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I. INTRODUCTION

Q. Mr. Fritsch, please state your full name and occupation.

A. My name is Mark Fritsch. | reside in Lake EImo, Minnesota, and | am the Founder and

President of Current Compass LLC, an energy industry consulting firm.

Q. On whose behalf are you giving this testimony?

A. | am testifying on behalf of the City of Slayton (“City”).

Q. Please describe your educational and employment background.

A. | received a Bachelor of Science degree in Mechanical Engineering from the University of

Minnesota in 1980. From 1980-2010, | was employed by Northern States Power
Minnesota, now doing business as Xcel Energy. | held various positions during that time,
including electric power plant manager and manager of electric maintenance and
protection for Xcel substations and transmission systems located in its Minnesota service
territory. In those positions, | was responsible for development and execution of both
long- and short-term planning. Those planning periods included both fixed and variable
costs for generation, substation and transmission assets, and related budgeting to adjust
for needs as they arose from rate case outcomes and other contingencies. During my last
two years at Xcel, | was director of regulatory projects. Among my duties in that position
was to oversee the development and preparation for Xcel Minnesota’s general rate cases.
| used my expertise in management and planning of both generation and transmission

assets in rate case development.?
Q. What did you do for employment after leaving Xcel?

A. | was hired by the City of Owatonna, Minnesota shortly after leaving Xcel and held the
position of CEO/General Manager of Owatonna Public Utilities (“OPU”) until 2018. OPU is

1 Mark Fritsch Resume attached.
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an electric, gas and water municipal utility serving customers within and near the city
limits of Owatonna. Since 2018, | have been a consultant to municipal electric and gas
utilities and founded Current Compass for that purpose. As a consultant, | have worked
with Minnesota municipal utilities in advising and negotiating their agreements with
cooperative and investor-owned utilities (I0Us), including Xcel, on municipal service

territory acquisitions, as well as on other municipal utility issues.

Have you ever testified before the Minnesota Public Utilities Commission (MPUC) or
before other public utility commissions?

No, | have not.

What have you done to prepare for your testimony in this case?

| have read the public and non-public direct testimony of all witnesses submitting direct
testimony in this contested case. | have also reviewed exhibits and other documents
produced by the City of Slayton and Xcel Energy for the subjects | will address in this

testimony.
What subjects do you address in this rebuttal testimony?

| address two subjects in rebuttal to Xcel’s direct testimony. First, | respond to Xcel’s
method of analyzing avoided and not avoided cost submitted by Lisa Peterson. As
discussed below, her testimony is a reversal of Xcel’s recently stated acknowledgement
that transmission costs are avoidable, as stated in a PowerPoint presentation that Xcel
presented in connection with the Minnesota Municipal Utilities Association (MMUA) to
provide Minnesota municipal electric utilities with Xcel’s positions on net revenue loss.
Further, | will show that Xcel has also acknowledged that fixed production-energy costs

are also avoidable when Xcel has growth in sales. To that point, Xcel has testified to an
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anticipated “era” of sales growth in its current rate case.? Yet, in this case, Ms. Peterson

testifies that all fixed production cost as unavoidable.?

Second, | discuss the additional relevant planning periods that Xcel employs for system
planning purposes that are a five-year duration, or less, and were omitted by Xcel in
describing its much lengthier, 20-year planning period in this case for use as the net lost
revenue payment period. The only net revenue loss Xcel may experience with a Slayton
acquisition is a loss of the Slayton load. In my experience at Xcel and OPU, small load loss
adjustments, less than 1% of Xcel’s total, can be adjusted very quickly without having an
impact on current and future rates to customers. Slayton’s loss is far less than 1% of Xcel’s

total Minnesota load.

AVOIDED COSTS

Please describe your knowledge of and background to the Xcel PowerPoint

presentation you reference as the first subject of your testimony.

My involvement with these Xcel presentations began in 2019 after | became a consultant
to municipal utilities and was asked by MMUA to be its representative at such a meeting.
Most or all Minnesota municipal utilities are members of MMUA. The first meeting and
Xcel PowerPoint discussion | attended was presented on May 6, 2019, at Xcel’s corporate
headquarters. | was invited by Xcel as the representative for MMUA. | recall that Xcel
employees Bridget Dockter, Michael Peppin, David Olson Ill, Mary Woolf, Jennifer
Roesler, and Mara Ascherman, were in attendance. Xcel’s 2019 PowerPoint materials

were shared with me.* As | discussed with Xcel representatives at the meeting, | intended

2 In the Matter of the Application of Northern States Power Company for Authority to Increase Rates for Electric
Service in Minnesota, MPUC Docket No. E-002/GR-24-320, Liberkowski Direct. Testimony (“Dir. Test.”) at 4 (Nov.
1, 2024).

3 peterson Dir. Test., pp. 24, I. 11.

4 Att. A: May 6, 2019 Xcel PowerPoint — MMUA and Xcel Energy “Service Territory - Annexations” (“2019 PPT”);

Note pages 7-12 include April 2018 materials.



Fritsch PUBLIC Rebuttal Testimony
MPUC Docket No. E-002, PT-7157/SA-25-129
CAH Docket No. 25-2500-40870

to use the PowerPoint for my presentation to municipal utility representatives at the
upcoming MMUA annual conference in August 2019. The PowerPoint slides referenced
MMUA’s interest and included an “Annexation Form” to be filled out by the municipality

seeking to acquire Xcel territory to be submitted to Xcel.”

Q. Did you present the Xcel subject matter from the May 2019 PowerPoint at the MMUA

Conference?

A. Yes, | did. And in a separate conversation Xcel’s previous Regional Vice President,
Government and Community Relations, Greg Chamberlain, related to me Xcel’s desire to

inform municipalities of Xcel’s position on lost revenue compensation.
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Q. Did you attend any subsequent Xcel PowerPoint presentations on its lost revenue
positions?
A. Yes. Xcel gave another presentation again in April 2021.% It was similar to its 2019

PowerPoint, but shorter. It maintained the 2019 chart showing the Xcel Cost Functions

that it regarded as “Cost Avoided” or not. ’

Q. Did Xcel maintain the same position on Cost Avoided categories from the 2019 to 2021

meetings?
A. Yes.
Q. When was your next meeting with Xcel to go over its PowerPoint presentation?

A. It was in March 2025. The PowerPoint was dated March 21.2

Q. Who attended that Xcel presentation?

5id., p.2,3,and 18.
6 Att, B: April 2021 Xcel PowerPoint — “Service Territory Sale Pricing Assumptions” (Apr. 2021) (“2021 PPT”).
72019 Xcel PPT, p. 10; and 2021 PPT, p. 4.

8 Att. C: March 21, 2025 Xcel PowerPoint — “Service Territory Sale Pricing Assumptions” (“2025 PPT”); Note: Att. C

has same May 6, 2019 cover and materials with March 21, 2025 materials from pp. 7-12..
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A. | recall Lisa Peterson being the PowerPoint presenter, and Chris Barthol of Xcel was also

in attendance. It was an online presentation and discussion using Microsoft Teams.

Q. Was this presentation for the same purpose of providing Xcel positions on

compensation issues?

A. That has been my understanding since | first attended in 2019. Page 17 of the March 2025

PowerPoint states that Xcel believes a “more standardized information sharing process”
can benefit both Xcel and “MMUA.”? It also continued to include a municipal utility
“Annexation Form” as a requested information sheet from cities for Xcel, as used in the

May 2019 PowerPoint.0

Q. Did any positions of Xcel on lost revenue compensation change in the March 2025
materials?
A. Yes. Xcel changed its position on transmission costs and fixed production-energy related

costs.!! Ms. Peterson presented the PowerPoint in 2025 which states that Xcel recognized
that transmission costs were avoidable. But she also noted that Xcel changed its position
regarding fixed production-energy costs in municipal territory acquisitions, changing its

position on these costs from avoidable in 2019 and 2021, to unavoidable in 2025.1?

91d. 2025 PPT, p. 17.

10|d. 2025 PPT, pp. 17-18..

11 Att. A and C: 2019 PPT, p. 4; 2025 PPT, p. 10.

12 Att. A, B, C: 2019 PPT, p. 4; 2021 PPT, p. 4; 2025 PPT, p. 10.
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Withdrawn

13 Att. C: 2025 PPT, p. 10.
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Withdrawn

14 Att. A, C: 2019 PPT, p. 11; 2025 PPT, p. 11.

15 Att. D: Withdrawn
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Back to the PowerPoint presentations, do you agree with Xcel’s stated view on all other

avoided costs it identifies in its “Avoided Costs vs. Costs Not Avoided” charts?

As | stated, my primary disagreement with Xcel’s 2019 PowerPoint was that transmission
costs were avoidable. | also disagreed with Xcel’s position that fixed production — capacity
would not be avoidable, even when the capacity market had a positive value due to sales
growth. | agreed with Xcel that fixed production — energy was avoidable when the excess

capacity was coupled with sales growth.

Otherwise, the PowerPoint presentation slides from 2019-2025 reflected the same
positions from Xcel that | observed in my experience as a city utility consultant. For
example, in the PowerPoint’s Xcel used the 10-year net lost revenue payment period,

identified regularly used avoided-unavoided cost categories.

Xcel identifies a 10-year lost revenue payment period in its PowerPoint materials. Yet
it requests a 20-year lost revenue period in this contested case. In your public meetings
with Xcel during this period, did Xcel representative ever suggest use of a 20-year

payment period?

16 Att, E:
7 d.
18 Att, F:
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No, they did not. The request to double the length of the lost revenue payment from the
10 years used in all the Section 216B.44 cases brought before the MPUC for compensation
decisions, was never mentioned by Xcel. As included in all the PowerPoint presentations,

Xcel used a 10-year lost revenue payment period.*®

Are there other differences in how Xcel described its approach to compensation during

this 2019-spring 2025 presentation and its testimony in this case?

Yes. Ms. Peterson presented the PowerPoint in 2025 and identified 75.84% avoided costs
for residential using Xcel’s public data from its most recent rate case.?® Since 2019 Xcel’s
avoided costs for residential has been between 74.42 and 75.84 %.2! In her direct
testimony in this case, however, she states that only about 36% of Xcel’s costs of serving
residential Slayton customers are avoided.?? Slayton is a mostly residential and non-
demand customer base within its municipal limits.?®> Xcel’s method analyzing avoided and
not avoided costs during these PowerPoint presentations, however, was very similar to
Mr. Berg’s analysis, and the methods used by cities, cooperatives, and Xcel itself in my

experience with Xcel on compensation due to net lost revenue.

Did Ms. Peterson’s direct testimony in this case use the same avoidable cost analysis

used in the 2019 and 2025 PowerPoint presentations?

No, she did not. Xcel’s avoided cost testimony through Ms. Peterson reverses Xcel’s

previously stated position from as recently as the March 2025 PowerPoint presentation.?*

19 Att. A, B, C: 2019 PPT pp. 8, 12, 14; 2021 PPT p. 6; 2025 PPT pp.5, 12, 14.
20 Att. C: 2025 PPT p.11.

2L Att. A, B, C: 2019 PPT p. 11; 2021 PPT, p. 5; 2025 PPT, p. 5.

22 peterson Dir. Test., p.10 I. 20.

23 Berg Dir. Test. p. 23 1. 3-4

24 Att. C: 2025 PPT p.10.

10
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In sum, on what issues did Xcel change its position on avoided costs from 2019 to the
March 2025 PowerPoint presentation?

As stated, its March 21, 2025 PowerPoint, Xcel incorporated the change in transmission

costs to avoidable rather than unavoidable.? Xcel also stated in the 2025 presentation

that fixed production — energy was unavoidable instead of avoidable due to Xcel’s

forecast of flat to declining electric sales. Xcel’s testimony in its most recent rate case,

however, notes that, “...[w]e sit on the cusp of a new era that may see substantial load

growth, including from new facilities such as data centers and similar facilities.”2¢

LOST REVENUE PAYMENT PERIOD

You stated earlier in your testimony that the second topic would be Xcel’s omission of

shorter planning periods that are more relevant to the Slayton facts than the 20-year

% [d.

26 MPUC
27 Att. D:
28 Att, E:

Docket No. GR-24-320; Liberkowski Dir. Test. at 4.

11
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planning period Xcel seeks in this case. Please describe these Xcel planning periods and
explain their relevance to the lost revenue payment period appropriate in this case.
As a former Xcel employee with planning responsibilities, | became familiar with the
numerous planning periods Xcel used and the subjects for which Xcel created internal
planning periods. In my experience, longer planning periods were used for large changes
in actual or forecasted load, infrastructure changes, and negative outcomes from rate
cases. Xcel’s Integrated Resource Plan (IRP), is an example of a long-term plan that is a
“whole system view” and not relevant to small load changes such as the Slayton
acquisition. In addition to the 20-year planning period Xcel proposes, Xcel performs much
more near-term planning for capital investments, grid modernization, staffing and
budgets.
Xcel’s main near-term planning is guided by their Integrated Distribution Plan (IDP).?° This
plan is provided every biennial and focuses on the electric grid. It is designed to provide
the PUC with Xcel’s short and long-term distribution system plans, costs and benefits of
specific investments, and a comprehensive analysis of customer cost and value. Xcel
develops a 5-year capital budget for distribution as part of its IDP.3° The 5-year capital
plan includes system expansions, upgrades for capacity, reliability and power quality. It

also includes age-related replacements and asset renewal and grid modernization. That

2 In the Matter of Xcel Energy’s 2023 Integrated Distribution Plan, MPU Docket No. E-002/M-23-452, Order
Accepting 2023 Integrated Distribution Plan and Modifying Reporting Requirements (Sep 16, 2024 (“Xcel 2023 IDP”)).
30 Xcel 2023 IDP, p. 20-21.

12
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plan has discretionary projects that can be delayed or cancelled. This gives Xcel a great
tool when cost reductions are needed because of load loss or rate case impacts. Xcel’s
IDP, updated every 2-years and its integrated 5-year capital plan,
in my view, these five year IDP planning periods are more relevant than a 20-year planning
period to the only unavoided cost Xcel truly has from a Slayton acquisition — the
substation load attributable to Slayton.3!
Further, Xcel does not directly relate its 30-year IRP planning period subjects to any
specific fixed cost that will be left stranded and not earning the expected return if Slayton
leaves the retail service territory.3?
Further, Ms. Peterson’s discussion of pole infrastructure useful lives is not relevant to
Xcel’s needed adjustment period to the loss of Slayton’s load.3® Under the Section
216B.45 factors, the city would be paying original cost minus depreciation for all of these
infrastructure items. Their useful life, described by Ms. Peterson, becomes irrelevant with
that payment, which provides full compensation for that infrastructure.
Why are the Xcel planning periods you identify more appropriate for use due to the net

loss of Slayton revenue?

31 Berg Dir. Test., p. 28, |. 14-15.
32 Sun Dir. Test., p. 2,1.22-p. 3, |. 2.
33 peterson Dir. Test., p. 13, . 20-27; p. 14, |. 13-17.

13
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The small loss of load due to Slayton does not affect any long-term Xcel planning. Use of
the planning periods | listed above will allow Xcel to easily mitigate the loss of Slayton’s
load, without rate consequence to Xcel’s numerous remaining ratepayers.
The five-year planning or reporting periods you identify are much shorter than Xcel’s
proposed length of net revenue loss payment period. Do you have experience to justify
such a short planning duration in this case?
Yes. In my work experience at Xcel, | was responsible for adjusting fixed costs by making
cost control measures due to budget impacts from changes in loads, actual and projected
revenue loss, and negative rate case outcomes. These included staffing, maintenance,
operations, and capital project reductions. These measures | supervised were typically
taken within a five-year timeline and adjusted through Xcel’s yearly milestones, followed
by an additional year(s) planning when necessary to fully adjust. We would track actuals
to forecasts each month. As | stated above, Xcel has powerful adjustment capabilities as
alarge, publicly traded and vertically integrated IOU. These short planning and forecasting

periods were required of all departments in Xcel. These shorter monthly and yearly

14
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planning periods were critical for our financial success. Each year we had earnings per
share goals that could only be achieved through these shorter planning periods.
Besides your work at Xcel Energy, do you have any other experience and expertise in
planning or adjusting to mitigate load loss?
Yes, as CEO/General Manager of OPU. At OPU, we regarded load losses of 1% or less of
our total load to allow a number of non-rate increase adjustments that could be made
within a short time. With a 1% or less loss we would accomplish our non-rate adjustment
by starting with our year end revenue for that loss and then determining what costs and
expenditures we could delay and/or reduce each month thereafter. Typically, we could
delay filling open positions and capital expenditures. We would also reduce travel,
contract/consulting and overtime expenditures. If load growth exceeded that loss, OPU’s
monthly planning and year end forecasts would easily manage load loss within its first
year. OPU has that adjustment and mitigation capability and it has only 13,000 meters
compared to Xcel’s 740,000 meters in its Minnesota service territory.
What is your recommendation for a net lost revenue payment period in this case?
| agree with Mr. Berg’s recommendation of a five-year payment period as more than
reasonable time for Xcel to adjust to and mitigate the loss of the Slayton load at Xcel’s
substation.
Does that conclude your rebuttal testimony?

Yes.

15
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Professional History

Founder/President, Current Compass, Inc., 2010 — present
Offer Service Territory acquisition, leadership consulting, business start-up and subject matter expertise to municipal utilities.

CEO & General Manager, 2011-2018
Owatonna Public Utilities (OPU) Owatonna, MN

Led a remarkable turnaround effort for a municipal gas, water and electric utilities facility by combining industry expertise with
proven leadership strategies to achieve peak performance, national recognition for performance and value.

e Implemented strategic planning processes and communications programs on day one to align personnel and
departments behind common goals, resulting in streamlined operations, reduced costs and lower rates

e Achieved goals for national excellence recognition with APPA’s, Reliable Public Power Provider (RP3), Diamond Award
(electrical business), and APGA’s, System Operational Achievement Recognition (SOAR), the Silver Award for the
natural gas business

e  Worked with CFO, creating strategies to engage workforce and hold operating expenses at same level for years 1 -5

e Guided the facility toward an accident free workplace within two years, and reduced controllable expenses by 20% in
three years

e Leading development of new 5MW solar plant and 38 MW natural gas fired facility

e Worked closely with community leaders to repurpose a flooded power plant into an award winning $15M office
complex, successfully preserving an iconic landmark by leveraging cost savings and FEMA funds: Top Projects of 2015

e  Work with Owatonna Partners for Economic Development to attract new business with beneficial utility rate plans
e Partnered with Viracon, Inc. to create an energy plan that allowed the company to remain, saving 600+ jobs

e  Worked with the city and Bushel Boy Farms to provide them utility services that reversed planned relocation and
instead facilitated an expansion to 3-4 times their current size, saving jobs and increasing local employment

e Serve as the city's pro bono consultant, offering strategic planning, HR policies and practices, advice on interpersonal
issues, host workshops with city council, mayor and city staff

Director, Regulatory Projects, 2008 — 2010
Xcel Energy Minneapolis, MN

Conducted extensive research in a consultancy role representing the organization in regulatory processes for rates, riders and
tariffs that guided critical issues and led to successful rate restructuring.
e Developed federal compliance programs including FERC and NERC for fossil and hydro plants

e Created strategies that resulted in a successful $250 million rate case

Director, Allen S. King Plant, 1999 — 2008
Xcel Energy Minneapolis, MN

Established a vision and applied leadership and skilled negotiation to re-power a 600 MW base load supercritical coal fired
plant.
e Extended plant life longer than anyone in the industry estimated for this type of unit, saving tens of millions annually
e Created strategy to secure $500M to repower the plant and gain overwhelming environmental community support
e Introduced “The Balanced Scorecard” approach resulting in more than $80M in cost savings over nine years
e Achieved best in class, U.S. performance for reliability and environmental performance

e Achieved accident free safety record in a challenging union workplace by building relationships

Director, Corporate University, 1994 — 1999
Xcel Energy Minneapolis, MN

Mark J. Fritsch
4563 Birchbark Trail North, Lake EImo, MN 55042 @& 612-799-3523 [< mark@currentcompass.com 1



Transformed corporate training by establishing Chief Learning Officer role and developed innovative learning, based on
recognized expertise; driving training, qualification and compliance for nuclear & conventional power facilities.
e Reduced training costs by 30% while improving impact using centralized management and decentralized delivery

e Changed company culture from managing to leading by designing and implementing leadership training, succession
planning and performance monitoring programs as part of human resources

e Gained recognition as one of the top 50 corporate universities in the world
e Developed Chief Learning Officer Exchange that led to effective idea sharing, learning and application for effective
leadership development across the corporation and recognition among top 50 corporate universities worldwide

Manager, Electric Maintenance and Protection, 1990 — 1994
Xcel Energy Minneapolis, MN

Managed construction testing, reliability and maintenance of over 400 substations, with oversight of 150 union/ non-union staff.

e Achieved over 30% cost reduction and eliminated human-error-caused outages through process and reliability
centered improvement programs

e Developed a profitable business services consulting group with sales to external companies
Superintendent, RDF Plants, 1987 — 1990
Xcel Energy Minneapolis, MN

Managed the conversion and operations of two coal fired plants to refuse derived fuel (RDF) powered facilities, leveraging
several 25 MW facilities toward reduced landfill waste and revenue generating energy.

e Reduced operations costs by 30% through union negotiations and process improvement efforts

e Increased production 19% using self-directed work teams, quality improvement processes and safety improvements

Education
Bachelor of Science, Mechanical Engineering, 1980 - University of Minnesota, Minneapolis, MN

Professional Certifications

e Minnesota Management Academy, U of M, Carlson e  Masters Forum, U of M, Carlson School of Management
School of Mgmt e Principal Centered Leadership, Covey Leadership Center

e HR Executive Program, U of M, Carlson School of Mgmt

Awards/Affiliations

e Board Vice President, Southern Minnesota Municipal e  President’s Award for Safety — Xcel Energy, 2006
Power Agency (SMMPA), 2016 e Leader of Vision Award, BestPrep, 2005
e President, Rotary of Owatonna, 2016 e  Governors Awards for Public Utility, Power Plant and
e Distinguished Service Award — Minnesota Municipal Utility Safety, multiple awards
Utilities Association, 2016 e Meals on Wheels, Volunteer and Volunteer of the Year
e Board of Directors, Great River Greening — Past Chair Award Winner, 2007
e Board of Directors, BestPrep — Past Chair e  Boy Scout, Scoutmaster, 2007 — 2012

Mark J. Fritsch
4563 Birchbark Trail North, Lake EImo, MN 55042 @& 612-799-3523 [< mark@currentcompass.com 2



@ Xcel Energy®

Service Territory - Annexations

MMUA and Xcel Energy

May 6, 2019




@ Xcel Energy*

Agenda

* MMUA's Requested Review Items

 MN Statutory Requirements

» Scope of issue

» Response to Request(s) of contract conditions
 Information Request Template

* Next Steps




@ Xcel Energy®

MMUA's Requested Review
Standardization of Annexation Process

. Amount of compensation
* Lostrevenue
calculation
. Existing facility Price

. Duration of payments

. Expenses resulting from
integration of facilities

5. Compensation

* Municipal owned and or
developed territory
compensation
Rates for property and bare
ground

6. How to handle interim service

7. Streamlined Settlement
Processes




@ Xcel Energy*

MN Statutory Requirements

216B.44 MUNICIPAL SERVICE TERRITORY EXTENSION.

After notice and hearing, the commission shall determine
appropriate terms for an exchange, or in the event no appropriate
properties can be exchanged, the commission shall fix and
determine the appropriate value of the property within the annexed
area, and the transfer shall be made as directed by the
commission. In making that determination the commission shall
consider the original cost of the property, less depreciation, loss of
revenue to the utility formerly serving the area, expenses resulting
from integration of facilities, and other appropriate factors.




@ Xcel Energy*

Scope of Issue

* In the past 10 years, we have had:
— 7 annexations. All have come to a mutually agreeable resolution.
— 40 exception agreements, 4 have terminated.

* All of the agreements came to a mutually agreeable resolution
and the volume is not high. This is not a significant issue for us.

* Responses to request(s) of contract conditions.
« Standardized information template would be useful for all parties.




. . @ Xcel Energy*
1. Compensation Review

« Amount of Compensation (Lost Revenue)

« What do we take out of our gross revenues to get to our net lost
revenues?

— lllustrations are included in the presentation below.




@ Xcel Energy®

Service Territory Sale
Pricing Assumptions

April 2018
Slides (7-12)




Commission Accepted Net Revenue

@ Xcel Energy*

Loss Analysis - 5-Step Process

s

Calculate Gross Revenues the selling Utility will lose over a 10-year
period.

Determine the costs the utility will no longer incur from not serving the
customers.

Calculate net revenue loss for each year (Step 1 minus Step 2).
Calculate net present value of annual net revenue losses.

Territory sale must also include cost of impacted distribution facilities
and any integration costs.




] @ Xcel Energy*
Assumptions

 Cost assumptions based on MN PUC order from Xcel’s last
Minnesota rate case (Docket No. E002/GR-15-826)

« Uses Class Cost of Service Study for Cost Analysis at Commission
Ordered Cost and Revenue Levels

« All Costs are Functionalized
 Fixed Production

« Variable Production

e Transmission
e Etc.

 Costs Allocated to Customer Class using Commission Approved
Allocation Methods




Avoided Costs vs. Costs Not Avoided @) XcelEnergy

Is Cost Avoided?

Cost Function Yes No
Fixed Production: Capacity Related X
Fixed Production: Energy Related X
Variable Production Costs (Fuel etc.) X
Transmission X
Distribution Substations X
Primary Distribution Lines X
Secondary Distribution Lines X
Customer-Related Costs X

10




PUC Ordered Revenue Requirement by Utility Function

Avoided vs. Costs Not Avoided

@ Xcel Energy*

Revenue Requirement ($000) by Customer Class and Utility Function

Utility Function

Fixed Production: Capacity Related

Fixed Production: Energy Related
Fuel & Purchased Power
Transmission

Distribution Substations

Primary Distribution Lines

Secondary Distribution Lines &
Transformers

Metering, Meter Reading & Billing

Total Revenue Requirement

Total Avoided Costs
Total Costs NOT Avoided
% of Total Costs Avoided

MN

$408,768

$237,915
$1,665,415
$300,243
$84,907
$103,964
$31,053

$317,795
$3,150,060

$2,356,142
$793,918
74.82%

Residential

$147,291

$71,954
$486,817
$107,938
$33,811
$54,682
$15,782

$262,408
$1,180,683

$891,644
$289,040
75.52%

Commercial
not Demand

Billed
$13,385
$7,316
$50,690
$9,806
$2,694
$3,061
$1,057

$19,888
$107,898

$82,013
$25,885
76.01%

Commercial &

Industrial

Demand Billed

k%

$248,092

$157,753
$1,120,408
$182,499
$47,863
$45,689
$14,103

$13,670
$1,830,078

$1,351,624
$478,454
73.86%

Lighting

$0
$892
$7,499
$0
$539
$532
$110

$21,828
$31,401

$30,862
539
98.28%



. /)XcelEner .
Customer Usage and Revenue Assumptions ¢ #

Required for Analysis

Data Requirements for Analysis:
— Has property been annexed by the city, if not, when?
— Timeline for development
— Date Electric Service will be required
— Size of Each Lot
— Number and Type of Customers

— Lot Zoning for Vacant Lots: Residential, Commercial, Industrial
» Type of residential housing and types of businesses
— Customer usage assumptions
« Customer Load
* Load Factor
» Business Operating Hours
» Service Voltage

— Lost Revenues are Calculated for 10 Years after Electric Service Starts

12




@ Xcel Energy*

2. Existing Facility Price

Spreadsheet is provided to City after valuation is complete
City of 77727?- Annexation - Values of Existing Facilities

Notes: Utility distribution assets depreciated over 50 year life; Current Net Book Value + Removal Costs= Total Customer Cost

NUMBE( ADDRE 35 TRANSFOR (TRANSFORMERCETALS  |WGer |WneFootage |YEAR |Age |TRANSFOR |WRE  |DEADEND/|ARRESTO |CUTOUT |ELECN |LaberOH [ORGINAL |TRANSFD (DEADEMD \ARRESTOJCUTOLT |ELBCH WIREMET |LABCE, FACLITESTD
MER# H METALL | (2078) | VER ORGHAL |4fM R ORIGHAL (ORGNAL (andMis: [TOTAL  |RMERKET |ERMMET  [RKET |SKET |3MET |EOCK  |OHAND EEREMOVED
il ORIGMAL |COST  |DRGMAL |ORGNAL (COST  (COST  (Mateidls |COST  |BOOK |BOOK  |BOOK |BODK |BOOK \WALLE  |OTHER
£osT CosT |Coar VALUE  |VALUE  |VALUE |VALLE |VALLE |[UNDERRE (MIC.
(LINDEFRE |(NCEFREC |[LNDERR | [UNDEPR | (UNDE (CIATEC) — MATERIAL
CIATED) | ATED) (2081 |ECIATED) | ECIATEDY | PRECIA( (2008 |SET
¥ ¥ ¥ h A ¥ ¥ T L/ ¥ X X ¥ ¥ ¥ ¥ ¥ [2018] L/ 4 [2013] ¥ [2018] ¥ ]’ED! ¥ \BOCK | * ¥ ¥ ¥
1 |00%6h3reathE  (THN | 300kwa 124700 20208 3 phasq LGICH | S00FT- 42 {1931 |27 |$730000 |$3200+ 418357 |3FORA |3FCRA |BFORA |$38W51 [$19.20258 |8330800 (48720 \W4708 |WOT36 |$63.41 365320 |%0.50B.44 |$883303 [Nothing 000 |$6,833.19
ACSROH $1328- TOTALOF |TOTAL |TOTAL
PRIARY 1250FT 142000 1K S
- WO PRAMARY 123340 (9136
U 3PH
o |MGhSreathE  (T2Z2222 |M00kia12470e2TTC80v3phadls  |G30FT- 0 9938 (20 |$M.350.00 (4228300 IFORA IFORA (S84 (42520707 (486120 Y0813 4241 (431320 |$5,506.31[$15,184.20 | ies znd $1333.24$16,517.48
PRIMARY LG TOTALCF TOTAL assaciated
k% $80.21 oF equipment on
7068 the pole
T |01GhSreethE  (TIEIIT |50kea 7200012002400 Tphase |G |BSFT- 42 05 13 (9145200 |$44.00 $3438  |STTR0 |2FORA |34I0266 (53556 |4107.48 2044 (85797 (83031 (¥IT44  (RI09.08 [$4,330.33 [Nothing 000 1$4,335.33
PRIMARY LG 1PH TanLor
win
TOTAL AMOUNT DUE $23,686.00
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@ Xcel Energy*

3/4. Duration of Payments & Expenses
Resulting from Integration of Facilities

— This is covered in the Service Territory Agreement, see attached snip-its
from the Agreements

Compensation. The Municapal will pay to Xcel Energy the
following as compensation for the Annexed Service Temtcrr
Transfer area The net book value (oniginal cost depreciated) of the

service faciliies in place within the annexation area and any
integration or re-feed costs that may be necessary as
compensation for the exclusive night to provide electrnic service to
the Territory Transfer area through Amnnexation. The net book
value will be calculated using the average property unit cost, net of
customer constobutions, and the year the umit of the property was
mnitially purchased.

The Annual Payments for the Annexed Service Territory: For a
pernod of 10 years starting on the Effective Date, the City shall
pay Xcel Energy annually.

14




5. Compensation

* Municipal Owned and or Developed Territory Compensation
« Large Customer Acquisition Compensation
« Rates for Property with existing load and bare ground

 As described earlier in the presentation, compensation for
annexations follow the same general process, but taking into
account the specifics of the circumstance.

15




@ Xcel Energy*

6. Interim Service

« Handling Interim Service

— If the property is clearly within City limits, we will allow interim
service as long as we have agreement to compensation, by either

» Adding a provision in the Compensation and Orderly Transfer
Agreement or

« Entering into a separate Exception Agreement that terminates when the
Commission approves the Compensation and Orderly Transfer
Agreement.

— If the property is not within the City limits, then we will not agree to
interim service until the property is annexed to the city, or until we
have a signed Compensation and Orderly Transfer Agreement.

16




@ Xcel Energy*

/. Streamlined Settlement Processes

» Based on a review of our current process, we believe it would be
valuable to both the Company and MMUA if there were a more
standardized information sharing process

* The template enclosed - see next page for visual- requests
necessary information to smooth settlement process

17




] @ Xcel Energy*
Annexation Form

ANNEXATION FO

Type of dwesing:

Municipality Hame(s) (for Residential Develcpment]: g
s [single foamiy, dupl=x, apardmeni, eic.}
NAME OF MUNICIPALITY: Peptatiospor B F mul§-fomily, number of uniis
TF T BROVIDE THE FOLLOWING INFORMATION TO Deveioper Contact Information:
; = = - [Hame]
Estimated land :ze to be gnnexed |c1cre_'5|. [Addras]

Legal Descripticn of the land To be annexed: [Phone Humber]

Provide copy of pear.

Provide fimeline of the develcpment:

Develcpment start gate:

Estimated date when power will be needed for permanent service:

Please aftdcn @ map of the land fo be annexed fo this form, as it will be needed for a fing with e
Minnesota Pulbic Ufilifies Commission.
Is the jand aliready annexed inro City imis? Tes D Ho D

If yes; and the iand was annexed in the st 10 years, please provide the Grder from the Minnesota
Office of Administrative Hearings, Municipal Boundary Adfustment Unit, providing documentation of sucn
annexafion.

if mo, when will it oe gnnexed?
rumper of lots and size of each ot

Are thers sxisting Xoei Energy customers on this site? Yes |:| Ko D
If yes, provide oddress{es):
Repeat asnesded.
[Address]
[City, State, Tip]

Ioning for each ioft  Residential D Commercia-D Ingustrial D
Load [per kW by lot/ouiding):

Customer Class: Resigential E Ccommercial & industriai D

2ate of the Custfomer. Frm D Intamupfticlie D

senvice Yoitoge [secondary, primary, etc):
Estimated Load Factorn
|Load facior = Est. kiWh wse for Month/[Est Peak Demand kW x Howrs in the Mornith|
Business Operating Hours
Days per Week:
Hours per Wesiday:
Hours per Weekend: — R
Type of business or industry:
[retail wef or wio refigerotion; hpe of commercial; i
| industial, +,'P-= of industry, =!-|:.i

ramels} [for Business):
Repeat os needed.

18
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Next Steps
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Xcel Energy’

N

Service Territory Sale
Pricing Assumptions

April 2021




@ Xcel Energy*

Commission Accepted Net Revenue
Loss Analysis - 5-Step Process

1. Calculate Gross Revenues the selling Utility will lose over a 10 year period

2. Determine the costs the utility will no longer incur from not serving the
customers

3. Calculate net revenue loss for each year (Step 1 minus Step 2)
4. Calculate net present value of annual net revenue losses

5. Territory sale must also include cost of impacted distribution facilities
and any integration costs

6. Compensation rates vary by customer class, kWh usage and revenues

2



_ @ Xcel Energy*
Assumptions

 Cost assumptions based on MN PUC order from Xcel’s last
Minnesota rate case (Docket No. E002/GR-15-826)

« Uses Class Cost of Service Study for Cost Analysis at
Commission Ordered Cost and Revenue Levels

 All Costs are Functionalized
 Fixed Production
 Variable Production
* Transmission
 Etc.

« Costs Allocated to Customer Class using Commission
Approved Allocation Methods




Avoided Costs Vs Costs Not Avoided €2 XcelEnergy*

Is Cost Avoided?

Cost Function Yes No
Fixed Production: Capacity Related X
Fixed Production: Energy Related X
Variable Production Costs (Fuel etc.) X
Transmission X
Distribution Substations X
Primary Distribution Lines X
Secondary Distribution Lines X
Customer-Related Costs X




PUC Ordered Revenue Requirement by Utility Function

Avoided Costs Vs Costs not Avoided

Residential

Commercial not

Demand Billed

@ Xcel Energy*

Commercial &

Fixed Production: Capacity Related

Fixed Production: Energy Related

Fuel & Purchased Power

Transmission

Distribution Substations

Primary Distribution Lines

Secondary Distribution Lines & Transformers
Metering, Meter Reading & Billing

Total Revenue Requirement

Total Avoided Costs

Total Costs NOT Avoided

% of Total Costs Avoided

$408,769

$237,915
$1,665,419
$300,244
$84,907
$103,965
$31,053
$317,796

$3,150,068

$2,356,148
$793,920

74.80%

$147,291

$71,954
$486,818
$107,938
$33,811
$54,682
$15,782
$262,409

$1,180,685

$891,645
$289,040

75.52%

$13,385

$7,316
$50,690
$9,806
$2,694
$3,061
$1,057
$19,888

$107,898

$82,013
$25,886

76.01%

Industrial Demand Lighting
Billed ***
$248,093 SO
$157,753 $892
$1,120,411 $7,499
$182,500 SO
$47,863 $539
$45,689 $532
$14,103 $110
$13,671 $21,828
$1,830,083 $31,401
$1,351,628 $30,862
$478,455 $539
73.86% 98.28%




i i @ Xcel Energy*
Calculation Details

« Customers’ total billing quantities estimated based on 5 years of billing
history

 Annual customer revenues calculated based on current Xcel rates and
estimated billing quantities

 Lost Revenues = Gross Annual Revenues * (1 - % of Costs Avoided)

* Over the 10-year period assumes:
— No change customers’ billing quantities
— Assumes a 2% annual increase in bills

— Discounts the lost revenues over the 10-year period at Cost of Capital
(6.45%)

« Lump-sum payment based on the net present value of lost revenues
over the 10 period




@ XcelEnergy’

Service Territory - Annexations

MMUA and Xcel Energy

May 6, 2019




@ Xcel Energy*

Agenda

* MMUA's Requested Review ltems

 MN Statutory Requirements

» Scope of issue

* Response to Request(s) of contract conditions
* Information Request Template

* Next Steps




@ XcelEnergy*

MMUA's Requested Review
Standardization of Annexation Process

. Amount of compensation
» Lost revenue
calculation
. Existing facility Price

. Duration of payments

. Expenses resulting from
integration of facilities

5. Compensation

* Municipal owned and or
developed territory
compensation
Rates for property and bare
ground

6. How to handle interim service

7. Streamlined Settlement
Processes




@ Xcel Energy*

MN Statutory Requirements

216B.44 MUNICIPAL SERVICE TERRITORY EXTENSION.

After notice and hearing, the commission shall determine
appropriate terms for an exchange, or in the event no appropriate
properties can be exchanged, the commission shall fix and
determine the appropriate value of the property within the annexed
area, and the transfer shall be made as directed by the
commission. In making that determination the commission shall
consider the original cost of the property, less depreciation, loss of
revenue to the utility formerly serving the area, expenses resulting
from integration of facilities, and other appropriate factors.




@ Xcel Energy*

Scope of Issue

* In the past 10 years, we have had:
— 7 annexations. All have come to a mutually agreeable resolution.
— 40 exception agreements, 4 have terminated.

* All of the agreements came to a mutually agreeable resolution
and the volume is not high. This is not a significant issue for us.

* Responses to request(s) of contract conditions.
« Standardized information template would be useful for all parties.




. . @ Xcel Energy*
1. Compensation Review

« Amount of Compensation (Lost Revenue)

» What do we take out of our gross revenues to get to our net lost
revenues?

— lllustrations are included in the presentation below.




@ XcelEnergy’

Service Territory Sale
Pricing Assumptions

March 2025
Slides (7-12)




Commission Accepted Net Revenue

@ Xcel Energy*

Loss Analysis - 5-Step Process

B

Calculate Gross Revenues the selling Utility will lose over a 10-year
period.

Determine the costs the utility will no longer incur from not serving the
customers.

Calculate net revenue loss for each year (Step 1 minus Step 2).
Calculate net present value of annual net revenue losses.

Territory sale must also include cost of impacted distribution facilities
and any integration costs.




Assumptions

@ Xcel Energy*

 Cost assumptions based on MN PUC order from Xcel’s last
Minnesota rate case (Docket No. E002/GR-21-630)

« Uses Class Cost of Service Study for Cost Analysis at Commission
Ordered Cost and Revenue Levels

« All Costs are Functionalized

Fixed Production

Variable Production

Transmission
Etc.

* Costs Allocated to Customer Class using Commission Approved
Allocation Methods




Avoided Costs vs. Costs Not Avoided & ™™

Is Cost Avoided?

Cost Function Yes No
Fixed Production: Capacity Related X
Fixed Production: Energy Related X
Variable Production Costs (Fuel etc.) X
Transmission X

Distribution Substations X

Primary Distribution Lines X
Secondary Distribution Lines X
Customer-Related Costs X

10




PUC Ordered Revenue Requirement by Utility Function

Avoided vs. Costs Not Avoided

Utility Function

Fixed Production: Energy Related

Fixed Production: Capacity Related
Fuel & Purchased Power
Transmission

Distribution Substations

Primary Distribution Lines

Secondary Distribution Lines &
Transformers

Metering, Meter Reading & Billing

Total Revenue Requirement

Total Avoided Costs
Total Costs NOT Avoided

% of Total Costs Avoided
11

ii?,)ﬁ:edfﬁwaq;y‘

Revenue Requirement ($000) by Customer Class and Utility Function

MN

$379,238

$514,564
$1,692,348
$398,439
$94,673
$181,488
$46,787

$405,478
$3,713,015

$2,724,541
$988,474
73.38%

Residential

$123,243

$203,145
$537,234
$157,052
$39,078
$92,424
$25,089

$335,540
$1,512,806

$1,147,340
$365,467
75.84%

Commercial
Non-Demand

$11,068

$14,249
$49,816
$11,011
$2,691

$4,640
$1,376

$24,302
$119,152

$91,144
$28,007
76.49%

Commercial &

Industrial

Demand Billed

*kk

$243,755

$297,170
$1,099,312
$230,376
$52,355
$83,702
$20,218

$20,215
$2,047,102

$1,453,822
$593,280
71.02%

Lighting

$1,172
$0
$5,986
$0
$549
$723
$105

$25,421
$33,955

$32,235
$1,721
94.93%



. /) Xcel Energy*
Customer Usage and Revenue Assumptions < 4

Required for Analysis

Data Requirements for Analysis:
— Has property been annexed by the city, if not, when?
— Timeline for development
— Date Electric Service will be required
— Size of Each Lot
— Number and Type of Customers

— Lot Zoning for Vacant Lots: Residential, Commercial, Industrial
» Type of residential housing and types of businesses
— Customer usage assumptions
» Customer Load
» Load Factor
» Business Operating Hours
» Service Voltage

— Lost Revenues are Calculated for 10 Years after Electric Service Starts

12




2. Existing Facility Pri @ Xeottrerar
Spreadsheet is provided to City after valuation is complete
City of 722772- Annexation - Values of Existing Facilities
Notes: Utility distribution assets depreciated over 50 year life; Current Net Book Value + Removal Costs=Total Customer Cost
MUMEE( ATDRESS TRANSFOR | TRANSFORMERDETALS  (UGor (WieFootage [YEAR [Age [TRANSFOR |WIRE  (CEADEND|ARRESTO |CUTOUT |ELECW |LaborCH JORIGKAL |TRAMSFO |DEADEND  |ARRESTO\CUTOUT |ELBON|WRENET |LABCR, FACLITESTO
MER# ™ MSTALL | (20%8] | MER ORIGIAL |&RM - [R CRIGIAL |ORIGHAL | andMisc  TOTAL  |RMERRET \ARMNET ~ RNET  (SKET |SKET |BOCK  |CHAND BEREMOVED
] CRIGHAL |COST  |ORICIMAL |CRIGNAL |COST |COST  (Mateids (COST  |BOOK  |BOCK BODK |BOOK |BOCK (VALLE  (OTHER
i) COsT  |cost ALUE |VALLE  [VALUE |VALLE [VALLE |(UNOERFE (ML,
(LINOERRE |(LWDEPRECY | (LNDEFR |(LMOEPR | (LUNDE |CIGTED) | MATERIAL
CIATED! | ATEDI (20181 |ECIATED) |ECIATEDH (PRECIA|20181 | SKET
v v L ¥ ¥ v ¥ ¥ v L ¥ ¥ L ¥ v v [2018] L v [2018] ¥ [2018] ¥ TEDV ¥ BDDK ¥ L L v
T (Bt 3esthE (T | 300kea 47002020 Sphacq IO | SA0FT- 42 |18 (27 [$730000 |$3200+ #8357 |3FCRA |3FCRA \BFORA |$38W051 |#920238 |$330000|36720 (W05 |$10736 (36341363320 (8450644 4853319 (Nathing 000 146.833.19
ACSR0H $1.328- TOTALCF (TOTAL |TOTAL
FRMARY [ Z50FT $142000 4 |OF OF
- TOPRMARY $23300 | 94136
UG3H
¢ (MBth3eethE  |T2222222 | 00kea 4700 2TTMA0 3phagle  [430FT- 10 1938 (20 |$M.357M0 (228300 JFORA JFORA |$541806 |422.307.07 (486020 iR $241 13320 |$2.508.31 |$15,164.24 [ire and $1.333.24 1416517 48
FRMARY LG TOTALCF TOTAL associated
ke 18021 oF eguipment on
$70£8 the pake
3o | EhSteathE  |TI333333 | S0kea 7200 R0R40u Tphase (UG |45FT- 42 06 (T ({45200 |$d.00 $M3 (47780 (ZFORA (B4 T02E0 4585056 (410740 $2040 45707 (30 THITAd (9300506 )94.330.33 Nothing 000 [44,335.33
FRIMARY L 1 TOTLCF
i
TOTAL AMOUNT DUE $23,666.00

13



@ Xcel Energy*

3/4. Duration of Payments & Expenses
Resulting from Integration of Facilities

— This is covered in the Service Territory Agreement, see attached snip-its
from the Agreements

Compensation. The Municipal will pay to Xcel Energy the
following as compensation for the Annexed Service Territory
Transfer area The net book value (original cost depreciated) of the
service faciliies in place within the annexation area and any
integration or re-feed costs that may be necessary as
compensation for the exclusive nght to prowvide electric service to
the Territory Transfer area through Annexation. The net book
value will be calculated using the average property unit cost, net of
customer constributions, and the year the unit of the property was
mmitially purchased.

The Annual Payments for the Annexed Service Territory: For a
pernod of 10 years starting on the Effective Date, the City shall
pay Xcel Energy annually.

14




5. Compensation

* Municipal Owned and or Developed Territory Compensation
» Large Customer Acquisition Compensation
 Rates for Property with existing load and bare ground

» As described earlier in the presentation, compensation for
annexations follow the same general process, but taking into
account the specifics of the circumstance.

15




@ Xcel Energy*

0. Interim Service

« Handling Interim Service

— If the property is clearly within City limits, we will allow interim
service as long as we have agreement to compensation, by either

» Adding a provision in the Compensation and Orderly Transfer
Agreement or

» Entering into a separate Exception Agreement that terminates when the
Commission approves the Compensation and Orderly Transfer
Agreement.

— If the property is not within the City limits, then we will not agree to
interim service until the property is annexed to the city, or until we
have a signed Compensation and Orderly Transfer Agreement.

16




@ Xcel Energy*

/. Streamlined Settlement Processes

* Based on a review of our current process, we believe it would be
valuable to both the Company and MMUA if there were a more
standardized information sharing process

* The template enclosed - see next page for visual- requests
necessary information to smooth settlement process

17




Annexation Form

ANNEXATION FORM

Municipality
NAME OF MUNICIPALITY:
MUHNICIPALITY TO PROVIDE THE FOLLOWING INFORMATION TO THE UTILITY

Estimated land size to be annexed [acres):
Legal Descripficn of the land 1o oe annexsd:

Plegse attach a map of the land to e annexed o this form, as it wil be needed for a fiing with the
Minnesota Pubic Utiliies Commission.
Is the land already annexed info City imits? Yes D [20-] D

If yes, and the land was annexed in the kst 10 years, please provide the Order from the Minnesota
office of Administrative Hearings, Municipal Boundary Adjustment Unit, providing decumentation of such
annexation.

if no, when will it e annexed?
Humber of lofs and size of eoch lot:

Are tnere existing Xoel Energy customers on this site? ves D Mo D
If yes, provide address|es):
Rep=ot as nesded.

[Address]
[City, State, Tip]

PROVIDE THE FOLLOWING INFORMATION FOR EACH LOTACUSTOMER
Zoning for each lof:  Residential D Commercia D Industnial D

Load [per kW by lot/Buliding):
Customer Class:  Residential D Commercial & Industria! D
Rate of the Customer: Firm D Intemupticle D
senvice Voltage [secondary, primary, etc):
Estimated Load Factor:
|Load factor = Ext. kiWh use for Month/f[Est Peok Demand kW x Howrs in the Month|
Business O pernating Hours
Days per Week:
Hours per Weekday:
Hours per Weekend:
Type of business or industry:

[retail wf or wfo refigeration; iype of commercial; i
industial, type of indusiry, eic.)

Hame(s| (for Business):
Repeat as neaded.

18

@ Xcel Energy*

Type of dweling:
[single famiy, duplex, apardment, eic.)
F muli-family, number of units:

Hame(s| (for Residential Develcpment]:
Repeat as neaded.

Developer Contoct infomation:
[Hame]
[#d dress]
[PRrone Number]

Provide copy of peat.
Provide fimeline of the development:

Development start date:
Estimated date when power will be needed for permanent service:




@ Xcel Energy*

Next Steps

19
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