
Memorandum 
 

To:  Commissioners Brian Kroshus, Julie Fedorchak, and Randy Christmann 
 
From:  Adam Renfandt  
 
Date:  June 5, 2020 
 
Re:  Northern States Power Company (NSP), 2019 Electric, Annual Report  
 
 Case No.  PU-20-185 
 
Staff has reviewed the company’s annual report filing for 2019. NSP provides electric 
service to about 94,583 customers in North Dakota. The company’s return on equity 
(ROE) was 10.27% in 2019, which represents an over-earnings of approximately 
$21,000. The weather-normalized ROE was 9.86%, which represents an under-earnings 
of approximately $1.2 million. The ROE authorized by the Commission is weather 
normalized, and the authorized ROE was 10.25% (Case No. PU-12-813).  
 
In compliance with the Commission’s February 6, 2018 order (Case No. PU-18-155), NSP 
agreed to refund to customers earnings that exceed a weather-normalized ROE of 9.85% 
in 2019 and 2020. After discussions with Staff, NSP will propose a method to return the 
2019 earnings above 9.85% ROE to ratepayers.  
 
Attached are Staff generated summaries of NSP’s ND electric earnings for the prior ten 
years. 
 
Attachment 1 – Return Calculation 
 
Attachment 2 – Return on Equity Chart 
 
Attachment 3 – Net Operating Income 
 
c: David Sederquist 
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R
eturn on E

quity
2010

2011
2012

2013
2014

2015
2016

2017
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2019

O
perating Incom

e from
 O

perations
11,664

$   
24,952

$   
24,536

$   
29,471

$   
31,670

$   
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$   
38,025

$   
41,670

$   
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$    

P
B
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A
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e
11,664

$   
24,952

$   
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$   
29,471

$   
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$   
33,713

$   
38,025

$   
41,670

$   
40,942
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44,315

$    

A
verage R

egulated R
ate B

ase
282,316

   
322,995

   
338,666

   
388,195

   
453,401

   
514,809

   
540,927

   
539,153

   
536,767

   
587,833

    

R
ate of R

eturn on R
ate B

ase (Line 1 / Line 2)
4.13%

7.73%
7.24%

7.59%
6.98%

6.55%
7.03%

7.73%
7.63%

7.54%

Less:  W
eighted C

ost of D
ebt

2.99%
2.88%

2.61%
2.29%

2.23%
2.25%

2.22%
2.20%

2.14%
2.10%

Less:  W
eighted C

ost of P
referred S
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0.00%

0.00%
0.00%

0.00%
0.00%

0.00%
0.00%

0.00%
0.00%

0.00%

R
eturn R
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m
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1.14%
4.85%

4.63%
5.30%

4.75%
4.30%

4.81%
5.53%

5.49%
5.44%

%
 of E

quity in C
apital S

tructure
51.99%

52.67%
52.78%

52.67%
52.87%

52.75%
52.61%

52.54%
52.83%

52.98%
A
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e
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q
u
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2.20%

9.20%
8.77%

10.07%
8.98%

8.15%
9.15%

10.52%
10.39%

10.27%
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10.40%
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10.00%
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O
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 O
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$11,664

$24,952
$24,536

$29,471
$31,670

$33,713
$38,025

$41,670
$40,942

$44,315

Im
pact of W

eather on O
perating Incom

e
140

          
141

          
142

          
143

          
144

          
622

          
1,262

       
1,079

       
(1,288)

      
(1,249)

       

W
eather N
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e (Line 9 - Line 11)
$11,804

$25,093
$24,678

$29,614
$31,814

$34,335
$39,287

$42,749
$39,654

$43,066

A
verage R

egulated R
ate B

ase
282,316

   
322,995

   
338,666

   
388,195

   
453,401

   
514,809

   
540,927

   
539,153

   
536,767

   
587,833

    

W
eather N

orm
alized R

eturn on R
ate B

ase
4.18%

7.77%
7.29%

7.63%
7.02%

6.67%
7.26%

7.93%
7.39%

7.32%
W

e
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d
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e
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n

 E
q

u
ity

2.19%
9.05%

8.92%
9.54%

8.76%
8.38%

9.60%
10.91%

9.93%
9.86%

D
escription

2010
2011

2012
2013

2014
2015

2016
2017

2018
2019

R
ate B
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282,316

$ 
322,995

$ 
338,666

$ 
388,195

$ 
453,401

$ 
514,809

$ 
540,927

$ 
539,153

$ 
536,767

$ 
587,833

$  
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7.42%
7.52%

7.52%
7.61%

7.59%
7.56%

7.54%

R
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$   
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$   
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$   
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$   
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$   
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3,136
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(16)
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d
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$   
3,331

$     
4,689

$     
(1,052)

$    
3,916

$     
8,073

$     
5,041

$     
(1,237)

$    
(513)

$       
(21)

$          
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Northern States Pow
er C

om
pany

Electric Utility - North D
akota

Net O
perating Incom

e

($ in 000s)

D
escription

2010
2011

2012
2013

2014
2015

2016
2017

2018
2019

R
esidential

61,131
$   

68,744
$   

69,329
$   

81,128
$   

81,066
$   

82,172
$   

78,298
$   

80,013
$   

82,625
$   

78,813
$    

Sm
all C

om
m

ercial & Industrial
72,918

83,167
85,328

96,704
98,244

101,810
98,996

99,278
98,195

91,850

Large C
om

m
ercial & Industrial

19,074
21,516

22,301
23,654

24,600
27,904

26,257
26,996

26,829
25,578

O
ther 1

43,697
40,457

42,928
48,572

53,987
54,781

54,157
54,802

43,874
59,265

Total R
evenues

196,820
$ 

213,884
$ 

219,886
$ 

250,058
$ 

257,897
$ 

266,667
$ 

257,708
$ 

261,089
$ 

251,523
$ 

255,507
$  

Fuel & Prod. Expense
127,106

   
119,260

   
120,355

   
134,307

   
134,955

   
127,077

   
115,476

   
112,791

   
113,334

   
107,296

    

G
ross M

argins
69,714

$   
94,624

$   
99,531

$   
115,751

$ 
122,942

$ 
139,590

$ 
142,232

$ 
148,298

$ 
138,189

$ 
148,211

$  

Transm
ission Expense

9,725
11,219

12,309
14,921

17,224
19,777

21,953
21,833

20,811
24,202

D
istribution Expense

5,779
6,737

6,387
6,784

6,727
6,319

6,886
6,201

6,671
6,528

C
ustom

er Billing
4,394

4,411
4,128

4,121
4,300

4,198
3,307

3,319
3,380

3,379

C
ustom

er Service
262

489
370

348
439

425
68

321
261

425

Sales & M
arketing

3
151

135
2

1
0

0
0

0
0

3

Adm
in. & G

eneral 4
12,374

11,770
12,969

15,576
14,664

15,462
15,380

16,077
15,966

15,129

D
epreciation

15,981
17,885

20,400
22,295

25,265
32,204

33,004
35,910

36,600
38,069

%
 of Plant in Service

2.37%
2.41%

2.61%
2.55%

2.58%
2.97%

2.91%
3.12%

3.13%
2.93%

Property Taxes
5,585

5,881
6,690

7,917
8,727

9,404
10,367

10,117
9,813

11,096

%
 of Plant in Service

0.83%
0.79%

0.86%
0.91%

0.89%
0.87%

0.91%
0.88%

0.84%
0.85%

O
ther G

eneral Taxes 2
1,731

1,820
1,866

2,081
2,055

2,014
1,875

1,941
1,933

2,438

Incom
e Tax Expense

2,068
9,325

9,874
12,236

11,871
16,074

11,367
10,909

1,812
2,626

%
 of Incom

e before Incom
e Tax

15.06%
27.20%

28.70%
29.34%

27.26%
32.29%

23.01%
20.75%

4.24%
5.59%

Net O
perating Incom

e
11,664

$   
24,952

$   
24,536

$   
29,471

$   
31,670

$   
33,713

$   
38,025

$   
41,670

$   
40,942

$   
44,315

$    

Attachm
ent 3


