
Memorandum

To; Commissioners Brian Kroshus, Julie Fedorchak, and Randy Christmann

From: Adam Renfandt

Date: July 1,2019

Re: Otter Tail Power Company, 2018 Electric, Annual Report

Case No. PU-19-188

I recommend the Commission close the above-captioned case, which is Otter Tail Power
Company's (OTP) North Dakota annual electric report filing for 2018. I will include a
motion to close the case on the July 10, 2019 agenda.

OTP provides electric service to approximately 58,804 customers in North Dakota. Staff
has reviewed OTP's annual report filing for 2018. OTP's 2018 authorized return on equity
(ROE) was 9.77%. The company over-earned by approximately $2.3 million in 2018.
When normalized for weather, OTP's 2018 ROE was 10.22%, and their over-earning was
approximately $1.1 million. Shifts in allocation factors contributed to approximately $0.6
million of over-earnings with the remaining over-earnings driven by a reduction in 2018
employee stock and other incentive compensation that were not allowed for recovery.

The Commission suspended OTP's rates with interim rates, subject to refund, effective
January 1, 2018. On March 13, 2019, the Commission approved OTP's final rates
effective February 1, 2019, along with their interim rate refund plan. OTP applied
approximately $3.3 million to customers' April 2019 bills to cover over-earnings from
interim rates.

Given that rates for 2019 going forward should be set correctly in the latest rate case,
staff sees no reason to further investigate and recommends that the Commission close
the above-captioned case. Attached are staff generated summaries of OTP's ND electric
earnings.

Attachment 1 - Return Calculation and Rate Base

Attachment 2 - Return on Equity Chart

Attachment 3 - Net Income

c: Stuart Tommerdahl, OTP
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