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Annual Meeting of Shareholders 
The annual meeting of shareholders 
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To Our 
Shareholders

Again, as in 1977, this is not an easy letter to write. While NSP's fina6cial performance 
has improved, recent developments regarding the proposed Tyrone Energy Park 
nuclear plant pose new uncertainties for the company 

On March 6, 1979, the Public Service Commission of Wisconsin issued an 
order denying an application for a certificate of authority for the Tyrone facility.  
The 1100-megawatt unit, which made its regulatory debut in 1973 and 
received a Nuclear Regulatory Commission construction permit in 1977, 
is planned to serve the growing electric demand of NSP and other power suppliers 
in Wisconsin and Minnesota.  

This certificate denial introduces the prospect of increased difficulty 
in supplying needed electricity to customers beyond 1986. The potential financial 
implications are discussed in Notes 7 and 12 of the financial statements. We will advise 
shareholders on this matter as more information becomes available.  

I am pleased to report that in 1978 we reversed NSP's two-year trend of 
declining earnings. Earnings per share for 1978 were $3.39, up 53 cents from 
1977's $2.86 performance. A major portion of this gain was due to increased retail 
electric and gas sales. Our generating facilities' superior performance helped 
hold down operating costs and increased NSP's ability to sell power to other utilities in 
need during the United Mine Wrkers' (UMW) coal strike.  

Because of 1978's improved earnings and the reasonably favorable outlook for 
financial performance over the next few years, dividends were increased 
in June 1978 by 10 cents a share on an annual basis. This brought our quarterly dividend 
to 54 cents per share, or $2.16 annually Improving earnings per share is a major 
corporate objective. The attainment of this objective will permit us to continue 
to increase dividends to our common stock shareholders.  

Revenues in 1978 were bolstered by increased retail electric and gas sales.  
Electric retail sales were 4.8 percent greater than in 1977, while sales to gas heating 
customers increased by 5.5 percent. These increases were somewhat greater than 
expected because of abnormally cold winter weather and a warmer than normal 
summer Sales to large commercial and industrial electric customers were also greater 
than anticipated, reflecting strong industrial activity in NSPs service area.  

Power sales to other utilities also increased 1978 revenues. The UMW coal strike, 
severe weather, superior NSP plant operations and NSP's relatively less costly 
generating fuels combined to make the company's electricity economically competitive a 
and available. Revenue from these sales totaled $106 million, up $5 million from 1977 

Although I indicated confidence in our potential 1978 earnings in last year's 
report, they were better than expected because sales were greater than anticipated.  
We also held the line on controllable operating expenses and workforce expansion.  
It should be remembered that the 1978 improvement was over 1977's depressed earnings.

1st 2nd 3rd 4th 
$18 

---- $1 

Dividends Paid on 
Common Stock 
(by quarter)

I remain optimistic about our future performance. I noted last year that 
1978 could begin a period of sustained earnings growth at rates greater than 
in the preceding five years. The fact that we have no new generating plants going 

36 into service before 1984 is a major, positive factor 
36 Although financially improved, 1978 was difficult for NSP on several fronts.  

First, we substantially completed a major corporate reorganization. These efforts resulted 
$2.00 in various personnel changes, a reorganization of some operations and a streamlining 

*$2.11 of most corporate functions. We intend to conclude the reorganization in 1979.  
I am grateful to all NSP employees for their patience and understanding during this 
period of internal change.  

The efforts of NSP's employees played a big part in the company's improved 
1978 performance. Regardless of the specific job at hand, NSP's employees carry out 
their work efficiently and capably It's a pleasure to work with this conscientious 
and talented group of people.

1st 2nd 3rd 4th 
$2.40 

$2.95 

$2.93 

$3.39 

Earnings Per Share 
(by quarter)
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For 1979, NSP intends to comply with the wage and price guidelines outlined 
in the Carter Administration's program. We have structured our 1979 wage packages 

-in line with the program and anticipate no difficulties in complying with 
the price requirements.  

During 1978, NSP continued to monitor electric demand growth closely 
-Projections of the electric demand growth rate on NSP's system were reduced 
substantially in February. We delayed construction schedules for the planned third and 
fourth units of the Sherburne County (Sherco) plant as well as the Tyrone 
Energy Park nuclear facility The Minnesota Energy Agency (MEA) subsequently 
withdrew its certificate-of-need for the fourth Sherco unit.  

In November NSP's forecasting methods were modified to express electric growth 
in a range rather than a single value. The range concept recognizes the possible impacts 
of changing conditions and better expresses the flexibility NSP needs in scheduling new 
plants. Because of lower economic growth projections and increased natural gas 
availability, the midpoint of this range forecast is somewhat lower than our earlier 
projection. We are now participating in MEA hearings to determine an in-service 
date for the third Sherco unit, which we have scheduled for 1984.  

We are also awaiting word from the Securities and Exchange Commission 
on whether full hearings will be required before the company and Lake Superior 
District Power Co. (LSDP) can conclude the proposed affiliation. However, we still look 
orward to having LSDP's shareholders and employees join us in 1979.  

One of 1978's high points for me has been our increased dialogue with 
consumers. We participated in two very productive conferences on nuclear power and 
consumer/utility issues, and I hope to continue these efforts in 1979. In addition, 
NSP established an advisory council and consumer advisory board representing 
consumers in the Minnesota and North Dakota service areas, respectively.  
I look forward to working with these dedicated community representatives in 1979.  

The initial responses from our questionnaire regarding a separate 
shareholders' organization indicate that the majority of you are opposed to the proposal.  
W will evaluate the results within the next few months and communicate them 
p you. Representing your interests is our prime objective. We will continue 
to be so guided and will strive to keep you better informed.  

In dosing, I would like to underline NSP's improved 1978 financial performance 
qnd the generally positive outlook for the service area's economy The traditionally 
low unemployment levels and the agricultural base of the region's economy 
help make this area recession-resistant. With no new generating plants going into service 
and with continued attention to securing adequate prices for our services, 
I expect our financial performance will improve again in 1979.  

I wish to recognize the guidance and assistance of William Baker, 
who is retiring after serving on our board of directors since 1970. He headed the board's 
employee relations committee. Bill's wisdom and direction have helped guide 
the company through some of its most difficult years.  

Many of NSP's past accomplishments reflect the leadership of Allen S. King, 
our former chairman and chief executive officer. His death is a great loss to all who 
knew and worked with him.  

I appreciate your support and confidence in our work this past year 
and will do my best to merit that trust in the years ahead. I welcome your comments.  

Sincerely, 

Don McCarthy

I March 7,1979

In Memory of 
Allen S. King 
1900-1979 

Allen S. Kingformer NSP 
board chairman and chief 
executive officer, died February 21, 
1979, at the age of 78, after 
a long illness.  

Mr King, who began his 
46-yearNSP careeras an engineer 
in Fargo, North Dakota, held 
senior management positions 
during the years in which the 
modernfoundationsforthis utility 
were laid He was elected 
president and director in 1954 
and chairman of the board 
in 1964. He retired from active 
management in 1965 but 
remained on the board until 
1968 when he was named 
chairman emeritus.  

In addition to managing 
NSP during a period of growth 
and reshaping, Mr King served 
a one-year term as president 
of the Edison Electric Institute.  
This is a position of distinction 
and honor within the electric 
utility industry 

Community leadership 
was also prominent in Mr King's 
ife. He served on several local, 
state and regional commissions 
and councils, supported War 
Bond campaigns and was active 
in the Boy Scouts of America 
and the United Way 

As a leade, associate 
and friend, we miss him deeply
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The Utility 
Industry 
Vrld, 1978 
The Horizon: 
Utility Prospects, 
1979-1983

Coal, the dominant fuel for electric 
generation in the NSP system, is stock
piled to assure adequate, continuous 
supply

Energy Demand, Energy Supplies and Electric Generation 
The challenges of 1978 presented America's investor-owned energy utilities with another 
year of change. Energy demand and customer usage, energy supplies, facility regulation 
and financial trends all provided their own difficulties during the year.  

The long-awaited National Energy Act (NEA) was finally passed by Congress in 
October 1978. Its full impact on the utility industry won't be known until rule-making 
hearings are completed. An important NEA provision mandates that utilities shift from oil 
and natural gas to coal for electric generation. Meanwhile, a federal review of national 
air quality regulations raises the prospect of more stringent regulations. Many observers 
feel current regulations are already so stringent that they may limit industrial develop
ment and virtually preclude the NEA-mandated conversion to coal. The outcome of this 
debate will have major impacts on America's utilities.  

Nationwide electric demand growth in 1978 was again less than predicted. The 
Edison Electric Institute (EEI), a national organization representing investor-owned 
utilities, pegged 1978's demand growth at 2.7 percent, significantly less than had been 
forecast for the year. While regional demand varied widely, the overall effect was 
an increase in reserve generating margins and a reduction in expected near-term 
generating capacity requirements.  

EEl now projects an electric demand annual growth rate of four percent in 1979, 
a much lower projection than the industry's average pre-oil embargo rate. The 
weakening economy, slower population growth, continued conservation, increased 
consumer sensitivity to rising electric prices and reduced shifting from natural gas to 
electricity are the major factors behind the lower projections.  

Demand for natural gas rose slightly in 1978. Conservation resulting from rising 
gas prices contributed to a continued reduction in per-customer usage.Together with 
conservation, deregulation resulted in an increase in gas supplies.  

These trends are likely to continue through the early 1980s. Tax incentives that 
encourage conservation and use of alternative energy, together with rising energy costs, 
will encourage further conservation, particularly among commercial and industrial 
customers. These efforts will maintain gas availability and reduce consumer substitution 
of electricity for gas.  

Coal deliveries in 1978 were severely disrupted during the 111-day United Mine 
Workers' (UMW) coal strike. Utilities using non-UMW coal were not affected, but some 
regional supplies were curbed by rail car shortages.The UMWsettlement boosted coal 
prices substantially, while smaller increases were felt by non-UMW coal consumers.  

Supplies of oil for electric generation were adequate in 1978, but total generation 
from this fuel again declined as utilities continued shifting to coal and nuclear 
generation. Prices for new domestic oil rose substantially during the year.  

Nuclear fuel was abundant, but increasing fuel enrichment costs made it more 
expensive in 1978. The most dramatic nuclear power developments were in the political 
arena, with large-scale anti-nuclear demonstrations in New Hampshire and passage of 
nuclear construction restrictions in Montana and Hawaii. The combined effects of 
inflation, public discontent and governmental inaction made 1978 another difficult year



for the industry. In 1978, three new nuclear units began service, increasing the 
-technology's share of national electric generation to 12.5 percent. There were two new 

--nuclear reactors ordered during the year in the United States.  

With the exception of the UMW strike period, electric utility operating 
-performance in 1978 was good. An estimated 538,000 megawatts were scheduled to be in 
service during the year. The industry's average reserve generating margin now stands 
at 30.4 percent, up significantly from the 1969 national average of 16.6 percent. Reserve 
capacity varies widely by region, however.  

The proportion of electricity supplied by hydroelectric power and alternative 
energy systems changed little in 1978. Significant research-particularly in solar energy 
applications-continued throughout the year, however Many of America's investor-owned 
utilities are studying residential and commercial solar heating and cooling systems.  

Through the next five years, alternative energy sources will probably play only a 
small role in the nation's energy supply According to some experts, residential and 
commercial solar energy systems could provide about five percent of America's energy 
by 2000. A financial analysis firm which surveys the utility industry frequently estimates 
that nearly 200 solar projects are underway with an expected research and development 
cost of about $40 million through 1981.  

However, coal and nuclear fuels will continue to provide the bulk of America's 
electricity through the period. In fact, the 1978 NEA and the scheduled 14.5 percent 
OPEC oil price increase will accelerate the shift to coal and nuclear dependence. The 
move will be costly for consumers. The OPEC increase 'Will boost electric prices 
substantially in the heavily oil-dependent Northeast and Southwest, newly installed 
facilities will reflect rising construction costs and more expensive pollution control 
equipment will be installed.  

Nuclear power will provide a larger share of electric supplies through 1983 and 
beyond, but its future role will be significantly weaker than its real potential. Industry 
observers expect a disappointing six to 10 nuclear unit orders in 1979. The long-term 
future of the industry is circumscribed by public uncertainty, increased difficulties in 
siting facilities, regulatory delays and the federal government's failure to establish 
the procedures for spent fuel disposal.  

Loss of the nuclear power option could seriously affect America's ability to 
generate sufficient electricity for future needs. Moreover, the resulting reliance on coal 
generation could affect the nation's air quality and increase coal mining, plant siting and 
rail traffic impacts.  

Facility Regulation 
Regulation of planned and operating generating facilities was costly in 1978. EEI 
estimates that electric utilities spent $2.9 billion on pollution control equipment during 
the year. Moreover, these costs are still rising as a proportion of total construction 
expenses.  

In most service areas, these environmental protection investments have resulted 
in a cleaner atmosphere. Securing the various construction and operating permits for 
new generating facilities has, however, extended the lead times for capacity additions.  
Energy planners now anticipate spending 10 and 12 years, respectively, to bring new coal 
and nuclear plants on line.  

Some industry observers feel the potential for wider and more costly environ
mental regulation may ease as a result of President Carter's pledge to discard new 
federal regulations that are not cost-effective or demonstrably beneficial. The inflationary 
impact of expanding regulation and the public's increased questioning of government 
involvement in the private sector are sure to be hotly debated in the years ahead.  

Utility Financial Performance 
While the utility industry boosted dividends in 1978 and rate increases totaled $2.4 
billion, most financial measures showed little or no improvement over 1977.  
a Capital structure held constant, with the proportion of common equity remaining 
about 37 percent. With average debt costs continuing to rise, the industry was fortunate 
to maintain interest coverages near 1977 levels. About a third of America's utilities have a 
double-A bond rating or better, down from about one-half in 1972.  

Utility earnings per share remained at about the same levels as last year, 
compared to a 1.6 percent growth rate between 1972 and 1977 This contrasts with an 11 
percent increase in 1978 revenue per Kwh. About half of that gain fesulted from rate

The nuclear fuel core at 
NSP's Monticello nuclear plant.
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increases, with the balance from passing on increased fuel costs through fuel adjustment 
clauses.  

Return on common equity, a key measure, dropped to about 11 percent in 1978.  
In contrast, American industry earned an average 14-percent return. Most utility stocks 
were selling below book value at year's end, despite an average dividend pay-out 
increase to about 75 percent of earnings.  

In 1979, a $25 billion construction program will cause industry financing to grow 
by 30 percent over 1978 (about $8.6 billion in debt, $2.0 billion in preferred stock and 
$4.5 billion in common stock). Because long-term interest rates are at or near 
double-digit levels and most utility stocks are selling below book value, the ability to sell 
securities at reasonable prices will largely depend on improved financial performance.  
That, in turn, depends on rate relief and effective management.  

The Revenue Act passed by Congress for 1979 reduced the utility and corporate 
federal income tax burden by two percent to 46 percent. Other provisions favorably 
affecting the utility industry were: setting the present investment tax credit permanently 
at 10 percent, maintenance of the tax exempt status of industrial development bonds 
used for financing pollution control facilities and establishing the non-taxable status of 
contributions in aid of construction. Tax deferral on dividends reinvested in newly issued 
stock was not approved. The industry will continue to pursue that feature.  

Although present and planned generating capacity is sufficient to supply 
foreseeable near-term power demands, the need to construct additional capacity for the 
late 1980s will intensify future financing requirements. Inflation, even if partially checked 
in 1979 and 1980, can be expected to increase construction costs and sustain relatively 
high interest rates for construction capital.  

The need for construction capital and increased financial flexibility points to 
major new securities sales in the 1980s. In addition, continued inflation and expanded 
building programs can be expected to put increased pressure on earnings, dividends 
and customer rates toward the mid-1980s.  

The financial performance of individual companies will depend on inflation, 
regional electric demand, local rate regulation, federal legislation and national economic 
policies.  

An efficient, planning-oriented management will be needed to achieve satisfactory 
financial performance. As this report outlines, we believe NSP's experience and outlook 
are more favorable than for the industry generally 

NSP's Wotrld: 1978 The World of Operations 
Energy Supplies, Prices and Electric Generation 
In 1978, the two fuels that form the backbone of NSP's generating system-western coal 

N SP's Prospects and uranium-remained relatively abundant and less costly than oil or natural gas.  
Because NSP already relies on coal and uranium, the company will not be affected by the and Objectives, NEA's generation conversion provisions.  

1979-1983 Coal supplies for NSP were adequate during the first half of 1978 and the UMW 
coal strike increased the demand for NSP's electricity early in the year. However, rail 
transportation difficulties in the third and fourth quarters reduced deliveries of 
additional coal and curbed NSP's ability to generate electricity for sales to other utilities.  
During this time, the company adopted a coal conservation strategy to extend its fuel 
stockpiles. Even so, coal remained the dominant 1978 fuel for generation. Coal prices 
rose slightly in 1978, up five cents to 76 cents per million BTUs. Coal generation 
provided 51 percent of NSP's electricity in 1978.

Coal ............. $ .76 $ .94 $1.24 

Nuclear.......... .31 .34 .62 

Oil............... 2.44 2.95 3.80 

ALL Fuels ..... .. 60 .67 .97 

1978 1979 (est) 1983 (est) 

Fuel Costs 
(dollars per million BTUs)

In June, NSP, along with 11 other utilities and three coal producers, filed suit 
against the state of Montana, protesting the state's 30 percent coal severance tax. As 
presently administered, the tax does not properly reflect the impact of coal mining 
activities in Montana. The final ruling will affect electric costs for millions of customers ip 
eight Midwest and Southwestern states.  

Future coal supplies are expected to be adequate through 1983 and beyond, 
although rail transportation shortfalls will limit NSP's coal deliveries during the first 
quarter of 1979. Coal prices will increase as a result of Burlington-Northern Railroad's 
1979 imposition of higher rail rates. NSP is challenging that increase before the Interstate 
Commerce Commission. The higher rail rates will boost NSP's 1979 coal costs by 
approximately $21 million. The increase will be reflected in customers' electric prices.
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Low-sulfur western coal is delivered 
regularly to NSP's two-unit Sherburne 
County (Sherco) generating plant 
near Becker, Minnesota. Sherco's 1978 
availability was superior to the national 
average for comparable plants.  

Many individual steps are required to 
refuel a nuclear reactor In 1978, refueling 
outages at NSP's Prairie Island nuclear 
plant were short compared to those 
of similar facilities. This improved the 
plant's availability to generate power 
during the year

Nuclear fuel supplies were adequate in 1978, with the price per million BTUs 
rising four cents, to 31 cents. Nuclear generation provided 43 percent of NSP's electricity 
during the year.  

NSP's nuclear fuel commitments will be sufficient for the foreseeable future, 
although prices will rise as the company negotiates new fuel contracts.  

NSP receives its natural gas from two suppliers, Northern Natural Gas Co.  
(Northern Natural) and Midwestern Gas Transmission Co. (Midwestern). Northern 
Natural provides gas to NSP for service to 85 percent of its customers. Firm service gas 
prices rose about 13.2 percent over 1977 as Northern Natural implemented two increases 
in 1978. In addition, NSP filed in September for a 5.7 percent gas rate increase for 
Minnesota customers served from Northern Natural pipelines. The proposed increase, 
totaling $74 million in annual revenues, took effect in late December and is still pending 
before the Minnesota Public Service Commission (MPSC).  

Nationally, gas availability for high-priority use increased in 1978, largely due to 
conservation and anticipated deregulation of new domestic gas prices. Continued gas 
price deregulation will likely expand Northern Natural's supplies but will also force 
prices up further.

1978 (actual) 

1979 (est) 

1983 (est) 

Energy Sources for 
Electric Generation 

Long-term commitment from 
Manitoba Hydro 
Other includes owned hydroelectric and oil
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continuous maintenance is an 
important part of the reliability of NSP's 
gas system.

The expansion of NSP's transmission 
system improves electric service reliability 
and allows the company to serve 
increased customer demand for power 

Additional customer conservation in 1978 allowed NSP to extend gas service 
to new North Dakota customers served by Midwestern's Canadian gas. Firm 
service prices for Midwestern's gas, which supplies 15 percent of NSPs customers, rose 
8.7 percent in 1978.  

Hydroelectric generation improved slightly in 1978 due to favorable rainfall. This 
source accounted for four percent of NSP's total 1978 generation.  

The proportion of NSP's electricity generated from hydroelectric sources will 
increase in the summer of 1980 as the company begins serving customers from the 
planned transmission interconnection with the Manitoba Hydro-Electric Board of 
Winnipeg, Canada. The interconnection will provide NSP with about two billion 
kilowatt-hours yearly through 1992. By 1983, this renewable resource will account for 
seven percent of NSP's sources of electric generation.  

Alternative energy systems remained uncompetitive in NSP's region, despite the 
fact that 1978 non-electric energy prices rose substantially NSP's research was not 
diminished, however. Excluding nuclear generation research, the company's 1978 
research program totaled $2.4 million. Among those efforts, the company: During the year NSP tested thefeasibility * built and began monitoring a new home equipped with an Annual Cycle Energy of burning small units of processed 

municipal garbage along with coal in is Storage (ACES) System. ACES is a refrigeration system that stores summer heat to 
Wilmarth plant in Mankato, Minnesota. warm the house in the winter and saves winter cold to air-condition the home in 

summer The home is located in Roseville, Minnesota.  
* sponsored the first phase of a University of Minnesota School of Public Health 

study on the potential of safely incinerating hazardous wastes in power plant 
boilers.  

* tested the potential of using processed municipal garbage as a generating fuel.  
A consultant for a local government unit and NSP are studying the possibility of, converting an older NSP generating plant to use this "new" fuel.  

* tested burning sawmill waste wood at its Red Wing generating plant. The plant 
now normally burns a 30-percent (by weight) wood-to-coal mixture.  

* sponsored a University of North Dakota program to develop effective ACES 
systems and solar-assisted heat pumps in northern climate residential use.
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* tested the feasibility of using municipal water treatment sludge as a substitute for 
limestone in the Sherburne County (Sherco) plant's pollution control 
equipment. If feasible, the switch could save money, make! better use of local 
resources and perhaps improve operating efficiency.  

Although new tax incentives are expected to encourage use of alternative energy 
sources in the next five years, NSP anticipates only a marginal customer shift to these 
applications through 1983. For itself, NSP will pursue any new concepts if they are 
demonstrated to be economically and technically feasible.  

The company was also active in conservation and load management efforts in 
1978. These activities included: 

* expansion of the 'ASK NSP" energy hotline service for consumers. The service 
provides information on conservation, appliance efficiency, energy technologies 
and other energy-related matters. ASK NSP received more than 4,000 calls in 
1978.  

* continuation of the company's Attic Reinsulation and Energy Efficient Home 
programs. Between 1974 and 1978, more than 200,000 homes in NSP's service 
area were reinsulated through the program, for which NSP contributed more 
than $3 million in financing. NSP has also continued to provide assistance on 
energy efficiency in new home construction. NSP-certified "energy efficient" 
homes require much less heating and cooling energy than new homes built to 
minimum standards. The company expects to advise many more builders in 
the years ahead.  

* sponsoring, along with Northern Natural and the Minnesota Department of 
Education, a series of seminars on "Practical Energy Management for 
Institutional and Commercial Buildings." 

* co-hosting the second annual "Energy 
Savers Show" with the Minnesota Gas 
Company and the Minnesota Energy 
Agency (MEA).  

* continuing NSP's load management study.  
A basic computer simulation 
demonstrating the potential impact of 
various peak demand reduction 
techniques will be completed in 1979. NIN

"Mr Peak," one of NP's television 
spokesmen, reminds customers that they 
may call the company's 'ASK NSP" 
telephone hotline for information on 
energy' conservation, energy technologies 
and appliance efficiency.

In 1978, NSP built a new single-family 
home in Roseville, Minnesota. The home 
features an Annual Cycle Energy Storage 
(ACES) System, which stores winter 
cold for summer air conditioning and 
summer heat for winter space heating.

Energy Demand: Electric 
NSP's customers set a new summer peak electric demand of 4,625 megawatts on 
September 7, 1978. This was only the second time in NSP's history that peak electric 
demand has occurred that late in the summer. The new peak represents a 2.7 
percent increase over 1977; adjusted for weather, the increase was four percent.  

Retail electric sales advanced by 4.8 percent in 1978 due to abnormal weather and 
strong industrial activity in the service area. The UMW coal strike', severe weather,
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Plant Availability* 1978 
*Plant availability is the number of hours in a year a 
plant is available for service divided by the total hours 
in the year.  

**Edison Electric institute 1977 data forcomparable plants.  
tNuclear Regulatory Commission, 1978 data.

superior NSP plant operations and NSP's relatively less costly generating fuels combined 
to make the company's electricity economically competitive and available. Sales to 
other utilities in 1978 declined by 12 percent from 1977, while revenues from those 
sales increased by 4.7 percent.  

Projections of the growth rate in electric demand on NSP's system were revised 
downward substantially in 1978. In February 1978, the company announced a 1,500
megawatt reduction in electric demand by 1987. The company subsequently delayed 
construction schedules for the planned third and fourth units of its Sherco plant as 
well as the Tyrone nuclear facility.  

During the year, NSP continued to monitor closely the energy situation and 
electric demand growth. Recognizing major energy uncertainties, NSPs 1978 forecasting 
methods were modified to express electric growth in a range rather than a single 
value. The range concept accommodates the potential effects of changing conditions, 
better expresses the need for flexibility in new plant scheduling and permits an 
evaluation of the impact of building new capacity too soon or too late.  

In November, NSP submitted the new range forecast to the MEA. Because of 
lower economic growth projections and the increased availability of natural gas, the 
forecast's midpoint is somewhat lower than the previous projection. Peak demands 
in summer are forecast to increase at an annual rate of about 3.6 to 4.9 percent during the 
next 10 years, with retail electric sales forecast to increase 2.8 to 4.3 percent during 
this period.  

Generating plant schedules now call for the third Sherco unit in 1984, the lyrone 
facility in 1986 and an additional 800 megawatts of coal-fired generation by 1989.  
Energy Demand: Gas 
Demand for natural gas supplied by Northern Natural rose slightly in 1978. Firm 
gas sales advanced by 5.3 percent, or 2.1 million MCF (thousand cubic feet) over 1977.  
Interruptible sales on the system decreased by 1.5 million MCF, or 8.2 percent.  
NSP expects firm sales on this system to fall slowly through 1986, as a result of customer 
conservation. Total firm sales on the company's combined gas systems are anticipated 
to total 49.2 million MCF in 1979, decreasing to an estimated 479 million MCF in 1983 
and 470 million MCF in 1986. Firm sales should begin increasing after 1986.  
Future interruptible sales will be affected significantly by federal energy policies 
that are not yet fully implemented.  

Operating Performance 
NSP's facilities performed very well in 1978. In terms of productivity and availability, 
it was one of the company's best operating years ever. NSP was able to supply sufficient 
energy during periods of abnormal weather The company also provided badly needed 
electricity for coal-starved Ohio-Wiley utilities during the JMW coal strike. There were no 
long or severe service interruptions to NSP's gas and electric customers in 1978.  

Overall, NSP's major coal-fired units performed better than the national average 
for similar units.  

The company's two nuclear plants set new NSP records for operating availability 
in 1978. In fact, the Prairie Island nuclear facility set new national records for minimum 
refueling outage time and maximum availability among similar plants that refueled 
during the year.  

Facility Regulation 
The 1978 record of environmental compliance at NSP's generating plants was also good.  
The company installed two noise silencers at the Sherco plant at a total cost of $2 
million. In November, NSP received Power Magazinet 1978 Environmental Award for the 
design, construction and operation of the Sherco plant.  

Since 1968, NSP has spent a total of $220 million on pollution control equipment.  
This expenditure has had beneficial effects: the limestone wet scrubbers at the Sherco 
plant, for instance, remove about 50 percent of the sulfur dioxide in power plant gas and 
about 99 percent of the fly ash before the gas is released into the atmosphere.  

Pollution control expenditures for the next 10 years are estimated to be about 
$400 million, or eight percent of NSP's total ten-year construction program.  

Major regulatory hearings in progress during 1978 included MEA deliberations 
on the in-service date for the third Sherco unit and Tyrone certificate-of-authority 
hearings before the Public Service Commission of Wisconsin (PSCW). In October, the
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planned in-service date for Tyrone was delayed from 1985 to 1986 because delays in the 
Wisconsin regulatory process would not permit Tyrone construction to begin as 
scheduled.  

On March 6,1979, the PSCW issued an order denying the construction of the 
Tyrone facility and directing the joint owners to apply for a certificate to construct a 
smaller coal-fired plant. The joint owners have not had sufficient opportunity to review 
this decision to determine an appropriate course of action. (See Note 12 of the financial 
statements.) 

Objectives for Energy Supplies, Demand and Generation 
* NSP will continue its rigorous plant maintenance and operating standards to 

ensure continued plant safety, reliability, reduced operating costs and better use 
of resources.  

* The company will also maintain its commitment to environmental protection.  
NSP will work to continue full facility compliance with the same leadership that 
earned it an outstanding environmental award in 1978.  

* The company will continue to explore methods of predicting future energy 
demand and usage patterns.Adoption of the electric forecasting range and NSP's 
refinements to various energy-related forecasting variables are part of this effort.  
The forecasting range approach expresses the need for flexibility in scheduling 
capacity additions.  

* In addition, NSP will continue working toward a comprehensive load 
management program. The computer study now in progress will help the 
company identify those peak reducing techniques that might 
be economically beneficial. However, additional analysis 
will be required to structure rates and financial policies to 
encourage off-peak energy usage. Although NSP's filing of 
time-of-use rates was rejected by the North Dakota Public 
Service Commission, the company did complete the 
first phase of Minnesota hearings on time-of-day 
and load-management rates.  

* By joining the Electric Power Research 
Institute (EPRI) in 1979, NSP will extend 
its study of new utility technologies. A non-profit 
research organization jointly sponsored by the 
electric utility industry, EPRI will conduct a 
variety of studies costing about $200 
million in 1979. NSP plans 
to continue its own re
search on specific tech
nological applications.

NSP researchers are conducting a 
computer study to determine the potential 
benefits of specrfic load management 
techniques.

The World of Management 
Internal Restructuring 
During 1978, NSPs management analyzed and implemented most of the recommendations 
submitted by Theodore Barry and Associates, a management consulting firm hired 
by the company in 1977. Efforts during the year resulted in various personnel changes, a 
reorganization of several functions and a significant streamlining of company operations.  

Organizational changes were implemented to improve the management 
of divisional operations, corporate strategy and long-range planning, fuel supply and 
financial efforts. The changes will increase coordination within and among these 
functions and enhance NSP's ability to adapt to future trends.
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Coporaa Socal Reem sfritee 
Because NSP has many impacts on society, it must take a strong leadership role as 
a socially responsible company Efficient management and reliable service are two of 
NSP's most basic responsibilities. In addition, the company is active in minimizing 
the environmental impacts of its facilities, providing equal employment opportunities 
and responding to customer problems.  

NSP opened new lines of communication with customers in 1978 by hosting a 
conference on community concerns. The two-day session on utility/consumer issues was 
held in January. The conference featured an address by National Urban League President 
Vernon Jordan and panel discussions with citizens, NSP employees and representatives of 
organizations within NSFs service area. NSP representatives also participated in a May 
conference on nuclear power.  

In addition, NSP established a consumer advisory panel in the Minnesota service 
area and a consumer advisory board in the North Dakota service area. The organizations, 
which will be evaluated in two years, will provide a more open, formal communication 
link between NSP and those it serves.  

NSPs total contributions for 1978 (Minnesota Company) were $875,198, a 
- ~ decrease of 2.5 per cent from 1977 Contributions were made as follows: United \'y, 

$392,705; civic, $56,277; cultural, $55,925; health, $38,860; education, $181,034; and 
community services, $150,397 

As a result of the MPSCs 1978 order that corporate contributions be excluded 
from allowed operating expenses, NSP will tie its future annual contributions 

Dedication ceremnoniesfor the new more closely to the average five-year earnings per share performance.  
McElroy Interpretive Centerc part 
of Minnesota's St. Croix Wild River State In September, the late David F. McElroy, former NSP chairman and chief executive 
Park. The center is namedfor officer, was honored by the dedication of a public center at the St. Croix Wild River 
DavidEMcElroy, NSPs late Chairmwan and State Park near Taylors Palls, Mim. Minnesota Governor Rudy Perpich, Department of 
Cief Executive Officer NSP donated Interior Assistant Secretary Robert Herbst, representatives of the Minnesota Department 
4,600 acresfor the 6,000-acre park. of Natural Resources and President Don McCarthy participated in the ceremonies.  

NSP donated approximately 4,600 acres to the 6,000-acre park.  

Several NSP representatives$participated NSP also commissioned several important customer opinion studies in 1978.  
in a panel discussion on nuclear power The studies were conducted to better gauge customer attitudes on major issues 
held in May Thepanel discussion and determine their needs for energy information and conservation assistance. Some 
waspart of a conference on nuclear the M 1 o h r c i s l 

from allowedA large plurality of NSPs metro commercial and industrial customers 
believes energy conservation is very important and desires more 

assistance from the company 
o The commercial-industrial consumers gave an overwhelmingly 

positive rating to NSP for its efforts in providing reliable 
electric service, power supply planning and efficient utility 

management.  
In another survey a randomly selected group of 
Minneapolis-St. Paul residents gave qualified support to 
continued nuclear power development. A tol of 70 
percent said they "strongly favor" (17 percent) or 
" moderately favor" (53 percent) additional nuclear 
development, while 24 percent said they "moderately 
oppose" (15 percent) or "strongly oppose" (9 percent) 

vsuch efforts. The issue of nuclear safety fared 
somewhat better, with a total of 76 percent saying 

it is "very safe" or "fairly safe 
assistane60 percent of those 
questioned-including 

one-half of the critics of 
nuclear power-said



they could be persuaded to change their attitudes.  
* The survey also indicated that nuclear power is not a major issue with the public.  
* The attitudes on nuclear power expressed by a randomly selected group of 

shareholders were not significantly different from those of the general public.  
Information from these studies will be a valuable guide for future NSP policies 

and programs.  

Management Objectives 
Utility management in the next five years certainly will not be less challenging. For NSP, 
this means several things. First, the company's top management intends to complete the 
implementation of its management consultant's recommendations in 1979.  

The company will also fortify its long-range corporate planning and strategy 
functions. These efforts will assist in decision making and help NSP plan for the future.  

NSP will examine new ways to provide retail and wholesale energy As always, the 
cutting edge will be to involve NSP in only those activities which it can perform more 
efficiently and economically than others.  

Management is also committed to keeping an appropriate balance among 
the interests of shareholders, customers and employees. The company will continue to 
provide leadership in its service area by extending its energy knowledge to local 
communities and organizations.  

Finally management will pay close attention to governmental changes resulting 
from the 1978 elections.The change in Minnesota's government has already produced new 
leadership at the Public Service Commission, the Energy Agency and the Pollution 
Control Agency Further changes appear likely throughout Minnesota and Wisconsin state 
administrations.  

The World of Finances 
Construction and Finances 
The electric utility industry is the most capital intensive in America. NSP's heavy investment 
in generating, transmission and distribution facilities compared to the amount of 
annual revenues produced from that investment is typical of the industry 
For each dollar of annual revenue, NSP has more than three dollars invested in facilities 
compared to 50 cents for the average manufacturing company. As a result, 
NSP is about six times as capital intensive as an average business, 

The typical electric utility must finance plant expansion largely from the sale 
of securities-bonds, preferred stock and common stock. Construction plans and 
expenditures thus become extremely important to the company's financing effort and 
financial performance.  

Construction Schedule-Capacity Additions 

Scheduled 
Size of Unit Type of Estimated Cost Cost Per In-Service 

Plant and Location (Megawatts) Fuel (Millions) Kilowatt Date 

NSP-Manitoba Hydro transmission 
line tie and capacity purchase ... 500* Hydro $110 $ 220 1980 

Sherburne County No. 3** ........ 780 Coal $580 $ 740 1984 .6 
Tyrone Energy Parkt 

Durand, Wisconsin ............ 744 Nuclear $780 $1050 1986 Manitoba 
Unit .......................... 800 Coal $760 $ 950 1989 Hydro 

Consists of a 200 MW purchase from Manitoba Hydro and a 300 MW seasonal exchange through 
1992. The effective capacity purchase is 575 MW which includes 75 MW reserve capacity 
Contemplates an 800 MW unit u'ith 20 MW owned by Lake Supenor District Power Company 

t Proposed 1100 MW unit with 356 MW owned by other power suppliers The PSCW has issued an order .2 
denying the application for authority to construct this unit The owners of the proposed unit have 
not yet determined what action they u ill take 

79 80 81 82 83 94 85 86 87 88 
NSP's construction expenditures have averaged about $210 million over the past 

five years and will increase in 1979 and 1980. As new generating facilities are built, these Pollution control $.4 
expenditures will rise dramatically starting in 1981. C 

Construction expenditures in 1978 totaled $213 million. Funds from operations Construction Expenditures 
were nearly equal to 1978 construction expenditures. As a result, only $17 million of (dollars in billions)
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78$213

$270

Sest$250 

81i est $400

8es$560 

$540 
(dollars in millions) 

Ten-year summary*
-8$2020

$3070

Construction and 
Financing 

Internal m iNew 
funds financing 

*5.1 billion anticipated between 1979-1988

74 75 76 77 78

Total 
Debt 56 53 51 49 48

Preferred 13 13 12 12 12

Common 31 34 37 39 40 

Capital Structure 
and Objective 
(amounts in percent ) 
Includes long and short-term debt and preferred stocks 
due within one year

[79 est
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financing was required. These funds were provided by dividend reinvestments ($8.1 
million), the Employees Stock Ownership Plan (ESOP) ($2.7 million) and proceeds 
from previously issued pollution control bonds ($6.3 million). There were no major 
security sales during the year, but NSP retired a $10 million mortgage bond issue in July 

For 1979, construction expenditures are budgeted at $270 million. Funds from 
operations will supply about 65 percent of this amount. To finance the balance and 
retire $25 million of securities, NSP's financing plans include a $40 million bond issue 
for the Wisconsin Company and $14 million of common stock from dividend 
reinvestments and the ESOP program. Other funds will come from a reduction in 
temporary cash investments ($50 million) and short term borrowings ($4 million).  

Construction expenditures through 1988 are estimated to total $5.1 billion. This 
will cover: the cost of facility additions in today's dollars ($3.0 billion); inflation ($1.7 
billion); and pollution control equipment ($.4 billion).  

NSP anticipates financing about one-third ($1.6 billion) of this construction 
program through securities sales. This contrasts favorably with the electric utility industry 
which is expected to finance about 60 percent of its requirements through securities 
sales.  

With substantial amounts of financing ahead, NSPs financial performance 
must be adequate so that securities can be marketed at any time and at a reasonable 
cost. Meeting the company's financial objectives would provide the necessary 
performance.  

Financial Objectives 
NSP's financial objectives are based on communications with bond rating agencies, 
investment bankers, commercial bankers, rate of return experts and the company's own 
studies. The following objectives are similar to those expressed in last year's report.  
However, there have been some changes, the most notable of which is dividend policy.  
Dividend policy is discussed later in the World of Finances.  

Generally, the company's financial objectives are designed to provide a reasonable 
return to shareholders and keep the overall cost of money at the lowest level 
consistent with a flexible financing position. In the long term, meeting these objectives 
should keep customers' rates lower than would otherwise be possible.  

The most prominent objectives are capital structure, bond interest coverage, 
earnings per share growth rate, dividend policy and return on common equity 

NSP's financial objectives assume a general inflation rate of about six percent 
annually The estimated yearly escalation of construction costs is eight percent through 
1980 and seven percent thereafter. Double-A utility bond rates are anticipated to be 
in the 10 to 8V2 percent range. As projections of economic, business and risk levels change, 
NSP's financial objectives will be modified accordingly.  

Capital structure and bond interest coverage are two of the most important 
measures of NSP's ability to retain the high-quality, double-A bond and preferred 
stock ratings it has held for more than 30 years.  

Capital Structure 
The capital structure is the total amount of money invested in the company and is 
divided among the major types of securities. A large amount of total 
equity-particularly common equity-assures NSP greater flexibility and more 
protection for NSP's debtors.  

As indicated, NSP has achieved its capital structure objectives in 1978. In 1972, 
NSP's capital structure was weaker than that for the industry as a whole. The present 
position is stronger than the industry average, which registers 37 percent in common 
equity and 51 percent in debt.  

Bond Interest Coverage 
Bond interest coverage is the amount of money NSP has earned, before taxes, to 
cover interest payments on its short and long-term borrowings. To maintain a solid 
double-A bond rating, provide a cushion for emergencies and assure financial 
flexibility, the company's pretax bond interest coverage should be at least 3.75 to 4.75 
times expected interest charges.  

NSP's coverage dropped significantly during the 1967-1974 period of high 
inflation. This was an industry-wide problem and many utilities' ratings were lowered 
during this time.



NSP has maintained its ratings and improved interest coverage substantially 
since 1974 by expanding the proportion of common equity in the capital structure.  
NSP's present coverage is 4.6 times, while comparable utilities presently have an 
average coverage ratio of about 3.4 times.  

NSP's interest coverage is expected to peak during the next two years and then 
decrease in the 1980s as NSP's construction and financing programs begin to accelerate.  
Even if return on common equity is increased to objective levels, coverage will 
decrease somewhat. This is true primarily because it will no longer be practicable or 
desirable to bolster coverages through major changes in capital structure.  

Earnings Per Share 
The greatest financial challenge for the company in the coming years will be to improve 
the earnings per share growth rate. (Earnings per share are derived by dividing the 
earnings available for common stock by the average number of common stock shares 
outstanding.) 

Through 1972, NSPs earnings per share increased each year. From 1972 to 1977, 
however, the average growth rate was only 2.2 percent (least squares method). With the 
1978 earnings improvement, the 1972-1978 growth rate has risen to 3.7 percent peryear 

The most important factor in earnings per share growth is the return on common 
equity. (Common equity is the sum of all proceeds from common stock sales and 
retained earnings. Return on common equity is the earnings available for common stock 
as a percentage of the average amount of common equity.) 

NSP's 1978 return on common equity was 13.3 percent, up from the average 
of 12.0 percent for the priorfive years. However, the return was well below the 14 percent 
average return earned by American industry during the past five years and was below 
NSP's objective level. In recent rate cases, the company has requested returns in the 
14 percent range-NSP's objective level-but returns granted by Minnesota and Wisconsin 
public service commissions have been within the 12.7 to 13 percent range.  

NSP's earnings per share growth objective is a rate of six-to-seven percent 
annually through 1983 and about five percent yearly thereafter. The higher growth rate in 
the earlier years would be due to increasing the return on equity from relatively low 
levels to the objective level of 14 percent.  

Dividend Policy 
Dividend policy and earnings per share growth are the two most important measures 
of the marketability of the company's common stock and the stock's market price. If NSP's 
earnings per share growth objective were achieved, the companys dividend policy 
would help insure fair treatment for shareholders and the availability of good markets for 
sales of new common stock.  

NSP's dividend policy has been changed. The previous policy was to pay out 
dividends of 60 to 65 percent of earnings. The current policy the board of directors 
will use in declaring future dividends is based on a higher dividend payout of 65 
to 70 percent. Another measure used by the financial community to evaluate dividends 
is the ratio of dividends paid to the common stock book value.  

NSPs 1978 payout was 63.1 percent. The ratio of dividends ($2.16) to common 
stock book value (year-end 1977) was 8.7 percent.  

Reaching the Objectives 
Because inflation and regulation will be the greatest challenges to adequate financial 
performance, NSP must maintain and increase the high levels of efficiency and 
productivity that now characterize the company 

High interest rates and rising construction and operating costs exert an especially 
strong downward pressure on utility coverages and earnings because utilities are so capital 
intensive. For NSP, the returns on common equity granted by regulators in recent 
inflationary years have not been adequate. One of NSPs most important tasks in the 
years ahead will be to communicate more effectively the company's long-term financial 
needs to customers and public officials.  

If these objectives are reached, NSP will be able to produce optimal results for 
shareholders, customers and employees.

5.6 

2.7 

75 3.4 

3.7 

4.0 

4.6 

4.8 

3.75-4.75 

Bond Interest Coverage 
(pre-tax)
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Requested Granted 
Amount Percent Amount Percent 

1975 ...... $76 16% $50 10% 
1976...... 63 11 43 7 
1977...... 92 15 56 9 

Rate Increases-Annual Basis 
(millions of dollars)

Rates 
NSP's rates have been regulated for many years by the Wisconsin and North Dakota 
Public Service Commissions and the Federal Energy Regulatory Commission (FERC).  
Starting in 1975, rates have also been regulated by commissions in Minnesota and 
South Dakota. Of NSP's total 1978 revenues (excluding sales to non-associated 
utilities), approximately 73 percent are within Minnesota's regulatory jurisdiction, 11 
percent within Wisconsin's, seven percent in North Dakota, three percent in South 
Dakota and six percent with the FERC.  

The table at left summarizes the electric and gas increases requested and 
granted since 1975.  

In 1978, NSP filed for only two rate increases. The first, filed September 22 
with the MPSC, requested a gas rate increase of $7.4 million. This increase was put 
into effect December 21, subject to refund pending a final MPSC determination that 
must be made by September 22, 1979. On April 7, the company also filed with FERC 
for an increase of $1.9 million on an annual basis for its electric wholesale 
customers. These rates were put into effect October 8, subject to refund. On February 
9, 1979, FERC approved an increase of $1.3 million on an annual basis and ordered 
excess collections refunded with interest.  

Current Minnesota law requires a 90-day notice to the MPSC before a new 
schedule of rates may go into effect subject to refund. The commission has an 
additional period of nine months to make its final decision on a rate increase 
application. The 90-day advance notice period became effective July 1, 1977. This 
change amended a law permitting rate schedules to be put into effect 30 days after 
notice to the commission. A bill has been introduced into the legislature that would 
repeal a utility's authority to put rates into effect pending a final determination by the 
commission. Although the commission may include Construction Work in Progress 
in a utility's rate base without including a corresponding Allowance for Funds Used 
During Construction in revenues, it has not yet exercised this option.  

Since the MPSC assumed jurisdiction of Minnesota electric and gas rates in 
1975, several significant regulatory precedents have evolved. On the positive side, the 
commission has accepted the use of a forecast test year that corresponds to the 
period when the rates are put into effect subject to refund. This minimizes the 
regulatory lag that often prevails where this practice is not permitted.  

In its last order, the commission reaffirmed the normalization of income taxes 
due to accelerated depreciation and investment credit. For the first time, the 
company requested-and the commission granted-tax deferral accounting on 
overhead costs capitalized for corporate accounting purposes but expensed currently 
for income tax purposes. The concept of permitting recovery of disposal costs 
(negative salvage) of nuclear fuel also has been contested and allowed by the 
Minnesota commission.  

The company's wholesale and retail electric rate schedules provide for 
adjustment to virtually all metered service for increases or decreases in the cost of 
fossil fuel, nuclear fuel and purchased energy. The company's gas rate schedule also 
has an adjustment clause to reflect the current purchase costs of natural gas.  

Although the Minnesota commission disallowed all working capital in the first 
two rate cases, in the most recent case it accepted NSP's lead-lag study and allowed 
$14.1 million of working capital. However, the commission prohibited a rate base 
reinstatement for the payment delays of depreciation and deferred taxes that are 
deducted from the rate base. The company believes this creates an unwarranted 
reduction in working capital requirements.  

In addition, the MPSC, as well as other jurisdictions, continues to allow returns 
on common equity that are below the level the company believes is necessary. In the 
first electric rate case, the commission allowed NSP a 12.84 percent return on 
common equity. In 1976, it allowed 13 percent, and, in its most recent case, 12.66 
percent. The company believes it must be permitted a higher level of return on 
common in order to attract the capital necessary to provide dependable customer 
service.
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Financial Review signicant Ratios

December 31 
1978 1977 1976 1975 1974 1973

Earnings per share on average shares ....  
Dividends declared per share ..........  
Dividends in percent of earnings .......  
Dividends in percent of book value .....  
Five year growth rates in earnings 

per share(') .......................  
Percent of construction expenditures 

financed by internally generated 
funds (excluding AF ) ..............

Capitalization(2) 
Common ........................ .. 40.5% 
Preferred ........................ .. 12.0 
D ebt ............................ 47.5 

Total ................ 100.0% 

Interest coverage 
Before taxes (including AF) ......... 4.64 

Embedded cost of long-term debt ...... 6.90% 
Average plant investment per 

dollar of revenue .................. $3.02 
Depreciation reserve in percent of 

depreciable plant .................. 26.4% 
Depreciation provision in percent of 

average depreciable plant ........... . 3.41% 
Benefit employees (at Dec. 31) .......... 6 580

$2.86 
$2.03 

71.0% 
8.6%

$2.93 
$1.94 

67.1% 
8.5%

2.2% 2.4%

$2.95 
$1.862 

63.7% 
8.9% 

2.3%

78.0% 42.8%

36.7% 33.7% 31.4% 
12.1 12.5 13.1 
51.2 53.8 55.5 

100.0% 100.0% 100.0%

$3.39 
$2.135 

63.1% 
8.7% 

5.4%

97.0% 100.0% 75.7%

38.7% 
12.2 
49.1 

100.0%

3.95 3.68 3.44 
6.85% 6.79% 6.79%

$3.12 $3.42

24.3% 23.7%

$3.62 

24.0%

3.43% 3.45% 3.48% 
6694 6 511 6345

AFC-Allowance for Funds Used During Construction. (1) Least squares method (2) Includes long and short-term debt and preferred stocks due within one year 

1978-1977 Revenues and Sales 

Revenues Sales 
1978 Percent Percent 1978 Percent Percent 

(millions of Increase (billions of Increase 

Electric of dollars) Total over 1977 of kwb) Total over 1977 

Residential .................................. $270.8 33.4% 9.8% 6.7 25.2% 4.2% 
Small commercial and industrial ................. .123.0 15.2 9.4 3.2 11.9 4.8 
Large commercial and industrial ................. .266.8 33.0 13.8 9.4 35.3 5.6 
Street lighting and other ....................... . 19.2 2.4 1.3 .5 2.0 (3.0) 

Total retail............................. 679.8 84.0 11.0 19.8 74.4 4.8 
Sales to other utilities .......................... 105.9 13.1 4.7 5.9 22.3 (12.0) 
Miscellaneous and other ....................... . 24.0 2.9 29.2 .9 3.3 13.4 

Total................................ $809.7 100.0% 10.6% 26.6 100.0% .7% 

Gas (millions of mcf) 

Residential.................................. $ 83.4 51.9% 16.4% 32.3 47.2% 4.6% 
Commercial and industrial ...................... 74.4 46.4 10.0 36.2 52.7 (2.7) 
M iscellaneous ................................ 2.7 1.7 3.6 .1 (53.1) 

Total................................ $160.5 100.0% 13.1% 68.5 100.0% .6%

17

$2.40 
$1.836 

77.6% 
8.4% 

1.9%

$2.61 
$1.836 

71.0% 
8.8% 

4.9% 

28.0% 

31.4% 
12.8 
55.8 

100.0%

1968 

$2.13 
$1.60 

75.0% 
10.0% 

3.6% 

36.1% 

29.4% 
13.8 
56.8 

100.0% 

4.05 
4.53% 

$3.90 

24.8% 

2.79% 
6 631

2.69 2.84 
6.16% 6.01%

$4.08 $4.24

22.0% 22.7% 

3.51% 3.43% 
6322 6390



Financial Review How 1978 Compared with 1977

Operating Revenues 
Electric 
Gas..  
Telephone and heating ........................ ..............................  

Total............................................................  

Operating Expenses 
Electric fuel and purchased power...............................................  
Gas purchased for resale................... .............................  
Administrative and general................................. ..............  
Other operation.......................................................  
Maintenance.........................................................  
D ep reciatio n ...................... ...... ........ ...................... ...  
Property and general taxes .....................................................  
Current and deferred incom e taxes ..............................................  

Total ...  

O p eratin g In com e ............................................................  

Allowance for other funds used during construction-debt and equity ....................  
Other income and income deductions-net ................. .......................  
Interest charges-excluding credit for debt portion of AFC ...........................  
Net Income...........................................................  

Preferred stock dividend requirements .............................................  

Earnings Available for Common Stock ..........................................  

Average shares of common stock outstanding (000's) .................................  
Earnings per Share on Average Shares..........................................  
D ividends Paid per Share ......................................................

1978 
(millions of 

dollars) 

$809.7 
160.5 

9.1 

979.3 

184.9 
109.0 

59.0 
86.6 
65.0 
89.2 
84.7 

128.9 

807.3 

172.0 

9.3 

.6 

66.7 

115.2 

14.5 

$100.7 

29 712 

$ 3.39 
$ 2.11

Increase over 1977 
Amount Percent

$77.4 
18.7 
1.7 

97.8 

18.9 
14.5 
11.0 

2.7 
2.3 
3.7 
4.0 

24.3 

81.4 

16.4 

2.3 

(1.5) 
.6 

16.6 

$16.6 

323 

$ .53 
$ .11

10.6% 
13.1 
23.3 

11.1 

11.4 
15.4 
22.8 

3.2 
3.6 
4.3 
5.0 

23.3 

11.2 

10.5 

32.0 

(71.0) 
.8 

16.8 

19.7% 

1.1% 

18.5% 
5.5%

Management's Discussion and Analysis of Income 

1978 Compared with 1977 
Earnings available for common stock for the year 1978 were 
$100.7 million compared with $84.1 million for 1977. Earnings 
per share for 1978 were $3.39 compared with $2.86 for 1977.  

The earnings increase over 1977's unusually low 
earnings was due primarily to increased retail sales of electricity 
and gas. NSP's generating plants performed better than 
expected throughout the year. This helped hold down operating 
costs and increased the Company's ability to sell energy 
to other utilities during the national coal strike.  

Operating revenues for 1978 were $979.3 million, up 
$97.8 million or 11.1 percent over 1977. The increase was 
primarily due to increased retail energy usage. While total 
electric sales, including sales to other utilities, increased 
by only 0.7 percent, electric retail Kwh sales increased by 4.8 
percent over 1977. The increase in electric retail sales was 
due, in part, to the abnormally cold weather experienced

during the heating months and the warmer than normal weather 
recorded during the summer of 1978. It is estimated that 
electric retail Kwh sales increased by 3.7 percent after adjustment 
for abnormal weather conditions. Electric revenues also 
increased due to the full year impact of rate increases initiated 
during 1977. Gas revenues increased primarily as a result 
of increased gas costs from the Company's wholesale suppliers.  
These wholesale gas costs were passed on to retail gas 
customers through the purchased gas adjustment. Both the 
steam heating and telephone utility revenues increased as a 
result of rate increases that were implemented during 1977 
and 1978. (See also page 16 regarding rates.) 

Electric fuel and purchased power costs were up 
$18.9 million, or 11.4 percent, over 1977. The increase was due 
to higher customer energy requirements and increases 
in the cost of coal and nuclear fuel. The increase was partially 
offset by more hydroelectric and nuclear output. The three 
nuclear generating units achieved a composite availability factor 
of 90.4 percent for 1978. This outstanding availability 
record was made possible, in part, by the short refueling outages



at the Prairie Island units-23 days for the first unit and 
19 days, 10 hours for the second unit. The six major coal units 
were available for generation 82 percent of 1978. The 
availability of the Company's most efficient generation helped 
hold down costs to retail customers and enabled the 
Company to sell to other utilities.  

Gas purchased for resale increased due to increases 
in the cost of gas from the Company's wholesale suppliers 
(Northern Natural and Midwestern).  

Administrative and general expenses increased 
by $11.0 million, or 22.8 percent, over 1977 due to increased 
wage rates as well as employee costs associated with the 
Company's reorganization program.  

Current and deferred income taxes increased 
as a result of higher pre-tax book income and other minor 
adjustments. (See Note 5 to the Financial Statements.) 

Allowance forfunds used during construction 
increased primarily as a result of the accumulated construction 
expenditures for the third Sherco unit and the Manitoba 
Hydro transmission interconnection.  

Other income and income deductions decreased 
because of write-offs associated with Cormorant Corporation 
and Pig's Eye coal transfer equipment.  

1977 Compared with 1976 
Earnings available for common stock for the year 1977 were 
$84.1 million compared with $83.1 million for 1976. Earnings 
per share for 1977 were $2.86 compared with $2.93 for 1976.  
Earnings per share for 1977 include the impact of the MPSC 
electric rate order issued March 20, 1978.  

Although customer energy usage did increase and the 
Company's generating facilities operated above average, these 
factors did not fully offset the increase in expenses caused by 
inflation and the addition of the second Sherco generating unit.  

Operating revenues for 1977 were $881.5 million, up 
$111.9 million or 14.5% over 1976 due to rate increases and 
increased customer usage. Retail electric kilowatt hour sales 
increased 2.0 percent over 1976 while total sales, including sales 
to other utilities, increased by 18.6 percent over 1976. Revenues 
also increased due to rate increases and increases in revenues 
collected under the purchased gas adjustment clauses.  
Revenues collected due to the operation of the electric fuel 
clause adjustment declined since lower electric production 
costs were passed on to the Company's customers. The 
Company requested annual rate increases totaling $92.4 million 
during 1977. These rate increases were put into effect at various 
times during the year and increased 1977 revenues by $21.7 
million.

Fuel for electric generation and purchased and 
interchange power combined, increased by $17.3 million or 
11.6% over 1976. This increase was mainly due to increased 
customer energy requirements and increases in the cost of 
fossil and nuclear fuel. These increases were partially offset by 
increased output from the Company's lower fuel cost 
generating plants. This savings, less the increase in the price of 
fuels, was passed on to the customer through the fuel clause 
adjustment. Output from the nuclear generating plants 
increased by 1,252,000 megawatt hours and output from the 
Sherco generating units increased by 4,809,000 megawatt 
hours. The increased output from the more efficient, lower fuel 
cost plants allowed the Company to reduce purchases from 
other utilities and also to reduce other higher fuel cost 
generation. The availability of low fuel cost generation was also 
a factor which enabled the Company to increase its sales to 
other utilities.  

The increase in gas purchasedfor resale of $19.6 million 
was due entirely to increases in costs charged by NSP's 
wholesale suppliers.  

Administrative and general expenses increased $11.3 
million due primarily to increases in employee related 
expenses such as pensions and insurance benefits. The increase 
was also due to increased wage rates.  

Other operation and maintenance expenses were up 
$17.8 million. This increase was attributable to maintenance 
work primarily at the nuclear generating plants and at the 
Sherco generating plant. These expenses were also up due to 
increases in wage rates.  

Depreciation expense increased and allowance for 
funds used during construction decreased primarily because of 
the addition of the Sherco plant. The first unit at Sherco went 
into service in May, 1976, and the second unit went into service 
in April, 1977.  

Property and general taxes increased $10.5 million 
primarily because of increased property valuations.  

Current and deferred income taxes increased primarily 
due to higher pre-tax income and other adjustments.
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William M. Baker (62) 
President, Baker Foundation 
(A charitable corporation) 
Minneapolis, Minnesota 

David A. Christensen (43) 
President and 
Chief Executive Officer 
Raven Industries, Inc.  
(Manufacturers of reinforced 
plastics, sportswear and electronic 
eppment) 
Sioux Falls, South Dakota 

W.John Driscoll (49) t 
President, 
Green Valley Holding Company 
(Piate inwastment finn) 
St. Paul, Minnesota 

Dale L. Haskenstad (50) t: 
President, 
Western States Life 
Insurance Company 
(a fe insurance company) 
Fargo, North Dakota 

Robert E. Haugan (61)4: 
President, The Webb Company 
(Printing and publisbing) 
St. Paul, Minnesota 

D.W. Jack) Angland (56) 
Executive Vice President 

Wiley I. Beavers (55) 
Vice President-Personnel 

Arland D. Brusven (46) 
Secretary and Financial Counsel 

Roland W. Comstock (48) 
Vice President-Communications 

J.O. di) Cox (51) 
Vice President
Financial Operations 

SIwisJ. Crain (54) 
a Vice President 

C ArthurV. Dienhart (58) 
Vice President-Plant Engineering 
and Construaion 

John L Carroll (62) 
President and 
Chief Executive Officer 
Northern States Power Company 
(Wisconsin) 
Eau Claire, Wisconsin 

(launcey H. Cooke (59) t 
Farmer 
Eau Claire, Wisconsin 

Charles R.Dickoff (51) t 
President, Broadcaster Service, Inc.  
(Radio stations) 
Eau Claire, Wisconsin 

John L. Carroll (62) 
President and 
Chief Executive Officer 

George A. Des Rosier (59) 
Vite President-Division Operations 

Arthur V. Dienhart (58) 
Vice President-Tyrone Energy 
Pak Project

Richard H. Magnuson (53) 
Vice President and General 
Counsel, Land OLakes, Inc.  
(Food processing and mareting 
cooperative) 
Minneapolis, Minnesota 

Donald W. McCarthy (56) 
Chairman of the Board, 
President and Chief Executive 
Officer of the Company 
Minneapolis, Minnesota 

M.D. McVay (60) 
President, 
Cargill, Incorporated 
(an international merant,food 
milg and shipping enrprise) 
Minneapolis, Minnesota 

G. M. Pieschel (51) 
President and Chairman 
Farmers & Merchants State Bank 
and Springfield Investment Co.  
(a one-bank boldng company) 
Springfield, Minnesota

Clayton K. Iarson (60) 
Senior Vice President-Finance 

Donald W. McCarthy (56) 
Chairman of the Board, President 
and Chief Executive Officer 

M.D. (Bud) Olson (59) 
Vice President-Commercial 
Operations 

Gerald S. Pettersen (47) 
Controller 

Robert E. Pile (56) 
Vice President 

Arthur R. Renquist (58) 
Vice President-Law

F.Jerry Kripps (56) 
Executive Vice President
Operations 
Northern States Power Company 
(Wisconsin) 
Eau Claire, Wisconsin 

Clayton K. larson (60) 
Senior Vice President-Finance 
Northern States Power Company 
(Minnesota) 
Minneapolis, Minnesota 

Donald W. McCarthy (56) 
Chairman of the Board, President 
and Chief Executive Officer 
Northern States Power Company 
(Minnesota) 
Minneapolis, Minnesota 

Donald P.Jolstad (49) 
Secretary and Assistant fteasurer 
John L. Koplin (45) 
lleasurer 

F.Jerry Kripps (56) 
Executive Vice President
Operations

D. B. (Rhiny) Reinhart (58) t 
President, Gateway Foods, Inc.  
(Wboksale food distibutor) 
La Crosse, Wisconsin 

Henry T. Rutledge (66) t 
Retired Chairman and 
Chief Executive Officer 
Northwest Bancorporation 
(aregisteredhbankhokng company) 
Minneapolis, Minnesota 

DorothyJ. Skwiera (42) 
Member, Minnesota Corrections 
Authority (State parole board) 
St. Paul, Minnesota 

Chairmen Emeritus 

Robert H. Engels (68) 
Retired Chairman of the Board 
of the Company 
Minneapolis, Minnesota 

Allen S.King (78)* 
Retired Chairman of the Board 
of the Company 
Minneapolis, Minnesota

Bruce A. Richard (49) 
Senior Vice President-Division 
Operations 

Edward C. Spethmann (62) 
Senior Vice President 

Edwin M. Theisen (48) 
Vice President and reasurer 
LeoJ. achter (59) 
Vice President-Power Production 
and System Operation 

Harriet B. Rogge 
Assistant Secretary 

Ronald E. White 
Assistant Treasurer

D. B. (Rhiny) Reinhart (58) 4: 
President, Gateway Foods, Inc.  
(Wholesale jood disributor) 
La Crosse, Wisconsin 

Richard L Rochrich (54) 
Vice President-Personnel 
Northern States Power Company 
(Wisconsin) 
Eau Claire, Wisconsin 

Richard L. Rochrich (54) 
Vice President-Personnel 

Glenn B. Thorsen (44) 
Vice President-Finance 

Irene Shiffer 
Assistant Secretary

Directors of the 
Minnesota Company

Officers of the 
Minnesota Company

Directors of the 
Wisconsin Company 
A wholly-owned subsidiary of 
Northern States Power Company 
(Minnesota) 

Officers of the 
Wisconsin Company

* Member of the Audit Committee of he Board ( ) denotes age *Died February 21,1 979
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Northern States Power Company, Minnesota and Subsidiaries 

Operating Statistics
STATEMENT OF INCOME

Operating Revenues 
Electric ...................................  
G as . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Telephone and heating .......................  

To tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Operating Expenses 
Fuel for electric generation ....................  
Purchased and interchange power ..............  
Gas purchased for resale ......................  
Administrative and general ....................  
O ther operation .............................  
M aintenance ................................  
D epreciation ...............................  
Property and general taxes ....................  
Incom e taxes ...............................  
Deferred income taxes-net ...................  
Investment tax credit adjustments-net ..........  

To tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Operating Incom e ...........................  

Other Income 
Allowance for funds used during construction 

Debt and equity ...........................  
E q u ity .. . . . . . . . . . . . . .. .. . . . . . . . . .. . . .. . . .  

M iscellaneous ..............................  

To tal . . . . . . . . . . . . . .. . . . . . .. . .. . .. . . . . . .  

Total Incom e ................................  
Income Deductions, Non-operating Taxes .....  

Income Before Interest Charges ..............  

Interest Charges 
Interest on long-term debt ....................  
Other interest and amortization ................  
Allowance for funds used during 

construction -debt.........................  

rTo tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

N et Incom e .................................  
Preferred Stock Dividend Requirements .......  

Earnings Available for Common Stock .........  

Earnings per Share on Average Shares .........

1978 

$809.7 
160.5 

9.1 

979.3 

168.7 
16.3 

109.0 
59.0 
86.6 
65.0 
89.2 
84.7 
80.6 
37.8 
10.4 

807.3 

172.0 

7.2 
7.2 

14.4 

186.4 
6.6 

179.8 

62.3 
4.4 

(2.1) 

64.6 

115.2 
14.5 

$100.7 

$3.39

1977 1976 1975 1974 1973 
(Millions of dollar)

$732.3 
141.8 

7.4 

881.5 

155.5 
10.6 
94.5 
48.0 
83.9 
62.7 
85.5 
80.7 
49.7 
31.8 
23.0 

725.9 

155.6 

5.3 
3.8 

9.1 

164.7 
1.7 

163.0 

62.6 
3.5 

(1.7) 

64.4 

98.6 
14.5 

$ 84.1 

$2.86

$643.8 
118.9 

6.9 

769.6 

127.8 
21.0 
74.9 
36.7 
74.2 
54.5 
78.4 
70.2 
17.0 
48.6 
20.7 

624.0 

145.6 

18.4 

2.1 

20.5 

166.1 
1.5 

164.6 

62.8 
4.2 

67.0 

97.6 
14.5 

$ 83.1 

$2.93

$566.0 
103.4 

6.0 

675.4 

98.2 
29.6 
60.6 
34.7 
62.3 
43.3 
69.5 
73.6 
36.8 
27.8 

6.6 

543.0 

132.4 

23.1 

2.2 

25.3 

157.7 
1.1 

156.6 

59.9 
5.6 

65.5 

91.1 
14.5 

$ 76.6 

$2.95

$456.3 
83.6 
4.9 

544.8 

79.0 
42.5 
43.0 
27.4 
54.3 
31.0 
61.7 
63.7 
(1.1) 
30.5 

6.7 
438.7 

106.1

$388.4 
75.1 
4.4 

467.9 

66.0 
36.7 
39.5 
25.7 
48.9 
30.8 
49.5 
53.7 
(4.9) 
22.8 

9.5 

378.2 

89.7

24.9 29.3

2.3 

27.2 

133.3 
2.3 

131.0

1.2 

30.5 

120.2 
1.8 

118.4

53.5 47.0 
8.6 4.0

62.1 

68.9 
13.1 

$ 55.8 

$2.40

51.0 

67.4 
11.9 

$ 55.5 

$2.61

30

1968 

$240.5 
47.2 

3.6 

291.3 

32.7 
9.5 

25.0 
15.6 
41.3 
18.0 
27.1 
36.4 
21.5 

4.4 
1.6 

233.1 

58.2 

4.2 

.3 

4.5 

62.7 
.9 

61.8 

20.1 
2.0 

22.1 

39.7 
5.1 

$ 34.6 

$2.13



ELECTRIC 

Revenues (thousands) 
Residential ....................  
Small commercial and industrial 
Large commercial and industrial 
Street lighting and other .........  

Total retail ................  
Sales for resale ................  
Miscellaneous .................  

To tal .....................

Customer Accounts (at December 31) 
Residential ....................  
Small commercial and industrial 
Large commercial and industrial 
Street lighting and other .........  

Total retail ................  
Sales for resale ................  

To tal .....................  

Residential Service 
Annual kwh per customer .......  
Annual revenue per customer ....  

Kilowatt-hour Output (millions) 
Therm al ......................  
H ydro ........................  
Purchased and interchange ......  

To tal .....................  

Capability at Time of Maximum 
Demand (megawatts) 
Company owned ...............  
Purchases and sales-net .........  

To tal . . . . . . .. . . . . . . . . . . . . .  

Maximum Demand (megawatts) 

Date of Maximum Demand ......

1978 1977 1976 1975

$ 270 835 
122 992 
266 804 

19 193 

679 824 
125 592 

4 252 

$ 809668

924 973 
102 049 

4 861 
6 504 

1 038 387 
84

1974 1973

$ 246 681 $233 050 $211 133 $174 509 $149 525 
112 435 109 110 102 408 87 954 75 834 
234 480 214 121 193 660 151 691 126 525 
18 944 19 165 16 549 13 966 12 934 

612 540 575 446 523 750 428 120 364 818 
118 018 61 444 38 472 24 655 20 189 

1 702 6894 3 707 3 503 3402 

$ 732 260 $643 784 $565 929 $456 278 $388 409

901 770 
99 556 
4 634 
6 262 

1 012 222 
83

889 894 
89 157 
4 346 
6 870 

990 267 
73

872 674 
87 758 

4 251 
6 685 

971 368 
72

859 342 
86 980 

4 105 
6 479 

956 906 
71

843 010 
86 335 

4 133 
6 212 

939 690 
71

1 038 471 1 012 305 990 340 971 440 956 977 939 761

7 331 
$ 296.64 

25 866 
945 

1 499 

28 310

6 257 
(306) 

5951 

4 625 

Sept 7

7 183 7288 7179 
$ 275.92 $ 264.70 $ 244.13

26 428 
771 
828

21 598 
569 

1 723

18 627 
794 

2 466

6844 6939 
$ 205.08 $ 179.80

15 572 
768 

3 640

15 174 
936 

4 063

28 027 23 890 21 887 19 980 20 173

6 209 
(644) 

5 565

5 657 
(241) 

5 416

4503 4317

5 063 
13 

5076 

4 206

July 19 Aug. 19 July 31

4 272 
280 

4 552

3 908 
529 

4437

3 954 3 836 

July 8 Aug. 27

1968

$101 546 
47 749 
73 133 
8 421 

230 849 
6 699 
2 951 

$240 499 

756 376 
81 437 

3 762 
5 278 

846 853 
59 

846 912 

5 778 
$ 135.97 

10 522 
938 

2 231 

13 691 

2 745 
205 

2 950 

2 697 

Aug. 23

GAS 

Revenues (thousands) 
Residential 

With space heating ...........  
Without space heating .........  

Commercial and industrial .......  
Miscellaneous .................  

To tal .. . . . . . .. . .. . .. . . . . ..  

Customer Accounts 
(at December 31) 

Residential 
With space heating ...........  
Without space heating .........  

Commercial and industrial .......  

To tal . . . . . . . .. . . . . . . . . . . . .

$ 80394 
2 993 

74 437 
2 657

$ 68 756 
2 890 

67 654 
2 566

$ 58 654 
2 565 

56 127 
1 518

$ 51 451 
2 447 

49 120 
394

$ 160 481 $ 141 866 $118 864 $103 412

198 977 
35 124 
22 222

193 581 
36 356 
21 848

188 631 
37 712 
21 460

183 445 
38 460 
21 019

$ 42 599 
2 306 

38 386 
292 

$ 83 583 

176 649 
39 662 
20 502

$ 38 645 
2 287 

33 962 
212 

$ 75 106 

169 698 
41 370 
19 796

256 323 251 785 247 803 242 924 236 813 230 864

$ 25 857 
2 130 

19 073 
140 

$ 47 200 

141 904 
48 813 
16 906 

207 623
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Common Stock Data

Shareholders 
End of Year 

96 138 
103 454 
101 839 
102 333 
100 253 
101 389

Average 
Shares 

Outstanding 
(Thousands) 

21 289 
23 233 
25964 
28 319 
29 389 
29 712

Earnings Per 
Average Share 

Percent 
Amount Increase

$2.61 
2.40 
2.95 
2.93 
2.86 
3.39

(5.1)% 
(8.0) 
22.9 
( .7) 
(2.4) 
18.5

Dividends 
Declared 

Percent 
Amount Increase

$1.836 
1.836 
1.862 
1.94 
2.03 
2.135

3.8% 

1.4 
4.2 
4.6 
5.2

Market Prices 
High Low Close

31% 
26% 
27Y4 
304 
30V2 
28V4

222 
15Y4 
15/8 
23Vz 
262 
23

25 4 
16 
26% 
292 
28 4 
232

High and Low Sales Prices Based on NYSE Composite Transactions 

Calendar Quarter-1978 Calendar Quarter-1977 
1 2 3 4 1 2 3. 4 

High Low High Low High Low High Low High Low High Low Egh Low High Low 

28 24/8 267 23% 27/8 24 25/8 23 30 265% 29% 265 30Vz 28V2 29% 26V2 
Dividends Declared $.51V2 $54 $54 $54 $.48V2 $.51V2 $.51V2 $.512 

Distribution of Common Stock-December 31,1978 

By Size of Holdings Geographical 

Shareholders Shares Shareholders Shares 
Percent Percent States Number Percent Number Percent 

Number of Shares Held Number of Total Number of Total 
Minnesota ........... .39.933 39.4 8 667 970 28.9 1 to 25 ....... .20 259 20.0 251 332 .8 North Dakota ........ 2 160 2.1 379 309 1.3 

26 to 50 ....... .13 063 12.9 509 217 1.7 South Dakota ........ 1 578 1.6 295 084 1.0 
51 to 100 ....... . 22 005 21.7 1 832 823 6.1 Wisconsin ........... .10 989 10.8 1 785 008 5.9 

101 to 200 ....... .23 079 22.7 3 458 206 11.6 
201 to 500 ....... .16 807 16.6 5 373 822 17.9 Total ........... 54 660 53.9 11 127 371 37.1 

501 to 1 000 ....... .4 276 4.2 3 014 454 10.1 California ........... .6 585 6.5 1 827 837 6.1 
1 001 to 2 000 ....... . 1 231 1.2 1 679 014 5.6 Illinois ............. .5 100 5.1 1 997 964 6.7 
2 001 and over ....... 669 .7 13 851 240 46.2 Florida ............. .4 029 4.0 917 519 3.1 

Total ........... 101 389 100.0 29 970 108 100.0 New York ........... .3 855 3.8 5 823 038 19.4 
Michigan ............ 2 894 2.8 842 665 2.8 
Balance of 

United States ...... 24 037 23.7 7 383 083 24.6 
Foreign ............. . 229 .2 50 631 .2 

Tbtal ........... 101 389 100.0 29 970 108 100.0
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Year 

1973 
1974 
1975 
1976 
1977 
1978

Book 
Value 

Year End 

$21.85 
21.84 
22.89 
23.87 
24.74 
25.99



NSP's Dividend Reinvestment and Stock Purchase Plan 
NSP's Dividend Reinvestment and Stock Purchase Plan has grown significantly since the 
introduction of a five percent discount feature. The number of common stock shares 
purchased through the Plan in 1978 was more than double the 1977 number. More than 
14,000 shareholders, holding about 11 percent of NSP's outstanding shares, are now 
participating in the Plan.  

This response has helped expand the proportion of common equity invested in 
the company. This improvement reduces the need for new and costly common stock 
issues.  

Another benefit is that shareholders can purchase additional shares of NSP 
common stock without paying brokerage commissions or service charges. Shareholders 
also receive a five percent discount on the investment date market price for common 
shares purchased through the reinvestment of common stock dividends. (Common stock 
shares purchased with preferred stock dividends or with optional cash payments are 
purchased at the full market price prevailing on the investment date.) 

There are three ways shareholders may participate in the Plan: 
1) Automatically reinvest quarterly dividends only.  
2) Continue to receive dividends by check on shares in possession, and make 

optional cash payments.  
3) Reinvest quarterly dividends and make optional cash payments.  
If you would like more information about the Plan, please return the attached 

postage-paid card. The information-and a prospectus-will be sent to you.  

Information on NSP 
More information about NSP operations may be obtained by writing to 
Roland W Comstock, Vice President-Communications, Northern States Power Company, 
414 Nicollet Mall, Minneapolis, Minnesota 55401, or by telephoning (800) 328-8226.  
(Minnesota residents call collect at (612) 330-6007.) 

Stock Information 
Information about your stock is available from Sue Blomquist, Administrator, Shareholder 

C- Relations, Northern States Power Company, 414 Nicollet Mall, Minneapolis, Minnesota 
55401, (800) 328-8226. (Minnesota residents call collect at (612) 330-5560.) A statistical 
supplement to this report is also available, as is a copy of NSP's annual report to the 
Securities and Exchange Commission, Form 10-K

This information is not an offer to sell, nor the solicitation of an offer to buy. The 
offer is made only by prospectus, which is available from NSP.

Shares purchased 

158,586 

335,091 

Invested amounts 
$4542 

1$8186 
(dollars in thousands) 

Dividend Reinvestment 
and Stock Purchase Plan 

Reinvested Optional cash 
dividends payments 

Fiscal Agents 

Northern States Power 
Company, Minnesota 

Registrars 
Common Stock 
Northwestern National Bank 
Minneapolis 

Preferred Stock 
First National Bank of Minneapolis 

1Transfer Agent 
Common and Preferred Stocks 
Northern States Power Company, 
414 Nicollet Mall, 
Minneapolis, Minnesota 55401 

Forwarding Agent 
Northwestern Trust Company, 
40 Wall Street, 
New York, New York 10005 

Trustee * Bonds 
Harris Trust and Savings Bank, 
Chicago 

Coupon Paying Agents * Bonds 
Harris Trust and Savings Bank, 
Chicago 

Irving Trust Company, New York 

Northern States Power 
Company, Wisconsin 

Trustee * Bonds 
First Wisconsin Trust Co., 
Milwaukee 

Coupon Paying Agents * Bonds 
First Wisconsin Trust Co., 
Milwaukee 

Harris Trust and Savings Bank, 
Chicago 
Irving Trust Company, New York 

Stock Exchange Listings 
Common stock is listed for trading 
on the New York Stock Exchange and 
the Midwest Stock Exchange. The 
ticker symbol is NSP. Preferred stock 
listed for trading on the New York 
Stock Exchange.
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