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Daniel P. Wolf

Executive Secretary

Minnesota Public Utilities Commission
121 7t Place East, Suite 300

St. Paul, Minnesota 55101

RE: Letter from the Minnesota Department of Commerce, Division of Energy Resources
(the Department) regarding In the matter of the Petition of Northern States Power
Company, d/b/a Xcel Energy (Xcel or the Company), for approval of the acquisition of
the 200 MW Courtenay Wind Farm
Docket No. EO02/M-15-401

Dear Mr. Wolf:

On June 14, 2015, Northern States Power Company d/b/a Xcel Energy (Xcel or the
Company) filed its Additional Reply Comments in the above referenced docket. According to
Xcel, the purpose of its Additional Reply Comments was to address the Minnkota
transmission delivery issue and the North Dakota Investment Tax Credits (NDITC) issue.

Xcel stated that it has resolved the Minnkota transmission delivery issue. As a result, it has
removed this contingency from their ability to move the Courtney Wind Farm forward.

Regarding the NDITC issue, Xcel stated that this docket raises an important policy issue
about the allocation of State income taxes and offsetting state-specific tax credits. However,
Xcel stated that this issue does not need to be resolved in this proceeding because the
NDITC’s associated with the Courtney Wind Farm are largely unavailable “because the
Company’s tax appetite is largely taken up by the Company’s Borders Wind Project” and
were not taken into account in developing the economic justification for the Project. Xcel
stated that the NDITC’s associated with its Borders Wind Project more than offsets Xcel's
North Dakota income tax liability for all but the final year of Courtney’s eligibility. As a result,
Xcel recommended that the Commission address the proper rate treatment of NDITC in a
proceeding related to the Borders Wind Project, such as the Company’s upcoming 2016 rate
case or in the 2015 capital true-up arising out of the Company’s 2014 rate case.

The Department agrees that the treatment of NDTICs is an important policy issue and is
unlikely to have a significant financial impact in the instant petition. However, the
Department notes that this is not a new issue; the NDITC issue has been addressed in
previous proceedings such as Xcel's Merricourt Wind Farm eligibility filing (Docket No.
E002/M-08-1437) and Xcel's 2009 and 2010 Renewable Energy Standard (RES) Riders
(Docket Nos. EO02/M-09-1083 and E002/M-10-1066). In fact, Xcel stated the following in
its October 5, 2010 filing in Docket No. EO02/M-10-1066:
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In Ordering Paragraph Number 4 of the June 10th Order
[Docket No. E0O02/M-08-1437], the Commission directed the
Company to address three areas. We have previously
addressed two of those areas to the Commission’s satisfaction.
In our 2009 RES Rider filing to update the factors for 2010, we
reported that we still needed to discuss the North Dakota
investment tax credit allocation process with the North Dakota
Public Service Commission. At this time, those discussions
have been completed and our filing reflects an allocation of the
credit to Minnesota customers consistent with our energy
allocators for each state.l

As a result, the Department concludes that this issue has already been resolved and should
not need to be addressed again in further proceedings, particularly given limited regulatory
resources, Xcel’'s decision in 2010 to give Minnesota ratepayers their proportionate share of
the NDITC and the Commission’s October 17, 2011 Order approving that proposal, and the
significant amount of time Xcel has had over the years to address any lingering issues.
However, if the Commission prefers to address this issue again at a later date in another
proceeding, the Commission could address the issue in Xcel’'s next RES Rider filing.

If the Commission decides to address the issue in this proceeding, the Department
continues to recommend that the Commission require Xcel to credit its Minnesota
ratepayers for their proportionate share of utilized NDITC associated with the Courtney
Project, consistent with Xcel’s energy allocators for each state.

The Department is available to answer any questions that the Commission may have.

Sincerely,

/s/ MARK JOHNSON
Financial Analyst

MJ/It

1 Xcel’'s October 5, 2010 filing in Docket No. EO02/M-10-1066, Page 11.
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