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SD 2010 Test Year Rate Case
* One Time Writeoff of Deferred Fuel Exense

SD Write-off Amount

2010 Deferred Fuel Adjustments for South Dakota

In 2010, NISPM wrote off approximately $9.6 million of deferred fuel costs in the South
Dakcta retail electric jurisdiction.

In 1992, NSPM began recording unbilled revenues, which is an estimate of sales
consumed but not yet billed to customers. At that same time, NSPM also began
recording a deferred fuel entry, or an estimate of over or under recovered fuel and
purchased power costs through the FCA, Any under-recovery of fuel costs are recorded
as an asset on the balance sheet and any over-recovery of fuel costs are recorded as a
liability on the balance sheet.

The deferred fuel caleulation developed in 1992 continued to be used through early 2010.
In first quarter 2010, questions were asked during the Company’ s month-end accounting
review process that led to an investigation into how the Company calculated the deferred
fuel amounts for South Dakota. Tt was subsequently determined that the Company’s
deferred fuel methodology that had been used since 1992 was incorrect. This
methodology assumed that the base cost of fuel represented recovery of current month
costs and the FCA revenue represented lagged recovery of fuel costs. In actuality,
however, the FCA tanff for South Dakota provides for curtent recovery of all fuel costs.
Lz aresult, the Company’s deferred fuel methodelogy calculated too large of an asset.

The error on the balance sheet gradually built up over a 20 year time period such that no
year taken in isolation appeared unusual and was detected by the Company’'s financial
reporting controls. The error was detected in 2010 because of a change to the South
Dakota fuel tariffs that occurred mud-Tanuary 2010. This tariff change unbundlied base
fuel from the energy charge and combined it with the FCA into one total fuel charge
factor. Because ofthis change and the methodology used by the Company to calculate its
deferred fuel entry, a large over-recovery of fuel for the South Dalcota juriediction was
shown on the financial statements in first quarter 2010, which was questioned by
management.

Comrecting journal entries were recorded in 2010 to restate the deferred fuel amounts to
the proper amount. The monthly deferred fuel calculation was refined to be consistent
with the current FCA recovery mechanisms, and additional controls were implemented in
the process.
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| 1 Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 SJul10 Aug-10 Sep-10 Oot-10 Nov-10 Bec-10 2010
(2] sp st sD so s sD sD sp s sD sD b $D
|_3 Sales Allocation Method Calendar Calendar Calendar Calendar Calendar Calendar Calendar Calendar Calendar Calendar Calendar Calendar
F
| 5 _INSP System Sales
5] MN Retail 2,699,457 2,342,542 2,515,480 2,264,186 2,501,462 2,728,270 3,204,294 3,208,608 2,482,208 2,472,585 2,468,578 2,682,844
i 7] MNwindsaurce (12,307} {14,056) {14,435 {12,158) (10,875) [14,438) 113,528) (18,797} 14,011) (12,841) (12,144) (13,445)
E ND Retail 222,254 189,346 190,655 161,863 160,154 167,487 195,892 194,367 462,030 167,662 186,288 217,282
EN S0 Retail 173,238 149,087 160,247 138,010 147,645 176,718 212,115 210,330 158,313 150,606 158,851 165,230
|10 ] W Retail 574,158 487,049 495,759 441,757 476,923 505,278 582,212 589,682 488,138 488,062 499,485 580,699
| 11] M Retall 14,288 12,747 11,716 9,521 16,631 9,513 12,080 11,397 10,780 1,174 11,785 14,520
1 12 N Wholesale 36,777 25,674 24,574 19,591 22,902 24.0¢ 29,718 35,118 18,924 20,556 25,923 25,788
| 13} Wl Wholesale 53.726 48,978 40,880 41640 39,002 44,346 48,189 51,333 41,729 42,140 43197 50.503
| 14 | Totai System Sales (Sales Estimate) 3,755,091 3,241,967 5,426,276 3,054,412 3,347,833 3,641,263 4,271,663 4,374,426 3,348,109 3,337,944 3,381,953 3,893,231
15
[56]  Billed Sales Prior to Efimination
| 17| of Base Cast of Fuel 163,656 35,227 481 393 95 244 103 3 {20) (34) 2% 4
a8
KE] Base COF 10.92000 10.82000 10.82000 10.92000 10.92000 1082000 10.82000 10.82000 10.92000 10.82000 10.82000 10.92000
20
[21]
| 22 |Fuel Gast Caleulation
| 23| Fossil Fuel 42,972,112 38,278,709 27,468,129 28,892,464 42,295,028 39,902,361 55,087,340 58,449,676 32,483,786 27,904,463 29,250,092 42,930,204
| 24 | Muclear Fuef 10,021,582 8,941,915 9775775 §,045,934 7,461,865 10,244,323 10,489,991 10,436,299 10,120,299 10,528,653 8,442,371 10,688,880
| 25 ] Purchased Power 41,322,956 28,152,883 34,011,198 32,827,975 48,251,093 40,206,803 56,703,481 51,692,571 42,858,688 25,333,148 40,365,101 34,161,908
| 25 MISO 18,122,398 14,270,604 18,624,812 18,958,241 19,443,470 4,026,765 16,386,284 17,852,821 9,750,729 15,056,298 19,743,005 13,563,718
| 27 § Less: STOU {18,448,370) {7,919.136) (7.682,321) (7,335,161} (14,193,013} {9,145,253) {23,721,600) (16,801,4581) (15484547} {6,507,051)  (11,889,991) {9,477,298)
| 28 | Less: MISO Sch 24
| 26| Less: MISO Sch 16/17
[20]  Less: RSG/RNU
Kl Less: Congastion & Loss
Total System Costs 94,992,698 81,724,978 82,197,593 81,397,453 131,258,153 95,234,999 114,838,487 121,930,606 79,728,955 82,315,513 85,932,578 91,867,411
Retall Percentage 4.61% 4.60% 4.68% 4.52% 441% 4.85% 4,.97% 4.81% £73% 4.51% 4.70% 4.87%
Jurisdictional System Cost 4,382,409 3,758,253 3,844,383 3,677,848 4,462,628 4,621,951 5,707,285 5,862,825 3,769,828 3,714,026 4,036,270 4,110,020 51,947,638
Prior Month Deferred Calcuiation 5,381,765 5,440,216 6,640,347 5,381,765 5,381,765 6,381,765 6,381,755 6,842,634 5,529,468 (2,679,797) {4,143,580) (3.304,111) 43,333,993
Current Month Deferrsd Calculation (5,440,216) (6,640,347) (5,381,765) (5,381,765) (8,361,765) {6,381,765) {8,342,634) (6,529,459) 3,679,797 4,143,590 3,304,111 2,635,240 {35,316,988)
Prior Month Deferred Caletlation Adjust 2,048,591 2,045,672 2,415,492 2,421,065 2,421,085 2,421,085 2,420,358 . - - - - 18,194,308
Current Month Seferred Calculation Adjus (2,045 672) {2,415,492) (2,421,085 2,421.085) 2,421,065) 2,420,358) - - - - - - {14,145, 717,
(55,522) (1,570,951) 1,254,003 - 707 1,859,489 413,185 0,209,266 463,793 {839,579) {668,871) 10,085,598

Base Recovery 1,787 451 384,788 5253 4,282 1,037 2,664 1,125 (23) {218) 1371} 284 44 2,185,315 AakHaTE
for FCA factor analysis
Bliled Recovery exol margin sharins (TAR 2,408,895 3,536,779 4,455,528 3,522,148 3,049,739 4,042,720 5,679,107 6,960,821 5,203,040 4,204,343 3,605,900 3,537,574 50,307,892
Bilied Margin Sharing (TAR) - - {35,171) (47,531) (26.896) (25,693) (67,062) (102,862) (72.013) (50,460) (40,968) (30,569) {488,323)
Unbilled FCA Revenues .
Prior Month Unbilled Revenus (2,462,592) (2,514,808) (2,548,234 (2,083,232) (1,885,406) {2,089,705) (2,354,867} (3772,085)  {3.213,801)  (2417.391)  (2.485,582) {2,351,041) (30,198,816)
Current Month Unbilled Revenue 2,514,808 2,548,234 2,089.238 1,885,406 2,099,705 2,354,987 3.772.035 3,213,801 2,417,391 2,485,587 2,381,041 2,365.411 80,101,635
Total et Unbilied FCA Revenues 52,216 33,426 (465,002) (197,828) 214,300 255,281 1,417,048 (558,234) (796,410} 68,191 (124,541) 4,370 (97,181)
Bille) FCA Refunds
Asset Based Margin Sharing - - 35,171 47,531 26,856 25,693 57,062 102,962 72,043 50,460 40,966 20,569 489,323
Non-Asset Based Margin Sharing - - - - - - - - B - - - -
MISO Schedule 16717 - - . - - - - - R - - - -
Pravious Margin Refund - - - - M R . - . - - - -
Other Refunds - - - - - n - - - - - - -
Tolal Billed FCA Refunds B - 35,171 47,581 26,898 25,693 57,062 102,562 72,013 50,460 40,966 30,569 289,323
Reverse Prior Month Unbilled FGA Refunds
Asset Based Margin Sharing - - - {37.877) {18,515) (18,150) (8,765) {56,485) (49,262) (25,460) (@1,103) (22,671) (269,388)
Nen-Asset Bazed Margin Sharing - - - - - - - - - - - - -
MISC Scheduls 1617 - . - . R - . R - . R - -
Frevieus Margin Refund - - - - - - . - - - - - -
Other Refunds - - - - - - - - - - - - -
Reverse Prior Month FCA Tatal Refunds - - - (37,877) (16,615 {18,150) (8.765) (56,485) (49,262) [28,450) (31,103) (22,671) {260,389)
Current Month Unbilled FCA Refunds
Assel Basad Margin Sharing - - 37,877 16,615 18,150 8,765 56,488 48,262 28,450 31,103 22,5674 16,736 286,125
Not-Asset Based Margin Sharing - - - - s - - - - - - - -
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Al B | C | [i] | E F & H | J K L M N ] P | o i R 1
Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun~10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10 2010
$D ] sh 8D sD SD sD sD 5D sh Sb S0 sD
MISQ Schedule 16/17 - - - - - - - - - - - - -
Previous Margin Refund - - - - - - - - - - - - -
Other Refunds - - - - - - - - - - - - -
[ Total Gurrent Manth FCA Refunds - Errd 16,815 18,150 8,765 56,485 43,262 28,480 31,103 22871 16,738 286,125

e R

Lok

B

Cumulative Fue! Timing (Faverabla)l/Unfavorable (1,589,476) (624,740) {264,241) (58,224) 273,153 654,928 575,396
Less September 2010 write-oif to comect duferred mathadology
Gcated 10 jinisdiction via ealendar sales lower {higher) than billed sales)
4,382,400 3,758,253 3,844,383 3,677 848 4,462,628 4,621,651 5,707,285 5,862,635 3,769,928 3,714,026 4,036,270 4,110,020 51,947,636
4,323,709 3,751,808 3,910,426 3,641,973 4473 568 4,482,196 5778745 £,092,161 3,744,757 3,600,882 3,800,044 4,117,715 51,931,064
52,700 6,445 (B8&,043) 35,875 (10,940) 138,735 (71,480) (228,526) 28,171 (95,526} 235,226 (7,695) 18,572
YTD 50,145 (5,898) 28977 18,007 156,792 85,332 (544,194) (116,023) (211,959} 24,267 16,572
idibietirevenues higher (fawer) than FCA calculated revenues)
4,314,795 4,107,772 4,345,840 3,439,211 2,807,285 4,243,658 6,660,741 6,567,827 5,081,034 4,190,878 3,085,857 3,480,416 52,415,314
4,195,448 3,921,567 4,460,781 3,526,438 3,050,776 4,045,384 5,680,232 £,960,788 5,302,822 4,203,672 3,607,184 3,537,618 52,494 007
118,342 186,205 (314,841} {87,227} (143.481) 198,274 980,509 (372,961) (221,758) (13,094} {521,327) (87,202) (78,593}
304,554 188,513 102,387 (41,106) 157,169 1,137,678 764,717 542,920 529,836 8,509 (78,693)
fértid to FCA calculation
245332 41,384 (108,509} {308,872) 90,757 1,173,333 332,789 201,683 (167,021} (1,052,491} {484,755)
248,202 41.2¥5 (112,630} {401,029) $0,940 1,171,671 328,645 294,033 (181,455) {1,060,625) {502,038}
(2,870) 109 4121 4,157 (183) 1,662 4,124 (2,350) 14,434 8,144 37,283
YTD (2,761) 1,360 8517 5,334 £,998 11,120 8,770 23,204 31,348 36,626 37,283
. i it il
Deferred recorded In G/L {9,056,839) (7,802,830} {7,802,830) {8,802,820) (8,802,123} {6,542,634) (8,529,46%) (63,225,443}
Less: Carmry-over emrar from end of vear 9,711,110 11,672,307 10,433,441 10,015,123 9,584,218 9,661,435 10,150,825 50,501,392
Deferred that should have been recorded 2,225 223 2,615,468 2,630611 2,212,293 781,386 858,312 3,208,181 3,137,208 17,663,693
1103,726) 11.951,197) 1,238,866 418,318 430,807 (77,219) (489,380) 484,147 9,665,550 - B B 9,608,258
{2,064,823) {826,057} {407,739) 23,168 (54,051) (543,441) ({59,284) 8,508,251
Less September 2010 write-off to comect deferred methodalogy
(71,700} 72,197 497
(285) 747 2,733 (625) [8,576) (2,291} {2,008) 1,158 7247 3,899 2402 {654) 3,737
(285) 747 2,733 (525) (8.576) (2,291) {2,008) 1,158 7,247 3,892 2,402 {664) 3,737
¥TD 462 3,195 2,510 (6,008) (8,287) {10,305) (9,147) (1,900} 1,998 4,401 3,737
“Total Explained 54,168 {1,767,691) 1,064,736 370,498 196.017 331,378 421,775 {119,637} £,493.514 6,087) {277.421) (94,804} 9,585852
Unexplained 14,047 ] [ [ o o © 1 [EE]] 0 [ o 14,017
o)
Margin Sharing
Revenue refunds (blled) - - (85,171) (47,531) (26,896} 125,693} (57,062) [102,962) (72,013) 150,480 (40,268 {30,568) (480,323)
Revenue refunds (GUB) - - (37,877) (16,615) (18,150) (8,765) (56,485) (48,262) (28,460} {31,103) (22,671} (16,736) (286,125)
Revenue refunds (GUB] (1) - - - 37,877 J16.615 18,150 8,765 56,485 48,262 28,460 31,103 22671 269,389
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Al B | [+) ] | E | F [ | H 1 | | J 1 K | L | [X | N | o | P 1] o ¢ R I s
Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-1 Aug-10 Sep-10 Qct-10 Nov-10 Dec1G 2010
5D sDh SD -] so sb sh 8D sD sD sD sn sD
= - (73,048} {26,269) (2=§.431) {18 30;8:) (104,781) __{95.739) i51,211) @,1 03) (32,534} (24634) {506,069)
JE 1o credit revenues for margin sharing -
Variance - - (73.048) (26,260} (28,431) {16,308) (104,781) (95,739) {51,211) (53,103) (32,524) (24,634) (506,059)
Billed FCA revenue differences from FARR 68,152 116,226 48,79%) (52,965) (75,175) 54,845 570,953 {359.225) {214,538)
Billed FCA true-up revenue differences from | 50,582 74,080 (66,193) (34.224) (67,120) 147,492 407,182
Billed recovery 6,960,788 5,302,822
FCA caloulated revenues 6,368,895 4,948,230
232,688 142,087
6,601,563 6,088,267
(359.225) (214 555)
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