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Company Description
Northern States Power Company (Minnesota) and its
subsidiaries, Northern States Power Company (Wisconsin)
and Lake Superior District Power Company, together known
as NSP, serve an area of nearly 49,000 square miles in parts
of Minnesota, Wisconsin, North and South Dakota and
Michigan. The company generates, transmits and distributes
electric power to nearly 1.2 million customers and distributes
natural gas to more than 291,000 customers within its
service area. It also supplies telephone service in Minot,
North Dakota.
NSP, an Equal Opportunity employer, had 7,261 benefit
employees at December 31, 1982.

About the Cover
Just 100 years ago the rushing Mississippi powered the first
electric generating plant at St. Anthony Falls near NSP's
present hydroelectric facility. Minneapolis saw its first electric
lighting just two days after Thomas Edison's Pearl Street
generator began operation on Manhattan Island in New
York. Employee-volunteers planned and managed a
nostalgic three-day centennial celebration at St. Anthony
Falls to mark electric progress over the past century.
(Cover Photo by Greg Bissen).

Electric Service Area
Electric and Gas Service Area
Major Cities
345-ky and 500-ky lines
230-ky and under lines

1 Sherburne County (Sherco) (Coal) 1,402 megawatts (Mw)
2 Monticello (Nuclear) 536 Mw
3 Riverside (Coal) 277 Mw
4 Black Dog (Coal) 416 Mw
5 High Bridge (Coal) 339 Mw
6 Allen S. King (Coal) 560 Mw
7 Prairie Island (Nuclear) 1,003 Mw
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'.1982 Annual Report
Headlines:

Generating Availability High (page4)
Hydropower Marks Centennial (page6)
Gas Transfer Plan Implemented (page 7)
Process Steam Line Planned (page8)
Sherco 3 Certificate Granted (page9)
Rate Increases Less Than CPI (page 10)
NSP Stresses Conservation (page 11)
French Island Fuel Tests Promising (page 13)
Technology Speeds Drafting (page 14)

At NSP we believe success
must depend equally on a steady flow
of quality energy products and on
responsible processes to make and
deliver these to our customers. This
annual report is a 1982 summary of
NSP's continuous dedication to reliable
energy products and to the processes
that underlie the company's service to
its customers and shareholders.

Highlights:
1982

1981

Dividend rate at year end
.......................... $2.74
Earnings per share
...............................
4.79
Return on average common equity ................... 15.7%
Earnings available for common stock (millions) ......... . $ 144.0
Revenues (millions)
.............................
1 560.9
Total assets (millions)
............................ 3 196.9
Peak electric demand (thousands of kilowatts)
...
5 222
Electric retail use (millions of kilowatt-hours) ............. 22 594
Gas heating use (millions of cubic feet) ................ 51 030
Customers .................................
1 463 958
Benefit employees
............................... 7 261
Shares of common stock outstanding .............. 30 237 490
*3.9% weather normalized

$2.56
3.89
13.5%
$ 114.0
1 280.9
2860.1
4681
21 125
42 823
1 394 108
7 045
29334075

Percent
Increase
(Decrease)
7.0%
23.1
26.3
21.9
11.8
11.6*
7.0
19.2
5.0
3.1
3.1

Unless otherwise indicated, all
1982 financial and statistical data
inthis report include Lake Superior
District Power Company (LSDP).

The 1982 Revenue Dollar
Where it comes from...
Gas 240
Electric Residential 270
Electric Commercial & Industrial 401
Other 99

Where it goes...
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To Our Sharehojders:
1982 was a good year for Northern States Power
Company-for its shareholders, its customers and its
employees.
For our shareholders, we increased earnings per share
to $4.79 (up from $3.89 a year ago), producing a return on
common equity of 15.7 percent. This isparticularly
gratifying because it isthe level we have been striving to
reach. The year ended with our common stock selling at $30
ashare, an increase of 24.4 percent over the price ayear
earlier. InJune, for the sixth consecutive year directors
increased dividends on common stocks. The 7 percent
increase brought the annual rate to $2.74.
NSP customers shared the benefits of reliable service, a
cleaner environment and rates that are among the lowest in
the nation. In spite of a climate that issometimes hard on
electric transmission and distribution equipment, we're
dedicated to dependable customer service through careful
maintenance and rapid restoration of power.
Our customers prize their clean air and water and the
natural beauty of our landscape. So does NSP. That's why
we work constantly to accomplish electHc generation with
minimal effect upon clean air, water and wildlife. Since
1970, we have cut sulfur-dioxide emissions on the NSP
system by 55 percent while we increased our coal-fired
generation.
Arecent U.S.Department of Energy study of the rates
charged by the nation's 50 largest utility companies
confirmed our success in keeping customer electric costs
low. The study compared prices from 1964 through 1981
and various periods within that span of time. Among these
50 companies, NSP was the only utility whose real electric
prices, adjusted to account for inflation, decreased during
the entire period and each of the shorter intervals. Inreal
dollars, the DOE found, our electric customers paid 1.82
percent less in 1981 than in 1964. That's an extraordinary
accomplishment, one matched by very few necessities in our
economy.
It was a challenging year, too, for NSP employees. They
continued to sharpen their skills. Many are exploring new
applications for energy products. Others are studying
methods of load management that promise broader and
more productive use of our resources.

There are opportunities for acompany that actively
seeks them and isprepared to grasp them. NSP has both the
ability and the financial strength to pursue such challenges.
Three recent NSP programs are examples.
In 1982 we made use of the 1981 tax law change that
permitted tax-benefit transfers. This law allowed us to
purchase tax benefits (investment tax credits and
depreciation deductions) from companies that can't use
them. These purchases defer our income tax payments to
the future. This will help keep our customers' rates as low as
possible and also will contribute to the company's earnings.
Our long-planned affiliation with Lake Superior District
Power Company became a reality in 1982. LSDP isawinter
peaking company; its heaviest electric demand comes in the
coldest months. This affiliation helps balance the NSP
summer-peaking demand, improving our year-round
generating balance.
In 1982 we formed asubsidiary called NORENCO
Corporation to operate non-utility businesses. NORENCO's
first major project isselling steam through a 51/2-mile line
from an NSP coal-fired plant in St. Paul to a paper-processing
company. We estimate the return on equity for this
investment will be appropriately higher than we have been
earning from our regulated businesses. NORENCO's
management ispursuing other energy-related projects
aggressively.
At the close of the year, the commissioner of the
Minnesota Department of Energy, Planning and
Development (MDEPD) issued acertificate of need for
Sherco 3. NSP will share this 800-megawatt coal-fired
generating plant with two groups of municipal power
suppliers-Southern Minnesota and United Minnesota
Municipal Power Agencies.
Before hearings on the need certificate ended, NSP and
its partners made an agreement with two major intervenors
in the case: Minnesota Public Interest Research Group and
the staff of the MDEPD. We agreed on several stipulations,
including aJanuary 1, 1988, in-service date for Sherco 3.
Our agreement calls for NSP to extend, intensify and
initiate several measures to encourage public energy

Dividends Paid on Common Stock (By quarter)

Earnings Per Share (By quarter)

1

2

3

78 IMMM MM IM$2.11
.515 .515 .540 .540
$2.22

79
80

81

78

.540

m

M$2.35

.570

.570

.605

m

m

.605

.605

R$3.39
.59

1.02

$3.51

79
.89

.71

.59

80
$2.49

M

.640
.685

.49

.97

.89
$3.89*

81
.97

.74

1.22

.640
.685

$3.23*
.89

.605

$2.65
.640

.57

1.33

82
.640

E

M

1.21

.570

.570

.540

am

M

4

3

2

1

4

.96

82

$4.79*
1.66

.96

1.31

*Subject to Refund: 1980, 4q; 1981, 1Og; 1982, 11

.86

3

A Note:
conservation. It also requires us to redouble our efforts to
control generating plant emissions and continue to study the
feasibility of alternative energy resources.
The regulatory process leading to Sherco 3's
certification has been long and arduous, and we still must
secure environmental permits. However, we expect to
begin construction this year.
While we concentrated on NSP today and tomorrow,
we spent an enjoyable weekend looking back 100 years on
the centennial anniversary of hydroelectric power at St.
Anthony Falls in Minneapolis. The three-day nostalgic event,
planned and staffed by employee-volunteers, helped give
perspective to the wealth of electric power we take for
granted today.
This past year will be a "tough act to follow" financially
for NSR Itwill be difficult to turn in asignificant earnings
improvement on top of the big increase we recorded in
1982. In 1983 we expect hard times, continued
unemployment and under-utilization of manufacturing
capacity in our area and the nation. With continued low
levels of residential and commercial construction and a flat
economy, NSP cannot expect dramatic increases in energy
sales.
Our natural gas business, too, will see adifficult period
of adjustment to gradual deregulation. Natural gas isthe
premier fuel for heating. Inspite of recent price increases, it
still isthe residential heating customer's most economical
choice. And we're convinced this advantage will continue as
prices stablize in the marketplace.
We are convinced, too, that electricity will be the
dominant form of energy in the future. As the economy
gradually emerges from this recession, use of electricity will
increase, and we are committed to being ready to supply it.
We invite and encourage you to discover inthe pages
that follow the products and processes we develop and
improve each year.
Sincerely,

Don McCarthy
Chairman and Chief Executive Officer

Clayton K. Larson
President and Chief Operating Officer

I want you to know about some 1983 changes taking
place in NSP's executive management.
Ken Austin, LSDP chairman retired January 31, 1983,
after 36 years of contribution to that company. His patient
and skillful management smoothed the long path to our
affiliation with the company in 1982.
Clayt Larson, NSP president and chief operating officer,
will retire April 30 after many years of insightful leadership.
More than any other individual, Clayt shaped company
policies that gave us many of our present financial strengths.
He will leave the company a pattern of sound judgment
and asolid financial framework to build on.
The company will miss both Ken's and Clayt's counsel,
but they helped to develop and train employees who are
ready now to continue the work they began.
I join their large circle of NSP friends inthanking Ken
and Clayt for a pleasant and productive association and
wishing each of them a long and active retirement.
Sincerely,

Don McCarthy
Chairman and Chief Executive Officer

Donald W McCarthy, left, Chairman and Chief Executive Officer
with Clayton K.Larson, President and Chief Operating Officer.
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The Product:

Providing Electricity for 1.2 Million Customers

in spite of a sluggish economy, a hot and humid August 3
pushed our customers' demand for power to a record high.
Maximum demand reached 5,222 megawatts, surpassing
the old record set July 14, 1980, by 349 megawatts.
Operation of our coal, nuclear and hydro facilities,
supplemented by hydro power imported from Manitoba,
allowed us to meet this demand without resorting to
operation of expensive oil-fired generation.
The combination of a long, cold winter and hot, dry
summer led NSP customers to use 26,777 million kilowatt
hours (kwh) during the year, a3.9 percent increase over the
1981 total of 25,784 million kwh. Again, our favorable mix
of coal, nuclear and hydro generation-together with good
water conditions in Canada which made large amounts of
hydro power available to us-helped us supply customer
needs with very economical power.
Plant Performance Excels
Plant performance in 1982 was excellent. Operating
availability of our own three largest coal-fired generating
units averaged 86.1 percent. This compares to 78
percent for similar-size generating units, according to the
latest industry-wide statistics. Our two Sherburne County
(Sherco) units had outstanding records; they were
producing or ready to produce electric power 87.8 percent
and 88 percent of the year, respectively.
Nuclear plant availability averaged 80.8 percent, up
slightly from 77.5 percent in 1981. The latest available
industry average for nuclear plants, through June 1982, as
compiled by the Nuclear Regulatory Commission, was 63.8
percent. Our two Prairie Island reactors were particularly
excellent performers. Unit 1,at 90.9 percent availability, and
Unit 2, at 89.6 percent, were the third and fourth highest
among the 31 U.S.reactors manufactured by Westinghouse.
Repairs Extend Monticello Outage
A long outage of the Monticello reactor resulted in an
availability of 63.1 percent. We extended this outage

beyond its original schedule to repair several small cracks
which we found in the reactor recirculating system piping.
The stainless-steel alloy used to build the system has been
subject to this type of cracking. A number of similar reactors
experienced this problem, and Monticello isno exception.
Any leakage from the system would cause the reactor
to be shut down for repair, but it would not constitute a
hazard to the surrounding area, as apressure-tight
containment structure encloses the entire system.
Lengthy repairs involved restoring the strength of the
affected areas by overlaying them with a heavy welded
build-up. To avoid the need for similar time-consuming
repairs in the future, we plan to replace the piping during
future scheduled refueling outages.
Maintenance Keeps Power Costs Low
Maintaining a high level of plant availabilityJs extremely
important in providing low-cost power. If equipment
outages curtail our ability to generate electricity, we must
purchase these needs from others, often at higher cost.
Experienced, dedicated plant staffs and support
organizations work hard to keep every NSP facility ready to
produce. Preventive maintenance, carefully planned and
scheduled outages and application of state-of-the-art tools,
equipment and techniques help achieve these results. .
Maximum plant performance isimportant, but it never
overshadows attention to public health and safety or
operations in strict accordance with all regulatory
requirements.
At both nuclear and coal-fired generating plants, NSP is
equally dedicated to strict compliance with environmental
regulations.
Nuclear Plants Evaluated
During 1982 two outside organizations evaluated our
nuclear operations. The Institute of Nuclear Power
Operations conducted in-depth evaluations of both plants.

Energy Sources for ElectricGeneration

Plant Availability1982*
Fossil Fuel

NSP

86.1%

82
Coal 43%

Nuclear 38%

Hydro &
Other 19%*

Industry
82
(est)

NSP's King and Sherco Units
78.0%
National Avg.**

Coal 52%

Hydro &
I Other 12%
Nuclear 13%

Oil & Gas
23%

Nuclear
63.1%
Monticello

*Including Manitoba Hydro

90.9%
Prairie Island 1
89.6%
Prairie Island 2

Fuel Costs (Dollars per million Btus)

63.8%
1982

1983

1987

Annual
Growth
87/82

1.34

1.48

1.94

7.7%

Nuclear

.44

.49

.77

11.8%

All Fuels

.92

1.02

1.46

9.7%

coal

National Avg.t
*Plant availability isthe number of hours in a year a plant isavailable for service
divided by the total hours in a year.
**National Electric Reliability Council 10-year average.
tNuclear Regulatory Commission June 1982 data.
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This involved evaluation teams spending two weeks at each
nuclear plant reviewing many aspects of their operations.
The teams' findings were very favorable, and we are
implementing their recommendations for improvement.
___________________________________________

overall regulatoryperform...

ance at Monticelloand Prairie Island
continued to be one of the best in
Region Ill.' NRC says.
The Nuclear Regulatory Commission also evaluated
both plants from the regulatory viewpoint. Again, the
assessment was favorable. The regional director's transmittal
letter said "...it ismy view that Northern States Power
Company's overall regulatory performance at Monticello
and Prairie Island continued to be one of the best in Region
Ill."

Workers Get Constant Traiing
To achieve high-level performance in all areas, we must
properly train and constantly retrain our employees. Major
improvements inour ability to provide this training are under
way.
New training facilities at both Monticello and Praire
Island will include simulators for operators to hone their

skills incoping with all types of potential operating
problems. We expanded and improved our training facilities
at the Riverside plant in Minneapolis to increase our ability
to train operators for coal-fired plants, as well as craftsmen
in various maintenance skills.
Coal Transport Under Contract
fueluppl

reain

l roranesa

In late 1982 we concluded a 13-year transportation
contract with Burlington Northern Railroad to transport
more than 90 percent of our total coal needs from the

Huge equipment moves coal
quickly from a river barge to
the NSP Black Dog plant for
electric generation.
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Montana mines to our power plants. This was one of our
first such contracts with Burlington Northern, and we view it
as a positive step toward stabilizing our fuel transportation
costs.
Hydropower Marks 100th Anniversary
Just 100 years ago electric lights first brightened
Minneapolis near the St. Anthony Falls hydro generating
station. NSP employees-volunteers planned and staffed a
Labor Day weekend commemoration celebration that
attracted more than 25,000 persons to the riverfront site
where the NSP St. Anthony Falls plant operates today.
Visitors toured the modern hydro facility, shared ahuge
birthday cake and applauded music and costumes that
brought to mind the sights and sounds of 1882.
The original hydroelectric plant isgone, but its sturdy
successors still contribute to NSP's generating capacity. In
1982, hydro plants provided 97.5 percent of NSP
Wisconsin's total electric generation.
Workers recently completed a $1.3 million renovation
of the St. Croix Falls hydro plant next to a dam on the
Minnesota-Wisconsin border. With rejuvenation, the 1905
vintage plant has a spring and summer capacity of 24
megawatts and boasts a new substation.
The centennial year came close to setting records for
hydropower available in the Upper Midwest. NSP bought
more than 487,000 megawatt-hours of Upper Missouri
hydropower through Western Area Power Administration.
NSP Tests Unconventional Fuels
During the past year, we added wood as a significant fuel
for power generation. The French Island facility generated
nearly 28 million kwh using waste wood products to fuel its
new fluidized-bed combustor. Inaddition, the Bayfront plant
of LSDP generated nearly 40 million kwh by burning wood
wastes.
Waste Disposal Needs Continue
Disposal of both coal ash and nuclear high- and low-level
wastes are acontinuing concern, but 1982 saw some
encouraging developments. Fly ash and slag are both forms
of coal ash that have some commercial uses. Fly ash can
replace some cement in concrete; slag isa source of roofing
granules and also asubstitute for salt on slippery roads. We
market significant quantities for these purposes. For the
remainder, landfill sites are becoming increasingly difficult to
locate and license. A project isin progress now to open new
sites to provide for future needs.
Passage of long-awaited federal legislation establishing
a process and schedule for developing permanent disposal
sites for high-level nuclear wastes isheartening to the
nuclear industry. Much remains to be done, but at last there
isthe promise of a federal program to resolve the issue.
At the same time, there isprogress toward developing
new disposal sites for low-level nuclear wastes. Neighboring
states are forming regional compacts to resolve the issue.
We hope the Minnesota legislature will act to join such a
compact.

NSP Improves Transmission System
Major improvements are complete or in progress to
strengthen the NSP electric transmission system. The 115
kilovolt (kv) Red Rock-Crystal Cave line was reconductored
to increase its capacity. The Wisconsin Public Service
Commission ordered this reconductoring to defer building a
new 345-ky line from Minnesota to Eau Claire, Wis.
A new 21-mile, 345-ky line from the Sherco plant to
the Benton county substation isnearly complete. This joint
project involves NSP, Cooperative Power Association and
United Power Association and will strengthen greatly the
area's transmission system.
Construction crews early in 1983 began converting 56
miles of 34.5-ky and 69-ky transmission line to 11 5-ky line
between Ladysmith and Lugerville Junction, Wis. The area's
energy demand nearly exceeds the capacity of existing lines.
Work should be finished by late summer.
NSP, Partners to Share Sherco 3
NSP power production experts look forward to working with
Southern Minnesota and United Minnesota Municipal Power
Agencies when work resumes on the Sherco 3 generating
unit. Originally scheduled for service inthe early 1980s,
construction was postponed because of adeclining rate of
load growth. Target for the plant's completion now isset for
January 1988. For details about the certificate of need, see
page 9.

Workers shrouded inprotective clothing
replaced insulation batts
during a maintenance and inspection outage
at the Monticello nuclear generating plant.
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The Product: Distributing Natural Gas
Partial deregulation of wellhead prices, coupled with a
prolonged economic recession, caused much anxiety in the
natural gas industry in 1982. NSP worked intensively with
the industry's chain of producers, pipeline companies,
distributors and with our customers to help ease the
problems caused by rapidly increasing prices.
The company also worked with state and federal
regulatory agencies. We joined other natural gas
distributors, (as we have in each previous case), to intervene
in a rate case filed with the Federal Energy Regulatory
Commission (FERC) by Northern Natural Gas Company, one
of NSP's pipeline suppliers. The group was successful in
reducing the interim rate by $55 million. In Minnesota, we
negotiated with the Minnesota Public Utilities Commission
to decrease rates to interruptible natural gas customers as
the price differential between gas and competitive fuels
narrowed.
To help contain natural gas prices to our customers, we
curtailed the gas construction budget, gave weatherization
assistance to qualified customers and assisted with budget
payments for a growing number of customers unable to
cope with unexpectedly high heating bills.
Over the past two years, we have seen significant
increases in natural gas prices. We can trace the causes to
double-digit inflation in the late 1970s and early 1980s and
the effect of the Natural Gas Policy Act, which, as proposed,
has been successful in increasing natural gas supplies for
American consumers.

In spite ofprice increases, natural
gas remains the most economical
automatic heating fuel available to our
customers.
In spite of the price increases, natural gas remains the
most economical automatic heating fuel available to our
customers. At the end of 1982 in the St. Paul area, a typical
residential customer was saving more than 46 percent by
using natural gas instead of fuel oil.

Midwestern System Gets Price Relief
Until this year, NSP customers in the Red River Valley and
parts of Wisconsin received entirely Canadian gas from
Midwestern Gas Transmission Company. With Canadian gas
prices tied by formula to that country's petroleum import
prices, customers paid higher prices than those in areas NSP
serves with domestic gas.
Although the price difference between imported and
domestic gas is narrowing steadily, North Dakota customers
demanded that regulatory agencies there require NSP to
average, or "roll-in," gas prices between the two systems.
Minnesota regulators rejected this proposal, as did the North
Dakota Supreme Court.
NSP made an unusual proposal to the FERC. The
company would substitute some less-expensive gas from its
domestic supplier for part of the imported product on the

Midwestern system. Then it would sell the replaced
Canadian gas to the Tennessee Gas Transmission Company.
We implemented the transfer plan in June 1982. The result
was a 12 percent price cut to our Midwestern system
customers, narrowing the price gap between NSP's two
systems significantly.

1982 Weather Increased Sales
Weather made 1982 a good year for NSP's gas business.
With now-adequate supplies of natural gas, NSP (excluding
LSDP) had the largest single-day sendout in its history:
502,000 thousand cubic feet (mcf). This was 15 percent
higher than the sendout on any previous peak day. Cold
weather in January and February and an early fall resulted in
firm sales that were more than 13 percent (17.9 percent
with LSDP) over 1981.
Customer additions were down from 1981 because of
decreased home construction and fewer conversions from
other fuels. In spite of these factors, the company added
(including LSDP) more than 14,000 residential heating
customers and more than 2,000 commercial heating
customers. NSP now distributes natural gas to more than
287,000 customers in some 100 communities.

Customers are Conserving

The price affects customer use of natural gas. Overall, our
residential heating customers have been reducing their
weather-normalized use by 3 to 5 percent each year. For
example, the annual use by a typical residential heating
customer on the company's Northern Natural system in
Minnesota now is 136 mcf per year, down 26 mcf from just
five years ago. Conservation also shows in the commercial
and industrial markets. These customers not only are
weatherizing but, with gas industry help, are using gas more
efficiently in process applications.

NSP Looks for New Gas Markets

At the same time we negotiated to minimize prices to our
customers, we began an aggressive search for potential new
markets for economical use of this quality energy product.
Compressed natural gas (CNG) isa safe, comparatively
inexpensive fuel for motor vehicles. A standard gas main
delivers the product directly to the user's property, where a
compressor readies the gas for storage to operate motor
vehicles.
NSP converted a number of its own vans and three
quarter-ton trucks based at the Lakeland division to run on
CNG as a demonstration. We expect to cut these vehicles'
fuel costs in half by using CNG.
The company now is marketing the system to
metropolitan area government, school district, corporate,
taxi and other fleets. Not only will it cut fuel expenses to
about the equivalent of 79-cent-a-gallon gasoline (including
a 13-cent highway tax), but it also saves wear and
maintenance on the vehicles.
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The Product: 'EKploring New Energy Ventures
To enhance its steady growth pattern, NSP isexploring and
entering new markets that make creative use of its products
and expertise. New company business ventures will be
energy-related. They will draw on more varied uses of
energy production and distribution to market improved
energy efficiency.
NORENCO Corporation IsNew Subsidiary
NORENCO Corporation, a subsidiary formed to develop and
operate new businesses, will design, construct, own and
operate systems to provide both efficient energy and
energy-related services.

Hot, pressurizedsteam will travel
underground more than five miles in
new venture.
The new corporation will develop and operate new

businesses that complement or enhance NSP's primary
businesses, with the goal of making significant long-run
contributions to overall corporate financial performance. It

plans to concentrate efforts on opportunities best
conducted as unregulated businesses, but will assist the
parent company to develop qualified new, regulated
enterprises.

The subsidiary's first venture isa $40-million buried
pipeline to supply high-pressure steam to Champion
International Corporation. Completion is scheduled for

January 1984. The 5.5-mile high-pressure steam line will run
from the NSP High Bridge plant to Champion's packaging
division in St. Paul's Midway district. A 1982 agreement is
subject to NSP securing easements from the Milwaukee
Road and the City of St. Paul and necessary city permits. The
line will run along railroad right-of-way and cross St. Paul
streets. Steam from the High Bridge Plant should replace an
estimated $12 million annually in other forms of energy the
manufacturer has been using to make recycled boxboard,
consumer packages and corrugated shipping containers.
High-pressure, high-temperature steam will improve
Champion International's competitive position inthe paper
recycling industry, company officials said.

NSP To Manage Energy Park
The St. Paul Energy Park, a 218-acre development project by
the city and the Port of Authority of St. Paul, will draw on
NSP's energy expertise. Under contract with the Port
Authority, the company will operate and maintain the
Energy Park's district heating and cooling system.

St. Paul Energy Park will draw on
NSP know-how.
The plant includes four electric ground-water heat
pumps to produce chilled water for summer cooling and hot
water for winter heating. It will provide heat and air
conditioning to small businesses, housing, offices,
manufacturing and warehouse operations inside the Energy
Park. Acomputer there will read customer meters and
monitor and control individual buildings' heating, cooling
and security systems.
Environmental Compliance Aid Available
Complying with the laws and regulations that govern
utilities' environmental effects takes more than good
intentions. The voluminous testing, monitoring and
reporting to government agencies must follow strict
protocol and exact timing. With years of experience, NSP
developed a computerized system to analyze and organize
needs, then alert employees responsible for all facets of
compliance through the Environmental and Regulatory
Affairs Department.
The system now ismarketed to other utility companies,
complete with acomputer system and employee training to
familiarize staff members with procedures and appropriate
reporting forms. NSP follows through with consultants who
fine-tune complexities.
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The Process: Working to Build for a Cleaner Environment
Siting of NSP facilities and procedures that might affect the
environment are regulated intensively by various
commissions in the states we serve and by federal agencies
charged with supervising nuclear operations or
environmental matters. The company works closely with
each regulatory group to arrive at mutually satisfactory
rulings and complies with all pollution-control regulations
and guidelines. In some instances, we exceed requirements
to minimize damage to air and water quality.
Minnesota Issues Need Certificate for Sherco 3
Following one of the state's most thorough inquiries, the
Commissioner of the Minnesota Department of Energy,
Planning and Development (MDEPD) in December 1982
granted a certificate of need for the proposed Sherburne
County Unit 3(Sherco 3). The 800-megawatt (Mw) coal
fired electric generating plant to be built at Becker, Minn.,
will be shared by NSP (472 Mw), Southern Minnesota
Municipal Power Agency (300 Mw) and United Minnesota
Municipal Power Agency (28 Mw).

Completion of Sherco 3 willbe
another step in maintainingand
improvingair qualityby curbingreliance
on aging generatingplants.
Before the lengthly hearings concluded, the partners
agreed formally with two primary intervenors-Minnesota
Public Interest Research Group (MPIRG) and the staff of the
MDEPD on a plant in-service date of January 1, 1988. The
intervenors, who questioned need for this additional
capacity, agreed to withdraw from active intervention. The
commissioner denied another intervenor's subsequent
request for rehearing.
To shorten the hearing process, the partners, in turn,
agreed to initiate, continue or expand programs designed to
encourage energy conservation, work toward improved
pollution control and continue study of supplementary
energy sources.
NSP will:
a Not oppose continuing the Conservation Rate Break to
customers who limit electricity use,
a Extend its Appliance Rebate program,
a Expand the residential energy conservation audit
program,
a Continue to develop goals and plans for conservation,
load management and alternative sources of energy,
a Present a proposal to the Minnesota Public Utilities
Commission for requiring design standards for new,
electrically heated homes, and
a Establish a $500,000 interest-deferred weatherization
loan program for qualified low-income customers.

The company also agreed to seek regulatory approval
for further limitations on sulfur-dioxide emissions at its
Sherco 1and 2 units, study feasibility of installing fluidized
bed combustion at its Black Dog generating plant and make
emission control investments at other facilities. NSP will
work with the intervenors to study feasibility of wind and
solar electric generation.
After obtaining the remaining required permits, the
partners expect to begin construction of the $1billion
addition to the NSP Sherco complex inthe summer of 1983.
Completion of Sherco 3 will be another step in
maintaining and improving air quality by making the project
partners less reliant on older generating plants with less
efficient emissions controls.
This facility would help NSP to minimize cost to
customers and continue our record of supplying reliable
electric service at rates that are among the lowest of any
investor-owned utilities inthe country.
NSP Supports Emissions Controls
Because of the company's concerns about our environment,
we continue our comprehensive program of emissions
controls at NSP electric generating plants. Since 1970, we
have cut sulfur-dioxide emissions on the NSP system by 55
percent while we increased our coal-fired generation. We
accomplished this by switching to low-sulfur western coal at
our coal-fired units in the early 1970s and building scrubbers
at the Sherco 1and 2 plants.
Inaddition, we support major environmental research
programs with Electric Power Research Institute, the
University of Minnesota and others. Since 1976 NSP has
awarded more than a half-million dollars to study the role of
sulfur emissions and other pollutants in rain chemistry to
learn more about the causes and effects of acid rain.
The company supports further environmental research
and urges that the federal government continue its studies
of rain chemistry. Meanwhile, we encourage alternatives,
including conservation, that will reduce electric use.
Prairie Island Water System Under Way
Inthe future, our Prairie Island generating system will draw
water from the Mississippi River for cooling, bypass the
normal cooling-towers route and return heated water
directly to the river. The $19-million water intake and
discharge project will eliminate the expense of repeated
repairs to ice-damaged cooling towers and increase plant
efficiency, helping to extract more electric power from the
same amount of fuel. Increased efficiency from the new
system could add as much as 20 Mw to Prairie Island's
electric output.
This system will save more river fish; a new screening
system will lift them from the new water intake back into
the river and protect fish and wildlife from entering the
system.

10

The Process: Keeping Vital Energy Affordable
NSP constantly analyzes its rate structure to maintain
balance between the cost of producing and delivering the
products, affordable rates to customers and sufficient
revenues to provide a fair return to investors. A recent
Department of Energy study indicates NSP held the price line
more successfully than any of the 50 other largest U.S.
utilities. Our electric rates rose less than the Consumer Price
Index from 1964 to 1981 and for shorter intervals within the
study's span.

Rate Increases Sought

Of NSP's total 1982 revenues (excluding non-firm sales to
other utilities), 73.8 percent were in Minnesota's regulatory
jurisdiction, 13.4 percent in Wisconsin, 7.0 percent in North
Dakota, 2.6 percent in South Dakota, 0.6 percent in
Michigan and 2.6 percent under jurisdiction of the Federal
Energy Regulatory Commission (FERC).
Rate increases requested in previous years:
Granted
Requested
(Millions)

$ 56.4
$ 92.4
1977 ..............................
1.3
1.9
1978 .............................
4.8
7.4
19 79 ..............................
96.0
125.6
1980 ..............................
126.5
17 1.1
19 81 ..............................
The Minnesota Public Utilities Commission (MPUC)
issued an order for NSP's electric rate increase on June 25,
1982, granting a $80.5 million revenue increase, or 70
percent of NSP's request. An additional $6.7 million is
pending final litigation of Tyrone abandonment costs. The
MPUC granted the Company a 14.7 percent return on
common equity on a common equity ratio of 41.3 percent.
The MPUC's order of September 30, 1982, granted us a
natural gas rate increase of $13.8 million, or 86 percent of
our request. The order granted a 14.74 percent return on a
common equity ratio of 41.75 percent.
NSP currently has filed for increases in electric rates in
South Dakota and Wisconsin as well as a transmission
wheeling rate increase with the FERC, which regulates our
charges for transmitting electric power for others. In
addition to its electric retail filing, our Wisconsin company
has requested an increase in its retail natural gas rates. NSP
has requested a total revenue increase of $12.6 million in
1982, of which $11.6 million is pending regulatory action.

Tyrone Amortization

The FERC ruled in December, 1981, that NSP (Minnesota)
should pay NSP (Wisconsin) under their Coordinating
Agreement approximately 87 percent of the costs incurred
in the cancelled Tyrone Nuclear Plant. These costs total
about $67.1 million to be shared by the Minnesota and
Wisconsin companies. Under the FERC amortization
formula, the write-off period will be about nine years, rather
than the five years proposed by the Company. FERC's ruling
termed the Tyrone cancellation a prudent decision by NSP.
Lake Superior District Power Company's (LSDP) share of the
Tyrone cancellation costs amounts to $1.8 million.
The Ramsey County (Minnesota) District Court in 1982
reversed the MPUC's 1981 order, confirming the NSP
position that the FERC ruling isa determination of an
interstate wholesale electric rate, a matter of exclusive
federal jurisdiction. The MPUC later appealed the District
Court's ruling to the Minnesota Supreme Court. We expect
a decision by the Supreme Court by the end of 1983. NSP
continues to collect revenues, subject to refund, for Tyrone,
pending the final decision.

Energy Assistance Proposed

The company proposed an energy assistance program for
low-income customers as part of its Minnesota electric rate
case decided in 1982. This proposal would give low-income
customers a 25 percent reduction in electric rates, and all
customers would share the cost of this subsidy. Although
many agree that some accommodation is necessary for low
income customers, the proposal met strong opposition.
The concept remains an active issue with the MPUC,
but it took no action. Instead, the commission scheduled
hearings to gather information and opinion before
considering action that would apply to all regulated state
utilities. We expect customer inability to pay will continue to
be a public issue.

Late Payment Charges Authorized

To help reduce delinquent accounts and reimburse the
company for collections and interest costs, the company
asked authorization to collect late-payment charges in
Minnesota and the Dakotas. South Dakota regulators
agreed to a fee on unpaid balances beginning in November
1982 and Minnesota and North Dakota instituted a similar
fee beginning January 1983.

1982 Rate Increase Program
Requested

Annual Increase
Allowed

Pending

Effect On
1982
Revenues

Status

(Millions of Dollars)

Electric-Retail
South Dakota .................... $ 4.9
4.5
Wisconsin ......................
Lake Superior District Power ......... 1.0
Electric-Wheeling
.4
Minnesota ......................
Gas-Retail
Wisconsin .......................

1982Totals ...........................

$ 4.9
4.5
$ .9

Order expected 3-83

.4

Order expected 5-83

1.8

1.8

$12.6

$ .2

$ .9

$11.6

Order expected 5-83
Order expected 7-83
Order date 11-02-82

$ .2
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The Process:

Forging an Energy Partnership with Customers

Each of the company's 1.5 million customers relies on the
efficient operation and responsiveness of NSP divisions that
work directly with homes and businesses. For guidance and
interpretation of customer concerns, a consumer advisory
panel in Minnesota and an Advisory Board of Directors in
North Dakota meet regularly with company representatives
to discuss policy and operations and suggest changes to
improve service.
Periodic independent surveys of residential customer
attitudes monitor our effectiveness in dealing with the
public. A 1982 survey of Twin Cities metropolitan area
customers indicates a 73 percent overall positive rating of
NSP employee competence. Not surprisingly, the most
important items on consumers' agendas for NSP are
containing costs and keeping electric and natural gas rates
down.
Conservation Cuts Costs
Conservation by energy-users saves money two ways: It
keeps their own bills down and helps NSP delay the need to
build costly new generating facilities. An ongoing education
and service program by the company isslowing the increase
in individual energy use and cutting waste.

Energy conservationsaves money
for customers and NSP

Weather-normalized use per residential customer, excluding
LSDP, dropped 0.5 percent. Commercial and industrial
electric use, weather-normalized, increased 5.4 percent (2.6
percent excluding LSDP).
Natural gas customers, responding to higher prices,
worked hard at conservation. Total gas sales increased 0.3
percent on aweather-normalized basis. Excluding sales to
LSDP customers, weather-normalized total gas sales
decreased 5.3 percent.
NSP Teaches Conservation
The customer's first step toward serious trimming of energy
use isan NSP Energy Audit. This $10 investment can bring
high returns. Atrained auditor visits the home for a
thorough inspection of insulation, caulking, storm sash and
the furnace. A portable computer terminal provides an
immediate measurement of the current energy status,
recommends weatherizing and compares costs and benefits.
On the basis of cost-effectiveness, the resident makes the
decision on what improvements to make.
NSP isready to assist customers who want to cut
energy costs. Our Minneapolis Energy Learning Center
demonstrates do-it-yourself, inexpensive weatherizing as
well as complex improvements that might require a
contractor. For qualifying customers, loans are available to
do the work.

In 1982, residential customers used 7.8 percent more
electricity than the previous year. Of this amount, 3.1
percent isdue to the addition of LSDP to the NSP system.

New to a cold climate,
Southeast Asian customers
learned to caulk their homes
by practicing on cardboard
boxes at an NSP training session.
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In 1983, NSP-Wisconsin will build asuper-insulated
demonstration home in LaCrosse in cooperation with the
Western Wisconsin Technical Institute. Students will build the
house with NSP technical advice and financing to show
builders and prospective owners the latest developments in
energy-efficient construction.
Rebates Encourage Thrifty Appliances
Home appliances, too, can gobble energy needlessly. But
thrifty appliances often cost more to buy and less to
operate. To make it easier for customers to choose efficient
appliances, the company instituted a cash appliance-rebate
program. By the year's end, we received 11,300 applications
for rebates on customers' new, efficient appliances.

NSP programs assistcustomers
who want to cut their energy costs.
Energy-saving new home appliances qualify for NSP
rebates at the time of purchase. The company's cost to
encourage conservation ultimately should be less than the
cost of providing additional energy to power poorly
designed home appliances.
Budget Helper Smooths Bills
Seasonal fluctuation of energy bills makes it difficult for
some customers to meet high winter and summer monthly
payments. In 1982, 37 percent more customers accepted

Residential Electric Bills

500 kwh/month for selected cities-Dec. 1982*
New York City

$68.75

Boston

47.89

Philadelphia

44.74

Chicago

39.94

Houston

39.89

Phoenix

39.66

Milwaukee

34.30

Detroit

33.78

Mpls-St Paul

29.99

St. Louis

26.18

Portland

22.98

*Typical Bills include Fuel Clause Adjustments. Excludes State Sales Tax and City Fees.

NSP's invitation to use a Budget Helper plan to even out
costs throughout the year. Averaging annual energy costs,
with periodic review to reflect rate or use-pattern changes,
makes the monthly bill more predictable.
Inspite of our efforts to keep down rates, assist in
weatherizing and smooth payments, an increasing number
of customers find bill-paying difficult in an economic
recession. We work closely with any customer who declares
an inability to pay, and we are flexible in arranging payment
schedules customers can meet.
ASK NSP Has The Answers
Answers to customer energy questions are as near as the
telephone. By calling ASK NSP, anyone can hear recorded
information on more than 175 energy-related topics. Since
the program began in 1977, more than 271,000 callers got
either recorded or personal answers on energy concerns.
In 1982, ASK NSP's phone rang 102,510 times, a 29
percent increase over the previous year.

A trained NSP Energy Auditor measures windows
and checks for cracks in caulking as he assesses ways
to make a customer's home energy-efficient.

The Process:

Planning Ahead for Adequate Energy

For asuccessful utility company, "process" reaches far
beyond filling today's needs. Itstretches ahead to anticipate
tomorrow's requirements and ways to meet them. NSP
concentrates on the horizon of management and energy
methods to assure the flexibility and expertise that will be
needed. Research here covers a broad spectrum from studies
of corporate options to specific scientific inquiry.
Project 2000 Sets Goals
Through Project 2000, corporate planning in the coming
year will work to reinforce the company's already
commendable productivity. Employee health, internal
communication, supervisory practices and decision-making
skills all contribute to improved productivity.
NSP islaunching an ambitious program of education
and activities to improve employee health maintenance and
reduce work absences. Similarly, it will initiate company
wide programs for the remaining productivity areas.
In 1983, Project 2000 will reconsider corporate
structure and contemplate establishing profit centers within
the company. Other issues include expansion of services that
will better serve present customers within NSP's system.
The project's earlier studies of new business
development led to the formation of NORENCO
Corporation. (See page 8.)
New Methods Under Study
Our company continuously looks forward, studying and
testing ways to improve performance of existing plants,
methods of burning unconventional fuels and use of new
energy-conversion processes.
French Island's Novel Boiler Promising
In 1982 the experimental fluidized-bed boiler at Wisconsin's
French Island generating plant achieved an 84.7 percent
availability rating. Operators achieved this record inthe
initial test of the unusual process. The boiler consumed
47,000 tons of wood refuse, 113 tons of rubber and 1,263
tons of creosoted railroad ties-all otherwise waste
products. From this waste, the modified plant turned out
28,000 megawatt-hours of electricity.
Electric Power Research Institute (EPRI) participated in
funding the French Island test burn, using shredded,
discarded tires and old railroad ties, to see whether these are
suitable fuels for the combustor.
French Island isthe only U.S. example of a boiler using
atmospheric fluidized-bed combustion to produce electricity.
NSP also has started a preliminary engineering study of the
feasibility of refitting the far-larger pulverized coal-burning
Black Dog plant's Unit 2 with asimilar atmospheric fluidized
bed system. It would burn coal and use a limestone bed that
controls the release of sulfur oxides.
NSP Monitors Wind and Solar Energy
Athree-year, $350,000 project started in 1982 will measure
technical and economic feasibility of using wind to generate
electricity in NSP's service area. With a network of wind
monitoring stations in Minnesota, western Wisconsin, North
and South Dakota, we hope to learn more about wind
speed and direction, solar radiation, atmospheric pressure
and other meteorological statistics.
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The company will use this information to consider the
potential effectiveness of large wind machines (more than
100 kilowatts) as generating facilities. Results of the study
will be made available to residents considering installing
their own smaller wind generators.
Inthis study, partially funded by NSP, a 10-kilowatt
wind machine on an 80-foot tower at the University of
Minnesota St. Paul campus produced 300 to 600 kilowatt
hours of electricity monthly in 1982, feeding its output into
the NSP system.
At our Research Laboratory near downtown
Minneapolis, we are comparing the performance of
emerging solar technologies to existing, commercially
available systems. We are monitoring tvo kinds of solar heat
collectors and an array of photovoltaic cells to determine
how much usable energy they can supply at different times
and seasons. The study will consider the systems' durability
and ways of incorporating their energy output into the NSP
system.
Conservation Effects Under Study
NSP and the Oak Ridge National Laboratory are evaluating
energy savings that result from the company's home energy
audit recommendations and low-cost loan programs for
weatherization. They collected records of retrofit homes for
two years, compared energy use and will analyze results.
The program will help us recommend the most efficient and
cost-effective measures to homeowners.
Another evaluation will measure effects of the
company's appliance-rebate program that offers cash to
customers who select efficient home appliances.
Scrubber Sludge and Water Re-use Tested
Under company sponsorship, the University of Minnesota is
studying the soil-building effects of spreading farmland with
scrubber sludge, a mixture of fly ash, limestone and other
elements that scrubbers clean from the stack gas at NSP's
Sherco plants. Many soils need two elements of the
sludge-boron and lime.
If scientists can identify beneficial uses for sludge, it
should help farmers improve land and reduce the company's
sludge-storage problems.
Waste water from power plants, too, could be used to
irrigate farms, although this water has ahigh salt
concentration. Under a permit from the Minnesota Pollution
Control Agency, NSP issponsoring tests of an alternative to
discharging waste water into the Mississippi at the Sherco
plant. A three-year study by the University of Minnesota
indicates no crop-yield losses from use of such water, which
might offer economical irrigation for nearby farms.
Aquaculture Project Doing Well
Mid-1983 isthe target for final results of NSP's aquaculture,
or commercial fish culture, test. Catfish are thriving in warm
water from the Sherco generating plant. NSP istesting
whether the condenser-reject warm water speeds growth of
fish for human consumption.
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The Process: Training for Productivity with Today's Technology
To maintain and build greater efficiency, the company relies
upon technology that speeds and simplifies processes and
upon people who make these processes work. Both are
adaptable to new circumstances and new challenges and
dependable in carrying out today's tasks.
Computer technology makes it possible to direct, trace
and record corporate operations ranging from power
production to customer accounting. Sophisticated
technology also regulates natural-gas handling and delivery.
It speeds word processing, record-keeping and construction
drafting.
Engineering Drafting Gets An Assist
Engineering drawings are the basis for construction and
operation of every part of the complex system required to
produce and distribute electricity and gas. We must first
create, then update each drawing. A new computer-aided
drafting system, put in operation in 1982, can produce
many of these drawings faster and facilitate their later
revision.

With a computer'shelp, drafting
can be 10 to 15 times quicker.
Computer-aided drafting isat least twice as fast as
manual drafting. For some types of drawings, it is10 to 15
times faster. The computer's memory stores drawing
symbols and assemblies of symbols for automatic
reproduction.
When the system isfully operational, we will be able to
produce all types of drawings. With proper programming,
the touch of afinger will retrieve data immediately about
existing equipment-for example, the age, manufacturer,
voltage rating and capacity of atransformer.
To help keep track of engineering paperwork, NSP
experts adapted supermarket-style bar markings to a new

use. Each of the thousands of maps, charts and drawings is
coded individually. An electronic wand records each
document as it leaves the files, its location and the name of
the person using it. The system iscutting the time and
expense of locating vital documents.
New System Will Control Power Flow
A $20-million, 14-computer energy management system
(EMS) isnearly ready to control the flow of energy from
some 57 plants and 169 electrical generating units, through
more than 5,000 miles of transmission lines and 30,000
miles of distribution lines in NSP's electrical system and
natural gas network.

Ready for installation in 1983, the EMS iscustom
designed to serve NSP's specific needs. It will draw on past
experience and current weather conditions to predict energy
demand, then match electric generation closely to
anticipated needs. Because system-wide predictions will be
available 15 minutes in advance of demand, the company
will be able to determine and draw on the least-expensive
sources of power.
500 Will Complete In-Charge Training
Some 300 supervisory and in-charge persons inthe
company's Division Operations, Power Production,
Protection and Electric Maintenance sections in 1982
completed a training program that stresses leadership and
work values. By the end of 1983, about 500 bargaining unit
in-charge personnel should complete the course.
This new, professionally designed series of studies
resulted from recommendations by a committee that
considered how to improve supervisory responsibility. To
avoid disrupting work during the heavy construction season,
in-charge personnel attended one of two winter sessions.
NSP's diverse employee training maintains employees'
present skills and extends each worker's range of expertise.
Such versatility depends upon proper training in safety and
procedures for different tasks.
Nudear Education Never Ends
At the nuclear generating plants, employees study and
practice constantly to respond quickly and properly to every
theoretical combination of circumstances that might
threaten the plant's integrity. Each nuclear installation now
has a non-operating mock-up of the control room. There
employees practice procedures to cope with imaginary
situations. The Nuclear Regulatory Commission and Insititute
of Nuclear Power Operators observe and grade reactions to
hypothetical changes in plant operation. Performance at
mock-emergency tests at NSP plants continue to draw praise
from industry and regulatory observers.
Employees Volunteer Specialized Skills
NSP employees traditionally are generous in contributing
money to community service organizations. The company
encourages their support of local United Way campaigns
and volunteer service to nonprofit groups.
Through a growing Management Assistance Program
(MAP), workers lend their work skills, as well. Throughout
the year nonprofit groups request management, public
relations, accounting or other specialized consultants from
NSP and other participating corporations. Volunteers help
establish more efficient social and health services for their
communities through the company's MAP coordination.
Employee Fitness Program Launched
During 1983 NSP employees will participate in avoluntary
program to adopt and maintain healthful lifestyles. The
program will stress habits that will minimize illness
associated with nutrition, exercise and stress management.
Through self-responsibility, the company hopes to
encourage a better life for employee families and a more
productive work force.

The Process:
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Meeting Financial Objectives

Financial Objectives
NSP bases its financial objectives on the company's own
studies and on communications with bond rating agencies,
investment bankers, commercial bankers and rate-of-return
experts.
Generally, we design the objectives to provide a
reasonable return to shareholders and keep the overall cost
of money at the lowest level consistent with aflexible
financing position. Inthe long term, meeting these
objectives should keep customers' rates lower than
otherwise would be expected.
NSP's financial objectives assume, for the next ten
years, a general inflation rate of 7 percent and an escalation
of construction costs of 8.5 percent. We assume long-term
debt rates will range from present levels down to about 10.5
percent in 1992. As projections of economic, business and
risk levels change, NSP annually reviews and modifies its
objectives 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.

Earnings Per Share and Return on Equity
Objectives:
For each five-year span, earnings per share growth
either should average at least 6 to 7percent annually or
exceed the average growth rate for the electric utility
industry.
Return on equity should be higher than the average for
the electric utility industry and should approximate
returns earned by American industry.
Earnings per share growth depends largely upon the
return on common equity. (Return on common equity isthe
earnings available for common stock as apercentage of the
average amount of common equity invested.)
Our growth rate in earnings per share for the past five
years averaged 8.7 percent. This growth clearly meets the 6
to 7 percent objective. The growth rate for the industry for
the past five years isestimated to have averaged about 3-1/2
percent.
What about future earnings growth rates? During the
past few years the company has measured itself against the
standard of a rolling five-year average. If future inflation and
interest rates are at the assumed levels discussed at the
beginning of the financial objectives section, there isa
reasonable opportunity to achieve the 6to 7 percent five
year average growth rate until the mid-1 980s. But following
the outstanding earnings of 1982, it isunlikely that earnings
per share will grow at the 6 to 7 percent rate on ayear-to
year basis. Inthe last half of the 1980s, assuming the

Earnings per Share / Dividends Declared /
Return on Equity
Eamings9

Return on Equity

Dividends Declared
77

$2.86

Return
on Equity
11.8%

$3.39

13.3%

$3.51

13.2%

$3.23**

11.7%

$3.89**

13.5%

$4.79**
A

15.7%

l5er Share

$2.03

78

--

$2.135

79

16
14

$2.25
80
$2.385
81
$2.525
82

1
$2.695

10
77

=

78

79

NSP

80

-

81

82

Industry

*5 Year Least Squares Annual EPS Growth Rate
**Subject to Refund: 1980,49; 1981, 10g; 1982, 119

Quality ofEarnings- 1982
NSP
Cash Dividend Coverage

Industry Est

4.9x

2.5x

AFC* as a Percent of Earnings

13.6%

42%

Effective Income Tax Rate

49.1%

36%

*Allowance for funds used during construction
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economic conditions we predict, sustainable earnings per
share growth rates likely will be in the 4 to 6 percent range.
The return on equity for NSP consistently has been
better than the average for the electric utility industry. Our
objective isto continue to do better.
We believe that the electric utility industry has
approximately the same investment risk as American
industry. Therefore, we also will strive to achieve returns on
equity which, over a period of years, approximate the
average returns earned by American industry.
Moreover, the quality of NSP's earnings continues to be
better than that of the electric utility industry.
Dividend Policy
Objectives:
Our goals are apayout ratio of 65 to 70 percent and
regular common stock dividend increases.
We base NSP's dividend policy on an earnings payout of
65 to 70 percent. While the payout percentage on ayear-to
year basis might be more or less than the objective range, on
average it should be within it. The 1982 payout ratio was
only 56 percent.

Annual Dividend Increases
June
78

+104

79

+120

80

+149

81

+ 14g

82

+184

Capital Structure

1982

Objective

Common Equity

40%

40-45%

Preferred Stock

10

9-12

Debt

50

45-50

in each of the past six years, NSP directors increased
dividends at their June meeting. Management intends to
continue to increase dividends as regularly as possible.
Although external influences, such as interest rate
levels, affect the marketability and market price of NSP's
common stock, the two most important factors influenced
by NSP are dividend policy and earnings-per-share growth. If
we achieve our earnings-per-share growth objectives, the
company's dividend policy will help insure fair treatment for
shareholders and good markets for sales of new common
stock.
Capital Structure
Objective:
The company seeks to maintain common equity at 40
to 45 percent of the total capital invested.
Capital structure isthe total amount of money invested
in the company through various securities and retained
earnings. A large amount of common equity assures greater
flexibility for NSP and protection for its creditors.
NSP achieved its capital structure objectives in 1978 and
has maintained them since that time. Our capital structure,
with 40 percent common equity and 50 percent debt, is
estimated to be at least as strong as that of the electric
utility industry. Cash generated from investments intax
benefit transfers will reduce short-term debt by about $60
million in 1983 and increase our common equity ratio.
Bond Interest Coverage
Objective:
To maintain a firm double-A rating and assure financial
flexibility, the company's pre-tax bond interest coverage
should be at least 3.75 to 4.75 times expected interest
charges.
In 1966, NSP's bond interest coverage was 5.6 times
interest charges. Our coverage dropped significantly during
the 1967-74 period of high inflation and large construction
programs. This decline was an industry-wide problem and
the ratings of many utilities dropped during this time.
NSP has maintained its ratings and improved interest
coverage substantially since 1974 by expanding the
proportion of common equity in its capital structure and by
increasing the return on common equity. Our present
coverage is4.4 times, while comparable utilities now have
an average coverage of about 3-1/2 times.
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Construction and Financing
1982 Financing
Internally generated funds provided 62 percent of NSP's
construction expenditures. We met the balance of the
requirement from: the sale of $30 million of first mortgage
bonds issued by the Wisconsin Company, about $3million
of tax-exempt financing proceeds, about $8 million of
reinvested dividends and by increasing short-term debt by
$93 million. The purchase of tax-benefit transfer
leases in 1982 resulted in a net cash requirement of $49
million. The Management's Discussion and Analysis of
Financial Condition explains the advantages of tax-benefit
transfer leases to NSP.
1983 Financing
Ve expect 1983 construction requirements to be covered by
internal funds generation. Further, we estimate NSP will be
able to reduce short-term debt balances by about $89
million. The 1981 and 1982 purchases of tax-benefit transfer
leases will reduce 1983 cash requirements by $60 million. In
1983 we expect to receive one-time payments totaling $65
million from the Southern Minnesota Municipal Power
Agency and the United Minnesota Municipal Power Agency.
These payments are for their shares of the accumulated
construction expenditures for Sherco 3. Inthe future, NSP
and its partners each will pay a pro-rata share of Sherco 3
expenditures. Inaddition, we expect to obtain $10 million
from reinvested dividends and $4 million from tax-exempt
financing proceeds.

Long-Range Forecast
NSP estimates construction expenditures for the 1983-87
period at $2.0 billion. For the following five years from 1988
through 1992, we estimate construction expenditures to be
about $3.2 billion. We expect internal funds generation to
be about 95 percent of construction expenditures inthe first
five-year period and about 65 percent inthe second five
year period. Because of the high internal generation of
funds and the company's overall strong financial position,
we are in an excellent position to serve the growing needs of
our service area.

ConstructionExpenditures and Sources of Funds

Tax Benefit Transfers(cumulative Cash Position)

(Dollars in millions)

1982

1983 (est.)

Construction Expenditures

$291

$280

Sources:
Internal Operations
Tax-Benefit Transfers
Financing
Total

$206
(49)
134
$291

$295
60
(75)
$280

(Dollarsin millions)
180
120

1

60

- 60
-120
81
82
End of year

ConstructionExpenditures and Sources of Funds
Construction Expenditures
83-87
Sources of Funds

50%

1981/1982
NSP Investment
Property Cost

$2.0 billion
20%

30%
$2.0 billion

83-87
internal 95% External

Construction Expenditures

$3.2 billion

88-92
Sources of Funds
88-92

-

45%

20%
Internal 65%

New Generating Capacity
Nuclear Fuel
Other Electric, Gas, Telephone and Steam

35%
$3.2 billion
External

83

84

$164
$631

85

86

87

88

89

90

Benefits
1981/82 Tax Deferral
1983/87 Cash Flow

$110
$210

1988/92 Cash Flow

($50)

91

92
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Outlook for the Future

NSP's financial strength, its earnings performance and its
relatively low electric rates are the envy of most investor
owned utilities. How did NSP achieve this performance?
Some of the major factors include a commitment to low
cost coal-fired and nuclear generation, better-than-average
operating availability of generating plants, the Manitoba
Hydro Interconnection and operating and construction cost
controls.
NSP iscommitted to maintaining low rates for its
customers, earning a fair return for its investors and
providing competitive salaries for its employees. To fulfill
these commitments, it is crucial that we maintain our
competitive position with other fuels.
Our present competitive position isvery good. Our
long-range forecast of new power plant construction,
financing and projected fuel costs indicates that NSP~s
electric rates will continue to increase more slowly than
inflation and projected utility industry rates.
NSP is convinced that large price increases in the
industry in recent years depressed sales growth and,
ultimately, adversely affected earnings. By maintaining or
improving our competitive position, we are countering this
trend. With emphasis on load management and managed
sales growth, the company expects to be able to hold rate
increases to a minimum while maintaining its financial
strength and flexibility.
During recent years,' NSP capitalized on four major
opportunities designed to enhance its competitive and
financial performance.
a Construction of the 500-ky transmission line
interconnection with Manitoba Hydro isan example of
taking advantage of an exceilent opportunity. NSP's
contract with Manitoba Hydro is designed to supply our
system with 500 Mw of inexpensive capacity at the time

of our summer peak, including an exchange for 300 Mw
which we agreed to supply to Manitoba Hydro during its
winter peak. During our 1982 summer peak, we received
925 Mw, almost double the amount guaranteed under the
contract. In 1982, we purchased 3,950 gigawatt-hours of
energy (15 percent of sales) from Manitoba Hydro, saving
our customers $26 million.
m Another example isthe affiliation with Lake Superior
District Power Company. LSDP's service area is large. It isa
winter-peaking utility, while the rest of NSP is summer
peaking. We believe that the combined companies will
improve efficiency. We already have reduced LSDP's
electric rates by 8 percent.
a NSP was one of the first utilities to invest in tax-benefit
transfers. By the end of 1982, we had invested $164
million. The value of the related property totaled $631
million. These investments defer our current tax liability
for 1982 and 1981 by about $110 million. We expect to
defer taxes for the period 1983 through 1987 by about
$210 million. From 1988 through 1992, $50 million of
these deferred taxes will come due.
" We established a subsidiary, NORENCO Corporation, as a
profit center for non-utility business. Activities of this
subsidiary will not be directly regulated, although we will
continue to work with the Minnesota Public Utilities
Commission. We firmly believe that this diversification
into non-regulated business will improve our financial
position.
NSP is in an excellent strategic position to take
advantage of tomorrow's opportunities. The company has
shown it has the perception to pursue the right
opportunities, carefully selected to strengtHen our earnings
performance and keep the cost of our products competitive.

Industry Performance
In 1982 electric utility industry earnings per share
increased about 8 percent. The earnings increase
indicates an improvement in the performance of
electric utilities. Rate increases and decreased
construction expenditures were major factors in the
improved utility picture.
With reduced construction and increased revenues,
debt protection and the quality of earnings for utility
companies has improved. Interest coverage increased
from 2.5 times in 1981 to about 2.7 times in 1982.
Allowance for funds used during construction has
become a slightly smaller portion of the average
utility's earnings per share, which indicates an
improvement in the quality of earnings.
Rate increases granted in 1981 and 1982 boosted
earnings of the industry in 1982. Return on equity
moved up from 12-1/2 percent in 1981 to about 13-1/2

to 14 percent in 1982. The ratio of market price to
book value moved from 76 percent in 1981 to about 95
percent in late 1982. Further signs of improvement
were increased dividends and a decreasing dividend
payout ratio, which moved from 77 percent in 1981 to
about 74 percent in 1982. This decreasing payout ratio
suggests the potential for faster earnings and dividend
growth.
While financial performance for the industry has
improved, it still is not adequate. The electric utility
industry return on equity is still significantly below the
normal range for American industry. If utility stocks are
to be competitive in the securities market, commissions
must continue to be responsive to the industry's needs.
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Directors and Officers
(As of December 31, 1982)

Directors of the
Minnesota Company

David A. Christensen (47)*

Robert E.Haugan (65)*

President and
Chief Executive Officer
Raven Industries, Incorporated
(Manufacturers of reinforced
plastics, sportswear and
electronic equipment)
Sioux Falls, South Dakota

Board Chairman and
Chief Executive Officer
The Webb Company
(Printing and publishing)
St. Paul, Minnesota

W. John Driscoll (53)*
President, Rock Island
Company
(Private investment firm)
St. Paul, Minnesota

N.Bud Grossman (61)*
Board Chairman and
Chief Executive Officer
Gelco Corporation
(Transportation leasing,
management and corporate
services firm)
Eden Prairie, Minnesota

Dale L.Haakenstad (54)*
Chairman and
Chief Executive Officer
Western States Life Insurance
Company
(Life Insurance Company)
Fargo, North Dakota

Principal Officers of
the Minnesota
Company

Roy H.Berglund (57),

Vice President-Commercial
Operations

Craig J.Blair (39)t,
Vice President-Personnel

President and
Chief Operating Officer
Northern States Power
Company
Minneapolis, Minnesota

Richard H.Magnuson (57)
Senior Vice President and
General Counsel
Land O'Lakes, Incorporated
(Food processing, marketing
and agricultural services
cooperative)
Arden Hills, Minnesota

Donald W. McCarthy (60)
Board Chairman and
Chief Executive Officer
Northern States Power
Company
Minneapolis, Minnesota

M. D.McVay (64)

Arthur V. Dienhart (62),

EdwardfC. Glass (60),

Clayton K.Larson (64),
Donald W. McCarthy (60),

Dorothy J.Skwiera (46)
St. Paul, Minnesota

Retired Chairman of the Board
Northern States Power
Company
Minneapolis, Minnesota

Vice President-Law

Bruce A. Richard (53),
Senior Vice President
Corporate Affairs

Harriet B.Rogge (56),
Vice President-Administration
Harry W. Spell (59),
Senior Vice President-Finance

Rosanne Giombolini,
Assistant Secretary

Gerald S.Pettersen (51),

Assistant Secretary

Controller

Ralph 0. Duncanson (57),

Vice President-Gas Planning
and Supply

Member of Finance-Audit
Committee
t Elected May, 1982

President
Mankato State University
(Institution of higher
education)
Mankato, Minnesota
D. B.(Rhiny) Reinhart (62)
President
Gateway Foods, Incorporated
(Wholesale food distributor)
La Crosse, Wisconsin

Chairman of the Board and
Chief Executive Officer

Vice President-Plant
Engineering and Construction
Senior Vice President-Division
Operations

Margaret R.Preska (44)

Arthur R.Renquist (62),

Senior Vice President-Power
Supply

President and
Chief Operating Officer

Vice President and Treasurer

President and Chairman
Farmers and Merchants State
Bank
(Commercial bank)
Springfield, Minnesota

Dennis E.Gilberts (51),

Roland W. Comstock (52),
James 0. Cox (55),

G.M. Pieschel (55)

Chairman Emeritus
Robert H. Engels (72)

Arland D. Brusven, (50),

Vice President-Public Affairs

Board Chairman and
Chief Executive Officer
International Multifoods
Corporation
(Food processing and
marketing company)
Minneapolis, Minnesota

President
Cargill, Incorporated
(International merchant, food,
milling and shipping enterprise)
Minneapolis, Minnesota

Vice President-Corporate
Planning and Development

Secretary and Financial
Counsel

*

Clayton K.Larson (64)

William G.Phillips (62)

Robert E.Pile (60),

Shirley L.Grich.
E.J.Hall,

Assistant Treasurer
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Directors of the
Wisconsin Company

Harry W. Spell (59)

John L.Carroll (66)

Ray A. Larson, Jr. (53)*

Retired President and
Chief Executive Officer
Northern States Power
Company (Wisconsin)
Eau Claire, Wisconsin
Chauncey J. Cooke (63)*
Farmer
Eau Claire, Wisconsin

President
Wissota Sand and Gravel
Company
Eau Claire, Wisconsin

Senior Vice President-Finance
Northern States Power
Company (Minnesota)
Minneapolis, Minnesota

D.B.(Rhiny) Reinhart (62)*

Edwin M. Theisen (52)

President
Gateway Foods, Incorporated
La Crosse, Wisconsin

Clayton K.Larson (64)

Richard L.Roehrich (58)

President and
Chief Executive Officer
Northern States Power
Company (Wisconsin)
Eau Claire, Wisconsin

President and
Chief Operating Officer
Northern States Power
Company (Minnesota)
Minneapolis, Minnesota

Vice President-Administrative
Services
Northern States Power
Company (Wisconsin)
Eau Claire, Wisconsin

Principal Officers of the

V. E.Beacom (53), Vice

Donald P.Jolstad (53),

Edwin M. Theisen (52),

Wisconsin Company

President-Commercial and
Division Operations

Secretary and
Assistant Treasurer

President and Chief Executive
Officer

Roland J.Jensen (53), Vice

John L Koplin (49), Treasurer
Richard L.Roehrich (58), Vice

Glenn B.Thorsen (48),

President-Administrative
Services

Irene Shiffer,

President-Power Supply

Vice President-Finance
Assistant Secretary

Directors of Lake
Superior District Power
Company

Kendall S.Austin (62)

Malcolm McLean (54)*

Edwin M. Theisen (52)

Board Chairman and
Chief Executive Officer
Lake Superior District Power
Company
Ashland, Wisconsin
Donald W. McCarthy (60)
Board Chairman and
Chief Executive Officer
Northern States Power
Company
Minneapolis, Minnesota

President
Northland College
(Institution of higher
education)
Ashland, Wisconsin
P.A. Risberg (65)*
Realtor and Attorney
(Real Estate)
Hayward, Wisconsin

President and
Chief Executive Officer
Northern States Power
Company-Wisconsin
Eau Claire, Wisconsin
Alfred Wright (66)*
Retired Manager
American Cablevision
Ironwood, Michigan

Principal Officers of Lake

Kendall S.Austin (62)
Board Chairman and
Chief Executive Officer

Roland J.Jensen (53)
Vice President-Power Supply

Vincent E.Beacom (53)

Vice President-Administrative
Services

Glenn B.Thorsen (48)
Vice President-Finance,
Secretary & Treasurer
JoAnne C.Hall
Assistant Secretary

Edwin M.Theisen (52)

David M. Pocernich

Superior District Power
Company

Vice President-Commercial and
Division Operations

Richard L.Roehrich (58)

President and
Chief Operating Officer

*Audit Committee member

Assistant Treasurer
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Management's Discussion and Analysis of
Financial Condition and Results of Operations
NSP's 1982 earnings per share were $4.79, up 90 cents
from the $3.89 per share earned in 1981 and up $1.56 from
the $3.23 earned in 1980. The earnings increase in 1982
was due to electric and gas rate increases implemented
during 1981 and 1982 and increased electric and gas sales.
Of 1982 earnings, 11 cents issubject to refund. All of this
amount isrelated to the cancelled Tyrone nuclear plant. (See
Notes 2 and 8 to the financial statements for afurther
discussion of revenue subject to refund and the Tyrone
nuclear plant abandonment.)

Electric Sales and Revenues

Total retail electric sales increased 7.0 percent for 1982 over
1981. The primary reasons for this increase were the
addition of Lake Superior District Power Company (LSDP) to
the NSP system in 1982, the favorable impact of abnormal
weather and a 1.1 percent increase in the average number
of retail customers.
Excluding the impact of LSDP customers, weather
adjusted retail sales growth was 1.9 percent. The rate of
increase in new retail customers has dropped consistently
over the past few years (2.3 percent in 1980, 1.6 percent in
1981 and 1.1 percent in 1982) due to the continued
decrease in the new housing market and the prolonged
recession. Excluding LSDP, weather-adjusted sales to
customers who heat their homes with electricity increased 3
percent during 1982 due to an 8 percent increase inthe
number of these residential customers.
Commercial and industrial sales have been affected
both by weather and the prolonged economic recession.

ElectricRetail Sales Growth Rates (Annual % Increase)

1982 ElectricSales Growth

Actuall
80

2.1%

81

0.6%

82

4.0%
7.0%

Weather Adjusted
80

2.6%

81

2.2%

82

1.
4.8%

*Exdudes LSDP

Weather-adjusted megawatt-hour sales to commercial and
industrial customers increased by 5.4 percent over 1981.
Excluding sales to LSDP customers, the increase was only 2.6
percent.
On aweather-adjusted basis, megawatt-hour sales to
retail customers (excluding LSDP) have grown at an average
rate of only 2.2 percent over the past three years. Extreme
weather conditions influence retail sales because electric
energy isused for summer air conditioning and winter
heating. The abnormally cold weather experienced during
the first quarter of 1982 and the warmer-than-normal
August of 1982 had a significant impact on the rate of
growth in retail sales.
Growth inelectric sales in 1982 added $76 million to
electric revenue. The remaining increase in electric revenue
was due to higher rates and fuel clause revenues. During
1981, NSP filed for higher rates in each jurisdiction,
reflecting annual increases of $152.1 million. As a result of
these filings, we collected approximately $112 million in
1982, an increase of $91 million over what we collected in
1981. We requested annual rate increases of $10.8 million
in 1982; however, these rate increases did not have any
impact on 1982.

Actual
Residential
Commercial & Industrial
Retail

Total NSP
System
7.8%
6.1
7.0

Weather Normalized
Residential
Commercial & Industrial
Retail

NSP System
Excluding LSDP
4.7%
3.3
4.0

2.6
5.4
4.8

-0.5
2.6
1.9

Summary of Electric Revenue Increases
(Dollars in millons)

1981/80

1982/81

Sales Increases

$4

$ 76

Rate Increases

80

91

Fuel Clause and Other

(1)
$83

13
$180

22

I

Gas Sales and Revenues
Gas sales are categorized as firm sales (primarily to heating
customers) or interruptible sales (to customers with an
alternate energy supply). Firm mcf sales increased 17.9
percent for 1982 over 1981. Of this amount, 4.9 percent
resulted from the addition of LSDP to the NSP system. The
remaining increase was due to the extremely cold weather
during the first quarter of 1982.
On a weather-adjusted basis, firm gas sales, excluding
LSDP, actually declined 1.3 percent from 1981. Weather
adjusted gas sales to residential heating customers,
excluding LSDP, dropped 4.9 percent due to the continuing
decline in use per customer. Weather-adjusted use per
residential customer, excluding LSDP, dropped 4.3 percent in
1980, 5.3 percent in 1981 and 7.0 percent in 1982 as
rapidly escalating prices continued to encourage customer
conservation efforts. The average number of residential
heating customers increased approximately 6.6 percent in
1982, 4.2 percent due to the addition of LSDP to the NSP
system.
Interruptible gas sales declined by 6.9 percent from
1981 primarily because alternative fuels were available at
prices relatively lower than our interruptible gas prices. The
sluggish economy also was a factor. Excluding sales to LSDP
customers, the decrease in interruptible sales was 15.0
percent.

Firm Gas Sales Growth Rates
Actual

0

80

-7.1%

81

-5.7%

82

13.0%*
17.9%

Weather Adjusted
80

1.5%

i

81

0.0%

82

1.3%*

3.2%

*Excludes LSDP

Summary of Gas Revenue Increases
(Doflars in mRions)

1981/80

1982/81

Sates Increases

$(12)

$ 35

Rate Increases

6

13

Gas Purchased for Resale Recovery

44
$38

53
$101

Increased gas sales contributed $35 million to the 1982
gas revenue increase of $101 million. The balance came
from rate increases and recovery of the increased cost of
purchased gas. The increased cost of purchased gas
recovered from our customers amounted to $53 million,
while the effect of 1981 rate increases raised 1982 revenues
$13 million.
Electric Production Expense
Electric production expense, which includes fuel for electric
generation and purchased and interchange power, increased
17.3 percent in 1982. The major reasons for the increase
were greater energy requirements as a result of abnormal
weather and increased fuel costs per kilowatt-hour (kwh).
The cost per kwh of energy from coal increased 18 percent
in 1982 and the unit cost of energy purchased from
Manitoba Hydro increased 7 percent. A decrease of 4
percent in the cost per kwh of nuclear fuel partially offset
the effect of these increases.
Gas Purchased for Resale
Gas purchased for resale increased $74 million in 1982. Of
this amount, $28 million isthe result of greater purchases to
meet the needs of customers. The remaining $46 million is
due to increases in the cost of gas from our suppliers,
Northern Natural Gas Co. and Midwestern Gas Transmission
Co. We recover the increases in the cost of purchased gas
from retail customers through a purchased-gas adjustment
clause. These increases continue to encourage customer
energy conservation efforts.
Administrative and General,
Other Operation and Maintenance
These expenses in total increased 19.9 percent in 1982, 11.9
percent in 1981 and 20.9 percent in 1980' Of the 19.9
percent increase, 4.0 percent isdue to the acquisition of
LSDR A major portion of the remaining increase is
attributable to increased operating and maintenance activity
at generating plants. Labor costs were higher in all areas due
to ageneral wage increase and escalating costs for pensions
and medical insurance. Administrative and general expense
also was higher due to increased provisions for uncollectible
accounts.
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Depredation and Amortization
Depreciation and Amortization costs increased $30.4
million, or 29.6 percent during 1982. Two main factors
caused the increase. First, an adjustment for the Tyrone
nuclear plant cancellation reduced amortization by $17.4
million in 1981. We had been amortizing the loss from
Tyrone based on a five-year amortization period. In1981 the
Federal Energy Regulatory Commission issued an order
requiring amortization of the loss at a rate of $7.5 million
per year over approximately anine-year period. Second,
depreciation increased in 1982 due to a 1981 change in the
method of recovering nuclear decommissioning costs. The
depreciation for 1982 reflects afull year of recovery under
the new method.
Property and General Taxes
Property and general taxes increased $10.1 million over
1981. Property taxes increased 8 percent over 1981 due
primarily to increased mill rates. General taxes increased as a
result of increased sales revenue.
Impact of Inflation
See Note 14 to the financial statements for adiscussion of
the impact of inflation on NSP.
Capital Resources
NSP has a continuing need for capital to finance its
construction program. In 1982 construction expenditures
were $291 million, of which 62 percent was provided by
internally grenerated funds. The 1983 estimated construction
expenditures are $280 million and estimated expenditures
for the five-year period 1983-1987 are $2.0 billion. We
estimate that NSP will meet 100 percent of 1983
expenditures and 95 percent of 1983-1987 expenditures
from internally generated funds.
Inaddition to the construction program, NSP will need
$54 million during the five-year period 1983-1987 to retire
maturing first mortgage bonds and meet the sinking-fund
requirements of preferred stock and first mortgage bonds.
For the affiliation with LSDP NSP exchanged common
stock held in treasury for the common stock of LSDP. NSP
also issued $8 million of new common stock in 1982 for its
Dividend Reinvestment and Stock Purchase program.
During 1982, the Wisconsin Company issued $30 million
of first mortgage bonds. These bonds have a 30-year
maturity and a cost to NSP of 16.4 percent.

Under the Safe Harbor Lease provisions of the Economic
Recovery Tax Act of 1981, NSP purchased income tax
benefits (investment tax credits and tax depreciation) related
to equipment purchased and built by other companies.
These Safe Harbor Lease provisions allow companies that
currently cannot use their tax benefits on new property to
sell the tax benefits to a company that can use them. NSP
has spent $164 million to date for tax benefits on $631
million of property owned by other companies. These
purchases of tax benefits enabled NSP to defer a total of
$110 million of current income taxes in 1981 and 1982. We
expect that for the 1983-1987 period, NSP will be able to
defer an additional $210 million of current income taxes.
These deferred taxes will be paid beginning in 1986 and
continuing until the termination of the leases. The economic
benefit to NSP isderived from this deferred payment of
income taxes.
Liquidity
An electric utility's liquidity isa function of internal funds
generation, access to long-term securities markets and the
availability of short-term credit facilities.
At the end of 1982, approximately 50 percent of NSP's
total capital structure was debt, which isslightly lower than
that of the utility industry. NSP has adequate interest
coverage and favorable internal cash generation.
Consequently, NSP expects to have access to long-term debt
markets on better terms than the electric utility industry in
general.
Notes payable of $169 million at the end of 1982
represented about 7 percent of total capitalization. At the
end of 1982, NSP had $166 million of credit lines with
commercial banks.
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Selected Financial Data

Northern States Power Company, Minnesota and Subsidiaries
1982
Operating revenues .........................................
Operating expenses .........................................
.................................
Netincome .
Earnings available for common stock
Average shares of common stock outstanding (000's)
Earnings per share on average shares
Dividends declared per share ..............................
Total assets ...........................................
Long-term debt .......................................
Mandatory redemption preferred stock
(net of treasury shares) ................................
Ratio of earnings to fixed charges .............................

$1 560.9
$1332.0
$ 157.7
$ 144.0
30 100
$ 4.79
$ 2.695
$3196.9
$1 004.0

1980
(Millions of Dollars)
$1 159.1
$1 280.9
$ 996.8
$1 082.9
$ 111.3
$ 127.5
$ 97.3
$ 114.0
30087
29 334
$ 3.23
$ 3.89
$ 2.385
$ 2.525
$2735.3
$2860.1
$ 890.9
$ 956.8

$
$
$
$

15.7
4.0

$

20.0
4.4

$

3.23
11.7%
73.6%
8.9%
3.4%
$ 222.3

$

3.51
13.2%
64.3%
8.8%
6.8%
$ 231.3

$

$

3.89
13.5%
64.9%
9.1%
5.3%
$ 275.5

$

$

$ 4.79
Earnings per share on average shares ..........................
15.7%
Return on average common equity . , ..........................
56.4%
Dividends in percent of earnings .............................
9.3%
Dividends in percent of book value ............................
8.7%
Five year growth rates in earnings per share (1) ..................
$ 291.0
Construction expenditures (Millions) ...........................
Percent of construction expenditures financed by
61.7%
internally generated funds (excluding AFC) ............ ....... .
4.9
Cash dividend coverage......................................
13.6%
AFC percent of earnings per share ............................
49.1%
Effective tax rate ........................................
Capitalization (2)
40.5%
Common ................................................
9.5%
Preferred ................................................
50.0%
Debt....................................................
100.0%
Total ................................................
8.06%
Embedded cost of long-term debt ........................ .... .
$ 2.47
Average plant investment per dollar of revenue ..................
32.7%
Depreciation reserve in percent of depreciable plant ..............
Depreciation provision in percent of average
3.55%
depreciable plant .........................................
7 261
Benefit employees (at December 31) ...........................

$

979.3
807.3
115.2
100.7
29 712
$ 3.39
$ 2.135
$2451.5
$ 893.1

$1 048.2
$ 876.6
$ 120.7
$ 106.3
30 270
$ 3.51
$ 2.25
$2619.9
$ 891.5

15.0
4.0

15.1
4.4

$

1978

1979

1981

22.5
4.6

Financial Statistics

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.

3.39
13.3%
63.1%
8.7%
5.4%
$ 213.4

66.4%
3.8
13.3%
48.5%

88.7%
3.7
13.0%
47.4%

76.8%
4.6
12.0%
47.9%

98.0%
4.1
9.2%
53.3%

40.4%
10.3%
49.3%
100.0%

40.8%
11.0%
48.2%
100.0%

42.2%
11.6%
46.2%
100.0%

40.5%
12.0%
47.5%
100.0%

$

7.76%
2.77
30.2%
3.47%
7 045

$

7.00%
2.87
29.1%
3.46%
6 965

$

7.00%
2.99
27.9%
3.44%
6 700

$

6.90%
3.02
26.4%
3.41%
6 580
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Report of Management to Shareholders

Accountants' Opinion

Management isresponsible for the financial statements and
representations inthe annual report. Management believes
the financial statements have been prepared in conformance
with generally accepted accounting principles. Inpreparing
such statements, management makes informed judgements
and estimates of the expected effects of events and
transactions that are currently being reported.
Management depends on the Company's internal
accounting control system to assure reliability infinancial
reporting. This system isdesigned to reasonably assure that
assets are safeguarded and transactions are executed in
accordance with management's authorization and recorded
properly for the preparation of financial statements in
accordance with generally accepted accounting principles.
Management believes the Company's accounting controls
provide reasonable assurance that potentially material errors
or irregularities would be prevented or would be detected
within atimely period by employees in the normal course of
their duties. The Audit Committee of the Board of Directors,
composed solely of directors who are not officers or
employees, meets regularly with management, internal
auditors and the Company's independent certified public
accountants to discuss their evaluation of internal
accounting controls and financial reporting. Internal and
independent auditors have free access to the Audit
Committee, without management's presence, to discuss the
results of their audits. The Audit Committee recommends
for shareholder ratification the selection of the independent
auditors to perform an audit in accordance with generally
accepted auditing standards and express an opinion on
NSP's financial statements.

To the Shareholders of Northern States Power Company:
We have examined the balance sheets and statements of
capitalization of Northern States Power Company
(Minnesota) and its subsidiaries as of December 31, 1982
and 1981 and the related statements of income, retained
earnings, and changes in financial position for each of the
three years inthe period ended December 31, 1982. Our
examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing
procedures as we considered necessary inthe circumstances.
In our report dated February 17, 1982, our opinion on
the 1981 financial statements of Northern States Power
Company was qualified as being subject to the effects of
such adjustments, if any, as might have been required had
the outcome of the rate increases being collected subject to
refund been known. As a result of an order issued by the
Minnesota Public Utilities Commission on June 25, 1982, the
amounts now subject to possible refund would not have a
material impact on the financial statements. Accordingly, our
present opinion on the 1981 financial statements, as
expressed herein, isdifferent (not qualified) from that
expressed in our previous report.
In our opinion, such financial statements present fairly
the financial position of the Companies at December 31,
1982 and 1981 and the results of their operations and the
changes in their financial position for each of the three years
in the period ended December 31, 1982, in conformity with
generally accepted accounting principles applied on a
consistent basis.
DELOITTE HASKINS &SELLS
Minneapolis, Minnesota
February 15, 1983

26

Statement of Income

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

1982

1981

1980

(fTousands of dollars)
Operating Revenues
Electric .........................................
Gas ............................................
Telephone and heating ............................
Total .......................................

$ 998034
271 995
10860
1280889

914704
233809
10539
1159052

Operating Expenses
Fuel for electric generation........................218023
Purchased and interchange power...................73008
Gas purchased for resale.........................280802
Administrative and general........................107462
Other operation...............................155129
Maintenance.................................108397
Depreciation and amortization......................133317
Property and general taxes........................107694
Income taxes.................................148168
1332000
Total ..................................
Operating Income..............................228916

207966
40084
206681
86342
131 330
91819
102887
97549
118242
1 082900
197989

203924
36451
172893
72716
115139
88838
114151
92535
100105
996752
162300

Other Income
12870
Allowance for funds used during construction-equity
3186
Miscellaneous..................................
16056
Total ....................................
Total Income..................................24 972
Income Deductions and Non-Operating Taxes .3576
Income Before Interest Charges....................241396

10448
2090
12538
210527
6833
203694

$1178190
373278
9448
1 560916

Interest Charges
79561
Interest on long-term debt.........................
Other interest and amortization.....................10921
(6779)
Allowance for funds used during construction-debt ..
83703
Total .......
Net Income...................................157693
Preferred Stock Dividends......................... 13652
14 041
Earnings Available for Common Stock.............$
30100
Average Shares of Common Stock Outstanding (0s)
1 56$4.79
Earnings per Share on Average Shares.............
$2.695
Common Dividends Dedared per Share...............

9950
4192
14142
176442
(690)
177 132

61 352
62924
7209
17955
(2712)
(4738)
65849
76141
111283
127553
14030
13516
$ 114037 $ 970253
30 087
29 334
$3.859$3.23
$2.385
$2.525

Statement of Retained Earnings
408004
Balance at Beginning of Year....................$
157693
Net income.................................
(32)
Capital stock expense and other....................
157661
Netadditions............................
Dividends declared
13 652
Cumulative preferred stock at required annual rates
Common stock-per share: 1982, $2.695;
81 17
1981, $2.525; 1980, $2,385.................
94851
Total dividends declared......................
470814
Balance at End of Year..........................$
2See

Notes to Financial Statements on pages 32 to 37

$ 368052

$ 342 479

127553
(23)
127530

111 283
(85)
111 198

13 516

14030

74062
87578
$ 408 004

71 595
85625
$ 368 052
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Statement of Changes in Financial Position
Northern States Power Company, Minnesota and Subsidiaries

Year Ended December 31

1982

1981

1980

(Thousands of dollars)

Source of Funds

Funds from operations
Net income ..........................................
Depreciation and other amortization .....................
Nuclear fuel amortization ..............................
Deferred income taxes .................................
Investment tax credit adjustments-net ..................
Allowance for funds used during construction ..............
Total ..............................................
Proceeds from sales of notes and securities
Notes payable ........................................
Long-term debt ......................................
Comm on stock .......................................
Issuance of treasury stock for LSDP acquisition .............

$157693
138667
41259
15490
79267
(19649)
412727

$127553
107417
41179
14978
17248
(15186)
293189

92 793
51 036
8 664
970

89 257

63 079
509
3 920

89257
$382 446

67508
$346 125

Preferred stock from LSDP acquisition ..................

Total ..............................................
Total Source of Funds .........................
Application of Funds

3000

170463
$583 190

Construction expenditures.............................$291019
$275522 $222343
Allowance for funds used during construction................(19 649)
(15 186)
(12 662)
LSDP net utility plant acquired...........................
43 643
Tyrone nuclear plant abandonment .............
(7900)
(5 000)
Repayment of notes payable ................
8336
Reductions of long-term debt............................
3 746
22568
1044
Purchase of tax benefit transfer leases- net .........
107 128
8 602
Acquisition of common stock ...............
36774
Acquisition of preferred stock with mandatory redemption ...
678
4 291
Preferred and common dividends.........................94851
87 578
85625
Increase (decrease) in working capital
(excluding notes payable) ..........................
68758
(3 255)
10 23,0
Other-net

(6 306)

5 503

3 480

$583 190

$382 446

$346 125

...............................

Total Application of Funds.......................

Increase (Decrease) in
Working Capital
(excluding notes payable)

$111 283
118422
38316
14532
8726
(12662)
278617

Cash and temporary cash investments ....................
Accounts receivable-net... ...........................
Federal income tax refund receivable ......................
Materials and supplies ................................
Long-term debt and preferred stock with mandatory
redemption due within one year........................
Accounts payable, salaries, wages, etc .....................
Revenue refunds due customers ...........................
Income and other taxes accrued ...........................
Other current assets and liabilities-net
......................
Total ............................................

See Notes to Financial Statements on pages 32 to 37.

$

$

441
9772
32000
27032

$(11 096) $

19212
(37396)
525
9 301
871
68758

14760

(498)
23035

(13 121)

23068

(21 500)
26683
(8788)
11 569
(1762)
$ (3255)

2 527
(3669)
3 151
(40 478)
3094
$ 10230
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Balance Sheet

Northern States Power Company, Minnesota and Subsidiaries
December 31

ASSETS

1982

1981

(Thousands of dollars)

Utility Plant

Electric-including construction work in progress:
1982, $311,023,000; 1981, $266,786,000..................
......................................
Gas ........
..........................................
Other ...
...................................
Total ......
.....................
Accumulated provision for depreciation
Nuclear Fuel-including in process: 1982, $23,421,000;
..................................
1981, $27,277,000
.....................
Accumulated provision for amortization
..................................
Net utility plant

Other Property
and Investments

Current Assets

Deferred Debits

Cash ....................................................
...................................
Accounts receivable
Accumulated provision for uncollectible accounts ..............
........................
Federal income tax refund receivable
Materials and supplies-at average cost
Fuel ....................................................
............................................
Other ...
.................................
Prepayments and other
...............................
Total current assets

.............................
Extraordinary property losses
Other ...................................................
..............................
Total deferred debits
Total ..........................................

See Notes to Financial Statements on pages 32 to 37.

$3409811 $3138595
247330
268313
85679
103810
3471604
3781934
(955358)
(1115460)
258 158
(244 649)
2 679 983

203 702
(203 390)
2 516 558

122717

15439

3 327
141 664
(2155)
32 000

2 886
130 756
(1019)

102 096
41 637
19 204
337 773

80 504
36 197
15 629
264 953

36152
20 264
56416

43 769
19 357
63 126

$3 196 889

$2 860 076
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December 31

UABILMES

1982

1981

(Thousands of dollars)
Capitalization
(Pages 30-31)

Common stock-authorized 40,000,000 shares of $5 par value;
issued shares: 1982, 31,115,580; 1981, 30,834,075 ...............
Premium on common stock .....................................
Retained earnings .............................................
Treasury stock-shares at cost: 1982, 878,090; 1981, 1,500,000 ......
Total common stock equity .................................
Cumulative preferred stock-authorized 3,545,000 shares of $100 par
value; outstanding shares: 1982, 2,230,274; 1981, 2,200,274
Without mandatory redemption ..............................
With manadatory redemption (net of treasury shares at cost) ......
Premium on preferred stock ..................................
Long-term debt ................................................
Total capitalization ......................................

Current Liabilities

Notes payable ............................................
Long-term debt due within one year ...............................
Accounts payable
.........................................
Salaries, wages, and vacation pay accrued ..........................
Revenue refunds due customers ..................................
Federal income taxes accrued ....................................
Other taxes accrued .........................................
Interest accrued ............................................
Dividends declared on preferred and common stocks ..................
Other ....................................................
Total current liabilities

Deferred Credits

Accumulated deferred income taxes .............................
Accumulated deferred investment tax credits ........................
Other ...................................................
Total deferred credits .................................
Total ..........................................

See Notes to Financial Statements on pages 32 to 37.

$ 155578 $ 154170
346683
339426
470814
408 004
(36 774)
(21 804)
864826
951271
208 000
15052
701
1004 022
2 179046

205 000
15 040
715
956 769
2042 350

75 742
168 535
2 288
21 500
118 105
82 842
14788
12 655
1263
8 788
16 168
207
79879
81 219
22 462
21 878
22 143
24088
1 761
418
4................................
0 792
343 937

360 779
200 069
16203
577 051
$3 196889

345 289
120 802
7698
473 789
$2 860 076
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*

Statement of Capitalization

'

Northern States Power Company, Minntesota and Subsidiaries

December 31, 1982
(Thousands
of dollars)

Common Stock Equity
Common stock-authorized 40,000,000 shares of $5 par value;
$ 155578
issued shares: 1982, 31,115,580; 1981, 30,834,075 ......................
346 683
...........................................
Premium on common stock
470 814
Retained earnings
.................................................
(21 804)
Treasury stock-shares at cost: 1982, 878,090; 1981, 1,500,000.................
951 271
Total common stock equity ......................................
Cumulative Preferred Stock
Without mandatory redemption
Minnesota Company
$3.60 series, 275,000 shares $ 27 500
15 000
4.08 series, 150,000 shares
17 500
4.10 series, 175,000 shares
4.11 series, 200,000 shares
20000
4.16 series, 100,000 shares
10000

4.56 series, 150,000 shares 15000
6.80 series, 200,000 shares 20000
7.00 series, 200,000 shares 20000
8.80 series, 250,000 shares 25000
7.84 series, 350,000 shares 35 000
Total ................ 205000

Lake Superior District Power Company
$5.00 series, 30,000 shares ...............................
Total without mandatory redemption .....................
With mandatory redemption
Minnesota Company
$10.36 series, 1982, 175,000 shares;
1981, 187,500shares .............................
Less treasury stock at cost (1982, 24,726 shares; 1981,
37,226shares) .................................
Net with mandatory redemption ....................
Premium on preferred stock

December 31, 1981

%

(Thousands
of dollars)

%

44%

$ 154 170
339 426
408 004
(36 774)
864 826

42%

205000

205000

000

3 000

$208 000

208 000

9

205 000

10

15052

1

15040

1

1

$17500

$18750

2448
$15 052

3710
$15 040

..............................................

701

715

857 545

857 545

Long-Term Debt
First Mortgage Bonds Minnesota Company
Series due:
Oct. 1, 1984, 31/%

....... $ 20000

15000
Sep. 1, 1986, 4 % .......
July 1, 1988, 4% ......... .30000
Dec. 1, 1990, 5% ......... .35000
Aug. 1, 1991,4/% ....... 20000
June 1, 1992, 4/s% ....... 15000
Sep. 1, 1993, 4/s% ....... .15000
June 1, 1995, 61/a% ....... .30000
Mar. 1, 1996, 6.2% .........

8 800*

Aug. 1, 1996, 57/% ....... 45000
Oct. 1, 1997, 61/2% ....... .30000
May 1, 1998, 6/4% ....... 45000

Oct. 1, 1999, 8% ...........

45000

Mar. 1, 2001, 8% ...........
.........
June 1, 2001, 81%
Mar. 1,2002, 7/s% .........
Feb. 1, 2003, 71/2% ..........
Jan. 1, 2004,83 /8% ..........
Oct. 1, 1989-2004,7.97% ...
May 1, 1996-2005, 7%% ....

50000
50000
50000
50000
75000
35 000*
25 000*

May 1, 2005, 91/2% ............. 80000

July 1, 2001, 11% ........... 13 745*
Dec. 1, 2011, 15%% ........ 75000
Total ..................

*Pollution control financing at average interest rates.
See Notes to Financial Statements on pages 32 to 37

$857 545
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December 31, 1982
(Thousands
of dollars)

%

December 31, 1981
(Thousands
of dollars)

%

Long-Term Debt-continued
First Mortgage Bonds Wisconsin Company
(less reacquired bonds of $878,000 and $976,000
at December 31, 1982 and 1981, respectively)
Series due:
Annual Sinking

1982
1981
June 1, 1987,4 5/% .... $100
....................... $ 7491
$ 7502
Aug.1,1994,4/2% ....
150
....................... 12137
12347
Dec.1,1999,9%% ..... 100 .......................
8672
8717
Oct. 1,2003, 7 % ..... 300
....................... 27272
27558
Feb. 1, 1997, 13 4% ....
16
.......................
1600*
Fund Requirement

Mar.1,2012,16% ..... 300

.......................

30000

.......................

87 172

56 124

Less current sinking fund requirements
not reacquired
.................................
316
Net .....
...................................... $86856

$56124

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

$966

86856

56124

First Mortgage Bonds Lake Superior District Power Company
(less reacquired bonds of $136,000 at December 31, 1982)
Series due:
Annual Sinking
Fund Requirement

M ar. 1,1983,3% % .................................... $ 1492
Feb. 1, 1991,4/% ..... $ 30
.......................
2263
Aug. 1, 1998,71/a%

30

.......................

3000

Sep.1,2003,8% ......
60
Oct. 1, 1995, 10 % ....
260
June 1, 1997, 8.55% ... 160
Total ........... $540

.......................
.......................
.......................
.......................

2580
4680
3520
17 535

Less current maturities and current sinking fund
requirements not reacquired
.......................
Net ....
.......................................

1 972
$15563

....

Guaranty Agreements Minnesota Company
Series due: *
Feb. 1, 1989-2003, 5.40% ..........................
$7600
May 1, 1987-2003, 5.67%
28750
Feb. 1,2003, 7.40%
3500
Total ..
.................................... $39850
Miscellaneous Long-Term Debt
Unamortized Premium (Discount) on Long-Term Debt
Total Long-Term Debt
Total Capitalization
......................................

*Pollution control financing at average interest rates.
See Notes to Financial Statements on pages 32 to 37

..

15563

$ 7600
28750
3500
$39850
.

39850
4255
(47)
1 004 022
$2 179 046

39 850

46
100%

3259
(9)
956 769
$2 042 350

47
100%
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Notes to Financial Statements

Northern States Power Company, Minnesota and Subsidiaries

1. Summary of Accounting Policies
System of Accounts-The accounting records of the
Company, the Wisconsin Company and Lake Superior
District Power Company (LSDP) are maintained in
accordance with either the uniform system of accounts
prescribed by the Federal Energy Regulatory Commission
(FERC) or those prescribed by the state commissions, which
systems are the same in all material respects.
Principles of Consolidation-All significant subsidiary
companies have been included inthe consolidated financial
statements.
Utility Plant and Retirements-Utility plant isstated at
original cost. The cost of additions to utility plant includes
contracted 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, ischarged to the accumulated 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, isincluded in construction work in
progress and net income using composite rates which
assume that funds used for construction were provided by
debt and equity. The AFC included in construction work in
progress will ultimately be included in the rate base in
establishing rates for utility service. The composite AFC rates
for the Company were 8% in 1982 and 1981 and 7.75% in
1980. Because of rate treatment in Minnesota, the after-tax
AFC rate used approximates the rate that would be obtained
if agross rate were used and the income tax effect were
recorded as adeferred item. The determination of the AFC
rate ispursuant to an order of the Minnesota Public Utilities
Commission (MPUC).
Depreciation-For financial reporting purposes,
depreciation iscomputed by using the straight-line method,
based on estimated useful lives of the various classes of
property. Depreciation provisions, as a percentage of the
average balance of depreciable property in service, were
3.55% in 1982, 3.47% in 1981 and 3.46% in 1980. Prior to
August 1,1981, depreciation expense included a provision
for decommissioning costs equal to 10% of the installed cost
of nuclear plants. Effective August 1,1981, with MPUC
approval, the provision for decommissioning costs has been
calculated using an internal sinking-fund method which is
designed to provide for full recovery of the disposal costs of
the nuclear plants.
Nuclear Fuel Amortization-Nuclear fuel amortization
includes recovery amounts for the original cost of nuclear
fuel and also amounts to provide for the ultimate disposal of
spent nuclear fuel. The original cost of the fuel isamortized
to fuel expense based on the energy expended. Prior to
August 1,1981, future disposal-cost estimates were
recovered by using astraight-line recovery approach. As of
August 1,1981, estimated disposal costs are recovered by
using an internal sinking-fund method, with cost estimates
based on information prepared by the Department of
Energy. This amortization method isthe result of an order

obtained from the MPUC and issubject to continuing
review.
Income Taxes-Income taxes now are deferred for
substantially all book and tax timing differences. However,
income tax expense isaffected by the reversal of amounts
accounted for on the flow-through method in prior years.
Investment Tax Credits-Investment tax credits are
deferred and amortized over the estimated lives of the
related property. Additional investment credits of 12%
related to the Employee Stock Ownership Plan (ESOP) do not
affect net income because the reduction in Federal income
taxes charged to operations isoffset by a charge to
investment tax credit adjustment. The additional 11/%
investment-tax credit isincluded in accounts payable until
the common stock ispurchased for the ESOP.
Revenues-Customers' meters are read and bills are
rendered on a cycle basis. Revenues of the Company are
recorded in the accounting period during which the meters
are read. The Wisconsin Company and LSDP, pursuant to an
order of the Public Service Commission of Wisconsin, accrue
estimated unbilled revenues for services provided from the
monthly meter-reading date to month-end. The Companies'
rate schedules, applicable to substantially all customers,
include cost of energy-adjustment clauses under which the
rates are adjusted to reflect changes in average costs of
fuels, purchased power and gas purchased for resale.
Purchased Tax Benefits-The Companies have invested
$150 million and $14 million during 1982 and 1981,
respectively, to purchase tax-benefit transfer leases. The
difference between the cost of the purchased tax benefits
and the amounts to be realized through reduced current
income tax liabilities will be amortized after the Companies
have recovered their initial investments.
2. Revenues Subject to Refund
For the years ended December 31, 1982, 1981 and 1980,
electric revenues included $6,800,000, $6,200,000, and
$2,300,000, respectively, for recovery of the amortization
charges of the Tyrone nuclear-plant abandonment. These
revenues remain subject to refund in the Minnesota
jurisdiction. They increased net income by $3,300,000
(114 per share), $3,000,000 (10 per share) and $1,100,000
(49 per share), respectively. (See Note 8 for additional
information on Tyrone.)
3.Cumulative Preferred Stock
All Issues
At December 31, 1982, the various preferred stock series
may be called at prices per share ranging from $102.00 to
$115.00, plus accrued dividends.
Mandatory Redemption Issue
The $10.36 series issubject to a mandatory annual sinking
fund requirement to retire a minimum of 12,500 shares, but
not more than 25,000 shares, at $101.10 per share (the
original purchase price) plus accrued dividends.
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4. Common Stock
Shares

Common Stock
Par Value

Treasury Stock
Shares
Cost

Premium

(Thousands of dollars)

Balanceatlanuary1,1980

...................................

Dividend Reinvestment and Stock Purchase Plan .................
Employee Stock Ownership Plan ...............................

30640817

$153204

$336430

30834075
281 505

154 170
1408

339426
6 322

950
16

190 093
3 165

2 948
48

Purchase of Treasury Stock ....................................

Balance at December 31, 1980 and 1981 ......................
Dividend Reinvestment and Stock Purchase Plan .................

1 500000

$(36774)

1500000

(36774)

(621 910)
878 090

14970
$(21804)

Issuance of Treasury Stock for LSDP Acquisition .................
Balance at December 31, 1982 ...............................

31 115580

The Company's Articles of Incorporation and First
Mortgage Bond Trust Indenture provide for certain
restrictions on the payment of cash dividends on common

stock. At December 31, 1982, retained earnings were
not restricted as to payment of cash dividends on
common stock.

_935

$155578

$346683

5. Income Tax Expense
The total income tax expense differs from the amount computed by applying the Federal income tax statutory rate (46%) to
net income before income tax expense. The reasons for the difference are as follows: 1982
1981
1980
(Thousands of dollars)

Tax com puted at statutory rate .................................................
Increases (decreases) in tax from:

State income taxes net of Federal income tax benefits ..........................
Allowance for funds used during construction ................................
Investment tax credit on plant additions .......................................
Investment tax credit adjustments- net .....................................
Reduced tax depreciation resulting from use of
the flow-through method in prior years ......................................
Other- net ...............................................................
Total incom e tax expense ................................................
Effective incom etax rate ......................................................
Com posite statutory tax rate ....................................................
Income tax expense iscomprised of the following:
Included in income taxes:
Current Federal tax expense ...............................................
Current state tax expense .................................................
Deferred Federal tax expense ...............................................
.....................
Deferred state tax expense .............

.........
Investment tax credit adjustments- net ...........................
.
.
.
.
.
.
.
.
. .. ... .. .
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
.
Tota l . . . . . . . . . .
Included in depreciation expense:

Deferred Federal tax expense ...............................................

$142510
16850
(9 038)
(26181)
19324
6918
1728
$152111

13 505

$ 97273

(6 986)

9 472
(5 825)

(25423)

(14987)

20 135
5185
(101)
$120351

10605
6 555

(2914)

$100179

49.1%

48.5%

47.4%

51.6%

51.7%

51.7%

$ 60938
14033

$ 83688
27306
14849
3001
19324
148168

$ 65078
8502
2453
20135
118242

10 605
100105

2384

639

2059

777
Deferred state tax expense ................................................
Included in income deductions:
(99564)
Current Federal tax expense* ..............................................
Current state tax expense .................................................
(5680)
100226
Deferred Federal tax expense ...............................................
5800
Deferred state tax expense ................................................
$152111
Total incom etax expense ................................................
Deferred income tax expense iscomprised of the following:
$ 19871
Excess of tax over book depreciation- net .....................................
106026
Tax benefit transfer leases ...................................................
(3779)
Tyrone abandonm ent .......................................................
(948)
ADR repair allowance .......................................................
6030
Overhead costs ............................................................
(163)
Oth er . . . . . . .. .. . . . . .. . . . .. .. ... . ... .. . ... .. . .. ... ... .. .. .. .. ... ... .. .. .. .
Tota l . . .. . .. . . . . . . . ................................................... $127037

*The 1982 current Federal income tax expense isreduced by $100
million from investment tax credits and depreciation related to
purchased tax benefit transfer leases. This resulted ina refund of

$114036

22074

119

(2224)
(448)

3211
812
$120 351
$ 24610
4010
(1663)
(17786)
4984
1 581
$ 15736

11 042
3487

353
(2008)
(333)
3
$100 179
$ 18665
(9523)
4506

4031
(735)
$ 16944

current and prior year income taxes of $32 million which has been
classified as a Fed eral income tax refund receivable.
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6. Long-Term Debt
The annual sinking-fund requirements of the Company are
the amounts necessary to redeem 1%of the highest
principal amount of each series of first mortgage bonds
(other than pollution control financing) at any time
outstanding. Property additions have been applied in lieu of
cash, as permitted by the Company's First Mortgage Bond
Trust Indenture.
The annual sinking-fund requirements of the Wisconsin
Company and LSDP are amounts necessary to redeem from
1%to 4% of the highest principal amount of each series of
first mortgage bonds at any time outstanding.
Except for minor exclusions, all the utility property is
subject to the liens of the first mortgage bond trust
indentures.
Maturities and sinking-fund requirements on long-term
debt are as follows: 1983, $2,288,000; 1984, $21,231,000;
1985, $1,477,000; 1986, $16,506,000; and 1987,
$9,106,000.
7. Short-Term Borrowings and Compensating Balances
At December 31, 1982, there were bank lines of credit
aggregating $166,000,000. These lines involve differing
compensating balance and/or commitment fee arrange
ments. Substantially all cash isconsidered compensating
balances. However, there were no withdrawal restrictions on
any collected balances maintained at these banks. These
credit lines make short-term financing available by providing
bank loans and back-up for commercial paper.
8. Tyrone Nuclear Plant Abandonment
The Wisconsin Company had a 67.6% interest in the
construction of a 1,100 megawatt nuclear generating plant
called the Tyrone Energy Park. The proposed plant was
cancelled after the application for authority to construct was
denied. The Wisconsin Company's share of the project
abandonment cost of $67,100,000 has been recorded as a
deferred extraordinary property loss.
The FERC has issued an order stating that the loss
isto be shared between the Company and the Wisconsin
Company and amortized at the rate of $7,500,000 per year
over approximately a nine-year period commencing
March 1979.
Inthe most recent Minnesota electric rate orders,
the MPUC denied recovery of the amortization of the
abandoned plant. The Company has appealed these
decisions because management believes that the FERC has
jurisdiction over the inclusion of these costs in the
Coordinating Agreement. A Minnesota District Court judge
has ruled that the Company can charge Minnesota electric
customers their allocated share of the cost of the
abandoned plant. This decision has been appealed to the
Minnesota Supreme Court by the MPUC.
The Company and the Wisconsin Company have
received orders from the Public Service Commissions of
North Dakota and Wisconsin, respectively, granting them
the right to recover their states' portions of the amortization
in rates. The Tyrone issue still isbeing contested by the
Public Utilities Commission of South Dakota.

The consolidated unamortized costs, net of deferred
income taxes, at December 31, 1982 and 1981, were
$18,975,000 and $23,370,000, respectively. Management
has assessed the potential impact of a write-off of these
costs and concluded that the effect of any write-off would
not be material to the financial position of the Company.
9. Commitments and Contingent Liabilities
At December 31, 1982, there were commitments in
connection with construction programs aggregating about
$260 million including $150 million relating to nuclear
fuel purchases.
There are also contracts for the purchase of coal,
natural gas, and oil, and a contract for delivery of BTUs of
energy for the Monticello nuclear power plant. The nuclear
fuel lease payments are charged to fuel for electric
generation, based on the BTUs of energy expended.
Rentals (including nuclear fuel of $8,423,000,
$10,594,000 and $10,590,000) were approximately
$18,255,000, $18,282,000 and $19,200,000 for 1982,
1981 and 1980, respectively.
Minimum non-cancellable lease commitments
(including nuclear fuel leases) as of December 31, 1982, are
about: 1983, $36,102,000; 1984, $483,000; 1985,
$477,000; 1986, $157,000; 1987, $20,000; and 1988
1992, $19,000. The minimum lease commitments for
nuclear fuel are based on the estimated use through 1983,
with afinal payment of $29,821,000 in 1983.
The Price-Anderson liability provisions of the Atomic
Energy Act of 1954 set a limit of $560 million for public
liability claims that could arise from a nuclear incident.
The Company purchases the maximum available private
insurance of $160 million to satisfy such claims. Claims from
$160 million to the $560 million limit would be satisfied by a
Nuclear Regulatory Commission (NRC) assessment against all
owners of licensed nuclear generating units. Inthe event of
such an assessment by the NRC, the Company could be
charged up to $5 million for each of its three licensed
nuclear reactors, with a maximum assessment of $10 million
per reactor for any one year.
10. Acquisition of Lake Superior District Power Company
On February 23, 1982, the Company acquired substantially
all of the outstanding common stock of LSDP. The Company
exchanged .48 shares of its common stock for each share of
LSDP common stock. The Company exchanged 621,910
shares of treasury stock for the acquisition. The cost of the
acquisition was approximately $16,400,000. The "purchase"
method of accounting was used for the acquisition.
The consolidated financial statements include the
operations of LSDP for 1982. Supplemental pro forma
information for prior periods isnot shown, as the effect on
the consolidated financial statements isimmaterial.
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December 31

11. Pension Plans
The noncontributory funded pension plans cover
substantially all employees. Pension costs are determined
under the aggregate-cost method, using market value of
assets of the trust fund. Contributions, equal to the pension
costs accrued, made to the trust fund were $27,942,000
for 1982, $23,131,400 for 1981 and $20,522,400 for 1980.
The weighted-average assumed rate of return used in
determining the actuarial present value of accumulated plan
benefits was 7% for 1982 and 1981. A comparison of
accumulated plan benefits and plan net assets for the
defined benefit plans is presented at right:

Actuarial present value of
accumulated plan benefits:
Vested .....................
Nonvested .................
Total ....................
Net assets available for benefits ....

12. Segment Information

13. Summarized Quarterly Financial Data (Not Certified)
Year Ended December 31,
1982
1981

Gas .............

Other ...........
Total construction
expenditures

Net utility plant
Electric ..........
Gas .............
Other ...........
Total net utility
plant ........
Other corporate assets
Total assets .....

$1 280 889 $1 159 052

$ 300609 $ 246072
13 087
14158
2 535
2 175
$ 262 405

$

92576

8 672
1 639

$ 104659
7 760
1 732

$ 102 887 $ 114 151

$ 253075 $ 190656
24 367
28412
(1920)
3 275
1377
$ 275 522 $ 222 343

$2467 380 $2316667 $2205 046
180 348
193 794
165 391
19 543
23 401
18809
2 516 558 2 393 838
343 518
341 429
$3 196 889 $2860 076 $2 735 267
2 679 983

516 906

$ 297939
16245
$ 314184
$ 315274

$ 239371
15 806
$ 255 177
$ 231 089

June 30,

1982

September

30, 1982

December

31, 1982

(Thousands of dollars)

Operating
revenues ......
$476 008 $341 319 $355 319 $388 270
Operating
income ......
70433
50163
62077
46243
Net income .....
53019
32 188
42957
29530
Earnings available
for common
stock .........
49 643
28812
39544
26042
Earnings per share
$1.66
$.96
$1.31
$.86

Quarter Ended
March 31,
1981

20031
$ 291019

March 31,

1982

$ 998 034 $ 914704
271 995
233 809
10860
10 539

$ 316 231

1981

(Thousands of dollars)

Quarter Ended
1980

(Thousands of dollars)

Operating revenues
Electric .......... $1178 190
Gas .............
373 278
Other ...........
9 448
Total operating
revenues .....
$1 560 916
Operating income before
income taxes
Electric .......... $ 343813
Gas .............
30098
Other ...........
3 173
Total operating
income before
income taxes
$ 377 084
Depreciation and
amortization
Electric .......... $ 121 631
9 949
Gas .............
Other ...........
1 737
Total depreciation
and amor
tization ...... $ 133 317
Construction expenditures
Electric .......... $ 269611

1982

June 30,

September

1981
30, 1981
(Thousands of dollars)

December
31, 1981

Operating
revenues ...... $357 132 $283274 $300770 $339714
Operating
income ......
54115
38667
51 791
53416
Net income .....
39093
25 144
31 781
31 536
Earnings available
for common
stock ......... .35704
21 768
28405
28160
Earnings per share
$1.22
$74
$97
$.96
For information on revenues subject to refund see Note 2.
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14. Financial Reporting of Changing Prices (Not Certified)
The following information issupplied in accordance with the
requirements of the Financial Accounting Standards Board
(FASB) Statement No. 33, Financial Reporting and Changing
Prices, for the purpose of providing certain information
about the effects of changing prices. This information isnot
intended as a substitute for earnings reported on a historical
cost basis. Itoffers some perspective of the approximate
effects of inflation rather than a precise measurement of
these effects.
Constant dollar amounts represent historical cost stated
in terms of dollars of equal purchasing power, as measured
by the Consumer Price Index for All Urban Consumers
(CPI-U). Current cost amounts reflect the changes in specific
prices of plant from the date the plant was acquired to the
present. They differ from constant-dollar amounts to the
extent that specific prices have increased more or less rapidly
than prices in general.
Property, Plant and Equipment-The current cost of all
depreciable property isthe estimated cost of replacing
existing depreciable property. Itwas determined by indexing
the original cost of the property by the Handy-Whitman
Index of Public Utility Construction Costs. The unrecovered
portion of the original cost of the capitalized nuclear fuel is
restated interms of constant dollar and current cost by
applying the CPI-U. Spent nuclear fuel isnot reflected in
either of the supplementary calculations.
Accumulated Depreciation-The net assets at year-end
were determined by reducing the property, as adjusted by
constant dollar and current costs, by the corresponding
theoretical accumulated provision for depreciation. This
provision for accumulated depreciation was calculated by
applying the appropriate survivor-curve reserve ratios, by
FERC account, to the respective vintaged indexed amounts.
Depreciation Expense-The current year's provision for
depreciation for each method was determined by applying
depreciation rates, by FERC account, to the year's average
indexed plant amounts.
Reduction to Net Recoverable Cost-Under the rate
making prescribed by the regulatory commissions, only the
historical cost of plant isrecoverable in revenues as
depreciation. Therefore, the excess of the cost of plant,
stated in terms of constant dollars or current cost, over the
historical cost of plant isnot presently recoverable in rates as
depreciation and isreflected as a reduction to net
recoverable cost. While the rate-making process gives no
recognition to the current cost of property, management
believes it will be allowed to earn on the increased cost of its
net investment when replacement of facilities actually
occurs.

Gain from Decline inPurchasing Power of Net Amounts
Owed-By holding monetary assets, a loss of purchasing
power issuffered during periods of inflation because the
amount of cash received in the future for these items will
purchase less. Conversely, by holding monetary liabilities,
primarily long-term debt, there isa benefit because the
payment in the future will be made with dollars having less
purchasing power. Significant amounts of long-term debt
are outstanding which will be paid back in dollars having
less purchasing power and, therefore, for purposes of these
calculations, a net gain isshown from holding monetary
liabilities in excess of monetary assets. However, the
Company, the Wisconsin Company and LSDP do not have
the opportunity to realize aholding gain on debt and
preferred stock because they are limited to the recovery of
only the historical embedded cost.
Other Items-Fuel inventories, the cost of fuel used in
generation and gas purchased for resale have not been
restated. Regulation permits the recovery of actual fuel and
purchased gas costs through the operation of adjustment
clauses in basic rate schedules. For this reason, fuel
inventories are effectively monetary assets.
Since present tax laws do not allow deductions for
higher depreciation rates to reflect the effects of inflation,
income taxes included in the data adjusted for general
inflation were not adjusted from those amounts presented
in the primary financial statements. Therefore, NSP's
effective Federal income tax rate, when adjusted for
inflation, is85.4% under constant dollar and 98.9% under
current cost for 1982, each of which exceeds NSP's reported
effective tax rate of 49.1%.
As can be seen from the accompanying five-year
comparison of supplementary financial data, inflation has
had asignificant impact. Although operating revenues over
the last five years have increased significantly as reported,
they have remained relatively constant in real terms. Also,
even though cash dividends have increased every year, they
have decreased every year in price-level adjusted dollars.
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Financial Data of Changing Prices (Not Certified)
Statement of Income from Continuing Operations Adjusted for Changing Prices
for the Year Ended December 31, 1982 (Thousands of dollars)

Operating revenues ..............................................
Electric fuel and purchased power ..........................................
Gas purchased for resale expense ..........................................
Depreciation .............................................................
Am ortization .............................................................
Other operating and maintenance expense ..................................
Incom e tax expense .......................................................
Interest charges ..........................................................
Other income and deductions- net .........................................
Total...........................................................
Income (Loss) from continuing operations
(excluding reduction to net recoverable cost)* ..............................
Reduction to net recoverable cost ...........................................

Constant
Dollar

Current Cost

Historical
Cost

Average
1982 Dollars

Average
1982 Dollars

$1 560916
. 291 031
280 802
124 627
8 690
478 682
148 168
83 703
(12480)
1 403 223

$1 560916
291 031
280 802
256 978
8 690
478 682
148 168
83 703
(12480)
1 535 574

$1 560916
291 031
280 802
280 580
8 690
478 682
148 168
83 703
(12480)
1 559 176

$ 157 693

$
$

25 342
34501

$
1 740
$ (238187)

$

64 037

$

Gain from decline in purchasing power of net amounts owed ....................
Effect of increase in general price level .......................................

64 037

$ 194 325

Increase in specific prices (current cost) of property held during the year** .........

490615

Excess of increase in general price level over increase in specific prices .............

$ (296 290)

*Indudingthe reduction to net recoverable cost, the income (loss) from continuing operations on a constant dollar basis would have been $59,843 and for current costs
($236,447).
**At December31, 1982, current cost of property, net of accumulated depreciation was $5,468,066, while historical cost or net cost recoverable through depreciation was
$2,679,983

Five-Year Comparison of Selected Supplementary Financial
Data Adjusted for Effects of Changing Prices (InThousands of Mid-Year 1982 dollars)
1982
Operating revenues
A sreported ........................................
Adjusted ..........................................
Income (Loss) from continuing operations
(excluding reduction to net recoverable cost)
A s repo rted ......................................
Constant dollar adjusted .........................
Current cost adjusted .............................
Income (Loss) per common share (after
dividend requirements on preferred stock)
As reported ......................................
Constant dollar adjusted ...........................
Current cost adjusted .............................
Net assets at year-end at net recoverable cost
As reported ......................................
Constant dollar adjusted ...........................
Current cost adjusted .............................
Excess of increase in general price level over
increase in specific prices ...........................
Gain from decline in purchasing power of net
am ounts ow ed .....................................
Cash dividends declared per common share
As reported ......................................
Adjusted ........................................
Market price per common share at year-end
As reported ......................................
Adjusted ........................................
Mid-Year consumer price index .........................

Years Ended December 31,
1981
1980

1979

1978

$ 979251
1 457 125

$1560916
1 560916

$1 280889
1 371 832

$1 159052
1 360727

$1 048176
1 406652

$ 157693

$ 127553

25 342
1740

14 558

$ 111 283
23 198
(3951)

$ 120678
68 516
31 891

$4.79

$3.89

$3.51
1.62
.42

(8042)

(.40)

(.71)

$3.23
.22
(.52)

$1175024
1167791
1167791

$1085 581
1120529
1 120529

$1 046312
1177030
1 177030

$1 057884
1 337 550
1 337 550

$ (296290)

$ (125691)

$ 94408

$ 111 556

$

64037

$ 147988

$ 210724

$ 248194

$2.695
2.695

$2.525
2.70

$2.385
2.80

$2.25
3.02

$2.135
3.18

$30.0

$24.125
25.84
271.3

$21.50
25.24
247.6

$22.375
30.03
216.6

$23.50
34.97
195.3

.39

30.0
290.6

.00
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Operating Statistics

Northern States Power Company, Minnesota and Subsidiaries

Revenues (thousands)
Residential
Withspaceheating .....................................
Without space heating ..................................
Small commercial and industrial .............................
Large commercial and industrial ............................
Streetlightingandother ...................................
Totalretail .........................................
Salesforresale ...........................................
Miscellaneous ............................................
Total............................................

1978

43931 $ 32098 $ 28017 $ 23607 $ 17921
252 914
260 567
290 225
312 258
376 155
122 992
131 872
149 878
162 848
196 583
289 202
266 804
330 276
363 332
423 367
19193
20061
22216
25569
33276
679824
725309
820612
896105
1073312
125592
102378
87220
90055
94152
4252
4976
6872
11874
10726
809668
$
$
832663
$
914704
998034
$
$1178190
$

Sales (millions of kwh)
Residential
With space heating .....................................
Without space heating ..................................
Small commercial and industrial .............................
Large commercial and industrial .............................
Street lighting and other...................................
TotaIretail .........................................
Salesforresale ...........................................
Total............................................
Customer Accounts (at December 31)
Residential
With space heating .....................................
Without space heating ..................................
Small commercial and industrial .............................
Large commercial and industrial .............................
Street lighting and other ...................................
Totalretail .........................................
Sales for resale ...........................................
Total ............................................
Residential With Space Heating
Annualkwhpercustomer ..................................
Annual revenue per customer ..............................
Annual revenue per kwh ...................................

1979

1980

1981

1982

ELECTRIC

904
6583
3 755
10 680
672
22594
4183
26777

764
6178
3 403
10 202
578
21125
4659
25784

763
6283
3 380
10 033
549
21008
4346
25354

721
6177
3 284
9 854
539
20575
5041
25616

575
6118
3 172
9 374
526
19765
6795
26560

53302
972 206
118542
5611
5275
1154936
84
1155020

49027
930 664
109603
5387
5049
1099730
76
1 099806

44711
921 545
105888
5335
6792
1084271
77
1 084348

39393
910 106
103831
5 107
6641
1 0,65078
76
1 065154

32846
892 127
102049
4861
6504
1038387
84
1 038471

$

17588
855.10 $
4.864

16255
683.14 $
4.204

18016
661.77 $
3.674

19986
654.90 $
3.284

19637
612.20
3.124

$

6794
388.17 $
5.719

6672
337.23 $
5.059

6862
316.94
4.62

6858
289.27 $
4.229

6923
286.19
4.134

21886
1 144
5740
28770

23041
875
3711
27627

23706
827
2 561
27094

24 381
924
1 856
27 161

25866
945
1 499
28310

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

5988
565
6553

6032
496
6528

6110
504
6614

6108
(264)
5844

6257
(306)
5951

Maximum Demand (megawatts) .............................

5222

4 681

4 873

4 247

4 625

Aug 3

July 8

July 14

Aug 7

Sept 7

Residential Without Space Heating
Annual kwh per customer ..................................
Annual revenue per customer ...

............................

Annual revenue per kwh ...................................
Kilowatt-hour Output (millions)
Thermal.................................................
Hydro ...................................................
Purchased and interchange .................................
Total ............................................

Date of Maximum Demand

...............................

$
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GAS
Revenues (thousands)
Residential
Withspaceheating .....................................
Without space heating ..................................
Commercial and industrial .................................
M iscellaneous ............................................
Total............................................

1982

1981

1980

$ 174037 $ 120834 $ 108939
3701
3465
2921
192413
144907
119 157
3127
2789
2792
$ 373278 $ 271995 $ 233809

1979

1978

$ 100810 $ 80394
3434
2993
74437
98224
3 155
2657
$ 205623 $ 160481

Sales (thousands of mcf)
Residential
With space heating .....................................
W ithout space heating ..................................
Commercial and industrial ................................
Miscellaneous ............................................
Total............................................

32588
540
41 426
91
74645

28342
590
38 747
55
67734

30558
716
39 798
51
71123

33616
807
38 737
54
73214

31 533
801
36 108
40
68482

Customer Accounts (at December 31)
Residential
Withspaceheating .....................................
Without space heating ..................................
Commercial and industrial ................................
Total............................................

238349
26 401
26350
291100

224832
27 574
23 971
276377

216602
30 246
23 381
270229

206195
33 488
22 762
262445

198977
35 124
22 222
256323

Residential With Space Heating
Annualrmcfpercustomer ..................................
Annual revenue per customer ..............................
Average revenue per mcf ..................................

$
$

138
738.14
5.34

$
$

128
546.22 $
4.26 $

145
515.40 $
3.57 $

167
499.53 $
3.00 $

161
409.87
2.55

I
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Common Stock Data

Shareholders at year-end ........................
Book Value .....................................
Market Prices

1982

1981

1980

1979

1978

94108
$31.46

94453
$29.48

98 821
$28.12

100 857
$27.16

101 389
$25.99
281

25/s

25/s

Low .......................................

23%

20

18

21/8

231

Year-end ...................................

30

24/8

211/2

22%

231/2

High .......................................

32%/

NSP's Dividend Reinvestment and Stock Purchase Plan

Quarterly Stock Data
Following are the reported high and low sales prices based
on the NYSE Composite Transactions for the quarters of
1982 and 1981 and the dividends declared per share during
those quarters:
1982
First Quarter ...................
Second Quarter ................

High
28/8

Low
23/8
25

Third Quarter ...................
Fourth Quarter .................

31

261/8

321/2

28/8

1981
First Quarter ...................
Second Quarter ...............
Third Quarter ..................
Fourth Quarter .................

High
22
27
26/8
26

Low
20
20/8

281/2

22/8

23

Dividends
.64
.685
.685
.685

Dividends
.605
.64
.64
.64

Shareholders' Schedule of Dividend Payment Dates
Preferred Stock
Common Stock
April 20, 1983
July 20, 1983
October 20, 1983
January 20, 1984

27

April 15, 1983
July 15, 1983
October 15, 1983
January 15, 1984

Tax Withholding Extended to Dividend Payments

Beginning July 1, 1983, NSP isrequired to withhold 10
percent of shareholder dividend payments for federal taxes
unless the dividends are reinvested or the shareholder
qualifies for exemption.
The Tax Equity and Fiscal Responsiblity Act of 1982
(TEFRA) provides exemption from this requirement for
persons who paid less than $600 federal income tax the
preceding year or persons over 65 years old who had a tax
liability of $1,500 or less ($2,500 on a joint return) the
preceding year.
NSP will send exemption forms to shareholders
before the new law takes effect. Qualified shareholders who
want exemption should complete and return these forms
before withholding commences.

NSP's Dividend Reinvestment and Stock Purchase Plan
permits individual shareholders to reinvest common and
preferred stock dividends in newly issued shares of NSP
common stock, thereby qualifying for special tax treatment
under the Economic Recovery Tax Act of 1981. Reinvested
dividends also are exempt from withholding to be
instituted in July 1983.
Individual shareholders may elect to exclude qualified
reinvested dividends, including NSP's, from income on their
federal income tax return up to $750 ($1,500 on a joint
return) for each year beginning in 1982 through 1985.
Common and preferred stock dividends are reinvested
automatically each quarter for participating shareholders.
The price is an average of the reported high and low prices
on the dividend payment date.
In addition, individual shareholders may elect to make
optional cash payments either on a regular basis or from
time to time. Each month cash payments are invested in
market transactions. The purchase price isa weighted
average price at which the agent for the plan acquires the
shares.
NSP sends participating shareholders a statement after
each purchase, detailing the purchase and the shares held
for the participant. Any costs, commissions or fees for
reinvesting dividends or investing optional cash payments
are paid by NSP.
Shareholders may join the plan at any time by
completing an authorization form and returning it to NSP.
The prospectus and authorization form can be obtained
from the Shareholder Relations Department, as indicated on
the following page. Shareholders may terminate their
participation in the plan at any time by written notice to NSP
Shareholder Relations.

Photos by Greg Bissen, Merle Morris,
Paul Snodgrass, Jan WaIlraff and Jerry
Miller.
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Information Available on NSP Stock
Information about your stock isavailable from Shareholder
Relations, Northern States Power Company, 414 Nicollet
Mall, Minneapolis, Minnesota 55401, or by calling toll-free
at (800) 328-8226. (From within the Minneapolis-St. Paul
area, call 330-5560. Other Minnesota residents may call toll
free at (800) 292-4149.)
Form 10-K Available
A statistical supplement to this report is available from
the Securities Issuance and Financial Reports Section,
Northern States Power Company, 414 Nicollet Mall,
Minneapolis, Minnesota 55401, as is a copy of NSP's
Form 10-K, the annual report to the Securities and
Exchange Commission.
Ask for Information on NSP
More information on NSP's operations and special
publications issued by the company are available by writing
to: Communications Department, Northern States Power
Company, 414 Nicollet Mall, Minneapolis, Minnesota 55401.
Company publications cover energy conservation, coal,
hydro and nuclear generation, supplementary energy and
NSP research.
Stock Exchange Listings
Common stock is listed for trading on the New York
Stock Exchange and the Midwest Stock Exchange. The ticker
symbol isNSR Preferred stock islisted for trading on the
New York Stock Exchange.
Shareholders Invited to Annual Meeting
All NSP shareholders are invited to attend the annual
meeting at 10 a.m. Wednesday, May 25, 1983. The meeting
will be held at the Minneapolis Auditorium, Third Avenue
South and 14th Street in downtown Minneapolis.

This information isnot an offer to sell
nor the solicitation of an offer to buy.
This offer ismade only by Prospectus,
which isavailable from NSP.

Fiscal Agents
Northern States Power Company (Minnesota)
Registrar, Common and Preferred Stocks
Northwestern National Bank
Minneapolis, Minnesota 55479
Transfer 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
111 West Monroe, Chicago, Illinois 60690
Coupon-Paying Agents-Bonds
Harris Trust and Savings Bank
111 West Monroe, Chicago, Illinois 60690
Irving Trust Company
1 Wall Street, New York, New York 10015

Northern States Power Company (Wisconsin)
Trustee-Bonds
First Wisconsin Trust Company
777 East Wisconsin Avenue, Milwaukee, Wisconsin 53202
Coupon-Paying Agents-Bonds
First Wisconsin Trust Company
777 East Wisconsin Avenue, Milwaukee, Wisconsin 53202
Harris Trust and Savings Bank
111 West Monroe, Chicago, Illinois 60690
Irving Trust Company
1 Wall Street, New York, New York 10015

Lake Superior District Power Company
Transfer Agent-Common and Preferred Stocks
Northern States Power Company
414 Nicollet Mall, Minneapolis, Minnesota 55401
Trustee-Bonds
First Wisconsin Trust Company
777 East Wisconsin Avenue, Milwaukee, Wisconsin 53202

z

MW
Northern States Power Company
414 Nicollet Mall
Minneapolis, Minnesota 55401
(612) 330-5500

Bulk R e

U.S. Po a
PAID
Min
po s, MN
Pe it No. 580

Printed in U.S.A.

