


Otter Tail Power Company Statement K
Income Tax Page 1 of 2
For the Year Ending December 31, 2009

(A) (B) (C) (D) (E)

South 
Total Claimed Adjusted Dakota

Line No. Description System Adjustments Total Amount

1 Income Tax Payable
2   Federal ($31,703,720) $7,985,805 ($23,717,915) ($2,126,193)
3   State (5,194,989) (230,436) (5,425,425) 0
4 Deferred Income Tax
5   Federal 41,314,649 (12,020,746) 29,293,903 2,775,578
6   State 7,881,364 (321,324) 7,560,040 0
7 Investment Tax Credit - Net (9,310,969) (766,923) (10,077,892) (991,042)

8 Total Income Tax $2,986,335 ($5,353,624) ($2,367,288) ($341,656)

TOTAL SYSTEM



Otter Tail Power Company Statement K
Interest Expense - Annualization Adjustment Page 2 of 2
For the Test Year Ended December 31, 2009

(A) (B) (C) (D)

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 Items (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 -                 -                   -                   

TOTAL SYSTEM

y
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 II 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



 

 

 

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. 
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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 Schedule K-3
Consolidated Federal Income Tax Liability Page 1 of 1
Tax Year 2009 Public Document - Trade Secret Data Has Been Excised
Per Tax Return

[Trade Secret Data Begins
(A) (B) (C) (D) (E) (F)

Tax Credits
(R&D; Wind; Federal Income

Line Taxable Income Income Tax Low Inc. Housing; Tax Liability
No. Company Name or (Loss) Tax Rate Before Tax Credits Empowerment Zone) (per tax return)

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

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
No.

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

basis. Effective tax rates are applied to regulatory operating income calculated 

Description

Current income tax used in the cost of service is calculated on a stand-alone 

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.

prevents any cross subsidization of OTP and OTC taxes.

A full discussion of the cause for OTP's net operating losses, which are the 

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. 

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 



Otter Tail Power Company Schedule K-5
State Income Taxes Line 1 of 1
For the Test Year Ended December 31, 2009

Line
No.

1
2

Description

This schedule is not applicable, as no state income taxes are claimed for South Dakota
Cost of Service purposes.




