414 Nicollet Mall

/C)/ xce’ Er)erg)/® Minneapolis, MN 55401

March 9, 2015
—Via Electronic Filing—
Daniel P. Wolf
Executive Secretary
Minnesota Public Utilities Commission
121 7" Place East, Suite 350
St. Paul, MN 55101

RE: REPLY COMMENTS
ELECTRIC SERVICE AGREEMENT AMENDMENT
DockET NO. E002/M-14-1057

Dear Mr. Wolf:

Northern States Power Company, doing business as Xcel Energy, submits this
Reply to the February 27, 2015 Comments of the Minnesota Department of
Commerce, Division of Energy Resources.

Pursuant to Minn. Stat. § 216.17, subd. 3, we have electronically filed this
document, and served copies of these Comments on the parties on the attached
service list. If you have any questions regarding this filing please contact me at

(612) 330-5941 or holly.r.hinman@xcelenergy.com.
Sincerely,
/s/

HorLLy R. HINMAN
REGULATORY POLICY SPECIALIST

Enclosures
c: Service List



STATE OF MINNESOTA
BEFORE THE
MINNESOTA PUBLIC UTILITIES COMMISSION

Beverly Jones Heydinger Chair

David Boyd Commissioner

Nancy Lange Commissioner

John Tuma Commissionet

Betsy Wergin Commissioner
IN THE MATTER OF THE PETTTION OF Docket No. E002/M-14-1057
NORTHERN STATES POWER COMPANY
FOR APPROVAL OF AN AMENDMENT TO REPLY COMMENTS
THE ELECTRIC SERVICE AGREEMENT
WITH TERNING SEEDS

OVERVIEW

Northern States Power Company, doing business as Xcel Energy, submits this Reply
to the February 27, 2015 Comments of the Minnesota Department of Commerce,
Division of Energy Resources.

I. AMENDMENT TO CONTRACT

We appreciate the Department’s review of our December 22, 2014 Petition and the
opportunity to provide additional information in this Reply. The Department’s
analysis correctly notes that we will be filing a second amendment to the Electric
Service Agreement (ESA) to reflect the customer’s election to receive service under

the A51 tariff rather than the A52 tariff. We expect to make this filing by mid-March.
II. CLARIFYING BILL TREATMENT FOR NET METERING

Additionally, we wish to clarify our understanding of the meaning of the amended
law, proposed rule, and now proposed ESA, all of which provide for net metering for
a distributed generation (DG) system sized between 40 kW and greater but less than 1
MW. All of the Company’s DG customers who receive net metering, whether for
systems under 40 kW (or with the new law, 40 kW or greater but less than 1 MW),
receive a dollar-based bill credit for their production. Net metering bill credits are
based on generated kWh, applied to a dollar rate, resulting in a dollar-based credit.
The quantity of kWh generation is not “banked” to roll forward onto future bills, and
therefore requires no annual true up. The dollar-based credit, however, is applied



monthly to bills and, after offsets by on-bill costs, any positive net balance rolls
forward as a dollar credit on future bills. There is no difference between this credit
and any other credit that would be posted to a customer’s account.

Similarly, the Department’s statement about the reasonableness of the price of the
proposed ESA merits some clarification. The Department writes, “In addition to the
customer being able to receive payment for annual net input into the Xcel system at
the avoided cost rate, the customer will pay for net energy supplied by Xcel according
to the applicable tariffed rate and receive standby service.” We note that there is no
annual input at an avoided cost rate, due to the impact of differentiated seasonal
avoided cost rates. In practice, this means “annual net input” is not “banked” and
credited on an annual basis, because there is no approved rate to account for such net
input on an annual basis. Instead, customers receive the applicable seasonal avoided
cost rate applied to any net input each month. The monthly dollar credit for the net
input of energy will likely result in a unique annual avoided cost rate since the
calculation of the rate will be based on the customer’s unique seasonal production and
usage patterns.

We do not believe the Department’s proposed language to Item 4.1 provides the
needed clarification of this process. If parties believe further clarification is helpful,
we instead propose this language:

1. Monthly Dollar Credit to the QF's account with the Utility.

CONCLUSION
We appreciate the opportunity to provide additional information in these Reply

Comments. We continue to request that the Commission approve our proposed ESA
Amendment, subject to the modifications described herein.

Dated: March 9, 2015

Northern States Power Company
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