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January 28, 2014

— VIA E-MAIL & FEDERAL EXPRESS —

Darrell Nitschke E @ E ﬂ W E

Executive Secretary

North Dakota Public Service Commission JAN 28 2014
State Capitol Building
600 East Boulevard, Dept. 408 NORTH DAKOTA

Bismarck, ND 58505-0480

PUBLIC SERVICE COMMISSION

RE: NORTHERN STATES POWER COMPANY FOR
ELECTRIC RATE INCREASE APPLICATION
HEARING EXHIBIT R
CASE Nos. PU-12-813, PU-13-706, PU-13-707, PU-13-708, PU-13-742, PU-
13-743, PU-13-194, PU-13-195

Dear Mr. Nitschke:

In follow-up to the Commission’s January 23, 2014 hearing on the Comprehensive
Settlement in the above referenced Cases, Northern States Power Company,
submits Late Filed Exhibit R and and updated Exhibit List showing all NSP,
NDPSC Staff and hearing exhibits.

During Mr. Sparby’s testimony at the formal hearing, he discussed the
Coordinating and Interchange Agreement from the 1980’s by which the two NSP
operating companies, NSPM and NSPW, share costs for the benefit of the entire
system. Mr. Sparby also indicated recollection of a related Settlement Agreement
to which multiple state regulatory commissions were signatories, resulting in a
similar examination of demand allocation methodologies as is contemplated by the
cutrent Settlement Agreement in this case. At the request of Commission
Advisoty Counsel, these documents were requested to be submitted as Exhibit R.
A brief description of each of the 3 documents comprising Exhibit R is included as
the first page of the exhibit.
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Darrell Nitschke
January 28, 2014
Page 2 of 2

Please contact me if you have any questions regarding the information included in
this submittal. I can be reached at debra.j.paulson@xcelenergy.com ot 612-330-

7571.

DEBRA] PA

MANAGER, RATE CASES

NORTHERN STATES POWER COMPANY

Sincerely,

cc:  Via Electronic Mail Only:
Patrick Ward, Administrative Law Judge
Ilona Jetfcoat-Sacco, NDPSC Advisory Staff Counsel
Mitch Armstrong, NDPSC Advisory Statf Counsel
Ryan Notrell, NDPSC Advocacy Staff Counsel
Kari Valley, NSP Counsel
Zeviel Simpser, Briggs & Morgan Outside Counsel for NSP
Mike Diller, NDPSC Advocacy Staff
Sara Cardwell, NDPSC Advocacy Staff
Pat Fahn, NDPSC Advisory Staff
Jerry Lein, NDPSC Advisory Staff



Northern States Power Company
2013 Electric Rate Increase
Application
Case No. PU-12-813

Formal Hearings 01/23/14

Exhibit List
Offered/Accepted | Exhibit | Document Description Witness Offering
| Pa

Stipulated NSP-1 | Cover Letter, Index, Rate N/A

Petition, Deficiency &

Proposed Revenue

Schedules, Interim Petition

and Schedules
Stipulated NSP-2 | Interim Rate Tariffs N/A NSP

(legislative & non-legislative) |
Stipulated NSP-3 | Tariff Summary and N/A NSP

Proposed Tariffs (legislative

& non-legislative)
Stipulated NSP-4 | Revenue Analysis Heuer, Anne NSP

Workpapers
Stipulated NSP-5 | Direct — Public McCarten, Laura NSP
Stipulated NSP-6 | Rebuttal — Public McCarten, Laura NSP
Stipulated NSP-7 | Direct — Public Foss, Steven NSP
Stipulated NSP-8 | Direct — Public O’Connor, Timothy | NSP
Stipulated NSP-9A | Rebuttal — Public O’Connor, Timothy | NSP
Stipulated NSP-9B | Rebuttal — Non-Public O’Connor, Timothy | NSP
Stipulated NSP-10A | Rebuttal — Public Koenig, Sharon NSP
Stipulated NSP-10B | Rebuttal — Non-Public Koenig, Sharon NSP
Stipulated NSP-11 | Direct — Public Perkett, Lisa NSP
Stipulated NSP-12 | Rebuttal —Public Perkett, Lisa NSP
Stipulated NSP-13 | Rebuttal — Public Brockett, Scott NSP
Stipulated NSP-14 | Direct — Public Bulkley,Ann NSP
Stipulated NSP-15 | Rebuttal — Public Bulkley, Ann NSP
Stipulated NSP-16A | Supplemental Direct — Public | Wishart, Steven NSP
Stipulated NSP-16B | Supplemental Direct — Non- | Wishart, Steven NSP

Public
Stipulated NSP-17 | Rebuttal — Public Wishart, Steven NSP
Stipulated NSP-18 | Direct - Public Heuer, Anne NSP
Stipulated NSP-19 | Rebuttal - Public Heuer, Anne NSP
Stipulated NSP-20 | Direct — Public Peppin, Michael NSP
Stipulated NSP-21 | Direct — Public Huso, Steven NSP
Stipulated NSP-22 | Rebuttal — Public Huso, Steven NSP
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Northern States Power Company

2013 Electric Rate Increase
Application
Case No. PU-12-813

Formal Hearings 01/23/14

Exhibit List
Offered/Accepted | Exhibit | Document Description Witness Offering
Party
NSP-23 | Opening Statement McCarten NSP
NSP-24 | Opening Statement Foss NSP
NSP-25 | Opening Statement O’Connor NSP
NSP-26 | Opening Statement Koenig NSP
NSP-27 | Opening Statement Perkett NSP
NSP-28 | Opening Statement Brocket NSP
NSP-29 | Opening Statement Bulkley NSP
NSP-30 | Opening Statement Wishart NSP
NSP-31 | Opening Statement Heuer NSP
NSP-32 | Opening Statement Peppin NSP
NSP-33 | Opening Statement Huso NSP
NSP-34 | NSP 10K (12-31-12) Majoros Cross NSP
NSP-35 | Yahoo Finance 1-yr look King Cross NSP
from Aug 2012- Aug 2013
NSP-36 | Moody’s (St. Louis fed, corp | King Cross NSP
bond) Jan 2012-July 2013
NSP-37 | DR1-004 Supplement NSP
NSP-38 | Corrections to Filed NSP
Testimony
'NSP Exhibits: 01/23/14 |
Stipulated NSP-39 | Settlement Agreement dated | Jointly by Advocacy
December 13, 2013, Staff and NSP
including cover letter,
agreement and Attachments
A through G
Stipulated NSP-40 | Supplemental Testimony Sparby NSP
Supporting Settlement -
Public
Stipulated NSP-41 | Supplemental Testimony Sederquist NSP
Supporting Settlement -
Public
Stipulated NSP-42 | Supplemental Testimony Sederquist NSP
Supporting Settlement —
Non-Public
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Northern States Power Company
2013 Electric Rate Increase
Application
Case No. PU-12-813

Formal Hearings 01/23/14

Exhibit List
Offered/Accepted | Exhibit | Document Description Witness Offering
Party
Stipulated NSP-43 | Settlement Workpapers — NSP
Non-Public
Stipulated NSP-44 | NSP Response to December NSP

10, 2013 Notice (12/20/13)

Stipulated PSC-1 | Direct Testimony & Exhibits | Majoros, Michael J. | PSC
Stipulated PSC-2 | Supplemental Testimony Majoros, Michael . | PSC
Stipulated PSC-3 | Direct Testimony & Exhibits | King, Charles W. PSC
Stipulated PSC-4 | Revised Direct Testimony & | Mugrace, Dante PSC
Exhibits
Stipulated PSC-5 | Direct Testimony & Exhibits | Pavlovic, Karl PSC
Richard
Stipulated PSC-6 | Supplemental Testimony Pavlovic, Karl PSC
Richard
Stipulated PSC-7 | Direct Testimony & Exhibits | Cardwell, Sara PSC
PSC-8 | Table from 8-15-13 Cable PSC
Report (reporting required
from last rate case)
PSC-9 | Attachment A to DR 10-003 PSC
PSC-10 | GND Chamber info (3 pgs) PSC
PSC-11 | DR Response 8-68 PSC
Supplement
PSC-12 | Monthly Peaks 2005-2012 PSC
(Cardwell prepared graph

from Brocket Schedule 2)
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Northern States Power Company

2013 Electric Rate Increase
Application
Case No. PU-12-813

Formal Hearings 01/23/14

Exhibit List
Offered/Accepted | Exhibit | Document Description Witness Offering
Party
PSC-13 | Empire Distribution Value PSC
Line Chart
PSC-14 | DR Response 5-14 PSC
PSC-15 | DR Response 5-65 PSC
PSC-16 | Opening Statement Majoros PSC
PSC-17 | Opening Statement King PSC
PSC-18 | Blue Chip Forecast/Actual | King PSC
Comparison
PSC-19 | Opening Statement Pavlovic PSC
PSC-20 | Opening Statement Mugrace PSC
PSC-21 | Opening Statement Cardwell PSC
PSC-22 | Cotrection to Testimony (To PSC
be filed)
PSCAdvocacy Staff Exhibits: 01/23/14 |
Stipulated PSC-23 | Direct Testimony of Diller Pal
Advocacy Staff Supporting
Settlement
Stipulated PSC-24 | Additional Direct Testimony | Diller PSC
of Advocacy Staff
Supporting Settlement
Stipulated PSC-25 | NDPSC December 10, 2013 PSC

Notice of Intent to Consider
Recotds in Case Nos.: PU-13-7006,
PU-13-707, PU-13-708, PU-13-
194, PU-13-195, PU-13-742, PU-
13-743, PU-09-61, PU-10-580,
PU-07-790
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Northern States Power Company
2013 Electric Rate Increase
Application
Case No. PU-12-813

Formal Hearings 01/23/14
Exhibit List

Jurisdictional Demand Allocator - Order approving 12CP and
identification of prior method used.

Pending ADP Cases for Which Cost Recovery is Not Requested in PU-
12-813

Trade Secret version of Response to Data Request 2-8
Charitable & Economic Development Expenditures over part 20 Years

Opportunity for us of Intelliteam switched in Grand Forks, Minot ot
more in Fargo.

Demonstration of Cost Savings by Having Annual Incentive Plans
J.P. Motgan Report (August 20, 2013)

State of New York Orders demonstrating use of sustainable growth
models

2012 End of Year ND Jurisdiction Utility Plant in Service

July 2013 Sales Forecast Update—ND Jurisdiction Total Sales for 2013
by Customer Class by Month

Updated Monthly Billed/Net Unbilled and Calendar Interim Rate
Revenues (update data request response 5-65 for Apr-Jul 2013

Executive compensation assigned to ND Jurisdiction
Lobbing Cost -- Definition and Rate Case Treatment

Penston — Expected Returns and % Funding Levels, including
explanation

Comparison of Staff and NSP Capital Structures
Comparison of Statf and NSP Revenue Requirements by Issue

Chronology of MN Legislative Mandates and Associated Regulatory
Actions

TCR Rider Information, Interaction with Base Rates and Workpapers
NSP Interchange Agreement History: 1984-1986

Page 5



Case PU-12-813

Northern States Power Company
North Dakota Electric Rate Case

NSP Interchange Agreement History: 1984-1986

Exhibit R
Page 1 of 152

Sept 17, | Coordinating Agreement/Interchange Agreement between | PDF
1984 NSPM and NSPW. This is the agreement under which the | pages
NSP system companies coordinate their planning and 2-71
operations and sell power and energy to each other.
FERC Docket No. ER 84-690
May 31, | Settlement Agreement related to the September 17, 1984 PDF
1985 Interchange Agreement filing with FERC. This settlement | pages
identifies a demand allocation study is to be done by 72-93
December 31, 1986. Four state commissions were
signatories including North Dakota, Minnesota, South
Dakota and Wisconsin.
FERC Docket No. ER 84-690
Dec Report on the Examination of Demand Allocation PDF
1986 Methodologies and Demand and Energy Measurement. pages
This report was developed in satisfaction of Article 3.1 of | 94-152
the May 31, 1985 Settlement Agreement. A March 2, 1987
filing made in FERC Docket ER 87-279 indicated this
study was shared with parties in early January 1987.




Case PU-12-813
Exhibit R
Page 2 of 152

AGREEMENT TO
COORDINATE PLANNING AND OPERATIONS AND
INTERCHANGE POWER AND ENERGY
Among

NORTHERN STATES POWER COMPANY (Minnesota)
and

NORTHERN STATES POWER COMPANY (Wisconsin)
and

LAKE SUPERIOR DISTRICT POWER COMPANY
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Case PU-12-813 -
ExhibitR. - ;

Page 3 of 152
AGREEMENT TO
COORDINATE PLANNING AND OPERATIONS AND
INTERCHANGE POWER AND ENERGY
Among
NORTHERN STATES POWER COMPANY (Minnesota)
NORTHERN STATES POV?J?-Z% COMPANY (Wisconsin)
LAKE SUPERIOR DIS'Fg(IiCT POWER COMPANY
Table of Contents
Article Title Page
1 Recitals )
I1 Objectives of Interchange Agreement 4
11 Definitions 5
v Coordinating Committee 5
V. Planning 7
VI Interconnection of Systems 7
VII Operation and Maintenance 7
VIII Metering .9
IX Sales 10
X Charges 11
X1 - : General Provisions . 12
XII Termination of Existing Agreements 16
XIII Term of Agreement 16
XIv Features of Interchange Agreement Subject

to Automatic Adjustment Under Formula-type
Provisions and Features Subject To Adjust-
ment Only by Filing Under Federal Power Act 17_
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- AGREEMENT TO COORDINATE PLANNING AND OPERATIONS
and
INTERCHANGE POWER AND ENERGY

ARTICLE 1
Recitals

1.1 THIS AGREEMENT, hereinafter referred to as the Interchange

Agreement, is made this 17th day of _September , 1984, by and

among NORTHERN STATES POWER COMPANY, a Minnesota corporation,
hereinafter referred to as "NSP (Minn)"; and NORTHI:ZRN STATES POWER
COMPANY, a Wisconsin corporation, hereinafter referred to es v"NSP
(Wis)"; and LAKE SUPERIOR DISTRICT POWER COMPANY, a Wisconsin

corporation, hereinafter referred to as "LSDP."

1.2 WHEREAS, the parties to this Agreement, hereinafter called
"Parties" collectively, or "Party" singularly, are the owners and operators
of electric generation and transmission facilities (hereinafter called "power
supply facilities") and are engaged in the business of providing electric

power and energy at retail and wholesale; and

1.3 WHEREAS, NSP (Wis) and LSDP are subsidiaries of NSP (Minn);

and

1.4 WHEREAS, the Parties for many years have coordinated the
planning and operation of their power supply facilities under wvarious
coordinating agreements, the most recent of which was entitled
"Coordinating Agreement Among Northern States Power Company \
(Minnesota) and Northern Stat;es Power Company (Wisconsin) and Lake

Superior District Power Company" ("the 1982 Contract"); and
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Exhibit R« .

Page 5 of 152

Formula-type Procedures for Development of
Amounts of Power Sales

Formula-type Procedures for Development of
Amounts of Energy Sales

Formula-type Procedures for Development of Unit
Rates for Power Sales

Formula-type Procedures for Development of Unit
Rates for Energy Sales

Formula-type Procedures for Development of
Demand Related Costs

Formula-type Procedures for Development of
Energy Related Costs

Specification of Rate of Return on Common
Equity

Specification of Average Monthly Peak Demands
Specification of Depreciation Rates

Specification of Demand and Energy
Classification of Production Expenses

Example of Development of Unit Rates for
Power and Energy Sales
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1.5 WHEREAS, the object of the coordination among the Parties has

been to plan and operate their power supply facilities as an integrated

electric system; and

1.6 WHEREAS, such integrated system planning and operation

provides benefits to the Parties and their respective customers, including

opportunities for:

A.

The construction of new generation and
transmission facilities of optimum size to produce
maximum economics of scale for the i’arties'
combined electric system as a whole;

The economical use of capacity and energy
available from variations in load patterns
resulting from the diversity of loads imposed by .
the respective Parties;

The utilization of the seasonal and diversity
patterns of other utilities not contiguous to each
of the respective Parties for the outlet of
surplus capacity and energy whi_ch may be
available from time to time, together with the
opportunity, because of such variation in
seasons and diversity of loads, to acquire
capacity and energy from other utilities and thus
avoid or defer the construction of generating
capacity to meet seasonal loads:

The pooling of reserves to reduce the magnitude

of reserve capacity required by the respective
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Parties in order to assure reliable service to
their respective customers; |

E. Improvement in the reliability of electric service
through the use of transmission interconnections
which provide the respective Parties with the
opportunity to call upon one another as well as
other utilities with which they, or any of them,
are interconnected to provide backup service in
case of emergencies or breakdowns in excess of
the reserves carried by the respective Parties;
and

F. The provision of the most economical energy for
the customers of the respective Parties by use of

a centralized economic dispatch system.

1.7 WHEREAS, the Parties having plaﬁned and operated their power

supply facilities as an integrated system, it is fitting that each should

bear the same unit cost of power supply as the others; and

1.8 WHEREAS, under the 1982 Contract the unit cost of power
supply was equalized among the Parties through sales of power and

energy among the Parties as set out in the contract; and

1.9 WHEREAS, the Parties desire to continue to plan and operate
their power supply faciliies on an integrated system basis and, through
sales among themselves, to equalize their unit power supply costs; and
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1.10 WHEREAS, the rates under which the sales of power and energy
were made among the Parties under the 1982 Contract were formula rates

stated in generalized terms; and

1.11 WHEREAS, the Parties' desire to provide for greater specificity
in the formula rates under which the sales among themselves are made
and to perfect and refine the cost of service procedures contained in the

formula rates;

1.12 NOW, THEREFORE, in consideration of the .foregoing and the
mutual covenants and agreements hereinafter stated, the Parties agree

and contract as follows:

ARTICLE IT
Objectives of Interchange Agreement

The objectives of this Interchange Agreement are (1) to provide
the contractual basis for the continued planning and operation of the
power supply faciliies of the Parties in such a manner as to achieve the
maximum possible economies consistent with the highest practicable
reliability of service and (2) to provide the basis for determining ‘the
amounts of power and energy needed to be sold among the Parties and
the charges for such sales in order to equalize the Parties' unit costs of

power supply.
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ARTICLE III
Definitions
3.1 "Sales of power and energy" are the sales of power in kilowatts
and the sales of energy in kilowatt-hours made under this Interchange

Agreement by each Party to the other Parties.

3.2 "Generation faciliies" are those facilities of the Parties which
produce power and energy and introduce it into the transmission

facilities.

3.3 "Transmission faciliies” are all facilities which serve a

transmission function.

3.4 "Power supply faciliies” consist of both generation and

transmission facilities as defined above.

3.5 A Party's "system" refers to the system of power supply
facilities which'it owns. Where the context indicates such intent,
"system" refers to the combined system of power supply facilities of all

Parties.

ARTICLE IV
Coordinating Committee

Coordinating Committee. The Parties shall est_a}blish a committee

to be known as the Coordinating Committee to coordinate planning and
operations among themselves. Each of the Parties shall designate, in
writing, two persons who are to act as its representatives on the

committee. The Coordinating Committee shall be responsible for the

following:
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A. Coordinating the planning and design of
generation and transm?ssion facilities to be
installed by the Parties in the ensuing 10 year
period;
B. Céordinating the operation and maintenance of
generation and transmission facilities of the
Parties; |
C. Administering procedures for determining the
amounts of power and energy sold among the
Parties in accordance with the provisions of this
Interchange Agreement;
D. Administering the development of monthly
charges under the formula rates contained in
this Interchange Agreement; and
E. Such other matters as the Coordinating
Committee may determine to be necessary or
desirable in order to carry out the purposes of
this Interchange Agreement.
The Coordinating Committee shall select a chairman and vice-chairman
from its members, and the chairman, or in his absence the vice-chairman,
shall convene meetings of the committee from time to time as deemed
appropriate. The chairman and the vice chairman shall_pot be employees

of the same Party.

OHEDIBLA L R
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ARTICLE V
Planning

The .Parties agree that their power supply facilities shall be
planned and developed on the basis that their combined individual systems
constitute an integrated electric system and that the objective of their
planning shall be to maximize the efficiency and reliability of the system

as a whole.

ARTICLE V1
Interconnection of Systems

6.1 Transmission Facilittes. The Parties shall maintain adequate

interconnections between their respective systems which will permit

interchange of electric power and energy pursuant to this Interchange

Agreement.

6.2 Associated System Facilities. Each Party shall provide in its

system facilities for such telemetering, load control, communication, and
relay protection as is necessary for the proper operation of the

interconnected systems.

ARTICLE VII
Operation and Maintenance

7.1 Operastion. The interconnected systems of the Parties shall be
operated in continuous syrichronism and in coordination with each other.
If the synchronous operation of the systems becomes interrupted because

of reasons beyond the control of any Party or because of scheduled
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construction or meintenance, the Parties shall cooperate to remove the
cause of the interruption &s soon as practicable and restore the systems

to normal operating condition.

7.2 Service Conditions. It is intended that no Party shall be

obligated to deliver reactive power to any other Party or to receive
' reactive power from any other Party when to do so may introduce
objectionable operating conditions on the system of any Party. It is
recognized that in order to assure adequate service and economical use of
the facilities of the Parties' systems it may ‘be necesse;ry from time to time
to establish operating procedures for carrying reactive power loads of one

system by the others.

7.3 Recognition of Flow of Power and Energy. It is recognized by

the Parties thét their respective electric systems are and will be directly
or indirectly interconnected with electric systems owned or operated by
others, that the flow of power and energy among the systems of the
Parties will in part be controlled by the physical and electrical
characteristics of the faciliies involved and the manner in which they are
operated, and that part of the power and energﬁr being delivered under
this Interchange Agreement may flow through ‘such other systems rather
than through the facilities of the Parties.

Each Party shell at all times cooperate with other interconnected
systems in establishing arrangements which may be -necessary to relieve

any hardship on other systems caused by energy flows from deliveries

hereunder.

7.4 Correction of Trouble. In the event that the interconnected

operation of the systems herein contemplated results in trouble on any
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Party's system including, but not limited to, interruptions, grounds,

communication interference, unreasonable surges, or objectionable voltage
fluctuations, where such trouble is caused by the method of operation or
the faciliies employed by another Party. its customers, or fourth party
suppliers connected to its lines, such trouble shall be corrected by the
Party on or through whose system it originates within a reasonable time

after written notice thereof.

7.5 Emergency Service from a Fourth Party. In the event of an

emergency on a Party's system the other Parties shall procure emergency
service from other systems which may be available. Any Party procuring
such service shall be the sole judge of its ability to supply emergency

service.

ARTICLE VIII
Meteﬁng

8.1 Metering. Suitable metering equipment shall be installed for
determining the flow of power and energy among the Parties. The
ownership of and responsibility for metering 9quipment shall be
determined by the Parties. Any Party may at any time install and

maintain duplicate meters at its own expense.

8.2 Meter Readings. Each Party shall read its meters at times to

be agreed upon and promptly forward such registrations to the other
Parties.

8.3 Meter Tests, Accuracy, and Adjustments. Each meter shall be

tested periodically and maintained in an accurate condiﬁon by the Party

A BRBARR T SR TR T
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owning the meter in accordance with rules prescribed by regulatory
bodies having jurisdiction thereof. Adjustments of any meter readings for
meter error shall not extend beyond 60 days prévx‘ous to day on which
inaccuracy is discovered. Should any metering equipment at any time fail
to register, or should the registration thereof be so erratic as to be
meaningless, the quantities of power and energy delivered shall be

determined from the best information available.

ARTICLE IX
es

9.1 Amount of Sales. The Parties shall sell power and energy to
each other in amounts that will allow them to achieve equal unit coéts of
power supply. The amount of power sold by each Party to the other
Parties in each billing month shall be determined as set out in Exhibit I
hereto. The amount of energy sold by each Party to the other Parties in

each billing month shall be determined as set out in Exhibit II hereto. "

9.2 Character of Service. Power and energy sold hereunder shall

be delivered as three-phase alternating current, at a frequency of
approximately 60 Hz with such variations from nominal voltages as may be

mutually established from time to time.

9.3 Continuity of Delivery. Power and energy sold hereunder shall

be furnished continuously except for interruptions‘ or curtailments in
service caused by an uncontrollable force, or by operation of devices
installed for system protection, or by the necessary installation,
maintenance, repair, and replacement of facilities. Such interruptions or

reductions in service shall not constitute a breach of this Interchange
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Agreement, and no Party shall be lable to the others for damages
resulting therefrom. Except in case of emergency, each Party shall give
reasonable advance notice of temporary interruptions or curtailments in
service necessary for such installations, maintenance, repair, and
replacement of facilities, and sheall attempt to schedule such interruptions

or curtailments as convenient for all Parties.

ARTICLE X
Charges

10.1 Compensation General Principle. The objective of the charges

provided for herein is to compensate the Party selling power and energy .
for its full fixed costs including return and its full variable costs of

producing and transmitting the power and energy.

10.2 Monthly Charges. The Parties selling power and energy under

this Interchange Agreement shall charge the unit rates for power (dollars
per kilowatt) developed each month pursuant to Exhibit III hereof and the
unit rates for energy (mills per kilowatt-hour) developed each month
pursuant to Exhibit IV hereof. The unit rate for power for each Party
shall be applied to the number of kilowatts of power sold by the Party
pursuant to Paragraph 9.1 hereof in the billing month, and the unit rate
for energy for each Party shall be applied to the number of
kilowatt-hours sold by that Party pursuant to that P.aragraph.

10.3 True-up for Payments for Power. The unit rates for power

developed pursuant to Exhibit III hereof shall initielly be developed on
the basis of estimated data for'the calendar year. When actual cost data

are available, the total annual costs shall be redetermined and the total
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annual payment by each Party shall be adjusted to reflect the actual cost
data. The specification of average monthly coincidental peak demands
specified in Exhibit VIII shall not, however, be adjusted to actual data in
the true-up process. The adjustment shall be accomplished by a
surcharge or credit, whichever is appropriate, on the next statement
prepared under Paragraph 10.4 hereof. The estimated.data for the
calendar year used to develop the unit rates for power may be adjusted

from time to time to reflect significant revisions in estimates.

10.4 Statements. As promptly as practicable after the first day of
each calendar month, the Parties shall cause to be prepared a statement
setting forth the transactions and charges between the Parties during the
preceding month in such detail and with such éeg‘regations as may be
needed for operating records or for settlements under the provisions of
this Interchange Agreement. The statement shall set forth in detail the

charges and credits to each Party and the net balance due.

10.5 Method of Settlement. The Party or Parties owing a net balance

due, as set forth in the monthly statement, shall pay the net balance due

within 10 days of the date of the statement.

ARTICLE XI
General Provisions

11.1 Reports and Information. Each Party shall, upon request,

furnish to the other Parties such reports and information concerning its
system operations as are reasonably necessary to enable each member of
the Operating Committee to make an informed judgment on all matters

considered by the Committee.
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11.2 Uncontrollable Force. No Party shall be considered to be in

default in respect of any obligation hereunder if prevented from fulfilling
such obligation by reason of an uncontrollable force. The term
"uncontrollable force" shall include, among others, such causes as failure
of facilities, flood, earthquake, storm, lightning, fire, epidemic, war,
riot, civil disturbance, labor disturbance, sabotage, delay in receiving
supplies and materials, collision, or restraint or order of court or public
authority having jurisdiction, r;‘r other causes beyond the control of the
Party affected, and which by exercise of due diligence and foresight
could not reasonably have been avoided. Any Party unable to fulfill any
obligation by reason of an uncontrollable force shall remc\ﬁe said inability
with reasonable dispatch; except that the settlement of strike or labor
disturbance shall be entirely within the discretion of the Party incurring

the strike or disturbance.

11.3 Indemnity. Each Party agrees to defend, indemnify, and hold
harmless the other Parties against any and all claims, liability, loss,
damage, or expense caused by or resulting from the negligent acts or
omissions of the indemnifying Party, its employees or agents in connection

. with the performance of this Interchange Agreement.

11.4 Waivers. Any waiver at any time by a Party of its rights with
_respect to default of this Interchange Agreement or with respect to any
other matter arising in connection with this Interchange Agreement, shall
not be deemed a waiver with respect to any subsequent default or matter.
Any delay, short of the statutory period of limitation, in asserting of
enforcing any right under thi—s Interchange Agreement, shell not be

deemed a waiver of such rights.
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11.5 Right of Access. Each Party shall give authorized agents and

employees of any other Party the right to enter its premises at all
reasonable times for the purpose of reading or checking meters, for
constructing, testing, repairing, renewing, exchanging, or removing any
or all of such other Party's equipment which may be located on the

property of the Party or performing any work incident hereto.

11.6 Successors and Assigns. This Interchange Agreement shall

inure to the benefit of, and shall bind, the successors of the Parties
hereto but shall not be assigned by any Party without first securing

written consent of the other Parties.

11.7 Limitation as to Fourth Parties. The signatories hereto shall be

the only Parties in interest to this Interchange Agreement. This
Interchange Agfeement is not intended to and shall not grant rights of
any character whatsoever in favor of any person, corporation,
association, or entity other than the Parties, and the obligations herein

assumed by the Parties are solely for the use and benefit of the

Parties. Nothing herein contained shall be construed as permitting or
vesting in any person, corporation, association, or entity other than the
Parties, any rights hereunder or in any of the electric facilities owned by

the Parties or the use thereof.

11.8 Independent Contractors. It is agreed among 'the Parties that

by entering into this Interchange Agreement providing for coordinated
planning and operation of their systems, the Parties shall not become
partners, but as to each other and to third persons, the Parties shall

remain independent contractors in all matters relating to this Agreement.
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11.9 Notices. Any notices, demands, or requests, required or
authorized by this Interchange Agreement, shall be deemed properly
given if mailed postage prepaid, to the President, NSP (Minn),
Minneapolis, Minnesota, on behalf of NSP (Minn), and the President, NSP
(Wis), Eau Claire, Wisconsin, on behalf of NSP (Wis) and the President,
LSDP, Eau Claire, Wisconsin, on behalf of LSDP. The designation of the
persons to be notified or the address of such person may be changed at

any time by similar notice.

11.10 Regulatory Approval. This Interchange Agreement and all

obligations hereunder are subject to the regulation of the Federal Energy
Regulatory Commission and any other regulatory body or governmental

authority having jurisdiction thereof.

11.11 The interpretation and performance of this Interchange
Agreement shall be in accordance with and controlled by the laws of the

State of Minnesota.

ARTICLE XII
Termination of Existing Agreements

The following agreements are terminated as of the date that this
Interchange Agreement is permitted to become effective as a rate schedule
under Section 205 of the Federal Power Act. -

A. Coordinating Agreement, dated April 23, 1982.

B. Amendment to Coordinating Agreement, Article

7.09, Determination of Return on Investment,

dated October 29, 1982.
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Termination of the foregoing agreements shall have no effect on unpaid
bills or other liabilities which may have accrued as of the date of

termination.

ARTICLE XIII
Term of Agreement

This Interchange Agreement shall become effective as of the
date that it is permitted to become effective as a rate schedule under
Section 205 of the Federal Power Act and shall continue in effect for a
period of 10 years from that date. The contract may be terminated as of
any date after the initial ten year beriod by any Party's giving the other
Parties five years written notice. The Interchange Agreement may be
terminated at any time by mutual agreement of the Parties. The
applicable provisions of the Interchange Agree_m_ent shall continue in effect
after termination to the extent necessary to provide for final billings and

adjustment.

ARTICLE XIV
Features of Interchange Agreement Subject to
Automatic Adjustment Under Formula Prowvisions
and Features Subject to Adjustment Only by Filing
Under Federal Power Act

14.1 Automatically Adjusting Features. It is the intent of the

Parties that Exhibits I, II, III, IV, V and VI of this' Interchange

Agreement establish formula-type procedures for developing the amounts
of power and energy sales and the unit rates charged for such sales and
that the amounts developed under the formula-type procedures set out in

those exhibits will adjust automatically from time to time as provided in
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the exhibitsA and that no filings will be made at the Federal Energy

Regulatory Commission or any successor agency to reflect such automatic
adjustments. It is the further intent of the Parties that any change in
the formula-type procedures set out in the above specified exhibits shall

be filed as & rate change under the Federal Power Act.

14.2 Features Not Automatically Adjusting. It is the intent of the

Parties that the values and data specified in Exhibits VII, VIII, IX.‘ X
and XI shall not be subject to automatic'adjustinent and may be changed
only by filing revised sheets as a rate change under the Federal Power
Act. The Parties contemplate that a revised Exhibit VIII will be filed
annually at the end of each calendar year to specify the projected
average monthly peak demands for the succeeding calendar year, but that
if the projected demands-are not available before the commencement of the
calendar year to which they apply, they may be filed as soon in that
calendar year as feasible, with a request, in which all the Parties shall
concur, that they be made effective as of the first day of the calendar

year.

14.3 Example of Development of Unit Rates. ~Exhibit XI illustrates in

detail the development of the unit rates for power and energy sales. It
is the intent of the Parties that no material change in the procedures
used to develop the unit rates will be made without filing a revised
Exhibit XI illustrating the change as a rate change under the Federal
Power Act.
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IN WITNESS WHEREOF, the Parties have caused this instrument to
be executed by their respective authorized officials as of the day and

year first above written.

ATTEST NORTHERN STATES POWER COMPANY
(MINNESOTA)
By . BY Xl AL, &AVV&
ASSISTAN ETARY "Executive Vice President

- NORTHERN STATES POWER COMPANY
(WISCONSIN)

BY~~®¢“’--’V/

/ )Secretary

LAKE SUPERIOR DISTRICT POWER

COMPANY
.

- 7 7
S cretary P&esident and Chiel Executive Oificer
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Exhibit
Exhibit
Exhibit
" Exhibit
Exhibit
Exhibit

(- Exhibit
Exhibit
Exhibit

Exhibit

Exhibit

II

III

XI

Operations and Interchange Power and Energy

EXHIBITS

Formula-type Procedures for Development of
amounts of Power Sales

Formula-type Procedures for Development of
Amounts of Energy Sales

Formula-type Procedures for Development of
Unit Rates for Power Sales

Formula-type Procedures for Development of
Unit Rates for Energy Sales

Formula-type Procedures for Development of
Demand Related Costs

Formula-type Procedures for Development of
Energy Related Costs

Specification of Rate of Return on Common Equity
Specification of Average Monthly Peak Demands
Specification of Depreciation Rates

Specification of Demand and mergy CQlassification
of Production Expenses

Example of Development of Unit Rates for Power
and Energy Sales
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Operations and Interchange Power and Energy

FORMULA-TYPE PROCEDURES FOR DEVELOPMENT OF AMOUNTS OF POWER SALES

The monthly amounts of sales of power by each Party to the other Parties
shall be determined as follows: ’

A - NSP (Minnesota) Power Sales to NSP (Wisconsin) and LSDP:

PS to NSP(Wis) = NSP(Minn) Demand x NSP(Wis) Demand
' System Demand

PS to LSDP = NSP(Minn) Demand x LSDP Demand
System Demand

B - NSP (Wisconsin) Power Sales to NSP (Minnesota) and LSDP:

PS to NSP(Minn) = NSP(Wis) Demand x NSP(Minn) Demand
System Demand

PS to LSDP = NSP(Wis) Demand x LSDP Demand
System Demand

C - LSDP Power Sales to NSP (Minnesota) and NSP (Wisconsin):

PS to NSP(Minn) = LSDP Demand x NSP(Minn) Demand
System Demand

PS to NSP(Wis) = LSDP Demand x NSP(Wis) Demand
System Demand

Where:

“ps" is the amount of power sold in KW by the selling Party to the
purchasing Party in the billing month. .

"pemand® is each Party's demand in KW, based on a forecast of its average
twelve monthly coincidental peak demands for the year of application.’ '

"System Demand"” is the NSP System demand in KW, based on a forecast of the

total NSP System average twelve monthly peak demands for the year of
application.

Exhibit VIII shows the development of the average twelve monthly
coincidental peak demands for each Party and for the total NSP System as
well as the forecast monthly peak load data.
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Operations and Interchange Power and Energy

FORMULA-TYPE PROCEDURES FOR DEVELOPMENT OF AMOUNTS OF ENERGY SALES

| The monthly amounts of sales of energy by each Party to the other Parties shall be
determined as follows:

A - NSP(Minnesota) Energy Sales to NSP(Wisconsin) and LSDP:

ES to NSP(Wis) = NSP(Minn) Energy Requirements x NSP(Wis) Energy Requirements
System Energy Requirements

ES to LSDP = NSP(Minn) Energy Requirements x LSDP Energy Requirements
System Energy Requirements

B - NSP(Wisconsin) Energy Sales to NSP(Minnesota) and LSDP:

ES to NSP(Minn) = NSP(Wis) Energy Requirements x NSP(Minn) Energy Requirements
System Energy Requirements

ES to LSDP = NSP(Wis) Energy Requirements x LSDP Energy Requirements
System Energy Requirements

C - LSDP Energy Sales to NSP(Minnesota) and NSP(Wisconsin):

ES to NSP(Minn) = LSDP Energy Requirements x NSP(Minn) Energy Requirements
System Energy Requirements

ES to NSP(Wis) = LSDP Energy Requirements x NSP(Wis) Energy Requirements
System Energy Requirements

Where:

"ES" is the amount of energy sold in kwh by the sellmg Party to the purchasmg ;
Party in the billing month. 1
|

"Energy Requirements” are each Party's energy requirements in kwh for the billing
month.

.. "System Energy Requirements" is the total System energy requirements in kwh for the
billing month. \
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Agreement to Coordinate Planning and ~ Exhibit III
Operations and Interchange Power and Energy

FORMULA-TYPE PROCEDURES FOR DEVELOPMENT OF UNIT RATES FOR POWER SALES

The monthly unit rates for the sales of kilowatts of power by each Party to
the other Parties shall be determined as follows:

A - NSP (Minnesota) m@d Rate for sales to NSP (Wiscdnsin) and LSDP:

DR to NSP(Wis) and/éDP = NSP(Minn) Demand Costs
' NSP(Minn) Demand

B - NSP (Wisconsin) Demand Rate for sales to NSP (Minnesota) and LSDP:

DR to NSP(Minn) and LSDP = NSP(Wis) Demand Costs
NSP(Wis) Demand

C - LSDP Demand Rate for sales to NSP (Minnesota) and NSP (Wisconsin):

DR to NSP(Minn) and NSP(Wis) = LSDP Demand Costs
LSDP Demand

Where:

"DR" is the monthly unit demand rate (rate in dollars per KwW) for power
sales by each Party to other Parties.

"Demand Costs" are the demand related costs developed for each Party for
the billing month under Exhibit V.

"Demand" is each Party's demand, based on a forecast of its average twelve

monthly coincidental peak demands for the year of application as shown in
Exhibit VIII.

o:‘ /P
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FORMULA-TYPE PROCEDURES FOR DEVELOPMENT OF UNIT RATES FOR ENERGY SALES

The monthly unit rates for the sales of kilowatt-hours of energy by each Party
to the other Parties shall be determined as follows:

A - NSP(Minnesota) Energy Rates for sales to NSP(Wisconsin) and LSDP:

ER to NSP(Wis) = NSP(Minn) Energy Costs NSP(Wis) Time
., NSP(MInn) Energy Requirements X of Use Ratio

ER to LSDP = NSP(Minn) Energy Costs LSDP Time
NSP(Minn) Energy Requirements X of Use Ratio

B - NSP(Wisconsin) Energy Rates for sales to NSP(Minnesota) and LSDP:

il

ER to NSP(Minn) = NSP(Wis) Energy Costs ' NSP(Minn) Time

NSP(Wis) Energy Requirements * of Use Ratio

P
ks
g

ER to LSDP = NSP(Wis) Energy Costs LSDP Time E

NSP(Wis) Energy Requirements * of Use Ratio . g

C - LSDP Energy Rates for sales to NSP(Minnesota) and NSP(Wisconsin):

ST OO R - R

ER to NSP(Minn) = LSDP Energy Costs NSP(Minn) Time
LSDP Energy Requirements X of Use Ratio
ER to NSP(Wis) = LSDP Energy Costs x NSP(Wis) Time

LSDP Energy Requirements of Use Ratio

Where:

"ER" is the monthly unit energy rate (rate in dollars per kwh) for energy sales
fram each Party to the other Parties.

"Energy Costs" are each Party's energy costs for the billing month.

"Energy Requirements" are each Party's energy requirements in kwh for the
billing month. '
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Agreement to Coordinate Planning and Exhibit IV
Operations and Interchange Power and Energy . Page 2 of 2

FORMULA-TYPE PROCEDURES FOR DEVELOPMENT OF UNIT RATES FOR ENERGY SALES

"Time of Use Ratio" is the ratio for each Party which reflects the Party's
contribution to energy costs on a hourly rate basis campared to a monthly rate
basis for the billing month. This ratio shall be determined as follows:

NSP(Minn) Energy System Energy |
hrs. |_Requirement X Rate |

Z System Energy
hrs. Costs

NSP(Minn) Energy Requirements
System Energy Requirements

NSP (Minn) Time _
of Use Ratio

Z NSP(Wis) Energy ~ System Energ;-[
hrs . LRequirement ¥ - pate |

Z System Energy i
hrs. Costs £

NSP (Wis) Time _

of s Rafio NSP(Wis) Energy Requirements .
System Energy Regquirements

>— LSDP Energy .x System E:nefg-y_[

L nhrs. Requirement Rate

Z System Energy

hrs. Costs

LSDP Time 5
of taw Rakic 'LSDP Energy Requirements
. System Energy Requirements

Where:

"System Energy Rate" is the hourly energy rate per kwh for the total NSP System.

"System Energy Costs" are the total NSP System energy costs for each hour in the
billing month.
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Operations and Interchange Power and Energy ®

FORMULA-TYPE PROCEDURES FOR DEVELOPMENT OF DEMAND RELATED COSTS

The demand related cost used in Exhibit III shall be those developed on line ’
23 of this exhibit, '

DEVELOPMENT OF RATE BASE NSP(Minn) NSP(Wis) LSDP

1. Electric Plant in Service (Sched. 1)

2. Accumulated Provision for Depreciation (Sched. 2)
3. Net Electric Plant in Service

4. Deduct: Accumulated Deferred Incame Taxes

(Sched. 3)
5. Add: Plant Beld for Future Use (Sched. 4) ¥ B
6. Fuel Stock Balances (Sched. 5) ’

7. Rate Base (Total lines 1 through 6)
COST OF SERVICE - DEMAND RELATED

A. Fixed Charges on Investment

8. Return on Rate Base at Specified Rate
of Return (Sched. 6)

9. Incame Taxes (Sched. 7)

10. Depreciation & Amortization Expense (Sched. 8)

11. Deferred Incame Taxes (Sched. 9)

12. Property Taxes (Sched. 10)

13. Insurance (Sched. 11)

14. Total Fixed Charges (Total lines 8 through 13)

B. Fixed Power Production Expense

15. Fixed Operating and Maintenance

Expense (Sched. 12)
16. Net Purchased Power Demand Costs (Sched. 13)
17. Production System Control & Load )

Dispatching (Sched. 14)

18. Total Fixed Power Production Expense
(Total lines 15 through 17)

C. Fixed Transmission Expense

19. Operation and Maintenance Expense (Sched.-15)
20. Credits for Transmission Contracts (Sched. 16) . s
21, Credits for Transmission Wheeling (Sched. 17)

22. Total Fixed Transmission Expense
(Total lines 19 through 21)

23. Total Month's Demand Related Costs
(Total lines 14, 18 and 22)
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ELECTRIC PLANT IN SERVICE

Electric Plant In Service included for the determination of charges among
the Parties shall include the average monthly balances of gross plant at
original cost. The following FERC Accounts shall be included:

1. Production Plant Investment
Production plant investment recorded in FERC Accounts 310 through
346.

2. Nuclear Fuel Plant Investment
Nuclear fuel investment included in FERC Accounts 120. 2, 120.4 and:
120.6 )

3. Transmission Plant Investment ~
Transmission plant investment recorded in FERC Accounts 350 through
359, Transmission substations having facilities which jointly
serve the transmission and distribution functions are inventoried
and priced according to the function served. The original cost
value of the distribution facilities are excluded fram these
accounts for the purposes of this Agreement.

4, Distribution Substation Plant Investment
Distribution substation plant investment recorded in FERC Accounts
360, 361 and 362. Distribution substations having facilities which
jointly serve the distribution and transmission functions are
inventoried and priced according to the function served, The
original cost value of only the facilities which serve a
transmission function are included for the purposes of this
Agreement .

5. General Plant Investment
System control and load dispatching plant investment recorded in
FERC Account 397. System control and load dispatching equipment is -
analyzed as to the function it serves. The original cost value of
the equipment serving the production and transmission functions is
included for the purposes of this Agreement.
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ACCUMULATED PROVISION FOR DEPRECIATION

Accumulated Provision for Depreciation for Electric Plant in Service
and Nuclear Fuel is recorded in FERC accounts 108 and 120.5,
respectively.

These accounts are classified to the production, nuclear fuel,
transmission, distribution and general functions of plant and the
amounts are calculated based upon the original cost of the plant. The
annual change to the accumulated provisions for depreciation reflects
the annual depreciation provisions, book cost of plant retired, cost
of removal and salvage credit.

~
(N

- @,
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ACCOMULATED DEFERRED INCOME TAXES

Accumulated Deferred Incame Taxes included in FERC Accounts 190 and
281-283 are classified to the production, nuclear fuel, transmission,
distribution and general plant functions in the same detail as the
original cost of the plant in service.
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PLANT HELD FOR FUTURE USE - LAND

Land Plant Held for Future Use is recorded in FERC Account 105. The
amounts included to determine the charges among the Parties shall
include those amounts related to the production and transmission
functions. These amounts shall be included at 100% of the average
monthly balances as recorded on the Company's books and records.
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FUEL STOCK BALANCES

Electric Production Fuel Stock balances recorded in FERC Accounts 151
and 152 shall be included at 100% of the average of the monthly
balances in the accounts.
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RETURN ON RATE BASE

The return on rate base shall be the overall rate of return developed
fram the long term debt and preferred stock costs determined according
to this schedule and the rate of return on equity specified in Exhibit
VII. The capital structure for NSP(Minn), NSP(Wis) and LSDP and the
appropriate cost rates shall be determined for each calendar year in
the following steps:

First, the debt and preferred stock of NSP Consolidated issued by
NSP(Wis) and LSDP is directly assigned to each of the subsidiaries.
The debt and preferred stock not assigned to these subsidiaries is
attributed to NSP(Minn). The cost rates for these camponents of the
capital structure are the actual cost rates of each campany's debt and
preferred stock. The retained earnings portion of the subsidiaries'
camon equity is also directly assigned to the respective
subsidiaries. The return on equity provided for in Exhibit VII is
used as the cost of each subsidiary's retained earnings.

Second, the subsidiary's total capitalization is apportioned in
amounts such that the final capitalization ratios for each campany is
equal to the ratios of the consolidated capitalization. Fram these
figures are subtracted the subsidiary's directly assigned
capitalization amounts determined in Step 1. Each of the remaining
amounts are assigned respective cost rates as if the funds were
provided fram NSP(Minn). The final capital structure and the cost
rates for the subsidiaries are the addition of the amounts determined
under Steps 1 and 2. The capitalization for NSP(Minn) is equal to the
consolidated capital structure less the debt, preferred stock and
retained earnings directly assigned to the subsidiaries under Step 1
and also less the amounts determined in Step 2.

Following campletion of Steps 1 and 2, the capitalization ratiocs and
cost rate for cammon equity for NSP(Minn), NSP(Wis) and LSDP will be
equal to that of the consolidated company reflecting an assumption of
cammon shared risk campatible with integrated system operations. The
cost rates for debt and preferred stock will be distinct between
campanies based on their specific level and cost of financing.
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COMPUTATION OF FEDERAL AND STATE INCOME TAXES

The Federal and State Incame Taxes shall be camputed as follows:
1. Required Return on Rate Base (Schedule 6)
2. Add: Book Depreciation and Amortization (Schedule 8)
3 Provision for Deferred Incame Taxes (Schedule 9)
4. Deduct: .Investment Tax Credit Flow Through (Schedule 7, Page 3 of 3)
5 Incame Tax Depreciation (Schedule 7, Page 3 of 3)
6. Interest Expense (Schedule 7, Page 3 of 3)
7. Preferred Dividend Credit (Schedule 7, Page 3 of 3)

8. Incame Tax Base

9. Preliminary Incame Taxes @ Incame Tax Conversion Factor (1)
10. Deduct: Investment Tax Credit Flow Through (Line 4)
" 11. Preferred Dividend Credit (Line 7)

12. Federal and State Incame Taxes

(1) Composite Tax Rate (2) .
T - Composite Tax Rate (2) = Incame Tax Conversion Factor

(2) Composite Federal and State Incame Tax Rate as determined in
accordance with Schedule 7, Page 2 of 3.
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DETERMINATION OF FEDERAL AND STATE COMPOSITE INCOME TAX RATES

»

Federal Incame Tax Rate

Minnesota State Incame Tax Rate

North Dakota State Incame Tax Rate

South Dekota State Incame Tax Rate

Wisconsin State Incame Tax Rate

Michigan State Single Business Tax Rate

Net Incame After Net Deductions But Before Incame Taxes

ZEZU)UZ"!

NSP Company (Minnesota)

Only Minnesota and Federal Incame Taxes:

M= (N)
F = (N)
M+ F = (N)
Only North Dakota and Federal .Incame Taxes:
F = . (N)
D= (N)
F+D= (N)

Only South Dekota and Federal Incame Taxes:
S+ F= (N)

NSP Company (Minnesota): Combined Minnesota, North Dekota, South Dakota
M+D+S+F= (N)

NSP Campany (Wisconsin)

Wisconsin and Federal Income Taxes:

W= (N)
F= (N)
W+ F= (N)
Lake Superior District Power Company
MI = (N)
W= (N)
F= (N)

MI+W+ F = (N)

Notes: 1. Investment Tax Credit and Surtax Credits are ignored in all
formulas.

2. State Incame Taxes are deductible from Federal Taxable Incame.
Federal Incame Tax is deductible from North Dakota's Taxable
Incane. Federal Incame Tax is not deductible fram Minnesota's or
Wisconsin's Taxable Incame.
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DEDUOCTIONS FOR COMPUTATION OF FEDERAL AND STATE INCOME TAXES

Investment Tax Credit Flow Through

The Investment Tax Credit Flow through is recorded in FERC Account
411.4. The amounts included for the calculation of incame taxes are
those amounts attributable to the plant investment related to the
production, nuclear fuel, transmission, distribution and general plant
as functionalized.

Incane Tax Depreciation

Incame Tax Depreciation allowable for the calculation of Federal and
State incame taxes is based upon the plant investment related to
production, nuclear fuel, transmission, distribution and general plant
as functionalized.

Interest Expense

Interest costs associated with debt recorded in FERC Accounts 221-224
is used to calculate the embedded cost of debt. The embedded cost of
debt times the debt ratio as determined on Exhibit V, Schedule 6,
applied to the rate base determines the interest expense deduction for
incane taxes.

Preferred Dividend Credit

A Preferred Dividend Credit is allowed on certain preferred stock
issues in accordance with Section 247 of the Internal Revenue Code.
This credit is reflected in the calculation of inccome taxes.



Case PU-12-813
Exhibit R.

Page 39 of 152
Agreement to Coordinate Planning and Exhibit Vv
Operations and Interchange Power and Energy Schedule 8

DEPRECTATION AND AMORTIZATION EXPENSE

Depreciation expense is recorded in FERC Account 403 by the plant functional
classifications. Depreciation rates used to calculate the depreciation
expense for the original cost of plant as classified by functions for this
Agreement are shown on Exhibit IX - Specification of Depreciation Rates.

Amortization expense included to determine the charges among the Parties are
recorded in FERC Accounts 404, 405, 406, and 407. Schedule 8, Page 2 of 2,

explains the current Tyrone Nuclear Plant amortization expense included for

purposes of this Agreement.

NSP (Wis)'s demand related cost of service used in determining billings to
NSP (Minn) for the period cammencing January 1, 1985, shall include
$7,500,000 per year for purposes of amortizing expenditures on the cancelled
Tyrone nuclear generating plant. The inclusion of that amount shall
continue until NSP (Wis) has recovered fram NSP (Minn) its share of  the
entire actual Tyrone loss including amounts for funds used during
construction accrued through February 28, 1979. In the last month of the
amortization, an amount of less than one-twelfth of the $7,500,000 may be
included in the fixed charges to achieve precise recovery of the loss.

NSP (Wis)'s demand related cost of service used in detemmining the billings
to LSDP shall not include any amount for purposes of amortizing expenditures
on the cancelled Tyrone nuclear generating plant since LSDP was a
participant in that plant and, as such, bears its own cancellation losses.

LSDP's demand related cost of service used in determining the billings to
NSP (Wis) and NSP (Minn) shall not include any amount for purposes of
amortizing LSDP expenditures on the cancelled Tyrone nuclear generating
plant.
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PROVISION FOR DEFERRED INCOME TAXES

The Provision for Deferred Incame Taxes is recorded in FERC Accounts 410.1
and 411.1, amounts debited and amounts credited, respectively. The
Campanies have segregated the deferred incame taxes by functional
classification in the same detail as the original cost of plant investment.
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PROPERTY TAXES

The Property Tax expense or taxes in lieu of property taxes are recorded in
FERC Account 408.1. Each Company has segregated its taxes by functional
classification in the same detail as the original cost of plant investment.

[N
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INSURANCE EXPENSE

The Insurance Expense is recorded in FERC Account 924, Insurance expense
included is related to the production plant and transmission and
distribution substations in the same manner as the original cost of the
plant investment for these facilities,




—~.
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FIXED PRODUCTION OPERATING AND MAINTENANCE EXPENSE

Production Operating and Maintenance Expenses are recorded in FERC Accounts
500 through 554 and 557. The expenses recorded in these accounts are
determined to be demand related in accordance with the FERC Demand and
Energy Classification of Production Expenses - Exhibit X.
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NET PORCHASED POWER DEMAND COSTS

Purchased Power Demand Costs as billed are recorded in FERC Account 555 -
Purchased Power. Firm Power Sales Demand Charges made to non-associated
utilities are recorded in FERC Account 447, Revenue Fram Sales for Resale.
The net amount of these demand charges and credits is included as the Net
Purchased Power Demand costs.
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PRODUCTION SYSTEM CONTROL AND LOAD DISPATCHING EXPENSE

Production System Control and Load:Dispatching expense is recorded in FERC
Account 556. 100% of these power supply expenses is included to determine
the charges under the Agreement in accordance with the FERC Demand and
Energy Classification of Production Expenses — Exhibit X.
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#

TRANSMISSION OPERATION AND MAINTENANCE EXPENSE

Transmission Operation and Maintenance expenses are recorded in FERC
Accounts 560 through 573. 100% of these expenses is considered fixed or |
demand related. .

. o
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R

CREDITS FOR TRANSMISSION CONTRACTS

Credit for Transmission Contracts is recorded in FERC Account 456 - Other L
Operating Revenue. Revenues fram contractual arrangements for use of the
transmission system by non-associated utilities is included as a credit to
transmission expense to determine the transmission charges.
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i

CREDITS FOR TRANSMISSION WHEELING SERVICE

Revenue fram Transmission Wheeling Service is recorded in FERC Account 456 -
Transmission of Electricity for Others. These revenues are credited to
transmission operating and maintenance expenses.
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o

FORMULA-TYPE PROCEDURES FOR DEVELOPMENT OF ENERGY RELATED COSTS

The energy-related costs used in Exhibit IV shall be those déveloped on
Line 4 of this exhibit.

NSP(Minn)  NSP(Wis) LSDP

1. Fuel Expenses (Schedule 1)

2. Variable Production, Operating, and
Maintenance Expense (Schedule 2)

3. Net Purchased Power Energy Costs
(Schedule 3) =

4. Total Energy Related Costs (Total 2
lines 1 through 3) _ 2
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FUEL EXPENSES

Fuel Expenses are recorded in FERC Accounts 501, 518 and 547. 100% of fuel
expenses is included as a variable expense in accordance with the FERC
Classification of Production Expenses - Exhibit X.
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VARIABLE PRODUCTION OPERATION AND MAINTENANCE EXPENSES

Production Operating and Maintenance expenses are recorded in FERC Accounts
500 through 554 and 557. The expenses recorded in these accounts are
determined to be energy related in accordance with ‘the FERC Demand and
Energy Classification of Production Expenses - Exhibit X.
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&

NET PURCHASED POWER ENERGY COSTS

Purchased Power Energy Costs as billed are recorded in FERC Account 555 -
Purchased Power. Firm power energy sales are recorded in Account 447 -
Revenue Fram Sales for Resale. The net amount of these energy charges and
credits is included as the Net Purchased Power Energy costs.

e
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SPECIFICATION OF RATE OF RETURN ON COMMON EQUITY

The rate of return on cammon equity to determine the overall cost of capital
as developed in accordance with Exhibit Vv, Schedule 6, is 15%.

o
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Exhibit VIII

SPECIFICATION OF AVERAGE MONTHLY COINCIDENTAL PEAK DEMANDS

January
February

March
April

May

- June
July
August
September
October
November

December

'Awerage

Ratio

o o

Calendar Year 1985

Monthly Coincidental Peak Demands (KW)

0.834707

NPS (Minn) Co. NSP (Wis) Co. LSDP Co. Total System
3,861 710 133 4,704
3,614 630 137 4,381
3,418 588 124 4,130
3,391 558 111 4,060
3,423 574 114 4,111
3,985 627 124 4,736
4,814 734 115 5,663
4,618 650 118 5,386
4,214 645 124 4,987
3,428 612 121 4,161
3,704 622 128 4,454

3,726 719 126 4,571

46,196 7,673 1,475 55,344
3,850 639 123 4,612

Q.l38642 0.026651 1.000000
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The following annual depreciation rates based upon the most recent

depreciation studies and certified by the respective State Commissions are
used to determine the annual depreciation expense accruals for purposes of
this Agreement:

NSP (Minn)

+ FERC

ACCOUNT

PRODUCTION

E311
E312
E314
E315
E316
E321
E322
E323
E324
E325
E331
E332
E333
E334
E335
E341
E342
E344
E345
E346

STEAM
STEAM
STEAM
STEAM
STEAM
NUCLEAR
NUCLEAR
NUCLEAR
NUCLEAR
NUCLEAR
HYDRAULIC
HYDRAULIC
HYDRAULIC
HYDRAULIC
HYDRAULIC
OTHER
OTHER
OTHER
OTHER
OTHER

TRANSMISSION

E352
E353
E354
E355

E356

E357
E358

DISTRIBUTION

E361
E362

GENERAL

E397

ANNUAL DEPRECIATION

RATE PERCENT

" Structures and Improvements

Boiler Plant Equipment
Turbogenerator Units

Accessory Electric Egquipment
Miscellaneous Power Plant Equipment
Structures and Improvements

Reactor Plant Egquipment
Turbogenerator Units

Accessory Electric Equipment
Miscellaneous Power Plant Equipment
Structures and Improvements
Reservoirs, Dams and Waterways
Water Wheels, Turbines & Generators
Accessory Electric Equipment
Miscellaneous Power Plant Equipment
Structures and Improvements

Fuel Holders, Producers & Accessories
Generators

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements
Station Equipment

Towers and Fixtures

Poles and Fixtures ,

Overhead Conductors & Devices
Underground Conduit

Underground Conductors & Devices

Structures and Improvements
Station Equipment

Communication Equipment

L] L L] L3 ®
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NSP (Wis)

PRODUCTION

E311
E312
E314
E315
E316
E331
E332
E333
E334
E335
E341
E342
E343
E344
E345
E346

STEAM
STEAM
STEAM
STEAM
STEAM
HYDRAULIC
HYDRAULIC
HYDRAULIC
HYDRAULIC
HYDRAULIC
OTHER
OTHER
OTHER
OTHER
OTHER
OTHER

TRANSMISSION

E352
E353
E354
E355
E356
E357
E358
E359

DISTRIBUTION

E361
E362

GENERAL

E397

SPECIFICATION OF DEPRECIATION RATES

Structures and Improvements

Boiler Plant Equipment
Turbogenerator Units

Accessory Electric Equipment
Miscellaneous Power Plant Equipment
Structures and Improvements '
Reservoirs, Dams and Waterways
Water Wheels, Turbines & Generators
BAccessory Electric Equipment
Miscellaneous Power Plant Equipment
Structures and Improvements

Fuel Holders, Producers & Accessories
Prime Movers

Generators

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements
Station Eguipment

Towers and Fixtures

Poles and Fixtures

Overhead Conductors & Devices
Underground Conduit

Underground Conductors & Devices
Roads and Trains

Structures and Improvements
Station Equipment

Communication Equipment

UuUTUTUTUTUTIW N NN ODWDUW
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LSDP

PRODUCTION

E311
E312
E314
E315
E316
E331
E332
E333
E334
E335
E341
E342
E343
E344
E345
E346

STEAM
STEAM
STEAM
STEAM
STEAM
HYDRAULIC
HYDRAULIC
HYDRAULIC
HYDRAULIC
HYDRAULIC
OTHER
OTHER
OTHER
OTHER
OTHER
OTHER

TRANSMISSION

E352
E353
E354
E355
E356
E358
E359

DISTRIBUTION

E362
E364

GENERAL

E397

SPECIFICATION OF DEPRECIATION RATES

Structures and Improvements

Boiler Plant Equipment
Turbogenerator Units

Accessory Electric Equipment
Miscellaneous Power Plant Equipment
Structures and Improvements
Reservoirs, Dams and Waterways
Water Wheels, Turbines & Generators
Accessory Electric Equipment
Miscellaneous Power Plant Equipment
Structures and Improvements

Fuel Holders, Producers & Accessories
Prime Movers

Generators

Mccessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements
Station Equipment

Towers and Fixtures

Poles and Fixtures

Overhead Conductors & Devices
Underground Conductors & Devices
Roads and Trains

Station Equignenﬁ
Poles, Towers and Fixtures

Communication Eguipment

Case PU-12-813 .
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Exhibit IX
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SPECIFICATIONS OF DEMAND AND ENERGY
CLASSTFICATION OF PRODUCTION EXPENSES

Uniform System
of Accounts
Account No. Description

Steam Power Generation Operation

500 Operation supervision
and engineering

501 Fuel

502 Steam expenses

503 Steam fram other sources

504 Steam transferred-CR

505 Electric expenses

506 Miscellaneous steam
power expenses

507 Rents

Maintenance

510 . Supervision and engineering

511 Structures

512 Boiler plant

513 Electric plant

514 Miscellaneous steam plant

Nuclear Power Generation Operation

517 ’ Operation supervision
and engineering
518 Fuel
519 . Coolants and water
520 Steam expenses
523 Electric expenses
524 Miscellaneous nuclear
: power expenses
525 Rents
Maintenance
528 Supervision and engineering
529 A Structures
530 Reactor plant equipment
531 Electric plant -

532 Miscellaneous nuclear plant

Case PU-12-813
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Classification
Demand Energy
X
X
X .
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
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CLASSIFICATION OF PRODOCTION EXPENSES

Uniform System
of Accounts
Account No. Description

Hydraulic Power Generation Operation

535 Operation supervision and
engineering

536 Water for power

537 Hydraulic expenses

538 Electric expenses

539 Miscellaneous hydraulic
power expenses

540 Rents

Maintenance

541 Supervision and engineering

542 Structures

543 Reservoirs, dams and
waterways

544 Electric plant

545 Miscellaneous hydraulic plant

Other Power Generation Operation

546 Operation Supervision
and engineering
547 Fuel
548 Generation expenses
549 Miscellaneous other
power generation
550 Rents
Maintenance
551 Supervision and engineering
552 Structures
553 Generating and electric
equipment
554 Miscellaneous other power

generation plant

Other Power Supply Expenses
555 Purchased power
556 System control and

load dispatching
557 ) Other expenses

Case PU-12-813 .
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Classification
Demand Energy
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
As Billed
X
X
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

The monthly amounts of sales of power by each Party to the other Parties for
the month of June 1985 shall be determined as follows:

A - NSP (Minnesota) Power Sales to NSP (Wisconsin) and LSDP:

PS to NSP(Wis) = 3,850,000 KW x _ 639,000 KW
4,612,000 KW

PS to LsDpP = 3,850,000 KW x 123,000 KW
4,612,000 KW

B - NSP (Wisconsin) Power Sales to NSP (Minnesota) and LSDP:

PS to NSP(Minn) = 639,000 KW x 3,850,000 KW
4,612,000 KW

PS to LSDP = 639,000 KW x 123,000 KW
4,612,000 KW

C - LSDP Power Sales to NSP (Minnesota) and NSP (Wisconsin):

PS to NSP(Minn) = 123,000 KW x 3,850,000 KW
4,612,000 KW

PS to NSP(Wis) = 123,000 KW x _ 639,000 KW
4,612,000 KW

Where:

"PS" is the amount of power sold in KW by the sellmg Party to the
purchasing Party in the billing month.

"Demand” is each Party's demand in KW, based on a forecast of its average
twelve monthly coincidental peak demands for the year of application.

"System Demand" is the NSP System demand in KW, based on a forecast of the

total NSP System average twelve monthly peak demands for the year of
application.

Exhibit VIII shows the development of the average twelve monthly
coincidental peak demands for each Party and for the total NSP System as
well as the forecast monthly peak load data.
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

The monthly amounts of sales of energy by each Party to the other Parties for the
month of June 1985 shall be determined as follows:

A - NSP(Minnesota) Energy Sales to NSP(Wisconsin) and LSDP:

ES to NSP(Wis) = 1,818,198,000 kwh x 299,568,000 kwh
2,180,593,000 kwh

ES to LSDP = 1,818,198,000 kwh x 62,827,000 kwh
2,180,593,000 kwh

B - NSP(Wisconsin) Energy Sales to NSP(Minnesota) and LSDP:

ES to NSP(Minn) = 299,568,000 kwh x 1,818,198,000 kwh
2,180,593,000 kwh

{E T I o o e el b g

ES to LSDP = 299,568,000 kwh x 62,827,000 kwh
2,180,593,000 kwh

C - LSDP Energy Sales to NSP(Minnesota) and NSP(Wisconsin):

ES to NSP(Minn) = 62,827,000 kwh x 1,818,198,000 kwh {
3-180,503,000 kvh |

ES to NSP(Wis) = 62,827,000 kwh x __ 299,568,000 kwh
2,180,593,000 kwh

Where:

"ES" is the amount of energy sold in kwh by the sellmg Party to the purchasing
Party in the billing month.

"Energy Requirements" are each Party s energy requirements in kwh for the billing
month.

"System Energy Requirements" is the total System energy requirements in kwh for the
billing month. -
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

" The monthly unit rates for the sales of kilowatts of power by each Party to

the other Parties for the month of June 1985 shall be determined as
follows:

A - NSP (Minnesota) Demand Rate for sales to NSP (Wisconsin) and LSDP:

DR to NSP(Wis) and LSDP = $43,723,000
3,850,000 KW

B - NSP (Wisconsin) Demand Rate for sales to NSP (Minnesota) and LSDP:

DR to NSP(Minn) = $3,504,000
: 639,000 KW

DR to LSDP = $2,809,000
639,000 KW

C - LSDP Demand Rate for sales to NSP (Minnesota) and NSP (Wisconsin):
DR to NSP(Minn) and NSP(Wis) = $807,000
123,000 KW
Where:

"DR" is the monthly unit demand rate (raté in dollars per KW) for power
sales by each Party to other Parties.

"Demand Costs" are the demand related costs developed for each Party for
the billing month under Exhibit V.

"Demand" is each Party's demand, based on a forecast of its average twelve

monthly coincidental peak demands for the year of application as shown in
Exhibit VIII.
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

The monthly unit rates for the sales of kilowatt-hours of energy by each Party
to the other Parties for the month of June 1985 shall be determined as follows:

A - NSP(Minnesota) Energy Rates for sales to NSP(Wisconsin) and LSDP:

ER to NSP(Wis) = $24,292,000 >
1,818,198,000 kwh X 1.00015 ‘

ER to LSDP = $24,292,000 |
1,818,198,000 kwh * 029583

B - NSP(Wisconsin) Energy Rates for sales to NSP(Minnesota) and LSDP:

ER to NSP(Minn) = $114,000

299,568,000 kwh X 100012

ER to LSDP

$114,000
299,568,000 kwh X 0.99583

C - LSDP Energy Rates for sales to NSP(Minnesota) and NSP(Wisconsin) :

ER to NSP(Minn)

$105,000
62,827,000 kwh ¥ 1.00012

‘ER to NSP(Wis)

$105,000
62,827,000 kwh X 1-00015

Where:

"ER" is the monthly unit energy rate (rate in dollars per kwh) for energy sales
fram each Party to the other Parties.

"Energy Costs" are each Party's energy costs for the billing month.

"Energy Requirements" are each Party's energy requirements in kwh for the
billing month.
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

*Time of Use Ratio" is the ratio for each Party which reflects the Party's
contribution to energy costs on a hourly rate basis campared to a monthly rate
basis for the billing month. This ratio for the month of June 1985 shall be
determined as follows:

NSP (Minn) Time .83391
of Use Ratio = 8338
NSP (Wis) Time _ .13740
of Use Ratio T .13738 -
LSDP Time .02869
of Use Ratio = ".02881

Where:

"System Energy Rate" is the hourly energy rate per kwh for the total NSP System.

"System Bnergy Costs" are the total NSP System energy costs for each hour in the
billing month.
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

The demand related cost used in Exhibit III shall be those developed on line i

23 of this exhibit.
June 1985
(S 000's)
DEVELOPMENT OF RATE BASE NSP(Minn) NSP(Wis) LSDP
1. Electric Plant in Service $2,543,959 §$169,797 §55,410
2. Accunulated Provision for Depreciation 1,079,116 61,867 28,725
3. Net Electric Plant in Service 1,464,843 107,930 26,685
4, Deduct: Accumulated Deferred Incame Taxes 297,909 18,065 6,680
5. 2Add: Plant Beld for Future Use ' 0 0 -0
6. Fuel Stock Balances 64,897 1,218 ~ 379
7. Rate Base (Total lines 1 through 6) $1,231,831 S 91,083 $20,384
COST OF SERVICE - DEMAND RELATED -7
A. Fixed Charges on Investment
8. Return on Rate Base at Specified Rate
of Return (ROR X one-twelfth) $ 11,548 § 863 § 191 H
9. Incane Taxes 7,284 527 88 5
10. Depreciation and Amortization Expense 7,290 420 141 ;
11. Deferred Incame Taxes 1,146 96 30
12. Property Taxes 4,559 114 35
13 Insurance 799 ) 2
14, Total Fixed Charges (Total lines 8 through 13) 32,626 2,025* . 487
B. Fixed Power Production Expense :
15, Fixed Operating and Maintenance
Expense 9,405 581 235
16. Net Purchased Power Demand Costs 772 0 0
17. Production System Control & Load Dispatching . 157 43 i3
18. Total Fixed Power Production Expense E
(Total lines 15 through 17) 10,334 624 248 g

C. Fixed Transmission Expense

19. Operation and Maintenance Expense 1,065 173 72

20. Credits for Transmission Contracts (186) (13) 0

21, Credits for Transmission Wheeling (116) 0 0 8

22 Total Fixed Transmission Expense £
(Total lines 19 through 21) 763 160 72

23. Total Month's Demand Related Costs .
(Total lines 14, 18 and 22). S 43,723 S 2,809* S 807 -

=
*An increase of $695, changing lines 14 and 23 to $2,720 and §$3,504, respettively, must
be included in costs when billed to NSP (Minn) (and not to LSDP) to reflect the Tyrone
amortization (see Exhibit III).
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

The energy-related costs used in Exhibit IV shall be those developed on
line 4 of this exhibit.

June 1985
(S 000's)

Cost of Service - Energy Related NSP(Minn) NSP(Wis) LSDP
1. Fuel Expenses $18,657 $ 29 $ 61
2. Variable Production, Operating, and a -

Maintenance Expense 3,560 85 44
3. Net Purchased Power Energy Costs® el W 0 0
4. Total Energy Related Costs (Total

lines 1 through 3) $24,292 $114 $105
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

COMPUTATION OF FEDERAL AND STATE INCOME TAXES

The Federal and State Incame Taxes shall be camputed as follows:

) June 1985

$ 000's ’ NSP(Minn)  NSP(Wis) LSDP
1. Required Return on Rate Base - $11,548 S 863 $ 1¢
2. XAdd: Book Depreciation and Amortization 13,244 420 14
3. Provision for Deferred Incame Taxes 1,146 96 :
4. Other as, Appropriate . 0 0
5. Deduct: Investment Tax Credit Flow Through 812 19
6. Incame Tax Depreciation 14,014 541 1t
7. Interest Expense 3,606 276 ¢
8. Preferred Dividend Credit 6 0
9. Other as Appropriate 0 3 :
10. Income Tax Base ‘ $7,500 S 540 0§ !
11. Preliminary Incame Taxes @ Inccme Tax Conversion

Factor (1) $ 8,102 $ 546 $ !
12. Deduct: Investment Tax Credit Flow Through (Line 5) 812 19
13. Preferred Dividend Credit (Line 8) 6 0
14. Federal and State Incame Taxes S 7,284 $ 527 s
(1) : - Composi

[;SE éﬁl@i‘rpg;ite o 2;:_2 % R - Incame Tax Conversion Factor 1——————'51935193 = 1.0

?SE ((:‘;;:;s-i-te mxs;:ie'l‘ax s = Incame Tax Conversion Factor -——isgz-/ 557 = 1.0

LSDP = ite Ta te . .5007

1 - mepca@oscsitel'rax p;t? = Incame Tax Conversion Factor 1 - 5007 ° 1.0




Case PU-12-813

Exhibit R
Page 68 of 152
Agreement to Coordinate Planning and Exhibit XI
Operatiorf® and Interchange Power and Energy Page 9 of 12

EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

b
£

ZESU‘)UZ"‘J

Federal Incame Tax Rate = ,46

Minnesota State Income Tax Rate = .12

North Dekota State Incame Tax Rate = ,105

South Dekota State Incame Tax Rate = 0

Wisconsin State Incame Tax Rate = .079

Michigan State Single Business Tax Rate = .0235

Net Incame After Net Deductions But Before Incame Taxes

NSP Company (Minnesota)

Only Minnesota and Federal Incame Taxes:

M= 1200 (N) -
F = .4048 (N)
M+ F = .5248 (N)

Only North Dakota and Federal Incame Taxes:

F = .4326 (N)
D = .05%9 (N)
F + D= ,4922 (N)

Only South Dekota and Federal Incame Taxes:

S+ F = .46 (N)

NSP Campany (Minnesota) : Combined Minnesota, North Dakota, South Dakota

M+ D+ S+ F=,5193 (N)

NSP Company (Wisconsin)

Wisconsin and Federal Incame Taxes:

W= .,079 (N)
F = .4237 (N)
W+ F = .,5027

Lake Superior District Power Company

MI = .0091 (N)

W= ,0663 (N)
F = ,4253 (N)

MI + W+ F = ,5007 (N)

Notes:

l. Investment Tax Credit and Surtax Credits are ignored in all
formulas.

2. State Incame Taxes are deductible from Federal Taxable Incame.
Federal Incame Tax is deductible from North Dakota's Taxable
e» Incame. Federal Incame Tax is not deductible from Minnesota's or
® Wisconsin's Takable Incame.
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES
CONSOLIDATED CAPITAL STROUCIURE
AND
DETERMINATION OF PARENT COMPANY CAPITALIZATION
NSP Subsidiaries Adjusted
Capitalization NSP(WISC) LSDP Parent
part I (S 0007s) % (S 000's) (S 000's) — (S 000's)
Iong Term Debt 1,047,142 43.11 49,195 14,800 983,147
Perferred Stock 217,549 8.96 -0- 3,000 214,549
. Retained Earnings
Only
Camon Equity 1,164,084 47.93 76,846 13,299 1,073,939
Total 2,428,775 100.00 126,041 31,099 2,271,635
Adjusted Paid in Capital NSP(Minn) Parent
Parent NSP(WISC) LSDP Capitalization
Part I1 (S 000's) (S 000's) (S 000's) (S 000's) %
Iong Term Debt 983,147 35,338 4,699 943,110 43.11
Preferred Stock 214,549 17,562 1,051 195,936 8.96
Camon’ Equity 1,073,939 17,128 8,377 1,048,434 47.93
Total 2,271,635 70,028 14,127 . 2,187,480 100.00
NSP(MINN) PARENT CAPITAL STRUCTURE
Weighted
Capital Ratio Cost Cost
Part III (S 000's) % .3 %
Iong Term Debt 943,110 43.11 8.15 3.51
Preferred Stock 195,936 8.96 6.05 54
Cammon Equity 1,048,434 47.93 15,00 7.19
Total 2,187,480 100.00 11.25
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EXAMPLE OF DEVELOPMENT OF UNIT RATES FOR POWER AND ENERGY SALES

DETERMINATION OF SUBSIDIARIES' CRPITALIZATION

LAKE SUPERIUR DISTRICT POWER

From Fram
Part I Part II Total
Part IV - (S 0D0's) ($ 000's) (S 000's) %
Lorsgy Term Debt:
Subsidiary Debt 14,800 =-0- 14,800 32.72
Parent Debt -0- 4,699 4,699 10.39
Preferred Stock:
“ubsidiary Stock 3,000 -0- 3,000 6.63
Parent Stock -0- 1,051 1,051 2.32
Coomon Equity:
Retained Earnings "13,299 -0- 13,299 29.41
Paid in Capital -0- 8,377 8,377 18.52
Total 31,099 14,127 45,226 100.00
LSDP CAPITAL STRUCTURE
Weighted
Capital __Ratio Cost Cost.
Part V (S 000's) % % %
Long Term Debt:
Subsidiary Cebt 14,800 32.72 8.29 2.71
Parent Debt 4,699 10.39 8.15 85
Preferred Stock:
Subsidiary Stock 3,000 6.63 5.02 o33
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