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A.

A.

I. INTRODUCTION

PLEASE STATE YOUR NAME AND TITLE.
My name is Benjamin C. Halama. I am Manager of Revenue Analysis for Xcel
Energy Services Inc. (XES or the Service Company), the service company for

Xcel Energy, Inc., and its operating company subsidiaries.

PLEASE SUMMARIZE YOUR QUALIFICATIONS AND EXPERIENCE.

I have over eight years of experience at XES, supporting Northern States Power
Company — Minnesota (NSPM or the Company) in the areas of regulatory
accounting, financial operations, and revenue requirements. In my current role,
I am responsible for the development of jurisdictional revenue requirements for
all NSPM jurisdictions. My resume is attached as Exhibit___ (BCH-1), Schedule

1, Statement of Qualifications.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

I support the Company’s financial data and our requests for a general base rate
increase and interim rate increase for the State of North Dakota retail gas
jurisdiction, specifically:

e the overall retail revenue requirement of $98.453 million and base rate
revenue deficiency of $8.463 million, determined by the cost of service
for the 2024 test year; and

e the interim increase of $7.889 million as discussed in our Alternative

Petition for Interim Rates.

I relied on and incorporated information provided by other witnesses in this
proceeding to develop many of the test year revenue requirement adjustments

discussed in my testimony. My testimony includes several schedules with
1 Case No. PU-23-__
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A.

financial information related to the 2024 test year revenue requirements and
deficiency. These schedules were prepared by me or under my supervision.
Exhibit___ (BCH-1), Schedule 2, provides an index of the schedules to my

testimony.

HOW IS THE REMAINDER OF YOUR TESTIMONY ORGANIZED?

The remainder of my testimony is organized into the following sections:
e Section II Case Overview
e Section III  Supporting Information
e Section IV~ Rate Base Components
e Section V Income Statement
e Section VI  Udlity and Jurisdictional Allocations
e Section VII  Annual Adjustments to the Test Year
e Section VIII Compliance Matters

e Section IX Conclusion

II. CASE OVERVIEW

A.  Test Year Revenue Requirements and Deficiency

WHAT IS THE AMOUNT OF THE TEST YEAR REVENUE REQUIREMENT FOR THE
COMPANY’S GAS OPERATIONS IN I'TS NORTH DAKOTA JURISDICTION?

The 2024 test year jurisdictional retail revenue requirement for North Dakota
gas utility operations is $98.453 million based on forecasted average rate base
and projected net operating income for the calendar year 2024 test year, based
on a 7.52 percent overall Rate of Return (ROR) recommended by Company

witness Joshua C. Nowak in Direct Testimony.
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A.

WHAT IS THE AMOUNT OF THE REVENUE DEFICIENCY FOR THE TEST YEAR?
The base rate revenue deficiency for the test year is $8.463 million. A summary
of the base rate revenue deficiency for 2024 is shown in Exhibit  (BCH-1),
Schedule 7. The level of North Dakota retail gas rates must be increased by this
amount in 2024 for the Company to have an opportunity to earn an overall
return on rate base of 7.52 percent as shown in Exhibit__ (BCH-1), Schedule
3A, 2024 Test Year Cost of Service Study.

HOW DID YOU CALCULATE THE DEFICIENCY?

The 2024 revenue requirements for this filing are calculated by including all
revenues and costs at the proposed capital structure, as well as any federal and
state credits earned on a total company basis, then allocating those components

to North Dakota based on the allocation methods discussed in Section V1.

DID YOU PREPARE A COST OF SERVICE STUDY THAT SUPPORTS THE REVENUE
REQUIREMENT AMOUNT AND REVENUE DEFICIENCY FOR THE TEST YEAR?

Yes. Under my direction, a cost of service study was prepared. Schedule 3A
contains a copy of the jurisdictional cost of service study (JCOSS) for the test

yeat.

WHAT IS THE BASIS FOR THE COMPANY’S CAPITAL STRUCTURE AND WHAT ARE
THE VARIOUS COMPONENTS?

The capital structure employed in this case represents the Company’s 2024
budgeted amounts. The costs and ratios associated with this capital structure

are found in Schedule 3A, and are as follows:

3 Case No. PU-23-____
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A.

Rate Ratio Weighted Cost

Long Term Debt 4.54% 47.38% 2.15%
Short Term Debt 7.72% 0.12% 0.01%
Common Equity  10.20% 52.50% 5.36%
Weighted Cost 7.52%

Company witness Nowak discusses the Company’s capital structure in further

detail in his direct testimony.

B.  Case Drivers

WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?

I discuss the drivers of this rate case when compared to existing rates. I first
discuss capital related cost drivers, then amortizations driving the test year
revenue requirement, then tax related cost drivers, then operation and
maintenance (O&M) related cost drivers and conclude with other margin related

drivers.

HAVE YOU PREPARED A COMPARISON OF THE COSTS IN THE TEST YEAR
FORECAST TO CURRENT RATES RESULTING FROM THE 2022 TEST YEAR?

Yes. Consistent with the analysis provided in prior rate cases, I provide an
explanation of the detailed case drivers of the deficiency using a comparison of
the 2024 test year with the base rates in effect as a result of Case No. PU-21-
381, which used a test year based on the 2022 budget. I will refer to the
comparison year as the 2022 test year. My analysis is done by FERC accounts
and functional groupings and differs from the direct testimony of the
Company’s witnesses, who primarily discuss costs and cost changes in terms of
actual costs and budgets (not revenue deficiencies). Therefore, my discussion of

key cost drivers reflects dollar values that group costs differently from their
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Q.

A.

discussions. I also use the 2022 test year as a comparison point rather than 2022
actual results. I note that I discuss these drivers at a high level for purposes of
discussing the overall deficiency and rely on information provided by various

business areas around the activities and changes giving rise to these drivers.

WHAT ARE THE MAJOR DRIVERS OF THE COMPANY’S NEED FOR RATE RELIEF?

A summary of the cost elements to which the revenue deficiency can be
attributed is provided in Exhibit_ (BCH-1), Schedule 9, Detailed Case
Drivers. The major cost elements driving the revenue deficiency are identified

in Table 1 below.

Table 1
Net Deficiency ($ in millions)
Increase
(Decrease)
2024 TY
to 2022
Y
Capital and Capital Related $7.3
Amortizations 0.3
Taxes 1.7
Operating Expense 1.2
Other Margin Impacts (sales and customer 2.1)
growth)
Total Net Incremental Deficiency $8.5

SINCE THE LAST GAS RATE CASE, HAVE ANY OTHER FACTORS IMPACTED THE
COMPANY’S GAS BUSINESS?

Yes. There are several notable factors that have impacted our gas business since
the Company’s last gas rate case — primarily, inflation and supply chain
disruptions. Specifically, unprecedented inflation has affected the cost of our
capital investments and operations, from the cost of materials and supplies to

the cost of paying our employees and contractors. Labor shortages, coupled

5 Case No. PU-23-___
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with wage increases and supply chain shortages and delays across industries,
have also impacted how the Company must manage its operations and labor
and plan its investments. The Company makes every effort to manage these
economic conditions as they apply to our business and customers, but these
issues continue to drive our costs up since the Company developed its future

test year forecast for the last case in 2021.

PLEASE PROVIDE A SPECIFIC EXAMPLE OF INFLATIONARY PRESSURES
IDENTIFIED SINCE THE COMPANY’S LAST GAS RATE CASE.

The cost of fleet fuel has risen almost 100 percent from the forecast used in the
Company’s 2022 test year to the basis for the 2024 test year. An increase in fleet
fuel prices could impact both capital and O&M costs when compared to the

previous test year.

. Capital Related Cost Drivers
PLEASE DESCRIBE THE REVENUE REQUIREMENT IMPACT FOR THE PRINCIPAL
CHANGES IN CAPITAL AND CAPITAL RELATED COSTS.
Table 2 below compares the 2024 test year revenue requirements with the
revenue requirements for the 2022 test year, by category, for capital plant related

costs as shown on Schedule 9.

PLEASE IDENTIFY THE PRINCIPAL CHANGES IN DISTRIBUTION CAPITAL COSTS.

The 2024 test year revenue requirements include a $4.2 million increase due to
the distribution business unit’s capital investments in North Dakota compared
to the 2022 test year. This increase is due to capital investments relating to new
customer business, safety and reliability work, and mandatory relocations.
Additional information regarding distribution’s capital investments is provided

in the direct testimony of Company witness Alicia E. Berger.

6 Case No. PU-23-___
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Table 2
Capital and Capital Related Revenue Requirements Changes

($ in millions)
Increase
(Decrease)
2024 TY
to 2022 TY
Distribution Systems $4.2
Intangible 0.9
Gas Peaking 0.8
ROE Change 0.5
Gas Storage 0.4
General 0.3
Other Rate Base 0.3
TOTAL Capital and Capital Related $7.3

PLEASE IDENTIFY THE PRINCIPAL CHANGES IN GENERAL AND INTANGIBLE
CAPITAL COSTS.

The 2024 test year revenue requirements include a $1.2 million increase due to
our investments in capital projects classified as general and intangible compared
to the 2022 test year. This increase is due to capital investments relating to
replacing aging information technology (IT) and enhancing the safety and
reliability of our transportation fleet and operations centers. Company witnesses
Al Krug and Allison M. Johnson discuss these investments further in direct

testimony.

PLEASE IDENTIFY THE PRINCIPAL CHANGES IN GAS PEAKING CAPITAL COSTS.

The 2024 test year revenue requirements include a $0.8 million increase due to
our investments in capital projects for our Gas Peaking facilities compared to
the 2022 test year. Company witness Berger discusses these investments further

in her direct testimony.
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PLEASE DESCRIBE THE PRINCIPAL CHANGES IN COST OF CAPITAL.

The test year forecast revenue requirements include a $0.5 million increase
related to the proposed change in the return on equity (ROE), compared to the
ROE approved in the Company’s last gas rate case. The total change in cost of
capital is due to a requested 10.2 percent ROE and an increase in the cost of
debt. However, the Company’s interim rate request reflects the 9.8 percent
ROE. Company witness Joshua C. Nowak of Concentric Energy Advisors, Inc.
discusses the ROE.

2. Amortizations
PLEASE DESCRIBE THE PRINCIPAL CHANGES IN AMORTIZATIONS.
The test year revenue requirements include a $0.3 million increase related to
amortizations compared to the 2022 test year. This increase is primarily due to

the Rate Case Expense amortization.

3. Taxces
PLEASE DESCRIBE THE PRINCIPAL CHANGES IN PROPERTY TAXES.
The test year revenue requirements includes a $0.6 million increase in property
taxes compared to the 2022 test year. This is driven by a general overall increase
in North Dakota property tax valuations along with a shift in the North Dakota
allocation percentage between electric and gas as the gas distribution plant
percentage increased for the test year due to the Fargo capacity project going

into service at the end of 2021.

8 Case No. PU-23-_
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4. Operating and Maintenance Expenses (O&>M)
PLEASE DESCRIBE THE PRINCIPAL CHANGES IN OPERATING AND MAINTENANCE
EXPENSES.
Table 3 below compares the 2024 test year revenue requirements with the
revenue requirements for the 2022 test year, by category, for operating expenses

as shown on Schedule 9.

Table 3
O&M Expense Changes ($ in millions)
Increase
(Decrease)
2024 TY
to 2022 TY
Admin & General 1.0
Gas Production and Storage 0.4
Distribution Systems 0.2
Transmission 0.1)
Customer Accounting / Info / Service 0.3)
TOTAL O&M $1.2

WHAT ARE THE REASONS FOR THE INCREASE IN DISTRIBUTION SYSTEMS
OPERATING EXPENSE?

The 2024 test year revenue requirements include a $0.2 million increase in
distribution operating expenses compared to the 2022 test year. This increase is
due to an increase in the cost of labor, due mainly to bargaining unit contract
increases and increases in materials costs, primarily due to inflation. Additional
information regarding 2024 test year distribution O&M relative to the 2022

actual year is discussed in the direct testimony of Company witness Berger.

9 Case No. PU-23-___
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WHAT ARE THE REASONS FOR THE INCREASE IN ADMINISTRATIVE AND
GENERAL (A&G) EXPENSE?

The 2024 test year revenue requirements include a $1.0 million increase in A&G
expense compared to the 2022 test year. This increase is also due to higher cost
of labor, plus increased software maintenance and licensing cost increases
necessaty to support new applications and maintain existing applications to limit

cyber security threats.

DID YOU INCLUDE COMPARISONS OF THE CHANGE IN PURCHASED GAS EXPENSE
AS PART OF THE O&M EXPENSE ANALYSIS?

No. Although the cost of fuel is considered an operating expense, recovery
occurs through the Company’s separate gas adjustment mechanism and true-up

process.

5. Other Margin
PLEASE DESCRIBE THE REVENUE REQUIREMENT IMPACT FOR THE PRINCIPAL
CHANGES IN OTHER MARGIN.
Table 4 below compares the 2024 test year revenue requirements with the
revenue requirements for the 2022 test year, by category, for other margin as

shown on Schedule 9.!

! Due to rounding, the totals in Table 4 do not sum to the total of the Sales Change and Other figures in
Sch. 9.

10 Case No. PU-23-__
Halama Direct



L= e o e S B S A I

N NN N NN NN N R R, R, R, e e e
o0 N1 & LU AW =R, YO 00BN -, O

A.

A.

Table 4
Net Deficiency ($ in millions)

Increase

(Decrease)
2024 TY to

2022 TY
Sales Change ($2.1)
Other 0.1
TOTAL Other Margin Impacts ($2.1)

PLEASE DESCRIBE HOW CHANGES IN REVENUE IMPACT THE COMPANY’S
REVENUE REQUIREMENTS.

Over the past 5 years, the Company’s total number of natural gas customers in
North Dakota has increased by 11 percent. Company witness John M.
Goodenough supports the Company’s customer growth, sales data, and sales
forecast in direct testimony. Customer and sales growth over the past 5 years is
approximately 2.1 percent and that trend is expected to continue for 2023 and

2024 which results in the increased revenue shown on Table 4 above.

ARE THE FUNCTIONAL CLASS CATEGORIES OF OPERATING EXPENSE
COMPARABLE BETWEEN THE 2024 TEST YEAR FORECAST AND THOSE
CONTAINED IN 2022 RATE CASE TEST YEAR?

Yes. Both categorizations conform to the Federal Energy Regulatory

Commission (FERC) Uniform System of Accounts.

ITII. SUPPORTING INFORMATION

WHAT TOPICS DO YOU DISCUSS IN THIS SECTION OF YOUR TESTIMONY?
In this section I provide information related to data provided in our application,

the selection of the test year, and the jurisdictional cost of service study.

11 Case No. PU-23-___
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A. Data Provided and Selection of Test Year

PLEASE DEFINE THE FISCAL PERIODS FOR WHICH FINANCIAL DATA IS PROVIDED
IN THIS PROCEEDING.

Financial data is provided for the most recent fiscal year (calendar year 2022),
the current year (calendar year 2023 — forecasted from July 1, 2023), and the test
year (calendar year 2024). Financial data for the most recent fiscal year, the
current year, and the test year are adjusted for traditional regulatory adjustments

(e.g., advertising expenses, association dues, etc.).

WHY DID THE COMPANY PROPOSE CALENDAR YEAR 2024 FOR THE TEST YEAR
FOR THIS PROCEEDING?

Calendar year 2024 was selected as the test year because it uses the most recent
available budget information and is a reasonable representation of the costs and

expenses the Company will incur when interim and final rates take effect.

DOES THE 2024 FUTURE TEST YEAR MEET THE COMMISSION’S REQUIREMENTS?
Yes. The use of a future test year is permitted by North Dakota Century Code
(N.D.C.C)) § 49-05-04.1(1), which allows a utility to select a future test yeat.
N.D.C.C. § 49-05-04.1(2) then requires the Company to present:

a) a comparison of forecast data to historical period data to demonstrate
the reliability and accuracy of the utility’s forecast, including a
comparison of the prior years’ forecast or budgeted data to actual data
for those periods;

b) astatement that the test year budget data is reasonable, reliable, and made
in good faith; and all basic assumptions used in making or supporting the
tforecast are reasonable, evaluated, identified, and justified to allow the
Commission to test the appropriateness of the forecast; and

¢) the accounting treatment applied to anticipated events and transactions

12 Case No. PU-23-
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in the budget is the same as the accounting treatment to be applied in

recording the events once they have occurred.

Exhibit__ (BCH-1), Schedule 10, Budgeting Accuracy, to my direct testimony
provides a comparison of past budgets to actual costs from 2020-2022 in
compliance with the first requirement of this statute. The 2024 Company budget
data, after the adjustments I discuss below, is a reasonable and conservative
representation of the costs and expenses the Company will incur to provide gas
service in the State of North Dakota and complies with N.D.C.C. § 49-05-
04.1(2). Thus, the 2024 test-year data is reasonable, reliable, and made in good
faith, and is appropriate for setting rates in this proceeding. In addition, the
accounting treatment applied to anticipated events and transactions in the
budget is the same as the accounting treatment applied in recording the events

once they have occurred.

N.D.C.C. § 49-05-04.1(2)(c) REQUIRES A UTILITY TO FILE CERTAIN FINANCIAL
DATA FOR COMPARISON WITH THE TEST YEAR DATA. IS THE COMPANY
COMPLYING WITH THIS REQUIREMENT?

Yes. Exhibit_ (BCH-1), Schedule 3C is the Company’s 2022 actual JCOSS
study. This information, providing the most recent calendar year of actual data,
1s consistent with the approach we took in our last two gas rate cases (Case No.
PU-21-381 and Case No. PU-06-525), and with the financial statements in our
May 1, 2023 jurisdictional annual report filed with the Commission in Case No.
PU-23-167. Exhibit___ (BCH-1), Schedule 3B provides the same information
for the 2023 current year as required by the N.D.C.C.

13 Case No. PU-23-__
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B. Jurisdictional Cost of Service Study
Q. PLEASE DESCRIBE THE COMPONENTS OF THE JCOSS FOR THE 2024 TEST YEAR.
A. The complete JCOSS for 2024 is provided in Schedule 3A, 2024 Test Year
COSS, and includes all the adjustments discussed in my direct testimony. The
JCOSS includes the following financial data input sections for both total
Company and the North Dakota Jurisdiction: (i) capital structure; (it) cost of
capital; (1if) income tax rates; (iv) rate base; (v) income statement; (vi) income

tax calculations; and (vii) cash working capital computation.

Q. PLEASE DESCRIBE THE JURISDICTIONAL COST OF SERVICE SCHEDULES.
A.  The JCOSS summary for the 2024 test year is included in Schedule 3A:
e The “Rate Base Summary” for total Company gas operations and the
North Dakota jurisdiction is shown on Schedule 3A, page 1.
¢ An “Income Statement Summary” for total Company gas operations and
the North Dakota jurisdiction is shown on Schedule 3A, page 2.
e The “Income Tax Summary” for total Company gas operations and the
North Dakota jurisdiction is shown on Schedule 3A, page 3. The
schedule shows adjustments to book income necessary to determine state
and federal taxable income. The federal and state income tax calculations
are carried back to the income statement on Schedule 3A, page 2.
e The “Revenue Requirement Summary” for total Company gas operations
and the North Dakota jurisdiction is shown on Schedule 3A, page 3.
Specifically, the schedule shows: (i) the earned overall rate of return on
rate base; (i) the earned return on equity (ROE); (i) the base rate
revenue deficiency that needs to be recovered to enable North Dakota
jurisdiction gas operations to earn the requested ROE; and (iv) the total
revenue requirements.

14 Case No. PU-23-__
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e The computation of cash working capital is shown on Exhibit__ (BCH-
1), Schedule 8, and is carried back to the rate base on Schedule 3A, page 1.

ARE THE REVENUE CONVERSION FACTOR CALCULATION AND THE NORTH
DAKOTA COMPOSITE INCOME TAX RATES INCLUDED IN THIS FILING?

Yes. The revenue conversion factor is the incremental amount of gross revenue
required to generate an additional dollar of operating income. See Table 5 below

for the revenue conversion factor calculation.

Table 5
Revenue Conversion Factor Calculation
Gross Revenue Factor = 1/ (1 - Federal and ND Income Tax)
1/ (1 -0.24405)
1.32284

WHAT FEDERAL CORPORATE TAX RATE WAS USED TO CALCULATE THE REVENUE
CONVERSION FACTOR?

Pursuant to the Tax Cuts and Jobs Act of 2017, the Company has used a federal
corporate tax rate of 21 percent in the calculation of the revenue conversion
factor. The revenue conversion factor and composite income tax rates are

included in Schedule 3A, page 1.

PLEASE EXPLAIN HOW THE INTEREST DEDUCTION FOR DETERMINING TAXABLE
INCOME IS CALCULATED.

The interest deduction applicable to the income tax calculation is the result of
a calculation commonly referred to as “interest synchronization.” The amount
of interest deducted for income tax purposes is the weighted cost of debt capital

multiplied by the average rate base.

15 Case No. PU-23-_
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A.

DESCRIBE THE SCHEDULE IN YOUR EXHIBITS THAT IS RELATED TO THE INCOME
STATEMENT.

Exhibit__ (BCH-1), Schedule 11, consists of comparative income statements
for the test year. Schedule 11, page 1 is a comparative income statement for the
2024 test year, showing the income effect of present authorized rates and
proposed rates. This comparative income statement was prepared from the
results of the JCOSS and includes the revenue deficiency in the North Dakota
jurisdiction gas utility operations. Schedule 11, page 2 shows a gas utility
comparative income statement for the North Dakota jurisdiction for the 2024

test year, before and after making test period adjustments.

IV. RATE BASE COMPONENTS

PLEASE EXPLAIN WHAT RATE BASE REPRESENTS.

Rate base primarily reflects the capital investment made by a utility in plant,
equipment, materials, supplies, and other assets necessary for the provision of
utility service, reduced by accumulated depreciation and non-investor sources

of capital, such as deferred taxes.

PLEASE IDENTIFY THE MAJOR COMPONENTS OF THE PROJECTED TEST YEAR
RATE BASE.
The test year rate base is generally composed of the following major items,
which will be described in further detail later in my testimony:

e Net Utlity Plant;

e Short-term Construction Work in Progress (CWIP);

e Accumulated Deferred Income Taxes (ADIT); and

e (Other Rate Base Items.

16 Case No. PU-23-__
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PLEASE DESCRIBE THE SCHEDULES IN YOUR TESTIMONY THAT ARE RELATED TO
THE TEST YEAR AVERAGE INVESTMENT IN RATE BASE.

Exhibit _ (BCH-1), Schedule 15, page 1 of 3, shows a detailed statement of
the Average Rate Base by component for the 2024 test year. Schedule 15, page
2 of 3, is a comparative statement of the 2024 test year average rate base for the
North Dakota jurisdiction and total Company, before and after making
proposed test period adjustments. Schedule 15, page 3 of 3 provides detailed
information on CWIP and ADIT for the total Company and North Dakota
jurisdiction. Schedule 3C, page 1 shows the Company’s actual 2022 average rate
base as provided in the May 1, 2023 jurisdictional annual report to the
Commission. The annual jurisdictional report rate base provided in Schedule
3C has been modified to include the proposed ROE, cash working capital, and
an adjustment to include the cost of gas. These modifications were made

consistent with past practice to align with the 2024 test year cost of service.

A.  Net Utility Plant

WHAT DOES NET UTILITY PLANT REPRESENT?

Net utility plant represents the Company’s investment in plant and equipment
that is used and useful in providing retail gas service to its customers, net of

accumulated depreciation and amortization.

PLEASE EXPLAIN THE METHOD USED TO CALCULATE NET UTILITY PLANT
INVESTMENT IN THIS CASE.

The net utility plant is included in rate base at depreciated original cost reflecting
the simple average of projected net plant balances at the beginning and end of
the test year. Such treatment is consistent with the method employed in our

most recent North Dakota gas rate case.
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WHAT HISTORICAL BASE DID THE COMPANY RELY ON AS A STARTING POINT TO
DEVELOP THE PROJECTED NET PLANT BALANCES FOR THE BEGINNING OF THE
TEST YEAR?

The historical base used was the Company’s actual net investment (Plant-
In-Service less Accumulated Depreciation) on the books and records of the
Company as of June 30, 2023. The budget projections for July through
December 2023 were then applied to the June 30, 2023 balance to atrive at a

beginning test year net plant balance.

ON WHAT BASIS WERE NET PLANT BALANCES PROJECTED FOR THE END OF THE
TEST YEAR?

The ending net plant balances were determined by applying the data contained
in the 2024 capital budget to the above-described beginning test year balances,
adjusted for plant additions, retirements, depreciation, salvage, and removal
costs projected to occur during the test year. The net plant balance in rate base
reflects the simple average of projected net plant balances at the beginning and
end of the 2024 test year. Such treatment is consistent with the method

employed in the Company’s most recent gas rate case.

WHAT WAS THE AVERAGE NET UTILITY PLANT INCLUDED IN THE TEST YEAR
RATE BASE?

The average net utility plant included in the test year rate base is $183.832
million, provided in Schedule 3A, page 1. As shown on this schedule, the
average net utility plant is comprised of an average plant balance of $279.835

million minus an average depreciation reserve of $96.003 million.
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A.

A.

A.

B.  Construction Work in Progress (CWIP)

HAs CWIP BEEN INCLUDED IN THE TEST YEAR RATE BASE?

Yes. However, the only CWIP that is included in rate base are costs related to
projects of a short duration (any capital project that is deemed routine and
finishes work within a month) that do not accrue Allowance for Funds Used
During Construction (AFUDC). I note the identification of short term CWIP
ensures that no CWIP is recovered in base rates. Thus, thete is no AFUDC
offset added to operating income. The rate base amount reflects a simple
average of projected short-term CWIP beginning and ending test year balances.
This is consistent with the method employed in our last North Dakota gas rate

case and matches the use of an average rate base.

HOW WERE THE TEST YEAR BEGINNING AND ENDING CWIP BALANCES
DETERMINED?

The beginning test year balance for CWIP was the June 30, 2023 actual balance.
Construction expenditures, and transfers to Plant-In-Service during the
remaining months of 2023 were netted against the June 30, 2023 balance to
derive a beginning test year balance. The beginning test year CWIP balance was
adjusted to reflect projected construction expenditures, and transfers to Plant-
In-Service during the 2024 test year to obtain the ending test year CWIP
balance. These projections were developed from the Company’s 2024 capital

budget.

WHAT WAS THE LEVEL OF SHORT-TERM CWIP INCLUDED IN THE TEST YEAR
RATE BASE?
As shown in Schedule 3A, page 1, the average short-term CWIP included in

rate base was $0.678 million.

19 Case No. PU-23-__
Halama Direct



(—

O T S T S T N T S T N T N T S e e e e e e S N N Y
[« NN » B O S T NS e B o BN e o e NS L B N T I (S T I ee B Ne B o BN BN e NEE S 2 B SO S5 B NS

e

A.

A.

C.  Accumulated Deferred Income Taxes (ADIT)

PLEASE DESCRIBE ACCUMULATED DEFERRED INCOME TAXES.

Inter-period differences exist between the book and taxable income treatment
of certain accounting transactions. These differences typically originate in one
period and reverse in one or more subsequent periods. For utilities, the largest

such timing difference typically is the extent to which accelerated income tax
depreciation exceeds book depreciation during the eatly years of an asset’s
service life. ADIT represents the cumulative net deferred tax amounts that have

been allowed and recovered in rates in previous petiods.

WHY 1s ADIT DEDUCTED IN ARRIVING AT TOTAL RATE BASE?

To the extent income taxes recovered in rates are deferred for later payment,
they represent a prepayment by customers, a non-investor source of funds. The
average projected ADIT balance is deducted in arriving at total rate base to
recognize such funds are available for corporate use between the time they are

collected in rates and ultimately remitted to the respective taxing authotities.

WHAT AMOUNT OF ADIT WAS DEDUCTED IN THE PROJECTED TEST YEAR RATE
BASE?

As shown on Schedule 3A, page 1, $22.872 million was deducted. This amount
reflects a simple average of the projected beginning and ending 2024 test year
ADIT balances and incorporates Internal Revenue Service (IRS) tax regulations.
Specifically, Sec. 1.167(1) of the tax code defines a pro-rated schedule for the
extent average accumulated deferred income taxes can be used to reduce rate
base to comply with the tax normalization requirements of the Code when

forecast information is used to set rates.
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HAS THE COMPANY COMPLIED WITH THE COMMISSION’S ADIT AMORTIZATION
REQUIREMENTS?

Yes. The Commission’s adoption of the Settlement in Case No. PU-18-156
requires the Company to amortize its excess plant-related ADIT using the
Average Rate Assumption Method (ARAM), and amortize unprotected, excess
non-plant-related ADIT over a three-year period. Consistent with this
requirement, the Company is amortizing the excess plant related ADIT using
ARAM. The excess non-plant-related ADIT was amortized as ordered over
three years and ended in 2020, therefore no impact remains in the 2024 test

year.

D.  Other Rate Base

PLEASE SUMMARIZE THE ITEMS YOU HAVE INCLUDED IN OTHER RATE BASE.
Other rate base is comprised primarily of what is referred to as working capital.
It also includes certain unamortized balances that are the result of specific

ratemaking amortizations as discussed later in my testimony.

PLEASE EXPLAIN WHAT WORKING CAPITAL REPRESENTS.

Working capital is the average investment in excess of net utility plant provided
by investors that is required to provide day-to-day utlity service. It includes
items such as materials and supplies, fuel inventory, prepayments, and various
non-plant assets and liabilities. The net cash requirements, also referred to as

cash working capital, is a separate line item on various schedules.

HOW HAVE TEST YEAR MATERIALS AND SUPPLIES AND FUEL INVENTORY
REQUIREMENTS BEEN CALCULATED?
The materials and supplies and fuel inventory amounts shown on Schedule 3A,

page 1, are based on the thirteen-month average balances projected during the
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A.

A.

A.

test year. Materials and supplies average balance included in the test year rate
base equals $0.306 million. The test year average rate base amount for fuel

inventory is $6.008 million.

HOW HAVE THE TEST YEAR NON-PLANT ASSETS AND LIABILITIES BEEN
DETERMINED?

These balances as shown on Schedule 3A, page 1, represent the 2024 calendar
year estimate of these balances. Any book/tax timing differences associated
with these items have been reflected in the determination of current and
deferred income tax provision and ADIT balances previously discussed. This
group is primarily composed of assets that increase test year rate base by $1.049

million.

HOW HAVE THE TEST YEAR PREPAYMENTS AND OTHER WORKING CAPITAL ITEMS
BEEN DETERMINED?

Prepayments and other working capital, such as customer advances and
deposits, are based on the actual thirteen-month average balances during the
period ended June 30, 2023, as a proxy for the test year. The unamortized
balances included in this section are based on the amortization schedules as
described later in my testimony. The net impact of these various items decreases

the test year rate base by $1.294 million as shown on Schedule 3A, page 1.

HOW HAVE TEST YEAR REGULATORY AMORTIZATIONS BEEN CALCULATED?
The rate base amount reflects a simple average of beginning and ending test

year balances.
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HOW HAVE THE TEST YEAR CASH WORKING CAPITAL REQUIREMENTS BEEN
DETERMINED?

Cash working capital requirements have been determined by applying the results
of a comprehensive lead/lag study to the projected test year revenues and

expenses.

HAVE THE COMPONENTS OF THE TEST YEAR CASH WORKING CAPITAL BEEN
CALCULATED CONSISTENT WITH METHODS USED IN THE MOST RECENT NORTH
IDDAKOTA GAS RATE CASE?

Yes.

PLEASE BRIEFLY EXPLAIN HOW A LEAD / LAG STUDY MEASURES CASH WORKING
CAPITAL.

A lead/lag study is a detailed analysis of the time petiods involved in the utility’s
receipt and disbursement of funds. The study measures the difference in days
between the date services to a customer are rendered and the revenues for that
service are received, and the date the costs of rendering the services are incurred

until the related disbursements are actually made.

HAS THE COMPANY’S LEAD/LAG STUDY BEEN UPDATED SINCE ITS LAST NORTH
DAKOTA GAS RATE CASE?

Yes. The Company has updated the study for the calculation of expense lead
days and revenue lag days for the twelve months ending December 31,
2022. The methodology for calculating the lead/lag days is consistent with the
methodology used in the Company’s prior electric and gas regulatory filings.
The results of the updated lead/lag study for gas operations were incorporated
into the North Dakota jurisdiction cash working capital rate base component

as shown on Schedule 3A, page 1.
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A.

WHAT IS THE TEST YEAR CASH WORKING CAPITAL AMOUNT?
The amount included in the average rate base is a negative $0.726 million. The
detailed components and calculations associated with this amount are

summarized in Schedule 8.

WHAT IS INDICATED BY THE NEGATIVE CASH WORKING CAPITAL AMOUNT?

Negative cash working capital indicates overall revenue collections occur sooner
than the date when the associated costs of service are paid. In the Company’s
circumstance, retail revenue collections comprise the largest source of cash
working capital, being offset by operating expenses, fuel expense, and property
taxes. The negative cash working capital decreases rate base to compensate

customers for funds provided to meet cash working capital requirements.

Is THE 2024 TEST YEAR RATE BASE FOR THE COMPANY’S NORTH DAKOTA
JURISDICTION GAS OPERATIONS REASONABLE FOR PURPOSES OF DETERMINING
FINAL RATES IN THIS PROCEEDING?

Yes. The test year rate base was developed on sound ratemaking principles in a

manner similar to prior Company North Dakota gas rate cases.

V. INCOME STATEMENT

A.  Revenues

WAS THE IMPACT OF WEATHER ON PROJECTED SALES AND CUSTOMER GROWTH
FOR THE TEST YEAR RECOGNIZED IN THE TEST YEAR REVENUE REQUIREMENT?
Yes. Test year retail sales levels assume normal weather. Customer counts are

forecasted as described by Company witness Goodenough.
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DO RETAIL OPERATING REVENUES REFLECT THE PROJECTED LEVEL OF
UNBILLED SALES VOLUMES IN THE TEST YEAR FORECAST?

Yes. As Company witness Goodenough explains, the projected level of unbilled
sales 1s incorporated into the retail sales forecast on a calendar month basis. This
eliminates the need to reconcile billing-month sales to calendar-month sales by

recording unbilled revenues.

HAVE YOU CONSIDERED OTHER OPERATING REVENUES AS AN OFFSET TO THE
RETAIL REVENUE REQUIREMENT?

Yes. The test year includes items such as revenues from specific tariff charges
including service activation fees, late payment fees, and others. In areas where
the Company did not budget for the collection of these other operating
revenues, a representative level was determined and included in revenues in the

cost of service study.

B.  Operating and Maintenance Expenses

WHAT O&M COSTS IS THE COMPANY BUDGETING FOR IN THE TEST YEAR?

The test year cost of service represents all the Company’s forecasted O&M
expenses directly assigned or allocated to the North Dakota gas utility; the bulk
of these costs are the O&M expenses incurred by our gas operations function.
The direct testimony of Company witness Berger presents the budgeted O&M
costs for gas operations. As she notes, actual gas operations O&M costs are
expected to be flat through the 2024 test year in aggregate, due to the
Company’s ongoing cost-control efforts. Forecasted increases in some areas are
offset by budgeted reductions in others. The allocation of these costs to the gas
utility and then to the North Dakota jurisdiction is addressed in Section VI of

my direct testimony.
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S

C.  Depreciation Expense

WHAT DEPRECIATION EXPENSE IS USED IN THIS PROCEEDING?

In direct testimony, Company witness Johnson presents the test year
depreciation expense. As she notes, the Company is proposing a reduction for
the North Dakota jurisdiction, which is discussed in Section VII of my

testimony.

D. Taxes
WHAT TAX EXPENSES ARE INCLUDED IN THE 2024 TEST YEAR INCOME
STATEMENT?
We have line items for property tax; income taxes including deferred income
tax; investment tax credits and federal and state income tax; and payroll tax. The

state and federal income taxes are calculated in Schedule 3A, page 3.

HOW ARE INCOME TAXES DETERMINED FOR THE JURISDICTION?

Income taxes are determined based on total before tax book income, tax
additions, and deductions which determine deferred income taxes and the
resulting taxable income that is used to calculate federal and state income taxes.
The federal income tax rate reflects the 21 percent rate effective January 1, 2018
with the enactment of the TCJA. The utilization or generation of net operating
losses or tax credits impact both deferred income taxes and federal and state

income taxes, which I will discuss in mote detail below.

DOES THE COST OF SERVICE REFLECT ANY POTENTIAL FEDERAL OR STATE
CORPORATE TAX RATE CHANGES DURING THE TEST YEAR?

Not at this time. While it is possible that there will be state or federal legislation
during the course of a rate case to change tax rates, no changes are known at

this time.
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A.

WHAT IMPACT WOULD A FEDERAL TAX RATE INCREASE HAVE ON THE COST OF
SERVICE?

The specific impacts to the cost of service would depend on the actual
legislation that is enacted, if any. However, at a high level, an increase in the
corporate income tax rate is expected to increase current and deferred income
tax expense and ADIT leading to a net increase in the cost of service. Similarly,
a decrease in the corporate income tax rate is expected to decrease current and
deferred income tax expense and ADIT leading to a net decrease in the cost of
service, consistent with the TCJA impacts on the cost of service. If, or when,
federal and/or state tax rates may change, the Company would likely need to
work with the Commission to seek relief, or otherwise address the changes

similarly to how the TCJA was addressed in 2018.

PLEASE SUMMARIZE THE RATEMAKING TREATMENT OF NET OPERATING LOSSES
(NOLs).

A NOL i1s created when taxable deductions exceed taxable revenue; when this
occurs, the excess deductions are carried forward to future periods. NOLs
require an adjustment that offsets the part of the ADIT rate base reduction that
is associated with the accelerated depreciation deductions. That adjustment is
needed to keep the Company’s rate base consistent with the income tax
deductions that the Company has been able to use. Keeping a balance of rate
base reductions resulting from the ADI'T and the use of accelerated depreciation
is required under federal income tax law as part of “normalization” for both

accounting and ratemaking.
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PLEASE EXPLAIN HOW THE COMPANY DETERMINES WHETHER DEFERRED TAX
ASSETS (DTAS) ARE CREATED OR CONSUMED.

The calculation of income taxes determines whether DTAs are created or
consumed. After the calculated income tax expense is reduced for allowed NOL
deductions, the remaining deductions are “carried forward” and can be used to
reduce taxes in future years. To the extent the calculated income tax expense
is negative depreciation deductions, are reversed, carried forward, and are
available for utilization in a future period. This reversal creates a reduction to

deferred tax expense, resulting in the creation of a DTA.

In future periods, to the extent the calculated income tax expense is positive,
depreciation deductions that were carried forward are utilized to reduce the
income tax expense by 80 percent for depreciation deductions. This utilization
creates an increase in deferred tax expense, reducing the balance of the DTA.
Once all depreciation deductions previously carried forward are utilized, the
Company will have returned to a positive tax position. This is standard NOL

accounting.

For the purpose of determining the NOL, these income tax calculations are
done on an all-inclusive jurisdictional cost of service basis in which rider
revenues are included with non-rider revenues and investments. This approach
determines the extent to which the Company’s Gas Utllity North Dakota retail
jurisdiction is in a tax loss position or in a position to utilize deductions carried
forward from previous periods. This approach ensures that any reduction in
revenue requirements resulting from the utilization of deductions carried
forward from prior periods is returned to customers as soon as it is available in

the form of a reduction to base rates.
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These balances related to deductions are reported in the Company’s May 1
Jurisdictional Annual Reports, including the most recent May 1, 2023
Jurisdictional Annual Report. By having these annual determinations made on
an all-in basis, the JCOSS includes actual data for both rider recovery and base
rate recovery. Any change in rider recovery by the Commission will be

incorporated in this process.

Do THE DTAS AFFECT THE 2024 TEST YEAR REVENUE REQUIREMENTS?
No. The Company’s 2024 test year COSS does not include a DTA balance

associated with a NOL or state and federal tax credits.

It should be noted that any change in the revenues, expenses, or capital structure
will cause the income tax calculation to be changed. This could, in turn, affect
the timing of the DTAs being generated or consumed and added to, or

removed, from rate base.

HOW WILL THE RATES SET IN THIS CASE AFFECT THE UTILIZATION OF DTAS IN
FUTURE TEST YEARS?

The utilization of DTAs is based on taxable income for the Company’s North
Dakota Gas Retail jurisdiction. Taxable income is determined by total revenues
less total deductions. Once base rates are set in this case for the 2024 test year,

they will remain in place until changed in another gas rate case.
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E. AFUDC

WHAT 1S AFUDC?

As previously noted, AFUDC is the cost of financing during the period a capital
investment is constructed. Once an asset is placed in service, the total cost to
construct, including accumulated AFUDC, 1s recovered through depreciation

expense.

VI. UTILITY AND JURISDICTIONAL ALLOCATIONS

PLEASE DESCRIBE THE METHODS USED TO ALLOCATE COSTS TO THE
COMPANY’S GAS UTILITY OPERATIONS.

The 2024 test year includes both costs incurred directly by the Company’s gas
operating business and costs assigned or allocated by the Service Company for
corporate functions (e.g., accounting, human resources, law, etc.). The Service
Company cost allocation and billing process is subject to FERC jurisdiction and
authorization under a Utility Services Agreement between the Service Company

and the Company.

Cost allocation and assignment principles have not changed since our last North
Dakota gas rate case. O&M cost assignments and allocations are also consistent
with the Company’s recent North Dakota gas rate case filed on September 1,
2021 (Case No. PU-21-381). Non-O&M costs include such items as book
depreciation expense, deferred income taxes, and property taxes. All of the
investments common to the electric and natural gas utilities, and their related
costs (e.g., software or other common investments and expenses), are evaluated
as to whether the cost should be direct assigned to electric or natural gas; or

allocated based on appropriate allocators such as: Customers, Customer Bills,
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A.

Transportation Studies, or the three factor general allocator (the average of

Revenue Ratio, Employee Ratio, and Asset Ratio).

Additional information regarding this process and the reason for selecting a
particular allocator is also included in the Cost Assignment and Allocation
Manual (CAAM), which I have included as Exhibit_ (BCH-1), Schedule 12.
There have not been any changes since the last gas rate case that would

significantly impact the percentage of costs that are assigned to North Dakota.

PLEASE DESCRIBE THE METHODS USED TO ALLOCATE COSTS FOR THE
COMPANY’S GAS UTILITY OPERATIONS IN NORTH DAKOTA.

O&M cost assignments and allocations are summarized on Exhibit_ (BCH-
1), Schedule 13. The expense budgets relied upon to develop test year income
statement items were generally prepared on a functional basis (ze., Production,
Transmission, Distribution, Customer Accounts, Customer Information, Sales,
Administrative and General). These functional amounts are directly assigned to
North Dakota jurisdiction gas operations or allocated to the gas operations

based on cost causation.

PLEASE EXPLAIN THE PROCESS FOR ASSIGNING THE COMPANY’S INVESTMENT
IN GAS PLANT TO THE NORTH DAKOTA JURISDICTION.

A summary and description of the allocation factors used to allocate capital
related items to the North Dakota jurisdictional gas operations income
statement and rate base is contained in Exhibit_ (BCH-1), Schedule 14. Plant
investments ate accounted for in the manner prescribed by the FERC Uniform
System of Accounts. Detailed records are maintained on a functional basis (e.g.,
Production, Transmission, Distribution). The capital budgets, from which the

projected plant balances in rate base were developed, are also prepared on a
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A.

A.

functional basis. These functional amounts are assigned to the appropriate
jurisdiction directly or allocated based on the use of such assets in providing gas
service in a particular jurisdiction and the underlying elements of cost causation.
Customer count, design day, and load dispatch are three of the allocators used

when costs cannot be directly assigned.

HOwW WERE THE DISTRIBUTION INVESTMENT AMOUNTS ASSIGNED TO THE
NORTH DAKOTA JURISDICTION?

The Company’s gas distribution plant investment amounts have been directly
assigned, when possible, based upon the jurisdiction(s) served by each of the
individual distribution facilities. Therefore, North Dakota distribution
investments are generally assigned directly to North Dakota. However, if
distribution investments include components that are common or general plant

in nature they are allocated based on their functional class, consistent with the

CAAM.

VII. ANNUAL ADJUSTMENTS TO THE TEST YEAR

WHAT TOPICS DO YOU ADDRESS IN THIS SECTION OF YOUR TESTIMONY?

In this section of my testimony I explain adjustments that affect our proposed
2024 test year forecast revenue requirement. These adjustments were identified
during our review of the budget and preparation for this case. An individual
adjustment may be related to a previous Commission Order, reflect
Commission policy or traditional ratemaking treatment, or may be proposed to
address a situation particular to this rate case. In this section I provide details
related to each adjustment and explain why each is necessary in order to present

a representative level of rate base or costs in the test year forecast.
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A.

PLEASE DESCRIBE THE TYPES OF ADJUSTMENTS MADE TO THE 2024 TEST YEAR.
I present traditional adjustments consistent with treatment in prior cases and
existing Commission Policy Statements (Precedential Adjustments) and rate
case adjustments related to this particular case (Rate Case Adjustments). Next,
I explain the various amortizations affecting the test year (Amortizations), and
a group of adjustments that are the result of secondary dynamic calculations in

the cost of service model (Secondary COS Calculations).

PLEASE LIST THE 2024 TEST YEAR ADJUSTMENTS.

The following adjustments were made to rate base and the income statement
where applicable. Rate base adjustments are shown on Exhibit__ (BCH-1),
Schedule 5, 2024 Test Year Bridge Schedule - Rate Base, and income statement
(revenue requirement) adjustments are shown on Exhibit  (BCH-1),
Schedule 6, 2024 Test Year Bridge Schedule - Income Statement. Column 5 of
the Rate Base bridge schedule shows the 2024 unadjusted rate base by each
component of rate base. Each adjustment to rate base is contained within a
column that shows its effect on each rate base component. Likewise, Column 5
of the Income Statement bridge schedule shows the 2024 unadjusted income
statement by each component of the income statement. As with rate base, each
adjustment to the income statement is contained within a column that shows
its effect on each income statement component. In addition, the Income
Statement bridge schedule shows the impact of each rate base and income
statement adjustment on the revenue requirement. Exhibit  (BCH-1),
Schedule 4, List of Adjustments, provides adjustment amounts for the 2024 test

year.
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Rate Case Adjustments
1. Bad Debt

. Depreciation Study: TD&G

. Dues: Chamber of Commerce

2
3
4. Economic Development Donations
5. Foundation and Other Donations

6

. Long Term Incentive (IL'TT) Compensation

Amortizations

1. Income Tax Tracker Amortization
2. NOL Tax Reform Regulatory Amortization

3. Rate Case Expense Amortization

Secondary Cost of Service Calculations

1. ADIT Pro-Rate — IRS Required
2. Cash Working Capital Adjustment
3. Change in Cost of Capital

Each of these adjustments is discussed in more detail in this section of my

testimony.

Is THE 2024 O&M EXPENSE FORECAST FOR THE COMPANY’S GAS UTILITY
OPERATIONS AN ACCURATE AND RELIABLE PRO]ECTION?
Yes. With the adjustments I previously described, it is an accurate and reliable

projection on which to base this rate request.
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>

A.  Precedential Adjustments

PLEASE LIST THE PRECEDENTIAL TEST YEAR ADJUSTMENTS INCLUDED IN THE
REVENUE REQUIREMENT CALCULATION.

Schedule 4, List of Adjustments, provides a list of Precedential Adjustments and
their associated revenue requirement impact, based on past rate case precedent

for the 2024 test year.

HOW DOES THE COMPANY PROVIDE SUPPORT FOR THESE PRECEDENTIAL
ADJUSTMENTS?

Treatment of these precedential adjustments has not changed from the
Commission’s Order in the Company’s previous completed gas rate cases. As
such, the Company has provided the adjustments themselves in Schedules to
my direct testimony, and support for these adjustments, including a detailed
description of each adjustment and supporting materials, in the workpapers
identified in Schedule 4. This organization is intended to facilitate the review of

and full support for each adjustment within the identified workpapet.

B. Rate Case Adjustments

A Aviation
PLEASE DESCRIBE THE AVIATION ADJUSTMENT.
The aviation adjustment removes 100 percent of the aviation-related costs to
the North Dakota gas jurisdiction. These costs are incurred in lieu of
commercial aviation transportation and help to facilitate the efficient use of
executive time. We are making this adjustment to reduce the number of

disputed issues in this case.
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This adjustment impacts the 2024 test year revenue requirements by the
amounts shown on:

e  Schedule 6, page 1, row 40, column 7,

e  Schedule 4, page 1, row 10, column 5,

e  Volume 3, Section VIII Adjustments, Tab A3.

2 Bad Debt
PLEASE DESCRIBE THE BAD DEBT ADJUSTMENT.
The original calculation for 2024 bad debt expense was generated during the
budget process and is a function of projected revenues multiplied by the bad
debt ratio for NSPM. An analysis was performed to update the bad debt
expense based upon the revenue deficiency in the 2024 test year. An adjustment
is needed to incorporate into the revenue requirement the updated bad debt

amount, which best reflects test year costs.

This adjustment impacts the 2024 test year revenue requirements by the
amounts shown on:

e  Schedule 6, page 1, row 40, column 8,

e  Schedule 4, page 1, row 11, column 5,

e  Volume 3, Section VIII Adjustments, Tab A7.

3. Depreciation Study - Transmission, Distribution, and General
PLEASE DESCRIBE THE GAS DEPRECIATION STUDY TD&G ADJUSTMENT.
This adjustment updates the 2024 test year to include the impact of the
Company’s 2022 depreciation study related to TD&G. This adjustment is

further supported by Company witness Johnson in her direct testimony.
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This adjustment impacts the 2024 test year revenue requirements by the
amounts shown on:

e Schedule 5, page 1, row 46, column 6,

e Schedule 6, page 1, row 40, column 9,

e  Schedule 4, page 1, row 12, column 5,

e  Volume 3, Section VIII Adjustments, Tab A8.

4. Dues: Chamber of Commerce

DOES THE COMPANY’S REQUEST INCLUDE RECOVERY OF ASSOCIATION DUES
PAID TO CHAMBERS OF COMMERCE?

Yes. The Company has included membership dues paid to various Chambers
of Commerce in North Dakota in the 2024 test year. Chambers of Commerce
provide an essential link between the Company and the communities it serves,
allowing for improved utility service. Because membership in these
organizations provides benefits to all utility customers, recovery of membership
dues paid to Chambers of Commerce is appropriate. Chamber of Commerce
dues are initially recorded below the line; thus, an adjustment is necessary to

include Chamber of Commerce dues in test year costs.

This adjustment impacts the 2024 test year revenue requirements by the

amounts shown on:
e  Schedule 0, page 1, row 40, column 10,
e  Schedule 4, page 1, row 13, column 5,
e  Volume 3, Section VIII Adjustments, Tab A9.
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5. Economic Development Donations
PLEASE IDENTIFY THE COMPANY’S ECONOMIC DEVELOPMENT PROGRAMS
CURRENTLY AVAILABLE.
The Company makes contributions to a number of regional and local economic
development organizations positioned to combine resources for the purpose of
maintaining and improving the long-term economic health of communities in
our service territory or retaining employment opportunities and expanding the

state and local tax base.

The Company can, through a donation, provide communities or organizations
involved in community and economic development with either an operating
grant or a one-time investment in a special project that supports the community

and economic development efforts of our communities.

This adjustment impacts the 2024 test year revenue requirements by the

amounts shown on:
e  Schedule 6, page 1, row 40, column 11,
e Schedule 4, page 1, row 14, column 5,
e  Volume 3, Section VIII Adjustments, Tab A10.

6. Foundation and Other Donations
PLEASE DESCRIBE THE CHARITABLE CONTRIBUTION ADJUSTMENT.
The Company is proposing to include 50 percent of corporate charitable
contributions benefiting the State of North Dakota in the test year. An analysis
was performed on contribution details to ensure that only amounts contributed
to charities and institutions that could be associated with the Company’s North
Dakota jurisdiction were included in the cost of service.
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This adjustment impacts the 2024 test year revenue requirements by the
amounts shown on:

e  Schedule 6, page 1, row 40, column 12,

e  Schedule 4, page 1, row 15, column 5,

e  Volume 3, Section VIII Adjustments, Tab A11.

7. Long Term Incentive (1.T1) Compensation
PLEASE DESCRIBE THE INCENTIVE COMPENSATION ADJUSTMENT IN THE 2024
TEST YEAR.
We have adjusted test year costs to include the budgeted costs of the long-term
incentive compensation related to Company achievement of environmental
goals and time-based employee retention incentives. Company witness Krug

discusses incentive compensation in his direct testimony.

This adjustment impacts the 2024 test year revenue requitements by the

amounts shown on:
e Schedule 6, page 1, row 40, columns 13-14,
e Schedule 4, page 1, rows 16-17, column 5,
e  Volume 3, Section VIII Adjustments, Tab A12-13.

C.  Amortizations
1. Income Tax Tracker Amortization
PLEASE DESCRIBE THE INCOME TAX TRACKER AMORTIZATION.
The Company has concluded tax audits with the IRS and the Minnesota
Department of Revenue for tax years ended 2010 through 2016. As a result of

the audits, the Company paid tax and interest on the disputed amounts. We
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proposed to collect this amount over the three years in Case No. PU-21-381

and this adjustment represents the last year of that amortization.

This adjustment impacts the 2024 test year revenue requirements by the
amounts shown on:

e  Schedule 5, page 1, row 46, column 7,

e  Schedule 6, page 1, row 40, column 15,

e Schedule 4, page 1, row 20, column 5,

e  Volume 3, Section VIII Adjustments, Tab A14.

2. NOL Tax Reform Regulatory Amortization

PLEASE DESCRIBE THE NOL TAX REFORM REGULATORY AMORTIZATION.
The Commission’s Order in Case No. PU-18-156 approved the Company’s
proposed amortization level included in the TCJA refund calculation. This is
being amortized over 23 years. This adjustment impacts the 2024 test year
revenue requirements by the amounts shown on:

e  Schedule 5, page 1, row 406, column 8,

e  Schedule 6, page 1, row 40, column 16,

e  Schedule 4, page 1, row 21, column 5,

e  Volume 3, Section VIII Adjustments, Tab A15.

LA Rate Case Expense Amortization
PLEASE DESCRIBE THE 2024 RATE CASE EXPENSES AMORTIZATION.
The Company requests approval of $1.381 million of projected direct expenses
associated with this rate case docket and a three-year amortization period. A
three-year amortization period is consistent with our requested amortization
period for other amortizations in prior rate cases.
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WHAT ELSE IS INCLUDED IN THE REQUESTED RATE CASE EXPENSE AMOUNT IN
THE 2024 TEST YEAR?

Based on the Settlement Agreement in PU-21-381, rate case expense of $1.2
million was approved and amortized over a five -year period from 2022 to 2026.
The Company has included an adjustment for the prior amortization to reflect
the actual expense incurred and to account for the amortization periods that

will not be completed prior to the 2024 test year.

This adjustment impacts the 2024 test year revenue requirements by the
amounts shown on:

e  Schedule 6, page 1, row 40, column 17,

e  Schedule 4, page 1, row 22, column 5,

e  Volume 3, Section VIII Adjustments, Tab A16.

D. Secondary Cost of Service Calculations
1. ADIT Prorate — IRS Reguired
PLEASE DESCRIBE THE ADIT PRORATE ADJUSTMENT THAT IS REQUIRED BY THE
IRS AND INCLUDED IN THESE SECONDARY CALCULATIONS.
In general, the IRS tax regulations in Sec. 1.167(1) define a prorated schedule
for the extent average accumulated deferred income taxes can be used to reduce
rate base to comply with the tax normalization requirements of the Code when
forecast information is used to set rates. Given that the Company’s filing utilizes
forecast test year data, this condition applies. This has been supported by a

number of Private Letter Rulings (PLRs) issued by the IRS.
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A.

This secondary calculation limits the ADIT deduction from rate base by
applying the IRS defined prorate method to only the forecast entries to this

balance.

This adjustment impacts the 2024 test year revenue requirements by the

amounts shown on:
e  Schedule 5, page 1, row 46, column 9,
e  Schedule 6, page 1, row 40, column 18,
e  Schedule 4, page 1, row 25, column 5,
e  Volume 3, Section VIII Adjustments, Tab A17.

s Cash Working Capital Adjustment
PLEASE DESCRIBE THE CASH WORKING CAPITAL ADJUSTMENT BEING MADE AS
A SECONDARY CALCULATION.
As discussed earlier in Section IV.D, Other Rate Base, the Company has
incorporated a secondary calculation to apply the various revenue lead days and
expense lag days to the various income statement components to result in the

appropriate cash working capital rate base adjustment.

This adjustment impacts the 2024 test year revenue requirements by the

amounts shown on:
e  Schedule 5, page 1, row 46, column 10,
e Schedule 6, page 1, row 40, column 19,
e  Schedule 4, page 1, row 26, column 5,
e  Volume 3, Section VIII Adjustments, Tab A18.
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A.

% Change in the Cost of Capital
PLEASE DESCRIBE THE IMPACT OF THE CHANGE IN THE COST OF CAPITAL
ADJUSTMENT.
The revenue requirements associated with the above adjustments described in
this section of my testimony ate calculated using the approved cost of capital in
our last rate case. We calculate the revenue requirement impact of each
adjustment at our currently authorized overall ROR of 7.08 percent (which
includes the currently authorized ROE of 9.8 percent) so that changes in the
overall cost of capital that occur during the duration of the rate case do not
affect the revenue requirements for each adjustment. The change in cost of
capital adjustment reflects the impact of the change in the approved ROR (7.08
percent) and proposed ROR (7.52 percent with a 10.20 percent ROE) for all
the rate base and income statement adjustments.
This adjustment impacts the 2024 test year revenue requirements by the
amounts shown on:

e  Schedule 6, page 1, row 40, column 20,
e  Volume 3, Section VIII Adjustments, Tab A19.

VIII. COMPLIANCE MATTERS

DID YOU REVIEW PRIOR COMMISSION ORDERS AS PART OF THE DEVELOPMENT
OF THE TEST YEAR REVENUE REQUIREMENT?

Yes. I describe below the various Commission Orders that were reviewed and
addressed in preparing the test year. I discussed required adjustments related to
each of these items eatlier in my testimony. The Filing Requirements
Compliance Table included in the testimony of Company witness Krug,
Exhibit__ (ADK-1), Schedule 2, documents how our rate case filing includes

information submitted in compliance with these prior Commission orders.
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1. Long Term Incentive
Portions of long-term incentive have been excluded from the test year as part
of our incentive adjustment, which is discussed in Section VII of my testimony.
However, as discussed in the direct testimony of Company witness Krug, the
Company is requesting recovery of the “environmental” and “time base”
portion of its Long-Term Incentive Plan. I discuss the inclusion of these costs

in our request above.

The Company has removed all expenses associated with the Company’s
Supplemental Executive Retitement Plan (SERP) from its base data, which is

consistent with prior Commission practice.

2 Organizational Dues
Consistent with prior Commission orders, only organizational dues related to
North Dakota gas operations were allowed recovery in gas rates. Any
organizational dues not related to the gas operations supporting the State of
North Dakota have been eliminated from the test year in our association dues

adjustment.

3. Lobbying Expense
ARE ANY COSTS RELATED TO CIVIC OR POLITICAL ACTIVITIES (LOBBYING),
IDENTIFIED IN THE COST OF SERVICE, OR AD]USTMENTS.>
No. The Company moved all lobbying costs to below the line accounting,
FERC account 426.4, Expenditures for certain civic, political, and related
activities. Thus, no adjustment to the cost of service for lobbying is required, as

these below-the-line amounts are not used in developing the cost of service.
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IX. CONCLUSION

PLEASE SUMMARIZE YOUR RECOMMENDATIONS TO THE COMMISSION.

I recommend that the Commission determine an overall retail revenue
requirement of $98.453 million and 2024 revenue deficiency of $8.463 million
for the Company’s North Dakota jurisdictional gas operation, determined by
the cost of service for the 2024 test year. I also recommend the Commission
grant an interim rate increase of $7.889 million for the Company’s North

Dakota jurisdictional operation.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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Resume of Benjamin C. Halama

Manager of Revenue Analysis Xcel Energy Services Inc.
Revenue Requirements—North 414 Nicollet Mall
Minneapolis, MN 55401

Current Responsibilities

Since September 2018, I have worked as Manager of the Revenue
Requirements—North department. In this position, I prepare and present cost
of service studies, revenue requirement determinations, and jurisdictional
annual reportts for the electric and gas operations of Northern States Power
Company to the Minnesota Public Utilities Commission, the South Dakota
Public Utilittes Commission, and the North Dakota Public Service
Commission, and the Federal Energy Regulatory Commission.

Employment History
Xcel Energy — Minneapolis, MN

e Manager of Revenue Requirements—North, September 2018 to Present
e Manager Utility Accounting, May 2015 to August 2018

Target Corporation — Minneapolis, MN
e Manager of Inventory Accounting, 2014-2015
e Lead Analyst Financial Reporting, 2013-2014
e Supervisor Sales Accounting and Operations, 2011-2013

Copeland Buhl and Company — Wayzata, MN
e Accounting Supervisor, 2007-2011
e Senior Accountant, 2004-2007
e Staff Accountant, 2002-2004

Education
University of Wisconsin at Eau Claire, May 2002
Bachelor of Science in Accounting
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1of3
2024 Test Year Cost of Service Study (COSS)

2024 Test Year
Total | NDGas |  Other

Composite Income Tax Rate

State Tax Rate 4.31% 4.31% 4.31%
Federal Statuatory Tax Rate 21.00% 21.00% 21.00%
Federal Fffective Tax Rate 20.09% 20.09% 20.09%
Composite Tax Rate 24.40% 24.40% 24.40%
Revenue Conversion Factor (1/(1--Composite Tax Rate)) 1.322837 1.322837 1.322837

Weighted Cost of Capital

Active Rates and Ratios Version Proposed Proposed Proposed
Cost of Short Term Debt 7.72% 7.72% 7.72%
Cost of Long Term Debt 4.54% 4.54% 4.54%
Cost of Common Equity 10.20% 10.20% 10.20%
Ratio of Short Term Debt 0.12% 0.12% 0.12%
Ratio of Long Term Debt 47.38% 47.38% 47.38%
Ratio of Common Equity 52.50% 52.50% 52.50%
Weighted Cost of STD 0.01% 0.01% 0.01%
Weighted Cost of LTD 2.15% 2.15% 2.15%
Weighted Cost of Debt 2.16% 2.16% 2.16%
Weighted Cost of Equity 5.36% 5.36% 5.36%
Required Rate of Return 7.52% 7.52% 7.52%
Rate Base

Plant Investment 2,487,402 279,835 2,207,568

Depreciation Reserve 888,971 96,003 792,967
Net Utility Plant 1,598,432 183,832 1,414,600
CWIP 5,715 678 5,037

Accumulated Deferred Taxes 236,864 22,872 213,992

DTA - NOL Average Balance

DTA - State Tax Credit Average Balance

DTA - Federal Tax Credit Average Balance - - -
Total Accum Deferred Taxes 236,864 22,872 213,992

Cash Working Capital 13,777 726 ,052
Materials and Supplies 2,624 306 2,318
Fuel Inventory 49,763 6,008 43,755
Non-plant Assets and Liabilities 9,017 1,049 7,968
Customer Advances ,755 (1,56 195

Customer Deposits

2 153

Prepaids and Other 2,455 287 2,168

Regulatory Amortizations 990 990 -
Total Other Rate Base Items 49,143 6,333 42810
Total Rate Base 1,416,425 167,970 1,248,455

Operating Revenues

Retail 700,993 89,990 611,003
Interdepartmental 7,410 7,410
Other Operating Rev - Non-Retail 4,064 469 3,594

Total Operating Revenues 712,467 90,459 622,008



Northern States Power Company
State of North Dakota Gas Jurisdiction

2024 Test Year Cost of Service Study (COSS)
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2024 Test Year
‘Total | NDGas Other
Expenses
Operating Expenses:

Purchased Gas 408,589 58,155 350,434

Gas Production & Storage 10,228 2,300 7,927

Gas T'ransmission 2,464 295 2,169

Gas Distribution 44728 5,282 39,446

Customer Accounting 12,680 1,354 11,326

Customer Service & Information 24,150 152 23,998

Sales, Econ Dvlp & Other 60 9 50

Administrative & General 31,211 3.474 27,738

Total Operating Expenses 534,109 71,020 463,089
Depreciation 79,142 9,370 69,772
Amortization 1,492 567 926
Taxes:

Property Taxes 24,706 2,020 22,686
I'TC Amortization (107 0) (106
Deferred Taxes 8,985 1,277 7,708
Deferred Taxes - NOL
Less State Tax Credits deferred
Less Federal Tax Credits deferred

Deferred Income Tax & I'TC 8,878 1,277 7,601

Payroll & Other Taxes 3,823 396 3,427

Total Taxes Other Than Income 37,406 3,692 33,714

Income Before Taxes

Total Operating Revenues 712,467 90,459 622,008

less: Total Operating Expenses 534,109 71,020 463,089
Book Depreciation 79,142 9,370 69,772
Amortization 1,492 567 926
Taxes Other than Income 37,406 3,692 33,714

Total Before Tax Book Income 60,318 5,811 54,507
Tax Additions

Book Depreciation 79,142 9,370 69,772

Deferred Income Taxes and I'TC 8,878 1,277 7,601

Nuclear Fuel Burn (ex. D&D)

Nuclear Outage Accounting

Avoided Tax Interest 1,676 175 1,501

Other Book Additions 60 60 _

Total Tax Additions 89,756 10,881 78,875
Tax Deductions
Total Rate Base 1,416,425 167,970 1,248,455
Weighted Cost of Debt 2.16% 2.16% 2.16%

Debt Interest Expense 30,595 3,628 26,967

Nuclear Outage Accounting

Tax Depreciation and Removals 122,176 15,033 107,143

NOL Utilized / (Generated)

Other Tax / Book Timing Differences (3,429 (396) (3,033)

Total Tax Deductions 149,342 18,265 131,077
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2024 Test Year

Total | NDGas | Other
State Taxes
State Taxable Income 732 74 2,305
State Income Tax Rate 4.31% 4.31% 4.31%
State Taxes before Credits 32 68 99
Less State Tax Credits applied (61) 8) (53)
Total State Income Taxes ) 47
Federal Taxes
Federal Sec 199 Production Deduction
Federal Taxable Income 761 19§ 2,259
Federal Income Tax Rate 21.00% 21.00% 21.00%
Federal Tax before Credits 160 315 474
Less Federal Tax Credits (33 (216)
Total Federal Income Taxes 347 258
Total Taxes
Total Taxes Other than Income 37,406 3,692 33,714
Total Federal and State Income Taxes 18 23 305
Total Taxes 37,288 3,269 34,019
Total Operating Revenues 712,467 90,459 622,008
Total Expenses 652,032 84,226 567,806
AFDC Debt
AFDC Equity
Net Income 60,436 6,234 54,202
Rate of Return (ROR)
Total Operating Income 60,436 6,234 54,202
Total Rate Base 1,416,425 167,970 1,248,455
ROR (Operating Income / Rate Base) 4.27% 3.71% 4.34%
Return on Equity (ROE)
Net Operating Income 60,436 6,234 54,202
Debt Interest (Rate Base * Weighted Cost of Debt) ,595 3,628 6,967
Farnings Available for Common 29,841 2,606 27,235
Lquity Rate Base (Rate Base * Fquity Ratio) 743,623 88.184 655,439
ROE (earnings for Common / Equity) 4.01% 2.95% 4.16%
Revenue Deficiency
Required Operating Income (Rate Base * Required Return) 106,515 12,631 93,884
Net Operating Income 60,436 6,234 54,202
Operating Income Deficiency 46,079 6,398 39,682
Revenue Conversion Factor (1/(1--Composite Tax Rate)) 1.322837 1.322837 1.322837
Revenue Deficiency (Income Deficiency * Conversion Factor) 60,955 8,463 52,493
Total Revenue Requirements
Total Retail Revenues 708,404 89,990 618,414
Revenue Deficiency 60,955 8,463 52,493
Total Revenue Requirements 769,359 98,453 670,906
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2023 Current Year

‘Total | NDGas |

Other

Composite Income Tax Rate
State Tax Rate

Federal Statuatory Tax Rate
Federal Effective Tax Rate
Composite Tax Rate

Revenue Conversion Factor (1/(1--Composite Tax Rate))

Weighted Cost of Capital
Active Rates and Ratios Version
Cost of Short T'erm Debt
Cost of Long Term Debt
Cost of Common Equity
Ratio of Short Term Debt
Ratio of Long Term Debt
Ratio of Common Equity
Weighted Cost of STD
Weighted Cost of L'TD
Weighted Cost of Debt
Weighted Cost of Equity
Required Rate of Return

Rate Base
Plant Investment
Depreciation Reserve
Net Utility Plant
CWIP

Accumulated Deferred Taxes
DTA - NOL Average Balance

DTA - State Tax Credit Average Balance
DTA - Federal Tax Credit Average Balance

Total Accum Deferred Taxes

Cash Working Capital
Materials and Supplies
Fuel Inventory
Non-plant Assets and Liabilities
Customer Advances
Customer Deposits
Prepaids and Other
Regulatory Amortizations
Total Other Rate Base Items

Total Rate Base

Operating Revenues
Retail
Interdepartmental

Other Operating Rev - Non-Retail
Total Operating Revenues

4.31% 4.31%
21.00% 21.00%
20.09% 20.09%
24.40% 24.40%

1.322837 1.322837
Proposed Proposed

5.56% 5.56%

4.34% 4.34%
10.20% 10.20%

0.82% 0.82%
46.68% 46.68%
52.50% 52.50%

0.05% 0.05%

2.03% 2.03%

2.08% 2.08%

5.36% 5.36%
7.44% 7.44%

2,270,714 248,221
830,599 89,221
1,440,116 159,001

4,551 544
229,021 21,675
229,021 21,675

7,64 10

2,624 306
49,763 6,008

9,223 1,071

2,455 287

1059 1059
55,556 7,160

1,271,201 145,029

817,279 110,404
943

733 37

818,955 110,774

4.31%
21.00%
20.09%
24.40%

1.322837

Proposed
5.56%
4.34%

10.20%
0.82%
46.68%
52.50%
0.05%
2.03%
2.08%
5.36%
7.44%

2,022,493
741378
1,281,115
4,007

207,345

207,345

2,318
43,755
8,153

2,168
48,396
1,126,172
706,875
943

362
708,181
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2023 Current Cost of Service Study (COSS)

2023 Current Year
‘Total | NDGas | Other

Expenses
Operating Expenses:
Purchased Gas 525,939 78,204 447735
Gas Production & Storage 11,473 2,524 8,949
Gas Transmission 1,475 177 1,299
Gas Distribution 46,710 5,457 41,252
Customer Accounting 13,379 1,509 11,870
Customer Service & Information 23,187 129 23,058
Sales, FEcon Dvlp & Other (49) (3) (45)
Administrative & General 28252 3391 24,861
Total Operating Expenses 650,367 91,388 558,979
Depreciation 70,749 7,953 62,797
Amortization 36 191 (156
Taxes:
Property Taxes 22,121 1,791 20,330
I'TC Amortization (107) (0) (107)
Deferred Taxes 6,879 1,130 5,749

Deferred Taxes - NOIL.
ILess State Tax Credits deferred
Less Federal Tax Credits deferred

Deferred Income Tax & I'TC 6,772 1,130 5,642
Payroll & Other Taxes 3,459 395 3,065
Total Taxes Other Than Income 32,352 3,316 29,037

Income Before Taxes

Total Operating Revenues 818,955 110,774 708,181
less: Total Operating Fxpenses 650,367 91,388 558,979
Book Depreciation 70,749 7,953 62,797
Amortization 36 191 (156
Taxes Other than Income 32,352 3.316 29,037
Total Before Tax Book Income 65,450 7,926 57,524
Tax Additions
Book Depreciation 70,749 7,953 62,797
Deferred Income Taxes and I'TC 6,772 1,130 5,642

Nuclear Fuel Burn (ex. D&D)

Nuclear Outage Accounting

Avoided Tax Interest 1,478 217 1,260
Other Book Additions 60 60 _
Total Tax Additions 79,059 9,360 69,699

Tax Deductions

Total Rate Base 1,271,201 145,029 1,126,172
Weighted Cost of Debt 2.08% 2.08% 2.08%
Debt Interest Expense 26,441 3,017 23,424
Nuclear Outage Accounting
Tax Depreciation and Removals 106,603 13,008 93,595

NOL Utilized / (Generated)

Other Tax / Book Timing Differences (2,945) (342) (24
Total Tax Deductions 130,099 15,683 114,416



Northern States Power Company Case No. PU-23-____
State of North Dakota Gas Jurisdiction Exhibit___ (BCH-1), Schedule 3B

30f3
2023 Current Cost of Service Study (COSS)

2023 Current Year
Total | NDGas |  Other

State Taxes

State T'axable Income 14,410 1,603 12,807
State Income Tax Rate 4.31% 4.31% 4.31%
State T'axes before Credits 621 69 552
Less State Tax Credits applied [N 8) (53)
Total State Income Taxes 560 61 499

Federal Taxes
Federal Sec 199 Production Deduction

Federal Taxable Income 13,850 1,542 12,307
Federal Income Tax Rate 21.00% 21.00% 21.00%
Federal Tax before Credits 2,908 324 2,585
Less Federal Tax Credits (249) (33) (216)
Total Federal Income Taxes 2,660 291 2,369
Total Taxes
Total Taxes Other than Income 32,352 3316 29,037
Total Federal and State Income Taxes 3,220 352 2,868
Total Taxes 35,572 3,668 31,904
Total Operating Revenues 818,955 110,774 708,181
Total Expenses 756,725 103,200 653,524
AFDC Debt
AFDC Equity
Net Income 62,230 7,574 54,656
Rate of Return (ROR)
Total Operating Income 62,230 7,574 54,656
Total Rate Base 1,271,201 145,029 1,126,172
ROR (Operating Income / Rate Base) 4.90% 5.22% 4.85%
Return on Equity (ROE)
Net Operating Income 62,230 7,574 54,656
Debt Interest (Rate Base * Weighted Cost of Debt) (26,441 (3,017 (23,424
35,789 4,557 31,232
067,381 76,140 591,240
5.36% 5.99% 5.28%
Revenue Deficiency
Required Operating Income (Rate Base * Required Return) 94,577 10,790 83,787
Net Operating Income 62,230 7,574 54,656
Operating Income Deficiency 32,347 3,216 29,131
Revenue Conversion Factor (1/(1--Composite Tax Rate)) 1.322837 1.322837 1.322837
Revenue Deficiency (Income Deficiency * Conversion Factor) 42,790 4,254 38,535
Total Revenue Requirements
Total Retail Revenues 818,222 110,404 707,818
Revenue Deficiency 42,790 4,254 38,535

Total Revenue Requirements 861,012 114,658 746,354



Northern States Power Company

State of North Dakota Gas Jurisdiction

2022 Actual Cost of Service Study (COSS)

Case No. PU-23-____
Exhibit___ (BCH-1), Schedule 3C
10f3

2022 Actual WN Year

Total | NDGas | Other
Composite Income Tax Rate
State Tax Rate 4.31% 4.31% 4.31%
Federal Statuatory Tax Rate 21.00% 21.00% 21.00%
Federal Effective Tax Rate 20.09% 20.09% 20.09%
Composite Tax Rate 24.40% 24.40% 24.40%
Revenue Conversion Factor (1/(1--Composite Tax Rate)) 1.322837 1.322837 1.322837
Weighted Cost of Capital
Active Rates and Ratios Version Proposed Proposed Proposed
Cost of Short Term Debt 6.92% 6.92% 6.92%
Cost of Long Term Debt 4.18% 4.18% 4.18%
Cost of Common Equity 10.20% 10.20% 10.20%
Ratio of Short Term Debt 0.22% 0.22% 0.22%
Ratio of Long Term Debt 47.16% 47.16% 47.16%
Ratio of Common Equity 52.62% 52.62% 52.62%
Weighted Cost of STD 0.02% 0.02% 0.02%
Weighted Cost of LTD 1.97% 1.97% 1.97%
Weighted Cost of Debt 1.99% 1.99% 1.99%
Weighted Cost of Equity 5.37% 5.37% 5.37%
Required Rate of Return 7.36% 7.36% 7.36%
Rate Base
Plant Investment 2,029,719 216,080 1,813,639
Depreciation Reserve 779,468 82,880 696,588
Net Utlity Plant 1,250,251 133,200 1,117,051
CWIP 4,683 529 4,153
Accumulated Deferred Taxes 225,445 20,825 204,620
DTA - NOL Average Balance (287) 139 (148
DTA - State Tax Credit Average Balance 2 2
DTA - Federal Tax Credit Average Balance (48) 5) (42)
Total Accum Deferred Taxes 225,10 20,679 204,430
Cash Working Capital 13,810) 82 (12,990
Materials and Supplies 2,017 231 1,786
Fuel Inventory 50,382 6,202 44,180
Non-plant Assets and Liabilities 11,347 1,29 10,052
Customer Advances (1,394) (1,465) 1
Customer Deposits (182 2 161
Prepaids and Other 2,603 304 2,299
Regulatory Amortizations 1,128 1,128 -
Total Other Rate Base Items 52,092 6,854 45,238
Total Rate Base 1,081,916 119,904 962,012
Operating Revenues
Retail 1,007,105 138,308 868,797
Interdepartmental 1,468 1,468
Other Operating Rev - Non-Retail 3,868 2,249 1,619
Total Operating Revenues 1,012,441 140,557 871,883



Northern States Power Company Case No. PU-23-___
State of North Dakota Gas Jurisdiction Exhibit___ (BCH-1), Schedule 3C

20f3
2022 Actual Cost of Service Study (COSS)

2022 Actual WN Year
Total | NDGas |  Other

Expenses
Operating Expenses:

Purchased Gas 730,004 109,799 620,205

Gas Production & Storage 10,223 1,630 8,594

Gas Transmission 1,164 143 1,021

Gas Distribution 41,017 5,260 35,757

Customer Accounting 13,350 1,441 11,909

Customer Service & Information 25,008 140 24,867

Sales, Econ Dvlp & Other 68 10 57

Administrative & General 26,961 3,172 23,789

Total Operating Expenses 847,795 121,595 726,200
Depreciation 58,677 6,460 52,217
Amortization (9,569 69 9,638
Taxes:

Property Taxes 21,259 1,490 19,769
I'TC Amortization 107 s 107
Deferred Taxes 3,443 471 2,971
Deferred Taxes - NOL 1,882 651 1,231
Less State Tax Credits deferred 4 4
Less Federal Tax Credits deferred 95 11 84

Deferred Income Tax & I'TC 5317 1,137 4,180

Payroll & Other Taxes 2,920 339 2,581

Total Taxes Other Than Income 29,496 2,966 26,531

Income Before Taxes

Total Operating Revenues 1,012,441 140,557 871,883

less: Total Operating Fxpenses 847,795 121,595 726,200
Book Depreciation 58,677 6,460 52,217
Amortization 9,569 69 9,638
Taxes Other than Income 29,496 2,966 26,531

Total Before Tax Book Income 86,041 9,468 76,573
Tax Additions

Book Depreciation 58,677 6,460 52,217

Deferred Income Taxes and I'TC 5,317 1,137 4,180

Nuclear Fuel Burn (ex. D&D)

Nuclear Outage Accounting

Avoided Tax Interest 1,743 118 1,625

Other Book Additions 60 60 _

Total Tax Additions 65,797 7,774 58,023
Tax Deductions
Total Rate Base 1,081,916 119,904 962,012
Weighted Cost of Debt 1.99% 1.99% 1.99%

Debt Interest Expense 21,530 2,386 19,144

Nuclear Outage Accounting

Tax Depreciation and Removals 85,866 9,718 76,149

NOL Utilized / (Generated) 6,730 2,329 4,401

Other Tax / Book Timing Differences (745 856 6,595

EF.20 83 Q2D - A2Za)

Total Tax Deductions 106,675 13,576 93,09



Northern States Power Company
State of North Dakota Gas Jurisdiction

2022 Actual Cost of Service Study (COSS)

Case No. PU-23-____
Exhibit___ (BCH-1), Schedule 3C
30f3

2022 Actual WN Year

Total | ND Gas Other
State Taxes
State T'axable Income 45,162 3,666 41,497
State Income Tax Rate 4.31% 4.31% 4.31%
State Taxes before Credits 1,947 158 1,789
Less State Tax Credits applied (52 (43)
Total State Income Taxes 1,89 148 1,746
Federal Taxes
Federal Sec 199 Production Deduction
Federal T'axable Income 43,268 3,518 39,751
Federal Income ‘T'ax Rate 21.00% 21.00% 21.00%
Federal Tax before Credits 9,086 739 8,348
Less Federal Tax Credits (344) (42) (302)
Total Federal Income Taxes 8,742 697 8,046
Total Taxes
Total Taxes Other than Income 29,496 2,966 26,531
Total Federal and State Income Taxes 10,637 845 9,792
Total Taxes 40,133 3,810 36,323
Total Operating Revenues 1,012,441 140,557 871,883
Total Expenses 937,036 131,934 805,102
AFDC Debt
AFDC Equity
Net Income 75,404 8,623 66,781
Rate of Return (ROR)
Total Operating Income 75,404 8,623 66,781
Total Rate Base 1,081916 119,904 962,012
ROR (Operating Income / Rate Base) 6.97% 7.19% 6.94%
Return on Equity (ROE)
Net Operating Income 75,404 8,623 66,781
Debt Interest (Rate Base * Weighted Cost of Debt) 21,53 (2,386 19,144
Farnings Available for Common 53,874 6,237 47,637
569.304 63,094 506,211
9.46% 9.88% 9.41%
Revenue Deficiency
Required Operating Income (Rate Base * Required Return) 79,629 8,825 70,804
Net Operating Income 75,404 8,623 66,781
Operating Income Deficiency 4,225 202 4,023
Revenue Conversion Factor (1/(1--Composite Tax Rate)) 1.322837 1.322837 1.322837
Revenue Deficiency (Income Deficiency * Conversion Factor) 5,589 267 5,321
Total Revenue Requirements
Total Retail Revenues 1,008,573 138,308 870,265
Revenue Deficiency 5,589 267 5321
Total Revenue Requirements 1,014,162 138,576 875,586



Northern States Power Company Case No. PU-23____
State of North Dakota Gas Jurisdiction Fxhibit___ (BCH-1), Schedule 4
Page 1 of 1

2024 Test Year - List of Adjustments

$000

O] 2 3 @ ©) ©
Line No. Record Category Report Label Record Type ND — HgRpek
2024 'T'est Year Reference

1 Unadjusted Unadjusted Total Unadjusted 8,118
2
3 Precedential Precedential Adjustments NSPM-Advertising (I'rad) (74) Al
4 Precedential Precedential Adjustments NSPM-Assn Dues (1'rad) (3) A2
5 Precedential Precedential Adjustments NSPM-Incentive Pay (20) A4
6 Precedential Precedential Adjustments NSPM-Incentive Pay_Remove Long Term A5
7 Precedential Precedential Adjustments NSPM-Pension Non-Qual SERP Removal (0) A6
8 Precedential Sub-Total Precedential (228)
9
10 Adjustment Aviation NSPM-Aviation (35) A3
11 Adjustment Bad Debt NSPM-Bad Debt 35 A7
12 Adjustment Depreciation Study: TD&G NSPM-ND Gas Depreciation Study TD&G (150) A8
13 Adjustment Dues: Chamber of Commerce NSPM-Chamber of Commerce Dues 3 A9
14 Adjustment FEconomic Development Donations NSPM-Iicon Dev Donations (1'rad) 4 A10
15 Adjustment F'oundation and Other Donations NSPM-Donations (I'rad) 22 All
16 Adjustment Incentive Compensation NSPM-Incentive Pay_Fnvironmental 111 16 A12
17 Adjustment Incentive Compensation NSPM-Incentive Pay_"Time Based 111 62 Al3
18 Adjustment Sub-Total Adjustment (43)
19
20 Amortization Income T'ax I'racker NSPM-Income Tax Tracker 10 Al4
21 Amortization NOL ADIT ARAM NSPM-NOL Tax Reform ADI'T ARAM 170 Al5
22 Amortization Rate Case Iixpenses NSPM-Amortization Rate Case Fxpense 498 Al6
23 Amortization Sub-Total Amortization 678
24
25 Secondary Calculations ADIT Prorate for IRS NSPM-ADIT Prorate for IRS 4 A17
26 Secondary Calculations Cash Working Capital NSPM-Cash Working Capital (67) Al18
27 Secondary Calculations Sub-Total Secondary Calculations (63)
28

29 Total Revenue Deficiency 8,463



Northern States Power Company
State of North Dakota Gas Jurisdiction

2024 Test Year Bridge Schedule - Rate Base ($000s)

Unadjusted at Last Authorized walkforward to Adjusted at Proposed
1 2 3 4 5 6 7 8 9 10 11
Bridge - Unadjusted Amortization Secondary Calculations
ADIT Cash Depreciation ADIT Cash

Line Prorate for | Working Total Study: Income Tax | NOL ADIT| Prorate for | Working
No IRS Capital Base Unadjusted TD&G Tracker ARAM IRS Capital Total

1 WP-A8 WP-A14 WP-A15 WP-A17 WP-A18

2 Plant as booked

3 Gas Manufactured Plant 11,445 11,445 11,445
4 Gas Storage 14,311 14,311 14,311
5 Gas Transmission 4,006 4,006 4,006
6 Gas Distribution 214,184 214,184 214,184
7 General 19,609 19,609 19,609
8 Common 16,280 16,280 16,280
9 Total Utility Plant in Service 279,835 279,835 279,835
10

11 Reserve for Depreciation

12 Gas Manufactured Plant 2,944 2,944 2,944
13 Gas Storage 8,376 8,376 8,376
14 Gas T'ransmission 1,818 1,818 5 1,823
15 Gas Distribution 66,782 66,782 124 66,906
16 General 8,044 8,044 (O 7,878
17 Common 8,126 8,126 8,077
18 Total Reserve for Depreciation 96,089 96,089 96,003
19

20 Net Utility Plant

21 (Gas Manufactured Plant 8,501 8,501 8,501
22 Gas Storage 5,935 5,935 5,935
23 Gas Transmission 2,188 2,188 2,183
24 Gas Distribution 147,402 147,402 147,278
25 General 11,564 11,564 166 11,731
26 Common 8,155 8,155 49 8,204
27 Net Utlity Plant in Service 183,746 183,746 86 183,832
28

29 Utlity Plant Held for IFuture Use

30

31 Construction Work in Progress 678 678 678
32

33 Less: Accumulated Deferred Income “Taxes 22,893 22,847 21 22,872
34

35 Other Rate Base Items

36 Cash Working Capital 77
37 Materials and Supplies 306 306 306
38 Fuel Inventory 6,008 6,008 6,008
39 Non Plant Assets and Liabilities 1,049 1,049 1,049
40 Customer Advances 1,561 ( 56
41 Customer Deposits ) (20
42 Prepayments 287 287 287
43 Regulatory Amortizations 5 985 990
44 'lotal Other Rate Base 6,068 5,266 5 985 77 6,333
45

4 Total Average Rate Base 46 167,599 166,843 59 5 985 2 17 167,970

Case No. PU-23-____
Exhibit___(BCH-1), Schedule 5
Page 1 of 1



Northern States Power Company
State of North Dakota Gas Jurnsdiction

2024 Test Year Bridge Schedule - Income Statement ($000s)
Unadjusted at Last Authorized walkforward to Adjusted at Proposed

Case No. PU-23—__
Exhibit___ (BCH-1), Schedule 6

Page 1 of 2

1 3 4 5 6 7 8 9 10 11 12 13 14
Bridge - Unadjusted Precedential Adjustment
ADIT Cash Depreciation Dues: Economic | Foundation LTI-

Line Prorate for | Working Total Precedential Bad Debt Study: Chamber of |Developmen| and Other |Environmen] LTI-Time
No. IRS Capital Base Unadjusted Adjustments Aviation Expense TD&G Commerce |t Donations | Donations tal Based

1 WP A1,A2,A4-A6 WP-A3 WP-A7 WP-A8 WP-A9 WP-A10 WP-A11 WP-A12 WP-A13
2 Operating Revenues

3 Retail Revenue 89,990 89,990

4 Other Operating 469 469

5 T'otal Revenue 90,459 90,459

6

7 Lxpenses

8 Operating Fxpenses

9 Base Cost of Gas 58,155 58,155

10 Gas Production and Storage 2,300 2,300

1 Gas Transmission 295 295

12 Gas Distribution 5,282 5,282

13 Customer Accounting 1,318 1,318 35

14 Customer Service and Information 192 192

15 Sales, Econ Dev, & Other 5 5 4

16 Administrative and General 3,593 3,593 3 22 16 62
17 Total Operating Expenses 71,140 71,140 35 3 4 22 16 62
18

19 Depreciation 9,541 9,541

20 Amortization

21

22 Taxes

23 Property 2,020 2,020

24 Deferred Income ‘T'ax and I'1'C 1,222 1,222 55

25 Federal and State Income T'ax 4 233 ) 56 9 )

26 Payroll and Other 396 396

27 Total Taxes 4 3,405 3,409 56 8 54

28

29 Total Expenses 4 84,087 84,090 27 2 3 17 12 47
30

31 Allowance for Funds Used During Construct

32

33 Net Income 0 6,372 6,369 172 27 117 i
34

35 Calculation of Revenue Requirements

36 Rate Base 46 167,599 166,843 59

37 Required Operating Income 3 11,866 11,812 4

38 Operating Income 0 6,372 6,369 172 27 117 1
39 Income Deficiency 3 (53) 5,494 5,444 ( 27 13) 2 3 17 12 47
40  Revenue Deficiency 4 (70) 7,267 7,201 (228) (35) 35 {150) 3 4 22 16 62




Northern States Power Company
State of North Dakota Gas Jurisdiction

2024 Test Year Bridge Schedule - Income Statement «
Unadjusted at Last Authorized walkforward to Adjus
1

15 16 17 18 19 21
Amortization Secondary Calculations
ADIT Cash Change in

Line Income Tax | NOL ADIT| Rate Case | Prorate for | Working Cost of
No. T'racker ARAM Expenses IRS Capital Capital Total

1 WP-A14 WP-A15 WP-A16 WP-A17 WP-A18 WP-A19

2 Operating Revenues

3 Retail Revenue 89,990
4 Other Operating 469
5 Total Revenue 90,459
6

7 Expenses

8 Operating Fxpenses

9 Base Cost of Gas 58,155
10 Gas Production and Storage 2,300
11 Gas Transmission 295
12 Gas Distribution 5,282
13 Customer Accounting 1,354
14 Customer Service and Information 152
15 Sales, Econ Dev, & Other 9
16 Administrative and General 3,474
17 Total Operating Fxpenses 71,020
18

19 Depreciation 9,370
20 Amortization 9 60 498 567
21

22 Taxes

23 Property 2,020
24 Deferred Income Tax and I'TC 1,277
25 Federal and State Income Tax (423)
26 Payroll and Other 396
27 Total Taxes 3,269
28

29 Total Expenses il 55 376 ) ) 04) 84,226
30

31 Allowance for Funds Used During Construct

32

33 Net Income 0 0 94 6,234
34

35 Calculation of Revenue Requirements

36 Rate Base 5 985 2 77 167,970
37 Required Operating Income 0 70 0 5 739 12,631
38 Operating Income ) (376) 0 0 94 6,234
39 Income Deficiency 7 125 376 0 5 645 6,398
1 Revenue Deficiency 10 165 498 0 7 853 8,463

Case No. PU-23-___
Exhibit__ (BCH-1), Schedule 6
Page 2 of 2



Northern States Power Company
State of North Dakota Gas Jurisdiction

Summary of Revenue Requirments

(8000's)
Line Description
1 Average Rate Base
2 Operating Income (Before AFUDC)
3 Allowance for Funds Used During Construction
4 Total Available for Return (Line 2 + Line 3 + Rounding)
5  Opverall Rate of Return (Line 4 / Line 1)
6 Required Rate of Return
7 Operating Income Requirement (Line 1 x Line 6)
8 Income Deficiency (Line 7 - Line 4)
9 Gross Revenue Conversion Factor
10 Revenue Deficiency (Line 8 x Line 9)
11 Retail Related Revenue Under Present Rates
12 Percentage Increase Needed in Overall Revenue (Line 10 / Line 11)

Case No. PU-23-__
Exhibit__ (BCH-1), Schedule 7
Page 1 of 1

Adjusted
Proposed
Test Year
2024
$167,970
$6,234
S0
$6,234
3.71%
7.52%
$12,631
$6,398
1.32284
$8,463

$89,990

9.40%



Northern States Power Company

State of North Dakota Gas Jurisdiction
Test Year Finding December 31, 2024
Cash Working Capital Summary

o Summary Cash Working Capital
No. ’

1 Fuel Expenses

2 Gas for Generation

3 Subtotal Fuel Expenses

4

5 Labor and Related

6 Regular Payroll

7 Incentive

8 Pension and Benefits

9 SubTotal Labor and Related

10

11 All Other Operating xpenses

W W W W W LW WWINNDNNDNIDNDNNDED= = === 2= =
e o N L =R =R cl N e R O TR S === R R B e S e o)

Property taxes

Employer's Payroll Taxes

Gross Harnings ‘T'ax

Federal Income l'ax

State Income T'ax

State Sales T'ax Customer Billings

Total Expenses A

Net Annual FExpense

Revenues

Retail Revenue

lLate Payment
Interdepartmental
Misc Services

CIP Incentive
Rentals

Interchange

Sales for Resale
Retail Rev Lag Days
MISO

Wholesale 1.ag Days

Total Revenues B

Net Annual Amount

Expense/Revenue Factor C=A/B
Allocated Revenue Amount D=B*C
Net Cash Working Capital E=D-A

Case No. PU-23-____
Eixhibit___ (BCH-1), Schedule 8

Page 1 of 1

l.cad/].ag Total ND Gas Other
Days Dollars Dollar x Days Dollars Dollar x Days Dollars Dollar x Days
37.67 408,589 15,391,537 58,155 2,190,680 350,434 13,200,857
408,589 15,391,537 58,155 2,190,680 350,434 13,200,857
12.11 44316 536,666 5,110 61,879 39,206 474,787
251.96 484 122,013 56 14,209 428 107,804
37.29 9,827 366,467 1,002 37,364 8,825 329,103
54,628 1,025,146 6,168 113,452 48,460 911,694
30.71 70,893 2,177,123 6,698 205,683 64,195 1,971,439
354.81 24,706 8,765,794 2,020 716,668 22,686 8,049,126
28.07 3,823 107,307 396 11,104 3,427 96,203
38.60 14,233 549,379 1,662 64,136 12,571 485,243
37.25 8 3,314 34 12,93¢ 258 9,624
37.25 ) 1,090 47 1,735
- 16,213 742,250 16,213 742,250
592,966 28,754,131 74,674 3,285,960 518,292 25,468,171
48.49 78,778 44.00 9,003 49.14 69,776
40.61 700,993 28,467,341 89,990 3,654,496 611,003 24,812,844
- 2,364 251 2,113
- 7,410 7,410
40.61 479 19,466 124 5,044 355 14,422
- 709 91 618
40.61 3 117 3 129 11
711,959 28,486,924 90,459 3,659,669 621,500 24,827,255
40.01 78,046 40.46 10,026 39.95 68,020
82.55%
- 8,277
(726)




Northern States Power Company
State of North Dakota Gas Jurisdiction

DETAILED CASE DRIVERS
Test Year Drivers - Revenue Requirements

Amounts in millions

Capital Related
Distribution Systems
Intangible
Gas Peaking
ROE Change
Gas Storage
General
Other Rate Base

TOTAL Capital Related

Amortizations

Taxes
Taxes - Other
Property Tax
Payroll Tax
TOTAL Taxes

Operating Expense
Admin & General
Gas Production and Storage
Distribution Systems
Transmission
Customer Accounting / Info / Service
TOTAL O&M

Other Margin Impacts
Customer, Sales Growth
Other
TOTAL Other Margin Impacts

TOTAL Net Incremental Deficiency

Case No. PU-23-___

Exhibit___ (BCH-1), Schedule 9

Increase
(Decrease) 2024
TY to 2022 TY

Page 1 of 1

4.2
0.9
0.8
0.5
0.4
0.3
0.3

Increase
(Decrease) 2024
TY to 2022
Actual

7.3

0.3

1.0

0.6
0.1

4.2
0.8
0.7
05
0.6
0.4

(0.1)

1.7

1.0
0.4
0.2

(0.1)

(0.3)

7.0

0.5

0.8

0.5
0.1

14

(0.1)

1.2

2.1)

(2.4)




Northern States Power Company
State of North Dakota Gas Jurisdiction

Case No. PU-23-_
Exhibit___ (BCH-1), Schedule 10

Budgeting Accuracy Page 1 of 1
Budgeting Accuracy
NSPM Total Company Actual versus Budget O&M ($millions)
Year Budget Amount|Actual Amount| $ Variance % Variance
2022 $1,205 $1,228 $23 1.88%
2021 $1,189 $1,190 $1 0.11%
2020 $1,217 $1,191 $26) 2.12%
Three-Year .
$3,611 $3,609 $2) -0.05%
Total :
NSPM Gas Utility Actual versus Budget O&M ($millions)
Year Budget Amount|Actual Amount| $ Variance % Variance
2022 $89 $95 $6 6.24%
2021 $87 $92 $6 6.50%
2020 $94 $90 ($4) -4.67%
Three-Year $270 $277 $7 2.52%
Total




Northern States Power Company

State of North Dakota Gas Jurisdiction

Comparative Income Statements

OPERATING REVENUES, OPERATING EXPENSE,

TOTAL AVAILABLE FOR RETURN WITH PRESENT AND FINAL RATES

(000's)
Line
No.  Description

Operating Revenues

1 Retail

2 Interdepartmental

3 Other Operating

4 Gross Earnings Tax

5 Total Operating Revenues

Expenses
Operating Expenses:

6 Purchased Gas

7 Gas Production & Storage

8 Gas Transmission

9 Gas Distribution
10 Customer Accounting
11 Customer Service & Information
12 Sales, Econ Dvlp & Other
13 Administrative & General
14 Total Operating Expenses
15 Depreciation
16 Amortizations

Taxes:

17 Property
18 Gross Earnings
19 Deferred Income Tax & I'TC
20 Federal & State Income Tax
21 Payroll & Other
22 Total Taxes

23 Total Expenses

24

AFUDC

25 Total Operating Income

Case No.

PU-23-____

Exhibit___(BCH-1), Schedule 11

Page 1 of 6

Test Year Test Year
Ending Ending
12/31/2024 Final 12/31/2024
Present Rates Increase Final Rates
@) ®  ©O=®-+@A)
$89,990 $8,463 $98,453
0 0
469 469
0 0
$90,459 $8,463 $98,923
$58,155 $58,155
2,300 2,300
295 295
5,282 5,282
1,354 1,354
152 152
9 9
3,474 3,474
$71,020 $0 $71,020
$9,370 $9,370
567 567
$2,020 $2,020
0 0
1,277 1,277
(423) 2,065 1,642
396 396
$3,269 $2,065 $5,334
$84,226 $2,065 $86,291
$0 $0 $0
$6,234 $6,398 $12,631




Northern States Power Company
State of North Dakota Gas Jurisdiction
Comparative Income Statements

Statement of Operating Income
(000's)

Line
No. Description

Operating Revenues
Retail

1

2 Interdepartmental

3 Other Operating

4 Gross Earnings Tax

5 Total Operating Revenues

Expenses
Operating Expenses:

6 Purchased Gas

7 Gas Production & Storage

8 Gas Transmission

9 Gas Distribution
10 Customer Accounting
11 Customer Service & Information
12 Sales, Econ Dvlp & Other
13 Administrative & General

14 Total Operating Expenses

15 Depreciation
16 Amortizations

Taxes:
17 Property
18 Gross Earnings
19 Deferred Income Tax & ITC
20 Federal & State Income Tax
21 Payroll & Other
22 Total Taxes

23 Total Expenses

24 Allowance for Funds Used During Construction

25 Total Operating Income

2024
Test Year

Case No. PU-23-___
Exhibit__ (BCH-1), Schedule 11
Page 2 of 6

2024
Test Year

Unadjusted  Adjustments Adjusted

@) ®) ©=@®+@
$89,990 $0 $89,990
0 0 0

469 0 469

0 0 0
$90,459 $0 $90,459
$58,155 $0 $58,155
2,300 0 2,300
295 0 295
5,282 0 5,282
1318 35 1,354
192 (40) 152

5 4 9

3,593 (120) 3,474
$71,140 ($120) $71,020
$9,541 ($172) $9,370
$0 $567 $567
$2,020 $0 $2,020
0 0 0

1,222 55 1,277
(327) (96) (423)
396 0) 396
$3311 ($42) $3,269
$83,993 $233 $84,226
$0 $0 $0
$6,467 ($233) $6,234




Northern States Power Company

State of North Dakota Gas Jurisdiction

Comparative Income Statements

OPERATING REVENUES, OPERATING EXPENSE,

TOTAL AVAILABLE FOR RETURN WITH PRESENT AND FINAL RATES

(000's)
Line
No. Description

Operating Revenues

| Retail

2 Interdepartmental

3 Other Operating

4 Gross Earnings Tax

5 Total Operating Revenues

Expenses
Operating Expenses:

6 Purchased Gas

7 Gas Production & Storage

8 Gas Transmission

9 Gas Distribution
10 Customer Accounting
11 Customer Service & Information
12 Sales, Econ Dvlp & Other
13 Administrative & General
14 Total Operating Expenses
15 Depreciation
16 Amortizations

Taxes:

17 Property
18 Gross Earnings
19 Deferred Income Tax & ITC
20 Federal & State Income Tax
21 Payroll & Other
22 Total Taxes

23 Total Expenses

24

AFUDC

25 Total Operating Income

Case No. PU-23-__

Exhibit___ (BCH-1), Schedule 11

Page 3 of 6

Current Current
Ending Ending
12/31/2023 Final 12/31/2023
Present Rates Increase Final Rates

@ CECECED
$110,404 $4,254 $114,658

$0 0

$371 371

$0 0

$110,774 $4,254 $115,030
$78,204 $78,204
$2,524 2,524

$177 177

$5,457 5,457
$1,509 1,509

$129 129
($3) )

$3,391 3,391
$91,388 $0 $91,388
$7,953 $7,953

$191 191

$1,791 $1,791

$0 0

$1,130 1,130

$352 1,038 1,390

$395 395

$3,668 $1,038 $4.706
$103,200 $1,038 $104,239

$0 $0 $0

$7,574 $3,216 $10,790




Northern States Power Company
State of North Dakota Gas Jurisdiction
Comparative Income Statements

Statement of Operating Income

(000's)

No. Description

Operating Revenues

Retail

1

2 Interdepartmental

3 Other Operating

4 Gross Earnings Tax

5 Total Operating Revenues

Expenses
Operating Expenses:

6 Purchased Gas

7 Gas Production & Storage

8 Gas Transmission

9 Gas Distribution
10 Customer Accounting
11 Customer Service & Information
12 Sales, Econ Dvlp & Other
13 Administrative & General

14 Total Operating Expenses

15 Depreciation
16 Amortizations

Taxes:
17 Property
18 Gross Earnings
19 Deferred Income Tax & I'TC
20 Federal & State Income Tax
21 Payroll & Other
22 Total Taxes

23 Total Expenses

24 Allowance for Funds Used During Construction

25 Total Operating Income

2023
Current Yr

Case No. PU-23-__
Exhibit___ (BCH-1), Schedule 11
Page 4 of 6

2023
Current Yr

Unadjusted  Adjustments Adjusted

AA) B) ©)=®B+©»)
$110,404 $0 $110,404
0 0 0

371 0 371

0 0 0
$110,774 $0 $110,774
$78,204 $0 $78,204
2,524 0 2,524
177 0 177
5,457 0 5,457
1,509 0 1,509
149 (20) 129
©6) 3 3

3,486 (95) 3,391
$91,500 ($112) $91,388
$7,953 $0 $7,953
$0 $191 $191
$1,791 $0 $1,791

0 0 0

1,130 0 1,130
363 (10) 352

395 (0) 395
$3,679 ($11) $3,668
$103,131 $69 $103,200
$0 $0 $0
$7,643 (869) $7,574
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