
BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

j SETTLEMENT STIPULATION In the Matter of the Petition of Otter Tail . 
Power Company to Establish a Transmission 
Cost Recovery Tariff EL10-015 

) 
1 

This Settlement Stipulation (Settlement) is made and entered into on this day of 
November, 201 1, by and between Otter Tail Power Company (OTP), and the Staff of the 
South Dakota Public Utilities Commission (Commission Staff). Throughout this 
Settlement OTP and Commission Staff will be referred to jointly as the Parties or 
individually as Party. 

RECITALS 

WHEREAS, pursuant to South Dakota Codified Law (SDCL) $849-34A-25.1 
through 49-34A-25.4, the South Dakota Legislature provides that the South Dakota 
Public Utilities Commission (Commission) may approve a tariff mechanism for the 
automatic annual adjustment of charges for the jurisdictional costs of new or modified 
transmission facilities with a design capacity of thirty-four and one-half kilovolts (34.5 
kV) or more and which are more than five (5) miles in length (TCR rider). 

WHEREAS, on November 5,2010, OTP filed a petition with the Commission for 
approval to establish a TCR rider pursuant to state statute for the recovery of investments 
and expenses associated with new or modified transmission projects that are not included 
in base rates, and for the recovery of expenses or charges from the Midwest Independent 
Transmission System Operator (MISO) through Schedule 26 under the federally 
regulated MIS0 Open Access Transmission, Energy, and Operating Reserve Markets 
Tariff (MIS0 tariff). 

WHEREAS, OTP is an active member of the Midwest Independent Transmission 
System Operator (MISO), and is assessed costs through the MIS0 tariff known as 
Schedule 26 charges, and such costs represent the charges OTP incurs from MIS0 as a 
Transmission Customer to pay its assigned portion of transmission investments made by 
transmission owners which are allowed cost allocation and recovery pursuant to the 
MIS0 tariff. 

WHEREAS, in its petition filed on November 5,2010, OTP proposed to flow the 
South Dakota jurisdictional portion of its Schedule 26 charges through the TCR rider for 
recoupment of these expenses from its South Dakota ratepayers as opposed to the 
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traditional method of accounting for such costs during a regular retail rate case 
proceeding. 

WHEREAS, in its petition filed on November 5,2010, OTP did not seek retail 
cost recovery for its investment in these regional transmission projects through the TCR 
rider, other than expense recovery of the Schedule 26 charges allocated to OTP, as 
described above. Instead, OTP proposed to leave these investments at the FERC 
jurisdictional level with no portion of these investments to be included as part of retail 
rate base. 

WHEREAS, Commission Staff reviewed the petition and entered into extended 
negotiations with OTP regarding establishment of a TCR rider. 

WHEREAS, the Parties recognize the developing nature of transmission 
investments and note a distinction should be made between transmission investments 
attributable to serving retail load requirements and investments made for non-retail, 
regional transmission purposes. 

WHEREAS, the Parties recognize the undefined nature for structuring a TCR 
rider and agree various approaches can be utilized, but such structure must remain in the 
public's best interest and ensure costs included for recovery through the tariff are 
prudently incurred and achieve transmission system improvements at the lowest 
reasonable cost to ratepayers. 

WHEREAS, the Parties wish to fully resolve all the issues outstanding in this 
matter and the Parties acknowledge they may have differing views to justify entering this 
Settlement which they deem just and reasonable. 

THEREFORE, it is hereby agreed by and between OTP and Commission Staff as 
follows: 

GENERAL PROVISIONS 

1. This Settlement is made upon the express understanding that it constitutes a 
negotiated agreement. The provisions of this Settlement are not severable and shall 
become effective only after the Commission enters an order approving this Settlement 
without modification. In the event this Settlement is not approved in whole by the 
Commission, it shall be deemed withdrawn, without prejudice to any testimony, claims, 
positions or contentions which may have been made in this proceeding by any Party and 
no part of this Settlement shall be admissible as evidence or in any way described or 
discussed in any proceeding hereafter. 

2. The provisions of this Settlement shall not be construed as, or deemed to be a 
precedent by any Party, the Commission, or other state or federal government regulatory 
body with respect to any issue, principle or interpretation or application of law and 
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regulations, for any purpose in connection with any proceeding before a court of law or 
any state or federal governmental regulatory body. 

SPECIFIC UNDERSTANDINGS AND AGREEMENTS 

1. TCR Rider Tariff Mechanism: The Parties agree OTP will establish a TCR 
rider tariff mechanism for the recovery of charges for the jurisdictional share of 
costs for new or modified transmission facilities and federally regulated costs 
charged to OTP to increase regional transmission capacity or reliability in 
accordance with state statute and the framework set forth under this Settlement. 

2. Regional Transmission Investment Allocation: For the purpose of determining 
inclusion of regional transmission investments (those that qualify for regional cost 
allocation through MISO's tariff) in the TCR rider, the Parties agree to utilize a 
method of project cost allocation referred to by the Parties as the "hybrid" 
method. The Parties find this method best conforms to traditional ratemaking - 
philosophy and facilitates proper allocation of transmission investments to the 
jurisdiction which has created a need for the investment. Specifically this method 
has been selected to address the large differential between the total amount of 
regional transmission investments made by OTP and the portion of the total 
investments which can be attributed to serving retail load versus regional 
transmission purposes. 

Under this method, OTP's regional transmission investments will be allocated 
into state or FERC jurisdictions for recovery on a percent-of-responsibility basis. 
This allocation will be made as follows: 

A. All portions of the regional transmission investments for which OTP is 
allocated MIS0 Schedule 26 charges shall be allocated to the state 
jurisdiction. These investments shall be included in retail rate base for 
recovery through the TCR mechanism until rolled into base rates in a future 
general rate case. In addition, retail customers will be credited a pro-rata share 
of FERC authorized MIS0 Schedule 26 revenues associated with this retail 
load portion of the transmission investments. 

B. All portions of the regional transmission investments for which OTP is not 
allocated Schedule 26 charges shall be allocated to the FERC jurisdiction. 
OTP's revenue requirement for these transmission investments will be 
recovered through the MIS0 Schedule 26 revenues received for these 
investments. 



3. Transmission Facilities: The Parties agree, under the framework described in 
Clause 2, the retail sales portion of the following regional transmission 
investments shall be included in retail rate base for rate recovery through the TCR 
mechanism. 

a. Bemidji to Grand Rapids CAPX2020 
b. Fargo to Monticello Phase I CAPX2020 
c. Fargo to Monticello Phase I1 CAPX2020 
d. Fargo to Monticello Phase I11 CAPX2020 
e. Rugby Wind Farm Interconnection 

In the future, OTP's investment in new transmission projects will require 
Commission approval in a future TCR annual update filing through which 
Commission Staff shall be provided an opportunity to review such projects for 
statutory compliance. Such projects may be regional, like those described in this 
Settlement or they may be local (projects that do not qualify for regional cost 
allocation through MISO's FERC authorized rates). 

4. Schedule 26 Expenses: The Parties agree it is proper to utilize the TCR as the 
mechanism to flow through the jurisdictional share of Schedule 26 expenses 
incurred by OTP as an active member of MISO. Pursuant to SDCL 49-34A-25.1, 
the TCR rider applies only to new or modified transmission facilities with a 
design capacity of thirty-four and one-half kilovolts (34.5 kV) or more and which 
are more than five (5) miles in length. Under the MIS0 tariff, transmission 
projects eligible for cost allocation under Attachment FF are of the capacity and 
nature to comply with these SDCL requirements. 

5. Rate of Return: The Parties agree OTP's revenue requirement for the retail load 
obligation of the transmission investments will be based on the rate of return 
established from OTP's most recent retail rate case (Commission Docket No. 
EL10-011) as permitted under SDCL 49-34A-25.2(2). The Parties agree, due to 
the unique characteristics of current transmission investments made by OTP--such 
as, the voluntary nature of OTP's investment in these transmission projects, the 
Schedule 26 revenue to be credited to OTP's South Dakota retail customers, and 
the assumption of risk by OTP's South Dakota retail customers of a portion of 
these investments--justifies maintaining the ROR at this established level. The 
Parties further agree, this negotiated ROR is based on the current status quo of 
these factors and if these factors change from the current status, such changes may 
justify a subsequent review and adjustment of the ROR to reflect different 
circumstances. 

6. Rate Design: The Parties agree the TCR rate design will utilize the transmission 
demand allocation factor from OTP's last South Dakota general rate case 
(Commission Docket No. EL10-011) to allocate total revenue requirements to 
jurisdictions (South Dakota, 9.260463 percent) and rate classes. The large general 
service (LGS) class's portion of retail revenue requirements is 33.96%. The 

Page 4 of 6 



remaining 66.04% of the retail revenue requirements will be collected from the 
non-LGS rate classes. 

OTP's LGS rate design for the TCR rider will incorporate demand ($1kW-month) 
and energy ($/kwh) rates that recover the transmission project costs in a manner 
that follows existing LGS base rate design. Specifically, the LGS revenue 
requirements will be split between demand and energy based on the 201 1 forecast 
base rate demand and energy revenue proportion of approximately 14% demand 
and 86% energy. As part of future filings, this split will be reviewed as necessary 
to reflect any material load changes. The LGS demand rate will be calculated as 
the LGS demand revenue requirements divided by the LGS class billing demand 
for the projected period. The LGS energy rate will be calculated as the LGS 
energy revenue requirements divided by the LGS kilowatt-hour sales for the 
projected period . 

For the remaining retail rate classes (non-LGS) of controlled service, and lighting, 
and all other classes, OTP will incorporate an energy rate only. A rate for each 
class will be a separate energy-based (kWh)'charge calculated as the revenue 
requirements divided by the kilowatt-hour sales for the projected period. 

7. Tracker Balance: The Parties agree the tracker account balance will accrue 
monthly carrying charges at a rate of 1112 of OTP's cost of capital times the 
tracker balance. Carrying charges on a over-collected balance will accrue to the 
benefit of retail customers and carrying charges on a under-collected balance will 
accrue to OTP. 

8. Effective Date & Projected Period: The Parties agree the initial TCR 
mechanism will be implemented with an effective date of December 1,201 1 and 
shall remain in effect through December 2012. Further, the Parties agree costs 
which have gone uncollected for the period of January 1,201 1 to the first billing 
under the TCR will be recovered from the implementation date through the 2012 
year, with actual collections reflected in the tracker balance to ensure no over- or 
under-recovery. 

9. Customer Notice: The Parties agree OTP will provide individual customer notice 
to all affected South Dakota customers through a bill notation or bill stuffer 
included with the first billing to include the TCR rider following Commission 
approval, as provided on Attachment 10. TCR billings will be reflected as a 
separate line item on customer bills. 

10. Annual Reporting: The Parties agree OTP will submit an annual TCR filing on a 
going forward basis to be received by the PUC by September 1 of each year. 
Based on this annual report, OTP will adjust the TCR rate each year based on 
actual costs and collections. 
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11. Attachments: The Parties agree the TCR lider shall be imnplemented according to 
the Attachments 1 through 11 made part of this Settlement and which are 
incorporated here by reference. 

Dated: /< / / I~ / I  1 

Title. UP AJInLnr c - /K,AI 
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Otter Tail Power Company 
Transmission Cost Recovery Rider 
Docket No. EL10-015 

Attachment 1 
Page 1 of 1 

Projected Revenue for December 2011-December 2012 

Class Units Rate per Unit Amount 

Large General Service (a) 408,107 kW $0.072 $29,301 
217,480,154 k w h  0.083 4 179,994 

Total LGS $209,295 

Controlled service (b) 47,531,608 k w h  0.020 $ $9,721 

Lighting (c) 4,885,742 k w h  0.108 I$ 5,272 

All other service 217,949,874 k w h  0.180 $ 392,063 

Total revenue $616,351 

(a) Rate Schedules 10.03 Large General Service and 10.05 Large General Service - Time of Day 
(b) Rate Schedules 14.01 Water Heating. 14.04 lnterruptible Load (CT Metering), 14.05 lnterruptible Load (Self- 

Contained Metering), 14.06 Deferred Load 
(C) Rate Schedules 11.03 Outdoor Lighting (energy only), 11.04 Outdoor Lighting 



Otter Tail Power Company 
Transmission Cost Recovery Rider 
Docket No. ELI 0-01 5 

Summary of Revenue Requirements 

Revenue Requirements 

Rugby Wind Interconnection 

Bemidji CAPX 2020 

Fargo CAPX 2020 

Schedule 26 

Carrying cost 

True Up 

Total 
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Otter Tail Power Company 
Transmission Cost Recovery Rider 
Docket No. EL10-015 

Attachment 3 
Page I of 1 

Class Allocation and Rate Design 
For all 2011 - 2012 Revenue Requirements collected from 12/112011 - 12/31/2012 

South Dakota revenue requirements $616,351 * 

Large General Service class 
Controlled service 
Lighting 
All other service 

Total 

Large General Service class 
Large General Service class 

Controlled service 
Lighting 
All other service 

Large General Service class 
Large General Service class 

Controlled service 
Lighting 
All other service 

$ I kW month 
cents I kwh 

cents I kwh 
cents 1 kwh 
cents I kwh 

* Jurisdictional transmission allocation factor (D2 = 9.815717%) is from Otter Tail's last 
general rate case in South Dakota. 

** LGS revenue is 14% demand and 86% energy 
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TRACKER SUMMARY 
Line 

,?wui,amO,Vs CDmpa,ed,oB,,M: 

RPvPnue Rlquimmenls 
1 RUSbYVYlnd lnsmnnecilon 
2 Bemidji 

3 FamD ,I. I,, and ili) 

,S canying ChDmeCBlcvlation 

16 CumulstiYP CaW8nQ Charge 

17 CarMng cart 
18 MOntnly Rate 

19 

20 

21 

22 
23 

21 ForeCa%tMSaIes(MWh) 

21 

a iota, Cum41a18we Dm incivdiw Camjlng Cost 

21 
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Otter Tail Power Company 
Transmission Cost Recovely Rider 
Docket ELqO-015 

TQACKER SUMMARY 2012 

~ t n e  J~~~~~ ~ebrusv  arm apni May dune ddi. iiugvat september onoaer ~ o v e r n l p i  oarember YE 

R w u j m t r  ComPrdmB~I lpd:  Piojen~d ProinteO P m l e W  Projected Prolectod P m i a M  Pmlened Prolend Prolestod Pmjmed Pmiecteb PrUmaM Pmlened 
Revenue Re(l"i"mentr 

1 Rugby Wind lnterronneaion 12 12 52 52 52 U 52 52 52 52 12 52 628 

2 Bemid)! 11 558 11.518 i l 5 S B  tl.SS8 11.558 <1.158 11.518 11.558 11.558 ll.558 1 t . 5 1  l l .558 128.695 

3 FBrgD(I.il.a"d I111 22,282 22.287 22.292 22,245 22.301 22.306 22,310 22313 22,320 22.320 22.320 22,320 267555 

IS cawng C"ameCBlc"lat~~" 
16 Curnuia6veCaWmg Charge 
17 canvino ror, 

riue up 0 
Total requirements $66616.351 
PrntRied Sales nr MWh 485 022 
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Otter Tail Power Company 
Transmission Cost Recovery Rider 
Docket No. EL10-015 
Sample Bill Comparisons 

9.01 - Residential Electric Service - 
Monthly Bill Example Summer' 

'summer season is considered June through September 

10.01 -General Service Under 20 IkW - 
Secondary Service Monthly Bill Example 

Usage Demand Present Percent 
(kwh) (kW) Rates TCR Illcrease 

Attachment 8 
Page 1 of 1 

9.03 -Farm Electric Service - 

'summer season is considered June through September. 

'we've assumed the customers are three pliase custa~i~ers fol 

10.02 -General Service - 20 kW and Greater - 
Monthly Bill Example Summer' 

I Peiccnt I 

'we've assumed a 40 percent Load factor for this comparison. 
- .  

'we've assumed a 40 percent load factor for this co~~iparisor 

10.03 Large General Service - Monthly Bill 
Example Summer' 

I Usage I Demand I Present I 

this comparison. 

- .  
'we've assumed a GO percent load factor far this comparison. 



Otter Tail Power Company 
Transmission Cost Recovery Rider 
Docket No. EUO-015 

Attachment9 
Page 1 of1 

SCHEDULE 26 
Line 

i MIS0 Schedule 26 Expense 

2008 

Jan Feb Mar Apr May Jun JU Aug Sep O n  Nav Oec YE 

A d a !  Anuai Actual actual Actual Actual Actual Actual Actual A d a l  Actual Actual Actual 
0 

So& DaXofa share 

sum 
SCHEDULE 26 

soufn ~ a * o t a  shire 
SCHEDULE 26 

~~soscneduie  26 Expenre 
MIS0 Schedule 26 Revenue 

Net Schedule 26 
South Dakota share 

SCHEDULE 26 

0 00% 0 0 0 (1 0 0 0 D 0 0 0 0 0 

0 0 0 0 0 0 0 0 0 0 0 0 0 
2009 

 an ~ e b  ~ a r  ~ p r  ~ a y  ~ u n  JUI ~ u g  sep act Nw Dec YE 

Anual A d a ,  /ic,"a Aclua, Actual lictu. Actual Asma, Actual A<,"al Aswal iinua, Actual 
0 

MIS0 Scheduie 25 Expenre 
MISOSshedule 26 Revenue 



Attachment 10 

Notice to Otter Tail Power Company Custo~ners 

Otter Tail Power Company has upgraded transmission facilities to help ensure continued reliable 
service and to bring renewable energy to our South Dakota customers. The South Dakota Public 
Utilities Com~nission has approved a Transmission Cost Recovery Rider as a separate line item 
on your monthly electric bill beginning December 1,201 1 to recover the cost of these 
transmission upgrades and expansions. 

The current Transmission charge is: 

( All other service (0.180$ ~ N / A  

For more information contact Customer Service at 800-257-4044 or place an inquiry from our 
web site at www.otpco.com. 
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TRANSMISSION COST RECOVERY RIDER 

DESCRIPTION RATE 
CODE 

Large General Service 71-510 
Controlled Service 71-511 
Lighting 71-512 
All Other Service 71-513 

REGULATIONS: Terms and conditions of this tariff and the General Rules and Regulations 
govern use of this schedule. N 

APPLICATION OF SCHEDULE: This rate schedule is applicable to any electric service 
under all of the Company's retail rate schedules. N 

COST RECOVERY FACTOR: There shall be included on each South Dakota Customer's N 
monthly bill a Transmission Cost Recovery charge, which shall be calculated before any N 
applicable municipal payment adjustments and sales taxes as provided in the General Rules N 
and Regulations for the Company's electric service. The following charges are applicable in N 
addition to all charges for service being taken under the Company's standard rate schedules. 

SOUTH DAKOTA PUBLIC EFFECTIVE with bills 

TRANSMISSION COST RECOVERY 

UTILITIES COMMISSION Thomas R. Brause rendered on and after 
Filed on: November 5,2010 Vice-president, December 1,201 1, 
Approved by order dated: (DATE) Administration in South Dakota 
Docket No. EL10-015 

Energy Charge per kwh: kwh  
Large General Service (a) 0.083 $ikWh 
Controlled Sewice (b) 0.020 $/kwh 

Lighting (c) 0.108 $ k w h  

All Other Service 0.180 $/kwh 

kW 
$0.072 
NIA 
NIA 

NIA 

(a) Rate schedules 10.03 Large General Service, 10.05 Large General S e r v i c e  Time of Day, 14.02 
Real Time Pricing Rider and 14.03 Large General Service Rider. 

(b) Rate Schedules 14.01 Water Heating, 14.04 Interruptible Load (CT Metering), 14.05 Interruptible 
Load (Self-Contained Metering), 14.06 Deferred Load, and 14.07 Fixed Tiine of Delivery 

(c) Rate Schedules 11.03 Outdoor Lighting (energy only) and 11.04 Outdoor Lighting 



Fergus Falls, Minnesota 
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Transmissian Cost Recovery Rider 
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DE'CER\IIYATIOY OF 1)EMAKD CHARGE (LARGE CENERiL SERVICE CLASS N 
ONLY): The demand charge shall be billed according to the demand charge as defined in the 3 
applicable rate schedule the Customer is taking service. - N 

MANDATORY AND VOLUNTARY RIDERS: The amount of a bill for service will be N 
modified by any Mandatory Rate Riders that must apply or Voluntary Rate Riders selected by N 
the Customer, unless otherwise noted in this rider. See sections 12.00, 13.00 and 14.00 of the N 
Minnesota electric rates for the matrices of riders. 

SOUTH DAKOTA PUBLIC EFFECTIVE with bills 
UTILITIES COMMISSION Thomas R. Brause rendered on and after 
Filed on: November 5,2010 Vice-president, December 1,201 1, 
Approved by order dated: (DATE) Administration in South Dakota 
Docket No. EL10-015 




