Exhibit 25

Q. WHY DID YOU SELECT THESE EIGHT QUARTERS FOR YOUR CAPITAL-
STRUCTURE ANALYSIS?

A. T'used two years of data to smooth the effects of any quarter that was an outlier. Using two
years of data also mitigated any seasonal effects on the capital structures. The fourth
quarter of 2020 is the most recent quarter for which data were available. Therefore, I began
my analysis with data from the first quarter of 2019.

Q. DID YOU MAKE ANY ADJUSTMENTS IN YOUR CAPITAL-STRUCTURE
ANALYSIS?

A. Yes. I first excluded the results for CMS Energy, Entergy, and Southern Co. These
companies have long-term debt ratios that exceed 55 percent. Commissions rarely have
approved capital structures with such lopsided, high ratios, so I chose to exclude the
companies’ capital structures from my analysis.

Q. PLEASE STATE THE AVERAGE CAPITAL-STRUCTURE RATIOS FOUND AT
THIS POINT IN YOUR ANALYSIS.

A. My calculations produced average ratios of 48.56 percent long-term debt, 6.43 percent

short-term debt, 0.31 percent preferred equity, and 44.71 percent common equity.
DID YOU STOP THERE?

A. No. I continued my analysis, removing American Electric Power and Dominion Energy
from the calculations. These companies had common-equity ratios less than 40 percent,
which are unreasonably low. This adjustment produced average ratios of 48.02 percent

long-term debt, 6.10 percent short-term debt, 0.13 percent preferred equity, and 45.75

percent common equity. 155 PU-20-441 Filed: 7/26/2021  Pages:7
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Q. WHAT WAS YOUR RECOMMENDED CAPITAL-STRUCTURE RATIOS FOR
NSPM?

A. My recommended capital-structure ratios were 50.00 percent long-term debt, 0.50 percent
short-term debt, and 49.50 percent common equity.! These recommended ratios reflect the
ratios I found in my analysis for the Comparison Group and the Company’s requested
ratios. I adopted 0.50 percent for short-term debt as it is close to NSPM’s requested ratio.
I increased the long-term debt ratio to 50 percent because that value is close to both the
Company’s request and the average for the proxy group companies. Those assumptions
left 49.50 percent for common equity. The Company’s requested 52.50 percent common
equity was significantly greater than the 45.75 percent ratio I found for the Comparison

Group adjusted for extreme values. Therefore, I recommended reducing the ratio from

52.50 percent to fit better with the mean ratio for the peer companies.

Q. WHAT IS THE OVERALL ROR THAT YOU RECOMMENDED FOR THE
COMPANY?

A. When my estimated ROE of 9.50 percent was included with the proposed capital structure
and the Company’s costs for the other capital-structure elements, the ROR is 6.818

percent.?

"' NSPM does not have preferred equity, so I removed it from my recommendation. The average ratio for
the Comparison Group companies in the analysis is quite small. Further, the great majority of the electric
utilities did not have preferred equity in their capital structures.

? Attachment _ (MFG-20), Schedule 3.
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