

The Ashtabula Wind Energy Center has an Average Year of Final Retirement (AYFR) of 2033. The
Depreciation Study adopts a mid-year convention where all asset activity is assumed to take place on June
30th of its respective activity years, whether that activity is a plant addition or plant retirement. Therefore
the depreciation study has June, 2033 as its retirement date. The IRP models the Wind Farms as Purchase
Power Agrements which expire at the end of their terminaltion year, therefore the IRP uses December,
2033 as its retirement month.

» Luverne Wind
Energy Center

Dec-2034

Jun-2034

6 months (outside of
IRP study period)

HYDRO

The Luverne Wind Energy Center has an Average Year of Final Retirement (AYFR) of 2034. The
Depreciation Study adopts a mid-year convention where all asset activity is assumed to take place on June
30th of its respective activity years, whether that activity is a plant addition or plant retirement. Therefore
the depreciation study has June, 2034 as its retirement date. The IRP models the Wind Farms as Purchase
Power Agrements which expire at the end of their terminaltion year, therefore the IRP uses December,
2034 as its retirement month.

of Lake Bemidji —
not subject to FERC
jurisdiction

discussed - IRP assumes
operating perpetually

» 6 units in 5 dams No retirement date Jun-2021 Program assumption |The latest approved IRP assume these permanent hydro dam structures operate perpetually until a final

on the Otter Tail discussed - IRP assumes differences retirement date is established. Depreciation Studies tie the retirement date to end of the current active

River, FERC operating perpetually FERC hydro operating license. This is the latest date these facilities can operate as generation resources

licensed until a new license renewal is granted pursuant to the satisfaction of its stated conditions. OTP is currently
pursuing renewing its FERC Hydro license.

» 2 units on outlet No retirement date Jun-2021 Program assumption |The latest approved IRP assumes permanent hydro dam structures operate perpetually until a final

differences

PEAKING

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.

Center Diesel

discussed - beyond study
period

» Jamestown Jun-2033 Jun-2023 None The two Jamestown Combustion Turbines have an Average Year of Final Retirement (AYFR) of 2033.

Combustion The Depreciation Study adopts a mid-year convention where all asset activity is assumed to take place on

Turbines - 2 units June 30th of its respective activity years, whether that activity is a plant addition or plant retirement.
Therefore the depreciation study has June, 2033 as its retirement date. The IRP in Appendix F also adopts
June, 2033 as the retirement month matching the Depreciation filing.

» Lake Preston Jun-2033 Jun-2023 None The Lake Preston Combustion Turbine has an Average Year of Final Retirement (AYFR) of 2033. The

Combustion Depreciation Study adopts a mid-year convention where all asset activity is assumed to take place on June

Turbine 30th of its respective activity years, whether that activity is a plant addition or plant retirement. Therefore
the depreciation study has June, 2033 as its retirement date. The IRP in Appendix F also adopts June,
2033 as the retirement month matching the Depreciation filing.

» Solway Jun-2038 Jun-2038 None The Solway Combustion Turbine has an Average Year of Final Retirement (AYFR) of 2038. The

Combustion Depreciation Study adopts a mid-year convention where all asset activity is assumed to take place on June

Turbine 30th of its respective activity years, whether that activity is a plant addition or plant retirement. Therefore
the depreciation study has June, 2038 as its retirement date. The IRP in Appendix F also adopts June,
2038 as the retirement month matching the Depreciation filing.

» Fergus Control No retirement date Jun-2030 Program assumption [IRP assumes retirement is outside of resource plan study period. Depreciation study accounts for assets

differences

functionality as control center black start and back up strategic functionality. Unit classified as an
Emergency Generator as defined by EPA Rice rules.

Note:

Otter Tail 's most recently approve IRP was filed under Docket No. EO7-RP-16-386. In the RP's, 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 used for appropriate depreciation expense allocation of our current investment over the current plants remaining life. The RP is far
less exact in the long-term, so there can be potential difference because of the intended purposes and assumstions the two filings.
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