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March 4, 2014

Burl W. Haar

Executive Secretary

Minnesota Public Utilities Commission
121 7th Place East, Suite 350

St. Paul, Minnesota 55101-2147

RE:  Supplemental Comments of the Minnesota Department of Commerce, Division of Energy
Resources
Docket No. G002/M-13-663

Dear Dr. Haar:

Attached are the Supplemental Comments of the Minnesota Department of Commerce, Division of
Energy Resources (DOC or Department) in response to the Reply Comments and Supplemental Filing
submitted in the following matter:

Petition of Northern States Power Company, d/b/a Xcel Energy (Xcel or Company), for Approval
of Changes in Contract Demand Entitlements.

The Supplemental Filing was submitted on November 22, 2013 by:

Paul J. Lehman

Manager, Regulatory Compliance and Filings
Xcel Energy

414 Nicollet Mall—7™ Floor

Minneapolis, MN 55401

To ensure that the record is complete in this docket, the Department provides the following response to
Xcel’s November 22, 2013 Supplemental Filing. The Department recommends that the Commission
accept the Company’s peak-day analysis, accept the Company’s proposed level of demand entitlement,
and allow Xcel to recover associated demand costs through the monthly Purchased Gas Adjustment
(PGA) effective November 1, 2013, subject to clarification by the Company regarding the calculation of
the demand cost impacts in its Supplemental Filing. The Department also recommends that Xcel provide
clarifying information as noted in the body of these comments.

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

Sincerely,

/s/ ADAM J. HEINEN
Rates Analyst

AJH/It
Attachment



BEFORE THE MINNESOTA PuUBLIC UTILITIES COMMISSION

COMMENTS OF THE
MINNESOTA DEPARTMENT OF COMMERCE
DIVISION OF ENERGY RESOURCES

DockeT No. G002/M-13-663

. BACKGROUND

On August 1, 2013, Northern States Power Company, d/b/a Xcel Energy (Xcel or the Company)
submitted to the Minnesota Public Utilities Commission (Commission) its annual demand
entitlement filing (Petition) for the 2013-2014 heating season. On August 29, 2013, the
Minnesota Department of Commerce, Division of Energy Resources (Department) filed
Comments in response to the Company’s Petition. In its Comments, the Department supported
the Company’s Petition and recommended that the Commission approve the Company’s
proposed cost recovery and demand entitlement levels, subject to possible adjustment in the
Company’s November 1, 2013 supplemental filing. The Department also recommended that the
Company provide additional clarifying information in its Reply Comments.

On September 9, 2013, the Company filed its Reply Comments clarifying concerns raised by the
Department in its Comments.

On November 22, 2013, Xcel made its Supplemental Filing which shows the final demand
entitlement volumes and costs that will be charged to ratepayers. The Department responds to
the Supplemental Filing and the Company’s Reply Comments below.
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1. THE DEPARTMENT’S RESPONSE TO XCEL’S SUPPLEMENTAL FILING AND
REPLY COMMENTS

A RESPONSE TO REPLY COMMENTS

In its Comments, the Department requested that Xcel provide clarifying information regarding
customer counts during the 2012-2013 heating season, whether the Company has considered
daily, regression based, design-day analysis to estimate peak load, and whether the Company
believes the current peak-day planning definition should be maintained beyond the 20-year time
horizon.

1. Customer Counts

In terms of customer counts during the 2012-2013 heating season, the Company stated that the
customer count figure represents the data that was used in the design-day analysis and it does not
represent actual customer counts from that heating season. Xcel also provided a reference to an
attachment in its initial petition which states that these customer counts were projected. The
Department appreciates the clarification by Xcel and does not have additional comment at this
time.

2. Daily Design-Day Method

In regards to consideration of a daily, as opposed to monthly, design-day analysis, Xcel stated
that it has not proposed to use a daily analysis because it believes its current approach is more
reasonable. The Company referred to the Department’s discussion which noted that use of daily
data requires an estimation of interruptible usage, which is difficult, and is not required when
using the average monthly design-day approach. Further, Xcel noted that its current models
produce strong statistical results; therefore, the Company concluded that its current design-day
analysis is reasonable. The Department believes the Company’s response is reasonable and
reiterates that it inquired about Xcel’s consideration of other design-day methods to get a better
idea of whether the Company keeps apprised of other methods that may be more suitable for
design-day estimation. Based on the Company’s response, the Department does not have
additional comments on this topic at this time.

3. Peak-Day Definition

The Company’s analysis in Reply Comments concluded by discussing the peak-day definition
and design-day planning metric that Xcel uses to forecast peak demand. The Company stated
that it currently uses system characteristics occurring on January 29, 2004 as the basis for its
design-day planning and, since this date has occurred within the past 20 years, as opposed to the
prior peak day in 1995-96. Xcel stated that it does not intend to modify its approach and that this
day was not only the day with the highest throughput but is also the peak day in the past 20
years:

The Company currently utilizes a use per customer of 1.57393 Dth
which was observed January 29, 2004. This metric has been used
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for at least the last eight years in design day planning and there are
presently no plans to change at this point. The system design day
total is the product of the use per customer and the total number of
firm customers. Because the usage on January 29, 2004 is also the
highest value in the past 20 years, the Company’s current peak day
definition or using the coldest day in the last 20 years yields the
same result.

The Department’s June 15, 2005 Comments in Docket No. G002/M-04-1735 regarding Xcel’s
demand entitlement filing subsequent to January 29, 2004 confirms this fact:

The Company states that it will continue to calculate both methods
and will consider the results in determining future design-day
needs. To ensure reliability for the 2004-2005 heating season,
Xcel Energy determined its design-day requirements for its
combined Minnesota and North Dakota system using the higher
average projection of 1.6092 Dth per customer from the “Actual
Peak UPC DD” method. Because the Company used its previous
“Avg. Monthly DD” method to allocate the design-day
requirement among regions and states, the projected Minnesota
design-day requirement of 1.60912 Dth per customer. While the
Department may have calculated the comparison method
somewhat differently than Xcel Energy’s “Actual Peak UPC DD”
calculation, the Department agrees that it is reasonable to compare
the design-day requirements calculated using Xcel Energy’s usual
“Avg. Monthly DD method to actual peak day experience.

The Department agrees with Xcel that using the information from January 29, 2004 within
Xcel’s method to estimate its peak day is appropriate.

4, Other Clarifications

Xcel noted two corrections to the Department’s Comments. First, the Company increased its
contract for delivery at Chisago, MN by 3,812 Dth/day, rather than decreased capacity. Second,
Xcel’s Minnesota-only reserve margin is 42,390 Dth/day rather than 47,639 Dth/day, which
represents the entire Minnesota Company. The Department agrees and appreciates those
corrections.

B. RESPONSE TO SUPPLEMENTAL FILING

In its Supplemental Filing, Xcel provided updated schedules that detail the final demand costs
that are charged to ratepayers. The Company did not make changes to the total entitlement
levels that were proposed in the initial filing. The only change in demand cost proposed by the
Company relates to changes in how pipeline balancing charges and storage capacity to
interruptible customers are accounted for in response to the Commission’s November 14, 2013
Order in Docket No. G999/AA-12-756. The change in cost allocation implemented by Xcel has



Docket No. G002/M-13-663
Analyst assigned: Adam Heinen
Page 4

the effect of moving some demand cost to the commaodity portion of the Purchased Gas
Adjustment, which means that interruptible customers, which receive benefit from these services,
will share in the costs of these services going forward.

DOC Attachment 2, included in its Comments, details the cost impacts of the Company’s original
demand entitlement filing. In Schedule 1 of its Supplemental Filing, Xcel provided schedules
which detail the cost impacts of the Company’s change in the allocation of balancing and storage
costs between firm and interruptible customers. The Company’s revised demand entitlement
proposal would result in the following annual rate impacts, compared to the initial proposal, by
rate class:

e Annual bill decrease of $1.25, or approximately 1.37 percent, for the average
Residential customer consuming 85 Mcf annually;

e Annual bill decrease of $4.09, or approximately 1.37 percent, for the average Small
Commercial customer consuming 284 Mcf annually;

e Annual bill decrease of $21.07, or approximately 1.37 percent, for the average Large
Commercial customer consuming 1,463 Mcf annually;

e Annual bill decrease of $52.38, or approximately 1.20 percent, for the average Small
Demand Billed customer consuming 744 Mcf annually;

e Annual bill decrease of $147.84, or approximately 1.20 percent, for the average Large
Demand Billed customer consuming 2,100 Mcf annually;

e Annual bill increase of $705.57 for the average Small VVolume Interruptible customer
consuming 7,686 Mcf annually;

e Annual bill increase of $6,966.79 for the average Medium Volume Interruptible
customer consuming 75,891 Mcf annually; and

e Annual bill increase of $46,489.54 for the average Large VVolume Interruptible
customer consuming 506,422 Mcf annually.

The bill impacts described above relate solely to changes in demand cost and are based on the
difference between demand data provided by the Company in its Supplemental Filing, Schedule
1, Page 2 of 4, and Schedule 1, Page 3 of 4. The Department notes that the bill impacts that it
calculates (See DOC Attachment S-1) do not agree with the dollar impacts shown by the
Company in its Supplemental Filing, Schedule 1, Page 4 of 4; therefore, the Department
recommends that Xcel fully explain how it derived the figures in its Supplemental Filing,
Schedule 1, Page 4 of 4. Based on its analysis, the Department recommends that the
Commission allow the recovery of demand costs associated with Xcel’s proposed demand
entitlement levels effective November 1, 2013, subject to clarification by the Company regarding
the calculation of the demand cost impacts in its Supplemental Filing.
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I11.  THE DEPARTMENT’S RECOMMENDATIONS

The Department recommends that the Commission:

e Approve Xcel’s proposed level of demand entitlements as proposed in its initial
petition; and

e Approve Xcel’s allocation of balancing service and storage costs such that they
correspond with the Commission’s November 14, 2013 Order in Docket No.
G999/AA-12-756; and

e Allow Xcel to recover associated demand costs through the monthly Purchased Gas
Adjustment effective November 1, 2013, subject to clarification by the Company
regarding the calculation of the demand cost impacts in its Supplemental Filing.

/It
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CERTIFICATE OF SERVICE
I, Sharon Ferguson, hereby certify that | have this day, served copies of the
following document on the attached list of persons by electronic filing, certified
mail, e-mail, or by depositing a true and correct copy thereof properly enveloped
with postage paid in the United States Mail at St. Paul, Minnesota.

Minnesota Department of Commerce
Supplemental Comments

Docket No. G002/M-13-663
Dated this 4" day of March 2014

/s/Sharon Ferguson
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