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Division of Energy Resources

Docket No. E002/M-17-775

. BACKGROUND INFORMATION

On November 1, 2017, Northern States Power Company doing business as Xcel Energy (Xcel or
the Company) filed a petition in Docket No. E002/M-17-775 requesting that the Minnesota
Public Utilities Commission (Commission) do the following by June 1, 2018:

e Certify as a distribution project under Minnesota Statute §216B.2425 the Company’s
proposed residential time-of-use (TOU)! rate design pilot program (Pilot),

e Approve the Company’s proposed implementation plan for the Pilot,

e Approve the Company’s proposed tariff for the Pilot, and

e Approve the Company’s proposed accounting treatment for the Pilot.

On February 5, 2018, parties to this proceeding filed initial comments. The Minnesota
Department of Commerce (Department) offers the following reply comments.

1. DEPARTMENT ANALYSIS

The Department reviewed the comments on Xcel’s proposed TOU Pilot and offers the following
reply comments on Fresh Energy’s recommendation to include net metered customers in the
Pilot and to shift the on-peak period time from 3-7 pm to 2-6 pm. The Department also offers
comment on the Residential Utilities and Anti-Trust Division of the Office of Attorney General’s
(OAG’s) proposal to permit all self-identified low-income customers to receive the Company’s
proposed low-income bill protection.

1 Time-of-use rates are energy charges that vary by hour, with hours grouped into categories such as on-peak,
mid-peak, and off-peak.
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A. FRESH ENERGY PROPOSALS
1. On-Peak Period

Fresh Energy recommends approval of Xcel’s proposed TOU Pilot with a modification to the on-
peak period from 3 to 7 pm to 2 to 6 pm. The goal of the Pilot is to test residential customer
responsiveness to price signals. The Department expects that either proposed on-peak period
would result in some customer response. Additionally, the Department expects that one of the
purposes of the Pilot is to assess the appropriate time periods in which to apply the various
rates, and to adjust those periods based on the outcomes of the Pilot. Consequently, the
Department is indifferent to whether the Commission sets the on-peak period from 2 to 6 pm
or3to7 pm.

2. Net-Metered Customers

Customers with net-metered distributed generation facilities such as rooftop solar installations
are among the groups that Xcel proposes to exclude from TOU Pilot participation. Net-metered
customers are paid for their excess generation (net of their usage) at the retail rate. Xcel states
that it has excluded net-metered customers from its TOU Pilot because of billing system
limitations. The Department does not support inclusion of net metered DG customers in the
Pilot because the number of such customers may be small enough that meaningful information
will not be available, and most importantly because of potential rate impacts.

In its comments, the OAG recommended the Company be required to investigate inclusion of
net metering customers under the TOU rate proposal in the future, and be directed to
“consider the ways that net metering customers are different from standard-service customers,
the potential growth of the net metering customer base, the interaction between new
technologies (such as home storage) with a time-varying rate, and the enrollment method that
should be used for net metering customers.”? The Department supports the OAG’s
recommendation that future inclusion of net metered customers be more fully explored. The
Department adds that consideration of the rate impact of the proposed net metered rates
relative to both the existing standard rates and the value of solar rates needs to be considered
in any such evaluation.

B. OAG RECOMMENDATION

As part of its Pilot, Xcel proposes to provide bill protection to participants receiving payments
from the Low-Income Home Energy Assistance Program (LIHEAP) by limiting the bill impact to

2 0OAG Initial Comments, p. 24.
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the amount a customer would pay under the standard rates during the first year of the Pilot,
and to an annual increase of 10 percent over standard rates during the second year. The OAG
proposed that Xcel extend this bill protection to customers who self-identify as meeting the
LIHEAP income guidelines, not just to those participating and receiving benefits under LIHEAP.
The Department sees some benefit in evaluating self-identified low-income customers.
Additional income protection for these customers may result in continued participation from
customers who would otherwise opt out of the Pilot. The Department does not object to the
OAG’s proposal and agrees that self-identified low-income customers should be tracked and
studied separately from LIHEAP participants.

. DEPARTMENT RECOMMENDATIONS
The Department recommends that the Commission approve Xcel’s proposed TOU Pilot. In its

initial comments, the Department requested additional information from the Company. The
Department may offer additional recommendations upon review of Xcel’s reply comments.

/ia
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