
 
September 14, 2012 PUBLIC DOCUMENT –  
 TRADE SECRET DATA HAS BEEN EXCISED 
 
Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
350 Metro Square Building 
121 7th Place East 
St. Paul, Minnesota 55101-2147 
 
RE: PUBLIC Comments of the Minnesota Department of Commerce, Division of Energy 

Resources 
 Docket No. G002/M-12-862 
 
Dear Dr. Haar: 
 
Attached are the PUBLIC Comments of the Minnesota Department of Commerce, Division of Energy 
Resources (Department) in the following matter: 
 

Petition of Northern States Power Company for Approval of Changes in Contract Demand 
Entitlements. 

 
The petition was filed on August 1, 2012.  The petitioner on behalf of Xcel is: 
 
 Paul J. Lehman 
 Manager, Regulatory Compliance and Filings 
 Xcel Energy 
 414 Nicollet Mall - 7th Floor 
 Minneapolis, MN 55401 
 
The Department recommends that the Commission approve Xcel’s demand entitlements and its proposal 
to recover costs associated with demand entitlements, pending review of information discussed herein and 
resolution of any revisions in the implementation of changes in recovery of demand costs.  The 
Department has requested further information from Xcel in reply comments and on implementation. 
 
The Department is available to answer any questions the Commission may have. 
 
Sincerely, 
 
 
/s/ MARLON GRIFFING 
Financial Analyst 
651-297-3900 
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 
 

PUBLIC COMMENTS OF THE 
MINNESOTA DEPARTMENT OF COMMERCE 

DIVISION OF ENERGY RESOURCES 
 

DOCKET NO. G002/M-12-862 
 
 
 
I. SUMMARY OF XCEL ENERGY'S REQUEST 
 
Northern States Power Company (Xcel or the Company) filed a demand-entitlement petition 
(Petition) on August 1, 2012, with the Minnesota Public Utilities Commission (Commission).  
The Company requests Commission approval to place the Purchased Gas Adjustment (PGA) 
changes into effect on November 1, 2012.  The Company has stated that, in the event that the 
Commission does not act by November 1, 2012, the Company, pursuant to Minnesota Statute § 
216B.16, Subd. 7, Minnesota Rule 7825.2920, and Xcel’s PGA tariff (Minnesota Gas Rate Book 
sheet number 5-40, revision 2; sheet number 5-41, revision 7; and sheet number 5-42, revision 
3), will provisionally place the PGA changes into effect on November 1, 2012, subject to later 
Commission approval.  
 
In its Petition, Xcel requested approval from the Commission to implement its proposed 
interstate pipeline transportation, storage entitlements, and other demand-related contracts for 
2012-2013 effective November 1, 2012.  The Company requested that the adjustments be made 
through the PGA to reflect changes in its firm pipeline demand entitlement levels1 as follows: 
 

 decrease its Minnesota jurisdictional Design Day capacity by 135 dekatherms (Dth), 
about 0.02 percent (135 Dth/702,294 Dth); 

 change the capacity resources used to meet the Design Day requirement and increase 
the amount of capacity resources for Minnesota by 153 Dth or 0.02 percent (153 
Dth/745,094 Dth); 

  

                                                
1 The entitlement levels discussed in Xcel Energy’s filing for the total Minnesota Company are the combined 
entitlements for Xcel Energy’s Minnesota and North Dakota jurisdictions.  Minnesota’s portion of the entitlements 
is the total combined entitlements times the Minnesota allocation factor discussed below.  The Department has 
included Department Attachment 1, which shows the effect of the demand entitlement changes in the Minnesota 
jurisdiction. 
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 with these minor changes in Minnesota’s need and resources, essentially maintain its 
reserve margin for Minnesota at 6.1 percent; 

 slightly decease the Jurisdictional Allocations to Minnesota (rather than North 
Dakota) to reflect usage patterns; and 

 change its recovery of Supply Reservation fees. 
 
Specifically, Xcel requested the following changes in demand volumes for the total Minnesota 
Company as shown in Table 1. 
 

Table 1:  Proposed Changes in Entitlement for Minnesota Company 
 

 Proposed   Proposed 
Type of Entitlement Dth Change Rate Months Cost Change 
NNG TFX (Nov - Mar) 4,603 $15.1530  5  $348,746.30 
NNG TFX (Nov - Mar) (4,359) $15.1530  5  ($330,259.64) 
NNG TFX (Apr - Oct) 4,603 $5.6830  7  $183,111.94 
NNG TFX (Apr - Oct) (4,359) $5.6830 7  ($173,405.38) 
VGT FTA (Nov - Mar) 14,287 $4.8871  3  $209,465.99 
GLGT FT (Nov - Apr) 15,266 $3.6240  5  $276,619.92 
ANR FTS (Jan - Dec) 9,000 $5.3660  12  $579,528.00 
ANR FTS (Jan - Dec) (19) $4.1700  12  ($950.76) 
ANR FSS (Jan - Dec) (87) $2.0400  12  ($2,129.76) 
ANR FSS (Jan - Dec) (450) $0.4000  12  ($2,157.60) 
Total for Change in Pipeline Entitlement    $1,088,569.02 

 
As indicated in the table above, Xcel proposed a number of changes in its demand entitlements 
that would increase costs from all source systems by approximately $1.089 million.  This amount 
is for Minnesota and North Dakota customers.  As discussed further below, the majority of the 
increase in resources is for North Dakota. 
 
The Company proposed to increase its net supply entitlements from Great Lakes Transmission 
Company (GLGT), and ANR Pipeline Company (ANR), and decrease its net supplies from 
Northern Natural Gas (NNG) and Viking Gas Transmission Company (VGT).  The net change is 
an increase of 2,887 Dekatherms (Dth) for the total Minnesota Company but only 153 Dth for 
the Minnesota jurisdiction.  Because Xcel proposed to allocate more of the new capacity to North 
Dakota, the nominal increase in the reserve margin for Minnesota of 153 Dth would leave the 
reserve margin percentage at 6.1 percent. 
 
Xcel also requested approval to recover certain Producer Demand and Storage costs from both 
firm and interruptible customers in the Company’s monthly PGA, effective with the November 
1, 2012 billings.  The proposal is a carryover of a plan first presented in the Company’s 2007-
2008 demand-entitlement filing, Docket No. G002/M-07-1395 (2007-2008 Demand Entitlement) 
and again in Xcel’s subsequent demand entitlement filings (Docket Nos. G002/M-08-1315, 
G002/M-09-1287, and G002/M-10-1163).  The Commission has not yet acted on these filings.   
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Xcel also provided a summary of hedging transactions in place for the 2012-2013 heating season 
in response to reporting requirements established in the Commission’s May 27, 2008 Order in 
Docket No. G002/M-08-46.  In addition, the Company provided cost information regarding 
commodity and demand resources that enables analysis of the effect of changes in these costs on 
the rates for customers expected in the PGAs for 2012-2013. 

 
 

II. DEPARTMENT’S ANALYSIS OF XCEL’S REQUEST 
 
The Department’s analysis of the Company’s request includes a description and an evaluation of 
the Company’s demand-entitlement petition.  The Department discusses each part of the 
Company’s request below.  
 
A. XCEL’S PROPOSED DESIGN DAY LEVELS 
 

1. Xcel’s Customer Base 
 

Xcel’s service areas were unchanged from the 2011-2012 heating season to the 2012-2013 
heating season.  Xcel expects an increase of 155 firm customers in the Minnesota jurisdiction 
between these two periods (from 439,055 to 439,210). 
 

2. Xcel’s Forecast  
 
Consistent with its approach since its 2004-2005 demand-entitlement filing, the Company used 
two forecast methodologies in its estimate of its Design Day requirement forecast for 2012-2013:  
the Actual Peak Use per Customer Design Day (UPC DD) and the Average Monthly Design Day 
(Avg. Monthly DD).  The Department assesses the foundations of the methodologies below.   
 

a. Actual Peak Use per Customer Design Day (UPC DD) 
 

The UPC DD method employs a use-per-customer number of 1.57393 Dth to estimate the 
Design Day demand forecast, based on the actual use per customer on Thursday, January 29, 
2004, the coldest day in recent years.  Xcel multiplied the 1.57393 value by estimates of total 
firm customers in all of Xcel’s service areas and added the contracted billing demand for Small 
and Large Demand Billed customers to arrive at the total expected Design Day demand for the 
Xcel system.  Thus, the way customers are distributed among service areas does not affect the 
aggregate forecasts produced by the UPC DD method because the total number of customers and 
the resulting total volume is unchanged no matter where the customers are assigned. 
 
If either cold temperatures or differences with the Avg. Monthly DD method indicate that the 
1.57393 Dth Design Day usage-per-customer volume is out of date, the Company stated that it 
will adjust the volume accordingly. 
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b. Average Monthly Design Day 
 
The Avg. Monthly DD method is a statistical method that uses linear regression to estimate 
Design Day demand.  Because Xcel has performed regression analyses on each demand area for 
both residential and commercial customers, the coefficients used to estimate use per customer 
vary from service area to service area.  Consequently, the shifting of customers among demand 
areas can affect the aggregate forecasts produced by the Avg. Monthly DD method.  However, 
the Company’s service areas were unchanged from the 2011-2012 heating season to the 2012-
2013 heating season.   
 

c. Average Monthly Design Day Reliability 
 
Xcel Energy used 60 months of data, or the five years covering January 2007-December 2012, as 
inputs for the Avg. Monthly DD method.  The Department notes that Xcel has been increasing 
the data points each year in its Demand Entitlement filings since the Company made structural 
revisions to the Company’s demand-area regions in 2005 (described in its 2008-2009 Demand 
Entitlement filing).   
 
The 2011-2012 analysis was the first since the Company made the structural changes where the 
Company had 60 data points available in five calendar years.  Thus, 72 data points from January 
2006 to December 2012 are available for the 2012-2013 analysis.  Xcel stated that it ran 
regressions using these 72 data points with the result that 25 percent of the demand-area regions’ 
regressions had higher R-squared scores than when 60 data points were used.  Because the R-
squared scores were higher for a majority of the demand-area regions’ regressions with 60 data 
points, the Company elected to continue using the analysis with 60 data points.  Xcel stated that 
it believes that 60 data points captures current gas usage trends better than the longer timeframe.   
 
The Department notes that in recent years, the long-term trend in natural-gas usage per customer 
has been downward.  The preference in regression analysis is to have more data points than 
fewer because using more data points diminishes the effects of outlier data points and cyclical 
weather changes on the results.  However, in this case, adding 12 data points that are six years 
old carries the risk of including data that is out of date given the long-term downward trend in 
usage.  Whatever gain there is in reliability of the results from adding these older data points for 
the outlier and weather reasons is likely more than offset by the loss caused by using data from a 
year when per-customer usage generally was higher.  Moreover, 60 data points is a large enough 
sample to address the problems that outliers and weather cause.  Therefore, the Department 
concludes that Xcel’s decision to use 60 data points in this analysis is reasonable. 
 
The Company cited the R-squared values for customer groups within the various service areas as 
a way of evaluating the reliability of the forecasts.  The Department will not repeat the general 
discussion of the R-squared value from previous comments (e.g. page 4 of the Department’s 
comments in G002/M-11-1076), but notes that the results are similar to the results from 2011-
2012; that is, 27 of the 42 R-squared values reported for the customer classes in Xcel’s service 
areas are 95 percent or greater and 22 of these 27 predictions are in Minnesota service areas.  Of  
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the 15 cases in the Xcel system where the R-squared values drop below the 95-percent threshold, 
one small commercial case is in North Dakota, while six small commercial and eight large 
commercial groups are in Minnesota.   
 
In five of the Minnesota cases of an R-squared value less than 95 percent, the Minnesota service-
area commercial customer counts are less than 114.  In small sample sizes like these, outliers in 
the populations can have large impacts on the regression analyses and their explanatory value.  
Meanwhile, the R-squared values for eight other service areas in the Minnesota cases are 
between 90.00 percent and 94.99 percent.  In the one remaining case of an R-squared value for a 
service area not meeting the 95-percent mark, the customer count is 573 small commercial 
customers, and the R-squared score is 89.64, indicating that it is not a poor prediction.  The one 
R-squared value for the North Dakota service area that does not meet the 95-percent standard is 
87.45 percent (for 146 customers).   
 
These scores suggest that the Avg. Monthly DD method produces acceptable forecasts, provided 
that other aspects of the regression analysis are acceptable.  At times, random variations in 
demand factors in a given year, especially factors not recognized in the regression, can cause 
predictions and consumption to not line up.  The Department concludes that Xcel’s forecast 
method is reasonably sound. 
 
The Department notes that the results of Xcel’s UPC DD method generally resulted in higher 
forecasted requirements for design days than the Avg. Monthly DD method.  This result could be 
due to various factors, such as the potential that the increase in natural gas use on very cold days 
may not be a linear response, the downward trend in energy use, or some other factors.  In any 
case, the Department agrees with Xcel that the Company should continue to use the two methods 
to develop its Design Day estimate, updating the UPC DD method when appropriate.   
 

3. Xcel’s Forecasts 
 
Xcel projected that its system (Minnesota and North Dakota) Design Day requirement will 
increase by 2,406 Dth to 788,298 Dth in the 2012-2013 heating season, or 0.3 percent.  The 
Company’s forecast of its Minnesota Design Day requirement is 702,159 Dth, a decline of 135 
Dth and a drop of less than -0.1 percent.  Meanwhile, the forecasted usage for North Dakota for 
2012-2013 is 86,139 Dth, up 2,541 Dth, or 3.0 percent from 2011-2012.  
 
Xcel’s customer forecast shows the number of Minnesota customers increasing by 158 from 
438,929 in the 2011-2012 forecast to 439,087 in the 2012-2013 forecast, an increase of less than 
0.1 percent.  The North Dakota customer count is forecasted to increase 2.1 percent to 48,750 in 
2012-2013, up from 47,754 in 2011-2012. 
 
The Department notes that the smaller rate of increase in forecasted Minnesota gas consumption 
volume indicates that the proportion of Design Day responsibility on the Xcel system has shifted 
from Minnesota to North Dakota.  According to the petition, the consumption allocator for 
Minnesota for 2010-2011 is 89.07 percent, down from 89.36 percent the year before.  Such small 
changes in apportionment in one year are not significant.   
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The percentage changes for forecasted usage and customers in Minnesota in 2012-2013 are both 
less than 0.1 percent.  It does not necessarily follow that the customer counts and usage track so 
closely.  For example, North Dakota’s customer count is forecasted to increase 2.1 percent in 
2012-2013, while the gas usage forecast increase is 3.0 percent.   
 
The Department concludes from the Company’s descriptions of its forecasting techniques that 
Xcel’s forecasting of Design Day levels are performed appropriately. 
 
B. PROPOSED CHANGES IN XCEL ENERGY’S DESIGN DAY RESOURCES 
 
Xcel’s filing proposed changes in the resources used to meet its Design Day customer 
requirements.  Overall, the Company’s system firm supply entitlements rose slightly, from 
833,811 Dth/day to 836,698 Dth/day, or 0.3 percent.   
 

1. Northern Natural Gas Company Entitlements 
 
The majority of Xcel’s firm pipeline transportation contracts are with Northern Natural Gas 
(Northern).  Most of these contracts were put in place in 2007 and run through 2017.  The 
Company stated that it made one modification to its Northern entitlement levels since filing its 
2011-2012 Demand Entitlement Filing.  The change is an increase of 244 Dth/day at Brainerd 
effective November 1, 2012.  This increase is intended to maintain a 5 percent reserve margin in 
the Brainerd service area.  It is also part of an ongoing increase in Brainerd being phased in from 
2011-2012 to 2014-2015.  A second round of phased increases is expected between 2021-2022 
and 2023-2024. 
 
The additional capacity, which has an expiration date of October 31, 2024, is as follows: 
 
 Nov 1, 2013 – Oct 31, 2014 4,839 Dth/day 
 Nov 1, 2014 – Oct 31, 2021 5,075 Dth/day 
 Nov 1, 2011 – Oct 31, 2022 535 Dth/day 
 Nov 1, 2022 – Oct 31, 2023 291 Dth/day 
 Nov 1, 2023 – Oct 31, 2024 55 Dth/day 
 
The Department requests that Xcel indicate in its reply comments what portions of the additional 
capacity are expected to be used to meet the needs of Xcel’s Minnesota customers. 
 

2. ANR Entitlements 
 
Xcel plans to increase ANR entitlements by 9,000 Dth/day to a total of 66,500 Dth/day, 
scheduled for November 1, 2012 as part of a Precedent Agreement signed with ANR in 2008.  
This additional capacity would allow the Company to effectuate a Northern Chisago realignment 
discount option and to have gas supplies for the increased capacity that the Fargo lateral project 
required.  The two projects were discussed in the 2010-2011 Demand Entitlement Filing (Docket 
No. G002/M-09-1287).  The Northern Chisago realignment discount would save Xcel ratepayers 
$1.875 million per year, while the Fargo lateral project addressed Design Day capacity shortfalls 
that the Company had identified in that part of its system.    
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3. Great Lakes Gas Transmissions (GLGT) Entitlements 
 
Xcel is purchasing backhaul capacity on GLGT of 15,297 Dth/day (less 31 Dth/day for 
withdrawal fuel) to replace an equal volume of supply displacement contracts it signed for 2011-
2012.  The Company stated that the backhaul contract will be cheaper than the displacement 
alternative.  The backhaul contract is scheduled to be in effect from November 1, 2012, to March 
31, 2013.  The volume of the contract is equal to Xcel’s ANR Storage withdrawal capability.  
Xcel stated that if price changes make displacement more economical than backhaul, the 
Company can diversify its ANR transportation options by acquiring displacement contracts as at 
least part of its mix. 
 

4. Viking Gas Transmission (Viking) Entitlements 
 
Xcel planned to acquire backhaul capacity on Viking to transport 14,287 Dth/day of gas from 
Marshfield, Minnesota, to Fargo, North Dakota.  This transportation on the interconnect between 
the systems is needed to serve the Fargo lateral project.  The volume is equal to a volume 
transported by ANR to its terminus at Marshfield. 
 
The Department has analyzed the above changes in Design Day entitlement resources.  Xcel 
supported each change with a reasonable analysis.  Although no new savings for ratepayers were 
identified, the Company continues to take advantage of discounts that it put in place as part of 
agreements it signed earlier and has increased the volumes acquired under those agreements as 
planned.  The Department, therefore, concludes that the changes for 2012-2013 demand 
entitlements are reasonable. 
 
C. CHANGE IN XCEL’S RESERVE MARGIN 
 
Xcel proposed to maintain its projected Design Day reserve margin in Minnesota at 6.1 percent2 
in 2012-2013.  See Department Attachment 1.  Xcel stated that it bases its reserve margin on the 
firm resources necessary to meet projected firm customer demand plus the capability of either 
the largest pump at its Wescott facility used to vaporize liquefied natural gas (LNG) or either of 
its St. Paul metro propane-air peak-shaving plants.  The capacity decision reflects Xcel’s 
assessment of the most economical method of adding capacity to meet demand beyond the 
forecasted Design Day demand.  The reserve margin balances protecting against the loss of a 
firm gas supply source and actual consumer demand under Design Day conditions with the 
likelihood of experiencing Design Day conditions.  Xcel stated that its proposed reserve margin 
in Minnesota of 43,088 Dth/day is appropriate to meet its Design Day needs.  The Company 
further stated that the most economical method of adding capacity often involves adding 
increments that do not precisely match expected changes in demand.   
  

                                                
2 The reserve margin increases nominally from 42,800 Dth/day to 43,088 Dth/day due to a small decrease in the 
Design Day requirement and a small increase in the natural gas available each day.  The reserve margin percentage 
remains 6.1 percent when rounded to one decimal place. 
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Xcel’s proposed reserve margin is within the 5-7 percent range that serves as a rule of thumb in 
deciding whether a given margin is reasonable.  The Department notes that Xcel’s proposed 6.1 
percent reserve margin is essentially the same as the prior, 2011-2012 reserve margin.  The 
Company has stabilized its reserve margin after seeing it rise to 7.7 percent in 2009-2010.  At 
that time, Xcel added the Fargo lateral, which caused its Design Day capacity to rise by a large 
volume.  The Design Day requirement did not keep pace immediately, but has grown into the 
additional capacity in the intervening years.   
 
In its Reply Comments in G002/M-09-1287 the Company explained that its experience with 
pipeline companies indicated that these counterparties rarely agree to 1-2 percent annual capacity 
additions.  Thus, Xcel stated, it typically has to add capacity in increments that may temporarily 
exceed customer demand growth for a few years.  The Company provided forecasts of its reserve 
margins from 2009-2010 to 2013-2014 that predicted 2011-2012 reserve margin of 5.0 percent.  
The reserve margin has not dropped enough to match that forecast, but the level is in keeping 
with the Company’s prediction of where the reserve margin would move.  The Department, 
therefore, concludes that the 2012-2013 reserve margin is reasonable. 
 
D. CHANGES IN XCEL’S JURISDICTIONAL ALLOCATIONS 
 
The previously noted percentage decrease of less than 0.1 percent in forecasted Minnesota usage 
and 3.0 percent forecasted increase in North Dakota usage is reflected in the new Minnesota 
Jurisdictional Allocation Factor and, as discussed above, in the allocations of new peak capacity 
in this petition to Minnesota and North Dakota.  The allocation factor is calculated by dividing 
the Design Day forecasted demand for Minnesota (702,159 Dth/day) by the same demand for the 
Company’s system (788,298 Dth/day).  The Avg. Monthly DD results are used to update the 
allocation factor, which fell from 89.36 percent to 89.07 percent.   
 
Small annual changes in the allocation factor such as that identified are almost inevitable.  A 
change in a handful of customers in one state or the other can change the total numbers upon 
which the allocation factor is based and change the allocation between the states, but not 
significantly.  The small change identified in the above analysis falls into this category.  In 
addition, the Department is aware that the increased economic activity in North Dakota is 
increasing use of natural gas.  Therefore, the Department concludes that Xcel’s proposal is 
reasonable.  
 
The Department notes that Xcel’s filing indicates that the majority of the new capacity is needed 
to serve customers in North Dakota.  The Department requests that Xcel show in its reply 
comments that the costs of the additional capacity will correspondingly be charged to customers 
in Minnesota and North Dakota. 
 
E. CHANGES IN XCEL’S SUPPLIER RESERVATION FEES 
 
Xcel stated that its Supplier Reservation fees have changed.  The proposed decrease is [TRADE 
SECRET DATA HAS BEEN EXCISED]  The new total expense level reflects these changes.   
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Therefore, the Department concludes that Xcel’s proposal is reasonable.  
 
F. XCEL’S PLANNED USE OF HEATING-SEASON FINANCIAL INSTRUMENTS 

 
In compliance with reporting requirements of the Commission’s Order in Docket No. G002/M-
08-46, Xcel included a table summarizing the Company’s hedging transactions for the 2012-
2013 heating season.  See Xcel Trade Secret Attachment 3.  The information in the table is not 
sufficient to determine the cost to the Company of each transaction because the transactions had 
not closed at the time of the filing.  Therefore, the portion of the total dollars shown for each 
transaction that relate to the Company’s cap on hedging costs cannot be determined.  The 
Department concludes that the Company has met its reporting requirement, and requests that 
Xcel provide updated information when it is available. 
 
G. XCEL’S PGA COST RECOVERY PROPOSAL 
 
Xcel proposed to reflect the costs associated with the demand entitlements in the petition in the 
PGA effective with November 1, 2012 billing cycles.  The Department concludes that this 
effective date is reasonable because it reflects when its various supply and demand contracts for 
the 2012-2013 Heating Season demand entitlement take effect. 
 
H. XCEL ENERGY’S PROPOSAL TO ASSIGN DEMAND COSTS TO INTERRUPTIBLE 

CUSTOMERS 
 
Xcel Energy stated that interruptible sales customers are receiving the benefits of storage and 
balancing services on non-Design Days.  Thus, a portion of these costs could justifiably be 
recovered from these customers.  The Company, therefore, developed a proposal to make such 
an assignment of costs on a prospective basis and presented it in Comments in the Company’s 
2007-2008 Demand Entitlement filing (Docket No. G002/M-08-1315).  Commission action in 
that docket is pending, as it is in the Company’s 2008-2009 through 2011-2012 Demand 
Entitlement filings, in which the Company repeated the proposal. 
 
The Department concluded in Comments dated October 7, 2008 that Xcel’s proposal represented 
a systematic approach to determining when interruptible customers benefit from the services 
associated with demand costs.  Therefore, the Department concluded that the proposal was 
reasonable.  The Department position on the matter is unchanged in the current docket.  As the 
Department stated in Docket No. G002/M-07-1395): 

 
The Company balances both firm and interruptible sales 
customers’ requirements on a daily basis on both the Northern and 
Viking systems.  Hence, the Company believes that a portion of 
these interstate pipeline balancing service demand charges should 
be allocated to the interruptible sales customers.  The Xcel Energy 
proposal is to calculate a per-Dth cost by dividing total annual 
demand costs for the balancing services by budgeted annual sales 
to be paid on all gas commodity sales.... 
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Xcel Energy’s proposal represents a systematic approach to 
determining when interruptible customers benefit from the services 
associated with demand costs.  Therefore, the [Department] 
concludes that the proposal is reasonable. 

 
The Department concludes that, if approved by the Commission, any changes in allocating 
storage and balancing charges should be implemented on a going-forward basis. 
 
I. PGA COST RECOVERY ANALYSIS 
 
The demand entitlements in Xcel Attachment 2, Schedule 1, Page 1 of 2, represent the demand 
entitlements for which the Company’s firm customers are currently paying.  Department 
Attachment 2, using data provided by Xcel in response to an informal request, compares the July 
2012 PGA costs to the November 2012 PGA costs for the several customer classes.  The demand 
costs of gas shown in Department Attachment 2 are a blend of summer and winter rates for each 
class and are weighted for actual volumes consumed.  The resulting per Dth cost changes for 
each class are added to the commodity cost of gas change, which is the same for each customer 
class, to arrive at total per Dth cost changes for the customer classes.  The changes shown in 
Department Attachment 2 combine all of Xcel’s proposed changes and results in the following 
annual rate effects:  
 

 Annual demand cost decrease of $0.0174/Dth, or approximately $1.51 annually per 
year, for the average Residential customer consuming 87 Dth annually; 

 Annual demand cost decrease of $0.0174/Dth, or approximately$4.94 annually , for 
the average Small Commercial customer consuming 284 Dth annually; 

 Annual demand cost decrease of $0.0172Dth, or approximately $25.16 annually, for 
the average Large Commercial customer consuming 1,463 Dth annually; and 

 No change in annual demand costs for the average Small Interruptible, Medium 
Interruptible, and Large Interruptible customers consuming, respectively, 8,114 Dth, 
60,971 Dth, and 839,818 Dth annually.  These customer classes are not allocated 
demand costs under the current cost allocation plan. 

 
As noted above, the Department requests that Xcel indicate in reply comments that the allocation 
of costs to jurisdictions reflects cost causation reasonably.  Pending review of that information, 
the Department concludes that the Company’s proposal appears to be reasonable.   
 
 
III. CONCLUSIONS AND RECOMMENDATIONS 
 
The Department concludes that Xcel has sufficiently supported its: 
 

 Proposed Design Day levels of capacity, including the derivation of its forecasting 
methods; 

 Changes in Design Day resources; 
 Maintenance of its in reserve margin; 
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 Changes in jurisdictional allocations; 
 Changes in supplier reservation fees; and 
 Proposal to assign demand costs to interruptible customers. 

 
Moreover, the Department concludes that Xcel has met its reporting requirement for planned use 
of heating-season financial instruments.  The Department requests that Xcel provide updated cost 
information regarding hedging transactions for the 2012-2013 heating season when it is 
available. 
 
Because Xcel’s filing indicates that the majority of the new capacity is needed to serve 
customers in North Dakota, the Department requests that Xcel show in its reply comments that 
the costs of the additional capacity will be charged to customers in Minnesota and North Dakota, 
corresponding with the cost-causation of the two jurisdictions.  The Department also requests 
that Xcel indicate in its reply comments what portions of the additional capacity are expected to 
be used to meet the needs of Xcel’s Minnesota customers.  Pending review of that information, 
the Department recommends that the Commission approve Xcel’s proposed level of demand 
entitlements. 
 
 
/sm 
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