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Provide your name and qualifications.

My name is Adam Renfandt. | am a Public Utilities Analyst for the North Dakota
Public Service Commission (Commission), and the Commission has appointed
me Advocacy Staff (Staff) in this proceeding. | have been an analyst on other
rate cases, and advance determination of prudence and integrated resource

reviews.

What is the purpose of your testimony?
| will provide the Commission with my recommendation concerning the

settlement agreement (Settlement) submitted on December 11, 2024.

Please summarize the settlement.

The Settlement provides for a 2024 revenue requirement of $225.6 Million (M),
a return on equity (ROE) of 10.1%, an average rate base of $701.6M,
adjustments to various other items, and other agreements reached between
the parties. Ultimately, the Settlement results in net new revenue of $13.1M,

which is approximately $8.5M less than OTP’s request in its rebuttal testimony.

What does the Settlement provide for the components of the cost of capital?

The Settlement provides a 10.1% return on equity (ROE) on a capital structure
that is 53.5% common equity. The capital structure also consists of 2.98%
short-term debt at a cost of 6.35% and 43.52% long-term debt at a cost of

4.45%. The overall rate of return is 7.53%.

What impact did the ROE reduction have on OTP’s test year revenue
requirement?
The ROE reduction from OTP’s requested 10.6% to the settlement of 10.1%

reduces the test year revenue requirement by $2.49M.

Does the Settlement include an earnings sharing component?
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Yes. The Settlement contains an earnings sharing mechanism whereby OTP
will refund to customers 70% of earnings over 10.2%. This will provide refunds
to ratepayers if there are overearnings and still afford the company with an

incentive to be efficient.

What revenue requirement adjustments were included in the Settlement?

The Settlement has a 100% disallowance of Executive Survivor and
Supplemental Retirement Plan (ESSRP), Executive Restoration Plan Plus
(ERPP), Non-Employee Director Restricted Stock, Employee Gifts and
Recognition, and stock-based Long-Term Incentives. Furthermore, a 50%
disallowance was made for other compensation programs such as People
Leaders, Management Plan, and the President Plan. Staff believes this is a fair
balance between interests of shareholders and ratepayers. The 100% and
50% reductions to the revenue requirement amounted to $2.5M.

Were there any other adjustments to the revenue requirement as part of the
Settlement?

Yes. Investor relations were reduced by 50%, or $102k, and the rate case
expenses were amortized over a 5-year period, which reduced the requirement
by $144k.

Were there any other changes as part of the Settlement?

Yes, there were other changes, and they are detailed in the Settlement.

Is the revenue allocation just and reasonable?
Yes. Staff finds the revenue allocation to be just and reasonable without undue

discrimination.

Does this conclude your testimony?

Yes. Staff requests the Commission adopt the Settlement.



