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Mr. Daniel P. Wolf
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RE: Inthe Matter of Otter Tail Power Company’s Petition for Approval of its
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Dear Mr. Wolf:

Otter Tail Power Company (“Otter Tail”’) hereby submits its 2016 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
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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-16-__

2016 Annual Review of Depreciation
Certification

SUMMARY OF FILING

Please take notice that on September 1, 2016, Otter Tail Power Company filed its
2016 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 2016 Docket No. E017/D-16-__
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 2016 Annual Petition for Depreciation Certification. Otter Tail requests that the
study be certified effective January 1, 2017.

. 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

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 1, 2016, and Otter Tail requests approval as of January 1,
2017.

D. Controlling Law for the Filing

Minn. Stat. 88 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
Idemmer@otpco.com

IIl.  DESCRIPTION OF FILING

This filing constitutes Otter Tail’s 2016 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. 2016 Depreciation Rate Study prepared by Foster Associates
Consultants, LLC, Attachment No. 1;

2. Proposed Remaining Lives and Salvage Percentages for Use in
2017, Attachment No. 2;

3. Supplemental Comments, Attachment No. 3;
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4. Schedule and Narrative of Comparison with the Company’s most
recent Commission approved Resource Plan that was filed in
Dockﬁt No. E017/RP-13-961 on December 2, 2013, 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, 2015. 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 2017 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 December 2, 2013.

IV. OTHER DEPRECIATION FILING MATTERS

A. Hoot Lake Plant Permitted Ash Disposal Facility, Environmental Regulation,

Remaining Life:

In this filing, Otter Tail has one issue relating to the decommissioning of Hoot Lake plant
to address. As the Commission is aware, Hoot Lake Plant is scheduled for decommissioning at
the end of the 2020 MISO planning year (May 2021). The remaining lives of the plant facility
were addressed in Otter Tail’s depreciation filing last year. In this filing we address the need to

establish an appropriate sub account and set the remaining lives for the ash disposal facility that

! 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. E017/RP-10-623, the MN PUC ordered that Otter Tail file its next IRP by
December 1, 2013. Otter Tail has filed a new IRP which is currently before the Commission. Docket No. E07/RP-
16-386 is in the Initial Comments phase.



will remain in existence after the decommissioning and require monitoring into the future

pursuant to EPA regulations, as described below.

Background
Otter Tail’s Hoot Lake Plant (HLP) along with the Minnesota Pollution Control Agency

(MPCA) and their VVolunteer Investigation and Cleanup (VIC) Program, began in 1999 to
investigate former HLP coal ash disposal sites that were formally closed under the terms of a
Stipulation Agreement with the MPCA, dated February 5™, 1980. The purpose of those
investigations was to identify and mitigate environmental impacts that may exist at the closed
ash disposal sites. These former ash disposal sites, now known as VIC areas 1 through 4, were
used as ash disposal areas prior to the advent of solid waste permitting regulations.

In 2014 HLP initiated a voluntary cleanup pilot program at VIC area 1. This voluntary
project met with approval from both the MPCA and the Minnesota Department of Natural
Resources (MDNR). The project involved excavating 71,000 cubic yards of coal ash in
accordance with a MPCA approved Work Plan, placing the excavated ash into our on-site, lined
and permitted ash landfill and then restoring the former ash disposal area to natural conditions as
set by MDNR specifications at a project cost of $794k. Otter Tail partnered with the Fergus Falls
Fish and Game Club which donated wood duck houses to make the newly created flood plain
even better for wildlife. The goal of the project was to restore the former ash disposal area back
to its natural condition and to improve ground water quality. Over a period of some years, we
expect the ground water quality to improve to the point where VIC area 1 can be removed from
the MPCA Volunteer Investigation and Cleanup program permanently, remediating liability
exposure to the Company and thus benefitting our customers.

Then, in 2015 HLP moved approximately 48,000 cubic yards of historic ash from VIC
area 4 into and further expanded the plants on-site permanent lined and permitted ash landfill
facility at a cost of $2.7M. Currently the plant is working on ash remediation from VIC areas 2
and 3 at an expected cost of $1.7M with the final phase of the long term project scheduled to be
completed next year for another $3.5M. Again, the goal of all phases of the project is to improve
these sites to the point where they can be removed from the MPCA Volunteer Investigation and

Cleanup program permanently.



On December 19, 2014 the Federal Environmental Protection Agency (EPA) released its
Coal Combustion Residuals (CCR) rule. According to the rule, CCR will be regulated as a solid
waste. This ruling impacts our ash handling and management practices. The final disposal
destination for the VIC area ash is our lined, permitted landfill located on the HLP property. This
permitted facility is subject to the CCR rule, and as a result, additional environmental monitoring
equipment had to be installed. Otter Tail will be required to monitor our on-site lined permitted
ash disposal facility at HLP for 30 years past the final ash landfill capping which we expect to be

sometime after the plant is retired in 2021.

Request
To appropriately reflect that the ash disposal facility will have an existence that continues

beyond the decommissioning of Hoot Lake Plant and the facility will have a 30-year monitoring
requirement as set forth by the EPA in its CCR rules, Otter Tail requests that it be authorized to:
e Setupanew 312.1 sub account at HLP under FERC account 312 and transfer the

facilities existing lined permitted ash disposal facility into this sub account. As of
December 31, 2015, the Gross Plant and Accumulated Depreciation totaled $6,980,676
and $2,331,763 respectively resulting in a Net Plant balance for this site of $4,648,913.2
Otter Tail is requesting the Average Year of Final Retirement (AYFR) for this sub
account reflecting the existing lined permitted ash disposal facility to be 2051, which is
30 years past the current plants AYFR of 2021. The remaining life for these assets in sub
account 312.1 is 33.91 years with this filing and reflects the EPA’s 30 year monitoring
window requirement promulgated through their CCR rules, which Otter Tail is now

required to meet.

2 Otter Tail notes that the Revenue Requirement impact associated with this request is negative for Otter Tail. That
is, in 2017 when depreciation expense is calculated utilizing the Remaining Lives and Salvage percentages
requested with this filing, the associated depreciation expense reduction resulting from extending the Remaining
Life of the HLP ash landfill will be more than offset by unrealized rate of return necessary to support its recent
investments at the HLP Ash Landfill, which are not included in the rate base of our pending rate case. It is expected
that the change to depreciation expense and the additional rate base investments will be reflected in Otter Tail’s next
general rate case filing, where they are expected to have relatively minor impact in aggregate.



B. 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 at

this time.

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
Idemmer@otpco.com

and

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 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, 2017.

Dated: September 1, 2016

Respectfully submitted,
OTTER TAIL POWER COMPANY

/s/ 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
Idemmer@otpco.com
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Docket No. E017/D-16-
Attachment No. 2
OTTER TAIL POWER COMPANY Page 1 of 3

2016 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2017

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

STEAM PRODUCTION
Big Stone Plant

311-101 Structures & Improvements 29.32 -6.0%
312-101 Boiler Plant Equipment 29.32 -6.0%
314-101 Turbogenerator Units 29.29 -6.0%
315-101 Accessory Electric Equipment 29.31 -6.0%
316-101 Misc. Power Plant Equipment 29.29 -5.6%
Hoot Lake Plant - Units 2 & 3
311-102 Structures & Improvements 5.46 -13.5%
312-102 Boiler Plant Equipment 5.46 -13.5%
312.1-102 Boiler Plant Equipment 33.91
314-102 Turbogenerator Units 5.46 -13.5%
315-102 Accessory Electric Equipment 5.46 -13.5%
316-102 Misc. Power Plant Equipment 5.46 -13.4%
Coyote Station
311-103 Structures & Improvements 24.62 -8.5%
312-103 Boiler Plant Equipment 24.63 -8.5%
314-103 Turbogenerator Units 24.65 -8.5%
315-103 Accessory Electric EqQuipment 24.63 -8.5%
316-103 Misc. Power Plant Equipment 24.65 -8.2%

HYDRAULIC PRODUCTION
Hoot Lake Hydro Unit

331-131 Structures & Improvements 5.46 0.0%
332-131 Reservoirs, Dams & Waterways 5.46 0.0%
333-131 Water Wheels, Turbines & Gen. 5.46 0.0%
334-131 Accessory Electric Equipment 5.46 0.0%
335-131 Misc. Power Plant Equipment 5.46 0.0%
Wright Hydro Unit
331-132 Structures & Improvements 5.46 0.0%
332-132 Reservoirs, Dams & Waterways 5.46 0.0%
333-132 Water Wheels, Turbines & Gen. 5.46 0.0%
334-132 Accessory Electric Equipment 5.46 0.0%
335-132 Misc. Power Plant Equipment 5.46 0.0%
Pisgah Hydro Unit
331-133 Structures & Improvements 5.46 0.0%
332-133 Reservoirs, Dams & Waterways 5.46 0.0%
333-133 Water Wheels, Turbines & Gen. 5.46 0.0%
334-133 Accessory Electric Equipment 5.46 0.0%
335-133 Misc. Power Plant Equipment 5.46 0.0%
Dayton Hollow Hydro Unit
331-134 Structures & Improvements 5.46 0.0%
332-134 Reservoirs, Dams & Waterways 5.46 0.0%
333-134 Water Wheels, Turbines & Gen. 5.46 0.0%
334-134 Accessory Electric Equipment 5.46 0.0%
335-134 Misc. Power Plant Equipment 5.46 0.0%

Taplin Gorge Hydro Unit
331-135 Structures & Improvements 5.45 0.0%

Page 1 of 3
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Attachment No. 2
OTTER TAIL POWER COMPANY Page 2 of 3

2016 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2017

Account Remaining  Net Salvage Amortization
Number Class of Utility Plant Life (Yrs) % Period (Yrs)
332-135 Reservoirs, Dams & Waterways 5.46 0.0%
333-135 Water Wheels, Turbines & Gen. 5.45 0.0%
334-135 Accessory Electric Equipment 5.46 0.0%
335-135 Misc. Power Plant Equipment 5.46 0.0%
Bemidji Hydro Unit
331-138 Structures & Improvements 5.46 0.0%
332-138 Reservoirs, Dams & Waterways 5.46 0.0%
333-138 Water Wheels, Turbines & Gen. 5.46 0.0%
334-138 Accessory Electric Equipment 5.45 0.0%
335-138 Misc. Power Plant Equipment 5.46 0.0%

OTHER PRODUCTION
Jamestown Unit 1

341-140 Structures & Improvements 7.43 -1.4%
342-140 Fuel Holders & Accessories 7.43 -1.4%
343-140 Prime Movers 7.43 -1.4%
345-140 Accessory Electric Equipment 7.42 -1.4%
346-140 Misc. Power Plant Equipment 7.43 -1.4%
Jamestown Unit 2
341-142 Structures & Improvements 7.43 -1.4%
342-142 Fuel Holders & Accessories 7.42 -1.4%
343-142 Prime Movers 7.42 -1.4%
345-142 Accessory Electric Equipment 7.43 -1.4%
346-142 Misc. Power Plant Equipment 7.42 -1.4%
Lake Preston
341-141 Structures & Improvements 7.43 -2.4%
342-141 Fuel Holders & Accessories 7.43 -2.4%
343-141 Prime Movers 7.42 -2.4%
345-141 Accessory Electric Equipment 7.42 -2.4%
346-141 Misc. Power Plant Equipment 7.42 -2.4%

Fergus Falls Control Center
343-143 Prime Movers 14.22 0.0%

Solway Combustion Turbine Plant

341-144 Structures & Improvements 21.85 -0.4%
342-144 Fuel Holders & Accessories 21.85 -0.4%
343-144 Prime Movers 21.85 -0.4%
345-144 Accessory Electric Equipment 21.85 -0.4%
346-144 Misc. Power Plant Equipment 21.85 -0.4%
Langdon Wind Energy Center
341-160 Structures & Improvements 16.15 -1.4%
344-160 Generators 16.15 -1.4%
345-160 Accessory Electric EqQuipment 16.15 -1.4%
346-160 Misc. Power Plant Equipment 16.16 -1.5%
Ashtabula Wind Energy Center
341-161 Structures & Improvements 17.11 -1.2%
344-161 Generators 17.11 -1.2%
345-161 Accessory Electric Equipment 17.11 -1.2%

Page 2 of 3
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Docket No. E017/D-16-
Attachment No. 2
Page 3 of 3

2016 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
PROPOSED REMAINING LIVES & SALVAGE FOR USE IN 2017

Account

Number
346-161

341-162
344-162
345-162
346-162

Class of Utility Plant
Misc. Power Plant Equipment

Luverne Wind Energy Center
Structures & Improvements
Generators

Accessory Electric Equipment
Misc. Power Plant Equipment

TRANSMISSION

353 Station Equipment
354 Towers & Fixtures
355 Poles & Fixtures
356 Overhead Conductor & Devices
358 Underground Conductor & Devices
DISTRIBUTION
362 Station Equipment
364 Poles, Towers & Fixtures
365 Overhead Conductor & Devices
367 Underground Conductor & Devices
368 Line Transformers
369 Overhead Services
369.1 Underground Services
370 Meters
370.1 Load Management Switches
370.20 Interruption Monitors
371.20 Other Private Lighting
373 Street Lighting & Signal System

GENERAL PLANT

390
390.1
390.2
390.3

396
397.4

391
391.1
391.2
391.5
391.6

393

394
394.2

395

397
397.1
397.2
397.3

Depreciable

Structures & Improvements
General Office Buildings

Fleet Service Center Buildings
Central Stores Building

Power Operated Equipment
Communication Towers

Amortizable

Office Furniture

Office Equipment

Duplicating Equipment
Computer Systems

Computer Related Equipment
Stores Equipment

Tools, Shop & Garage Equipment
Automated Meter Reading Equip.
Laboratory Equipment
Communication Equipment
Radio Telecom Equipment
Microwave Equipment

Radio Load Control Equipment

Source is Statement A from Foster Report

Remaining Net Salvage Amortization
Life (Yrs) % Period (Yrs)

17.11 -1.2%

18.07 -2.0%

18.07 -2.0%

18.07 -2.0%

18.07 -2.0%

53.06 -5.0%

66.45 -10.0%

54.30 -50.0%

55.22 -30.0%

9.36 -5.0%

32.11 5.0%

47.61 -75.0%

43.53 -100.0%

24.39 -5.0%

28.21 50.0%

32.19 -150.0%

29.99 -20.0%

20.69 0.0%

2.12 0.0%
5

16.83 10.0%

15.03 -5.0%

30.54 10.0%

14.22 49.6%

9.38 33.6%

18.98 92.6%

16.89 20.0%

24.13 5.0%
15
10
10
5
5
15
15
15
15
15
10
15
10
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OTTER TAIL POWER COMPANY
ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
Supplemental Comments

Future Additions and Retirements

As indicated in the 2016 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 placed into service in 2015 the Big Stone Plant’s (“BSP”) Air
Quality Control System (“AQCS”) project. Otter Tail and the other owners of the Big Stone
Plant constructed the AQCS for the Plant to comply with the Environmental Protection Agency
(“EPA”) Regional Haze Rules. Big Stone Plant entered the construction phase of the AQCS in
2013 and completed the project in 2015 at a cost of $199.2 million (OTP share) through
December, 2015.

Additionally, Otter Tail has invested in the CapX 2020 transmission line build out initiative in
Minnesota. CapX 2020 project segments went into service from 2012 through 2015 with the
final line segments from the original CAPX projects Otter Tail partnered with placed into service
in 2015.

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

In addition to discussing future additions or retirements affecting the current certification results,
it is the Company’s practice to also discuss future additions and retirements and potential future
additions and retirements that may have an effect on future depreciation expense or future
certification results. Otter Tail’s 2013 five-year depreciation filing provided some discussion of
these projects and we provide below additional updates on current projects or ones being
considered.

Otter Tail is actively participating in the development 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 MISO’s FERC-approved MVP cost allocation methodology. These projects are in the
construction phase and are expected to go into service in phases from 2016 through the early
2019 timeframe at an estimated cost of $255M OTP share.

Page 1 of 1
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OTTER TAIL POWER COMPANY
2016 ANNUAL REVIEW OF DEPRECIATION CERTIFICATION
Comparison of Resource Plan to Annual Depreciation Filing

Retirement Dates

Generating Unit

BASE LOAD

Resource Plan 2014 -
2028, (prior to
capacity expansion
analysis)

2016 Depreciation
Study
(Attachment No. 1)

Difference

Comments

Energy Center

HYDRO

»  Hoot Lake Dec-2020 Jun-2021 None, other than | The last approved IRP adopted December of the year of retirement as its retirement month. The
Plant Units 2 & 3 program assumption |Depreciation Study adopts a mid-year convention where all assets are assumed to be acquired and retired
differences on June 30th of their respective activity years, whether that activity is a plant addition or plant retirement.
In the current IRP filing before the Commission, June, 2021 is adopted as the retirement month which
matches the Depreciation filing.
»  Big Stone Dec-2046 Jun-2046 None, other than | The last approved IRP adopted December of the year of retirement as its retirement month. The
Plant program assumption |Depreciation Study adopts a mid-year convention where all assets are assumed to be acquired and retired
differences on June 30th of their respective activity years, whether that activity is a plant addition or plant retirement.
In the current IRP filing before the Commission, June, 2046 is adopted as the retirement month which
matches the Depreciation filing.
»  Coyote Dec-2041 Jun-2041 None, other than | The last approved IRP adopted December of the year of retirement as its retirement month. The
Station program assumption |Depreciation Study adopts a mid-year convention where all assets are assumed to be acquired and retired
differences on June 30th of their respective activity years, whether that activity is a plant addition or plant retirement.
In the current IRP filing before the Commission, June, 2041 is adopted as the retirement month which
matches the Depreciation filing.
WIND
» Langdon Wind Dec-2032 Jun-2032 None, other than | The last approved IRP adopted December of the year of retirement as its retirement month. The
Energy Center program assumption |Depreciation Study adopts a mid-year convention where all assets are assumed to be acquired and retired
differences on June 30th of their respective activity years, whether that activity is a plant addition or plant retirement.
In the current IRP filing before the Commission, December, 2032 is maintained as the retirement month.
» Ashtabula Wind Dec-2033 Jun-2033 None, other than | The last approved IRP adopted December of the year of retirement as its retirement month. The
Energy Center program assumption |Depreciation Study adopts a mid-year convention where all assets are assumed to be acquired and retired
differences on June 30th of their respective activity years, whether that activity is a plant addition or plant retirement.
In the current IRP filing before the Commission, December, 2033 is maintained as the retirement month.
» Luverne Wind Dec-2034 Jun-2034 None, other than | The last approved IRP adopted December of the year of retirement as its retirement month. The

program assumption
differences

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.
In the current IRP filing before the Commission, December, 2034 is maintained as the 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 and the currently proposed IRP's assume these permanent hydro dam structures

on the Otter Tail discussed - IRP assumes differences operate perpetually until a final retirement date is established. Depreciation Studies tie the retirement date

River, FERC operating perpetually to end of the current active FERC hydro operating license. This is the latest date these facilities can

licensed operate as generation resources until a new license renewal is granted pursuant to the satisfaction of its
stated conditions. OTP is currently evaluating renewing its FERC Hydro license.

» 2 units on outlet No retirement date Jun-2021 Program assumption |The latest approved and the currently proposed IRP assumes permanent hydro dam structures operate

differences

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.

Center Diesel

discussed - beyond study
period

peAKING OO |

» Jamestown Dec-2029 Jun-2023 6 years The last approve IRP assumes operation of this low cost resources through the entire resource plan time

Combustion frame. The IRP before the Commission now incorporates a retirement month of Jun, 2033, the same as the

Turbines - 2 units depreciation filing. The Depreciation filing makes annual assessments on the condition of the facility and
if it passes the assessment, it extends the plant life an additional year per policy to maintain a 10 year
minimum operating window until the unit is no longer prudent to operate. The 2016 assessment
determined a one year extension this year was not warranted.

» Lake Preston Dec-2029 Jun-2023 6 years The last approve IRP assumes operation of this low cost resources through the entire resource plan time

Combustion frame. The IRP before the Commission now incorporates a retirement month of Jun, 2033, the same as the

Turbine depreciation filing. The Depreciation filing makes annual assessments on the condition of the facility and
if it passes the assessment, it extends the plant life an additional year per policy to maintain a 10 year
minimum operating window until the unit is no longer prudent to operate. The 2016 assessment
determined a one year extension this year was not warranted.

» Solway Dec-2038 Jun-2038 None, other than | The latest approve IRP adopted December of the year of retirement as its retirement month. The

Combustion program assumption |Depreciation Study adopts a mid-year convention where all assets are assumed to be acquired and retired

Turbine differences on June 30th of their respective activity years, whether that activity is a plant addition or plant retirement.
The current IRP before the Commission adopts Jun, 2038 as it retirement date, the same as this
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:

The Company's latest approved Resource Plan (RP) was 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 our last Five-year depreciation study. Otter Tail
currently has a new proposed IRP before the Commission in 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 plants remaining 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.
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