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Otter Tail Power Company

Income Tax

For the Year Ending December 31, 2009

Line No.

(A)

Description

Statement K

Page 1 of 2
(B) © (D) ()
TOTAL SYSTEM
South
Total Claimed Adjusted Dakota
System Adjustments Total Amount

~NOoO O WN P

Income Tax Payable
Federal
State

Deferred Income Tax
Federal
State

Investment Tax Credit - Net

Total Income Tax

($31,703,720)  $7,985,805  ($23,717,915) ($2,126,193)
(5,194,989) (230,436)  (5,425,425) 0
41,314,649  (12,020,746) 29,293,903 2,775,578

7,881,364 (321,324) 7,560,040 0
(9,310,969) (766,923)  (10,077,892) (991,042)
$2,986,335  ($5,353,624)  ($2,367,288) ($341,656)




Otter Tail Power Company

Statement K

Interest Expense - Annualization Adjustment Page 2 of 2
For the Test Year Ended December 31, 2009
(A (B) © (D)
TOTAL SYSTEM
2009 2009
Line Actual Test
No. Description Year Adjustments Year
1 Net Operating Income Before Tax (NOIBT) $53,609,325 ($28,492,461) $25,116,863
2 Less: Interest Cost 19,559,234 48,649 19,607,883
3
4 Net Income Before Tax $34,050,091 ($28,541,110) $5,508,981
5
6 Federal Schedule M Adjustments:
7 Additional Tax Depreciation $87,767,748 ($50,834,935) $36,932,813
8 Cost to Remove 3,029,927 - 3,029,927
9 Directly Assigned Schedule M ltems (186,954) - (186,954)
10 Accrued Vacation Pay 73,953 - 73,953
11 Charges - Operating Reserves (1) 4,161,474 - 4,161,474
12 Provisions - Operating Reserves (1) (7,629,629) - (7,629,629)
13 Unbilled Revenues - - -
14 Preferred Dividends Paid Credit - - -
15 Employee Stock Purchase Program - - -
16 Stock Options - - -
17 Meals - 50% Disallowance (38,335) 81,962 43,627
18 Restricted Stock Incentive (173,095) 1,093,247 920,152
19 Income from Property (1,874,107) - (1,874,107)
20 Interest Capitalized on Construction (2,744,415) 1,673,967 (1,070,448)
21 Federal Empowerment Zone Tax Credit (9,000) - (9,000)
22 Capitalized A & G (2,255,875) - (2,255,875)
23 Highway Reimbursements 1,150,187 - 1,150,187
24 Property Taxes (1,549,099) - (1,549,099)
25 Unicap Adjustment - Section 163A (115,000) - (115,000)
26 Leverage ESOP Deduction 1,952,402 - 1,952,402
27 Pensions (FAS 87 & 88) Non-taxable Book Income (3,055,930) - (3,055,930)
28 Payments for Deferred Settlement - - -
29 Restricted Stock Units - - -
30 Restricted Stock Incentive (Tax dedeuction for Employee Gain) 140,123 (468,085) (327,962)
31 Restricted Stock Incentive (Tax dedeuction for Dividends) 3,068 (101,815) (98,747)
32 AFUDC Charged on Construction 4,216,005 (2,571,602) 1,644,403
33 Sec 481(a) Cap to Repair Basis Adjustments -2001-2009 42,618,532 - 42,618,532
34 Big Stone Il Abandonment Costs 3,278,495 - 3,278,495
35 Medicare Part D 1,066,663 - 1,066,663
36
37 Subtotal Federal Schedule M Adjustments $129,827,138 ($51,127,261) $78,699,877
38
39 Federal Adjusted Income Before Taxes ($95,777,047) $22,586,151 ($73,190,896)
40
41 Less:
42 State Income Taxes (5,194,989) (230,436) (5,425,425)
43
44 Federal Taxable Income ($90,582,058) $22,816,586 ($67,765,472)
45
46 Federal Tax Rate 35.00% 35.00% 35.00%
47
48 Federal Income Tax Before Credits ($31,703,720) $7,985,805 ($23,717,915)
49 Investment Tax Credit - Debits Utilized - - -
50
51 FEDERAL INCOME TAXES ($31,703,720) $7,985,805 ($23,717,915)

Tax Savings Due to Consolidation:

There will be no tax savings as a result of filing a consolidated tax return for the test year ended December 31, 2009.

Abnormalities for Test Period:
None
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Otter Tail Power Company
Reconciliation of Income per Books with Income per Tax return

Reconciliations of Book Net Income to tax Net Income for Otter tail Power Company
(OTP) are attached for the tax years 2009, 2008, 2007 and 2006.



Schedule K-1

Page 2 of 52
Schedule M- 3 {Form 1120) 2009 Page 2
Name of corporation {commaon parent, if consolidated return} Employer identification number
Qtter Tail Power Company 41-0462685

Check applicable box(es): (1} D Consolidated group {2) I:l Parent corp {3) I:I Consolidated sliminations {4) D Subsidiary corp (5} D Mixed 1120/L/PC group
Check if a sub-consolidated: (8) D 1120group  {7) |:| 1120 eliminations
Name of subsidiary (if consolidated return) Employer identification number

Partll: Reconciliation of Net Income {Loss) per income Statement of Inciudible Corporations With
Taxable Income per Return (ses instructions)

(al {b) (c) (d)
Income (Loss) ltems Income {Loss) per Temporary Permanent Income (Loss) per
(Attach schedules for fines 1 through 11) income Statement Bifference Difference Tax Return
1 Income (loss) from equity method foreign corporations 0 ] E S
2 Gross foreign dividends not previously taxed = 0 0 0
3 Subpart F, QEF, and similar income inclusions g 0 0
4 Section78gross-up . . ... ... ... ... 0 0 0
§ Gross foreign distributions previously taxed = | 0 a 0] i
6 [ncome (loss) fram equity method U.S. corporations 0 Q 0
7 U.S. dividends not eliminated in tax consolidation 0 0 0
8 Winority interest for includiple corporations 0 ¢ ol ERes
9 Income (loss) from U.S. partnerships | |, , ., . . . 0 0 0 0
10 Income (loss) from forelgn partnerships, | | |, . 0 g 0 0
41 Income (loss) from other pass-through entities 0 0 0 0
12 [tems relating to reportable transactions
(stischdetils) ... ... ..., 0 0 0 0
13 Interest income (aftach Farm 8916-A) . . . | 102,463 0 -9,303 93,160
14 Total accrual to cash adjustment ., Y 0 0 0
1§ Hedging fransactions =~ . .. 0 0 0 0
16  Mark-to- market income (loss) ., . ... ... Y 0 0 0
17 Cost of goods sold (altach Form 8816-A) { 0 115,836 D¢ -115,836
18 Sale versus lease (for sellers and/or lessors) = | 0 0 0 0
19 Section 481(a) adjustments . L 0 0 0
20 Unearned/deferred revenue ., . .. .. 4 0 0 0
21 Income recognition from long-term contracts | | | 0 0 0 0
22 Original issue discount and other imputed interest 0 0 0 0
23a Income staternent gain/loss on sate, exchange, i
abandanment, worthlessness, or other disposition of :
assets other than inventory and pass- through entities -15,537 [ J)
b Gross capital gains from Schedule D, excluding
amounts from pass- through entities, = . .. 15,537 0 15,537
¢ Gross capital losses from Schedule D, excluding
amounts from pass- through entities, abandonment
losses, and worthless stock losses . .. 0 0 0
d Net gain/fess reported on Form 4797, line 17,
excluding amounts from pass- through entities,
ahandonment losses, and worthless stock losses | | | 0 0 0
¢ Abandonment losses . . 0 0 0
f Worlhless stock losses (attach detais) | 0 0 0
G Other gain/loss on disposition of assets othar thaninventory 0 0 0
24 Capital loss limitation and carryforward used = | | | DR 0 0 0
25 Other Income (foss)items with differences (attech schedule) | 315,583,264 -1,685,3%0 9,000 313,906,874 STMT 19
26 Total income (loss) items. Combine lines 1 through 25 315,701,264 -1,569,554 -303 314,131,407
27 Total expense/deduction items (from Part if, Hine 38) -121,702,408 -140,006,138 -2,953,731 -264 682,277
28 Other items with no differences . .. . -159,920,046 |0 T -159,920,045
29a Mixed groups, see instructions. All others, combine
lnes 26 through 28 . . . . .. .. 34,078,811 -141,575,692 -2,054,034 110,450,915
b PG insurance subgroup reconciliation totals | | | 0 0 0 0
¢ Life insurance subgroup reconciliation totals | | 0 o Y 0
30 Reconciliation totals. Combine lines 29a through 29¢ 34,078,811 -141,575,692 -2,954,034 -110,450,915

Note. Line 30, column (a), must equal the amount on Part 1, line 11, and column {d) must equal Form 120, page 1, line 28.
F9.00.01 US20M3P2 Schedule M-3 {(Form 1120) 2008
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Schedule M- 3 (Form 1120} 2009 Page 3
Name of corporation (common parent, if consolidated return} Empioyer identification number

Otter Tail Power Company 41.0462685

Check applicable box{es) (1) I:I Consolidated group (2) |:| Parent corp (3) |:| Consolidated sliminations {4) [:l Subsidiary corp {5} l:l Mixed 1120/L/PC group
Chack if asub-consolidated: (6) D 1120 group (7) D 1120 eliminations
Narme of subsidiary (if consolidated return) Employer identification number

‘Part1il. Reconciliation of Net Income (L.oss) per Income Statement of Includible Corporations With
Taxable Income per Refurn- Expense/Deduction ifems (see instructions)

{a) {b) {c) {d)
Expense/Daduction itoms g I v S B B
1 U.S. currentincome tax expense . ., o 0
2 U.S. deferred income tax expense =~ Y 0
3 State and local current income tax expense | | | 4 0
4 State and local deferred income tax expense | Q 0
5 Foreign current income tax expense (other than
foreign withholding taxes) =, | e 0 0 0 0
& Foreign deferred income tax expense | 0 ¢ 0
7 Foreign withholding taxes = = . ¢ 0 0 0
8 inferest expense {aitach Form 8918-A) . | 18,000,077 1,471,590 o 19,471,867
9 Slock option expense ... ... 0 0 0 0
10 Other equity- based compensation ., . ., Y 0 0 0
11 Meals and entertainment, . . ... .. .. 2,826,978 0 -38,338 2,788,641
12 Fines and penalies . . 0 0 0 0
13 Judgments, damages, awards, and simitar costs | | | Q 0 0 o
14 Parachute payments = . .. ... ... .. 0 0 0 o
15 Compensation with section 162(m) limitation | 0 a 0 0
16 Pension and profit-sharing, . . ... ... 8,502,971 550,658 1,952,402 9,006,031
17 Other post-reticement benefits C ] 0 0 0
18 Deferred compensation . .. .. ... ... 0 0 0 Y
19 Charitable contribution of cash and tangible
PIOPEIY , | e 369,837 ~369.837 0 0
20 Charitable contribution of mtangtble property | 0 0 0 0
21 Charitable contribution limitation/carryforward | v v 0 0 0
22 Domestic production activities deduction R 0 0 0
23 Current year acquisition or reorganization
investment banking fees Q 0 0 o
24 Current year acquisition or reorganization legal and
accountingfees . .. ..., ... 0
25 Current yearacqunsmon/reorgamzat[on other costs 0
26 Amortization/impairment of goodwill | , 0 0 0 0
27 Amortization of acquisition, recrganization, and
start-upcosts L L 0 0 0 0
28 Other amortization or impairment write-offs | 0 0 0 0
29 Section 198 environmental remediation costs | | | o 0 0 0
30 PBepletion e 0 0 0 0
31 Depreciation . . . . 35,398, 291 96,622,379 0 132,220,670
32 Bad debtexpense 939,458 -248, 435 0 691,023
33 Corporate owned lffe insurance premiums | | 0 o 0 0
34 Purchase versus lease (for purchasers and/or
lesseesy ... .. 246,637 0 0 246,637
35 Other expense/deduction items with differences
(attach scheduls) . . STATEMENT 20 57,418,181 41,779,783 1,039,664 100,237,608
36 Total expenseldeduction items. Combine lines 1
through 35. Enter here and on Part i, line 27,
reporting positive amounts as negative
and negative amounts as positive « .« . . . . 121,702,408 140,006,138 2,953,731 264,862,277

Schedule M-3 {Form 1120} 2008
F9.00.01  US20M3P3



12-May-2010 10:51:39

2009 FEDERAL FORM 1120 TA¥ RETURN

Otter Tall Power Company

41-0462685
Year: 2009
Ak AR A A AR FAA NIRRT A AR TR I A I T AL bk Ak kb hh ke khdddk
* SCHEDULE M-3 *
khkhkhkkkkbtkhikhkh xRk AR hAkA Ak hhkhhkhbdhbkFdhrhhdhdihd
PART I FINANCIAL INFO AND NET INCOME (LOSS) RECCN
4 WORLDWIDE CONSOL NET INC IDENTIFIED IN PT 1 LN 1 [
53 NET INCOME FROM NCOHNINCLUDIELE FOREIGH ENMTITIES o]
B NET LOSS FROM NCONINCLUDIBLE FOREIGN ENTITIRS o]
6A NET INCCME FRCM NONINCLUDIBLE U.5. ENTITIES o]
B NET L0O3SS FROM NONINCLUDIBLE U.S. ENTITIES 0
7A NET INC(LOSS) OF QTHER INCL FRGN DISREGARDED ENT 0
B NET INC(LOSS) OF OTHER INCL U.S. DISREGARDED ENT o]
C NET INC(LOSS) OF OTHER INCLUDIBLE ENTITIES 0
B ADJ TO ELIM TRANS BTWN INCLDBL & NONINCLDBL ERT 0
9 ADJ TO RECCON INCOME STMT YR TC TAX YR OF TAX RTN 0
102 INTERCOMPANY DIV ADJ TO RECONCILE TO LINE 11 0
B OTHER STATUTORY ACCOUNTING ADRJ TO RECON TO LN 11 0
C OTHER ADJ TO RECONCILE TOQ AMOUNT ON LINE 11 0
11 NET INCOME PER INCOME STMT OF INCLUDIBLE CORPS 0
12 TOTAL ASSETS & LIAB INCLUDED OR REMOVED ON
FOLLOWING LIKES:
A TNCLUDED ON PART I LINE 4 - TOTAL ASSETS 0
A INCLUDED ON PART I LINE 4 - TOTAL LIABILITIES 0
B REMOVED ON PART I LINE 5 — TOTAL ASSETS 0
B REMOVED QW PART I LINE 5 — TOTAL LIARILITIES 0
C REMOVED ON PART I LINE 6 — TOTAL ASSETS 0]
C REMOVED ON PART I LINE 6 - TOTAL LIABILITIES 0
D INCLUDED ON PART I LINE 7 - TOTAL ASSETS 0
D INCLUDED ON PART I LINE 7 - TOTAL LIABILITIES 0
PART 11 RECON OF NET INCOME (LOSS) PER INCOME STMT
OF INCLUDIBLE CORPS WITR TAXABLE INC PER RTN
COL A - INCOME (LOSS) PER INCOME STATEMENT
1 INCOME {LOSS} FROM EQUITY METHOD FGN CORPS 4]
2 GROSS FGN DIVIDENDS NCOT PREVIOUS TRXED 0
5 GROSS FGN DISTRIBUTIONS PREVIQUSLY TAXED 0
6 INCOME (LOSS}) FROM EQUITY METHOD U.S. CORPS 4]
7 U.S5. DIVIDENDS NOT ELIWINATED IN TAX CONSOL Q
B8 MINORITY INTEREST FOR INCLUDIBLE CORPS 0
S INCOME (LOSS) FROM U.S5. PARTNERSHIFES 0
1¢ INCOME (LOSS) FROM FGN PARTNERSHIPS 4]
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES 0
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS a

Page 16
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12-May-2010 10:51:39

2009 FEDERAL FORM 1120 TAX RETURN
Otter Tail Power Company

41-0462685
Year: 2009
13 INTEREST INCOME 102,463
14 TOTAL ACCRUAL TO CASH ADJUSTMENT 0
15 HEDGING TRANSACTIONS 0
16 MARK~TO~MARKET INCOME (LOSS) 0
17 COST OF GOODS SOLD 1}
18 SALES VERSUS LEASE 0
20 UNEARNED/DEFERRED REVENUE 0
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS 0
22 OQORIGINAL ISSUE DISCCUNT AND OTHER IMPUTED INT 0
23n INCOME STMT GAIN/LOSS ON SALES OTHER THAN

INVENTORY AND FLOW THRU ENTITIES 15,537
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES 315,583,264
26 TOTAL INCCME (LOSS) ITEMS. COMBINE ILNS 1 TO 25 315,701,264
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (121,702,408)
28 OTHER INC (LOSS) EXP (DED) ITEMS WITH NO DIFF {159,920,045)
29a 1120 SUBGROUP RECON TQOTALS. ADD LINES 26 THRU 28 34,078,811
30 RECONCILIATION TOTALS. ADD LINES 2%A THRU 28C 34,078,811

page 17 Set {1/1}
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12-May-2010 10:51:39

2009 FEDERAL FORM 1120 TAX RETURN

Otter Tail Power Company

41-0462685
Year: 200%
COL B - TEMPORARY DIFFERENCE
1 INCOME (ILOSS) FROM EQUITY METHOD FGN CORPS
2 GROSS FGN DIVIDENDS NOT PREVICUS TAXED
3 SUBPART F, QEF AND SIMILAR INCOME INCLUSICNS
4 SECTICN 78 GROS3-UP
5  GROSS FGH DISTRIBUTIONS PREVIOUSLY TAXED
6 INCOME (LOSS) FROM EQUITY METHOD U.S5. CORPS3
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL
8 MINORITY INTEREST FOR INCLUDIBLE CORPS
9 INCOME (LOSS) FROM U.S5., PARTNERSHIPS
10 TINCOMF {(LOS8) FROM FGM PARTHERSHIPS
11 INCCME (LOSS) FROM OTHER PASS-THRU ENTITIES
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS
13 INTEREST INCOME
14 TOTAL ACCRUAL TO CASH ADJUSTMENT
15 EEDGING TRANSACTIONS
16 MARK-TO-MARKET INCOME (LOSS)
17 COST OF GOODS S50LD
18 SALES VERSUS LEASE
19 BSECTION 481(A) ADJUSTHENTS
20 UNEARNED/DEFERRED REVENUE
21 TIHCOME RECOGHNITIOM FROM LONWNG-TERM CONTRACTS
22  ORIGINAL ISSUE DISCOUNT AND OTHRER THMPUTED THT
23A INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES
B GROSS CAP GARIN FROM 3CH D EXCLUDING FLOW THRU

C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU

24
25
26
27
293
30

COL

s WD

GAIN/LOSS REPORTED ON FORM 4797 LINE 17,
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK
ABANDOMMENT LOSSES
WORTHLESS STCOCK LOSSES
OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER
THAN INVENTORY
CAPITAL LOSS LIMITATION AND CARRYFORWARD USED
OTHER INCOME (LCOSS) ITEMS WITH DIFFERENCES
TOTAL INCOME (LCSS) ITEMS. COMBINE LNS 1 TG 25
TOTAL EXPFNSE/DEDUCTION ITEM FROM PT III, LN 36
1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28
RECONCILIATION TOTALS. ADD LINES 29A THRU 29C

C - PERMANENT DIFFERENCE

IHNCOME (LOSS) FROM EQUITY METHOD FGN CORPS
GROSS FGN DIVIDENDS NOT PREVIOUS TAXED
SUBPART F, QEF AND SIMILAR INCOME INCLUSIONS
SECTION 78 GROSS-UP

GRO3S FGN DISTRIBUTIONS PREVIOUSLY TAXED
INCOME (LOSS) FROM EQUITY METHOD U.S. CORPS

Page 18 set [1/1]

115,83

O OO0 o o O o0 0 0 O o o0 o o o oo o oo o oo

(15,537}
15,537
0

0
0
(1,685,390)

(1,569,554)
(140,006,138

)
(141,575, 692}
(141,575, 692)

o o o o O g

Schedule K-1
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12-May-2010 10:51:39

2009 FEDERAL FORM 1120 TAX RETURN

Otter Tail Power Company

41~0462685
Year: 2009
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL
8 MINORITY INTEREST FOR INCLUDIBLE CCRPS
9 INCOME (LOSS) FROM UG.S. PARTNERSHIPS
10 INCOME (LOSS) FROM FGN PARTNERSHIPS
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS
13 INTEREST INCOME
14 TOTAL ACCRUAL TO CASH ADJUSTMERT
15 HEDGING TRANSACTIONS
16 MARK-TO-MARKET INCCOME (IOSS)
17 COCST OF GOODS SOLD
18 SALES VERSUS LEASE
18 SECTION 481 (a) ADJUSTMENTS
20 UNEARNED/DEFERRED REVENUE
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS
22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT
234 INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES
B GROSS CAP GAIN FROM SCH D EXCLUDING FLCW THRU

C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU

L]

24
25
26
27
29A
30

COL

- W N

11
12
13
14
15
le
17

GATN/L0OSS REPORTED ON FORM 4797, LINE 17

EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK

ABANDONMENT LOSSES

WORTHLESS STOCK LOSSES

OTHER GAIN/LOSS OM DISPOSITION OF ASSETS QTHER
THAN INVENTORY

CAPITAL LOSS LIMITATICN AND CARRYFORWARD USED

OTHER INCCME (LOSS) ITEMS WITH DIFFERENCES

TOTAL INCCME (LOSS) ITEMS., COMBINE LNS 1 TO 235

TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36

1120 SUBRGROUP RECCN TOTAL. ADD LINES 26 THRU 28

RECONCILIATICN TOTALS. ADD LINES 28A THRU 29C

D - INCOME {LOSS) PER TAX RETURN

GROSS FGN DIVIDENDS NOT PREVIOUS TAXED
SUBPART F, QEF AND SIMILAR INCOME INCLUSTONS
SECTICN 78 GROSS-UP

U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL
INCOME (LOSS) FROM U.S. PARTHNERSHIPS

INCOME (LOSS) FROM FGN PARTMERSHIPS

INCOME (LOSS) FROM OTHER PASS—THRU ENTITIES
ITEMS RELATING TO REPORTABLE TRANSACTIONS
INTEREST THCOME

TOTAL ACCRUAL TO CASH ADJUSTMENT

HEDGING TRANSACTIONS

MARK-TO-MARKET INCOME (LOSS)

COST OF GOODS S50LD

Page 19 Set [1/1]

(9,303
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0
0
9,000

{303}
(2,953,731}

(2,954,034}

(2,954,034}
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93,160
0

0

0
115,836
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12-May-2010 10:51:39

2009 FEDERAL FORM 1120 TAX RETURN

Otter Tail Power Company

41-0462685
Year: 2009
18 SALES VERSUS LEASE 0
19 SECTION 481 (A) ADJUSTMENTS 0
20 UNEARNED/DEFERRED REVENUE 0
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS Q
272  ORIGINAL TSSUE DISCOUNT AND OTHER IMPUTED INT 0
23B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU 15,537

C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU 0

D GAIN/LOSS REPCRTED ON FORM 4797, LINE 17

EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK

E ABANDCNMENT LOSSES

P WORTHLESS STOCK LOSSES

G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER

THAN INVENTORY 0

24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED 0
25 QTHER INCOME (L0OSS) ITEMS WITH DIFFERENCES 313,906,874
26 TOTAL INCOME (L0OSS) ITEMS. COMBINE LNS 1 TO 25 314,131,407
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (264,662,27T7)
28 OTHER INC (LOSS) EXP (DED) ITENMS WITH NO DIFF {15%,920,045)
29A 1120 SUBGRQUP RECOM TOTALS. ADD LINES 26 THRU 238 (110, 450,815)
30 RECONCILIATION TOTALS. ADD LINES 292 THRU 28C {116,450, 5815)

Page 20 Set [1/1]
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12-May-2010 10:51:39

2009 FEDERAL FORM 1120 TAX RETURN
Otter Tail Power Company
41-0462685
Year: 2009
PART I1I RECON OF RET INCOME (LOSS) PER INCOME STMT

OF INCLUDIBLE CORPS WITH TAXABLE INC PER RTN
- EXPENSE/DEDUCTION ITEMS

COL A - EXPENSE PER TNCOMEF, STATEMENT

1 U.S. CURRENT INCOME TAX EXPENSE 0
2 U.S. DEFERRED INCOME TAX EXPENSE 0
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
4 STATE BND LOCAL DEFERRED INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
6 FOREIGN DEFERRED INCOME TAX EXPENSE Q
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 18,000,077
% STOCK OPTION EXPENSE 0
1¢ OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTATNMENT 2,826,976
12 FINES AND PENALTIES 0
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS a
14 EXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING 6,502,971
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 369,837
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
23 CURR YR ACQUISITION OR REORG INVEST BRNKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG QTHER COSTS 0
26 AMORTIZATION/IMPATIRMENT OF GQODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 35,398,291
32 BAD DEBT EXPENSE 939, 458
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 246,637
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 57,418,161
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS I TO 35) 121,702,408
COL B - TEMPORARY DIFFERENCE
1 U.S. CURRENT INCOME TAX EXPENSE 0
2 U.S. DEFERRED INCOME TAX EXPENSE 0
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE 0
5 FQREIGN CURRENT INCOME TAX EXPENSE 0
6 FOREIGN DEFERRED INCOME TAYX EXPENSE 0

Page 21 Set [1/1]
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12-May-2010 10:51:39

2009 FEDERAL FORM 1120 TAX RETURN

Otter Tail Power Company
41-0462685
Year: 2009

7 FOREIGN WITHHOLDING TAXES

8 INTEREST EXPENSE
9 STCOCK OPTICN EXPENSE
10 OTHER EQUITY-BASED COMPENSATICHN
11 MEALS AND ENTERTAINMENT
12 FINES AND PENALTIES
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS
14 EXCESS PARACHUTE PAYMENTS
15 EXCESS SECTION 162 (M) COMPENSATION
16 PENSION AND PROFIT SHARING
17 OTHER POST-RETIREMENT BEMEFITS
18 DEFERRED CCMPENSATION
19 CHARITABLE CONTRIBUTICMN OF CASH AND TANG PRCP
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY
21 CHARITABLE CONTRIBUTICN LIMITATICN/CARRYFORWARD
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION
23 CURR YR ACQUISITION OR REORG INVEST BAMNKING FEES
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES
25 CURR YR ACQUISITION/REORG OTHER COSTS
26 AMORTIZATION/IMPAIRMENT OF GOODWILL
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS
30 DEPLETION
31 DEPRECIATION
32 BAD DEBT EXPENSE
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS
34 PURCHASE VERSUS LEASE
35 OTHER EXPENSE/DEDUCTICON ITEMS WITH DIFFERENCES
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADPD LNS 1 TO 35)

COL C - PERMANENT DIFFERENCE
U.5. CURREHT INCOME TAYX EXPENSE
U.5. DEFERRED INCCME TAX EXPENSE
STATE AND LOCAL CURRENT INCOME TAX EXPENSE
STATE AND LOCAL DEFERRED INCOME TAX EXPENSE
FOREIGN CURRENT INCOME TAX EXPENSE
FOREIGN DEFERRED INCOME TAX EXPENSE
FOREIGN WITHHOLDING TAXES
INTEREST EXPENSE
9 STOCK COPTION EXPENSE
10 OTHER EQUITY-BASED COMPENSATION
11 HEALS AND ENTERTAINMENT
12 FINES AND PENALTIES
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS
14 EXCESS PARACHUTE PAYMENTS
15 EXCESS SECTICN 162 (M) COMPENSATION

L = o W o W

Page 22 Set [1/1)

0
1,471,590
0

550,65

(369,837

o QO o Qo o oo o o o o O - O 0 o oo o oo

96,822,379

(248,435}
G
¢

41,779,783

140,006,138

{38,335

OO 0O O - O O 0 0 0 0o Cc oo
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12-May-2010 10:51:39

2009 FEDERAL FORM 1120 TAX RETURN
Otter Tail Power Company

41-0462685
Year: 2003
16 PENSION AND PROFIT SHARING 1,952,402
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 0
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
21 CHARITABLE CONTRIBUTION LIMITATION/CARRYFORWARD 0
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 0
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 0
32 BAD DEBT EXPENSE 0
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 1,039,664
36 TOTAL EXPENSE/DEDUCTION ITEMS (ABD LNS 1 TO 35) 2,953,731
COL D - DEDUCTICN PER TAX RETURN
3 STATE AND LOCAL CURRENT TNCCME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 19,471, 667
9 STOCK OPTION EXPENSE 0
10 OQOTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT 2,788,641
12 FINES AND PENALTIES 0
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS 0
14 EXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSICH AND PROFIT SHARING 9,006,031
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP [
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY ]
21 CHARITABLE CONTRIBUTION LIMITATION 3
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 0
23 (CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES e
25 CURR YR ACQUISITION/RECRG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL c
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS Y
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS ¢

Page 23 Set [1/1]
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2009 FEDERAL FORM 1120 TAX RETURN
Otter Tail Power Company

11-0462685

Year: 2009

29 GECTICN 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 132,220,670
32 BAD DEBT EXPENSE ] 691,023
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS - 0
34 PURCHASE VERSUS LEASE 246,637
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 100,237,608
36 TOTAL EXPENSE/DEDUCTICON ITEMS (ADD LNS 1 TO 35) 264,662,277

Page 24 set [1/1]



12-May-2010 10:51:39

Otter Tail Power Company
41-0462685
Year: 2009

2009 FEDERAL FORM 1120 TAX RETURN

SCHEDULE M-3 SUPPORTING SCHEDULES

STMT 19

- SCH M-3, PART II, LINE 25

OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES

COLUMN A:
LINE 25: OTHER INCOME (LOSS)

GROSS SALES

COLUMN B:
LINE 25: COTHER INCOME (LOSS)
GROSS SALES
GAIN ON ADR, ACRS, MACRS
TOTAL

COLUMN C:
LINE 25: OTHER INCOME {LOSS)

Fed Empowerment Zone Tax

COLUMN D:
TOTAL OF COLUMMS A, B BND C
GROSS SALES
GAIN ON ADR, ACRS, MACRS
Fed Empowerment zZone Tax
TOTAL

STATEMENT 20

ITEMS WITH DIFFERENCES

315,583,264

ITEMS WITH DIFFERENCES

(2,409,310)
PROPERTY 723,920
(1,685,390)
ITEMS WITH DIFFERENCES
Credit 9,000
313,173,554
PROPERTY 723,920
Credit 3,000

313,906,874

- S8CH M-3, PART III, LINE 35

OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES

COLUMN A:

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES

SALARIES & WAGES
FEDERAL INCOME TAXES

STATE TAXES BASED O THCOME

MISCELLANEQUS OTHER TAXES
EMPLOYEE BENEFTIT PROGRAMS

LOBBYING EXPENSE - NOMDEDUCTIBLE

MISCELLANEQUS DEDUCTIONS
PENALTIES

Page 25 Set (1L/1}

37,854,120
{1,207,708)
1,853,327
8,852,884
5,022,258
38,596
4,999,722
1,960

Schedule K-1
Page 13 of 52
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2009 FEDERAL FORM 1120 TAX RETURN

Otter Tail Power Company
41-0462685
Year: 2009

TOTAL

COLUMN B:

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES

OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
FEDERAL INCCOME TAXES
STATE TAXES BASED ON INCCME
MISCELLANEQUS OTHER TAXES
EMPLOYEE BENEFIT PROGRANMS
CUSTOMER RELATED EXPENSES
PROPERTY REMOVAL COSTS
MISCELLANEOUS DEDUCTICNS
CIP Expenses (recoverable)
A&G (Book Expense; Tax Capitalize)

TOTAL

COLUMN C:

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES

EMPLOYEE BENEFIT PROGRAMS
LOBBYING EXPEMNSE - NONDEDUCTIBLE
HMISCELLANEGUS DEDUCTIONS
PENALTIES

TOTAL

COLUMN D:

TOTAL OF COLUMMS A, B AWD C
SALARIES & WAGES
MISCELLANEQUS OTHER TAXES
EMPLOYEE BENEFIT PROGRAMS
CUSTOMER RELATED EXPENSES
PROPERTY REMOVAL COSTS
MISCELLANEQUS DEDUCTIONS
CIP Expenses (recoverable)
AsG (Book Expense; Tax Capitalize)

TOTAL

Page 26 Set [1/1]

57,418,161

1,207,706
{1,853,327)
(4,023,212)
(3,089,913)

(20,403)

3,028,927

47,175,805

1,609,075

(2,255,875)

41,779,783

1,066,663
{38,596)
16,557
(4,960)

1,039,664

37,854,120
4,829,672
2,999,008

(20,403}
3,029,927

52,192,084

1,609,075
(2,255,875}

100,237,608
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Schedule M-3 (Form 1120) 2008 Page 2

Name of corporation (cormman parent, if consolidated return) Employer ldentiflcation number
Otter Tail Corporation 41-0462685

Check applicable box{es): (1) r:IlC:f"l*solidatad group (2@ Parent corp {3) D Consclidated eliminations {4) |:| Subsidiary corp (5) |:l Mixed 1120/L/PC group

Check if a sub-consalidated: {6) 1120 group  (7) 1120 aliminations

Name of subsidiary {if consolidated refurn} Employer Idenilflcation number

Reconciiiation of Net Income (Loss) per Income Statement of Includible Corporations With
Taxable Income per Return (ses instructions)

@ (k) (e) (d)
Income (Loss) ltems Income {Loss) per Temporary Permanent Income (Loss) per
{Attach schedules for fines 1 through 11) Income Statemart Difference Difference Tax Return

Income {loss) from equity method foreign corporations 0
Gross foreign dividends not previously taxed

Subpart F, QEF, and similar income inclusions
Seclion 78 Qross-uUp . . . . . . . . ..
Gross foreign distributions previously taxed .
Income (loss) from equity method U.S. corporations |
.S, dividends not eliminated in tax consolidation
Minority interest for includikle corporations
Income (loss) from U.S. partnerships
thcome {loss) from foreign partnerships |, ., ., . .
Income (loss) from other pass-through entities

Items relating to reporiable transactions

(attach details) 9

13 Interest income (attach Form 8916-A) 2,615,073

14 Total accrual fo cash adjustment 9

D @O~ & U L W -

—_
[~

oo |lo|o|oie(o|oioc|o
Olo|Io|oC|o|loiIC|O|oie

ool |o|o|Ool

-
-

—
n
(=]

0
2,606,037

1
~0
[=)
N
o

I

15 Hedging fransactions 0

16 Mark-to-marketincoma{loss) . .. .. ... ... 0

17 Cost of goods sold {aftach Form 8918-A) , , , . , .

18 Sale versus lease (for sellers and/or lassors})

19 Section 481(a) adjustments

20 Unearned/deferredrevenue , , ., . ... .. ...

21 Income recognition from long~term contracts | | | | 0

22 OQriginal issue discount and other imputed interest | 0

23a incoma statament gain/loss on sale, exchange,
abandonment, worthlessness, or other disgposilion of :
assets other than inventory and pass-through enlities 123,047 —123,047 0 &

b Gross capital gains from Schedule D, excluding nona

amounts from pass~through entities : : 123,047 0 123,047

CIO(O|C|O|C|O|D|DOID
g|iojic|lo|o|o|aiolo

oOCo|lo|lo|o|ciojOo|C

¢ Gross capital losses from Schedule D, excluding
amounts from pass-through entities, abandonment
losses, and worthless stock fosses |, ., ., ..
d Net gain/loss reported on Form 4797, line 17,
excluding amounts from pass-through entities,
abandonment josses, and worthless stock losses
e Abandonment losses | . . . . . . . . e
t Worthless stock losses (attach details)
¢ Other gain/loss on disposition of assets other than inventory
24 Capital loss limitation and carryforward used S
25 Otherincome {loss) itams with differences (attach schedule} | 388,722,906 -3,802,675
26 Total Income {loss) items. Combline lines 1 through 25 391,461,026 -3,802,675
27 Total expense/deduction ltems (from Part 1], line 36) ~154,545,18 -95,006,612
28 Other items with no differences ~214,784,963

29a Mixed groups, ses insiructions. All others, combine
lines 26 through 28 22,131,045 -98,809,287 ~3,793,570 -80,471,812

CICc|o|lo|o
QD000

384,929,231 STHT 17
387,658,315
—253,345,164
—214, 784,963

b PC insurance subgroup reconcifiation totals . , | | 0 0 0 0
¢ Life Insurance subgroup reconciliation totals | | . . o 0 0 0
30 Recongclllatlon totals. Combine lines 28a through 2gc 22,131,043 -58,809,287 -3,793,570 -80,471,812
Note. Line 30, column (&), must equal the amount on Part [, line 11, and column {(d) must equal Form 1120, bage 1, line 28,
£8.00.01 US20M3P2 Schedule M-3 (Form 1120) 2008
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Schedule M-3 (Form 1120) 2008 Page 3
Name of corporation {common parent, if consolidated return) Employer [dentification number
Otter Tail Corporation 41-0462685

Check applicable box{es): (1) I:Er'lsolidatsd group (? Parent carp (3) D Consclidated eliminaticns (4) DSu bsidiary corp {5) I:l Mixed 1120/L/PC graup
Check if a sub-consclidated: (6} 1120 group (7) 1120 eliminatians

Name of subsidiary {if consolidated return) Employer tdentification number

Reconciliation of Net Income (Loss) per Income Statement of Includible Corporations With
Taxable income per Return-Expense/Deduciion ltems (see instructions)

@ (b) (0 (d)
ExponsoiDeduction ftoms | | Seseper | Tmwy | femeen | oedetor o
1 U.S. curtent Income tax expense . . . . .. . .. 0 0 0k
2 U.S. deferred income tax expense . , , . ... .. 0 0 OF
3 State and local current income tax expense 0 0 0
& State and local deferred income tax expense |, . | | 0 0 0
§ Forelgn current income tax expense (other than
forelgn withholding taxes) . . . . . . . .. ... 0 0 0
6 Foreign deferred income tax expense |, ., , . , . 0 0 0
7 Foreign withholding taxes . . , . . . . .. .. .. 0 0 0 0
8 [nterest expense (attach Form 8816-A) . . . . . . 20,675,130 1,974,778 0 22,649,908
9 Stock oplion eXpanse . . . . ... ... . 0 Y 0 a
10 Other equity-based compensation , . ., . . . . . . 0 0 0 g
11 Meals and entertainment . . . . . . .. ... ... 4,063,332 0 ~130,870 3,932,462
12 Finesand penalies . . . . ... ... ...... 0 0 0 0
13 Judgments, damages, awards, and similar costs |, | 0 0 0 0
14 Parachute payments . . . . . . . . . .. .. ... 0 0 0 0
15 Compensation with section 162(m} limitation | | . . 0 0 0 0
16 Pension and profit-sharing . _ . . . ... ... .. 7,720,536 745,841 1,621,278 10,087,655
17 Other post-retrement benefits . . . . . . . . .. 0 0 0 ¢
18 Deferred compensation . . . . . . .. ... ... 0 0 0 0
19 Charitable contribution of cash and tangible
property 721,945 ~721,945 0 0
20 Charitable contribution of intangible propery . . . . ¢ 0 0 0
21 Charitable contribution limitation/carryforward T 0 0 0
22 Domestic production aclivities deduction |, |, |, | | 0 0 0
23 Current year acquisition or reorganization
investment banking fees ., . . .. .. .. ... 0 0 0 0
24 Current year acquisition ar reorganization legal and
accountingfees . . . ... .. ... ... ... 0 0 0 0
25 Current year acquisition/recrganization other costs 0 0 0 0
26 Amortization/impairment of goodwill . . . . | 0 0 0 0
27 Amortization of acquisition, reorganization, and
start-up costs . . . L. L 0 0 0 0
28 Other amortization or Impairment write-offs 0 0 0 0
29 Sectlon 198 anvironmental remediation costs 0 0 0 0
30 Depletion ., ... . ................ 0 0 0 0
31 Depreciaton ... 30,306,036 100,759,829 0 131,065,865
32 Bad dobtoxponse . . . . ... 1,023,529 ~111,026 0 912,503
33 Corporate owned life insurance premiums . . | 0 0 0 0
34 Purchase versus lease (for purchasers and/or
lessees) . . 235,481 0 ) 235,481
35 Other expense/deduction items with differences
(attach schedute) . . , ., . ... STATEMENT 18 89,799,029 -7,640,865 2,303,126 84,461,290
36 Total expense/deduction items. Combine lines 1
through 35, Enter here and an Part ], line 27,
reperting positive amounts as negative
and negative amounts ag positive  « - - o 154,545,018 95,006,612 3,793,534 253,345,164

Schedule M-3 (Form 1120) 2008
F8.00.01 US20M3P3



12-May-2010 11:00:39

200¥ FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation
41-0462685

Year:

PART I
WORLDWIDE CONSOL NET INC IDENTIFIED IN PT 1 LN 1

4
5A
B
6A
B
TA
B

NET
NET
NET
NET
NET
NET

C NET

12

o B o B o K T v N « R

ADJ
ADJ

2008

ISR 222222 S 2222282 2RSS SRR R RS sttt

* SCHEDULE M-3

*

khkhhhhkhhkRkkhkRkhhkhixhkhhhdhkrkhihkhhkdhkhFd skt knwkhd

FINANCIAL INFO AND NET INCOME {(LOSS) RECCN

INCOME FRCM NONINCLUDIBLE FORELGN ENTITIES
LOSS FROM NONINCLUDIBLE FORELIGN ENTITIES
INCOME FROM NONINCLUDIBLE U.S. ENTITIES

LOSS FROM NONINCLUDIBLE U.S. ENRTITIES
INC(LOSS) OF OTHER INCL FRGN DISREGARDED ENT
INC (LOSS) OF OTHER INCL U.S. DISREGARDED ENT
INC(LOSS) OF OTHER INCLUDIBLE ENTITIES

TO ELIM TRANS BTWN INCLDBL & NONINCLDBL ENT
TO RECOM INCCOME STMT YR TC TAX YR OF TAX RTN

INTERCOMPANY DIV ADJ TO RECONCILE TC LINE 11
OTHER STATUTORY ACCOUNTING ADJ TO RECON TO L¥ 11
OTHER ADJ TO RECONCILE TO AMOUNT ON LINE 11

NET

INCCOME PER INCOME STMT CF INCLUDIBLE CORPS

TOTAL ASSETS & LIAB INCLUDED OR REMOVED ON
FOLLOWING LINES:

INCLUDED ON PART I LINE 4 - TOTAL ASSETS

INCLUDED ON PART I LINE 4 - TOTAL LIABILITIES

REMOVED ON PART I LINE 5 - TOTAL ASSETS

REMOVED ON PART I LINE 5
REMOVED ON PART I LINE &

1

TOTAL LIABILITIES
TOTAL ASSETS

'

REMOVED ON PART I LINE & - TOTAL LIABILITIES
INCLUDED ON PART I LINE 7 - TOTAL ASSETS
INCLUDED ON PART I LINE 7 - TOTAL LIABILITIES

PART TI RECOH OF NET INCOME (LOSS} PER INCOME STHT

OF INCLUDIBLE CORPS WITH TAXABLE INC PER RTN

COL A - INCCME (LOSS) PER INCOME STATEMENT
INCOME (LOSS) FROM EQUITY METHOD FGN CORPS
GROSS FGN DIVIDENDS NOT PREVIOUS TAKED
GRO3S FGN DISTRIBUTIONS PREVIOUSLY TAXED
INCOME (LO0OSS} FROM EQUITY METHCD U.S. CORPS3

1

o~ ;N

i1
iz

Page 15

U.s.

DIVIDENDS NOT ELIMINATED IN TAX CONSOL

MINORITY INTEREST FOR INCLUDIBLE CORPS
INCOME (LOS3) FROM U.S. PARTNERSHIPS

INCOME (L0OSS) FROM FGN PARTNERSHIPS

INCOME (LOSS) FROM OTHER PASS—-THRU ENTITIES
ITEMS RELATING TO REPORTABLE TRANSACTIONS

Set [1/1]

oo o o o 0o o0 o o O O O O 0

o o o O O O O O

oo 0 0o o o o o o
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200§ FEDERAL FORM 1120 TAX RETURN
Otter Tail Cerporatiocn

41-0462685
Year: 2008
13 INTEREST INCOME 2,615,073
14 TOTAL ACCRUAL TOC CASH ADJUSTMENT 0
15 HEDGING TRANSACTIONS 0
16 MARK-TO-MARKET INCOME (LOSS) 0
17 COST OF GOODS SCLD 0
18 SALES VERSUS LELSE o
20 UNEARWED/DEFERRED REVENUE ¢
21 INCOME RECCGNITION FROM LONG-TERM CONTRACTS 0
22 ORIGINAL ISSUE DISCOUNT AND COTHER IMPUTED INT 0
23a INCOME STMT GAIN/LOSS ON SALES OTHER THAN

INVENTORY AND FLOW THRU ENTITIES 123,047
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES 388,722,906
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TG 25 391,461,026
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (154,545,018}
28 OTHER INC (LOSS) EXP (DED) ITEMS WITH NO DIFF (214,784,963}
29A 1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28 22,131,045
30 RECONCILIATION TOTALS. ADD LINES 29A THRU 29C 22,131,045

Page 16 Set [1/1]
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12-May-2010 11:00:39

2004 FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation
41-0462685
Year: 2008
COL B - TEMPORARY DIFFERENCE

1 INCOME (L0OSS) FROM EQUITY METHOD FGN CORPS 0
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED 0
3 SUBPART F, QEF AND SIMILAR INCOME INCLUSIONS ]
4 SECTION 78 GROSS-UP 0
5 GROSS FGN DISTRIBUTIONS PREVIOUSLY TAXED 0
6 INCOME (LOSS) FROM EQUITY METHOD U.5. CORPS ]
7 U,S. DIVIDENDS NOT ELIMINATED IM TAX CONSOL 0
8 MINORITY INTEREST FOR INCLUDIBLE CORPS 0
3 INCOME (L0OSS} FROM U.S. PARTNERSHIPS 0
10 INCOME (LOSS) FROM FGN PARTNERSHIPS 0
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES 0
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS 0
13 INTEREST INCOME o
14 TOTAL ACCRUAL TOQ CASH ADJUSTMENT o
15 HEDGING TRANSACTIONS 0
16 MARK-TO-MARKET INCOME (LOSS) Y
17 COST OF GOODS SOLD 0
18 SALES VERSUS LEASE ]
19 SECTION 481(A) ADJUSTMENTS 0
20 UNEARNWED/DEFERRED REVENUE 0
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS 0
22  ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT 0
23A INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES (123,047)
B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU 123,047
C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU 0
D GAIN/LOSS REPORTED ON FORM 4797 LINE 17,
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK 0
E ABANDONMENT LOSSES 0
F WORTHLESS STOCK LOSSES 0
G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER
THAN INVENTORY 0
24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED 0
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES {3,802,675)
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25 {3,802, 673)
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (95,006, 612)
29a 1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28 (98,809,287)
30 RECONCILIATION TOTALS. ADD LINES 2%A THRU 29C (98,809,287)

COL C ~ PERMANENT DIFFERENCE

INCOME (LOSS) FROM EQUITY METHOD FGN CORPS
GROSS FGN DIVIDENDS NOT PREVIOUS TAXED
SUBPART F, QEF AND SIMILAR INCOME INCLUSIONS
SECTION 78 GROSS-UP

GROSS FGN DISTRIBUTICNS PREVIOUSLY TAXED
INCOME (LOSS) FROM EQUITY METHOD U.S. CORPS

[o ) TR, BERN VU R S I
o O O o O O

Page 17 Set [1/1]
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200% FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation

41-0462685
Year: 2008
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL 0
8 MINORITY INTEREST FOR INCLUDIBLE CORPS 0
9 INCOME (LDSS) FROM U.S. PARTNERSHIPS 0
10 INCOME (LOSS) FROM FGN PARTNERSHIPS 0
11 INCOME (LOSS) FROM OTHER PASS—-THRU ENTITIES 0
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS 0
13 INTEREST INCOME (9,038)
14 TOTAL ACCRUAL TCO CASH ADJUSTMENT 0
15 HEDGING TRANSACTIONS 0
16 MARKE-TO-MARKET INCOME (LOSS) 0
17 COST OF GOODS SOLD 0
18 SALES VERSUS LEASE ¢
19 SECTION 481(A) ADJUSTMENTS 0
20 UNEARNED/DEFERRED REVENUE 0
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS ¢
22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT ¢
23A INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES 0
B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU
¢ GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU
D GAIN/LOSS REPORTED ON FORM 4797, LINE 17
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK 0
E ABANDONMENT LOSSES 1]
F WORTHLESS STOCK LOSSES ' 1]
G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER
THAN INVENTORY 0
24 CAPITAL TLOSS LIMITATION AND CARRYFORWARD USED 0
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES 9,000
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25 (36)
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (3,793,534)
29A 1120 SUBGROUP RECON TOTAL. ADD LINES 26 THRU 28 (3,793,570)
30 RECONCILIATION TOTALS. ADD LINES 293 THRU 2%C (3,793,570)
COL D -~ INCOME (LOSS) PER TAX RETURN
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED 0
3 SUBPART F, QEF AND STIMILAR INCCOME INCLUSICNS 0
4 SECTION 78 GROSS-UP o
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL 0
9 INCOME (LOSS) FROM U.S. PARTNERSHIPS 0
10 INCOME (LOSS) FROM FGN PARTNERSEIPS ¢
i1 INCOME (LOSS) FROM OTHER PASS~THRU ENTITIES 0
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS 0
13 INTEREST INCOME 2,606,037
14 TOTAL ACCRUAL TO CASH ADJUSTMENT 0
15 HEDGING TRANSACTIONS 0
16 MARK-TO-MARKET INCCOME (LOSS) 0
17 COST OF GOODS SOLD 0
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2004 FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporaticn

41-0462685

Year: 2008

18 SALES VERSUS LEASE 0
1% SECTION 481(A) ADJUSTMENTS 0
20 UNEARNED/DEFERRED REVENUE 0
21 INCOME RECGGNITION FROM LONG-TERM CONTRACTS [
22 QRIGINAL TSSUE DISCOUNT AND OTHER IMPUTED INT 0
23B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU 123,047

C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU
D GATN/LOSS REPORTED ON FORM 4797, LINE 17
EXCL FLOW THRU, ABNDWMT LOSSES & WORTHLESS STK 0
E ABANDONMENT LOSSES
F WORTHLESS STOCK LOSSES
G OTHER GATH/LOSS ON DISPOSITION OF ASSETS CTHER

THAN THNVENTORY 0
24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED 0
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES 384,929,231
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25 387,658,315
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (253, 345,164)
28 OTHER INC {L0OS3) EXP (DED) ITEMS WITH NO DIEF (214,784,963)
29A 1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28 (80,471,812)
30 RECONCILIATION TOTALS. ADD LINES 29A THRU 29C (80,471,812)
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200% FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation
41~0462685
Year: 2008
PART T1T RECON OF KET INCOME (LOSS) PER INCOME STMT

OF INCLUDIBLE CORPS WITH TAXABLE INC PER RTN
- EXPENSE/DEDUCTION ITENMS

COL A - EXPENSE PER INCOME STATEMENT

1 U.S. CURRENT INCOME TAX EXPENSE 0
2 U.S. DEFERRED INCOME TAX EXPENSE ¢
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
6 FOREIGN DEFERRED INCOME TAX EXPENSE 0
7 FOREIGN WITHHOLDING TAXES 0
§ INTEREST EXPENSE 20,675,130
9 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT 4,063,332
12 FINES AND PENALTIES 0
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS 0
14 FEXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162(M) COMPENSATION 0
16 PENSTON AND PROFIT SHARING 7,720,536
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 721, 945
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION QR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPATRMENT QF GOODWILL 0
27 AMORT OF ACQUISITION, RECRG AND START-UP COSTS 0
28 OTHER AMORTIZATICN COR IMPATRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 30,306,036
32 BAD DEBT EXPENSE 1,023,529
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 235,481
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 89,799,029
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 154,545,018
COL B - TEMPORARY DIFFERENCE
1 U.S. CURRENT TNCOME TAX EXPENSE 0
2 U.S. DEFERRED INCOME TAX EXPENSE 0
3 STATE AND LOCAL CURRENT INCCME TAX EXPENSE 0
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
6 TFORFRIGN DEFERRED INCCME TAX EXPENSE 0

Page 20 set [1/1]
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200¢ FEDERAL FORM 1120 TAX RETURN
Otter Tail Corperation

41-0462685
Year: 2008
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 1,974,778
8 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTATNMENT 0
12 FINES AND PENALTIES ]
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS 0
14 EXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING 745,841
17 OTEER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
1% CHARITABLE CONTRIBUTION OF CASH AND TANG PROP (721, 945)
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
21 CHARITABLE CONTRIBUTION LIMITATICN/CARRYFORWARD 0
22 DOMESTIC PROUDUCTION ACTIVITIES DEDUCTION 0
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CUBR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT CF GOODWILL 0
27 AMORT QF ACQUISITION, RECRG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEBRECIATION 100,759,829
32 BAD DEBT EXPENSE (111, 028)
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES {7,640,865)
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 95,006, 612
COL C — PERMANENT DIFFERENCE
1 U.S. CURRENT INCOME TAX EXPENSE 0
2 U.S. DEFERRED INCOME TAX EXPENSE a
3  STATE AND LOCAL CURRENT INCOME TAY EXPENSE 0
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE G
5 FOREIGN CURRENT INCOME TAX EXPENSE c
& FOREIGN DEFERRED INCOME TAX EXPENSE 0
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 0
2 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT (130,870}
12 FINES AND PENALTIES o]
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS ¢
14 EXCESS PRRACHUTE PAYMENTS G
15 FXCESS SECTION 162 (M) COMPENSATION 0

Page 21 set [1/1]
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200§ FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation '

41-0462685
Year: 2008 . .
16 PENSION AND PROFIT SHARING ' 1,621,278
17 OTHER POST-RETIREMENT BENEFITS ‘ 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 1]
20 CHARITRBLE CONTRIBUTION OF INTANGIBLE PROFERTY 0
21 CHARITABLE CONTRIBUTTON LIMITATION/CARRYFORWARD 0
22 DCMESTIC PRODUCTION ACTIVITIES DEDUCTION 0
23 CURR YR ACQUISITION OR REORG INVEST BANXING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REQRG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REQRG AND START-UP COSTS 0
28 OTHER AMORTIZATION CR IMPAIRMENT WRITE-QFFS 0
2% SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION Q
31 DEPRECIATION a
32 BAD DEBT EXPENSE Q
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 4]
35 QTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 2,303,126
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 3,793,534
COL D - DEDUCTION PER TAX RETURN .
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE . 0
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 22,649,908
9 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT 3,932,462
12 FINES AND PENALTIES 0
13 JUDGMENTS, DBMAGES, AWARDS AND SIMILAR COSTS 0
14 EXCESS PARACHUTE PAYMENTS 0
15 FEXCESS SECTION 162{M) COMPENSATION 0
16 PENSION AND PROFIT SHARING 10,087,655
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 0
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
21 CHARITABLE CONTRIBUTION LIMITATION 0
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 0
23 CURR YR ACQUISITION OR REQRG INVEST BANKING FEES ]
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/RECRG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OQFFS 0
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2009 FEDERAL FORM 1120 TAX RETURN
Otter Tail Cerporation

41-0462685

Year: 2008

29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS o
30 DEPLETION 0
31 DEPRECIATION 131,065,865
32 BAD DERT EXPENSE 912,503
33 CORPORATE OWNED LIFE TNSURANCE PREMIUMS o
34 PURCHASE VERSUS LEASE 235,481
35 OTHER EXPRENSE/DEDUCTION ITEMS WITH DIFFERENCES 84,461,290
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 253,345,164
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ZOOQ FEDERAL FORM 1120 TAX RETURN

Otter Tail Corpecration

41-0462685
Year: 2008
SCHEDULE M-3 SUPPORTING SCHEDULES
STMT 18 - SCH M-3, PART II, LINE 25
OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
COLUMN A:

LINE 25: OTHER INCOME (LOSS} ITEMS WITH DIFFERENCES
GROSS SALES
MISCELLANEQUS OTHER INCOME

374,129,431
14,593,475

TOTAL

388,722,906

COLUMN B!
LINE 25: OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
GROSS SATES
MISCELLANEGUS OTHER INCOME
GAIN ON ADR, ACRS, MACRS PRCPERTY
OTHBER SCHEDULE XK INCCOME

(4,298, 334)
(89)
665,162
(169,414)

TOTAL

{3,802,8675)

COLUMN C:
LINE 25: OTHER INCOME {(LOSS) ITEMS WITH DIFFERENCES

Fed Empowerment Zone Tax Credit 9,000

COLUNMN D:

TOTAL OF COLUMNS A, B AND C
GROSS SABLES 369,831,097
MISCELLANEQUS OTHER INCCOME 14,593,386
GAIN ON ADR, ACRS, MACRS PROPERTY 665,162
Fed Empowerment Zone Tax Credit 9,000
OTHER SCHEDULE K INCOME {169,414)

TOTAL 384,929,231
STATEMENT 19 -~ SCH M-3, PART XIII, LINE 35
OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES

COLUMN A:

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
SALARTES & WAGES 37,361,575
MISCELLANEOUS REPAIRS 27,944,300
FEDERAL INCCME TAXES 9,730,427
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Otter Tail Corporation

200? FEDERAL FORM 1120 TAX RETURN

41-0462685

Year: 2008
STATE TAXES BASED CON INCOME (3,2046,254)
EMPLOYEE BENEFIT PROGRAMS 5,033,299
LOBBYING EXPENSE - WOMNDEDUCTIBLE 57,501
SCHEDULE K-1 LOSS 393,126
INSURANCE 2,834,273
MISCELLANEQUS DEDUCTIONWS 9,650,674
PENALTIES 108
TOTAL 89,799,025

COLUMN B:

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
OTHER EXPENSE/DED ITEMS WITH DIFFERENCES

SALARIES & WAGES {88,000}
MISCELLANEQUS REPAIRS 876,598
FEDERAL INCCME TAXES {9,730,427)
STATE TAXES BASED ON INCOME 3,288,565
EMPLOYEE BENEFIT PROGRAMS {3,122,510}
CUSTOMER RELATED EXPENSES (120,861}
PROPERTY REMCVAL COSTS 1,750,194
SCHEDULE K-1 LOSS (5,995)
R &D 1,439,975
INSURANCE 29,407
MISCELLANEOUS DEDUCTIONS 513,648
CIP Expenses (recoverable) {215,582)
A&G (Book Expense; Tax Capitalize) (2,255,875)
TOTAL (7,640,865)
COLUMN C:
LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
EMPLOYEE BENEFIT PROGRAMS 997,256
LOBBYING EXPENSE - NOWDEDUCTIBLE (57,501
MISCELLANEQUS DEDUCTIONS 1,363,479
PENALTIES (108)
TOTAL 2,303,126
COLUMN D:

TOTAL OF COLUMNS A, B AND C
SALARIES & WAGES
MISCELLANEQOUS REPAIRS
STATE TAXES BASED OM INCOME
EMPLCOYEE BENEFIT PROGRAMS
CUSTCHMER RELATED EXPENSES

Page 25 Set [1/1)
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28,820,898
82,311
2,908,045
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2009 FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation

41-0462685
Year: 2008
PROPERTY REMOVAL COSTS 1,750,184
SCHEDULE K-1 L0OSS 387,131
R &D 1,439,975
INSURANCE 2,863,680
MISCELLANEQUS DEDUCTIONS 11,527,799
CIP Expenses (recoverable) (215,582)
R&G (Book Expense; Tax Capitalize) (2,255,875)
TOTAL 84,461,290
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Schedule M-3 (Form 1120) 2007 Page 2
Name of corporation (common parent, if consolidated return) Employer identification number
Otter Tail Corporation 41-0462685

Check applicable box(es): (1) Consolidated group (2) Parent corp (3) D Consolidated eliminations (4) D Subsidiary corp(5) E] Mixed 1120/L/PC group
Check if a sub-consolidated: (6) 1120 graup  (7) 1120 eliminations
Name of subsidiary (if consolidated return) Employer Identification number

Reconciliation of Net Income (Loss) per Income Statement of Includible Corporations With

Taxable Income per Return (see instructions)

(@ (b) (¢ (d)
Income (Loss) ltems Income (Loss) per Temporary Permanent Income (Loss) per
(Attach schedules for lines 1 through 8) Income Statement Difference Difference Tax Return
1 Income (loss) from equity method foreign corporations 0 0 0
2 Gross foreign dividends not previously taxed 0 0
3 Subpart F, QEF, and similar income inclusions 0 0
4 Seclion78gross-up , . . . . .. ... ....... 0 0
5 Gross foreign distributions previously taxed 0 0 0
6 Income (loss) from equity method U.S. corporations | 0 0 0
7 U.S. dividends not eliminated in tax consolidation 0 0 0
8 Minority interest for includible corporations | | | | 0 0 0
9 Income (loss) from U.S. partnerships (attach schedule) 0 0 0
10 Income (loss) from foreign partnerships (attach schedule) 0 0 0 0
11 Income (loss) from other pass-through entities
(attach schedule) . . . . . . ... ... .. ..., 0 0 0 0
12 Items relating to reportable transactions (attach details) 0 0 0 0
13 Interest income (attach Form 8916-A) . , . , . ., 10,504,054 0 -22,878 10,481,176
14 Total accrual to cash adjustment ., . . . . .. . . 0 0 0 0
15 Hedging transactions . . . . .. ... ... ... 0 0 0 0
16 Mark-to-market income (loss} . . . . . . ... .. 0 0 0 0
17 Cost of goods sold (attach Form 8916-A) . . . . . . ( 0) 0 0 0 )
18 Sale versus lease (for sellers and/or lessors) |, | | | Y 0 0 0
19 Section 481(a) adjustments 0 0 0
20 Unearned/deferred revenue . . . . . . ... ... 0 0 0 0
21 Income recognition from long-term contracts 0 0 0 0
22 Original issue discount and other imputed interest 0 0 0 0
23a Income statement gain/loss on sale, exchange,
abandonment, worthlessness, or other disposition of
assets other than inventory and pass-through entities -125,866 0
b Gross capital gains from Schedule D, excluding
amounts from pass-through entities . . . . , . . . . 125,866 0 125,866
¢ Gross capital losses from Schedule D, excluding
amounts from pass-through entities, abandonment
losses, and worthless stock losses |, | . . .. .. 0 0 0
d Net gain/loss reported on Form 4797, line 17,
excluding amounts from pass-through entities,
abandonment losses, and worthless stock losses 0 0 0
e Abandonmentlosses . . . . .. ... .. ..., 0 0 0
f Worthless stock losses (attach details) . . . . . . . 0 0 0
g Other gain/loss on disposition of assets other than inventory 0 0 0
24 Capital loss limitation and carryforward used 0 0 0
25 Otherincome {loss)items with differences (attach schedule) g 323: 742, 543 -1 ,908, 595 9,000 321 p842;948 STMT 19
26 Total Income (loss) items. Combine lines 1 through 25 334,372,463 -1,908,595 -13,878 332,449,990
27 Total expense/deduction items (from Part I}, line 36) -139,507,542 11,244,426 -7,005,940 -135,269,056
28 Other items with no differences ., . . . . . .. ... -174,115,597 -174,115,597
29a Mixed groups, see instructions. All others, add
lines 26 through 28 . . . . . .+ 20,749,324 9,335,831 -7,019,818 23,065,337
b PC insurance subgroup reconciliation totals | . , | 0 0 0 0
¢ Life insurance subgroup reconciliation totals . . , | 0 0 0 0
30 Reconclliation totals. Combine lines 29a through 29¢ 20,749,324 9,335,831 -7,019,818 23,065,337

Note. Line 30, column (&), must equal the amount on Part |, line 11, and column (d) must equal Form 1120, page 1, line 28.
F7.00.01 US20M3P2 Schedule M-3 (Form 1120) 2007
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Schedule M-3 (Form 1120) 2007 Page 3
Name of corporation (common parent, if consolidated return) Employer Identification number
Otter Tail Corporation 41-0462685

Check applicable box{es): {1) Consolidated group (? Parent corp (3) D Consolidated eliminations (4) D Subsidiary corp (5) I____I Mixed 1120/L/PC group

Check if a sub~consolidated: (6) 1120 group (7) 1120 eliminations
Name of subsidiary (if consolidated return) Employer identification number

Bt Reconciliation of Net Income (Loss) per Income Statement of Includible Corporations With

T le Incom nse/Deduction ltems (see instructions)
(@ () o (c) . o (C:i) o
Expansa/Beduction toms Incoree Statoment | Difierenca Difference Tax Return
1 U.S. currentincome tax expense |, . , . . ., ... 0 0 0
2 U.S. deferred income tax expense |, | . . .. . .. 0 0 0
3 State and local current income tax expense 0 0 0
4 State and local deferred income tax expense 0 0 0
5 Foreign current income tax expense (other than
foreign withholding taxes) . . . . . . . . . . . .. 0 0 0
6 Foreign deferred income tax expense . . . . . . . 0 Y 0
7 Foreign withholdingtaxes . . . . . .. ... .. 0 0 0
8 Interest expense (attach Form 8916-A) . . . . . . 20,209,330 542,839 0 20,752,169
9 Stock optionexpense . . .. . ... ... ... 0 0 0 0
10 Other equity-based compensation , |, . . . . . . 0 0 0 0
11 Meals and entertainment _ . . . . . ... ... 4,013,855 Y -173,400 3,840,455
12 Finesand penalties . , . . . . . .. . ... ... 0 0 o 0
13 Judgments, damages, awards, and similar costs | | 0 0 0 0
14 Parachute payments | . . . . . . . . . .\ ... 0 0 0 0
15 Compensation with section 162(m) limitation | , |, | Y Y 0 0
16 Pernsion and proﬁ{-sha;ing _____________ 9,263,464 '7,162,989 1 ,621 ,825 3,722,300
17 Ofther post-retirement benefits . . . . . . . . . 0 0 0 0
18 Deferred compensation . . . . . ... ... .. 0 0 0 0
19 Charitable contribution of cash and tangible
property . . . ... e 687,262 0 0 687,262
20 Charitable contribution of intangible property | . | 0 0 Y 0
21 Charitable contribution limitation/carryforward 0 Y 0
22 Domestic production activities deduction |, | | Y 508,733 508,733
23 Current year acquisition or reorganization
investment bankingfees . ., .., ... .. .. Y Y 0 0
24 Current year acquisition or reorganization legal and
accountingfees . . . . .. ... ... ... ... 0 0 0 0
25 Current year acquisition/reorganization other costs | 0 0 0 0
26 Amortization/impairment of goodwill . . . . ., 0 0 0 0
27 Amortization of acquisition, reorganization, and
start-up costs | L L 0 0 Y 0
28 Other amortization or impairment write-offs | _ | . 0 0 0 0
29 Section 198 environmental remediation costs 0 0 0 0
30 Depletion . . . . ... ............... 0 g g g
31 Depreciation . . . . . . .. .. 24,646,032 2,682,696 0 27,328,728
32 Bad debtexpense . . . . .. . ... ... .... o -23,198 0 -23,198
33 Corporate owned life insurance premiums |, . . | 0 0 0 0
34 Purchase versus lease (for purchasers and/or
1BSSEES) i ;o uosoaon o v e w E R EETE G s R B 0 0 0 0
35 Other expense/deduction items with differences
(attach schedule) . . . . STATEMENT 18 80,687,599 -7,283,774 5,048,782 78,452,607
36 Total expense/deduction Items. Combine lines 1
through 35. Enter here and on Part Il line27 . . . . 139,507,542 -11,2644,426 7,005,940 135,269,056

Schedule M-3 (Form 1120) 2007

F7.00,01 US20M3P3
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2007 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation
Year: 2007

41-0462685
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* SCHEDULE M-3

*

khkkhhkhkhkkkhkkkhkhkhkhkhkkhkkhkhkkhkkhkkkhkkhkhhhkkkkhkhhkkkkhkkhkhkhkkkhkhkkkkkk*k

PART I FINANCIAL INFO AND NET INCOME (LOSS) RECON

4 WORLDWIDE CONSOL NET INC IDENTIFIED IN PT 1 LN 1
5A NET INCOME FROM NONINCLUDIBLE FOREIGN ENTITIES

B NET LOSS FROM NONINCLUDIBLE FOREIGN ENTITIES

6A NET INCOME FROM NONINCLUDIBLE U.S. ENTITIES

B NET LOSS FROM NONINCLUDIBLE U.S. ENTITIES

7A NET INC(LOSS) OF OTHER INCL DISREGARDED ENTITIES

B NET INC(LOSS) OF OTHER INCLUDIBLE CORPORATIONS

8 ADJ TO ELIM TRANS BTWN INCLDBL & NONINCLDBL ENT
9 ADJ TO RECON INCOME STMT YR TO TAX YR OF TAX RTN
10A INTERCOMPANY DIV ADJ TO RECONCILE TO LINE 11

B OTHER STATUTORY ACCOUNTING ADJ TO RECON TO LN 11

C OTHER ADJ TO RECONCILE TO AMOUNT ON LINE 11

11 NET INCOME PER INCOME STMT OF INCLUDIBLE CORPS

PART II RECON OF NET INCOME (LOSS) PER INCOME STMT
OF INCLUDIBLE CORPS WITH TAXABLE INC PER RTN

COL A - INCOME (LOSS) PER INCOME STATEMENT
1 INCOME (LOSS) FROM EQUITY METHOD FGN CORPS
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED
5 GROSS FGN DISTRIBUTIONS PREVIOUSLY TAXED
6 INCOME (LOSS) FROM EQUITY METHOD U.S. CORPS
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL
8 MINORITY INTEREST FOR INCLUDIBLE CORPS
9 INCOME (LOSS) FROM U.S. PARTNERSHIPS
10 INCOME (LOSS) FROM FGN PARTNERSHIPS
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS
13 INTEREST INCOME
14 TOTAL ACCRUAL TO CASH ADJUSTMENT
15 HEDGING TRANSACTIONS
16 MARK-TO-MARKET INCOME (LOSS) NOT FROM INVENTORY
17 COST OF GOODS SOLD
18 SALES VERSUS LEASE
20 UNEARNED/DEFERRED REVENUE
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS
22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT
23A INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES

26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 26
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36
28 OTHER INC (LOSS) EXP (DED) ITEMS WITH NO DIFF

29A 1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28

OO OO OO OOOOOO

(@]

10,504,05

[eNoNoNoNeoNoNoNaol' NoNoNoNoNoNoNoNoNoNe]

125,866
323,742,543

334,372,463
(139,507,542)
(174,115,597)

20,749,324
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2007 FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation 41-0462685
Year: 2007

30 RECONCILIATION TOTALS. ADD LINES 29A THRU 29C 20,749,324



2007 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation

Year: 2007
COL B - TEMPORARY DIFFERENCE
1 INCOME (LOSS) FROM EQUITY METHOD FGN CORPS
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED
3 SURPART F, QEF AND SIMILAR INCOME INCLUSIONS
4 SECTION 78 GROSS-UP
5 GROSS FGN DISTRIBUTIONS PREVIOUSLY TAXED
6 INCOME (LOSS) FROM EQUITY METHOD U.S. CORPS
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL
8 MINORITY INTEREST FOR INCLUDIBLE CORPS
9 INCOME (LOSS) FROM U.S. PARTNERSHIPS
10 INCOME (LOSS) FROM FGN PARTNERSHIPS
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES
12 TITEMS RELATING TO REPORTABLE TRANSACTIONS
13 INTEREST INCOME
14 TOTAL ACCRUAL TO CASH ADJUSTMENT
15 HEDGING TRANSACTIONS
16 MARK-TO-MARKET INCOME (LOSS) NOT FROM INVENTORY
17 COST OF GOODS SOLD
18 SALES VERSUS LEASE
19 SECTION 481 (A) ADJUSTMENTS
20 UNEARNED/DEFERRED REVENUE
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS
22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT
23A INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES
B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU
C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU
D GAIN/LOSS REPORTED ON FORM 4797 LINE 17,
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK
E ABANDONMENT LOSSES
F WORTHLESS STOCK LOSSES
G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER
THAN INVENTORY
24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36
29A 1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28
30 RECONCILIATION TOTALS. ADD LINES 29A THRU 29C
COL C - PERMANENT DIFFERENCE
1 INCOME (LOSS) FROM EQUITY METHOD FGN CORPS
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED
3 SUBPART F, QEF AND SIMILAR INCOME INCLUSIONS
4 SECTION 78 GROSS-UP
5 GROSS FGN DISTRIBUTIONS PREVIOUSLY TAXED
6 INCOME (LOSS) FROM EQUITY METHOD U.S. CORPS
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL
8 MINORITY INTEREST FOR INCLUDIBLE CORPS
9 INCOME (LOSS) FROM U.S. PARTNERSHIPS
10 INCOME (LOSS) FROM FGN PARTNERSHIPS
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS

41-0462685
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(125,866)
125,866
0

0
0
0

0
0
(1,908,595)

(1,908,595)
11,244,426

9,335,831

9,335,831
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2007 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation 41-0462685
Year: 2007
13 INTEREST INCOME (22,878)
14 TOTAL ACCRUAL TO CASH ADJUSTMENT 0
15 HEDGING TRANSACTIONS 0
16 MARK-TO-MARKET INCOME (LOSS) NOT FROM INVENTORY 0
17 COST OF GOODS SOLD 0
18 SALES VERSUS LEASE 0
19 SECTION 481(A) ADJUSTMENTS 0
20 UNEARNED/DEFERRED REVENUE 0
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS 0
22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT 0
23A INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES 0
B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU 0
C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU 0
D GAIN/LOSS REPORTED ON FORM 4797, LINE 17
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK 0
E ABANDONMENT LOSSES 0
F WORTHLESS STOCK LOSSES 0
G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER
THAN INVENTORY 0
24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED 0
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES 9,000
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25 (13,878)
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (7,005,940)
29A 1120 SUBGROUP RECON TOTAL. ADD LINES 26 THRU 28 (7,019,818)
30 RECONCILIATION TOTALS. ADD LINES 29A THRU 29C (7,019,818)
COL D - INCOME (LOSS) PER TAX RETURN
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED 0
3 SUBPART F, QEF AND SIMILAR INCOME INCLUSIONS 0
4 SECTION 78 GROSS-UP 0
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL 0
9 INCOME (LOSS) FROM U.S. PARTNERSHIPS 0
10 INCOME (LOSS) FROM FGN PARTNERSHIPS 0
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES 0
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS 0
13 INTEREST INCOME 10,481,176
14 TOTAL ACCRUAL TO CASH ADJUSTMENT 0
15 HEDGING TRANSACTIONS 0
16 MARK-TO-MARKET INCOME (LOSS) NOT FROM INVENTORY 0
17 COST OF GOODS SOLD 0
18 SALES VERSUS LEASE 0
19 SECTION 481 (A) ADJUSTMENTS 0
20 UNEARNED/DEFERRED REVENUE 0
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS 0
22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT 0
23B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU 125,866
C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU 0

D GAIN/LOSS REPORTED ON FORM 4797, LINE 17
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK
E ABANDONMENT LOSSES
F WORTHLESS STOCK LOSSES
G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER

[eNeoNe)
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2007 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation 41-0462685
Year: 2007

THAN INVENTORY 0
24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED 0
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES 321,842,948
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25 332,449,990
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (135,269,056)
28 OTHER INC (LOSS) EXP (DED) ITEMS WITH NO DIFF (174,115,597)
29A 1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28 23,065,337

30 RECONCILIATION TOTALS. ADD LINES 25A THRU 29C 23,065,337



2007 FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation 41-0462685
Year: 2007

PART III RECON OF NET INCOME (LOSS) PER INCOME STMT
OF INCLUDIBLE CORPS WITH TAXABLE INC PER RTN
- EXPENSE/DEDUCTION ITEMS

COL A - EXPENSE PER INCOME STATEMENT

Schedule K-1
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1 U.S. CURRENT INCOME TAX EXPENSE 0
2 U.S. DEFERRED INCOME TAX EXPENSE 0
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
6 FOREIGN DEFERRED INCOME TAX EXPENSE 0
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 20,209,330
9 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT 4,013,855
12 FINES AND PENALTIES 0
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS 0
14 EXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING 9,263,464
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 687,262
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPATIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 24,646,032
32 BAD DEBT EXPENSE 0
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 80,687,599
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 139,507,542

=

OL B - TEMPORARY DIFFERENCE
1 U.S. CURRENT INCOME TAX EXPENSE
2 U.S. DEFERRED INCOME TAX EXPENSE
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE
5 FOREIGN CURRENT INCOME TAX EXPENSE
6 FOREIGN DEFERRED INCOME TAX EXPENSE

7 FOREIGN WITHHOLDING TAXES

8 INTEREST EXPENSE

9 STOCK OPTION EXPENSE
10 OTHER EQUITY-BASED COMPENSATION
11 MEALS AND ENTERTAINMENT
12 FINES AND PENALTIES
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS
14 EXCESS PARACHUTE PAYMENTS

542,83

OO OO OODWOOOOOOOo
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2007 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation 41-0462685
Year: 2007
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING (7,162,989)
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 0
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
21 CHARITABLE CONTRIBUTION LIMITATION/CARRYFORWARD 0
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 0
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 2,682,696
32 BAD DEBT EXPENSE (23,198)
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES (7,283,774)
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) (11,244,426)
COL C - PERMANENT DIFFERENCE
1 U.S. CURRENT INCOME TAX EXPENSE 0
2 U.S. DEFERRED INCOME TAX EXPENSE 0
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
6 FOREIGN DEFERRED INCOME TAX EXPENSE 0
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 0
9 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT (173,400)
12 FINES AND PENALTIES 0
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS 0
14 EXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING 1,621,825

17 OTHER POST-RETIREMENT BENEFITS

18 DEFERRED COMPENSATION

19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP

20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY
21 CHARITABLE CONTRIBUTION LIMITATION/CARRYFORWARD
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 508,73
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES
25 CURR YR ACQUISITION/REORG OTHER COSTS

26 AMORTIZATION/IMPAIRMENT OF GOODWILL

27 AMORT OF ACQUISITION, REORG AND START-UP COSTS
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS

29 SECTION 158 ENVIRONMENTAL REMEDIATION COSTS

30 DEPLETION

31 DEPRECIATION

OO0 O OCOO0OOOOWOOOOO
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2007 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation 41-0462685
Year: 2007
32 BAD DEBT EXPENSE 0
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 5,048,782
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 7,005,940
COL D - DEDUCTION PER TAX RETURN
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 20,752,169
9 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT 3,840,455
12 FINES AND PENALTIES 0
13 JUDGMENTS, DAMAGES, AWARDS AND SIMILAR COSTS 0
14 EXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING 3,722,300
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 687,262
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
21 CHARITABLE CONTRIBUTION LIMITATION 0
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 508,733
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 27,328,728
32 BAD DEBT EXPENSE (23,198)
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 78,452,607

36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 135,269,056
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2007 FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation 41-0462685
Year: 2007

SCHEDULE M-3 SUPPORTING SCHEDULES

STMT 19 - SCH M-3, PART II, LINE 25
OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
COLUMN A:
LINE 25: OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
GROSS SALES 315,640,112
MISCELLANEOUS OTHER INCOME 8,102,431
TOTAL 323,742,543
COLUMN B:
LINE 25: OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
GROSS SALES (428,693)
MISCELLANEOUS OTHER INCOME (118)
GAIN ON ADR, ACRS, MACRS PROPERTY (1,479,784)
TOTAL (1,908,595)
COLUMN C:
LINE 25: OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
Fed Empowerment Zone Tax Credit 9,000
COLUMN D:
TOTAL OF COLUMNS A, B AND C 321,842,948
STATEMENT 18 - SCH M-3, PART III, LINE 35
OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES
COLUMN A:
LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
SALARIES & WAGES 33,595,894
MISCELLANEOUS REPAIRS 25,602,021
FEDERAL INCOME TAXES 10,662,039
STATE TAXES BASED ON INCOME (740,561)
EMPLOYEE BENEFIT PROGRAMS 2,823,937
LOBBYING EXPENSE - NONDEDUCTIBLE 216,448
SCHEDULE K-1 LOSS 353,301
MISCELLANEOUS DEDUCTIONS 8,174,520
TOTAL 80,687,599

COLUMN B:



2007 FEDERAL FORM 1120 TAX
Otter Tail Corporation
Year: 2007

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
SALARTIES & WAGES
MISCELLANEOUS REPAIRS
FEDERAL INCOME TAXES
STATE TAXES BASED ON INCOME
EMPLOYEE BENEFIT PROGRAMS
CUSTOMER RELATED EXPENSES
PROPERTY REMOVAL COSTS
SCHEDULE K-1 LOSS
R &D
MISCELLANEOUS DEDUCTIONS
CIP Expenses (recoverable)
A&G (Book Expense; Tax Capitalize)

TOTAL

COLUMN C:

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
EMPLOYEE BENEFIT PROGRAMS
LOBBYING EXPENSE - NONDEDUCTIBLE
MISCELLANEOUS DEDUCTIONS

TOTAL

COLUMN D:
TOTAL OF COLUMNS A, B AND C

Schedule K-1
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RETURN
41-0462685

8,000
504,232
(10,512,101)
1,217,682
(2,368,783)
(53,357)
3,949,203
34,131
1,618,709
1,038,664
(544,894)
(2,175,260)

(7,283,774)

1,054,510
(216,448)
4,210,720

5,048,782

78,452,607




Schedule K-1

Schedule M-3 (Form 1120) 2006 Page 410152 b, 16 2
Name of corporation (common parent, if consolidated return) Employer identification number
Otter Tail Corporation 41-0462685

Check applicable box(es): [1)' |Con5mrdated group [2}' IF‘arant corp (3) lCnnsuiiﬁated eliminations [4)' | Subsidiary corp(S)l |Mixed 1120/L/PC group
Check if a sub-consolidated: (6) I | 1120 group  (7) 1120 eliminations
Name of subsidiary (if consolidated return) Employer ldentification number

; Reconciliation of Net Income (Loss) per Income Statement of Includible Corporations With
Taxable Income per Return (see instructions)

(@) (b) (c) C)]
Income (Loss) items Income (Loss) per Temporary Permanent Income (Loss) per
Attach schedules for lines 1 through 8 Income Statement Difference Difference Tax Return

Income (loss) from equity method foreign corporations 0
Gross foreign dividends not previously taxed
Subpart F, QEF, and similar income inclusions
Section 78 gross-up
Gross foreign distributions previously taxed . | . | .
Income (loss) from equity method U.S. corporations |, |
U.S. dividends not eliminated in tax consolidation
Minority interest for includible corporations | | | . | .
Income (loss) from U.S. partnerships (attach schedule)
Income (loss) from foreign partnerships (attach schedule)
Income (loss) from other pass-through entities
(attachschedule) , . .. ............... 0
12 Items relating to reportable transactions (attach details) 0
19 INMSPOSRINEOMA! oo ¢ o o e 5 % oo & 8 ¥ 10,072,784
14 Total accrual to cash adjustment . . . . .. 0
15 Hedging transactions . . . . .. ... .. ....
16 Mark-to-marketincome (loss}) . . . . ... .. ..
17 Cost of goods sold (attach Form 8916-A) . . . . . . .
18 Sale versus lease (for sellers and/or lessors)
19 Section 481(a) adjustments
20 Unearned/deferred revenue 0

21 Income recognition from long-term contracts |, | . . 0

22 Original issue discount and other imputed interest | | 0

23a Income statement gain/loss on sale, exchange,
abandonment, worthlessness, or other disposition of
assets other than inventory and pass-through entities

b Gross capital gains from Schedule D, excluding

W e N R W N =
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-248,552

amounts from pass-through entities . . . . . . .. .. 248,552 0 248,552
¢ Gross capital losses from Schedule D, excluding
amounts from pass-through entities, abandonment
losses, and worthless stock losses |, , . . . . . . ..
d Net gain/loss reported on Form 4797, line 17, excluding
amounts from pass-through entities, abandonment
losses, and worthless stock losses
e Abandonmentlosses . . . . ... . ... .....
f Worthless stock losses (attach details)
g Other gain/loss on disposition of assets other than inventory
24 Capital loss limitation and carryforward used |, | |, |
25 Otherincome (loss)items with differences {attach schedule) , | 304,015,331 3,799,067 3,300,526 311,114,924 STMT 16
26 Total Income (loss) items. Combine lines 1 through 25 314,336,667 3,799,067 3,287,109 321,422,843
27 Total expense/deduction items (from Part lil, line 386) -140,411,546 15,742,431 -5,261,941 -129,931,056
28 Other items with no differences . . ., . .. .. -150,754,084 -150,754,084
29a 1120 subgroup reconciliation totals. Add lines 26 through 28 | 23,171,037 19,541,498 -1,974,832 40,737,703
b PC insurance subgroup reconciliation totals ~ , , . ., . 0 0 0 0

¢ Life insurance subgroup reconciliation totals 0 0 0 0

30 Reconclllation totals. Combine lines 29a through 29¢ 23,171,037 19,541,498 -1,974,832 40,737,703
Note. Line 30, column (a), must equal the amount on Part |, line 11, and column (d) must equal Form 1120, page 1, line 28.
Schedule M-3 (Form 1120) 2006
F6.00.01 US20M3P2
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Schedule M-3 (Form 1120) 2006

Schedule K-1
Page 42 of 52

Page 3

Name of corporation (common parent, if consolidated return)

Otter Tail Corporation

41-0462685

Employer Identification number

Check applicable box{es): ('l) | ! Consolidated group (2)' | Parent corp (3] | | Consolidated eliminations (4)' |Subsidiary corp (5}' I Mixed 1120/L/PC group

Check if a sub-consolidated: (6) I__—I 1120 group (7}

1120 eliminations

Name of subsidiary (if consolidated return)

Employer Identification number

T le Incom turn—-E

Expense/Deduction Items

U.S. current income tax expense
U.S. deferred income tax expense

State and local current income tax expense ;
State and local deferred income tax expense | | |
Foreign current income tax expense (other than

foreign withholding taxes)

1
2
3
4
5

6 Foreign deferred income tax expense
7 Foreign withholding taxes
8
9

Interest expense

Stock option expense
10 Other equity-based compensation
11 Meals and entertainment
12 Fines and penalties . . . . .. ... ... ..
13 Judgments, damages, awards, and similar costs
14 Parachute payments | , . . . . . .. ... ... ..
15 Compensation with section 162(m) limitation
16 Pension and profit-sharing , . . . ... ... ...
17 Other post-retirement benefits
18 Deferred compensation . ., . .. .. ... ..
19 Charitable contribution of cash and tangible

property
20 Charitable contribution of intangible property
21 Charitable contribution limitation/carryforward
22 Domestic production activities deduction
23 Current year acquisition or reorganization

investment bankingfees |, . ., .., . .. ...
24 Current year acquisition or reorganization legal and
accountingfees . . . . . ... .. ... ...
Current year acquisition/reorganization other costs
Amortization/impairment of goodwill | . . .
27 Amortization of acquisition, reorganization, and
start-up costs | . ., .. ... ... ...,
Other amortization or impairment write-offs
Section 198 environmental remediation costs
Depletion . . . . ... ..............
Depreciation . . . ... ............
Bad debtexpense . . . ... ... .......
Corporate owned life insurance premiums | |, | | .
Purchase versus lease (for purchasers and/or
IBSSEES) . . . ..
35 Other expense/deduction items with differences

(attach schedule) , . . . ... .. STATEMENT 19
36 Total expense/deduction items. Combine lines 1

through 35. Enter here and on Part Il line 27

B &

gEgagYn

Reconciliation of Net Income (Loss) per Income Statement of Includible Corporations With

nse/Deduction ltems (see instructions)
(@) (b) () (d)
Expense per Temporary Permanent Deduction per
Income Statement Difference Difference Tax Return
0 Y 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0 0
19,761,884 534,247 0 20,296,131
0 0 0 0
0 0 0 0
4,189,990 0 -171,778 4,018,212
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
10,120,315 -5,583,017 1,656,552 6,193,850
0 0 0
0 0 0
424,953 0 0 424,953
0 0 0 0
0 0 0
0 346,913 346,913
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
0 0 0 0
24,183,006 -1,751,773 0 22,431,233
731,717 64,705 0 796,422
0 0 0 0
0 0 0 0
80,999,681 -9,006,593 3,430,254 75,423,342
140,411,546 -15,742,431 5,261,941 129,931,056

Schedule M-3 (Form 1120) 2006

F6.00.01
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2006 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation
Year: 2006

41-0462685
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* SCHEDULE M-3

*
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PART I FINANCIAL INFO AND NET INCOME (LOSS) RECON

4

5A
B

6A

7A

WORLDWIDE CONSOL NET INC IDENTIFIED IN PT 1 LN 1
NET INCOME FROM NONINCLUDIBLE FOREIGN ENTITIES
NET LOSS FROM NONINCLUDIBLE FOREIGN ENTITIES

NET INCOME FROM NONINCLUDIBLE U.S. ENTITIES

NET LOSS FROM NONINCLUDIBLE U.S. ENTITIES

NET INCOME FROM OTHER INCLUDIBLE ENTITIES

NET LOSS OF OTHER INCLUDIBLE ENTITIES

ADJ TO ELIM TRANS BTWN INCLDBL & NONINCLDBL ENT
ADJ TO RECON INCOME STMT YR TO TAX YR OF TAX RIN
INTERCOMPANY DIV ADJ TO RECONCILE TO LINE 11
OTHER STATUTORY ACCOUNTING ADJ TO RECON TO LN 11
OTHER ADJ TO RECONCILE TO AMOUNT ON LINE 11

NET INCOME PER INCOME STMT OF INCLUDIBLE CORPS

PART II RECON OF NET INCOME (LOSS) PER INCOME STMT

COL

25
26
27
28

29A

OF INCLUDIBLE CORPS WITH TAXABLE INC PER RTN

A - INCOME (LOSS) PER INCOME STATEMENT

INCOME (LOSS) FROM EQUITY METHOD FGN CORPS

GROSS FGN DIVIDENDS NOT PREVIOUS TAXED

GROSS FGN DISTRIBUTIONS PREVIOUSLY TAXED

INCOME (LOSS) FROM EQUITY METHOD U.S. CORPS

U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL

MINORITY INTEREST FOR INCLUDIBLE CORPS

INCOME (LOSS) FROM U.S. PARTNERSHIPS

INCOME (LOSS) FROM FGN PARTNERSHIPS

INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES

ITEMS RELATING TO REPORTABLE TRANSACTIONS

INTEREST INCOME

TOTAL ACCRUAL TO CASH ADJUSTMENT

HEDGING TRANSACTIONS

MARK-TO-MARKET INCOME (LOSS) NOT FROM INVENTORY

COST OF GOODS SOLD

SALES VERSUS LEASE

UNEARNED/DEFERRED REVENUE

INCOME RECOGNITION FROM LONG-TERM CONTRACTS

ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT

INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES

OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES

TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 26
TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36
OTHER INC (LOSS) EXP (DED) ITEMS WITH NO DIFF

1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28

[eNoNoNoNeoNoNoNoNeNoNeNel

o

10,072,778

loNoNoNoNoNoNoNeoN NeoNoNoNeoNoNeoNoNoNoNol

248,552
304,015,331

314,336,667
(140,411,546)
(150,754,084)

23,171,037
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Year: 2006

30 RECONCILIATION TOTALS. ADD LINES 29A THRU 29C 23,171,037



2006 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation

Year: 2006
COL B - TEMPORARY DIFFERENCE
1 INCOME (LOSS) FROM EQUITY METHOD FGN CORPS
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED
3 SUBPART F, QEF AND SIMILAR INCOME INCLUSIONS
4 SECTION 78 GROSS-UP
5 GROSS FGN DISTRIBUTIONS PREVIOUSLY TAXED
6 INCOME (LOSS) FROM EQUITY METHOD U.S. CORPS
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL
8 MINORITY INTEREST FOR INCLUDIBLE CORPS
9 INCOME (LOSS) FROM U.S. PARTNERSHIPS
10 INCOME (LOSS) FROM FGN PARTNERSHIPS
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES
12 TITEMS RELATING TO REPORTABLE TRANSACTIONS
13 INTEREST INCOME
14 TOTAL ACCRUAL TO CASH ADJUSTMENT
15 HEDGING TRANSACTIONS
16 MARK-TO-MARKET INCOME (LOSS) NOT FROM INVENTORY
17 COST OF GOODS SOLD
18 SALES VERSUS LEASE
19 SECTION 481 (A) ADJUSTMENTS
20 UNEARNED/DEFERRED REVENUE
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS
22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT
23A INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES
B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU
C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU
D GAIN/LOSS REPORTED ON FORM 4797 LINE 17,
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK
E ABANDONMENT LOSSES
F WORTHLESS STOCK LOSSES
G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER
THAN INVENTORY
24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36
29A 1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28
30 RECONCILIATION TOTALS. ADD LINES 29A THRU 29C
COL C - PERMANENT DIFFERENCE
1 INCOME (LOSS) FROM EQUITY METHOD FGN CORPS
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED
3 SUBPART F, QEF AND SIMILAR INCOME INCLUSIONS
4 SECTION 78 GROSS-UP
5 GROSS FGN DISTRIBUTIONS PREVIOUSLY TAXED
6 INCOME (LOSS) FROM EQUITY METHOD U.S. CORPS
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL
8 MINORITY INTEREST FOR INCLUDIBLE CORPS
9 INCOME (LOSS) FROM U.S. PARTNERSHIPS
10 INCOME (LOSS) FROM FGN PARTNERSHIPS
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES
12 TITEMS RELATING TO REPORTABLE TRANSACTIONS

41-0462685
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(248,552)
248,552
0

0
0
0

0
0

3,799,067

3,799,067
15,742,431

19,541,498

19,541,498
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Year: 2006

13 INTEREST INCOME (13,417)

14 TOTAL ACCRUAL TO CASH ADJUSTMENT

15 HEDGING TRANSACTIONS

16 MARK-TO-MARKET INCOME (LOSS) NOT FROM INVENTORY

17 COST OF GOODS SOLD

18 SALES VERSUS LEASE

19 SECTION 481 (A) ADJUSTMENTS

20 UNEARNED/DEFERRED REVENUE

21 1INCOME RECOGNITION FROM LONG-TERM CONTRACTS

22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT

23A INCOME STMT GAIN/LOSS ON SALES OTHER THAN
INVENTORY AND FLOW THRU ENTITIES

(@]

OO OO OOOO0O

o

B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU 0
C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU 0
D GAIN/LOSS REPORTED ON FORM 4797, LINE 17
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK 0
E ABANDONMENT LOSSES 0
F WORTHLESS STOCK LOSSES 0
G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER
THAN INVENTORY 0
24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED 0
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES 3,300,526
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25 3,287,109
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (5,261,941)
29A 1120 SUBGROUP RECON TOTAL. ADD LINES 26 THRU 28 (1,974,832)
30 RECONCILIATION TOTALS. ADD LINES 25A THRU 29C (1,974,832)
COL D - INCOME (LOSS) PER TAX RETURN
2 GROSS FGN DIVIDENDS NOT PREVIOUS TAXED 0
3 SUBPART F, QEF AND SIMILAR INCOME INCLUSIONS 0
4 SECTION 78 GROSS-UP 0
7 U.S. DIVIDENDS NOT ELIMINATED IN TAX CONSOL 0
9 INCOME (LOSS) FROM U.S. PARTNERSHIPS 0
10 INCOME (LOSS) FROM FGN PARTNERSHIPS 0
11 INCOME (LOSS) FROM OTHER PASS-THRU ENTITIES 0
12 ITEMS RELATING TO REPORTABLE TRANSACTIONS 0
13 INTEREST INCOME 10,059,367
14 TOTAL ACCRUAL TO CASH ADJUSTMENT 0
15 HEDGING TRANSACTIONS 0
16 MARK-TO-MARKET INCOME (LOSS) NOT FROM INVENTORY 0
17 COST OF GOODS SOLD 0
18 SALES VERSUS LEASE 0
19 SECTION 481 (A) ADJUSTMENTS 0
20 UNEARNED/DEFERRED REVENUE 0
21 INCOME RECOGNITION FROM LONG-TERM CONTRACTS 0
22 ORIGINAL ISSUE DISCOUNT AND OTHER IMPUTED INT 0
23B GROSS CAP GAIN FROM SCH D EXCLUDING FLOW THRU 248,552
C GROSS CAP LOSS FROM SCH D EXCLUDING FLOW THRU 0
D GAIN/LOSS REPORTED ON FORM 4797, LINE 17
EXCL FLOW THRU, ABNDNMT LOSSES & WORTHLESS STK 0
E ABANDONMENT LOSSES 0
F WORTHLESS STOCK LOSSES 0

G OTHER GAIN/LOSS ON DISPOSITION OF ASSETS OTHER
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THAN INVENTORY 0
24 CAPITAL LOSS LIMITATION AND CARRYFORWARD USED 0
25 OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES 311,114,924
26 TOTAL INCOME (LOSS) ITEMS. COMBINE LNS 1 TO 25 321,422,843
27 TOTAL EXPENSE/DEDUCTION ITEM FROM PT III, LN 36 (129,931,056)
28 OTHER INC (LOSS) EXP (DED) ITEMS WITH NO DIFF (150,754,084)
29A 1120 SUBGROUP RECON TOTALS. ADD LINES 26 THRU 28 40,737,703

30 RECONCILIATION TOTALS. ADD LINES 29A THRU 29C 40,737,703



2006 FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation 41-0462685
Year: 2006

PART III RECON OF NET INCOME (LOSS) PER INCOME STMT
OF INCLUDIBLE CORPS WITH TAXABLE INC PER RTN
- EXPENSE/DEDUCTION ITEMS

COL A - EXPENSE PER INCOME STATEMENT

Schedule K-1
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1l U.S. CURRENT INCOME TAX EXPENSE 0
2 U.S. DEFERRED INCOME TAX EXPENSE 0
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
6 FOREIGN DEFERRED INCOME TAX EXPENSE 0
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 19,761,884
9 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT 4,189,990
12 FINES AND PENALTIES 0
13 PUNITIVE DAMAGES 0
14 EXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING 10,120,315
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 424,953
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 24,183,006
32 BAD DEBT EXPENSE 731,717
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 80,999,681
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 140,411,546
COL B - TEMPORARY DIFFERENCE

0]
1 U.S. CURRENT INCOME TAX EXPENSE

2 U.S. DEFERRED INCOME TAX EXPENSE

3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE
4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE
5 FOREIGN CURRENT INCOME TAX EXPENSE

6 FOREIGN DEFERRED INCOME TAX EXPENSE

7 FOREIGN WITHHOLDING TAXES

8 INTEREST EXPENSE

9 STOCK OPTION EXPENSE

10 OTHER EQUITY-BASED COMPENSATION

11 MEALS AND ENTERTAINMENT

12 FINES AND PENALTIES

13 PUNITIVE DAMAGES

14 EXCESS PARACHUTE PAYMENTS

534,24

OO OO OONNOOOOOOO
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15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING (5,583,017)
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 0
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
21 CHARITABLE CONTRIBUTION LIMITATION/CARRYFORWARD 0
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 0
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAIL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION (1,751,773)
32 BAD DEBT EXPENSE 64,705
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES (9,006,593)
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) (15,742,431)
COL C - PERMANENT DIFFERENCE

1 U.S. CURRENT INCOME TAX EXPENSE

2 U.S. DEFERRED INCOME TAX EXPENSE

3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE

4 STATE AND LOCAL DEFERRED INCOME TAX EXPENSE

5 FOREIGN CURRENT INCOME TAX EXPENSE

6 FOREIGN DEFERRED INCOME TAX EXPENSE

7 FOREIGN WITHHOLDING TAXES

8

9 STOCK OPTION EXPENSE

10 OTHER EQUITY-BASED COMPENSATION

11 MEALS AND ENTERTAINMENT (171,77
12 FINES AND PENALTIES

13 PUNITIVE DAMAGES

14 EXCESS PARACHUTE PAYMENTS

15 EXCESS SECTION 162 (M) COMPENSATION

16 PENSION AND PROFIT SHARING 1,656,552
17 OTHER POST-RETIREMENT BENEFITS

18 DEFERRED COMPENSATION

19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP

20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY

21 CHARITABLE CONTRIBUTION LIMITATION/CARRYFORWARD

22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 346,91
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES

24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES

25 CURR YR ACQUISITION/REORG OTHER COSTS

26 AMORTIZATION/IMPAIRMENT OF GOODWILL

27 AMORT OF ACQUISITION, REORG AND START-UP COSTS

28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS

29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS

30 DEPLETION

31 DEPRECIATION

0
0
0
0
0
0
0
INTEREST EXPENSE 0
0
0
8)
0
0
0
0
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32 BAD DEBT EXPENSE 0
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 3,430,254
36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 5,261,941
COL D - DEDUCTION PER TAX RETURN
3 STATE AND LOCAL CURRENT INCOME TAX EXPENSE 0
5 FOREIGN CURRENT INCOME TAX EXPENSE 0
7 FOREIGN WITHHOLDING TAXES 0
8 INTEREST EXPENSE 20,296,131
9 STOCK OPTION EXPENSE 0
10 OTHER EQUITY-BASED COMPENSATION 0
11 MEALS AND ENTERTAINMENT 4,018,212
12 FINES AND PENALTIES 0
13 PUNITIVE DAMAGES 0
14 EXCESS PARACHUTE PAYMENTS 0
15 EXCESS SECTION 162 (M) COMPENSATION 0
16 PENSION AND PROFIT SHARING 6,193,850
17 OTHER POST-RETIREMENT BENEFITS 0
18 DEFERRED COMPENSATION 0
19 CHARITABLE CONTRIBUTION OF CASH AND TANG PROP 424,953
20 CHARITABLE CONTRIBUTION OF INTANGIBLE PROPERTY 0
21 CHARITABLE CONTRIBUTION LIMITATION 0
22 DOMESTIC PRODUCTION ACTIVITIES DEDUCTION 346,913
23 CURR YR ACQUISITION OR REORG INVEST BANKING FEES 0
24 CURR YR ACQUISITION OR REORG LEGAL & ACCTNG FEES 0
25 CURR YR ACQUISITION/REORG OTHER COSTS 0
26 AMORTIZATION/IMPAIRMENT OF GOODWILL 0
27 AMORT OF ACQUISITION, REORG AND START-UP COSTS 0
28 OTHER AMORTIZATION OR IMPAIRMENT WRITE-OFFS 0
29 SECTION 198 ENVIRONMENTAL REMEDIATION COSTS 0
30 DEPLETION 0
31 DEPRECIATION 22,431,233
32 BAD DEBT EXPENSE 796,422
33 CORPORATE OWNED LIFE INSURANCE PREMIUMS 0
34 PURCHASE VERSUS LEASE 0
35 OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES 75,423,342

36 TOTAL EXPENSE/DEDUCTION ITEMS (ADD LNS 1 TO 35) 129,931,056



2006 FEDERAL FORM 1120 TAX RETURN
Otter Tail Corporation 41-0462685
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SCHEDULE M-3 SUPPORTING SCHEDULES
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STMT 16 - SCH M-3, PART II, LINE 25
OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
COLUMN A:
LINE 25: OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
GROSS SALES 298,484,435
MISCELLANEOUS OTHER INCOME 5,530,896
TOTAL 304,015,331
COLUMN B:
LINE 25: OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
GROSS SALES 2,712,264
MISCELLANEOUS OTHER INCOME (118)
GAIN ON ADR, ACRS, MACRS PROPERTY 1,086,921
TOTAL 3,799,067
COLUMN C:
LINE 25: OTHER INCOME (LOSS) ITEMS WITH DIFFERENCES
MISCELLANEQUS OTHER INCOME 3,291,526
Fed Empowerment Zone Tax Credit 9,000
TOTAL 3,300,526
COLUMN D:
TOTAL OF COLUMNS A, B AND C 311,114,924
STATEMENT 19 - SCH M-3, PART III, LINE 35
OTHER EXPENSE/DEDUCTION ITEMS WITH DIFFERENCES
COLUMN A:
LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
SALARIES & WAGES 29,513,617
MISCELLANEOUS REPAIRS 25,947,301
FEDERAL INCOME TAXES 9,350,950
STATE TAXES BASED ON INCOME 2,498,454
EMPLOYEE BENEFIT PROGRAMS 6,479,976
LOBBYING EXPENSE - NONDEDUCTIBLE 93,397
SCHEDULE K-1 LOSS 728,319
INSURANCE 1,961,648
MISCELLANEOUS DEDUCTIONS 4,426,019

TOTAL 80,999,681



2006 FEDERAL FORM 1120 TAX RETURN

Otter Tail Corporation
Year: 2006

COLUMN B:

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
SALARIES & WAGES
MISCELLANEOUS REPAIRS
FEDERAL INCOME TAXES
STATE TAXES BASED ON INCOME
EMPLOYEE BENEFIT PROGRAMS
CUSTOMER RELATED EXPENSES
PROPERTY REMOVAL COSTS
SCHEDULE K-1 LOSS
R &D
INSURANCE
MISCELLANEOUS DEDUCTIONS
CIP Expenses (recoverable)
A&G (Book Expense; Tax Capitalize)

TOTAL

COLUMN C:

LINE 35: OTHER EXPENSE/DED ITEMS WITH DIFFERENCES
EMPLOYEE BENEFIT PROGRAMS
LOBBYING EXPENSE - NONDEDUCTIBLE
MISCELLANEOUS DEDUCTIONS

TOTAL

COLUMN D:
TOTAL OF COLUMNS A, B AND C

41-0462685
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(48,000)
810,043
(9,350,951
(540,636
(2,944,319
(71,161
1,355,936
(309,534)
3,584,172
783,800
(148,422)
(28,052)
(2,099,469)

)
)
)
)

(9,006,593)

1,318,892
(93,397)
2,204,759

3,430,254

75,423,342




Otter Tail Power Company

Schedule K-2

Difference Between Book and Tax Depreciation Page 1 of 1
Year Ended December 31, 2009
(A) (B)
Line Total
No. Description Company
1 Tax Depreciation on a straight-line basis $113,742,097
2 Book Depreciation 35,398,291
3 Difference between Tax Depreciation on a
4 straight-line basis and Book Depreciation $78,343,806
5 Tax Depreciation, as calculated by method
6 MACRS 5 to 20-year Property $129,875,200
7 Buildings - SL - All Vintages 556,627
8 Intangibles 692,582
9 ACRS (1981-1986) Property 35,172
10 ADR (1971-1980) Property 832
11 DCB (1964-1970) Property 2,179
12 Total Tax Depreciation, as calculated * $131,162,592
13 Tax Depreciation on a straight-line basis $113,742,097
14 Excess of Tax Depreciation, as calculated over Tax
15 Depreciation on a straight-line basis $17,420,495
Notes:

(1) These amounts are per the 2009 tax accrual for Above-the-Line activity.

(2) The Source for book and tax depreciation is effective tax rate calculations for 2009.

* Adjustment of Bonus Depreciation shown on Year End Accrual 2009 not reflected here

as considered in the net 481(a) Cap to Repair Adjustment.



Otter Tail Power Company

Consolidated Federal Income Tax Liability
Tax Year 2009

Per Tax Return

[Trade Secret Data Begins
(A) (B)

Line Taxable Income
No. Company Name or (Loss)

©)

Tax Rate

Schedule K-3
Page 1 of 1

Public Document - Trade Secret Data Has Been Excised

(D)

Income Tax
Before Tax Credits

(E) F)

Tax Credits
(R&D; Wind; Federal Income
Low Inc. Housing; Tax Liability
Empowerment Zone) (per tax return)
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Total

TRADE SECRET DATA ENDS]



Otter Tail Power Company Schedule K-4

Current Income Tax

Page 1 of 1

For the Year Ending December 31, 2009

Line
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Description

Current income tax used in the cost of service is calculated on a stand-alone
basis. Effective tax rates are applied to regulatory operating income calculated
within the Jurisdictional Cost of Service Study (JCOSS), which includes
adjustments to items of income or expense based on prior Commission
Orders or settlement stipulations, if applicable. Depending on the
circumstances that apply in a given year, taxes calculated for regulatory
purposes in the JCOSS may be higher or lower than the actual taxes
calculated on a consolidated basis in the tax return for any number of

varying reasons. For example, items of income and expense considered
below-the-line for regulatory purposes contribute to the overall tax calculation
on the consolidated tax return. Ratepayers are not exposed to the risks
associated with below-the-line revenue and expense activity and thus
shouldn't be exposed to the taxes associated with that same activity. In
addition, timing differences that arise, such as book versus tax depreciation
expense, off-set increases or decreases in current tax expense by a
corresponding decrease or increase in deferred tax expense. Deferred taxes
are calculated for book/regulatory purposes only and are not part of the
consolidated tax return. Deferred tax calculations are included in order to
recognize the fact that at some future point in time book/regulatory will incur the
same tax expense/liability as calculated in the tax return.

For the Test Year, tax expense calculated for regulatory purposes in the
JCOSS is higher than the taxes calculated in the consolidated tax return

due to a net operating loss that was incurred and its impact on deferred taxes.
A full discussion of the cause for OTP's net operating losses, which are the
result of favorable federal depreciation rates for wind investments, is provided in
the direct testimony of Mr. Peter J. Beithon at pages 37 - 39. In addition, OTP
and OTC have entered into a tax sharing agreement that prevents any cross
prevents any cross subsidization of OTP and OTC taxes.



Otter Tail Power Company Schedule K-5
State Income Taxes Linelof1l
For the Test Year Ended December 31, 2009

Line
No. Description
1 This schedule is not applicable, as no state income taxes are claimed for South Dakota

2 Cost of Service purposes.





