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Except for historical information, all other information provided in this presentation consists of 
άŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎέ ǿƛǘƘƛƴ ǘƘŜ ƳŜŀƴƛƴƎ ƻŦ ǘƘŜ tǊƛǾŀǘŜ {ŜŎǳǊƛǘƛŜǎ [ƛǘƛƎŀǘƛƻƴ wŜŦƻǊƳ !Ŏǘ 
ƻŦ мффрΦ ¢ƘŜǎŜ άŦƻǊǿŀǊŘ-ƭƻƻƪƛƴƎ ǎǘŀǘŜƳŜƴǘǎέ ŀǊŜ ǎǳōƧŜŎǘ ǘƻ Ǌƛǎƪǎ ŀƴŘ ǳƴŎŜǊǘŀƛƴǘƛŜǎ ǿƘƛŎƘ ŎƻǳƭŘ 
cause actual results to differ materially from those projected, anticipated, or implied. The most 
ǎƛƎƴƛŦƛŎŀƴǘ ƻŦ ǘƘŜǎŜ Ǌƛǎƪǎ ŀƴŘ ǳƴŎŜǊǘŀƛƴǘƛŜǎ ŀǊŜ ŘƛǎŎǳǎǎŜŘ ƻǊ ƛŘŜƴǘƛŦƛŜŘ ƛƴ hǘǘŜǊ ¢ŀƛƭ /ƻǊǇƻǊŀǘƛƻƴΩǎ 
public filings made with the Securities and Exchange Commission. Otter Tail Corporation 
undertakes no obligation to publicly update or revise any forward-looking statements.

These presentations may include measures of financial performance and presentations of 
financial information that are not defined by generally accepted accounting principles (GAAP). 
Management understands that there are material limitations on the use of non-GAAP measures. 
Non-GAAP measures are not substitutes for GAAP measures for the purpose of analyzing 
financial performance. These non-GAAP measures are not in accordance with, or an alternative 
for, measures prepared in accordance with, generally accepted accounting principles and may be 
different from non-GAAP measures used by other companies. In addition, these non-GAAP 
measures are not based on any comprehensive set of accounting rules or principles. This 
information should not be construed as an alternative to the reported results, which have been 
determined in accordance with GAAP.

Forward-Looking Statement
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Chuck MacFarlane
President and Chief Executive Officer

Kevin Moug
Senior Vice President and Chief Financial Officer

Management Team
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Electric 
ÇCompetitive low cost operations
ÇConstructive regulatory environment
ÇAttractive rate base growth

Electric
75%-85%

Manufacturing
15%-25%

Target earnings contributions

Manufacturing
ÇLong-term growth potential
ÇCapacity utilization
ÇDiversification

MANUFACTURING PLATFORM

MANUFACTURING SEGMENT PLASTICS SEGMENT
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Q2 2018 Financial Summary

$0.42
$0.47

$212.1 $226.3

Q2- 2017 Q2- 2018

Consolidated EPS 

Revenue

όϷΩǎ ƛƴ ƳƛƭƭƛƻƴǎΣ ŜȄŎŜǇǘ 9t{ύ Å9ƭŜŎǘǊƛŎ ǎŜƎƳŜƴǘΩǎ ŜŀǊƴƛƴƎǎ ƛƴŎǊŜŀǎŜ ǇǊƛƳŀǊƛƭȅ ǿŀǎ 
due to favorable weather conditions and interim 
rates  that went into effect January 2018  from the 
2017 North Dakota general rate case. 

ÅReached settlement on ND rate case with NDPSC 
staff and intervenors, subject to commission 
approval. 

ÅaŀƴǳŦŀŎǘǳǊƛƴƎ ǎŜƎƳŜƴǘΩǎ ŜŀǊƴƛƴƎǎ ƛƴŎǊŜŀǎŜ ǿŀǎ 
due primarily to the impact of tax reform.

ÅtƭŀǎǘƛŎ ǎŜƎƳŜƴǘΩǎ ǊŜǾŜƴǳŜǎ ŀƴŘ ŜŀǊƴƛƴƎǎ ƛƴŎǊŜŀǎŜǎ 
primarily were due to increased PVC pipe prices 
resulting in improved operating margins. Earnings 
also were favorably impacted by tax reform.

ÅStrong balance sheet, investment-grade senior 
unsecured credit ratings and solid regulatory 
environment. 

ÅRaised 2018 consolidated earnings per share 
guidance range to $1.95-$2.10 from $1.90-$2.05 
per diluted share.

12%
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North Dakota Rate Case

First rate case filed since 2009 (based on 2007 costs)
Terms

Original rate request net of rider deficiency 
(November 2017)

$13.1 million in annual revenue or 8.7%

Adjusted net request (including tax rate adjustment) 
(March 2018)

$7.1 million in annual revenue or 4.8%

Settlement with NDPSC staff and intervenors 
(July 2018)

$5.4 million in annual revenue and allowed ROE 
of 9.77% on a 52.5% equity layer. No rate base 
adjustments from original request and the 
settlement allows for future rider recovery of 
the planned Astoria natural gas fired generating 
facility.
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SouthDakota Rate Case

First rate case in South Dakota since 2011 (based on 2009 costs)
Multi-year rate request (filed April 2018) Terms 

Å First step of request, including tax rate adjustment
ü Covers infrastructure investments and new customer 

information system. Reduced amount requested by more 
than $1 million due to lower federal tax rate. 

$3.3 million in annual  revenue or 10.1%

Å Second step of request
ü Covers investment in Merricourt wind (new renewable 

generation facility) upon completion.

$0.6 million in annual revenue or 1.7%             



8

Big Stone Area Transmission

(Complete)
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Merricourt Wind Farm

Project MerricourtWind Farm

Description 150 MWs

Schedule 2017-2020

OTP cost $270 million

Merricourt

ÅMN Resource Plan approved on March 16, 2017 allows up 
to 200 MWs of wind by 2020.

ÅAnticipate a capacity factor greater than 50%.

ÅTurnkey agreements have been signed with EDF.

ÅTurbines qualify for safe harbor.

ÅND PSC approved Advance Determination of Prudence. 

ÅND PSC has issued revised site permit.

ÅApproved in Minnesota for rider recovery with a cost cap. 

ÅMISO interconnection process is ongoing.

MERRICOURT WIND FARM
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AstoriaStation ςNatural Gas Plant

Project Astoria StationNatural Gas Plant

Description 250 MW Simple Cycle

Schedule 2019 - 2021

OTP cost $165 million

Astoria
ÅLocation intersects Big StoneςBrookings 345 KV line 

and Northern Border Pipeline.

ÅMN Resource Plan approved on March 16, 2017.

ÅND PSC approved Advance Determination of Prudence. 

ÅSDPUC issued site permit on July 26, 2018.

ÅSargent & Lundy secured as engineering firm.

ÅMISO interconnection process is ongoing.

BSSB ςBig Stone South to 
Brookings 345 kV CAPX 

Norther Border Natural 
Gas Line
пнέ ŘƛŀƳŜǘŜǊ
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RateBase Projects

Project

Our investment

(Millions) In-service

Percent 

complete

Recovery 

mechanisms

Fargo ςSt. Cloud (CapX2020) $81 2015 100%
Rider/Base Rates

Brookings Co. ςHampton (CapX2020) $26 2015 100% Rider/Base Rates

Big Stone Plant AQCS $200 2015 100% Rider/Base Rates

Big Stone South ςBrookings Co. 

(CapX2020 and MVP)
$73 2017 100% Rider/Base Rates

Big Stone South ςEllendale (MVP) $125 2019 85% Rider

Merricourt Wind Farm $270 2020 2% Rider/General Rate Case

Solar investment $30 2021 0% Rider/General Rate Case

Astoria Station (Hoot Lake Plant replacement): 
250 MW natural gas simple-cycle combustion turbine

$165 2021 3% Rider/General rate case

Ashtabula III: option to buy 62.4 MW wind farm $50

Option to 

purchase 

2022

NA Rider/General Rate Case
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Rate Base Growth
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Capital spending of 
$980 million for 

2018 to 2022 is 
divided among:

Regional transmission projects

Natural gas generation

Renewable generation

Ongoing system replacements
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Regulatory Framework

Riders   Minnesota  North Dakota South Dakota 
     

Wind projects  Rider recovery /  Rate case Rider recovery /  Rate case Rate case 

Transmission  Rider recovery /  Rate case Rider recovery /  Rate case Rider recovery /  Rate case 

Non-renewable 

Generation 

 

Rate case 

In State Preference/ADP/ 

Rate Case (Astoria Station 

rider eligible) 

Rate stability plan /  Rate case  

 

Environmental 

 MN plants and outstate 

plants with ADP: Rider 

recovery/rate case 

Rider recovery /  Rate case Rider recovery /  Rate case 

Fuel clause  Trued up annually Trued up monthly Trued up monthly 

Rate cases 

 
Forward-looking  

test year 

Forward-looking  

test year 

Historical test year with  

known-and-measurable  

adjustments 

Allowed ROE 

 

9.41% 

9.77% - Per settlement. 

Awaiting commission 

approval. 

7.96% return on rate base 

As requested in April 20, 2018 rate 

case filing. 

 

A constructive 
regulatory 
environment 
provides for 
timely recovery 
of capital 
and a fair 
economic 
return.  

We recover 
approximately 
47% of our five-
year capital 
expenditures 
through riders.  
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Manufacturing

Á Improved return on sales metrics at BTD.

ÁBTD is recognized by The Fabricator, an industry leading 

publication, with its 2018 Industry Award. 

Â Contract metal fabrication ςstamping, machining, 

tube bending, paint, welding, assembly 

ÂGrowth opportunities with existing customer base 

and expansion with new customers 

ÂManufacturer of plastic thermoformed horticultural 

containers, contract life science, industrial packaging 

and material handling components

Highlights
$4.2 

$5.7 

$11.1 

$13.7 

$0

$5

$10

$15

2015 2016 2017 6/30/18
LTM

Net Income ($ in millions)

$215.0 $221.3 $229.7 $248.8 

$0

$100

$200

$300

2015 2016 2017 6/30/18
LTM

Net Revenues ($ in millions)

*



15

Plastics

$157.8 $154.9 
$185.1 

$201.6 
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Net Revenue ($ in millions)

$12.1 
$10.6 

$21.7 

$27.7 

$0
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$20
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$30

2015 2016 2017 6/30/18
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Net Income ($ in millions)

ÁManaging business well in diverse business cycles.  

ÁOperational excellence.

ÁSensitive to economic conditions. 

ÁImpact on 2017 earnings per share from Gulf Coast hurricanes 
was $3.4 million or $.09/share.

ÂManufactures PVC (polyvinyl chloride) 

pipe in ND

ÂApproximate production capacity of 150 

mm lbs of PVC (~ 2.5% of total market)

ÂManufactures PVC pipe in AZ

ÂCurrent capacity of 150 mm lbs. 

(~ 2.5% of total market)

Highlights
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2018 2nd Quarter Earnings from Continuing Operations

($707)

$466

$628

$1,592

$15,000

$16,000

$17,000

$18,000

$19,000
$18,696

$16,717

$0.47

$0.42
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Q2 EPS 2018 VS. Q2 EPS 2017

Electric Manufacturing Plastics Corporate Consolidated

Q2 '17 Diluted EPS from continuing operations $0.26 $0.07 $0.12 ($0.03) $0.42

Weather 0.05 0.05

ND Interim rates, net of rate refund 0.02 0.02

Increase sales to industrial customers 0.03 0.03

 Lower revenues due to refund provision for TCJA (0.04) (0.04)

Change in MN final rates compared to interim rates (0.02) (0.02)

Fuel and purchased power (net) (0.02) (0.02)

Net decrease in transmission tariffs and rider revenues (0.01) (0.01)

Increase in O&M and depreciation expense (0.03) (0.03)

Other (0.02) (0.02)

Impact of TCJA - lower tax rates 0.04 0.04

Increase in gross margins 0.03 0.03

Increase in O&M expenses (0.03) (0.03)

Impact of TCJA - lower tax rates 0.02 0.02

 Price spread variance 0.03 0.03

 Net impact from volume variance (0.01) (0.01)

 Increase in O&M expenses (0.01) (0.01)

Impact of TCJA - lower tax rates 0.03 0.03

Corporate Impact of TCJA - lower tax rates (0.01) (0.01)

Q2 '18 Diluted EPS from continuing operations $0.26 $0.09 $0.16 ($0.04) $0.47

Q2 EPS 2017 vs. Q2 EPS 2018

Electric

Manufacturing

Plastics
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YTD EPS 2018 VS. YTD EPS 2017

Electric Manufacturing Plastics Corporate Consolidated

YTD June '17 Diluted EPS from continuing operations $0.65 $0.13 $0.18 ($0.04) $0.92

Weather 0.09 0.09

ND Interim rates, net of rate refund 0.05 0.05

Increase sales to industrial customers 0.05 0.05

Lower revenues due to refund provision for TCJA (0.08) (0.08)

Change in MN final rates compared to interim rates (0.06) (0.06)

Fuel and purchased power (net) (0.03) (0.03)

Increase in O&M (0.05) (0.05)

Depreciation expense (0.03) (0.03)

Other 0.01 0.01

Impact of TCJA - lower tax rates 0.08 0.08

Increase in gross margins 0.08 0.08

Increase in O&M expenses (0.04) (0.04)

Impact of TCJA - lower tax rates 0.03 0.03

 Price spread variance 0.10 0.10

 Net impact from volume variance 0.01 0.01

 Increase in O&M expenses (0.02) (0.02)

Impact of TCJA - lower tax rates 0.06 0.06

Increase in O&M expense (0.02) (0.02)

Impact of TCJA - lower tax rates (0.02) (0.02)

YTD June '18 Diluted EPS from continuing operations $0.68 $0.20 $0.33 ($0.08) $1.13

YTD June EPS 2017 vs. YTD June EPS 2018

Electric

Manufacturing

Plastics

Corporate
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2018 Earnings Guidance

Diluted Earnings Per Share Low High Low High Low High

Electric $1.24 $1.34 $1.37 $1.34 $1.37 $1.34 $1.37

Manufacturing $0.28 $0.26 $0.30 $0.26 $0.30 $0.26 $0.30

Plastics $0.54 $0.36 $0.40 $0.48 $0.52 $0.55 $0.59

Corporate ($0.25) ($0.16) ($0.12) ($0.18) ($0.14) ($0.20) ($0.16)

Total - Continuing Operations $1.81 $1.80 $1.95 $1.90 $2.05 $1.95 $2.10

Return on Equity 10.6% 10.1% 10.9% 10.6% 11.5% 10.9% 11.8%

2018 Guidance

February 12, 2018

2018 Guidance

May 7, 2018

2018 Guidance

August 6, 2018

2017 EPS

by

 Segment
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Capital Expenditures

(in millions) 2017 2018 2019 2020 2021 2022 Total

Capital Expenditures:

Electric Segment:

Renewables and Natural Gas Generation $2       $   163 $   267 $     20 $       82 $   534

Transformative Technology and 
Infrastructure 2 16 30 40 38 126

Transmission 38 26 10 13 9 96

Other 49 44 41 44 46 224

Total Electric Segment $     119 $     91 $   249 $   348 $   117 $     175 $   980

Manufacturing and Plastics Segments 14 15 14 15 14 14 72

Total Capital Expenditures $     133 $   106 $   263 $   363 $   131 $   189 $   1,052

Total Electric Utility Average Rate Base $  1,055 $1,108 $1,171 $1,430 $1,561 $1,597

2018-2022 Capital Expenditures
The following table shows our 2017 capital expenditures and 2018 through 2022 anticipated capital expenditures and electric util ity 
average rate base updated as of June 30, 2018. The primary items driving the changes in planned capital expenditures are a change in 
the timing of expenditures for the Merricourt wind generation project due to a change in the expected timing of MISO interconnection 
approval, and acceleration from 2023 to 2022 of the exercise of a purchase option on the Ashtabula III wind farm in North Dakota. 


