
Memorandum

To: Commissioners Brian Kroshus, Julie Fedorchak, and Randy Christmann

From: Adam Renfandt

Date: May 23, 2019

Re: Northern States Power Company, 2018 Natural Gas, Annual Report

Case No. PU-19-177

I recommend the commission close the above captioned case, which is Northern States
Power Company's (NSP) North Dakota annual natural gas report filing for 2018. I will
include a motion to close the case on the May 29, 2019 agenda.

NSP provides natural gas service to approximately 57,778 customers in North Dakota.
Staff has reviewed NSP's annual report filing for 2018. The commission authorized a rate
of return of 10.75% in the most recent rate case (case no. PU-06-525). NSP's actual
return on equity (ROE) was 11.14% in 2018. When normalized for weather, NSP's ROE
was 10.32%.

NSP agreed to offset the remediation costs associated with the Fargo manufactured gas
facility using earnings over 9.75% ROE. In 2018, NSP exceeded an ROE of 9.75%, and
in compliance with case no. PU-15-514, NSP expensed approximately $0.24 million to
offset remediation costs. Also, on November 8, 2018, the commission approved a
settlement (Case No. 18-156) that authorized NSP, effective the beginning of 2018, to
pass on the savings of the Tax Cut and Savings act, at a rate of $1.25 million per year,
by applying them to the recovery of the deferred costs associated with the Fargo
manufactured gas facility remediation.

Given that NSP is offsetting their remediation costs with earnings over an ROE of 9.75%,
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 natural
gas earnings for the last ten years.

Attachment 1 - Return Calculation

Attachment 2 - Return on Equity Chart

Attachment 3 - Net Operating Income

c: Dave Sederquist, NSP
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