


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

SD Write-off Amount (9,607,385) 

2010 Defei~ed  Fuel Atljnstinents for Sovltlr Dakota 

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

In 1992, NSPM began recording unbilledrevenues, 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 calculation 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. It 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 tariff for South Dakota provides for current recovery of all fuel costs. 
As a result, the Company's deferred fuel methodology 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 mid-January 2010. This tariff change unbundled 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 Dakota jurisdiction was 
shown on the financial statements in first quarter 2010, which was questioned by 
management, 

Correcting 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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