Memorandum

To: Commissioners Brian P. Kalk, Randy Christmann and Julie Fedorchak
From: Victor Schock - Public Utility Analyst
Date: September 13, 2016
Re: Northern States Power Company 2015 Electric Annual Report
Case No. PU-16-196

| recommend the commission close the above captioned case which is the North
Dakota annual report filing for 2015. | will include a motion to close the case on the
September 21, 2016 consent agenda.

Northern States Power Company (NSP) provides electric service to about 93,323
customers in North Dakota. Staff has reviewed the company’s annual report filing for
2015. The company'’s return on equity was 8.15% in 2015. When considering the impact
of weather, the rate of return would have been 8.38% if it were a ‘normal’ year. The
commission authorized a rate of return of 10% in the most recent rate case (PU-12-
813). With that in mind, the company under earned by about $8M in 2015. However,
due to settlement agreements in past rate cases and the recent Negotiated Agreement,
NSP is prohibited from filing a rate case until 2018.

This is not to say that we should not be concerned with NSP’s under-earnings. Since a
rate filing is very likely in 2018, we should remain aware and watchful with the ever
growing rate base and expenditures as this could cause a large rate shock (increase)
when that rate case is concluded. Staff remains optimistic that the upcoming Resource
Treatment Framework (RTF) proposal by NSP will be structured in such a way to help
reduce large changes in rates upon its implementation.

Due to the factors mentioned, staff sees no reason to further investigate and
recommends that the commission close the above captioned case. Attached are staff
generated summaries of NSP ND electric earnings for the last ten years.

Attachment 1 — Return Calculation

Attachment 2 — Net Operating Income

C: David Sederquist, NSP
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