


Northern States Power Company
Electric Utility - Lead Lag Study
Cash Working Capital
12 Months Ended December 31, 2011

Description
Revenue La~! Days

Computer Billing
Manual Billing
Late Payment
Connect and Trouble Charges
Rentals
Interchange Revenues
Sales for Resale
Production Associated Revenues
Midwest Independent System Operators ("MISO")
Point to Point - Non-Firm
Services and Facilities
Ancillary Service Revenues
Distribution Associated Revenues
Other
Joint Operating Agreement - Revenue fr/to PSCO

2011
South Dakota
Jurisdiction

Days

33.62
33.62
0.00

33.62
(11,29)
38.21
41.06
41.06
14,00
41.06
41.06
41.06
33.62
33.62
41.06

Payment Lead Days
Coal and Rail Transport
Gas for Generation
Oil
Nuclear and End of Life
Nuclear Disposal
Purchased Power
Interchange
Labor and Related Costs

Regular Payroll
Incentive Compensation
Pension and Benefits

All Other Operating Expenses
Property Taxes
Employer’s Payroll Taxes
Gross Earnings (Franchise Fees) Taxes

Electric
Gas

Federal Income Taxes
State Income Taxes
State Sales Taxes on Customer Billings-Minnesota
State Sales Taxes on Customer Billings-North Dakota
State Sales Taxes on Customer Billings-South Dakota

18.10
37,01
19.40
0.00

76.t3
33.09
38,21

11.89
252.18

16.80
29,21

355.99
28.44

N/A
N/A

36.75
36.75
28.99
44.94
43.45

Number of Days in the Year 365



Lead Lag Study

A lead lag study is a widely used and acceptable method for developing the Cash Working .
Capital ("CWC") component of rate base in connection with the determination of revenue
requirements in public utility rate case proceedings..

The underlying objective of a Lead Lag Study is to measure the average length of Orne
between the u61ity’s provision of service and subsequent payment by customers ("Revenue
Lag’’), and the incurrence of costs necessarT for the provision of utility services and
subsequent payment by the utility ("Payment Lead"). A Lead Lag Study does not produce
the calculated CWC allowance. The result of the Lead Lag Study provides the revenue lag
days and various payment lead days that are used in the Cost of Service Study model to
calculat~ the CWC provision. Total CWC is the sum of the net working capital required or
provided for each includible element of cost of se~w-ice.

The expense factors are calculated with this formula:

Test Year Expense Amount X (Composite Revenue Lag minus Applicable Payment Lead)
365 days

The CWC factor is applied to the appropriate test year expense amount. A positive result
indicates a CWC requirement. A negative result indicates, on average, cash is received from
custolners before Northern States Power Company ("NSP") must pay for the applicable
expense. A negative CWC result represents a non-investor source of capital The CWC
results of each appropriate expense are added together. This total CWC requirement
(positive or negative) is included in rate base. A positive CWC requirement is added to rate
base, a negative CWC requirement is deducted from rate base.

To complete a lead lag study, a t~velve-month time period is used. Revenue receipts and
payment disbursements are analyzed. All NSP jurisdictions include cash expenses. The cash
expenses are placed ha categories such as gas purchased for resale, labor, property and
payroll taxes, and operating arid maintenance ("O&M") expenses. Some jurisdictions that
NSP operates in include some non-cash expense categories in the calculation of CWC such
as Depreciation, Nuclear Fuel Amortization, Deferred Income Taxes, and Interest Expense.
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