@ Xcel Energy- 414 icole el

Minneapolis, MN 55401

May 18, 2015

Daniel P. Wolf —Via Electronic Filing—
Executive Secretary

Minnesota Public Utilities Commission

121 Seventh Place East, Suite 350

St. Paul, MN 55101-2147

Re: CORRECTION - REPLY COMMENTS
2015/2016 ELECTRIC CIP ADJUSTMENT FACTOR
DockET No. E002/M-15-320

Dear Mr. Wolf:

Northern States Power Company, doing business as Xcel Energy, submits to the
Minnesota Public Utilities Commission this brief Reply to the Comments of the
Minnesota Department of Commerce, Division of Energy Resources on our
Petition for approval of an electric Conservation Improvement Program (CIP)
Adjustment Factor. Please note this is a correction to our filing earlier today to
correct an error in the certificate of service used.

REPLY

We appreciate and agree with the Department’s recommendation to approve the
2014 electric CIP Tracker activity as filed and CIP financial incentives of
$40,179,927 for our 2014 DSM performance and $96,148 for our Solar*Rewards
program performance. Below we provide additional responses regarding the
electric CIP Adjustment Factor and the Company’s decision to book the 2013
financial incentive in January 2015.

A. 2015/2016 Electric CIP Adjustment Factor

We provide as Attachment A, an update of the 2015/2016 electric CIP
Adjustment Factor incorporating changes since our April 1 Petition, including:

e Actual Tracker activity through April 2015,
e Conservation Cost Recovery Charge of $0.00313 per kWh.'

I As proposed in the Company’s June 1, 2015 Compliance Filing to the MN 2013 Electric Rate Case (Docket No.
E002/GR-13-868). If the Conservation Cost Recovery Charge changes after the filing of these reply comments, the
Company will update the CIP Adjustment Factor in the compliance filing for this Docket.



To reduce the Tracker to approximately $0 by the end of September 2016, we
propose a revised CIP Adjustment Factor of $0.001414 per kWh. The actual
projected end-of-month balance for September 2016 is $4,824, the positive
balance closest to zero given the digit limitations of our billing system.

B. Decision to Book 2013 Incentive in January, 2015

We appreciate the Department’s request to gain clarity around the decision to
book the 2013 Incentive in January 2015. Upon request of the Department, we
provide as Attachment B, the effect on the CIP Adjustment of booking the 2013
Incentive in December 2014 and an explanation as to why the Company decided
to book this incentive in January 2015.

C. Conclusion

We thank the Department for their thoughtful review of our Petition. Upon
receiving the Commission Order, we agree to file a compliance filing within 10
days of the issue date of the Order which will include any necessary calculations,
updated tariff sheets and an updated bill message referencing the approved rate
and effective date.

We have electronically filed this document with the Minnesota Public Utilities
Commission, and copies have been served on the parties on the attached service
list. Please contact Chris Barthol at christophet.barthol@xcelenergy.com or
(612)-321-3237 or me at shawn.m.white@xcelenergy.com or (612)-330-6096 if you
have any questions regarding this filing.

Sincerely,
/s/

SHAWN WHITE
MANAGER
DSM REGULATORY STRATEGY AND PLANNING

Enclosures
c:  Service List
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Northern States Power Company

a Minnesota corporation
2015-2016 CIP Adjustment Factor Calculation

The CIP Adjustment Factor, or Conservation Cost Recovery Adjustment (CCRA),
calculation has been updated using actual data through April 2015. The calculation assumes
Commission approval in September 2015 of the 2014 financial incentive, the CIP Tracker,
and the CCRA with an effective date of October 1, 2015. We have calculated the CCRA to
achieve a near $0 balance by September 30, 2016.

As in the past, Xcel Energy will include a message referencing the change in the CIP
Adjustment Factor in customers’ bills. In the event that Commission approval of the
proposed adjustment is delayed beyond September 21, 2015 (in order to implement the rate
change by October 1), the Company will continue to apply the current CIP Adjustment of
$0.000545 per kWh up to the first cycle of the first full billing period following Commission
approval of a revised factor.

Calculation of Revised Electric CIP Adjustment Factor

Forecasted beginning balance (Oct 2015) $12,452,690
Approved expenditures (Oct 2015 - Sept 2016) $88,962,278
Forecasted 2015 incentive $30,539,502
Less forecasted CCRC recovery (Oct 2015 - Sept 2016) $90,871,965
Forecasted Sept 30, 2016 balance $41,082,775

(1) Forecasted September 30, 2016 Electric CIP Tracker Balance $41,082,775

(2) Forecasted Electric Sales in MWh (Oct 2015 - Sept 2010) 29,032,490
(3) Recalculated Electric CIP Adjustment Rate = (1) / (2) $1.415/MWh

The above calculated balance does not include carrying charges. To include carrying charges,
we used the CIP Trackers to calculate the optimal rate of $0.001414 per kWh, which results
in a $4,824 end-of-month balance for September 2016. This is the positive balance closest to
zero that we can model, given the digit limitations in our billing system. The updated 2015
and 2016 trackers are shown below.



Attachment A
Page 2 of 3

Docket No. E002/M-15-320

2015 Electric CIP Tracker Forecast
Actual and Forecasted 2015 CIP Tracker balance.
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Northern States Power Company,
a Minnesota corporation
Decision to Book 2013 Incentive in January, 2015

Historically, it has been the Company’s practice to book the financial incentive in the month
following the Commission’s approval of the CIP adjustment factor. For instance, in the
Commission’s order on Nov. 25, 2013 in Docket E002/M-13-247, the Commission
approved the 2013/2014 Conservation Improvement Program Adjustment Factor with an
effective date of December 1, 2013. Due to this decision occurring in late November, the
Company booked the incentive in December of that year.

In Docket No. E002/M-14-287, the Commission approved the CIP adjustment factor on
December 17, 2014 with an effective date of January 1, 2015. Therefore, the Company has
decided to book the 2013 incentive in January 2015 for this filing.

The table below illustrates the impact of booking the 2013 financial incentive in December
2014.

Calculation of Electric CIP Adjustment Factor with 2013 Incentive Booked in
December 2014

Forecasted beginning balance (Oct 2015) $12,527,050
Approved expenditures (Oct 2015 - Sept 2016) $88,962,278
Forecasted 2015 incentive $30,539,502
Less forecasted CCRC recovery (Oct 2015 - Sept 2016) $90,871,695
Forecasted Sept 30, 2016 balance $41,157,135

(1) Forecasted September 30, 2016 Electric CIP Tracker Balance $41,157,135

(2) Forecasted Electric Sales in MWh (Oct 2015 - Sept 2010) 29,032,490
(3) Recalculated Electric CIP Adjustment Rate = (1) / (2) $1.418/MWh

The above calculated balance does not include carrying charges. To include carrying charges,
we used the CIP Trackers to calculate the optimal rate of $0.001416 per kWh, which results
in a $21,292 end-of-month balance for September 2016. This rate is higher than when the
incentive is booked in January 2015, because customers would be paying more in carrying
charges with the incentive being booked a month earlier.
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