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FINANCIAL HIGHLIGHTS

1990

Earnings per share 

Dividends declared per share 

Revenues (millions) 

Net income (millions) 

Return on equity 

Assets (millions) 

Customers (thousands) 

Peak electric demand 
(megawatts) 

Electric energy sales 
(millions of kilowatt-hours) 

Benefit employees

Net Income 
Millions of dollars

$250.0 

187.5

$2.83 

$2.295 

$2,064.5 

$195.5 

11.8% 

$4,762.3 

1,677.1 

6,733 

36,586 

7,471

Year ended Dec. 31

1989 

$3.24 

$2.195

$1,979.2 

$221.9 

13.9% 

$4,658.3 

1,645.4 

6,534 

34,747 

7,580

% Change 

-12.7%

4.3% 

-11.9% 

-15.1% 

2.2% 

1.9% 

3.0% 

5.3% 

-1.4%

Earnings & Dividends Declared 
Dollars per share 

Earnings 
- Dividends declared

$4

3 

2000125.0

62.5
I-

86 87 88 89 90 86 87 88 89 90
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NEWS HIGHLIGHTS 

* The Minnesota Public 
Utilities Commission in 1990 
denied NSPs $120-million 
electric rate increase 
request.  

* Congress in 1990 passed 
amendments to the Clean 
Air Act requiring many elec
tric companies to add 
expensive equipment to 
their power plants. NSPs 
early investment in emission 
control equipment means 
the company should not face 
large additional capital ex
penditures to comply with 
the new legislation.  

* NSP won a top honor 
from the Institute of Nuclear 
Power Operations for the 
excellent performances of 
its two nuclear plants. Em
ployees' efforts to cut costs 
at NSP's nuclear, fossil fuel
fired and hydro plants in 
1990 led to more efficient 
operations, shorter outages, 
and budget reductions of 
more than $25 million.  

* Many new customers 
converted their heating sys
tems to natural gas because 
of its value and NSPs reli
able gas supply. NSP added 
about 13,000 natural gas 
customers in 1990.  

* NSP offers customers 
money-saving rates to 
change electricity use pat
terns to even out electric 
load. Since 1983, customers 
saved about $30 million 
annually and reduced NSP's 
peak load by about 500 
megawatts.



DEAR SHAREHOLDERS Nineteen-ninety was a demanding year for NSP. Our company faced 
obstacles but made progress on 

many issues with long-term implications for 

our business.  
The most significant impact on NSP was 

the Minnesota Public Utilities Commission's 
(MPUC) rejection of our $120-million elec
tric rate increase request. Employees intro

duced stringent cost-containing measures to 
reduce expenses and meet financial and oper

ating challenges. Even though our request for 
a rate increase was unsuccessful, we suc
ceeded in many ways in 1990.  

We continued a 16-year tradition of 
dividend increases to a new annual rate of 

$2.32 per share compared with $2.22 in 

1989. However, earnings and net income re
flect the fact that we did not receive rate relief 
in Minnesota. Earnings per share were 

$2.83, compared with $3.24 in 1989, and net 
income was $195.5 million, compared with 
$221.9 million in 1989. The overall return on 
equity (ROE) was 11.8 percent, compared 
with 13.9 percent in 1989. Earnings per share 

and net income for 1990 do not include reve
nues subject to refund from the rate case.  

Although we are appealing the case to 
the courts, we reduced 1990 revenues by $79 
million, the full amount of interim rates col
lected since Jan. 1, 1990, plus $3.7 million in 
accrued interest.  

NSP was financially strong before the 

rate request decision and employees acted 

promptly to protect our company's strength.  

We realigned staffing levels, reduced 1990

LETTER TO SHAREHOLDERS 

operating expenses by more than $47 million 16-Year 
and deferred about $81 million in capital NSP Dividend Growth 
expenditures. However, we cannot sustain In dollars 

these stringent, temporary cost controls if we 
are to continue providing the reliable $2.40 

service customers expect. We also 
know our shareholders deserve a fair 
return for their investment. 1.60 

In January 1991 we filed a new 
request for an electric rate increase of 
$98.2 million. We are seeking a .80 

higher authorized ROE of 12.75 per
cent on our Minnesota electric oper
ations, compared with our current 74 78 82 86 90 

authorized rate of 11.7 percent. Our new rate 
case addresses the MPUC's questions about 
our budgeting process, which we modified 
to provide clearer and more detailed 
documentation.  

Rate relief is necessary. A substantial 
portion of our costs is beyond our control and 
imposed by government and regulatory agen- 1990 Retail Electric Rates 
cies. For example, our Minnesota property o/kwh 

taxes increased 26.5 percent and the Con
sumer Price Index increased 15 percent New York 
since 1988. when our last ordered rate 12.3t 

increase went into effect.  
Expenditures to extend the operat- San Francisco 

ing lives of our power plants and to con
tinue upgrading our transmission system 
are essential in providing reasonably 

priced electricity for our customers. In- o27 

vestments in programs to encourage effi

cient energy use are important as well to V93 
help postpone power plant construction. Chicago 

Our demand-side management programs 

have reduced peak load by about 500 
megawatts. ilwauke 

NSP succeeded in many areas in 529 

1990 to help ensure a strong future. Our Nsysteni.  9.76 
mission is to provide reliable, low-cost, 

high-quality energy services. We measure up *Includes fuel clause adjust
ment and city fees; excludes 

well. Our electric rates remain among state sales tax.  

the lowest of investor-owned electric compa- *Excludes interim revenues.  

nies in the nation. Natural gas prices are

G



conipetitive as well. They remained lower 
than they were in the mid-1980s and gas 

supplies are reliable and plentiful.  

A key factor to controlling the cost of 

electricity is high power plant availability.  

NSP nuclear plants were available 88.1 per

cent of the time in 1990, compared with the 

three-year industry average of 66 percent.  

Our coal-fired plants' availability record was 

86.6 percent, compared with the three-year 

industry average of 79 percent.  

We completed power plant maintenance 

projects safely and within budget. Staff at the 

Prairie Island Nuclear Plant completed a re

fueling and maintenance outage in only 29 
days, an extraordinary accomplishment. Our 

nuclear power plants are the only ones in 

history to receive simultaneous top ratings 

from the Institute of Nuclear Power Opera

tions, an industry group that sets rigorous 

standards for nuclear power plant perfor

mance. NSP's expertise gained international 

recognition as groups of utility representa

tives from Finland and Japan visited Prairie 

Island to learn about our outstanding plant 

management and operations skills.  
In addition, we strengthened our envi

ronmental leadership role by helping shape 

national acid rain legislation. The new Clean 

Air Act amendments could seriously affect 

other electric companies that will have to 

invest heavily to control power plant emis

sions. However, because NSP invested in 

emission control equipment over the years, 
our plants' emission levels are far lower than 

the new federal limits and additional costly 
expenditures should not be necessary.  

We reorganized our senior management 

staff and filled the president's position to 

concentrate on our core electric and gas busi

nesses that will continue to be our mainstay.  

We also established an umbrella group for 

our non-regulated businesses, recently incor

porated as the NRG Group, Inc. Oppor

tunities in the non-regulated energy field, 
including our operations that turn municipal 

solid waste into power plant fuel, will

be an increasingly important source of earn

ings for shareholders in the 1990s.  

NSP has received national recognition 

as a company with policies that respond to 

employees' needs. Programs such as counsel
ing, job sharing and financial aid for child 

adoption help employees balance their family 
and job responsibili
ties. These options, as 
well as our training 
programs, foster em
ployee productivity 

and a diverse work 
force that will lead us 
in the future.  

NSP is people 
working for you. Our 
employees are the best 
in the business and we 
commend them for 
their hard work and 
dedication. We are 
grateful to our board of 
directors for providing 

the business acumen a 
strong company requires. And we are grate
ful to you, our shareholders, for supporting 
NSP as a leader in the energy industry.  

James J. Howard 
Chairman of the Board & 
Chief Executive Officer 

Edwin M. Theisen 

President & Chief Operating Officer 

Feb. 11, 1991

JamesJ. Howard, 

left, and Edwin M.  

Theisen

0



OPERATIONS REVIEW

working for you

he new decade presents exciting 
opportunities and difficult tests.  

We continue to face a demanding 
regulatory climate, balance envi
ronmental concerns with increasing 
energy needs, concentrate on con
tinuous quality improvement and 

prepare strong leaders to pave the way for the 
future. Our work force is succeeding in meet
ing the demands of a complex business under
going constant change.  

Nineteen-ninety was a challenging year, 
but we built upon our strengths to spur future 
successes.  

We acted quickly to keep NSP strong for 
shareholders, customers and employees when 
the Minnesota Public Utilities Commission 
(MPUC) in 1990 rejected our request for a 
$120-million electric rate increase. We focused 
on the MPUC's concerns by clarifying our 
budgeting process, explaining our financial 
plans and listening to others' ideas.  

Early in 1991 we filed a new Minnesota 
electric rate increase request totaling $98.2

million. To maintain reliable service and 
profitability, achieving balanced rate treat
ment is our number one priority for 1991.  

We also completed projects that were 
very successful. We strengthened our stand
ing in the energy industry as an environmen
tal leader, received unprecedented national 
recognition for our nuclear power plants, 
tightly controlled expenses and 1.6C 
sought new business opportunities.  

To compete effectively and to 1.2 
maintain our financial health, our 
strategy is to keep our core electric 
and natural gas businesses strong and -8 
to expand our non-regulated busi
nesses for future financial growth.  

Early in 1991 we completed the 
sale of our Minot, N.D., telephone 
company for $48 million. We decided 86 
to sell the company because it provided less 
than 2 percent of NSP's total earnings, and it 
was not part of our core businesses.  

NSP is people committed to delivering 
the quality service our customers expect. We

NSP Fuel Costs 
o/kwh 

m Coal 
m Nuclear 

Wood/Municipal waste

87 88 89 90

0

I
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ENVIRONMENTAL LEADERS

seek to balance our need for fair regulatory 
treatment and the long-term need to keep our 
prices competitive. We will continue to help 
our customers use energy efficiently. And we 
will continue to support economic develop
ment and energy education programs 
throughout our service area because strong 
communities strengthen NSP.  

Our vision is far-sighted and clear. We 
strive to be the best at what we do.  

In the pages that follow, we outline 
employees' accomplishments in 1990 and 
how they continue to prepare your company 
for a strong future.  

EARLY ACTION TO CONTROL EMISSIONS PAYS OFF 
FOR NSP CUSTOMERS AND SHAREHOLDERS NSP's pioneering role in reducing sul

fur dioxide (SO2) emissions, a po
tential contributor to acid rain, is 

paying off for our company and shareholders.  
After nearly 13 years of environmental de
bate, Congress in 1990 passed amendments 
to the Clean Air Act, requiring electric com
panies to reduce S02 emissions significantly 
by the year 2000.  

Because of our strong environmental 
tradition, we are not facing the large capital 
expenditures some other companies must 
make to implement sweeping changes the 
new federal legislation requires.  

Since 1970 NSP has invested more than 
$350 million to reduce SO 2 emissions by 
nearly 75 percent. At the same time, we 
increased fossil-fired generation by 51 per
cent. As a result, our power plants' SO2 
emissions already are well below the levels 
permitted in the Clean Air Act amendments.  

We supported strong clean air legisla
tion and Congress recognized the efforts of 
electric companies, such as NSP, that already 
installed equipment to significantly reduce 

S02 emissions at coal-fired power plants.  
We also supported efforts to keep in 

place emission rates for nitrogen oxide (NOx) 
instead of setting a stringent limit based upon 
an unproven technology. New standards 
could have cost NSP nearly $500 million to

meet rather than $35 million as adopted. We 
continue to research technologies to further 
control NOx, SO2 and other emissions.  

NSP RESPONDS TO GLOBAL CLIMATE CHANGE 

ISSUE, SERVES ON NATIONAL ADVISORY GROUPS 

To reaffirm our position as an environ
mental leader, we are responding to the chal
lenge of global climate change, the potential 
for atmospheric pollutants to warm the 
earth's surface.  

Just as we took an early leader
ship position on acid rain issues, NSP 
is determined to develop similar ex- 2.5 H 
pertise on the global warming and 
greenhouse gases issues. We are sup
porting research and we continue to 
work with public policy makers at all 
levels to shape legislation that will 
balance environmental and eco
nomic concerns. 70* 

In addition, we promote energy conser
vation, energy management programs and 
power production strategies that reduce all 
types of emissions. NSP serves as the only 
energy company represented on the national 
Governors' Commission on Global Climate 
Change. As one of two energy companies 
represented on the Electric Power Research 
Institute International Advisory Committee 
on Global Climate Change, we are helping 
shape and support research on the issue.  

NSP LEADS EARTH DAY ACTIVITIES 

To communicate our commitment to 
the environment and to demonstrate our 
business leadership, NSP recognized the im
portance of Earth Day throughout 1990, the 
20th anniversary of the first environmental 
observance. We focused on energy conserva
tion and environmental protection, issues 
with global implications.  

Employees designed and launched a 
corporate-wide environmental program, 
BRITE: Being Responsible in Today's Envi
ronment. The program includes recycling, 
waste reduction, natural resource conserva
tion and power plant efficiency.

Pounds of S0 2/MBTu 

m 1995 Clean Air Act 
emission level limits 

2000 Clean Air Act 
emission level limits

80 90 
*State and federal standards 
not established
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RELIABLE,SAFE ENERGY PRODUCTION

NSP employees exceeded BRITE's 1990 
goal by reducing the company's landfill and 
waste-hauler costs by $132,000, or about 14 
percent. Within several years, we plan to 
reduce those costs and waste volume by 50 
percent, a savings of about $1 million in 1995.  

EMPLOYEE DEDICATION KEEPS PLANTS 
AMONG THE BEST IN THE BUSINESS When it comes to operating power 

plants, NSP employees are among 
the best in the business.  

Our nuclear power plants consistently 
are among the top in the country, thanks to 
our employees' dedication and technical ex
pertise. Their safe, efficient and expert work 
at all of our plants contributed to low-cost, 
reliable energy production and delivery.  

In 1990 NSP became the only energy 
company in history to achieve the highest 
Institute of Nuclear Power Operations 
(INPO) ratings simultaneously at all of its 
nuclear facilities. Established in 1979, the 
institute sets industry-wide benchmarks for 
excellence in nuclear operations.  

According to the Nuclear Regulatory 
Commission (NRC), NSP's Prairie Island and 
Monticello nuclear plants, both in Minne
sota, are two of the top performers in the 
Midwest region. For the second consecutive 
year, in 1991 the NRC ranked Prairie Island 
units 1 and 2 among the top five nuclear 
reactors in the United States. NSP's nuclear 
plants generated 36 percent of our electricity 
in 1990 at an average fuel cost of one-half 
cent per kilowatt hour (kwh), compared with 
our system average of 1 cent per kwh. The 
national average in 1989 for nuclear and coal
fired plants was 1.57 cents per kwh.  

Our plans to develop additional 
methods for safe and cost-effective on-site 
storage of spent (used) nuclear fuel at Prairie 
Island progressed in 1990. We seek to build 
and operate a "dry-storage" facility at the 
plant to store spent fuel until the Department 
of Energy develops a permanent disposal site, 
which is not expected to be in service until 
2010, at the earliest.

COAL-FIRED PLANTS PERFORM WELL IN 1990 

Employees at NSP's coal-fired power 
plants met their goals to complete major 
scheduled outages safely, on time and within 
budget. As one example, crews at the Sher
burne County (Sherco) Plant in Minnesota 
completed maintenance and other work on 
unit 2 in record time. We also completed a 
major seven-week outage at unit 1 with 
no lost work days due to injuries. Safety is 
a priority at NSP and in 1990 the num
ber of lost-workday injuries decreased 
14.6 percent.  

The Allen S. King Plant, a 567
megawatt unit also in Minnesota, 
achieved a 90.6 percent availability re
cord in 1990, the plant's second highest 
record. High power plant availability is a key 
factor in controlling the cost of electricity.  

NSP's three generating units at the 
2,295-megawatt Sherco plant achieved a 
three-year average availability record of 
about 89 percent, well above the indus
try average of about 79 percent for 
coal-fired plants.  

RENEWABLE ENERGY SOURCES HELP 

MAINTAIN CLEAN ENVIRONMENT 

A balanced mix of energy sources 
for generating electricity is important to your 
company and its customers. NSP generates 
most of its electricity with coal and nuclear 
fuel. However, as part of our environmental 
commitment, we continue to explore safe, 
clean, renewable energy sources, such as 
hydroelectric power.  

In 1990 we received a license amend
ment to rebuild the lower dam at the 
St. Anthony Hydro Plant in downtown 
Minneapolis. NSP renovated its Wissota 
Hydro Plant, the second-largest of the 19 
hydroelectric facilities in the Wisconsin 
system.  

Hydro power from Canada continues 
to be an environmentally sound, com
petitively priced energy source. In 1990 
we negotiated another agreement for a 
seasonal-diversity exchange of electricity

1990 Energy Sources 
for Electric Generation 

Northern States Power 

8% 

36% 

56% 

United States (estimate) 

25% 

- l 19% 

) W 56% 

Coal 
m Nuclear 

Other
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MANAGING ELECTRIC DEMAND

with the Manitoba Hydro-Electric Board.  
During the summer months, we will receive 
200 megawatts in 1991, 400 megawatts from 
1992-1994, and 150 megawatts from 
1995-2014. In exchange, NSP in the future 
will transfer electricity to Manitoba Hydro 
during the winter months when Canada's 
demand for electricity is the greatest.  

To help foster exploration of alternative 
energy technologies, we co-sponsored a solar 
vehicle designed at Mankato State University 
in Minnesota. The Northern Light solar car 
finished 16th out of 32 vehicles in an 11-day 
race from Florida to Michigan.  

NSP PLANS FOR FUTURE ENERGY DEMAND 

Planning now to meet future energy 
demand as economically as possible is vital 
for NSP customers and shareholders. As part 
of our resource planning efforts, we discussed 
with government and regulatory groups our 
proposals to seek licenses and site permits for 
additional generating units in South Dakota 
and Wisconsin if needed later in the 1990s.  
Reviewing our options with decision-makers 
and customers is critical. However, we believe 
it is equally important to work closely with all 
customers to save energy.  

NSP PROGRAMS PROMOTE WISE ENERGY USE NSP calls it "demand side manage
ment." Customers call it saving 
money.  

A tool to help modify energy use pat
terns, demand-side management (DSM) goals 
are to assist customers with managing their 
energy costs, while enabling NSP to control 
production expenses and postpone major 
power plant construction.  

NSP's DSM goal is one of the most 
aggressive in the industry. We plan to reduce 
peak demand for electricity in our service area 
by 1,000 megawatts by 1995. We have already 
achieved about half our goal. Our efforts 
began in the early 1980s and we increased our 
DSM commitment later in the decade.  

Our DSM programs include incentives, 
information, financing and special rates to

encourage energy efficiency. NSP's load man
agement program, which offers special rates 
to customers who shift their electric use 
to non-business hours, has grown. More 
than 1,500 commercial and industrial cus
tomers systemwide were on load management 
rates in 1990, compared with only a hand
ful in 1983. The special rates save the 100% 
IDS Operations Center in down
town Minneapolis about $120,000 
a year. The center also earned about 
$39,000 in NSP incentives for energy
efficient lighting, motors and air 50 
conditioning.  

In 1983 NSP's six DSM pro- 2 
grams achieved 12 megawatts of peak 
load reduction. By 1990, 46 pro
grams achieved a peak load reduction 88 
of more than 500 megawatts, the amount of 
electricity a medium-sized power plant pro
duces. In 1990 NSP also initiated a successful 
pilot program in Minnesota to electronically 
control residential and small commercial and 
industrial customers' air conditioner and wa
ter heater use. The program has the potential 
to reduce peak demand by 150 megawatts.  

Programs such as heat storage and secu
rity lighting benefit customers and help us fully 
use our low-cost generating capacity during 
non-business hours. This strategy allows us to 
spread the fixed costs of service over a broader 

base and helps maintain competitive 100% 
rates for all customers.  

75 
ECONOMIC DEVELOPMENT IS VITAL 10 

COMMUNITIES AND NSP 

Economic development is a top 50 
priority at NSP. The vitality of the 
communities we serve depends on it. 25 

NSP's strategy is to cultivate 
jobs and quality business growth op
portunities. A broad base of busi- 88 
nesses and industries with varied hours of 
operation enables us to use our energy gen
eration and distribution systems efficiently.  
Our programs strengthen the businesses we 
serve and promote our area's good quality 
of life.

Coal Plant Availability 
m NSP 

U.S. industry 
1987-89 average

89 90

Nuclear Plant Availability 
mNSP 

U.S. industry 
1987-89 average

89 90
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NSP's economic development projects 

continue to progress. For example, construc

tion of a 90-acre industrial center in Man
kato, Minn., began in 1990. NSP and the city 
of Mankato are developing the industrial 
park, which will retain and attract light 
manufacturing businesses, such as computer 
software manufacturers.  

NSP is part of the St. Cloud Area Eco
nomic Development Partnership that helped 
plan and bring to the community Minne
sota's first regional technology center. The 
center helps businesses compete successfully 
in a global marketplace. The partnership also 
attracted M E International (MEI), which is 
building a foundry that will manufacture 
parts for the mineral-processing industry.  
MEI will use our peak-controlled electric 
rates and interruptible gas rates, which offer 
customers lower prices if they agree to use a 
different fuel during periods of high demand 
for natural gas. We estimate annual electric 

and natural gas revenues from MEI will be 

$680,000. The foundry will employ 75 peo

ple and start operating later in 1991.  
In 1990 we also launched a two-year 

pilot project to promote economic develop

ment and redevelopment in the Twin Cities.  

NSP offers a five-year special energy rate to 

new or expanding manufacturing and whole

sale trade customers who construct new 

buildings, acquire existing facilities or 

expand operations in specific development 
zones. Our goal is to retain a strong job base 

in the cities' cores.  

ELECTRIC RATES REMAIN COMPETITIVE 

NSP's electric rates consistently have 

been among the lowest of investor-owned 

electric companies in the country. For NSP 
customers the cost of electricity has increased 

less than the general cost of living. That 

would still be the case with the rate increase 

we have proposed for Minnesota. The Con

sumer Price Index has risen 15 percent since 

our last Minnesota rate increase in 1988; we 
are requesting an 8.1 percent increase over 
1988 rates.

Early in 1991 NSP-Wisconsin put into 

effect a 3 percent rate increase with an 
allowed 12.75-percent return on equity. At 

the same time a $2.4-million, 4.2-percent rate 
increase went into effect in South Dakota. A 
decision on our 1988 electric rate 

case settlement in North Dakota is 

pending with the state Supreme 

Court. NSP is appealing a district 

court decision requiring the North 

Dakota Public Service Commission 

to conduct a public hearing before 

accepting a settlement.  

NSP PURSUES OPPORTUNITIES 
IN BULK POWER SALES MARKETS A s a primary business strategy, we 

work closely with potential cus

tomers to meet their energy needs: 
quality service and competitive prices.  

Investor-owned and municipal utilities 

are pursuing alternatives to new generation 

or purchases from traditional suppliers. NSP 
is working to retain existing municipal cus
tomers by providing transmission access to 
energy sources. We also are pursuing oppor

tunities in bulk power sales markets, where 

our access to low-cost generation sources can 
provide customers with reliable service at 
very competitive prices.  

Our high-voltage transmission system 
continues to be a potential source of addi
tional revenue. For example, we are seeking 
Federal Energy Regulatory Commission 
(FERC) approval of a contract to provide 
long-term transmission services to five mem
bers of Wisconsin Public Power, Inc. That 
company consists of 30 Wisconsin munici
palities that purchase electricity from various 

suppliers and need transmission access to 
deliver the energy.  

In addition, NSP in 1990 filed for FERC 
approval of a standard transmission service 

contract for new customers. The contract 

would be for terms of six years or less, with 
a flexible rate to enhance competitiveness.  
If approved, we will be able to provide 
customer-oriented services more quickly and

"I treat my cus

tomers the way I 

want to be treated 

with fairness and 

respect," says Bill 

Hafner, specialist 

meter reader in 

St. Paul. Hafner 

has been with NSP 

for 38 years.
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efficiently. We also are investing in our trans
mission system to enhance service reliability.  
We spent about $12.5 million on our Wiscon
sin transmission and distribution system and 
about $7 million on the Minnesota transmis
sion system.  

NSP PROGRAMS ASSIST CUSTOMERS 

Ninety percent of our customers rate 
NSP's electric and natural gas service excel
lent or good, according to a 1990 survey 
designed to measure residential customers' 
satisfaction.  

We have many programs in place to 
develop and maintain good relationships 
with existing and prospective customers. For 
example, customers can pay their monthly 
NSP bills through an automatic transfer of 
funds to us from their checking or savings 
accounts. Besides making bill payments eas
ier for customers, the plan cuts in half our 
cost of processing payments.  

Service is the focus of Centre Pointe, 
where we have consolidated our Twin Cities
area customer business operations to 
improve efficiency. The center's new credit 
management system has improved bill collec
tions and our high-technology phone system 
helps us quickly respond to customers' calls.  
In 1990, the center's first full year of opera
tion, our staff fielded more than one million 
calls, including those we answered during the 
hot summer months when service hours were 
extended. We also improved service by add
ing a new drive-up window so customers can 
pay their bills conveniently.  

In addition, we respond to customers' 
needs through "Ask NSP" and the NSP 
Speakers Bureau. "Ask NSP"' our telephone 
information service, answered more than 
140,000 energy-related calls in 1990. About

45 NSP employees participate in the NSP 
Speakers Bureau. They delivered more than 
400 speeches on topics such as power genera
tion and safety tips to about 25,000 cus
tomers in 1990.  

NATURAL GAS UTILITY EXPANDS SERVICE 

Employees excelled in expanding our 
natural gas business in 1990.  

We extended service to five new commu
nities in Minnesota. We added almost 1,000 
commercial customers and 9,300 residential 
customers, including 5,500 who converted 
their heating systems from other fuels such as 
oil and propane to gas. We installed 270 miles 
of gas lines and our growth rate for firm gas 
customers (primarily heating customers) 
was 3.5 percent, up slightly from our growth 
in 1989.  

NSP's largest expansion project was in 
the Madison Lake area of southern Minne
sota. The 70-mile gas main has the potential 
to serve more than 1,900 residential and com
mercial customers.  

NSP-Wisconsin installed and replaced 
more than 55 miles of gas mains and added 
more than 2,600 new customers in 1990.  

GAS PRICES REMAIN EXCELLENT 

ENERGY VALUE 

Natural gas prices remained 
competitive and actually were lower 
than during the mid-1980s. NSP's 
competitively priced energy, reli
ability and DSM programs were 
major factors in a Texas glass manu
facturer's decision to build a plant 
east of Menomonie, Wis. In 1991 
AFG Industries, Inc., will begin constructing 
a 350,000-square-foot building, becoming 
NSP-Wisconsin's largest natural gas cus
tomer. Once operational, AFG will generate 
an estimated $2.5 million in natural gas sales 
and $1 million in electric sales annually.

NSP employees, 

including Kaye 

Crook, assistant 

gas designer, con

tinue a five-year 

project to upgrade 

the natural gas 

distribution system 

in La Crosse, Wis.
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NRG GROUP PROVIDES NEW OPPORTUNITIES W e expanded our existing nonregulated businesses in 1990 to 
improve our earnings potential.  

NSP competed with other energy pro
viders, such as independent power producers 
and non-regulated energy brokers, through 
NSP Enterprises, our independent energy 
business.  

NSP Enterprises early in 1991 filed for 
incorporation as the NRG Group, Inc., a 
wholly owned subsidiary of NSP, to distin
guish more clearly between our regulated and 
non-regulated operations. The NRG Group 
will include Graystone Corp.; NRG Energy, 
Inc.; NRG Resource Recovery, Inc.; NRG 
Thermal Corp. (formerly NORENCO 
Corp.), and Scoria, Inc.  

In 1990, its first full year of operation, 
NRG Energy, a unit that markets expertise in 
power plant design, construction and opera
tions, competed for a contract to build an 
800-megawatt coal-fired power plant outside 
of the NSP service area. Although the con
tract has not been awarded yet, NRG En
ergy's competitive proposal for further 
development and review was chosen ahead of 
33 others. In addition, NRG Energy formed a 
partnership with a Michigan company to 
own, construct and operate a 20.4-megawatt 
fluidized-bed burner fired with waste wood.  
Construction of the power plant in Alpena, 
Mich., could begin later in 1991.  

NSP TURNS MUNICIPAL SOLID WASTE INTO 

VALUABLE POWER PLANT FUEL 

NSP continues to expand and improve 
its refuse-derived fuel (RDF) operations, 
providing environmentally sound energy and 
helping solve the nation's problem of over
crowded landfills.  

Workers at NSP's two RDF plants pro
cessed more than 700,000 tons of municipal 
solid waste in 1990, a 41 percent increase 
over 1989, reducing by 570,000 tons the 
amount of trash that goes to landfills, and 
providing power plant fuel. Two NSP-owned 
power plants that burn RDF performed well

and produced 155,000 megawatt-hours of 
electricity, enough to serve a community of 
about 18,700 customers. NSP also sells RDF 
to another Minnesota power plant.  

OTHER NON-REGULATED UNITS CONTINUE 

TO PURSUE ENERGY PROJECTS 

Scoria, Inc., a subsidiary of the NRG 
Group, joined a non-regulated unit of The 
Montana Power Co. in a coal-processing pro
ject in Montana. The technology increases 
the heating value of low-quality coal.  
The partners will own patented tech
nology and a demonstration plant 
that will produce about 300,000 
tons of upgraded coal per year. The 
U.S. Department of Energy will fi
nance up to half of the five-year dem
onstration project; construction will 
begin in the spring of 1991. In light of 
the new Clean Air Act amendments, 
operators of Midwestern and Eastern power 
plants burning high-sulfur bituminous coal 
could be interested in buying the upgraded 
coal. Companies can transport the coal eco
nomically and burn it in many existing plants 
without major boiler modifications.  

NRG Thermal in 1990 reached a long
term agreement to purchase excess steam 
capacity from a large medical center power 
plant in downtown Minneapolis. We plan to 
use the steam to serve customers near the 
steam plant. We also have a 20-year contract 
to manage the plant.  

Graystone Corp., with several other 
companies, continued work on a plan to 
build the first private uranium enrichment 
plant in the United States. The companies 
submitted a safety analysis and environmen
tal reports to the Nuclear Regulatory 
Commission early in 1991, and construction 
of the plant in Louisiana could begin in 1993.  
Uranium enrichment is one phase in provid
ing fuel for nuclear plants.

Robyn Matthys, 

processor helper, 

is an employee at 

NSP's Elk River 

Resource Recovery 

Facility in Minne

sota who helped 

turn more than 

370,000 tons of 

municipal solid 

waste into power 

plant fuel in 1990.



CO MUNITY IN OLVEMENT

EMPLOYEES: A VALUED ASSET AT NSP; 
A VALUE TO THEIR COMMUNITIES 

skilled, productive work force is one 
of NSP's most important assets.  
Employee training programs help 

your company establish and reach goals and 
invest in experienced, innovative leadership 
for the future.  

To ensure future leadership capabilities 
and foster innovative changes on the job, 
more than 440 first-line supervisors attended 
Leadership Development courses in 1990.  
We focused on adjusting our business to fu
ture changes and challenges. A total of 800 
employees will complete the sessions by 
mid-1991.  

We also emphasized empowering 
employees, a concept that gives them the 
knowledge and authority to meet goals such 
as controlling costs, improving customer 
satisfaction and promoting NSP's financial 
successes, in new ways. Empowerment fur
ther encourages employees to participate 
fully in making decisions and accepting 
broader responsibilities while working to 
their full potential.  

We benefit from a diverse work force 
that provides the skills our business requires.  
In 1990 employees established a 15-member 
Diversity Council dedicated to improving 
NSP's cultural environment and helping em
ployees realize the benefit of each other's 
differences.  

NSP SETS THE PACE IN COMMUNITY SERVICE 

NSP serves communities with more 
than just energy. Our employees and retirees 
are a valued asset to the communities we 
serve; more than 1,800 NSP representatives 
volunteered for community service oppor
tunities in 1990.  

Employees participated in numerous 
community projects including the Metro 
Paint-A-Thon, a program through which we

helped paint the homes of more than 300 
low-income senior citizens and disabled 
adults in the Twin Cities area; Meals On 
Wheels; and FoodShare, an organization pro- NSP indus 
viding support to Minnesota food shelves.  

NSP-Minnesota employees exceeded hygienist 
their United Way goal of $735,000, giving Pederson, 
$805,000, a 12.9 percent increase over 1989.  
NSP-Wisconsin also surpassed its United Way a year-rou 
goal by contributing more than $83,000. volunteer 

Our 1990 corporate contributions ex
ceeded $3.5 million. Contributing to non- Sunrise, a 
profit organizations helps maintain a high culturally 
quality of life in the communities we serve.  
When our communities thrive, so do we. Twin Cith 

We responded to the needs of youths teenagers.  
and schools in our service area. As a high
technology company, our future will depend ceived an 
on a well-trained, technical and professional Electrical 
work force, so we focus our support on math
ematics, science education and other related award for 
academic areas.  

NSP employees serve as mentors for 
"at-risk" youth in the Twin Cities 
metro area. We joined forces with 
Central High School in St. Paul to 
provide job training, job experience 
and work force preparation. Our 
partnership with Sanford Junior 
High School in Minneapolis will 
focus on critical issues such as pre
venting students from dropping out 
of school and helping parents be
come more involved in their children's 
education.  

In addition, we annually demonstrate 
our commitment to youth and education 
with safety programs, an energy issues work
shop for teachers and a science camp designed 
to increase the technical knowledge of stu
dents, especially the young women and if
nority youth who will be part of a diverse 
work force in the future.  

In short, NSP is people contributing to 
the success of their communities and your 
company.
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B0ARD OF D IRE T RS

DIRECTORS AND OFFICERS 
As of December 31, 1990 

Directors of the Minnesota Company 

H. Lyman (Tad) Bretting (54) 
2,4 
President and CEO 
C.G. Bretting Manufacturing 
Company, Inc.  
Manufacturer of napkin and 
paper towel folding machines 
(elected March 1990) 

David A. Christensen (55) 1,4 
President and CEO 
Raven Industries, Inc.  
Manufacturers of reinforced 
plastics, sportswear and 
electronic equipment 
(elected December 1976) 

W John Driscoll (61) 1,4 
President 
Rock Island Company 
Private investment firm 
(elected November 1974)

N. Bud Grossman (69) 1,3 
CEO 
Cogel Management Co.  
Investment and business 
management 
(elected January 1979) 

Dale L. Haakenstad (62) 2,4 
Retired Chairman and CEO 
Western States Life 
Insurance Company 
(elected February 1978) 

James J. Howard (55)* 
Chairman of the Board and CEO 
Northern States Power Company 
(electedJanuary 1987) 

Allen E Jacobson (64) 1,4 
Chairman of the Board and CEO 
3M 
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tapes, photographic film and 
health-care products 
(elected January 1983)



Richard M. Kovacevich (47) 3,4 
President and COO 
Norwest Corporation 
Holding company for 
banking institutions 
(elected April 1990) 

Donald W McCarthy (68) 3,4 
Chairman Emeritus 
Northern States Power Company 
(elected June 1975)

John E. Pearson (63) 1,3 
Chairman and CEO 
The NWNL Companies, Inc.  
Holding company for insurance 
and other financial services 
subsidiaries 
(elected December 1983) 

G.M. Pieschel (63) 1,2 
President 
Farmers and Merchants State Bank 
(elected February 1978)

Dr. Margaret R. Preska (52) 1,3 
President 
Mankato State University 
(elected January 1980) 

A. Patricia Sampson (42) 2,4 
Executive Director 
Greater Minneapolis Area Chapter 
American Red Cross 
(elected January 1985)

Edwin M. Theisen (60)* 
President and COO 
Northern States Power Company 
(elected July 1990) 

Board Committees 
1 Corporate Management 
2 Employee Retirement Income Security 

Act Compliance 
3 Finance -Audit 
4 Power Supply 
*J.J. Howard and E.M. Theisen are ex officio 

members of all committees.



OFFICERS AND DIRECTORS

Principal Officers of the 
Minnesota Company 

Vincent E. Beacom (61) 
Senior Vice President - Gas Utility 

Craig J. Blair (47) 
Executive Vice President 
Power Supply 

Arland D. Brusven (58) 
Vice President and Treasurer 

Ronald J. Clough (55) 
Vice President - Electric 
Utility Operations 

James T. Doudiet (45) 
Executive Vice President - Finance and 
Chief Financial Officer 

Leon R. Eliason (51) 
Vice President - Nuclear Generation 

James J. Howard (55) 
Chairman of the Board and CEO 

Roland J. Jensen (61) 
President - NSP Enterprises 
NSP Enterprises was incorporated 
1/2/91 as NRG Group, Inc.  

Gary R. Johnson (44) 
Vice President - Law 

Charles E. Larson (54) 
Senior Vice President - Electric Utility 

John A. Noer (44) 
Vice President - Human Resources 

Hazel R. O'Leary (53) 
Executive Vice President 
Corporate Affairs 

David H. Peterson (49) 
Vice President - Non-Regulated 
Generation 

Roger D. Sandeen (45) 
Vice President and Controller 

Robert H. Schulte (38) 
Vice President - Rates and 
Corporate Strategy 

James R. Tachney (58) 
Vice President - Combustion and 
Hydro Operations

Loren L. Taylor (44) 
Vice President - Transmission and 
Inter-Utility Services 

Edwin M. Theisen (60) 
President and COO 

Keith H. Wietecki (41) 
Vice President - Electric Marketing 
and Sales 

Hollies M. Winston (40) 
Secretary 

Joseph L. Wolf (42) 
Vice President - Public and 
Environmental Affairs 

Directors of the Wisconsin Company 

Jean Gitz Bassett (66)* 
Retired President 
WLCX and WLXR Radio 
(elected February 1984) 

H. Lyman (Tad) Bretting (54)* 
President and CEO 
C.G. Bretting Manufacturing 
Company, Inc.  
Manufacturer of napkin and paper 
towel folding machines 
(elected November 1987) 

Philip M. Gelatt (40) 
President 
Northern Engraving Corporation 
Manufacturer of decorative 
components for the automobile, 
appliance and electronic controls 
industries 
(elected May 1990) 

Wayne E. Harrison (63) 
Dairy Farmer 
(elected August 1990) 

Roland J. Jensen (61) 
President - NSP Enterprises 
NSP Enterprises was incorporated 
1/2/91 as NRG Group, Inc., a wholly 
owned subsidiary of Northern States 
Power Company (Minnesota) 
(elected August 1988) 

Ray A. Larson Jr. (61)* 
President 
Wissota Sand and Gravel Company 
(elected November 1979)

Edward J. McIntyre (39) 
President and CEO 
Northern States Power Company 
(Wisconsin) 
(elected July 1990) 

Larry G. Schnack (53)* 
Chancellor 
University of Wisconsin-Eau Claire 
(elected May 1988) 

*Audit Committee Members 

Principal Officers of the 
Wisconsin Company 

Michael N. Gregerson (43) 
Vice President - Division Operations 

John L. Koplin (57) 
Treasurer 

Edward J. McIntyre (39) 
President and CEO 

John P. Moore, Jr. (43) 
Secretary and General Counsel 

Anthony G. Schuster (46) 
Vice President - Power Supply 

Neal A. Siikarla (43) 
Controller 

Glenn B. Thorsen (56) 
Vice President - Finance 

Patrick D. Watkins (50) 
Vice President - Administrative 
Services
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FINANCIAL RESULTS AND OBJECTIVES

Northern States Power Company, Minnesota and Subsidiaries 

RESULTS 
Earnings per share were $2.83 compared with $3.24 a 

year ago.  
Dividends per share were increased from an annual rate 

of $2.22 to $2.32, an increase of 4.5%.  
The earnings per share do not include revenues subject to 

refund related to the company's 1989 Minnesota electric rate 
case. The company has appealed to the courts the Minnesota 
Public Utilities Commission's (MPUC) August 28, 1990, order 
denying NSP an electric rate increase in its 1989 rate case.  

Producing electricity is an increasing cost business, espe
cially in a service area with economic growth. The decline in 
earnings reflects a year without the necessary rate relief in the 
State of Minnesota, emphasizing our need for timely and 
reasonable rate relief. The company implemented significant 
cost controls in 1990 to partially offset the impact of the rate 
decision, but cost reductions of this nature cannot continue 
into the future without adversely affecting service and 
reliability.

Capital Structure 
Common equity 

= Objective range 45-50%

60%

40 

20

OBJECTIVES 
NSP's objective is to maintain the financial flexibility, 

shareholder return and lower cost of money consistent with a 
double-A utility. Achieving this objective will result in lower 
rates for customers, a fair return to shareholders and protec
tion for bondholders. NSP's electric rates continue to be among 
the lowest in the country. Even if we had been granted full rate 
relie our rates would have remained in the lowest one-third of 
the nation's utilities.  

Despite a year in which NSP was denied necessary rate 
relief in Minnesota, the company was able to meet most of its 
financial objectives.  

RETURN ON EQUITY OBJECTIVE 
The return on equity (ROE) objective for the company 

based on a three-year average, should be equal to or greater 
than the ROE of electric utilities in the top third of the industry.  

The average ROE required to be in the top third of the 
industry for 1990 (based on a three-year average) is estimated 
to be 13.3%. Because of a difficult year financially, the com
pany's average ROE for the past three years fell to 13.2%.  

Capital Structure 
Total debt 

m Objective range 40-45%

60%

40 

20



Northern States Power Company, Minnesota and Subsidiaries 

DIVIDEND POLICY AND OBJECTIVE 
The company has a long-term objective of increasing 

dividends on a regular basis and maintaining a payout of 65 to 

70%. During 1990, the quarterly dividend was increased to 
58o, an increase of 4.5%. The payout ratio for 1990 was 81%, 
higher than our objective due to the decrease in earnings per 

share. Our goal is to address the concerns expressed by the 

MPUC and its staff, obtain necessary rate relief and increase 

earnings so that our dividend payout falls within the objective.  
The company is proud of its dividend policy. The com

pany has paid dividends without interruption for 42 years and 
1990 marked the 16th consecutive year that dividends have 
increased. As NSP Chairman and Chief Executive Officer 

James J. Howard stated in his November 9, 1990, letter to 

shareholders, "Your dividend is secure, and we have no plans 

to adjust it. We are committed to our long-term dividend 

objective to pay dividends on a regular and predictable basis." 

CREDIT QUALITY OBJECTIVES 
NSP's secured debt is currently rated Aa2 by Moody's, 

AA- by Standard & Poor's and AA- by Duff and Phelps. Each 
of the rating agencies downgraded the credit quality of NSP's 

debt within the Double-A category. The downgrade was a 
direct result of the refusal by the MPUC to increase retail 
electric rates in 1990.  

Dividend Payout Ratio 
Based on dividends 
declared 

M Objective range 65- 70%

100% 

75 

50 

25

Despite a difficult financial year, NSP's capital structure 

and bond interest coverage continue at levels consistent with 

the criteria of the bond rating agencies for a Double-A rating.  

NSP's actual equity ratio was 49.3%, within the objective 

range of 45-50%. The company's pre-tax interest coverage, 
excluding allowance for funds used during construction, was 
3.7, also within the objective range of 3.5 to 5.0 times. Capital 

structure and ROE will again be issues in the Minnesota rate 
case that will be heard in 1991. We have stressed the impor
tance of earning a higher ROE on our full equity in order to 
maintain our strong financial position. Financial strength has 
enabled the company to save ratepayers millions of dollars in 
interest expense in the past as well as providing shareholders 
with fair returns.  

Over the next five years, NSP will generate about 65% of 
its funds for construction programs from operations (internal 
funds).  

Pre-tax Interest Coverage 
Excluding AFC 

m Objective range 3.5-5.Ox

6.Ox 

4.0 

2.0
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Northern States Power Company, Minnesota and Subsidiaries 

FINANCIAL CONDITION 
NSP's financial condition remained strong during 

1990. However, NSP's 1990 earnings were adversely affected 
when the Minnesota Public Utilities Commission (MPUC) 
dismissed NSP's $120.8-million electric rate increase request.  
NSP continued to meet its long-range financial objectives for 
capital structure of approximately 45-50% common equity, 
7-12% preferred stock and 40-45% long-term debt. The pre
tax interest coverage ratio, excluding allowance for funds 
used during construction, was 3.7, above the minimum 
objective of 3.5, but down from 4.0 in 1989.  

In June 1990, NSP issued $100 million of first mort
gage bonds, having an annual interest cost to NSP of 9.59%.  
The proceeds of this financing were used to redeem 
$90,160,000 of NSP's 112% first mortgage bonds. NSP's 
1990 financing activity was undertaken to reduce NSP's 
long-term cost of capital.  

On January 31, 1991, NSP completed the sale of its 
North Dakota telephone properties to Rochester Telephone 
Corporation for $48 million in cash. The telephone opera
tions historically accounted for less than 2% of NSP's earn
ings. During 1990, the net income attributable to NSP's 
telephone operations was approximately $.04 per share. NSP 
expects to recognize a net gain of approximately $16 million, 
or 260 per share, from the sale in the first quarter of 1991.  

Statement of Financial Accounting Standards No. 106 
(SFAS 106) - Employers' Accounting for Postretirement 
Benefits Other Than Pensions was issued in December 1990.  
SFAS 106 relates to the accounting for post-employment 
benefits, including health care and medical benefits. SFAS 
106 will, when it becomes mandatory in 1993, require 
companies to record a liability and a current expense for the 
actuarially determined future costs of providing postretire
ment benefits as well as recognition of the accumulated prior 
benefits earned but not recorded. NSP is currently evaluat
ing the implementation of this new accounting principle.

Average Residential Gas Rates 
$IMCF
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NSP expects that adoption of SFAS 106 will not have a 
material impact on the results of operations of the Company 
due to the effects of regulation.  

CONSTRUCTION EXPENDITURES 
Construction expenditures were $323 million in 1990.  

Of that amount, $259 million related to replacements and 
improvements of NSP's electric system and $28 million 
involved construction of natural gas facilities. Internally 
generated funds provided 100% of the construction expen
ditures for 1990 and 92% of the $1.9 billion construction 
expenditures incurred for the five-year period 1986-1990.  
NSP estimates that its construction expenditures will be 
$380 million in 1991. Of that amount, $320 million is 
scheduled for electric facilities and $25 million for gas 
facilities. Internally generated funds are expected to provide 
60% of the 1991 construction expenditures and 65% of the 
$2.3 billion in forecasted expenditures for the five-year 
period 1991-1995.  

ADDITIONAL FINANCING REQUIREMENTS 
In addition to construction expenditures, forecasted 

financing requirements for the 1991-1995 period include 
$118 million to retire long-term debt and meet first mort
gage bond sinking fund requirements. As the result of the 
MPUC's dismissal of NSP's 1989 electric rate case, funds will 
be required for customer refunds totaling $83 million re
corded as a current liability at December 31, 1990. NSP 
expects to obtain external capital through the issuance of 
long-term debt, preferred stock and common stock. Financ
ing requirements for the period 1991-1995 may be affected 
by external factors such as availability and cost of capital, 
load growth, changes in construction expenditures, allowed 
price increases by regulatory agencies, changes in environ
mental regulations and other regulatory activities. In partic
ular, the dismissal of NSP's 1989 electric rate filing by the 

Electric Sales Growth 
Annual percent change
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Nolfthern States Power Company, Minnesota and Subsidiaries

MPUC will affect NSP's financing requirements and its 
ability to raise capital at favorable rates. NSP does not expect 
that the 1990 amendments to the Clean Air Act will have a 
significant impact on its construction program or financing 
requirements due to prior expenditures for pollution control 
facilities.  

FINANCING FLEXIBILITY AND LIQUIDITY 
One of the effects of the MPUC's dismissal of NSP's 

electric rate case was a downgrading of NSP's first mortgage 
bonds. Standard & Poor's Corporation downgraded the first 
mortgage bonds from AA to AA -, Moody's Investors 
Service, Inc., downgraded the first mortgage bonds from 
Aal to Aa2 and Duff & Phelps downgraded the first mort
gage bonds from AA + to AA -. These ratings reflect only 
the views of such organizations and an explanation of the 
significance of these actions may be obtained only from each 
agency. NSP's ability to finance its construction program at a 
reasonable cost and to provide for other capital needs is 
dependent on its ability to earn a fair return for investors' 
capital. Financing flexibility is enhanced by providing a high 
percentage of total capital requirements from internal 
sources and having the ability, if necessary, to issue long
term securities and obtain short-term credit. Access to 
securities markets is determined in large part by credit 
quality. NSP's first mortgage indenture places limits on the 
amount of first mortgage bonds that may be issued and the 
MPUC has jurisdiction over securities issuance. At Decem
ber 31, 1990, NSP could have issued about $1 billion of 
additional first mortgage bonds under the indenture, assum
ing an annual interest rate of 12%. At December 31, 1990, 
NSP had no short-term debt outstanding. Commercial 
banks presently provide NSP with credit lines of $165 
million and $42 million of revolving long-term loan commit
ments. NSP expects to have adequate access to long-term 
and short-term debt markets. NSP's Articles of Incorpora
tion limit the amount of preferred stock that may be issued.  
NSP could have issued an additional $400 million of autho
rized and unissued preferred stock remaining at December 
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31, 1990, and remained in compliance with all income 
coverage requirements. Total authorized shares of common 
stock, under NSP's Articles of Incorporation, are 160 mil
lion. At December 31, 1990, the number of shares outstand
ing was 62,541,404.  

RESULTS OF OPERATIONS 
NSP's business is the sale of electricity and natural gas 

to its customers. Customer usage varies with weather condi
tions, general business conditions, the state of the economy 
and the cost of energy services, which is determined by the 
rates NSP is permitted to charge its customers by various 
regulatory authorities.  

As more completely described in Note 2 to the Finan
cial Statements, the MPUC dismissed NSP's 1989 electric 
rate case and in January 1991, NSP filed with the MPUC for 
an annual general electric rate increase of $98.2 million. The 
rates charged by NSP to retail customers in Wisconsin are 
established annually. NSP's rates are approved by state 
commissions to recover plant and operating costs for the 
annual period for which rate cases are filed. Since rates are 
not filed annually in Minnesota, which is NSP's primary 
jurisdiction, inflation continues to be a factor affecting 
NSP's operations, earnings, shareholders' equity and other 
financial results. Changes in the cost of fuel for electric 
generation and purchased gas are generally reflected in 
billings to customers on a timely basis through cost-of
energy and purchased gas adjustment- clauses, except in 
Wisconsin.  

1990 COMPARED TO 1989 AND 1988 
NSP's 1990 earnings per share were $2.83, down 41 

cents from the $3.24 earned in 1989 and down 28 cents 
from the $3.11 earned in 1988. Lower operating income for 
1990, as well as an increase in non-operating expenses, 
combined to contribute to the decreased earnings. The 
number of common shares outstanding during the periods 
remained the same.  

ELECTRIC SALES AND REVENUES 
Retail sales, which account for over 90% of NSP's 

electric revenue, in 1990 increased 2.1% over 1989. Electric 
revenue for 1990 excludes all interim revenues related to the 
1989 Minnesota electric rate case. See Note 2 to the Finan
cial Statements for additional information concerning the 
financial impact of the MPUC's action. During 1990, NSP 
added 18,816 retail customers, a 1.4% increase. Retail sales 
in 1989 increased only 0.3% over 1988, due primarily to 
record hot weather during 1988. Retail electric sales in
creased 6.6% in 1988, primarily as the result of favorable 
weather, a strong economy and customer growth.  

The $27.4-million reduction in 1989 electric revenue 
resulted from a change agreed to by Minnesota and other 
regulators concerning the accounting treatment of spare 

parts inventories. This reduction was completely offset by a 
reduction in other operation expenses.  

On a weather-adjusted basis, sales to retail customers 
increased 3.4% in 1990, 2.1% in 1989 and 3.3% in 1988.



Northern States Power Company, Minnesota and Subsidiaries 

Retail sales growth for 1991 is forecast to be 2.5%, or an 
increase of 3.1% over 1990 weather-adjusted sales. The table 
below identifies the reasons for the electric revenue changes 
during the past three years.  
(Millions of Dollars) 1990/89 1989/88 1988/87 

Retail sales growth $41 $(2) $ 83 
Rate changes 8 6 84 
Regulatory change 27 (27) 
Cost-of-energy clauses & other 19 (4) 17 

Total $95 $(27) $184 

GAS SALES AND REVENUES 
NSP categorizes gas sales as firm (primarily heating 

customers) and interruptible (customers with an alternate 
energy supply). Firm sales in 1990 decreased 6.4%, primar
ily due to warmer than normal weather. In 1990 NSP added 
12,922 gas customers, a 3.7% increase. Firm sales in 1989 
increased 6.4% because of slightly colder weather and 
customer growth.  

On a weather-adjusted basis, firm sales increased 
4.2% in 1990, 1.3% in 1989 and 4.3% in 1988. NSP 
forecasts 1991 firm gas sales to increase by 11.8% over 1990, 
which would be a weather-adjusted increase of 3.0%.  

Interruptible gas sales, including customer-owned gas 
which NSP transported, increased 3.0% in 1990, compared 
to a 1.8% decrease in 1989 and a 0.1% increase in 1988.  

The table below identifies the reasons for changes in 
gas revenue over the past three years.  
(Millions of Dollars) 1990/89 1989/88 1988/87 

Sales growth $(16) $16 $47 
Purchased gas adjustment 

& other 7 (6) 5 
Total $ (9) $10 $52 

OPERATING EXPENSES AND OTHER FACTORS 
ELECTRIC PRODUCTION Fuel costs for electric generation 
increased $6.3 million or 2.0% in 1990, compared with a 
3.9% increase in 1989 and a 2.9% increase in 1988. The 
relatively small increase in 1990 was due to a small increase 
in generation resulting from increased power purchased to 
meet demand and relatively stable fuel costs. The 1989 
increase was due to low sales growth and relatively stable 
fuel costs. The modest increase in 1988 was due to an 11.1% 
increase in total generation which was partially offset by 
lower coal prices.  

Purchased and interchange costs in 1990 increased 
$17.1 million, or 17.7%, due to economically priced pur
chases available to meet demand. Purchased power costs in 
1989 declined by $9.1 million or 8.6%, primarily due to 
fewer purchases required to meet NSP's requirements and 
lower cost of purchases. In 1988 purchased power costs 
increased 19.7% principally because of reduced availability 
of lower cost purchases from the Manitoba Hydro Electric 
Board due to below normal water conditions at its hydro 
plants.  

GAS Gas purchased for resale decreased by $8.0 million or 
3.7% in 1990 because of decreased sendout. The average

cost per million Btu of gas was 3.2% higher in 1990 than 
1989. Gas purchased for resale in 1989 increased $6.7 
million because of increased sendout, somewhat offset by 
the average cost per million Btu of gas, 3.3% lower in 1989 
than 1988. Gas purchased for resale increased $44.6 million 
in 1988 because of increased sendout and increased cost per 
Mcf. The average cost per million Btu of gas was 8.7% 
higher in 1988 than 1987.  

ADMINISTRATIVE AND GENERAL, OTHER OPERATION AND MAIN
TENANCE These expenses, in total, increased by $64.0 
million or 11.5% compared with a decrease of 6.1% in 1989 
and an increase of 14.2% in 1988. The increase is the result of 
increases in maintenance activities for generating plants and 
distribution systems, increased operation expenses for the 
coal and nuclear plants and 1989 included a $27.4 million 
reduction related to the accounting treatment for spare parts.  
The 1989 decrease was primarily attributable to a change 
agreed to by the MPUC and other regulators in the account
ing for spare parts. This change was offset by a reduction in 
electric revenue and had no impact on net income. The 1988 
increase was due to increased maintenance costs at generat
ing plants, a full year's operation of the Sherco 3 generating 
plant, expensing one-half of the 1988 early retirement pro
gram cost and a contribution of the Employee Stock Owner
ship Plan (which was offset by reduced income taxes).  

DEPRECIATION AND AMORTIZATION The variations in de
preciation for the reported periods reflect higher levels of 
depreciable plant. The 1989 depreciation expense included a 
reduction of $9.0 million resulting from an MPUC-approved 
extension of estimated plant lives based on an NSP study.  

PROPERTY AND GENERAL TAXES Property and general taxes 
increased in each of the reported periods primarily as a 
result of increased tax rates, property additions and new 
property tax legislation in Minnesota.  

INCOMETAXES The variations in income taxes are attributa
ble to fluctuations in taxable income for the reported years 
and the impact of varying tax rates used under Statement of 
Financial Accounting Standards No. 96, Accounting for 
Income Taxes.  

ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (AFC) 
The differences in allowance for funds used during con

struction for the reported periods are attributable to varying 
levels of construction work in progress.  

OTHER INCOME AND DEDUCTIONS-NET Other income and 
deductions-net decreased $7.9 million compared to 1989 
primarily due to non-utility expenses associated with an 
increase in regulatory accounting reserves for potential 
customer refunds associated with regulatory compliance 
matters and costs associated with separating and organizing 
the non-utility businesses from the utility businesses. The 
1989 increase of $9.1 million over 1988 was due to improved 
operating results for NORENCO and the refuse-derived fuel 
business. NORENCO had virtually no impact on 1988 
income as earnings from their operations were offset by 
write-downs of assets in that year.



FlION ANC(I AL S T ATI ST I CS 

Northern States Power Company, Minnesota and Subsidiaries 

SELECTED FINANCIAL DATA 

(Millions of dollars, except per share data) 
1990 1989 1988 1987 1986 1980 

Operating revenues $2 064.5 $1 979.2 $1 996.7 $1 760.4 $1 771.6 $1 148.5 

Operating expenses $1 775.7 $1 675.3 $1 695.0 $1 498.0 $1 520.6 $990.5 
Income from continuing operations $193.0 $219.2 $213.3 $202.7 $204.1 $110.4 

Net income $195.5 $221.9 $214.8 $204.9 $206.9 $111.3 
Earnings available for common stock $177.3 $202.6 $194.5 $188.3 $193.3 $97.3 

Average shares of common stock 
outstanding (000's) 62 541 62 541 62 541 62 541 62 541 60 173 

Earnings per share on average shares: 
Continuing operations $2.79 $3.20 $3.09 $2.97 $3.04 $1.60 
Net income $2.83 $3.24 $3.11 $3.01 $3.09 $1.62 

Dividends declared per share $2.295 $2.195 $2.095 $1.99 $1.865 $1.193 
Total assets $4 762.3 $4 658.3 $4 495.5 $4 401.2 $4 247.0 $2 735.3 
Long-term debt $1 239.5 $1 262.7 $1 275.7 $1 248.5 $1 292.1 $890.9 

Ratio of earnings to fixed charges 
(including AFC) 3.8 4.1 4.0 3.9 4.3 4.0 

FINANCIAL STATISTICS 

1990 1989 1988 1987 1986 1980 

Earnings per share on average shares $2.83 $3.24 $3.11 $3.01 $3.09 $1.62 
Return on average common equity 11.8% 13.9% 13.9% 14.1% 15.3% 11.7% 
Dividends in percent of earnings 81.0% 67.8% 67.4% 66.1% 60.3% 73.6% 
Dividend in percent of book value 9.8% 9.7% 9.7% 9.7% 9.6% 8.9% 

Five-year growth rate in earnings 
per share (1) (0.2%) 1.9% 2.0% 4.3% 9.0% 3.4% 

Construction expenditures (millions) $322.9 $313.4 $300.7 $451.7 $555.6 $222.3 
Percent of construction expenditures 

financed by internally generated 
funds (excluding AFC) 100.0% 100.0% 100.0% 70.7% 77.5% 88.7% 

Cash dividend coverage 2.9 3.4 3.4 3.2 4.1 3.7 
AFC percent of earnings per share 3.5% 3.5% 6.9% 27.2% 26.7% 13.0% 
Effective tax rate 37.0% 34.3% 35.2% 35.3% 40.1% 47.4% 
Capitalization (2) 

Common 49.3% 48.0% 46.5% 45.2% 44.8% 40.8% 
Preferred 9.7% 9.7% 11.4% 9.9% 8.1% 11.0% 
Debt 41.0% 42.3% 42.1% 44.9% 47.1% 48.2% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Embedded cost of long-term debt 
Average plant investment per dollar 

of revenue 
Depreciation reserve in percent of 

depreciable plant 
Depreciation provision in percent of 

average depreciable plant 
Benefit employees (at Dec. 31)

8.09% 

$3.19 

37.4% 

3.49% 
7 471

8.22% 

$3.19 

35.2% 

3.44% 
7 580

8.32% 

$3.04 

33.4% 

3.58% 
7 504

8.19% 

$3.27 

31.5% 

3.37% 
7 699

8.03% 

$3.00 

34.7% 

3.48% 
7515

7.00% 

$2.87 

29.1% 

3.46% 
6 965

AFC - Allowance for Funds Used During Construction 
(1) Least squares method 
(2) Includes notes payable and long-term debt and preferred stocks with mandatory redemption due within one year



CONSOLIDATED STATEMENT OF INCOME 

Northern States Power Company, Minnesota and Subsidiaries 
Year Ended December 31 

(Thousands of dollars) 1990 1989 1988 

OPERATING REVENUES 
Electric $1749091 $1 654463 $1 681925 
Gas 315457 324717 314755 

Total 2 064 548 1 979 180 1 996 680 

OPERATING EXPENSES 
Fuel for electric generation 318444 312 105 300269 
Purchased and interchange power 114021 96888 105960 
Gas purchased for resale 208962 216922 210214 
Administrative and general 177155 173951 170751 
Other operation 274 347 233 207 251 772 
Maintenance 169 887 150 210 171 357 
Depreciation and amortization 214 601 202 268 201 930 
Property and general taxes 183915 177086 162946 
Income taxes 114419 112640 119796 

Total 1775 751 1675277 1694995 

OPERATING INCOME 288 797 303 903 301 685 
OTHER INCOME AND EXPENSE 

Allowance for funds used during construction-equity 3 170 3 733 5 968 
Other income and deductions-net 9626 17509 8377 

Total 12796 21242 14345 

INCOME BEFORE INTEREST CHARGES 301 593 325 145 316 030 

INTEREST CHARGES 
Interest on long-term debt 104 728 106 406 103 769 
Other interest and amortization 7098 3060 6424 
Allowance for funds used during construction-debt (3 204) (3 486) (7 476) 

Total 108622 105 980 102717 

INCOME FROM CONTINUING OPERATIONS 192 971 219 165 213 313 
INCOME FROM DISCONTINUED TELEPHONE OPERATIONS - (NET OF TAX) 2 516 2 792 1 467 

NET INCOME 195 487 221 957 214 780 
Preferred Stock Dividends 18 184 19 338 20 273 
Earnings Available for Common Stock $ 177 303 $ 202 619 $ 194 507 

Average Shares of Common Stock Outstanding (000s) 62 541 62 541 62 541 
Earnings per Share on Average Common Shares: 

Continuing Operations $2.79 $3.20 $3.09 
Discontinued Telephone Operations .04 .04 .02 

Total $2.83 $3.24 $3.11 

Common Dividends Declared per Share $2.295 $2.195 $2.095 

C0NSO DATED STATEMENT OF RETAINED EARN I N S 

Year Ended December 31 

(Thousands of dollars) 1990 1989 1988 

BALANCE AT BEGINNING OF YEAR $980 926 $914 802 $853 006 

NET INCOME 195 487 221 957 214 780 
CAPITAL STOCK EXPENSE AND OTHER 794 (1 697) 

Net additions 195 487 222 751 213 083 

DIVIDENDS DECLARED 
Cumulative preferred stock at required rates 18 184 19 349 20 263 
Common stock 143 532 137 278 131 024 

Total dividends declared 161 716 156 627 151 287 

BALANCE AT END OF YEAR $1 014 697 $980 926 $914 802 

See Notes to Financial Statements on pages 34 to 40.



NSOLIDATED STATEMENT OF CASH FL W S 

Northern States Power Company, Minnesota and Subsidiaries 
Year Ended December 31 

(Thousands of dollars) 1990 1989 1988 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net Income $195 487 $221 957 $214 780 
Adjustments to reconcile net income to cash 

from operating activities: 
Depreciation and amortization 244428 232408 230502 
Nuclear fuel amortization 49586 46715 51447 
Deferred income taxes (31601) 7442 (4126) 
Investment tax credit adjustments (10 111) (15 475) (14 796) 
Allowance for funds used during construction-equity (3 170) (3 733) (5 968) 
Other 6330 8 845 34878 

Cash provided by (used for) changes in certain 
working capital items 89 782 (5 858) 34 058 

NET CASH PROVIDED BY OPERATING ACTIVITIES 540 731 492 301 540 775 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Proceeds from issuance of long-term debt 98 300 172 986 54 094 
Proceeds from issuance of preferred stock. 50 000 
Construction funds withdrawals-net 10 800 25 792 
Repayment from ESOP 7352 8052 9914 
Payment to ESOP to purchase shares (15 000) (13 500) 
Repayment of short-term debt (78 200) 
Redemption of long-term debt (147 114) (163 261) (43 550) 
Redemption of preferred stock (50 000) 
Dividends paid (160 004) (155 222) (149 809) 

NET CASH USED FOR FINANCING ACTIVITIES (201 466) (191 645) (145 259) 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Construction expenditures capitalized (322 869) (313 388) (300 703) 
Increase (decrease) in construction payables (12 094) 4 160 (12 532) 
Allowance for funds used during construction-equity 3 170 3 733 5 968 
Sale (purchase) of short-term investments-net (43 572) 23 829 (51 950) 
Other 7320 (10516) (10284) 

NET CASH USED FOR INVESTING ACTIVITIES (368 045) (292 182) (369 501) 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (28 780) 8 474 26 015 
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 42 092 33 618 7 603 

CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 13 312 $ 42 092 $ 33 618 

CASH PROVIDED BY (USED FOR) CHANGES IN 
CERTAIN WORKING CAPITAL ITEMS: 
Accounts receivable-net $ 7753 $(35 340) $ 1 140 
Federal income tax refund receivable (18 726) 1 500 989 
Materials and supplies (12 436) (24 893) 3 300 
Accounts payable 26 900 25 272 12 283 
Customer rate refunds 83063 2010 
Income and other taxes accrued 2 794 27 730 13 097 
Other 434 (2 137) 3 249 

Net $89782 $ (5 858) $ 34058

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION: 
Cash paid during the year for: 

Interest (net of amount capitalized) 
Income taxes 

See Notes to Financial Statements on pages 34 to 40.

$109 325 
157 617

$102 885 
106 453

$100 092 
130 974



CONSOLIDATED BALAN E SHEE T 

Northern States Power Company, Minnesota and Subsidiaries 

December 31 

(Thousands of dollars) 1990 1989 

ASSETS 
UTILITY PLANT 

Electric-including construction work in progress: 
1990, $138,902; 1989, $115,734 $5514919 $5 330755 

Gas 420 919 391 714 
Other 155 108 142 179 

Total 6 090 946 5 864 648 
Accumulated provision for depreciation (2 211 931) (2 015 313) 

Nuclear fuel-including amounts in process: 
1990, $18,681; 1989, $8,239 612 084 583 763 
Accumulated provision for amortization (536 534) (486 948) 

Net utility plant 3 954 565 3 946 150 

OTHER PROPERTY AND INVESTMENTS 142 401 121 121 

CURRENT ASSETS 
Cash and cash equivalents 13312 42092 
Short-term investments-at cost, which approximates market 72 493 28 921 
Accounts receivable-net of accumulated provision for 

uncollectible accounts: 1990, $3,053; 1989, $3,141 202455 210208 
Federal income tax refund receivable 23 863 5 137 
Materials and supplies-at average cost 

Fuel 36 846 34 057 
Other 106413 96766 

Deferred tax asset 75 913 41 256 
Prepayments and other 37 786 36 836 

Total current assets 569 081 495 273 

OTHER ASSETS 
Net assets of discontinued telephone operations 15 976 15 540 
Deferred debits 80276 80258 

Total other assets 96 252 95 798 

TOTAL $4762299 $4658342 

See Notes to Financial Statements on pages 34 to 40.



Northern States Power Company, Minnesota and Subsidiaries 

December 31 

(Thousands of dollars) 1990 1989 

LIABILITIES 
CAPITALIZATION 

Common stock-authorized 160,000,000 shares of $2.50 par value; 
issued shares: 1990 and 1989, 64,080,836 $ 160202 $ 160202 

Premium on common stock 379011 379011 

Retained earnings 1 014 697 980 926 

Employee Stock Ownership Plan shares purchased with debt-shares 
at cost: 1990, 225,679; 1989, 443,238 (7 626) (14 978) 

Treasury stock-shares at cost: 1990 and 1989, 1,539,432 (19 194) (19 194) 

Total common stock equity 1 527 090 1 485 967 
Cumulative preferred stock-authorized 7,000,000 shares of $100 par value; 

outstanding shares: 1990 and 1989, 3,000,000 300 000 300 000 
Premium on preferred stock - 509 509 

Long-term debt 1239519 1262667 

Total capitalization 3 067 118 3 049 143

CURRENT LIABILITIES 
Long-term debt due within one year 
Accounts payable 
Customer rate refunds 
Salaries, wages, and vacation pay accrued 
Federal income taxes accrued 
Other taxes accrued 
Interest accrued 
Dividends declared on preferred and common stocks 
Other

29 462 
173 065 

85 073 
41 704 

8 139 
147 375 
26 101 
40 908 
3 296

46 123 
162 565 

2 010 
37 397 
15 291 

137 429 
26 805 
39 195 

1 208

Total current liabilities 555 123 468 023 

DEFERRED CREDITS 
Accumulated deferred income taxes 710 831 731 902 
Accumulated deferred investment tax credits 225 674 240 013 
Net deferred regulatory liability 121 176 96 325 
Other 82 377 72 936 

Total deferred credits 1 140 058 1 141 176 

COMMITMENTS AND CONTINGENT LIABILITIES 
TOTAL $4 762 299 $4658342

See Notes to Financial Statements on pages 34 to 40.

0



(0NSOLIDATED STATEMENT OF APITALIZATI 0N 

Northern States Power Company, Minnesota and Subsidiaries 

December 31 

(Thousands of dollars) 1990 1989 

COMMON STOCK EQUITY 
Common stock-authorized 160,000,000 shares of $2.50 par value; 

issued shares: 1990 and 1989, 64,080,836 $ 160202 $ 160202 
Premium on common stock 379011 379011 
Retained earnings 1 014 697 980 926 
Employee Stock Ownership Plan shares purchased with debt 

-shares at cost: 1990, 225,679; 1989, 443,238 (7626) (14978) 
Treasury stock-shares at cost: 1990 and 1989, 1,539,432 (19 194) (19 194) 

Total common stock equity 1 527 090 1 485 967 

CUMULATIVE PREFERRED STOCK 
Minnesota Company 

$3.60 series, 275,000 shares $ 27500 
4.08 series, 150,000 shares 15 000 
4.10 series, 175,000 shares 17500 
4.11 series, 200,000 shares 20 000 
4.16 series, 100,000 shares 10 000 
4.56 series, 150,000 shares 15 000 
6.80 series, 200,000 shares 20 000 
7.00 series, 200,000 shares 20 000 
8.80 series, 250,000 shares 25 000 
7.84 series, 350,000 shares 35 000 

Variable Rate series A, 300,000 shares 30 000 
Variable Rate series B, 650,000 shares 65 000 

Total 300000 300000 300000 

Premium on preferred stock 509 509

LONG-TERM DEBT 
First Mortgage Bonds Minnesota Company 

Series due: 
Aug. 1, 1991, 47/% $20 000 
June 1, 1992, 43/% 15 000 
Sept. 1, 1993, 43/8% 15 000 
June 1, 1995, 61/8% 30 000 
Mar. 1, 1996, 6.2% 8 800* 
Aug. 1, 1996, 57/% 45 000 
Oct. 1, 1997, 6 % 30 000 
May 1, 1998, 6 % 45 000 
Oct. 1, 1999, 8% 45 000 
Mar. 1, 2001, 8% 50 000 
June 1, 2001, 8 % 50 000

Mar. 1, 2002, 73/8% 

Feb. 1, 2003, 7 % 
Jan. 1, 2004, 83/% 
May 1, 2005, 9 %% 
Dec. 1, 1989-2006, 6.46% 
Mar. 1, 2011, Variable Rate 
Dec. 1, 2013, 103/% 
Oct. 1, 2014, Variable Rate 
June 1, 2015, 111%% 
July 1, 2019, 91/s%

Total 966760 
June 1, 2020, 93/s% 100000 
Less current maturities (20900) 
Less amounts redeemed June 1, 2015, 11 % (90160) 

Net $ 955 700

*Pollution control financing 
**Resource recovery financing 

See Notes to Financial Statements on pages 34 to 40.

50 000 
50 000 
75 000 
80 000 
26 200** 
13 700* 

100 000* 
27 900* 
90 160 

100 000

966760

955 700



Northern States Power Company, Minnesota and Subsidiaries 

December 31 

(Thousands of dollars) 1990 1989 

LONG-TERM DEBT - CONTINUED 
First Mortgage Bonds Wisconsin Company 

(less reacquired bonds of $1,470 and $1,133 at Dec. 31, 1990 and 1989, respectively) 

Series due: 1990 1989 

Aug. 1, 1994, 4 % $ 11098 $ 11229 
Dec. 1, 1999, 9%% 7962 7971 
Oct. 1, 2003 73/4% 24900 25 197 
Jul. 1, 2016, 9 % 47920 48470 
Mar. 1, 2018, 9 % 38 800 39 600 

Total 130680 132467 
Less sinking fund requirements not reacquired 62 400 

Net - $130618 $132067 130618 132067 

Guaranty Agreements Minnesota Company 
Series due:* 
Feb. 1, 1989-2003, 5.41% $ 6700 $ 7000 
May 1, 1987-2003, 5.69% 26 250 26 750 
Feb. 1, 2003, 7.40% 3500 3500 

Total $ 36450 $ 37250 36450 37250 

Miscellaneous Long-Term Debt 
City of Becker, Pollution Control Revenue 

Refunding Bonds due Apr. 1, 2007, 6.80% $ 60 000* $ 60,000* 
City of La Crosse, Resource Recovery Bond-Series 

due Nov. 1, 2011, 7 % 18 600** $ 18 600** 
Employee Stock Ownership Bank Loan 

due 1990-1992, Variable Rate 626 8 750 
Anoka County Resource Recovery Bond-Series 

due Dec. 1, 1989-2008, 7.00% 27 750** 28 500** 
Sioux Falls Ind. Development Bond-Series 

due 1976-1998, 5.77% 415 465 
Inver Grove Hgts. Ind. Dev. Bond-Series 

due Feb. 1, 1995, 7.125% 1000 1000 
Becker Pollution Control Bond-Series 

due Dec. 1, 2005, 7.25% 9 000* 9 000* 
Other 2622 2637 

Total $120 013 $128 952 120 013 128 952 

Unamortized discount on long-term debt-net (3 262) (2 362) 

Total long-term debt 1239519 1262667 

Total capitalization $3 067 118 $3 049 143

*Pollution control financing 
**Resource recovery financing 

See Notes to Financial Statements on pages 34 to 40.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ,

Northern States Power Company, Minnesota and Subsidiaries 

1. SUMMARY OF ACCOUNTING POLICIES 
SYSTEM OF ACCOUNTS Northern States Power Company, a Min

nesota corporation (the Company), and Northern States Power 

Company, a Wisconsin corporation (the Wisconsin Company), a 

wholly owned subsidiary of the Company, maintain accounting 

records in accordance with either the uniform system of accounts 

prescribed by the Federal Energy Regulatory Commission (FERC) 

or those prescribed by state regulatory commissions, whose 

systems are the same in all material respects.  

In 1990 the state regulatory commission for the Wisconsin 

Company changed its accounting procedures (primarily related to 

deferred taxes) to more closely conform with those prescribed by 

the FERC. Accordingly, certain reclassifications have been made to 

the 1989 and 1988 financial information to conform with the 1990 

presentation for this regulatory change as well as for recognition of 

the discontinued telephone operations. These reclassifications had 

no effect on earnings on common shares.  

PRINCIPLES OF CONSOLIDATION The consolidated financial 

statements include all significant subsidiary companies.  

UTILITY PLANT AND RETIREMENTS Utility Plant is stated at 

original cost. The cost of additions to utility plant includes contrac

ted work, direct labor and materials, allocable overheads and 

allowance for funds used during construction. The cost of units of 

property retired, plus net removal cost, is charged to the accumu

lated provision for depreciation and amortization. Maintenance 

and replacement of items determined to be less than units of 

property are charged to operating expenses.  

ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION (AFC) 

AFC, a non-cash item, is computed by applying a composite pretax 

rate, representing the cost of capital for construction, to qualified 

Construction Work in Progress (CWIP). The rates were 10.0% in 

1990, 9.9% in 1989 and 9.0% in 1988. AFC is included in net 

income and CWIP. The AFC included in CWIP is included in utility 

rate base for establishing utility service rates.  

DEPRECIATION For financial reporting purposes, depreciation is 

computed by applying the straight-line method to the estimated 

useful lives of various classes of property. During 1989 the Com

pany filed with the Minnesota Public Utilities Commission 

(MPUC) an annual review of remaining lives for the electric and gas 

production properties. The study recommended a decrease in 

annual depreciation accruals of approximately $9.0 million.  

MPUC approval was issued in September 1989 and the deprecia

tion accrual was adjusted to reflect the lower amount effective 

January 1, 1989. Depreciation provisions, as a percentage of the 

average balance of depreciable property in service, were 3.49% in 

1990, 3.44% in 1989 and 3.58% in 1988.

DECOMMISSIONING The provision for the estimated decommis

sioning costs for the Company's nuclear plants has been calculated 

for 1988, 1989 and the first seven months of 1990 by using an 

internal sinking-fund method. An internal/external sinking-fund 

method was used for the last five months of 1990. The 1990 change 

in funding methods is in accordance with Nuclear Regulatory 

Commission requirements for the establishment of an external 
decommissioning fund. The funding is designed to provide for full 
recovery of the future decommissioning costs. Based on a 1990 
study, the Company estimates that decommissioning costs will 

approximate $630 million in 1990 dollars, for which the Company 
has recorded $175 million in the accumulated provision for depre

ciation; $13 million of this balance has been designated for deposit 

into an external fund in 1991. The total allocation between internal 

and external funds at license termination will be approximately 

40% and 60% respectively. Decommissioning costs recorded for 

1990, 1989, and 1988 have been $31 million, $28 million and 

$27 million, respectively.  

NUCLEAR FUEL EXPENSE The original cost of nuclear fuel is 

amortized to fuel expense on the basis of energy expended. Nuclear 

fuel expense also includes a disposal cost of 0.1V per kilowatt-hour 

of nuclear generation, as required by the Nuclear Waste Policy Act 

of 1982. Disposal expenses were $12.1 million, $10.9 million and 

$12.0 million for 1990, 1989 and 1988, respectively.  

REVENUES Customers' meters are read on a cycle basis. For 

financial reporting purposes, revenues of the Company are 

recorded in the accounting period during which the bills are 

rendered. The Wisconsin Company, pursuant to an order of the 

Public Service Commission of Wisconsin (PSCW), accrues esti

mated unbilled revenues for services provided from the monthly 

meter-reading date to month-end.  

The Company's rate schedules, applicable to substantially all 

its customers, include cost-of-energy adjustment clauses, under 

which rates are adjusted to reflect changes in average costs of fuels, 
purchased power, and gas purchased for resale. As ordered by the 

PSCW, Wisconsin Company retail rate schedules do not include 

cost-of-energy adjustment clauses.  

INCOME TAXES The Company records income taxes in accor

dance with Statement of Financial Accounting Standards No. 96 

(SFAS 96) - Accounting for Income Taxes. SFAS 96 requires the use 

of the liability method of accounting for deferred income taxes.  

Income taxes are deferred for all temporary differences 

between pretax financial and taxable income, and between the 

book and tax bases of assets and liabilities. Deferred taxes are 

recorded using the tax rates scheduled by tax law to be in effect 

when the temporary differences reverse. Due to the effects of 

regulation, current income tax expense is provided for the reversal



Noihern States Power Company, Minnesota and Subsidiaries 

of some temporary differences previously accounted for by the 

flow-through method.  

Adoption of SFAS 96 resulted in the establishment of a Net 

Deferred Regulatory Liability because it is probable that future 

rates and revenue requirements will be reduced to flow back 

previously collected excess deferred taxes. This regulatory liability 

will change each year as the related deferred taxes reverse.  

Investment tax credits are deferred and amortized over the 

estimated lives of the related property.  

PURCHASED TAX BENEFITS The Company and the Wisconsin 

Company have purchased tax-benefit transfer leases under the Safe 

Harbor Lease provisions of the Economic Recovery Tax Act of 

1981. For both financial reporting and regulatory purposes, the 

Company is amortizing the difference between the cost of the 

purchased tax benefits and the amounts expected to be realized 

through reduced current income tax liabilities over the remaining 

terms of the leases after the initial investments have been recovered.  

CASH EQUIVALENTS The Company considers certain debt in

struments (primarily commercial paper) with a remaining maturity 

of three months or less, at the time of purchase, to be cash 

equivalents.  

2. REGULATORY MATTERS 
MINNESOTA JURISDICTION On November 2, 1989, the Com

pany filed for an annual general electric rate increase of $120.8 

million with the Minnesota Public Utilities Commission (MPUC).  

On December 29, 1989, the MPUC approved interim rates, subject 

to refund, effective January 1, 1990. These interim rates were set to 

increase annual revenues by approximately $81.5 million.  

On August 28, 1990, the MPUC issued an order denying the 

Company's entire request for a rate increase. On September 17, 
1990, the Company requested the MPUC reconsider that order.  

The request for reconsideration also included a proposal for a $39 

million annual transitional increase as an alternative to review of 

the original rate increase. On November 26, 1990, the MPUC 

issued an order denying a rehearing and the proposed transitional 

increase, and directed the Company to file a plan within 30 days 

for refunding all amounts previously collected under the interim 

rate order.  

On December 20, 1990, the Company filed with the MPUC 

for permission to continue collecting rates at the proposed annual 

transitional rate increase level of $39 million and refund, with 

interest, previously collected amounts down to this increase level 

pending an appeal through the Minnesota Appellate Courts. The 

MPUC denied this request on January 15, 1991. The Company 

filed a similar request with the Minnesota Court of Appeals on 

January 22, 1991. That request was denied on February 5, 1991.  

The Company believes the transitional rate increase is 

proper and reasonable and will pursue this rate increase through 

the appeal process. However, the Company cannot presently deter

mine the outcome of the appeal process or the ultimate result if the 

Appellate Courts require the MPUC to further review the rate

request. Therefore, the Company reduced 1990 revenues by the full 

amount of the interim rates collected since January 1, 1990 of $79 

million, plus accrued interest of $3.7 million. The Company cur

rently estimates that a final court decision will not be rendered any 

earlier than the latter half of 1991.  

On January 28, 1991, the Company filed for an annual 

general rate increase of $98.2 million with the MPUC. Interim 

rates, subject to refund, could go into effect on or before March 29, 
1991, if approved by the MPUC. The MPUC is required to issue its 

final order no later than November 28, 1991.  

NORTH DAKOTA JURISDICTION In July 1990, a North Dakota 

district judge declared the North Dakota Public Service Commission's 

(NDPSC) December 1988 rate case order for the Company invalid, 
and directed the NDPSC to schedule a refund of revenues collected 

under that order. The Company was granted a stay of the district 

judge's order and is continuing to collect revenues at the NDPSC 

approved levels. An appeal was filed with the Supreme Court of 

North Dakota and arguments were presented. A final decision is 

pending. If the Company ultimately is required to refund, it would 

range from $2.5 million to $3.5 million plus interest.  

ALL JURISDICTIONS As a result of regulatory actions in 1989, the 

recovery period for certain of the Company's materials and supplies 

inventories was deferred to future periods in all of the Company's 

operating jurisdictions. The accounting adjustment to recognize 

the impact of these regulatory actions has increased other invento

ries by $23 million, increased net utility plant by $4 million and 

resulted in refunds to customers of $27 million as of December 31, 
1989. The adjustments had no effect on net income.  

3. DISCONTINUED TELEPHONE OPERATIONS 
On May 31, 1990, the Company and Rochester Telephone 

Corporation of Rochester, New York, signed an agreement, 
whereby Rochester Telephone agreed to acquire the telephone 

properties and operations of the Company located in North Da

kota for a purchase price of $52.5 million in cash. Subsequently, 
the companies agreed to a reduction of the purchase price to $48 

million as a result of a settlement agreement with the NDPSC.  

Approvals from the necessary regulatory agencies were obtained in 

January 1991, and the sale was finalized on January 31, 1991. The 

gain on the sale will be recorded in 1991.  

Operating results of the telephone operations for 1990, 1989 
and 1988 are reported in the Statement of Income under the 

caption "INCOME FROM DISCONTINUED TELEPHONE 

OPERATIONS - (NET OF TAX)" and include: 

(Thousands of Dollars) 1990 1989 1988 

Revenues $10 576 $10 534 $9 778 
Income from Operations 

(net of tax) 2516 2792 1467 
Earnings Per Share .04 .04 .02 

The net assets of discontinued operations on the balance sheet 

consist of net utility plant.
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4. INCOME TAX EXPENSE 
Total income tax expense differs from the amount computed by applying the federal income tax statutory rate of 34% to net income before 
income tax expense. The reasons for the difference are as follows: 

(Thousands of dollars) 1990 1989 1988 

TAX COMPUTED AT FEDERAL STATUTORY RATE $105 468 $114 806 $112 604 
Increases (decreases) in tax from: 

State income taxes net of federal income tax benefit 18 541 17 970 18 775 
Allowance for funds used during construction (AFC) (1 078) (1 269) (2 029) 
AFC included in book depreciation 4826 4649 4826 
Investment tax credit-net (10017) (12550) (13724) 
Use of the flow-through method for depreciation in prior years 7 137 7 584 7 261 
Effect of tax rate changes for plant related items (8 589) (8 434) (5 665) 
Dividends paid on ESOP shares (3 521) (3 359) (4 133) 
Other-net 1 946 (3 689) (1 506) 

Total income tax expense $114713 $115708 $116409 

Effective federal and state income tax rate 37.0% 34.3% 35.2% 

Composite federal and state statutory tax rate 39.7% 39.4% 39.6% 

Income tax expense is comprised of the following: 
Included in income taxes: 

Current federal tax expense $113 555 $ 87440 $ 91 370 
Current state tax expense 32 676 24 543 27 104 
Deferred federal tax expense (17220) 9939 11057 
Deferred state tax expense (4947) 1 518 1 068 
Investment tax credit adjustments-net (9 645) (10 800) (10 803) 

Total 114419 112640 119796 

Included in income deductions: 
Current federal tax expense 7 131 5 198 10 520 
Current state tax expense 1 766 1 023 577 
Deferred federal tax expense (7 912) (3 822) (15 787) 
Deferred state tax expense (1 715) (94) (446) 
Investment tax credit adjustments-net (403) (106) 808 

Total (1 133) 2 199 (4 328) 

Included in discontinued telephone operations: 
Current federal tax expense 1 057 809 947 
Current state tax expense 240 259 144 
Deferred federal tax expense 119 (78) (18) 
Deferred state tax expense 74 (21) 
Investment tax credit adjustments-net (63) (100) (132) 

Total 1 427 869 941 

Total income tax expense $114 713 $115708 $116409 

Deferred income tax expense is comprised of the following: 
Excess of tax over book depreciation-net $ 21 344 $ 30 340 $ 27 984 
Customer rate refunds (32 494) 
Unbilled revenue (8 645) (8 746) (9 935) 
Tax-benefit transfer leases (9 256) (8 574) (4 807) 
Overhead costs (2 218) (6 486) (7 214) 
Materials and supplies inventories (2 009) 8 257 
NORENCO write-downs 5222 (5531) 
NORENCO litigation settlement 546 (6 824) 
Other 1677 (13 117) 2201 

Total $(31 601) $ 7442 $ (4126)
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5. COMMON STOCK AND STOCK OPTIONS 
The Company's Articles of Incorporation and First Mortgage 

Indenture provide for certain restrictions on the payment of cash 

dividends on common stock. At December 31, 1990, the payment 

of cash dividends on common stock was not restricted.  

The Company has an Executive Long-Term Incentive Award 

Stock Plan that permits the granting of nonqualified stock options.  

During 1990 the Company granted stock options for the purchase 

of 173,343 shares of common stock to officers and other em

ployees. At December 31, 1990, 12,318 options have been forfeited 

in accordance with the plan guidelines. The options were granted at 

a price of $36.44 and are exercisable for a period of 120 months 

from date of grant. Individuals must continue to be employed for a 

period of one year from the date of grant before any options can be 

exercised. Prior to 1990 no stock options had been granted under 

the plan.  

6. CUMULATIVE PREFERRED STOCK 
The Company has two series of adjustable rate preferred 

stock. The dividend rates are calculated quarterly and are based 

upon prevailing rates of certain taxable government debt securities 

indices. At December 31, 1990, the annual dividend rates were 

$6.24 for Series A and $6.40 for Series B.  

At December 31, 1990, the various preferred stock series 

were callable at prices per share ranging from $102.00 to $106.80, 
plus accrued dividends.  

7. LONG-TERM DEBT 
The annual sinking-fund requirements of the Company's 

and the Wisconsin Company's First Mortgage Indentures are the 

amounts necessary to redeem 1% of the highest principal amount 

of each series of first mortgage bonds at any time outstanding, 
excluding those series issued for pollution control and resource 

recovery financings. The Company may, and has, applied property 

additions in lieu of cash, as permitted by its First Mortgage 

Indenture.  

Except for minor exclusions, all real and personal property is 

subject to the liens of the first mortgage indentures.  

The variable rate First Mortgage Bonds Series due Oct. 1, 
2014 and March 1, 2011, are redeemable at the option of the holder 

of the bonds upon seven days' notice. Their tax-exempt interest

rates are subject to change, weekly or monthly, and are based on 

prevailing rates for similar issues. The weighted average interest 

rates applicable to these issues during 1990 were 6.1% and 5.9%, 

respectively. These variable rate bonds are supported by 

$42,000,000 of long-term credit facilities that expire in 1996.  

Maturities and sinking-fund requirements on long-term 

debt are as follows: 1991, $29,462,000; 1992, $19,538,000; 1993, 
$19,155,000; 1994, $14,905,000 and 1995, $35,260,000.  

8. SHORT-TERM BORROWINGS 
Exclusive of the long-term credit facilities listed in Note 7, 

the Companies have $165 million of commercial bank credit lines 

under commitment fee arrangements. These additional credit lines 

make short-term financing available in the form of bank loans and 

support for commercial paper sales.  

9. BENEFIT PLANS AND OTHER POST-RETIREMENT BENEFITS 
The Company has a non-contributory, defined benefit pen

sion plan that covers substantially all employees. Benefits are based 

on years of service, the employee's highest average pay for 48 

consecutive months and Social Security wage base. Pension costs 

are determined and funded under the aggregate-cost method, using 

market value of assets of the trust fund. Annual pension contribu

tions were $20,224,000 for 1990, $22,154,000 for 1989 and 

$22,584,000 for 1988.  

For financial reporting and regulatory purposes, the Com

pany's pension expense is determined, funded and recorded under 

the aggregate-cost method. Statement of Financial Accounting 

Standards No. 87 (SFAS 87) - Employers' Accounting for Pensions 

provides that any difference between the pension expense recorded 

for rate making purposes and the amounts determined under SFAS 

87 should be recorded as assets or liabilities on the balance sheet.

9D
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Net periodic pension costs include the following components: 

(Thousands of dollars) 1990 1989 1988 

Service cost-benefits earned during the period $20 551 $ 18 588 $ 17 561 
Interest cost on projected benefit obligation 62 615 58 791 55 525 
Actual return on assets 6 880 (186 345) (81 872) 
Net amortization and deferral (73 538) 130 344 31 125 

Net periodic pension cost determined under SFAS 87 .16 508 21 378 22 339 
Cost of early retirement program 20 208 
Expenses recognized (deferred) due to actions of regulators 2 438 8 035 (10 396) 
Pension expense recorded during the period 18 946 29 413 32 151 
Portion of expense recognized for early retirement program (165) (8 702) (11 010) 

Net periodic pension cost recognized for rate making $18 781 $ 20 711 $ 21 141

The funded status of the plan is as follows: 
Actuarial present value of benefit obligation: 

Vested 
Nonvested

$(590 149) 
(41 971)

$(535 094) 
(64 890)

Accumulated benefit obligation $(632 120) $(599 984) 

Projected benefit obligation $(811 601) $(770 967) 
Plan assets at fair value 866 628 908 757 

Plan assets in excess of projected benefit obligation 55 027 137 790 
Unrecognized prior service cost 11 918 
Unrecognized net (gain) (82 074) (156 559) 
Unrecognized net transitional (asset) (995) (1 071) 

Net pension liability recorded $(16 124) $(19 840)

The weighted average discount rate and rate of increase in 

future compensation levels used in determining the actuarial pre

sent value of the projected obligation were 8% and 6%, respec

tively. The assumed long-term rate of return on assets used for cost 

determinations under SFAS 87 was 8.5%. Plan assets consist 

principally of common stock of public companies and U.S. Govern

ment Securities.  

The Company offered a one-time, early retirement program 

for employees who had reached age 55 and completed 10 years of 
service as of January 31, 1988. The $20,208,000 cost associated 

with this program is being amortized over the expected rate recov

ery period of approximately two years.  

In addition to providing pension benefits, health care and 

death benefits are provided for retired employees. Substantially all 

employees become eligible for these benefits upon reaching retire

ment age. The costs of these benefits are currently recognized as an 

expense when paid. For 1990, 1989 and 1988, costs attributable to 

retired employees were $6,937,000, $7,168,000 and $6,987,000 

for medical benefits and $251,500, $252,500 and $263,500 for 

death benefits, respectively.  

Statement of Financial Accounting Standards No. 106 (SFAS 

106) - Employers' Accounting for Postretirement Benefits Other 

Than Pensions was issued in December 1990. Effective in 1993, 
SFAS 106 requires the accrual method of accounting for actuarially 

determined future costs of providing post-employment benefits.  

The obligation for accumulated prior benefits earned and not

recorded can be recognized in 1993 or amortized over future 

periods. The Company is currently evaluating the implementation 

of this new accounting principle. The Company expects that adop

tion of SFAS 106 will not have a material impact on the results of 

operations of the Company due to the effects of regulation.  

The Company also has an ESOP plan that covers substan

tially all employees. Company contributions to this plan are 

required to the extent the Company realizes a tax savings on its 

income statement from dividends paid to ESOP stockholders.  
Contributions to the ESOP in 1990, 1989 and 1988 were 
$5,854,000, $5,563,000 and $6,841,000, respectively.  

10. JOINT PLANT OWNERSHIP 
The Company is a participant in a jointly owned 855

megawatt coal-fired electric generating unit called Sherburne 

County Generating Station Unit No. 3 (Sherco 3), which began 

commercial operation November 1, 1987. Undivided interests in 

Sherco 3 are owned by the Company (59%) and Southern Minne

sota Municipal Power Agency (Southern Minnesota) (41%). The 

Company is the operating agent under an agreement with Southern 

Minnesota. The Company's share of related expenses for Sherco 3 

since commercial operations began are included in Operating 

Expenses. The Company's share of the cost recorded in Plant in 

Service at December 31, 1990 and 1989 were $579,254,000 and 

$576,307,000, respectively. The corresponding accumulated pro

visions for depreciation were $58,169,000 and $39,820,000.
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11. COMMITMENTS AND CONTINGENT LIABILITIES 
The Company presently estimates construction expen

ditures, including acquisitions of nuclear fuel, will be $380 million 

in 1991 and $2.3 billion for 1991-95. There also are contracts for 

the disposal of spent nuclear fuel and for the purchase and delivery 

of coal and natural gas.  

Rentals under operating leases were approximately $15.1, 
$13.4 and $11.7 million for 1990, 1989 and 1988.  

FUEL CONTRACTS The Company has long-term contracts pro

viding for the purchase and delivery of a significant portion of its 

current coal, natural gas, and nuclear fuel requirements. These 

contracts, which expire in various years between 1991 and 2005, 
require minimum contractual purchases and deliveries of fuel, and 

additional payments for the rights to purchase coal in the future. In 

the aggregate, the Company is committed to the purchase and 

receipt of approximately $879 million in fuel, or make payments in 

lieu thereof, under these contracts. Since the Company has other 

sources of fuel available, and since suppliers are expected to 

continue to provide reliable fuel supplies, risk of loss from non

performance under these contracts is not considered significant. In 

addition, the risk of loss (in the form of increased costs) from 

market price changes in fuel is mitigated through the cost-of-energy 

adjustment provisions of the rate-making process, which assures 

recovery of nearly all fuel costs.  

POWER AGREEMENTS The Company has executed several agree

ments with the Manitoba Hydro-Electric Board (MH) for hydro 

electricity. Under these agreements, MH will provide (i) 300 MW 

of summer season capacity in exchange for the Company providing 

a like amount of capacity during winter seasons through 1992; and 

(ii) 200 MW of summer season capacity, through 1992 with an 

annual cost of $2.4 million. These two commitments account for 

approximately 7% of the Company's system capability. Other 

agreements also provide (iii) 500 MW of capacity and 3,285,000 

megawatt-hours of energy annually, beginning in 1993 and ending 

in 2004, with the annual cost based on 80% of the costs of owning 

and operating Sherco 3; (iv) 200 MW of capacity, beginning in 

1993 and ending in 1996, with an annual price of $2.4 million, 
escalated to reflect increased costs of new plant construction; and 

(v) 200 MW of summer season capacity, in exchange for the 

Company providing a like amount of capacity during winter 

seasons, beginning in 1997 and ending in 2016.  

The Company and United Power Association (UPA), have 

entered into agreements for seasonal diversity exchanges with MH.  

The Company will receive 200 MW in 1991 summer, 400 MW in 

1992, 1993 and 1994 summers, and 150 MW in 1995-2014 sum

mers. The Company will return 150 MW to MH in 1995-2014 

winters, 400 MW in 2015, 2016 and 2017 winters, and 200 MW in

2018 winter. UPA's part of the arrangement calls for UPA to deliver 

150 MW to MH in the winters of 1995-2014 while receiving 150 

MW in the summers. The agreements also call for the addition of 

facilities that will allow the Company's existing 500-KV line from 

Winnipeg to the Twin Cities to handle the additional levels of 

transactions. The Company and MH will continue working on 

necessary approvals in 1991 with construction expected to begin 

later this year.  

The Company has an agreement for the purchase of summer 

season capacity based on operational costs of Coyote Generating 

Station Unit 1 which is owned and operated by the Minnkota Power 

Cooperative. From 1992 through 2001,150 MW of capacity will be 

purchased at an annual cost of $12.4 million. From 2002 through 

2015, 100 MW of capacity will be purchased at an annual cost of 

$10 million.  

NUCLEAR INSURANCE The Company's public liability for claims 

resulting from any nuclear incident is limited to $7.8 billion under 

the Price-Anderson amendment to the Atomic Energy Act of 1954.  

The Company has secured $200 million of coverage for its public 

liability exposure with a pool of insurance companies. The remain

ing $7.6 billion of exposure is funded by the Secondary Financial 

Protection Fund, a fund available from assessments by the Federal 

government in the event of nuclear incidents. The Company is 

subject to an assessment of $66 million for each of its three licensed 

reactors to be applied for public liability arising from a nuclear 

incident at any licensed nuclear facility in the United States with a 

maximum funding requirement of $10 million per reactor during 

any one year.  

In addition, the Company purchases insurance for property 

damage and decontamination clean-up costs with coverage limits 

of $2.2 billion, the maximum available. This insurance is arranged 

in two layers. The first layer, $1.1 billion, is placed with American 

Nuclear Insurers and Mutual Atomic Energy Liability Under

writers. The second layer, $1.1 billion, is insured by Nuclear Electric 

Insurance Limited (NEIL). Under the insuring agreement with 

NEIL, the Company is subject to assessments of up to $11.6 million 

in each calendar year, 7.5 times the amount of its annual premium.  

NEIL also provides insurance coverage for increased costs of 

generation and purchased power resulting from an accidental 

outage of a nuclear generating unit. Under the policy, the Company 

is subject to assessments up to $5.1 million in each calendar year, 
5 times the amount of its annual premium.
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12. SEGMENT INFORMATION Year Ended December 31 

(Thousands of dollars) 1990 1989 1988 

OPERATING REVENUES 
Electric $1 749 091 $1 654 463 $1 681 925 
Gas 315457 324717 314755 

Total operating revenues $2 064 548 $1 979 180 $1 996 680 

OPERATING INCOME BEFORE INCOME TAXES 
Electric $ 376816 $ 380472 $ 385314 
Gas 26400 31079 32502 

Total operating income before income taxes $ 403 216 $ 416 543 $ 421 481 

DEPRECIATION AND AMORTIZATION 
Electric $ 199 852 $ 193 396 $ 192 520 
Gas 14 749 13 871 13 086 

Total depreciation and amortization $ 214 601 $ 202 268 $ 201 930 

CONSTRUCTION EXPENDITURES 
Electric $ 259485 $ 267474 $ 252619 
Gas 28 086 36 957 25 703 
Other 35 298 8 957 22 381 

Total construction expenditures $ 322 869 $ 313 388 $ 300 703 

NET UTILITY PLANT 
Electric $3 684 214 $3 696 900 $3 672 785 
Gas 270351 249250 231206 

Total net utility plant 3 954 565 3 946 150 3 903 991 
OTHER CORPORATE ASSETS 807 734 712 192 652 047 

Total assets $4 762 299 $4 658 342 $4 556 038 

13. SUMMARIZED QUARTERLY FINANCIAL DATA (UNAUDITED) Quarter Ended 

(Thousands of dollars) March 31, 1990 June 30, 1990 Sept. 30, 1990 Dec. 31, 1990

Operating revenues 
Operating income 
Income from continuing operations 
Net income 
Earnings available for common stock 
Earnings per common share: 

Continuing operations 
Net income 

Dividends declared per common share 
Stock prices-high 

-low

$565 466 
78 356 
55 812 
56 474 
52 037

$.82 
$.83 

$.555 
$402 
$35 /

$472 818 
59 463 
35 819 
36 578 
32 008

$.50 
$.51 

$0.58 
$371/ 

$33

$528 216 
90 129 
69 074 
69 586 
65 044

$498 048 
60 849 
32 266 
32 849 
28 214

$1.03 
$1.04 
$0.58 
$361/ 
$283/

$.44* 
$.45* 

$0.58 
$352 
$30%

The amounts for the first, second and third quarters of 1990 have been restated to reflect each quarter's proportionate reduction of the Minnesota 
retail electric revenues by $15.6 million, $19.2 million and $24.1 million, respectively. The restatement reduced earnings per share by $15, $.19 and 
$.24, respectively.  

Quarter Ended

(Thousands of dollars) 

Operating revenues 
Operating income 
Income from continuing operations 
Net income 
Earnings available for common stock 
Earnings per common share: 

Continuing operations 
Net income 

Dividends declared per common share 
Stock prices-high 

-low

March 31, 1989 June 30, 1989 Sept. 30, 1989 Dec. 31, 1989

$558 003 
91 081 
70 409 
71 022 
65 467

$1.04 
$1.05 

$.53 
$331/8 
$30'/4

$443 945 
59 539 
36 309 
36 913 
32 118 

$.50 
$.51 

$.555 
$372 
$30%/

$480 479 
94 424 
72 811 
73 325 
68 821 

$1.09 
$1.10 
$.555 
$38%/ 
$353/

$496 753 
58 859 
39 636 
40 697 
36 213 

$.57 
$.58 

$.555 
$40 

$33%

*Net of $.07 in regulatory reserves established for potential customer refunds associated with regulatory compliance matters.
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REPORTS OF MANAGEMENT AND INDEPENDENT AU DITORS
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REPORT OF MANAGEMENT TO SHAREHOLDERS 
Management is responsible for the preparation and in

tegrity of the financial statements and representations in this 
annual report. We believe the financial statements were 
prepared in accordance with generally accepted accounting 
principles. Where necessary, management made informed 
judgments and estimates of the expected results of events 
and transactions. The financial information throughout this 
report is consistent with the audited financial statements.  

Management depends on the Company's internal ac
counting control system for accurate financial reporting.  
This system reasonably assures us that we protected all 
assets and executed and reported transactions in accordance 
with our authorizations. We believe the Company's account
ing policies and controls prevent material errors and irregu
larities, and they allow employees in the normal course of 
their duties to detect inaccuracies within a timely period.  

Directors who are not officers or employees make up the 
Finance-Audit Committee of the Board of Directors. The 
Committee meets regularly with management, internal au
ditors and independent certified public accountants to ex
amine and evaluate the Company's internal accounting 
controls and financial reports. Internal and independent 
auditors have free access to the Committee, without man
agement's presence, to discuss the results of their audits.  

NORTHERN STATES POWER COMPANY 

Minneapolis, Minnesota 
February 11, 1991

INDEPENDENT AUDITORS' REPORT 
To the Shareholders of Northern States Power Company: 

We have audited the consolidated balance sheets and 
statements of capitalization of Northern States Power Com
pany (Minnesota) and its subsidiaries as of December 31, 
1990 and 1989, and the related consolidated statements of 
income, retained earnings, and cash flows for each of the 
three years in the period ended December 31, 1990. These 
financial statements are the responsibility of the Companies' 
management. Our responsibility is to express an opinion on 
these financial statements based on our audits.  

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform the audit to obtain reasonable assur
ance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates 
made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion.  

In our opinion, such consolidated financial statements 
present fairly, in all material respects, the financial position 
of the Companies at December 31, 1990 and 1989, and the 
results of their operations and their cash flows for each of 
the three years in the period ended December 31, 1990, in 
conformity with generally accepted accounting principles.  

DELOITTE & TOUCHE 

Minneapolis, Minnesota 
February 11, 1991
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1990 1989 1988 1987 1986 1980 

ELECTRIC 
REVENUES (thousands) 

Residential 
With space heating $ 62 823 $ 65 338 $ 64504 $ 56 115 $ 58 839 $ 28 017 
Withoutspace heating 522580 507359 527819 466313 445304 290225 

Small commercial and industrial 299 392 286 996 285 094 256 905 246 693 149 878 
Large commercial and industrial 671 621 634 239 634 125 579 015 548 986 330 276 
Street lighting and other 29 549 30 913 34 947 32 227 31 203 22 216 

Total retail 1 585 965 1 524 845 1 546 489 1 390 575 1 331 025 820 612 
Sales for resale 137965 116050 115319 86002 77606 87220 
Miscellaneous 25 161 13 568 20 117 20 868 19 103 6 872 

Total $1 749091 $1654463 $1 681925 $1497445 $1 427734 $914704 

SALES (millions of kilowatt-hours) 
Residential 

With space heating 1 068 1 151 1 126 994 1 063 763 
Without space heating 7 805 7 733 7975 7389 7 095 6 283 

Small commercial and industrial 5 180 5 046 4 982 4 675 4 487 3 380 
Large commercial and industrial 15 867 15 301 14 982 14 191 13 327 10 033 
Street lighting and other 385 441 522 502 489 549 

Total retail 30 305 29 672 29 587 27 751 26 461 21 008 
Sales for resale 6 281 5 075 5 209 3 890 3 166 4 346 

Total 36 586 34 747 34 796 31 641 29 627 25 354 

CUSTOMER ACCOUNTS (Dec. 31) 
Residential 

With space heating 74 623 74 070 72 836 71 118 69 376 44 711 
Without space heating 1 091 291 1 077097 1 061 691 1 044992 1 022 872 921 545 

Small commercial and industrial 138 066 136 435 134 007 131 797 127 780 105 888 
Large commercial and industrial 7 442 7 020 6 808 6 565 6 364 5 335 
Street lighting and other 7 435 5 419 5 345 5 300 5 291 6 792 

Total retail 1 318 857 1 300 041 1 280 687 1 259 772 1 231 683 1 084 271 
Sales for resale 78 78 76 74 77 77 

Total 1318935 1300119 1 280763 1259846 1231 760 1084348 

RESIDENTIAL WITH SPACE HEATING 
Annual kwh percustomer 14423 15737 15 668 14177 15 581 18 016 
Annual revenue per customer $848.42 $893.30 $897.58 $800.33 $862.29 $661.77 
Average revenue per kwh 5.880 5.68V 5.734 5.65V 5.53v 3.67 

RESIDENTIAL WITHOUT SPACE HEATING 
Annual kwh per customer 7 206 7 236 7 577 7 157 6 998 6 862 
Annual revenue per customer $482.46 $474.72 $501.48 $451.67 $439.22 $316.94 
Average revenue per kwh 6.700 6.560 6.62V 6.314 6.28o 4.620 

KILOWATT-HOUR OUTPUT (millions) 
Thermal 31429 30966 30739 27518 22243 23706 
Hydro 875 665 565 665 1 112 827 

Purchased and interchange 6 437 5 362 5 688 5 363 8 188 2 561 

Total 38 741 36 993 36 992 33 546 31 543 27094
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Northern States Power Company, Minnesota and Subsidiaries

1990 1989 1988 1987 1986 1980 

ELECTRIC - CONTINUED 
CAPABILITY AT TIME OF MAXIMUM 
DEMAND (megawatts) 

Company owned 6793 6848 6753 6268 6121 6110 
Purchases and sales-net (with reserve) 1 022 1 071 1 222 1 172 807 504 

Total 7815 7919 7975 7440 6928 6614 

MAXIMUM DEMAND (megawatts) 6 733 6 534 6 923 6 377 6 012 4 873 
DATE OF MAXIMUM DEMAND July 3 Aug. 3 Aug. 16 July 31 July 18 July 14 

GAS 
REVENUES (thousands) 

Residential 
With space heating $164 039 $170 704 $163 489 $135 379 $173 921 $108 939 
Without space heating 2 711 2 842 2 959 2 722 3 383 2 921 

Commercial and industrial 
Firm 97015 99434 96567 78452 103275 62093 
Interruptible 43 779 45 731 44 529 42 258 60 990 57 064 

Miscellaneous* 7 913 6 006 7 211 4 185 2 300 2 792 

Total $315 457 $324 717 $314 755 $262 996 $343 869 $233 809 

SALES (thousands of mcf) 
Residential 

With space heating 33 445 36 007 33 740 27 818 31 518 30 558 
Without space heating 370 395 404 372 431 716 

Commercial and industrial 
Firm 22 793 24 075 22 681 18 809 21 199 18 160 
Interruptible 16 730 16 711 16 211 16 626 17 891 21 638 

Miscellaneous 555 449 856 606 195 51 

Total 73893 77637 73 892 64231 71234 71123 

AGENCY & TRANSPORTATION DELIVERIES 
(thousands of mcf) 6 298 5 639 6 542 6 151 1 081 0 

CUSTOMER ACCOUNTS (at Dec. 31) 
Residential 

With space heating 303 402 290 951 280 205 271 111 262 223 216 602 
Without space heating 21 004 21 819 22 435 23 140 23 737 30 246 

Commercial and industrial 33 749 32 463 31 222 30 194 29 230 23 381 

Total 358 155 345 233 333 862 324 445 315 190 270 229 

RESIDENTIAL WITH SPACE HEATING 
Annual mcf per customer 113 127 123 105 122 145 
Annual revenue per customer $554.02 $600.37 $594.96 $509.06 $675.37 $515.40 
Average revenue per mcf $4.90 $4.74 $4.85 $4.87 $5.52 $3.57 

GAS PURCHASED FOR RESALE 
Total cost (thousands) $208 962 $216 922 $210 214 $165 584 $236 013 $172 893 
Cost per mcf sold* * $2.83 $2.79 $2.84 $2.58 $3.31 $2.43

MAXIMUM SENDOUT (mc) 
DATE OF MAXIMUM SENDOUT

604 300 
Dec. 21

510 824 
Feb. 2

568 354 
Jan. 4

537 304 
Jan. 22

547 701 418 831 
Jan. 6 Dec. 24

*Includes revenues for transportation services 
**mcf sold excludes transportation service volumes

I C?



SHAREHOLDER INFORMATION

Northern States Power Company, Minnesota and Subsidiaries

1990 1989 1988 1987 1986 1980

Common stock shareholders at year-end 
Book value 
Market prices 

High 
Low 
Year-end closing 

Dividends declared 
Earnings per share 

Adjusted for June 1986 two-for-one stock split

73,867 
$24.42 

402 
28%/8 

34 
2.295 
2.83

75,396 
$23.76 

40 
30%/ 
39%/ 
2.195 
3.24

78,001 
$22.81 

34 / 
29%/ 
32 / 
2.095 
3.11

79,503 
$21.88 

39%/ 
26 / 
29%/ 
1.99 
3.01

79,921 
$20.80 

40%/ 
25 
34V2 

1.865 
3.09

98,821 
$14.06 

12 
9 

10 
1.1925 
1.62

HEADQUARTERS 
414 Nicollet Mall 
Minneapolis, MN 55401 
(612) 330-5500 

STOCK INFORMATION 
For stock information, call the Share
holders Department toll-free, Monday 
through Friday, 8 a.m. to 5 p.m., (800) 
527-4677. From Minneapolis-St. Paul 
area, call 330-5560.  

DIRECT DIVIDEND DEPOSIT 
NSP offers direct deposit of dividends 
to shareholders' checking or savings ac
counts. To sign up for this free service, 
contact the Shareholders Department 
for information and authorization 
forms.  

STOCK PURCHASE PLAN AND 
DIVIDEND REINVESTMENT 
Individual shareholders may reinvest 
common and preferred dividends or 
make cash payments to purchase shares 
of NSP common stock through NSP 
without paying a brokerage fee. Con
tact the Shareholders Department for 
information and authorization forms.  

STOCK EXCHANGE LISTINGS AND 
TICKER SYMBOL 
Common stock is traded on New, York, 
Midwest and Pacific exchanges. NYSE 
lists some preferred stock. Ticker 
symbol: NSP. Newspaper market sum
maries list NSP as NoStPw.

ANNUAL MEETING 
Wednesday, April 24, 1991, 10 a.m., at 
the World Theater in St. Paul.  

DIVIDEND PAYMENT DATES 
Dividends on common stock were paid 
the 20th of January, April, July and 
October and preferred stock dividends 
on the 15th of the same months.  

FORM 10-K 
For copies of the Form 10-K, the annual 
report to the Securities and Exchange 
Commission, contact the General 
Accounting and Financial Reports 
Department at NSP headquarters. A 
statistical supplement to the annual 
report is also available.  

STREET-NAME SHAREHOLDERS AND 
BENEFICIAL OWNERS 
If you do not already receive NSP's 
quarterly reports to shareholders and 
would like to, contact the General 
Accounting and Financial Reports 
Department at NSP headquarters.  

FISCAL AGENTS: 

NORTHERN STATES POWER COMPANY 
(MINNESOTA) 
Transfer Agent, Common and 
Preferred Stocks 

Northern States Power Company 

Registrar, Common and 
Preferred Stocks 

Norwest Bank Minnesota, N.A.  
Sixth and Marquette 
Minneapolis, MN 55479

Dividend Distribution 
Northern States Power Company 

Forwarding Agent 
Norwest Trust Company, New York 
3 New York Plaza, 15th Floor 
New York, NY 10004 

Trustee - Bonds 

Harris Trust and Savings Bank 
111 W Monroe St.  
Chicago, IL 60690 

Coupon-Paying Agents - Bonds 

Harris Trust and Savings Bank, 
Chicago 

Bank of New York 
101 Barclay St.  
New York, NY 10007 

NORTHERN STATES POWER COMPANY 
(WISCONSIN) 
Trustee - Bonds 

First Wisconsin Trust Company 
777 E. Wisconsin Ave.  
Milwaukee, WI 53202 

Coupon-Paying Agents - Bonds 

First Wisconsin Trust Company 
Milwaukee 

Harris Trust and Savings Bank, 
Chicago 

Bank of New York, New York
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51A9liprecipitation with a pH o 
kcss than 3.0 The term "pH" is a 
neasure of acidity and alkalinity on 
aii scale of 0 to 14. A hquid that is 
neithe - d nor base has a pH of 7.  
NLI a tamfali usLially has a pH of 

-about 5, makmng it acidic.  

(u federal legisla
op plotectng air quaity. The .990 

'endmenus to thh Clean Air Act 
Lquire electric companies to reduce 

s~4fur dioxide and oxides of nitro
~gi emissions significantly by the 

.i'year 2000.  

d* m imm to retir a power gener
ating plant from active use. For a 
nuclear plant, the process includes 

components.  

cba 0 uajx M8 the, 
process of modifying electricity use 
patterns to meet customer energy 

eeds effectwrely. Examples of DSM 
- include conservation, load manage
ment and incentive rote programs.  

(V q~l a temporary method of 
storing spent (used) nuclear fuel in 
which th used fuel assemblies are 
placed In steel or concrete casks and 
pliced on pads; oc the assenblies 
can be stored inma free-standing con
cr-e buildiig. Fuel wquld be stored 
in the casks unt the federal govern 
mhenr establishes a permanent stor
age faclity.  

uCharges in 
electrical wires produce electric and 
mAgneric fields that surround the 
wires. Electric fields result from the 

Financial Review pages of this year's 
annual report are printed on recycled 
paper.

strength of the charge and magnetic 
fields result from the motion of the 
charge. The fields also exist in house
hold appliances and occur in nature.  
NSP supports research to determine 
if the fields are dangerous to people 
or the environment. Study results are 
inconcusive aid researcb continues.  

Usitl ROW a ia &tamn 
a federal regulatory agency 

within dhe. Department of Energy, 
which regulates prices and condi
tions of interstate transmission and 
sales of electricity and natural gas.  

djliMidbngM a theory suggest
ing that average global temperatures 
will increase due to heat trapped in 
the atmosphere by greenhouse gases.  

gganifs a methane, carbon 
dioxide, water vapor, nitrous oxide, 
chlorofluorocarbons (CFCs) and 
other gases that may trap heat in the 
atmosphere.  

Thnitit lower rates offerdd to 
electric customers who shift their 
electrical use from times of high 
demand to times of lower demand.  

ft da is ptaw PlRO a non
regulated power producer froth 
which utilities purchase power.  

established in 1979, the institute sets 
industry-wide standards for excel
lence in'nuclear operations.  

mmy l) a measure of electri'c power 
equal to one million watts. One 
megawatt is enough electricity to 
serve about 1,000 homes.

6M thousand cubic feet, a standard 
measure of natural gas.  

WIia I htl mm m the 
federal agency responsible for licens
ing and monitoring operations of 
nuclear power plants.  

p±B the highest customer demand 
for electricity or natural gas during a 
specified period of time.  

Gell njeogines Michigan Public 
Service Commission, Minnesota 
Public Utilities Commission, North 
Dakota Public Service Commission, 
South Dakota Public Utilities Com
mission, Wisconsin Public Service 
Commission. State government 
bodies that regulate electric and nat
ural gas rates.  

m esolid municipal 
waste (household trash) processed 
to burn in specially equipped power 
plants to generate electricity.  

e i gigg Lrt nuclear fuel that has 
been used to the extent it can no 
longer effectively sustain a chain 
reaction.  

SE ils the process of transport
ing bulk electric energy from a 
supply source to other principal 
parts of the system or to other utility 
systems.  

Mains a mineral tlt, when en
riGhed, fuehsnuclear power plants.


