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m COMMERCE
DEPARTMENT
Before the Minnesota Public Utilities Commission

Comments of the Minnesota Department of Commerce

Docket No. G0O02/M-25-403

. INTRODUCTION

On October 31, 2025, Northern States Power Company, d/b/a Xcel Energy (Xcel or the Company) filed a
general rate case with the Minnesota Public Utilities Commission (Commission) to increase rates for
natural gas utility service in Docket No. G002/GR-25-356.1 In its 2025 Rate Case, Xcel is seeking an
increase in base revenue of $63.4 million per year (or 8.2 percent), as well as an interim rate increase
of $51.47 million (or 6.8 percent).?

Concurrent with its 2025 Rate Case, Xcel filed a Petition with a proposal to resolve its 2025 Rate Case in
exchange for Commission approval of its rate case alternative, comprising:3

¢ Cost recovery through the State Energy Policy (SEP) Rider subject to true-up, for certain
incremental costs, with a total baseline cost recovery of $46.3 million, with an effective date of
January 1, 2026; and

e Approval to track property tax and damage prevention costs above or below the 2026 baseline
amount for review in a future rate case proceeding.

In the summary of its Petition, the Company stated that its offer, if approved, will:

Offer an alternative to litigating the rate case proceeding in Docket No.
G002/GR-25-356, avoid a base rate increase for our natural gas customers,
and free resources for stakeholders while preserving the financial health
of the Company’s Minnesota gas utility and its ability to continue providing
safe, reliable, and affordable nature gas service.*

Xcel stated if the Commission approves these proposals, it will implement these terms, fully resolving
the 2025 Rate Case, and thus avoiding contested case proceedings. But the Company also stated that if
the Petition is not approved as proposed, it reserves the right to withdraw the Petition and proceed
with the 2025 Rate Case in the ordinary course, with interim rates effective January 1, 2026.°

Per the Company’s proposal, if the Commission approves the proposed rate case alternative, Xcel will
not file another rate case until on or after October 30, 2026.

L In the Matter of the Application of Xcel Energy’s Petition for Authority to Increase Natural Gas Rates in Minnesota, October
31, 2025, Docket No. G002/GR-25-356, (eDockets) 202510-224501-01, (hereinafter “2025 Rate Case”).

2 In the Matter of Petition of Northern States Power Company for Approval of SEP Rider Recovery with True-Up Mechanisms,
October 31, 2025, Docket No. G002/M-25-403, (eDockets) 202510-224514-01, (hereinafter “Petition”), at 1-2.

3 Petition at 2.

4 Petition at 1.

5 Petition at 3.
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1. PROCEDURAL BACKGROUND
October 31, 2025 Xcel filed its 2025 Rate Case.
October 31, 2025 Xcel filed its Petition for rate case alternative.
November 11, 2025 The Public Utilities Commission posted a Notice of Comment Period® for
the Petition.
1l. LEGAL ISSUE

The Petition proposes to recover costs for 2026 through the Company’s existing State Energy Policy
(SEP) rider. To begin, the Department questions whether it is permissible for these costs to be
recovered through the SEP rider. The Department understands that the SEP rider is not a statutorily
authorized rider like the fuel clause or purchase gas adjustment riders.” Rather, the Department
believes that the term “SEP rider” is a catch-call for specific expenses for which the Legislature has
expressly authorized recovery via “the automatic adjustment of charges” for utility service.? If the costs
that the Company proposes to recover do not fall into one of these legislatively authorized categories,
it is unclear to the Department that SEP rider recovery is permissible. The Department also notes that
some of the statutes that originally gave rise to the SEP rider have expired or have been repealed.® If
the Company believes that there is express statutory support for recovering the proposed costs in a
rider, the Department requests that the Company address it in Reply Comments.

V. DEPARTMENT ANALYSIS

The Petition proposes to establish a baseline amount for specific incremental costs for 2026 through
the existing SEP Rider, which would be effective January 1, 2026. The incremental costs proposed for
SEP Rider recovery are established by comparing the approved 2024 test year expenses'® to the
proposed 2026 test year expenses from the 2025 Rate Case. In addition to the rider, the Company
requests a true-up mechanism for 2026 actual expenses, whether those expenses are higher or lower
than estimated, for each of the components. This proposal would remain in effect until the Company’s
next gas rate case. The proposal results in an estimated SEP recovery of $46.3 million.

6 Public Utilities Commission, Notice of Comment Period, November 4, 2025, Docket No. G002/M-25-403, (eDockets)
202511-224658-01, (hereinafter “Notice”).
7 Minn. Stat. § 216B.16, subd. 7.
8 See, e.g., Minn. Stat. §§ 216C.052, subds. 2(d), subd. 3, 216B.1645, subds. 2(a), 4(a), 4(c).
9 Minn. Stat. §§ 216C.052.
101n the Matter of the Application of Northern States Power Company d/b/a Xcel Energy for Authority to Increase Rates for
Natural Gas Service in Minnesota, Public Utilities Commission, Order, March 5, 2025, Docket No. G002/GR-23-413,
(eDockets) 20253-216076-01, (hereinafter “2023 Rate Case”).
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For context, a general rate case is the mechanism that the Commission uses to ensure reasonable,
cost-based rates, and to encourage the utility to control costs between rate cases.

Thus, by design, the Commission’s rules as to what utilities must file for general rate cases typically
contain broad requirements about utility plant expenditures rather than highly specific requirements
about a utility’s system. The Commission’s filing requirements are broad enough to allow for a holistic
review of the representative costs of a utility’s rate base, expenses and revenues and give the utility
sufficient flexibility to manage its system and minimize costs.

True-ups occurring between rate cases can dilute that important incentive of managing costs and also
distort appropriate cost apportionment between customer classes by assuming that a likely outdated
cost apportionment remains reasonable. Therefore, it is difficult to ensure or conclude that rates
resulting from a true-up are reasonable rates.

A. RESPONSE TO THE COMMISSION NOTICE

The Commission’s Notice included eight topics open for comment, which the Department addresses
individually below.

Due to the short comment period in the Notice, Responses to Department Information Requests will
not be received by the Comments due date of November 12, 2025. The Department has requested
additional financial information to help support the record, even though the comment period does not
allow time for Response to Reply Comments.

A.1.  Should the Commission approve Xcel’s proposed SEP Rider Recovery to establish
baseline for $46.3 million effective January 1, 2026, subject to true-up to actual
2026 expenses?

The Department recommends the Commission deny Xcel’s proposed SEP Rider and True-Up
Mechanism for 2026. As detailed in the sections below, the Department concludes the proposal for the
SEP Rider lacks support based on the information provided.

As noted above, the incremental costs proposed for SEP Rider recovery are established by comparing
the approved 2024 test year expenses from the 2023 Rate Case to the proposed 2026 test year
expenses from the 2025 Rate Case. But the Company provided no support for its proposed expenses or
actual expenses incurred for the proposed components to the SEP Rider. The Department requests the
Company provide, in Reply Comments, the 2024 actuals and the 2025 year-to-date expenses as of
October 31, 2025, for each true-up component proposed in the Petition. Please provide this
information on a total company and Minnesota Jurisdictional basis including support for the
allocator used.
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A.2.  Should the Commission approve Xcel’s proposed capital true-up for 2026 through
the existing SEP Rider?

The Department recommends the Commission deny Xcel’s proposed capital true-up for 2026 through
the SEP Rider.

The capital component of the SEP rider is the most significant driver, with 2026 forecasted SEP
recovery of $25.5 million revenue requirement.! This baseline is established by comparing approved
2024 test year amounts to the forecasted 2026 capital revenue requirement. The Department
acknowledges that the depreciation expense is consistent with the proposal made in the 2025 Rate
Case and the depreciation rates proposed reflect the rates proposed in the Company’s most recent
Annual Depreciation Review.'? The Department appreciates that the Company acknowledges if the
depreciation rates proposed in the Annual Depreciation Review are not approved, Xcel confirms that
the capital true-up would be calculated according to the depreciation rates approved.'3

The Company identifies the capital investments with the most significant impact on increasing Xcel’s
baseline include fire suppression systems along with a new control room at the Company’s gas plants
and capacity upgrades to gas facilities.'* There is, however, no record support provided by the
Company for these capital investments. Not only do we not have support, but these costs have not
been approved by the Commission. The Department cannot recommend approval to a true-up
component without reviewing the 2024 actual expenses, reviewing the 2025 year-to-date expenses,
and without having capital investments approved.

The Commission approved a “stay-out” proposal for Xcel - Electric in 2019 that included a capital true-
up. The capital true-up approved in the 2019 Stay Out differs from the Petition proposal for the
reasons below. First, the 2019 Stay Out capital true-up was asymmetrical, meaning the Company
would refund ratepayers if it incurred lower capital related revenue requirements than forecasted for
2019, but the Company could not collect increased revenues for greater than forecasted capital
expenditures. Second, the Commission concluded that 2019 Stay Out merely constituted a
continuation of base rates established in the utility’s most recent rate case under the multiyear rate
plan statute.® The Commission did not approve new additions to rate base or changes to operating
expenses based on information from outside the record of the utility’s most recently completed rate
case. Instead, the order appeared to recognize any such changes would warrant additional scrutiny and
likely require a rate case.

11 petition at 2, Petition Attachment A, and Petition Attachment B.

12 petition of Annual Review of Remaining Lives and Depreciation Rates for Transmission, Distribution and General Accounts,
September 9, 2024, Docket No. G002/D-23-356, (eDockets) 20249-210074-03, (hereinafter “Annual Depreciation Review”).
13 petition at 7.

14 petition at 7.

15 In the Matter of Northern States Power Company d/b/a Xcel Energy for Approval of True-Up Mechanisms, Public Utilities
Commission, Order, June 28, 2021, Docket No. E002/M-19-688, (eDockets) 20216-175457-01, (hereinafter “2019 Stay
Out”).
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A.3.  Should the Commission approve Xcel’s proposed Property Tax True-Up for 2026
through the existing SEP Rider?

The Department recommends the Commission deny Xcel’s proposed property tax true-up for 2026
through the SEP Rider and recommends Xcel continue to track its property tax true-up in the
established property tax tracker.

The Company’s 2026 forecasted SEP recovery for property tax is $10.5 million.® In a proposal for a
new rider, the Department would like to review the 2024 actual expenses and 2025 year-to-date
expenses, as requested in section A.1. Without support, the Department cannot recommend the
property tax component for approval.

Xcel currently has a property tax tracker in place. As part of its proposal in this Petition, Xcel is
requesting a modification to the existing property tax tracker. Xcel states:

The Company proposes to move the property tax cost recovery to the SEP
Rider for 2026, whereby forecasted increases in property taxes for 2026
would be implemented January 1, 2026, subject to true-up through the SEP
Rider if actual results differ from estimates. Any tracker balance for years
after 2026 would be subject to review in a future gas rate case.'’

The Department interprets the Company’s proposal as the 2026 actual property tax costs being trued-
up in the proposed SEP Rider instead of the property tax tracker, if approved. But the Petition also
states the following conflicting language:

Consistent with the concept of the Company’s current Property Tax true-
up mechanism and to capture costs associated with its Damage Prevention
work required by Minn. Stat. Chapter 216D and largely outside the
Company’s control, the Company further requests approval to track
Property Tax and Damage Prevention costs above or below the 2026
baseline amount after the end of the 2026 calendar year, for review in a
future rate proceeding.!®

The Department would like the Company to clarify in Reply Comments what expense the Company is
proposing to be reviewed in future rate cases.

16 petition at 2 and Petition Attachment A.
17 petition at 8.
18 petition at 2-3.
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A.4.  Should the Commission approve Xcel’s proposed Labor Cost Recovery for 2026
through the existing SEP Rider?

The Department recommends the Commission deny Xcel’s proposed labor cost recovery for 2026
through the SEP Rider. The Department believes the proposed labor costs would likely require
modifications as addressed below.

Xcel is proposing to recover incremental gas distribution, plant, and transmission operations labor
costs in the SEP Rider. The Company’s 2026 forecasted SEP recovery for labor cost is $6.1 million.?
Xcel asserts the increase is supported by wage increase for bargaining employees, an increase in the
internal labor headcount to support infrastructure needs, and overall wage increases to acquire and
retain employees.?°

As stated above, a general rate case is the mechanism that the Commission uses to ensure reasonable,
cost-based rates, and to encourage the utility to control costs between rate cases. Labor costs are a
key component that is evaluated by the Department when utilities file a rate case. The Departments
mainly evaluates labor costs for the following limitations and exclusions:

e The Commission has approved a 15 percent cap on short-term annual incentive
(STI) compensation in several rate cases;

e The Commission consistently rejects recovery of long-term incentive (LTI)
compensation costs; and

e The Commission limits recovery of executive compensation.

Since the Company did not provide any support for the requested labor costs which are the difference
between the approved 2024 test year and the proposed 2026 test year, the Department request the
following from the Company in Reply Comments:

* For the 2026 proposed test year filed labor cost recovery of $30.1 million, please provide a
breakout of this labor cost recovery, including amounts for STI compensation and percentage
of base salary, LTI compensation, executive compensation, and wages.

e  When comparing 2024 test year approved to 2026 test year proposed for labor cost recovery,
please identify any amounts that were included in the 2026 test year request that were not
approved in the 2024 test year approved, such as amounts over the cap for STI compensation,
LTI compensation, and executive compensation.

19 petition at 2 and Petition Attachment A.
20 petition at 8.
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The Department will not recommend labor costs of $6.1 million for approval without reviewing actual
2024 and 2025 year-to-date expenses as discussed earlier, and what STI compensation, LTI
compensation, and executive compensation are included in these requested labor costs.

A.5.  Should the Commission approve Xcel’s proposed Damage Prevention Recovery for
2026 through the existing SEP Rider?

The Department recommends the Commission deny Xcel’s proposed damage prevention recovery for
2026 through the SEP Rider.

The Company’s 2026 forecasted SEP recovery for damage prevention cost is $3.8 million.?! The
Company is also requesting to establish a tracker for true-up of future actual damage prevention costs.
This program was established to comply with state and federal regulations such as the Minnesota
Gopher State One Call (811) laws.?? Its primary purpose is to reduce damage to buried facilities.
Reasoning for the increase in program costs include vendor contract increases and an increase in
locates across Xcel’s service territory.?3

While the Department acknowledges the importance of damage prevention costs for legal compliance,
safety, and the third-party expenses outside the Company’s control; this general assertion does not
support the proposed incremental costs. Before recommending approval for any incremental costs, the
Department would need to review the 2024 actual expenses and 2025 year-to-date expenses. But the
Company did not provide any actual expenses incurred for the proposed components to the SEP Rider,
nor did it support its 2026 forecast. As for the tracker, Xcel states:

The Company further requests to establish a tracker for amounts incurred
above or below the 2026 baseline amount after 2026, which would be
subject to review in a future gas rate case.?*

The Department interprets the Company’s proposal as the 2026 actual damage prevention costs being
trued-up in the proposed SEP Rider, if approved. Like the property tax true-up request, the
Department would like the Company to clarify in Reply Comments what expense the Company is
proposing to be reviewed in future rate cases.

A.6.  Should the Commission approve Xcel’s proposed Manufactured Gas Plant (MGP)
Costs for 2026 through the existing SEP rider?

The Department recommends the Commission deny Xcel’s proposed MGP recovery for 2026 through
the SEP Rider.

21 petition at 2 and Petition Attachment A.
22 Minn. Stat. Ch. 216D (2025).

23 petition at 9.

24 petition at 9.
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Xcel is proposing recovery in the SEP Rider for incremental manufactured gas plant (MGP) costs. The
Company’s 2026 forecasted SEP recovery for incremental MGP cost is $0.4 million.?> MGP costs include
expenses incurred to resolve environmental claims related to historical MGP sites.2®

The Company asserts that actual MGP costs are difficult to predict on an annual basis. Xcel is
responsible for five MGP sites in Minnesota. According to Xcel, several factors go into MGP expenses,
including uncertainty over whether any insurance recoveries may offset the investigation and cleanup
costs.?’

Like the other components of the proposed SEP Rider, the Company does not provide any support for
the incremental MGP costs. Before recommending approval for any incremental costs, the Department
would need to review the 2024 actual expenses and 2025 year-to-date expenses, as well as support for
the 2026 forecast. But the Company did not provide any actual expenses incurred for the proposed
components to the SEP Rider.

A.7.  Should the Commission approve Xcel’s request to leave its base rates unchanged
in 2026 and to withdraw its application for general increase in Docket No.
G002/GR-25-365?

The Department recommends the Commission deny Xcel’s request to leave its base rates unchanged in
2026 and withdraw it application for general increase in Docket No. G002/GR-25-365.

A.8. Are there other issues or concerns related to this matter?

A.8.1. Rate Design — Bill Impacts

The Department has concerns about the difference between the rate design used in the Company’s
rate cases verses the SEP Rider. In rate cases, the rate design has various ways to assign costs to
customer classes. Costs are assigned using fixed charges, demand, and energy. But in the SEP Rider, all
costs are assigned based entirely on sales. This is why the residential impact is only $2.6928 per month
under the SEP Rider but is $5.84%° per month under the 2025 Rate Case for interim rates.

25 petition at 2 and Petition Attachment A.
26 petition at 9.
27 petition at 9.
28 petition at 7.
29 petition at 2.
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Xcel provided Table 1 in the Petition, which the Department has included below:

Company Petition Table 1

Gas SEP Rate Factor

Revenue Requirement Test Period 2026
Test Year Project Revenue $46,329,264
Requirement

Therms for Rate 1,227,923,665
Gas Rate/therm $0.37730
Average Residential bill $2.69
impact/Month

Average Residential bill $32.29
impact/Year

The Department request the following from the Company in Reply Comments:

e Please provide all calculations used to determine the average residential bill
impact per month and the average residential bill impact per year, as shown in
Petition Table 1.

e Please provide tables showing the SEP Rider impact on the following customer classes:
o Small Commercial Firm

Large Commercial Firm

Small and Large Commercial Demand Billed

Small Interruptible

Medium and Large Interruptible

Transportation

o Generation.

O O O O O

e Similar to Petition Table 1, for each customer class above, please provide the following:
o Test year project revenue requirement

Therms for rate

Gas rate per therm

Average bill impact per month

Average bill impact per year.

O O O O

The Department is under the assumption that all the above customer classes would be impacted by
the SEP Rider and the $0.37730 per therm SEP rate, however, Xcel should address this assumption if it
is not correct.
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V.

DEPARTMENT RECOMMENDATIONS

Based on analysis of Xcel’s Petition and the information in the record, the Department has provided
the Minnesota Public Utilities Commission with recommendations as well as requests additional
information from the Company in Reply Comments. These recommendations and requests are
summarized below and correspond to the heading of Section Illl and subheadings of Section IV above.

V.

LEGAL ISSUE

The Department questions whether it is permissible for the proposed costs to be recovered
through the SEP rider. If the Company believes that there is express statutory support for

recovering the proposed costs in a rider, the Department requests that the Company address it
in Reply Comments.

DEPARTMENT ANALYSIS
A. RESPONSE TO COMMISSION NOTICE

A.1. — Should the Commission approve Xcel’s proposed SEP Rider Recovery to
establish baseline for 546.3 million effective January 1, 2026, subject to true-up to
actual 2026 expenses?

o The Department recommends the Commission deny Xcel’s proposed SEP Rider and
True-Up Mechanism for 2026.

o The Department requests the Company provide the 2024 actuals and the 2025 year-to-
date expenses as of October 31, 2025, for each true-up component proposed in the
Petition. Please provide this information on a total company and Minnesota
Jurisdictional basis including support for the allocator used.

A.2. - Should the Commission approve Xcel’s proposed capital true-up for 2026 through the
existing SEP Rider?

o The Department recommends the Commission deny Xcel’s proposed capital true-up for
2026 through the SEP Rider.

A.3.—Should the Commission approve Xcel’s proposed Property Tax True-Up for 2026 through
the existing SEP Rider?

o The Department recommends the Commission deny Xcel’s proposed property tax true-
up for 2026 through the SEP Rider.

o Department requests the Company to clarify what property tax expense the Company is
proposing to be reviewed in future rate cases.

10
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e A.4. —Should the Commission approve Xcel’s proposed Labor Cost Recovery for 2026 through
the existing SEP Rider?

o The Department recommends the Commission deny Xcel’s proposed labor cost recovery
for 2026 through the SEP Rider.
o The Department request the Company provide:
= For the 2026 proposed test year filed labor cost recovery of $30.1 million, please
provide a breakout of this labor cost recovery, including amounts for short-term
incentive compensation and percentage of base salary, long-term incentive
compensation, executive compensation, and wages.
=  When comparing 2024 test year approved to 2026 test year proposed for labor
cost recovery, please identify any amounts that were included in the 2026 test
year request that were not approved in the 2024 test year approved, such as
amounts over the cap for short-term incentive compensation, long-term
incentive compensation, and executive compensation.

e A.5.—Should the Commission approve Xcel’s proposed Damage Prevention Recovery for 2026
through the existing SEP Rider?

o The Department recommends the Commission deny Xcel’s proposed damage
prevention recovery for 2026 through the SEP Rider.

o Department requests the Company to clarify what damage prevention expense the
Company is proposing to be reviewed in future rate cases.

e A.6. - Should the Commission approve Xcel’s proposed Manufactured Gas Plant (MGP) Costs for
2026 through the existing SEP rider?

o The Department recommends the Commission deny Xcel’s proposed MGP recovery for
2026 through the SEP Rider.

e A.7.-Should the Commission approve Xcel’s request to leave its base rates unchanged in 2026
and to withdraw its application for general increase in Docket No. GO02/GR-25-3657?

o The Department recommends the Commission deny Xcel’s request to leave its base
rates unchanged in 2026 and withdraw it application for general increase in Docket No.
G002/GR-25-365.

e A.8. - Are there other issues and concerns related to this matter?

o A.8.1. The Department request the following from the Company:
= Please provide all calculations used to determine the average
residential bill impact per month and the average residential bill
impact per year, as shown in Petition Table 1.
= Please provide tables showing the SEP Rider impact on the following customer
classes:
e Small Commercial Firm
11



Docket No. G002/M-25-403
Analyst assigned: Ashley Uphus

Large Commercial Firm

Small and Large Commercial Demand Billed
Small Interruptible

Medium and Large Interruptible
Transportation

Generation.

= Like Petition Table 1, for each customer class above, please provide the
following:

Test year project revenue requirement
Therms for rate

Gas rate per therm

Average bill impact per month
Average bill impact per year.

The Department is under the assumption that all the above customer classes would be impacted by
the SEP Rider and the $0.37730 per therm SEP rate, however, Xcel should address this assumption if it

is not correct.

12
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November 12, 2025





Sasha Bergman
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101-2147  





RE:	Comments of the Minnesota Department of Commerce

	Docket No. G002/M-25-403





Dear Ms. Bergman,



Attached are the comments of the Minnesota Department of Commerce (Department) in the following matter:

Petition for Approval of SEP Rider Recovery with True-Up Mechanisms. 

The Petition was filed by Northern States Power Company, d/b/a Xcel Energy (Xcel) on October 31, 2025.



The Department recommends that the Minnesota Public Utilities Commission (Commission) deny Xcel’s Petition and also requests additional information and clarification regarding Xcel’s Proposed SEP Rider Recovery with True-Up Mechanism as described herein. The Department is available to answer any questions the Minnesota Public Utilities Commission may have.





Sincerely,







/s/ Dr. SYDNIE LIEB                                                     

Assistant Commissioner of Regulatory Analysis   



AU/ar
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Before the Minnesota Public Utilities Commission

		

Comments of the Minnesota Department of Commerce



Docket No. G002/M-25-403



[bookmark: _Toc174055957]INTRODUCTION 

On October 31, 2025, Northern States Power Company, d/b/a Xcel Energy (Xcel or the Company) filed a general rate case with the Minnesota Public Utilities Commission (Commission) to increase rates for natural gas utility service in Docket No. G002/GR-25-356.[footnoteRef:2] In its 2025 Rate Case, Xcel is seeking an increase in base revenue of $63.4 million per year (or 8.2 percent), as well as an interim rate increase of $51.47 million (or 6.8 percent).[footnoteRef:3] [2:  In the Matter of the Application of Xcel Energy’s Petition for Authority to Increase Natural Gas Rates in Minnesota, October 31, 2025, Docket No. G002/GR-25-356, (eDockets) 202510-224501-01, (hereinafter “2025 Rate Case”).]  [3:  In the Matter of Petition of Northern States Power Company for Approval of SEP Rider Recovery with True-Up Mechanisms, October 31, 2025, Docket No. G002/M-25-403, (eDockets) 202510-224514-01, (hereinafter “Petition”), at 1-2.] 




Concurrent with its 2025 Rate Case, Xcel filed a Petition with a proposal to resolve its 2025 Rate Case in exchange for Commission approval of its rate case alternative, comprising:[footnoteRef:4] [4:  Petition at 2. ] 




· Cost recovery through the State Energy Policy (SEP) Rider subject to true-up, for certain incremental costs, with a total baseline cost recovery of $46.3 million, with an effective date of January 1, 2026; and

· Approval to track property tax and damage prevention costs above or below the 2026 baseline amount for review in a future rate case proceeding.



In the summary of its Petition, the Company stated that its offer, if approved, will:

Offer an alternative to litigating the rate case proceeding in Docket No. G002/GR-25-356, avoid a base rate increase for our natural gas customers, and free resources for stakeholders while preserving the financial health of the Company’s Minnesota gas utility and its ability to continue providing safe, reliable, and affordable nature gas service.[footnoteRef:5]  [5:  Petition at 1.] 


Xcel stated if the Commission approves these proposals, it will implement these terms, fully resolving the 2025 Rate Case, and thus avoiding contested case proceedings. But the Company also stated that if the Petition is not approved as proposed, it reserves the right to withdraw the Petition and proceed with the 2025 Rate Case in the ordinary course, with interim rates effective January 1, 2026. [footnoteRef:6] [6:  Petition at 3. ] 




Per the Company’s proposal, if the Commission approves the proposed rate case alternative, Xcel will not file another rate case until on or after October 30, 2026.

[bookmark: _Toc174055958]PROCEDURAL BACKGROUND  

		October 31, 2025

		Xcel filed its 2025 Rate Case.





		October 31, 2025

		Xcel filed its Petition for rate case alternative. 





		November 11, 2025

		The Public Utilities Commission posted a Notice of Comment Period[footnoteRef:7] for the Petition.  [7:  Public Utilities Commission, Notice of Comment Period, November 4, 2025, Docket No. G002/M-25-403, (eDockets) 202511-224658-01, (hereinafter “Notice”). ] 






		

		





Legal issue

[bookmark: _Hlk213403634]The Petition proposes to recover costs for 2026 through the Company’s existing State Energy Policy (SEP) rider. To begin, the Department questions whether it is permissible for these costs to be recovered through the SEP rider. The Department understands that the SEP rider is not a statutorily authorized rider like the fuel clause or purchase gas adjustment riders.[footnoteRef:8] Rather, the Department believes that the term “SEP rider” is a catch-call for specific expenses for which the Legislature has expressly authorized recovery via “the automatic adjustment of charges” for utility service.[footnoteRef:9] If the costs that the Company proposes to recover do not fall into one of these legislatively authorized categories, it is unclear to the Department that SEP rider recovery is permissible. The Department also notes that some of the statutes that originally gave rise to the SEP rider have expired or have been repealed.[footnoteRef:10] If the Company believes that there is express statutory support for recovering the proposed costs in a rider, the Department requests that the Company address it in Reply Comments.  [8:  Minn. Stat. § 216B.16, subd. 7. ]  [9:  See, e.g., Minn. Stat. §§ 216C.052, subds. 2(d), subd. 3, 216B.1645, subds. 2(a), 4(a), 4(c). ]  [10:  Minn. Stat. §§ 216C.052. ] 


Department analysis 

The Petition proposes to establish a baseline amount for specific incremental costs for 2026 through the existing SEP Rider, which would be effective January 1, 2026. The incremental costs proposed for SEP Rider recovery are established by comparing the approved 2024 test year expenses[footnoteRef:11] to the proposed 2026 test year expenses from the 2025 Rate Case. In addition to the rider, the Company requests a true-up mechanism for 2026 actual expenses, whether those expenses are higher or lower than estimated, for each of the components. This proposal would remain in effect until the Company’s next gas rate case. The proposal results in an estimated SEP recovery of $46.3 million.  [11:  In the Matter of the Application of Northern States Power Company d/b/a Xcel Energy for Authority to Increase Rates for Natural Gas Service in Minnesota, Public Utilities Commission, Order, March 5, 2025, Docket No. G002/GR-23-413, (eDockets) 20253-216076-01, (hereinafter “2023 Rate Case”).] 




For context, a general rate case is the mechanism that the Commission uses to ensure reasonable, cost-based rates, and to encourage the utility to control costs between rate cases.



Thus, by design, the Commission’s rules as to what utilities must file for general rate cases typically contain broad requirements about utility plant expenditures rather than highly specific requirements about a utility’s system. The Commission’s filing requirements are broad enough to allow for a holistic review of the representative costs of a utility’s rate base, expenses and revenues and give the utility sufficient flexibility to manage its system and minimize costs.



True-ups occurring between rate cases can dilute that important incentive of managing costs and also distort appropriate cost apportionment between customer classes by assuming that a likely outdated cost apportionment remains reasonable. Therefore, it is difficult to ensure or conclude that rates resulting from a true-up are reasonable rates.

Response to the commission notice 

The Commission’s Notice included eight topics open for comment, which the Department addresses individually below. 



Due to the short comment period in the Notice, Responses to Department Information Requests will not be received by the Comments due date of November 12, 2025. The Department has requested additional financial information to help support the record, even though the comment period does not allow time for Response to Reply Comments.   



[bookmark: _Hlk213333850]Should the Commission approve Xcel’s proposed SEP Rider Recovery to establish baseline for $46.3 million effective January 1, 2026, subject to true-up to actual 2026 expenses? 



The Department recommends the Commission deny Xcel’s proposed SEP Rider and True-Up Mechanism for 2026. As detailed in the sections below, the Department concludes the proposal for the SEP Rider lacks support based on the information provided. 



As noted above, the incremental costs proposed for SEP Rider recovery are established by comparing the approved 2024 test year expenses from the 2023 Rate Case to the proposed 2026 test year expenses from the 2025 Rate Case. But the Company provided no support for its proposed expenses or actual expenses incurred for the proposed components to the SEP Rider. The Department requests the Company provide, in Reply Comments, the 2024 actuals and the 2025 year-to-date expenses as of October 31, 2025, for each true-up component proposed in the Petition. Please provide this information on a total company and Minnesota Jurisdictional basis including support for the allocator used. 







[bookmark: _Hlk213333904]Should the Commission approve Xcel’s proposed capital true-up for 2026 through the existing SEP Rider? 



[bookmark: _Hlk213334790]The Department recommends the Commission deny Xcel’s proposed capital true-up for 2026 through the SEP Rider. 



The capital component of the SEP rider is the most significant driver, with 2026 forecasted SEP recovery of $25.5 million revenue requirement.[footnoteRef:12] This baseline is established by comparing approved 2024 test year amounts to the forecasted 2026 capital revenue requirement. The Department acknowledges that the depreciation expense is consistent with the proposal made in the 2025 Rate Case and the depreciation rates proposed reflect the rates proposed in the Company’s most recent Annual Depreciation Review.[footnoteRef:13] The Department appreciates that the Company acknowledges if the depreciation rates proposed in the Annual Depreciation Review are not approved, Xcel confirms that the capital true-up would be calculated according to the depreciation rates approved.[footnoteRef:14]  [12:  Petition at 2, Petition Attachment A, and Petition Attachment B. ]  [13:  Petition of Annual Review of Remaining Lives and Depreciation Rates for Transmission, Distribution and General Accounts, September 9, 2024, Docket No. G002/D-23-356, (eDockets) 20249-210074-03, (hereinafter “Annual Depreciation Review”).]  [14:  Petition at 7. ] 




The Company identifies the capital investments with the most significant impact on increasing Xcel’s baseline include fire suppression systems along with a new control room at the Company’s gas plants and capacity upgrades to gas facilities.[footnoteRef:15] There is, however, no record support provided by the Company for these capital investments. Not only do we not have support, but these costs have not been approved by the Commission. The Department cannot recommend approval to a true-up component without reviewing the 2024 actual expenses, reviewing the 2025 year-to-date expenses, and without having capital investments approved. [15:  Petition at 7.] 




The Commission approved a “stay-out” proposal for Xcel - Electric in 2019 that included a capital true-up. The capital true-up approved in the 2019 Stay Out differs from the Petition proposal for the reasons below. First, the 2019 Stay Out capital true-up was asymmetrical, meaning the Company would refund ratepayers if it incurred lower capital related revenue requirements than forecasted for 2019, but the Company could not collect increased revenues for greater than forecasted capital expenditures. Second, the Commission concluded that 2019 Stay Out merely constituted a continuation of base rates established in the utility’s most recent rate case under the multiyear rate plan statute.[footnoteRef:16] The Commission did not approve new additions to rate base or changes to operating expenses based on information from outside the record of the utility’s most recently completed rate case. Instead, the order appeared to recognize any such changes would warrant additional scrutiny and likely require a rate case. [16:  In the Matter of Northern States Power Company d/b/a Xcel Energy for Approval of True-Up Mechanisms, Public Utilities Commission, Order, June 28, 2021, Docket No. E002/M-19-688, (eDockets) 20216-175457-01, (hereinafter “2019 Stay Out”).] 




[bookmark: _Hlk213333924]Should the Commission approve Xcel’s proposed Property Tax True-Up for 2026 through the existing SEP Rider? 



[bookmark: _Hlk213333941]The Department recommends the Commission deny Xcel’s proposed property tax true-up for 2026 through the SEP Rider and recommends Xcel continue to track its property tax true-up in the established property tax tracker. 



The Company’s 2026 forecasted SEP recovery for property tax is $10.5 million.[footnoteRef:17] In a proposal for a new rider, the Department would like to review the 2024 actual expenses and 2025 year-to-date expenses, as requested in section A.1. Without support, the Department cannot recommend the property tax component for approval.  [17:  Petition at 2 and Petition Attachment A.] 


 

Xcel currently has a property tax tracker in place. As part of its proposal in this Petition, Xcel is requesting a modification to the existing property tax tracker. Xcel states: 

The Company proposes to move the property tax cost recovery to the SEP Rider for 2026, whereby forecasted increases in property taxes for 2026 would be implemented January 1, 2026, subject to true-up through the SEP Rider if actual results differ from estimates. Any tracker balance for years after 2026 would be subject to review in a future gas rate case.[footnoteRef:18]  [18:  Petition at 8.] 


The Department interprets the Company’s proposal as the 2026 actual property tax costs being trued-up in the proposed SEP Rider instead of the property tax tracker, if approved. But the Petition also states the following conflicting language: 

Consistent with the concept of the Company’s current Property Tax true-up mechanism and to capture costs associated with its Damage Prevention work required by Minn. Stat. Chapter 216D and largely outside the Company’s control, the Company further requests approval to track Property Tax and Damage Prevention costs above or below the 2026 baseline amount after the end of the 2026 calendar year, for review in a future rate proceeding.[footnoteRef:19]  [19:  Petition at 2-3. ] 


The Department would like the Company to clarify in Reply Comments what expense the Company is proposing to be reviewed in future rate cases. 











Should the Commission approve Xcel’s proposed Labor Cost Recovery for 2026 through the existing SEP Rider? 



[bookmark: _Hlk213333998]The Department recommends the Commission deny Xcel’s proposed labor cost recovery for 2026 through the SEP Rider. The Department believes the proposed labor costs would likely require modifications as addressed below. 



Xcel is proposing to recover incremental gas distribution, plant, and transmission operations labor costs in the SEP Rider. The Company’s 2026 forecasted SEP recovery for labor cost is $6.1 million.[footnoteRef:20] Xcel asserts the increase is supported by wage increase for bargaining employees, an increase in the internal labor headcount to support infrastructure needs, and overall wage increases to acquire and retain employees.[footnoteRef:21]  [20:  Petition at 2 and Petition Attachment A.]  [21:  Petition at 8. ] 




As stated above, a general rate case is the mechanism that the Commission uses to ensure reasonable, cost-based rates, and to encourage the utility to control costs between rate cases. Labor costs are a key component that is evaluated by the Department when utilities file a rate case. The Departments mainly evaluates labor costs for the following limitations and exclusions: 

· The Commission has approved a 15 percent cap on short-term annual incentive (STI) compensation in several rate cases; 

· The Commission consistently rejects recovery of long-term incentive (LTI) compensation costs; and  

· The Commission limits recovery of executive compensation. 



Since the Company did not provide any support for the requested labor costs which are the difference between the approved 2024 test year and the proposed 2026 test year, the Department request the following from the Company in Reply Comments: 



· For the 2026 proposed test year filed labor cost recovery of $30.1 million, please provide a breakout of this labor cost recovery, including amounts for STI compensation and percentage of base salary, LTI compensation, executive compensation, and wages. 



· When comparing 2024 test year approved to 2026 test year proposed for labor cost recovery, please identify any amounts that were included in the 2026 test year request that were not approved in the 2024 test year approved, such as amounts over the cap for STI compensation, LTI compensation, and executive compensation. 



The Department will not recommend labor costs of $6.1 million for approval without reviewing actual 2024 and 2025 year-to-date expenses as discussed earlier, and what STI compensation, LTI compensation, and executive compensation are included in these requested labor costs. 

  

Should the Commission approve Xcel’s proposed Damage Prevention Recovery for 2026 through the existing SEP Rider? 



[bookmark: _Hlk213334046]The Department recommends the Commission deny Xcel’s proposed damage prevention recovery for 2026 through the SEP Rider. 



The Company’s 2026 forecasted SEP recovery for damage prevention cost is $3.8 million.[footnoteRef:22] The Company is also requesting to establish a tracker for true-up of future actual damage prevention costs. This program was established to comply with state and federal regulations such as the Minnesota Gopher State One Call (811) laws.[footnoteRef:23] Its primary purpose is to reduce damage to buried facilities. Reasoning for the increase in program costs include vendor contract increases and an increase in locates across Xcel’s service territory.[footnoteRef:24]  [22:  Petition at 2 and Petition Attachment A.]  [23:  Minn. Stat. Ch. 216D (2025). ]  [24:  Petition at 9. ] 




While the Department acknowledges the importance of damage prevention costs for legal compliance, safety, and the third-party expenses outside the Company’s control; this general assertion does not support the proposed incremental costs. Before recommending approval for any incremental costs, the Department would need to review the 2024 actual expenses and 2025 year-to-date expenses. But the Company did not provide any actual expenses incurred for the proposed components to the SEP Rider, nor did it support its 2026 forecast. As for the tracker, Xcel states: 

The Company further requests to establish a tracker for amounts incurred above or below the 2026 baseline amount after 2026, which would be subject to review in a future gas rate case.[footnoteRef:25]  [25:  Petition at 9.] 


The Department interprets the Company’s proposal as the 2026 actual damage prevention costs being trued-up in the proposed SEP Rider, if approved. Like the property tax true-up request, the Department would like the Company to clarify in Reply Comments what expense the Company is proposing to be reviewed in future rate cases. 



[bookmark: _Hlk213334074]Should the Commission approve Xcel’s proposed Manufactured Gas Plant (MGP) Costs for 2026 through the existing SEP rider? 



[bookmark: _Hlk213334092]The Department recommends the Commission deny Xcel’s proposed MGP recovery for 2026 through the SEP Rider. 



Xcel is proposing recovery in the SEP Rider for incremental manufactured gas plant (MGP) costs. The Company’s 2026 forecasted SEP recovery for incremental MGP cost is $0.4 million.[footnoteRef:26] MGP costs include expenses incurred to resolve environmental claims related to historical MGP sites.[footnoteRef:27]  [26:  Petition at 2 and Petition Attachment A.]  [27:  Petition at 9.] 




The Company asserts that actual MGP costs are difficult to predict on an annual basis. Xcel is responsible for five MGP sites in Minnesota. According to Xcel, several factors go into MGP expenses, including uncertainty over whether any insurance recoveries may offset the investigation and cleanup costs.[footnoteRef:28]  [28:  Petition at 9.] 




Like the other components of the proposed SEP Rider, the Company does not provide any support for the incremental MGP costs. Before recommending approval for any incremental costs, the Department would need to review the 2024 actual expenses and 2025 year-to-date expenses, as well as support for the 2026 forecast. But the Company did not provide any actual expenses incurred for the proposed components to the SEP Rider. 



[bookmark: _Hlk213334177]Should the Commission approve Xcel’s request to leave its base rates unchanged in 2026 and to withdraw its application for general increase in Docket No. G002/GR-25-365? 



The Department recommends the Commission deny Xcel’s request to leave its base rates unchanged in 2026 and withdraw it application for general increase in Docket No. G002/GR-25-365.



Are there other issues or concerns related to this matter? 

Rate Design – Bill Impacts 



The Department has concerns about the difference between the rate design used in the Company’s rate cases verses the SEP Rider. In rate cases, the rate design has various ways to assign costs to customer classes. Costs are assigned using fixed charges, demand, and energy. But in the SEP Rider, all costs are assigned based entirely on sales. This is why the residential impact is only $2.69[footnoteRef:29] per month under the SEP Rider but is $5.84[footnoteRef:30] per month under the 2025 Rate Case for interim rates.  [29:  Petition at 7. ]  [30:  Petition at 2. ] 







Xcel provided Table 1 in the Petition, which the Department has included below: 



Company Petition Table 1 

		Gas SEP Rate Factor

		



		Revenue Requirement Test Period

		2026



		Test Year Project Revenue Requirement

		$46,329,264



		Therms for Rate

		1,227,923,665



		Gas Rate/therm

		$0.37730



		Average Residential bill impact/Month

		$2.69



		Average Residential bill impact/Year

		$32.29







The Department request the following from the Company in Reply Comments: 

· Please provide all calculations used to determine the average residential bill impact per month and the average residential bill impact per year, as shown in Petition Table 1.

· Please provide tables showing the SEP Rider impact on the following customer classes: 

· Small Commercial Firm 

· Large Commercial Firm

· Small and Large Commercial Demand Billed 

· Small Interruptible

· Medium and Large Interruptible

· Transportation 

· Generation. 

· Similar to Petition Table 1, for each customer class above, please provide the following: 

· Test year project revenue requirement 

· Therms for rate

· Gas rate per therm

· Average bill impact per month

· Average bill impact per year.



The Department is under the assumption that all the above customer classes would be impacted by the SEP Rider and the $0.37730 per therm SEP rate, however, Xcel should address this assumption if it is not correct. 











[bookmark: _Toc174055968]DEPARTMENT RECOMMENDATIONS 

[bookmark: _Toc174055969]Based on analysis of Xcel’s Petition and the information in the record, the Department has provided the Minnesota Public Utilities Commission with recommendations as well as requests additional information from the Company in Reply Comments. These recommendations and requests are summarized below and correspond to the heading of Section III and subheadings of Section IV above. 



III. 	LEGAL ISSUE 

· The Department questions whether it is permissible for the proposed costs to be recovered through the SEP rider. If the Company believes that there is express statutory support for recovering the proposed costs in a rider, the Department requests that the Company address it in Reply Comments.



IV. 	DEPARTMENT ANALYSIS 

response to commission notice 

· A.1. – Should the Commission approve Xcel’s proposed SEP Rider Recovery to establish baseline for $46.3 million effective January 1, 2026, subject to true-up to actual 2026 expenses? 

· The Department recommends the Commission deny Xcel’s proposed SEP Rider and True-Up Mechanism for 2026.

· The Department requests the Company provide the 2024 actuals and the 2025 year-to-date expenses as of October 31, 2025, for each true-up component proposed in the Petition. Please provide this information on a total company and Minnesota Jurisdictional basis including support for the allocator used.



A.2. -  Should the Commission approve Xcel’s proposed capital true-up for 2026 through the existing SEP Rider? 



· The Department recommends the Commission deny Xcel’s proposed capital true-up for 2026 through the SEP Rider.



A.3. – Should the Commission approve Xcel’s proposed Property Tax True-Up for 2026 through the existing SEP Rider? 



· The Department recommends the Commission deny Xcel’s proposed property tax true-up for 2026 through the SEP Rider.

· Department requests the Company to clarify what property tax expense the Company is proposing to be reviewed in future rate cases.









A.4. – Should the Commission approve Xcel’s proposed Labor Cost Recovery for 2026 through the existing SEP Rider? 



· The Department recommends the Commission deny Xcel’s proposed labor cost recovery for 2026 through the SEP Rider.

· The Department request the Company provide: 

· For the 2026 proposed test year filed labor cost recovery of $30.1 million, please provide a breakout of this labor cost recovery, including amounts for short-term incentive compensation and percentage of base salary, long-term incentive compensation, executive compensation, and wages. 

· When comparing 2024 test year approved to 2026 test year proposed for labor cost recovery, please identify any amounts that were included in the 2026 test year request that were not approved in the 2024 test year approved, such as amounts over the cap for short-term incentive compensation, long-term incentive compensation, and executive compensation. 



A.5. – Should the Commission approve Xcel’s proposed Damage Prevention Recovery for 2026 through the existing SEP Rider? 



· The Department recommends the Commission deny Xcel’s proposed damage prevention recovery for 2026 through the SEP Rider.

· Department requests the Company to clarify what damage prevention expense the Company is proposing to be reviewed in future rate cases.



A.6. - Should the Commission approve Xcel’s proposed Manufactured Gas Plant (MGP) Costs for 2026 through the existing SEP rider? 



· The Department recommends the Commission deny Xcel’s proposed MGP recovery for 2026 through the SEP Rider.



A.7. - Should the Commission approve Xcel’s request to leave its base rates unchanged in 2026 and to withdraw its application for general increase in Docket No. G002/GR-25-365? 



· The Department recommends the Commission deny Xcel’s request to leave its base rates unchanged in 2026 and withdraw it application for general increase in Docket No. G002/GR-25-365.



A.8. - Are there other issues and concerns related to this matter? 



· A.8.1. The Department request the following from the Company: 

· Please provide all calculations used to determine the average residential bill impact per month and the average residential bill impact per year, as shown in Petition Table 1.

· Please provide tables showing the SEP Rider impact on the following customer classes: 

· Small Commercial Firm 

· Large Commercial Firm

· Small and Large Commercial Demand Billed 

· Small Interruptible

· Medium and Large Interruptible

· Transportation 

· Generation. 



· Like Petition Table 1, for each customer class above, please provide the following: 

· Test year project revenue requirement 

· Therms for rate

· Gas rate per therm

· Average bill impact per month

· Average bill impact per year.



The Department is under the assumption that all the above customer classes would be impacted by the SEP Rider and the $0.37730 per therm SEP rate, however, Xcel should address this assumption if it is not correct. 
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