215 South Cascade Street

PO Box 496

Fergus Falls, Minnesota 56538-0496
218 739-8200

www.otpco.com

March 26, 2009
South Dakota Public Utilities Commission O'TEB T-A'l

500 East Capitol Avenue POWER COMPANY
Pierre, SD 57501-5070

Dear Commissioners:

Attached is Otter Tail Power Company’s response to the Commission’s March 13, 2009
information request regarding greenhouse gas (GHG) regulation.

The final form and timing of federal GHG legislation is difficult to predict. For that reason,
we have estimated the impacts of possible legislation based on certain assumptions. While we
don’t agree with this methodology, we have assumed in those calculations that no allowances
will be allocated to utilities or customers and that all will be auctioned. Our calculations were
based on 2008 KWH sales levels and CO; output level. It was also assumed that we are only
responsible for the CO, generated by the plants we own.

Pending federal legislation regarding GHG will have a significant impact on South Dakota
customers of Otter Tail Power Company. We estimate that GHG legislation would on
average increase electric bills Otter Tail’s South Dakota customers from 32% at a $20 per ton
CO; level up to 80% at a $50 per ton level annually. You can see from the actual customer
bills included how GHG legislation would impact individual South Dakota customers.

Otter Tail believes that future growth of electric demand requires a balanced approach that is
mindful of our customers’ need for reliable electricity that is affordable and environmentally
responsible. That balance will be achieved through using demand-side management and
conservation, renewable resources, plant and operating efficiencies, peaking plants, and
prudent baseload generation.

The Company feels that GHG legislation needs to include all sectors of the economy and all
sources of GHG. Any legislation should include an economic safety valve for alternative
actions if costs get too high. Otter Tail believes that all allowances should be allocated to
utilities or customers at no cost in the beginning. The number of free allowances should
decrease over time. Any proceeds from the auction of these allowances needs to either flow
back directly to customers or fund GHG-reducing technology.

Thank you for the opportunity to comment on this important issue. Please let me know if you
have any questions.

Sincerely,

/_’_':f'ﬁ’f?f“# PP —

Chuck MacFarlane, President
Otter Tail Power Company
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AVERAGE COST
CO02 COST CUSTOMER RATE PER IMPACT PERCENTAGE
PER TON CLASS KWH - 2008 PER KWH INCREASE
$20 / Ton Residential 0.07598 0.02091 27.5%
Commercial 0.07613 0.02091 27.5%
Industrial 0.05573 0.02091 37.5%
Total South Dakota 0.06492 0.02091 32.2%
$30 / Ton Residential 0.07598 0.03136 41.3%
Commercial 0.07613 0.03136 41.2%
Industrial 0.05573 0.03136 56.3%
Total South Dakota 0.06492 0.03136 48.3%
$40 / Ton Residential 0.07598 0.04182 55.0%
Commercial 0.07613 0.04182 54.9%
Industrial 0.05573 0.04182 75.0%
Total South Dakota 0.06492 0.04182 64.4%
$50 / Ton Residential 0.07598 0.05227 68.8%
Commercial 0.07613 0.05227 68.7%
Industrial 0.05573 0.05227 93.8%
Total South Dakota 0.06492 0.05227 80.5%

Total Annual Impact on Otter Tail Power Company’s South Dakota customers: 22,267,020

Assuming no growth in sales and a level CO2 charge, OTP’s SD customers would pay out

over $890 million dollars from 2010 - 2040.
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Sample Otter Tail

Power Company

Residential customer bill
showing potential
impact of federal
CO02 Legislation.

(Assumes $50 per ton CO@ cost and
all allowances auctioned.)
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Sample Otter Tail

Power Company

Commercial customer bill
showing potential
impact of federal
CO02 Legislation.

(Assumes $50 per ton CO@ cost and
all allowances auctioned.)
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CO02 Legislation.
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all allowances auctioned.)
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Sample Otter Tail

Power Company

Industrial customer bill
showing potential
impact of federal
CO02 Legislation.

(Assumes $50 per ton CO@ cost and
all allowances auctioned.)
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