






1.0o/o ($745,000) increase effective August 1, 2005 (Case No. PU-04-578). However,

these rate increases have not been sufficient to offset the impacts of increased natural

gas system investment due to gas main reconstruction and relocation, capacity

upgrades, and customer growth. In addition, the Company has continued to see lower

distribution margins due to lower commercial sales resulting from customer

conservation efforts and response to high wholesale natural gas prices. Finally,

operating expense increases due to inflation, new information technology, and other

cost increases have also adversely affected the Company's financial results in North

Dakota.

Even with the previous two rate increases, Xcel Energy's average residential natural

gas delivery charges were lowerin 2006 than they were in 1984. In 1984, the average

natural gas customer paid about $16.52 for delivery of natural gas on the Xcel Energy

system in North Dakota. In 2006, the fixed monthly charge for residential customers

was only $15.69. With the proposed rates contemplated in this Settlement, North

Dakota residential consumers will be charged $18.60 per month for delivery services,

approximately a 13o/o increase over 1984 rates. This compares to an inflationary

increase of 95% in the consumer price index ("CPl") over the same 23 year period.

In addition to historically stable rates, progress is being made in other ways to help

alleviate high heating bills in North Dakota. The fixed monthly residential charge

approved by the Commission in 2005 reduced distribution charges during high natural

gas use months (winter) and removed disincentives for the Company to actively

promote conservation (Xcel Energy would implement a set of natural gas conservation

programs in North Dakota in 2007 under this Settlement to assist residential customers

in lowering their natural gas usage and monthly bills through wiser energy use). In

addition, the Company annually contributes to fuel assistance programs in the state,

and works closely with low-income agencies.

Rates resulting from this Settlement would continue to be reasonable, while allowing the

Company the opportunity to recover its costs, avoid another North Dakota rate increase

proceeding until at least 2010, and restore financial health for its North Dakota

operation.






















