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Division of Energy Resources

Docket No. E002/M-20-745

. INTRODUCTION

During its May 7, 2020 meeting discussing Docket No. E,G-999/CI-20-425, In the Matter of an Inquiry
into the Financial Effects of COVID-19 on Natural Gas and Electric Utilities, the Minnesota Public
Utilities Commission (Commission) requested that its Executive Secretary issue a notice requesting
information from the regulated utilities to identify investments and utility projects that could assist
Minnesota’s economic recovery from the COVID-19 pandemic.

On May 20, 2020, the Commission issued a Notice of Reporting Required by Utilities to all rate
regulated electric and gas utilities, requiring an in initial report by June 17, 2020. The Notice required
that the reports include the following information:

e For all rate-regulated electric and gas utilities, please provide a list of all ongoing, planned, or
possible investments that meet the following conditions:

o Provide significant utility system benefits;

o Are consistent with approved resource plans, approved natural gas distribution
infrastructure or pipeline safety plans, triennial conservation plans, and existing
Commission orders;

o Reduce carbon or other pollutant emissions in the power sector or across economic
sectors;

o Increase access to conservation and clean energy resources for Minnesotans;

o Create jobs or otherwise assist in economic recovery for Minnesotans; and

o Use woman, veteran, or minority owned businesses as much as possible and provide
documentation of these efforts.

e For each of the listed investments, please provide a brief description about how the
investments meets the above conditions. Please provide an estimate of the time period for
initiating and completing each project and the project costs.

In the docket created to collect that information, Docket No. E,G-999/CI-20-492 (Docket 20-492),
utilities filed reports on June 17, 2020. The Commission held a planning meeting on July 29, 2020 to
discuss next steps in its inquiry into utility investments that may assist in Minnesota’s economic
recovery. On August 12, 2020, the Commission issued a notice directing utilities to file proposals for an
initial tranche of investments that would begin construction in 2021, along with proposed rate
mitigation strategies, if applicable. The due date for the utility proposals was September 15, 2020, with
initial comments due on October 16, 2020, and reply comments due on Oct. 30, 2020.
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On September 10, 2020, Xcel Energy proposed its Multi-Dwelling Unit (MDU) Electric Vehicle Pilot
Program in response to the Commission’s December 12, 2019 Order. The proposal was filed in Docket
No. E002/M-20-711.

On September 16, 2020, Xcel Energy filed its Petition for COVID-19 Relief and Recovery (Xcel Covid
Petition), which included a suite of electric vehicle (EV) offerings along with other investments, detailed
in Attachment C to the petition. The petition was filed in multiple dockets, in addition to Docket No.
E,G-999/Cl-20-492. Xcel's proposed EV programs included:

e A public fast charging station proposal

e Electrification of Xcel’s fleet

e A modification to Xcel’s already approved Fleet EV Infrastructure Pilot (Docket 18-643), and
e Rebates for light duty vehicles (LDV), transit bus, and school bus electric vehicles

On September 25, 2020, the Commission issued a Notice of Comment Period (September 25 Notice)
requesting comments on the procedural steps the Commission should take in evaluating Xcel’s EV
proposals. Given the historically high level of interest in Xcel’s EV proposals and diverse set of
stakeholders, Commission Staff proposed to evaluate Xcel’s suite of EV investments proposed in
Docket 20-492 as a separate package, and included Xcel’s recently proposed Multi-Dwelling Unit pilot
(Docket No. E002/M-20-711) on the same procedural path. Commission Staff also requested
comments in Docket 18-643, as one of Xcel’s proposals included a modification to an existing
component of an EV pilot program approved in that docket. Commission Staff requested that parties
initially comment on the completeness of individual proposals as filed, along with any other procedural
considerations, and indicated that a subsequent notice would be issued on the merits of various
proposals after any procedural questions are resolved.

Between October 16, 2020 and October 21, 2020 several parties commented in Docket No. E002/M-
20-745, In the Matter of Xcel Energy’s Petition for Approval of Electric Vehicle Programs as Part of its
COVID-19 Pandemic Economic Recovery Investments. The parties included:

e Clean Energy Groups (Fresh Energy, Minnesota Center for Environmental Advocacy, Natural
Resources Defense Council, Sierra Club, Union of Concerned Scientists, and Plug In America);

e Greenlots;

e Ironworkers Local 512;

e Metro Transit;

e Office of the Attorney General, Residential Utilities Division (OAG-RUD);

e the Department;

e Tesla, Inc;

e (Citizens Utility Board of Minnesota (CUB);

e LIUNA Minnesota and North Dakota (LIUNA); and

e Greater St. Cloud Development Corporation.
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Of this group, the Department, the Clean Energy Groups, and the OAG-RUD responded most directly to
the question of how the Commission should proceed in regards to Xcel’s proposed EV projects.

The Clean Energy Groups recommended that the Commission establish three proceedings with the
following timelines:

1) Multi-Dwelling Unit EV Pilot Filing (Docket No. E002/M-20-711) should be considered first, as
early as November 20, 2020;

2) Public Fast Charging, acceleration of Xcel Energy’s fleet electrification, and expansion of existing
EV Fleet Pilot Service (“non-rebate EV Economic Recovery proposal”) (Docket Nos. E002/M-18-
643 and E002/M-20-745) should proceed second, with initial comments due in December 2020;
and

3) EV Purchase Rebates (Docket no. E002/M-20-745), should proceed third, with initial comments
due January 2021.

The Department recommended that, at a minimum, Xcel should submit the additional information
identified both by Commission Staff in its September 25 Notice and by the Department in its initial
comments.

The OAG-RUD stated that having signaled its specific interests, the Commission should allow utilities to
bring forward any proposals that require regulatory approval and should evaluate each proposal on its
merits using the factors set forth in statute and rule.

On January 11, 2021, Xcel submitted cost-effectiveness analyses of all electric vehicles forecasted to be
adopted in Minnesota during the period 2020 through 2030, and of vehicles forecasted to be adopted
due to Xcel’s proposed EV Rebate project.

On February 10, 2021, the Commission issued its Notice Requesting Additional Information (Additional
Notice). The Additional Notice requested that Xcel provide specific additional information by February

22, 2021 or explain why the information is not available.

On March 8, 2021, in response to the Commission’s Additional Notice, Xcel submitted Supplemental
Comments.

On June 4, 2021, Xcel submitted an errata to its January 11, 2021 EV cost-effectiveness analysis.

OnlJune 9, 2021, the City of St. Paul submitted a Letter of Support.
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On June 10, 2021, the Minnesota Department of Transportation submitted a Letter of Support,
specifically for the rebates for electric transit buses.

On June 21, 2021, the Department, Chargepoint, Inc. and Clean Energy Groups (Fresh Energy,
Minnesota Center for Environmental Advocacy, Plug-In America, Sierra Club, and Union of Concerned
Scientists) submitted initial comments on Xcel’s proposed modification to its existing EV Fleet Pilot
Service program in Docket No. E002/M-18-643.

OnJuly 2, 2021 the Commission approved Xcel’s Petition for Approval of its MDU EV Pilot Program in
Docket No. E002/M-20-711.

OnJuly 12, 2021, LIUNA submitted a Letter of Support.

On August 3, 2021, the Minnesota Department of Administration submitted a Letter of Support.
On August 5, 2021, the Minnesota Pollution Control Agency submitted a Letter of Support.

On August 26-27, 2021, the following parties submitted initial comments:

e Greenlots;

e Office of Attorney General-Residential Utilities Division (OAG-RUD);

e Tesla;

e Chargepoint; and

e Fresh Energy, Sierra Club, Union of Concerned Scientists, and Plug in America (Clean Energy
Groups or CEGs).

Il DEPARTMENT INITIAL COMMENTS

In our August 26, 2021 initial comments, the Department recommended the following:
For Reply Comments, the Department recommends that Xcel briefly
discuss how many non-Xcel-owned DCFC chargers have been added to its
system over the past year.

The Department makes the following recommendations regarding Xcel’s proposals.

A. EV PURCHASE REBATES
The Department recommends that the Commission approve:

1. A S5 million Equity Rebate program with the following components:
a) Arebate of $5,500 for new light duty electric vehicles (LDEVs) and $3,000 for used
LDEVs to be used for either purchasing or leasing the vehicles.



Docket No. E002/M-20-745
Analyst assigned: Christopher T. Davis
Page 5

b) To determine whether a customer is income qualified, the Department recommends
that Xcel use multiple verifiable federal, state and utility eligibility standards, such
as:

e Head Start;

e The Minnesota Family Investment Program (MFIP);

e Minnesota’s Temporary Assistance for Needy Families (TANF) program;

e Low-Income Heating Energy Assistance Program (LIHEAP);

e Low-Income Weatherization Assistance Program (WAP); and
Solar*Rewards Income Eligible.

2. An electric bus rebate budget of $30 million to cover:
a) The incremental cost ($810,000) of 30 electric, 40-foot transit buses for Metro
Transit;
b) $5.7 million to provide rebates to school districts to cover incremental costs of
electric school buses and infrastructure upgrades for charging.

3. Atracker account for Xcel to recover the rebate and administrative costs of the EV
rebates, and that applies Xcel’s cost of short-term debt to unrecovered balances.

In addition, the Department recommends that the Commission request additional input from parties
once the fate of the Infrastructure Investment and Jobs Act is known.

B. PUBLIC FAST CHARGING

The Department recommends that the Commission approve Xcel’s Public Fast Charging Proposal, with
the modification that at the conclusion of its pilot program, Xcel must make a compliance filing that
addresses divestment issues and identifies possible divestment strategies.

C. FLEET ELECTRIFICATION

The Department recommends that the Company submit testimony in its next rate case to support the
project, and also address the higher EV fleet vehicle capital costs, lower maintenance costs, and overall
net benefits to ratepayers.

. DEPARTMENT RESPONSE TO PARTY INITIAL COMMENTS AND XCEL REPLY COMMENTS
The Department appreciates the thoughtful discussion of how to accelerate transportation

electrification in Xcel Energy’s service territory. Below, the Department responds to comments
concerning:
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e The cost-effectiveness of Xcel’s proposed rebates for LDEVs;
e Cost recovery;

e Proposed levels of LDEV rebates;

e Proposed levels of electric bus rebates;

e Public Fast Charging proposal;

e Xcel Fleet Electrification acceleration.

A. COST-EFFECTIVENESS OF XCEL’S PROPOSED LDEV REBATES
1. OAG and Department Comments

Both the Department and OAG-RUD pointed out that the revised benefit-cost analysis (Revised BCA)
conducted by Xcel’s consultant, Energy and Environmental Economics (E3) showed that Xcel’s S50
million LDEV rebate proposal would make ratepayers and society worse off than without the rebates.
Specifically, Xcel’s $50 million proposal would result in $5 million less in benefits to ratepayers, and $26
million less to society, as compared to the base case.

2. Xcel Response

In response, Xcel stated that the difference in net benefits between its proposal and the base case
were only one percent in regard to the ratepayer test and seven percent in regard to the societal test.
Further, Xcel stated that it is reasonable to assume that its LDEV rebate program could result in the
market penetration for EVs beyond the rebate period could be even larger.

3. Department Reply

Cost-effectiveness analysis of a given measure requires that one determine an appropriate baseline to
compare the results of the measure to. In Xcel’s Revised BCA, the Base Case is referred to as the
“Personal LDV—managed charging case”. The Revised BCA refers to the measure being evaluated—
Xcel providing $50 million in LDEV rebates—as the “Personal LDV-Constrained rebate program,
managed charging” case. This case is similar to the Base Case except it includes Xcel’s proposed $50
million in LDEV rebates.

In its Revised BCA, Xcel did not provide the reader with the most important calculation—the
comparison of the net benefits resulting from Xcel’s proposed $50 million LDEV rebates to the Base
Case. Table 1 below shows this calculation.
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Table 1: Comparing Net Benefits of Xcel’s LDEV Base Case (No Rebates)
With Total Net Benefits When Xcel’s $50 Million LDEV

Ratepayer | Driver | Societal
Xcel S50 Million LDEV Rebates $335 S65 $340
Electric LDV Base Case $339 $26 $366
Difference (54) S39 (526)

Table 1 shows that Xcel’s proposed $50 million in LDEV rebates is not cost-effective to ratepayers and
is not cost-effective to society. Xcel’s proposal would cost ratepayers (i.e., increase upward pressure
on rates) $4 million. Xcel’s proposal would cost society $26 million.*

In its Reply comments the Company conjectures that its LDEV rebate program could lead to higher
benefits than estimated. This potential is a form of free drivership, where an incentive results in higher
impact than indicated by the number of customers purchasing an item who receive the incentive. One
example could be where a customer learns about an incentive and decides to purchase an item, but
then never applies for the incentive. Free drivership is a possibility in many programs. However, Xcel’s
initial filing and reply comments failed to discuss the possibility that a significant number of
participants in its potential rebates program would be free riders, i.e., the rebate recipients would have
purchased the LDEVs without the rebates.?

Not only is the Department skeptical of Xcel’s conjecture that its LDEV rebate program could lead to
higher benefits than estimated, the Department is also concerned that Xcel’s estimates of the net
benefits of the LDEV rebate program may be overstated.

In the Conservation Improvement Program (CIP), the Department makes a simplifying assumption and
does not adjust its reporting of energy savings for what is called the net-to-gross factor (NTG). Instead
utilities and the Department report gross savings. Estimates of gross savings reflect the changes in
energy consumption and/or demand that result from program-related actions taken by participants in
an efficiency program, regardless of why they participated. In contrast, a net savings approach
measures the changes in energy consumption/demand that are specifically attributable to or are a
direct result of a particular energy efficiency program that would not otherwise have happened in the
absence of the program. Two major differences between gross energy savings and net energy savings
are free ridership—an estimate of the number of conservation program participants that would have
invested in energy efficient technologies and processes absent the program, and free drivership—an
estimate of the number of participants that invested in energy efficient technologies because they

1 The Department also notes that it is incorrect to interpret the net benefits shown for the $50 million LDEV rebates in the
societal and ratepayer impact tests to mean that Xcel’s proposal is still cost-effective.

2 The Department is not aware of any studies of free ridership or free drivership regarding LDEV rebates or tax credits.
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were influenced by the program but did not participate in the program. A net-to-gross factor
represents the fraction that is multiplied by gross savings to estimate the energy savings attributable to
a utility energy efficiency program.

Since Minnesota utilities report their gross savings in CIP, the effects of free riders and free drivers are
not estimated. In its 2020 State Energy Efficiency Scorecard?, the American Council for an Energy
Efficient Economy (ACEEE) stated that it calculated a median NTG factor of 0.825 for natural gas
projects and 0.846 for electric projects. That is, ACEEE estimates that for every 1,000 participants in an
electric energy savings measure, only 846 participants were influenced by the program, including the
impact of free riders and free drivers. The Department points out this issue because providing rebates
for electric vehicles could easily result in a significant amount of free ridership. Applying the 2020 NTG
factor for electric energy savings of 0.846 would mean that Xcel’s Revised BCA would result in a
reduction in net benefits of $51.6 million than currently for the ratepayer impact test* and $52.4
million for the societal test>. The difference in net benefits between the LDEV rebates case and the
base case would decrease from negative $4 million to negative $56 million per the ratepayer test, and
from negative $26 million to negative $78 million per the societal test. Thus, the Department disagrees
with Xcel’s contention that E3’s assumptions were “conservative.”® Overall, the Department concludes
that Xcel’s LDEV rebates program may be even less cost-effective than Xcel’s own analysis shows.
Given that sales of electric vehicles are already expected to grow due to an increased number of
available models, increased availability of public charging, and increased consumer knowledge and
excitement about electric vehicles the NTG factor for providing incentives for LDEVs could be much
lower than ACEEE’s estimates for gas and electric energy savings projects.

B. COST RECOVERY
1. Department, OAG-RUD and CEG recommendations
a.) Department Initial Comments
In our initial comments the Department recommended that the Commission approve, “A tracker

account for Xcel to recover the rebate and administrative costs of the EV rebates, and that applies
Xcel’s cost of short-term debt to unrecovered balances.”

3 The State Energy Efficiency Scorecard | ACEEE

41-.846=0.154. 0.154 x ratepayer net benefits of $335 million = $51.6 million reduction in ratepayer net benefits.
51-0.846 = 0.154. 0.154 x societal net benefits of $340 million = $52.4 million reduction in societal net benefits.

6 Xcel Reply Comments, page 2.
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The Department noted that in its response to OAG-RUD IR No. 3, Xcel defended its decision to propose
regulatory asset cost recovery.

The Company stated, in part:’

The Company does not support a program design that would treat rebates
as expenses in response to the Commission’s request for proposals. This is
because treating the rebates as expenses would create upward pressure
on electricity rates, would not align the stream of benefits from additional
EV adoption with the timing of the costs, and would not create equal
footing between Company-owned infrastructure to support
transportation electrification and rebates as other states have done.

The Department responded to Xcel’s arguments in our initial comments. In its Reply Comments, Xcel
repeated the same arguments, but did not respond to the Department’s critique of them, so we
summarize our critiques here. First, we stated that since the Department proposed a maximum of $35
million of rebates spread over several years, the Department was not concerned about upward
pressure on rates.

Second, we noted that Conservation Improvement Program (CIP) costs are expensed and the investor-
owned utilities have not brought up the issue that the stream of benefits from additional CIP
investments would not align with the timing of the costs (Xcel referred to this as intergenerational
inequity), nor have they raised any concerns about receiving their lucrative Shared Savings DSM
financial incentive mechanism payments in one lump sum instead of being spread out over the
lifetimes of the CIP investments.

Third, the Department noted that Xcel’s statement about how other states had allowed a utility to rate
base LDEV rebates was misleading; only Colorado has allowed rate-basing EV rebates, and it did so for
Xcel Colorado, and only for $5 million of income-qualified rebates.

b.) OAG-RUD Initial Comments

The OAG-RUD recommended that Xcel treat the rebates as operating expenses rather than utility
infrastructure as Xcel proposed.

7 Department Initial Comments, pages 21-22.
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c.) CEG Initial Comments

In its initial comments, CEGs recommended that Xcel provide a rates impact analysis of its proposed
cost recovery as well as any cost recovery methods proposed by other parties in the initial comments
(e.g., the Department of Commerce) in its utility reply comments.®

2. Xcel Reply Comments
In its Reply Comments, the Company stated:

The Department’s proposal would artificially limit our recovery to only our
short-term debt rate. We know of only a few examples of the Commission
limiting the rate of recovery on utility investment to the cost of short-term
debt, and in those situations, the Commission has generally done so for
punitive reasons or because a project is recovered through a rate rider.®
Neither is applicable here.

Part of Xcel’s response to CEG’s recommendation included a rate impact analysis based on $40 million
of rebates. When it compared revenue requirements of capitalizing vs. expensing the $40 million of EV
rebates the Company used a net present value approach. Xcel stated that the results of its analysis
were that the difference between the two methods was less than one percent.

3. Department Reply

The Department notes that the expense tracker proposed by the Department would recover Xcel’s EV
rebate expenses in a similar manner as CIP expenses are recovered. The Company’s cash outlays for
rebate payments would be recovered in the year they are incurred. Thus, the Company would not be
financing those rebate payments, and there would be no need to apply carrying charges at the
Company’s full weighted average cost of capital. As in CIP, to the extent the Company under-recovers
rebate expenses in a given year, the unrecovered balance would be collected in the following year,
with Xcel’s cost of short-term debt applied as a carrying charge, reflecting the short-term nature of the
unrecovered balance.

In Xcel’s last Renewable Energy Standard Rider, Docket No. E002/M-19-732, the Commission ordered
Xcel to use the 2021 costs of long- and short-term debt proposed in its subsequently withdrawn 2019
Rate Case (Docket No. E002/GR-19-564.) The short-term cost of debt was 2.99%. In its withdrawn
2020 Rate Case, Xcel proposed significantly lower short-term costs of debt, as shown in Table 2 below.

8 Xcel inadvertently stated that the Department requested the rate impact analysis.
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Table 2: Xcel’s Proposed 2021-2023 Short-Term Cost of Debt
Proposed in Xcel’s 2020 Rate Case®

Year | Short-term cost of debt
2021 0.81%
2022 1.83%
2023 1.03%

Neither the Department nor the Commission has considered the CIP cost recovery mechanism as
punitive, instead the approach has been recognized as an incentive because the Company knew it
would receive recovery of its expenses. The Department believes that recovering EV rebates in the
same way as CIP expenses is reasonable.

The Department recognizes that many of Xcel’s charging infrastructure costs may eventually become
regulatory assets. However, we continue to maintain that EV rebates are expenses and allowing cost
recovery as if they were regulatory assets is expensive to utility customers. As we noted in our initial
comments, under Xcel’s proposal, ratepayers would pay $1.36 for every $1.00 in rebates. Xcel’s
original proposal of $150 million in LDEV and electric bus rebates would have cost $204 million. Even
at Xcel’s lower proposed $40 million of rebates for LDEVs and electric buses, the Company’s proposed
regulatory asset cost recovery would cost customers an additional $14.4 million.'° These ratepayer
funds could be better spent on infrastructure that will promote the public good, such as public
charging.

As for Xcel’s analysis showing that the net present value of the capitalizing cost recovery only being
one percent higher than expensing, Xcel’s analysis is based on using the Company’s weighted average
cost of capital (WACC) as its discount rate for calculating the net present value of its regulatory asset
cost recovery proposal.’! Very few of Xcel’s customers have a discount rate in the range of 7.35
percent.'? In CIP, the participant discount rate for residential customers is 3.02 percent.'3 Xcel’s

% Direct Testimony and Schedules, Sarah W. Soong, Before the Minnesota Public Utilities Commission State of Minnesota,
In the Matter of the Application of Northern States Power Company for Authority to Increase Rates for Electric Service in
Minnesota, Docket No. E002/GR-20-723 Exhibit___ (SWS-1) Capital Structure, Overall Rate of Return And Investor Relations.
November 2, 2020. Pages 4-5.

10540 million times 1.36 = $54.4 million. $54.4 million - $40 million = $14.4 million.
1 n its Reply Comments, Xcel noted that its revenue requirement analysis was based on EV rebates of $40 million.

121d. Table 1, page 4. Direct Testimony and Schedules of Sarah W. Soong, Before the Minnesota Public Utilities
Commission State of Minnesota, In the Matter of the Application of Northern States Power Company for Authority to
Increase Rates for Electric Service in Minnesota Docket No. E002/GR-20-723 Exhibit___ (SWS-1) Capital Structure, Overall
Rate of Return And Investor Relations November 2, 2020. Table 1, page 4.

13 The discount rate reflects a residential customer’s likely opportunity costs (i.e., the return on investment that a
residential customer would likely give up in to invest in CIP). It's the Societal Discount rate, which was calculated using the
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proposal of capitalizing and amortizing EV rebates would result in costs to ratepayers longer into the
future. The lower the discount rate, the higher the present value of future costs, in this case, rates
charged customers. Using the lower discount rate in the net present value calculation of Xcel’s
proposed rate recovery would substantially increase the cost to ratepayers as compared to the cost of
expensing to ratepayers because the costs in later years are not discounted as much.

In addition, it is unclear what short-term cost of debt that Xcel used for calculating the total costs
under the Department’s proposed expensing cost recovery. As shown above, recent short-term costs
of debt range from 0.81 percent to 2.99 percent. Using a more recent short-term cost of debt for
unrecovered balances will result in the calculation of a much lower net present value for the
Department’s proposed cost recovery. Given that Xcel underestimated the calculation of the cost of its
proposed cost recovery to residential customers and may have overestimated the cost of the
Department’s proposed cost recovery, the Department concludes that the Company’s analysis is not
valid.

Finally, in our initial comments, the Department recommended that the Company’s administrative
costs be included in the tracker. However, the Department notes that administrative costs are not
usually incremental costs and there is a representative level of these costs in built in base rates. Thus, the
Department concludes that the Company’s overall administrative costs be determined in its next rate case
and that the Commission does not start with the assumption that administrative costs for this program are
incremental.

4. Department Recommendation

The Department recommends that the Commission allow Xcel to incorporate an expense level in its
upcoming five-year rate plan rate case and using a tracker account. The tracker account would allow
the Company and Commission to track the Company’s actual rebate expenses and revenues recovered
in rates via the rate case. Unrecovered balances would earn the Company’s updated short-term cost of
debt. Additionally, any over recovery of costs would also earn the Company’s short-term cost of debt.
In its next rate case, Xcel should propose representative expenses for the EV rebates and
administrative costs as well as an annual tracker and a true-up mechanism.

US Treasury's 20-year Constant Maturity Rate, which averaged 3.02 percent between January 02, 2018 through December
31, 2018. Approved February 11, 2020 for 2021-2023 triennial CIPs.
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C. LDEV REBATES
1. Initial Comments

The Department recommended approval of a S5 million point-of-sale, income-qualified Equity Rebate
program with the following components:

a) A rebate of $5,500 for new LDEVs and $3,000 for used LDEVs to be used for either purchasing
or leasing the vehicles.

b) To determine whether a customer is income qualified, the Department recommends that Xcel
use multiple verifiable federal, state and utility eligibility standards.

The CEGs recommended that the Commission:

Approve a S5 million light-duty EV rebate program for income-qualified residential
customers.

a) “Income-qualified” should be defined with flexibility and paired with
existing low-income services to ease program implementation.

b) Per-vehicle rebates should be $5,000 for new EVs and $3,000 for used
EVs for the duration of the rebate program, unless modified by a
stakeholder advisory group and approved by community
representatives in the advisory group.

c) Rebates may be paired with managed charging if such an option is
available to rebate recipient, but should not be required for recipients
without access to managed charging.

CEGs also recommended that the Commission approve:

A S5 million LDEV rebate program for less-resourced non-residential customers
(including nonprofits, non-state governmental entities, and commercial entities
like small business).

a) Per vehicle rebates should be $1,000 for new EVs and $500 for used
EVs through the duration of the rebate program, unless modified by a
stakeholder advisory group.

b) Rebates may be paired with managed charging if such an option is
available to rebate recipient, but should not be required for recipients
without access to managed charging.

OAG-RUD recommended that the Commission not approve Xcel’s proposed EV rebates, but that if it
did, to scale back the proposed rebates to $5 million for LDEVs and $10 million for electric buses.
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2. Xcel Reply Comments

In its Reply Comments, the Company stated that while it still believes that the state and its customers
would benefit most from its originally proposed $150 million in EV rebates, the Company is not
opposed to starting with the narrower focus on income-qualified and less-resourced customers
represented by both the CEGs and Department’s recommendation of $5 million for income-qualified
customers and the CEGs’ recommendation of an additional $5 million in rebates for non-residential
nonprofits, non-state governmental entities, and small businesses. Xcel also estimated a three-year
budget of at least $0.5-1 million would be appropriate to support community outreach and customer
income-verification which could also support outreach to small businesses, nonprofits, and
government entities if rebate eligibility is not restricted to only residential customers. 4

The Company also stated it would be appropriate to consider future modifications and expansions of
the vehicle purchase rebate program in its next biennial Transportation Electrification Plan (TEP) on
June 1, 2023.

As for rebate levels, Xcel recommended that the Commission approve the rebate levels suggested by
the Department for income-qualified customers of $5,500 for new vehicles and $3,000 for used
vehicles. (CEGs proposed $5,000 for new vehicles and $3,000 for used vehicles.) In addition, for non-
residential customers, the Company recommended $2,500 rebates for new EVs and $1,250 for used
EVs, as initially proposed, but $5,500 for new vehicles and $3,000 for used vehicles for public entities.

3. Department Reply

The Department agrees with the CEGs recommendation to provide rebates for less-resourced groups
of small businesses, non-profits and non-state governmental entities. The Department notes that Xcel
supported the concept as well, but recommended higher rebates than the CEGs.

The Department is concerned with the CEGs recommendation that income qualified customers be
allowed to participate if they have no access to managed charging. One of the strongest components
of Xcel’s proposal was that all rebated EVs must be charged off peak. However, Xcel concluded:

We are open to exploring simple solutions that would exempt some
income-qualified customers from the managed charging requirement if
they do not have access to home charging, do not have the ability to charge
their vehicle on their existing Xcel Energy account, and/or believe that
charging off-peak would create a burden for them given household
preferences or work schedules.

14 Xcel Reply Comments, page 10.
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The Department is open to discussing simple solutions with Xcel and other parties.

However, the Department does not support allowing the non-residential, less resourced
customers to participate in the program if they have no access to managed charging.

Finally, the Department is concerned by Xcel’s suggestion that

4.

Department Recommendations

The Department recommends that the Commission:

a.)

b.)

Approve a S5 million point-of-sale income-qualified Equity Rebate program for

residential customers with the following components:

i. Arebate of $5,500 for new LDEVs and $3,000 for used LDEVs to be used for either
purchasing or leasing the vehicles.

ii. To determine whether a customer is income qualified, the Department recommends
that Xcel use multiple verifiable federal, state and utility eligibility standards.

Approve a S5 million non-residential LDEV rebate program for non-residential

nonprofits, non-state governmental entities, and small businesses with the following

rebates:

i. Rebates for non-profits and small business of $2,500 for new LDEVs and $1,250 for
used LDEVs, and

ii. Rebates for non-state governmental entities of $5,500 for new vehicles and $3,000
for used vehicles .

Require Xcel to submit a filing providing more detail and explanation for why $0.5-1

million would be reasonable to support community outreach and customer income-

verification which could also support outreach to small businesses, nonprofits, and

government entities if rebate eligibility is not restricted to only residential customers.

D. ELECTRIC BUS REBATES

1.

Initial Comments

The Department recommended an electric bus rebate budget of $30 million to cover:

a) The incremental cost ($810,000) of 30 electric 40-foot transit buses for Metro Transit;
b) $5.7 million to provide rebates to school districts to cover incremental costs of electric school
buses and infrastructure upgrades for charging.
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The CEGs recommended that the Commission:

Approve a $30 million bus EV rebate program, with $20 million to Metro Transit;
S5 million for other transit providers; and $5 million for school bus operators.

a) Rebate amounts should cover the incremental cost of an electric bus over
an equivalent fossil-fueled bus, including costs related to charging
infrastructure

b) Program should prioritize deployment of electric buses in BIPOC and low
income communities and those most burdened by transportation
pollution

c) Ensure that the base MSRP cap of $50,000 for light-duty vehicle rebates
is inclusive of vehicle classes up to and including 2b and indexed to
increase with inflation.

d) Create a stakeholder advisory group to provide feedback and oversight
on all EV rebate programs (i.e. both light-duty and buses) Stakeholder
advisory group should meet at a minimum twice per year.

The OAG-RUD recommended that if the Commission approved EV rebates, it should limit the rebates
for electric buses to $10 million.

2. Xcel Reply

Xcel agreed to the $30 million total rebates proposed by both the Department and CEGs. The
Company recommended that the approval not include annual budget caps and that the Commission
provide flexibility within the electric bus rebate total budget regarding whether the rebates are
granted to transit or school buses.

Xcel also stated:

Rather than wait for federal funding to be finalized, before determining
how utility spending should be allocated, we believe that the CEGs have it
right: Utility funding can serve immediate needs and future federal funding
can be used to supplement additional needs. To be clear, the federal
funding, when it arrives, will not be sufficient to address the needed
investment to electrify bus fleets.

3. Department Reply

The Department continues to support a budget of $30 million for electric bus rebates. The Department
had originally supported an annual budget cap of $10 to $15 million to limit rate shock. However,
given that Xcel has agreed to a total budget of $40 million for EV rebates, the Department concludes
that it may be more important to allow for Xcel to issue the rebates as the potential customers can use
them.
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Although the Department understands Xcel’s request that the Commission provide the Company
flexibility within the total budget and not require strict adherence to specific budgets for specific types
of buses, we are uncomfortable that Metro Transit would use up all the funds before other potential
recipients, such as schools, have a chance to act. As a compromise, the Department recommends that
Metro Transit be eligible for the incremental financing of 30 transit buses and if funds remain at the
end of year 2 of the program (presumably 2023) that Metro Transit would be eligible for those funds as
well.

Finally, the Department appreciates Xcel’s comments expressing its concern with the Commission
waiting for federal funding decisions and that utility funding can serve immediate needs. The
Department notes that at this point it is unclear both when the Commission will be able to consider
this docket and when more information concerning federal funding will be known. If federal funding
decisions are known before this docket is considered, the Commission should invite targeted
comments on how funding levels in conjunction with ratepayer dollars can best serve Xcel’s customers.

4. Department Recommendations

The Department recommends that the Commission approve an electric bus rebate budget of $30
million to cover:

a) The incremental cost ($810,000) of 30 electric 40-foot transit buses for Metro Transit ($24.3
million);

b) $5.7 million to provide rebates to school districts to cover incremental costs of electric
school buses and infrastructure upgrades for charging.

c) Atthe end of year 2 of the program, Metro Transit would be eligible for any unused funds
specified for non-Metro Transit entities.

E. PUBLIC CHARGING
1. Initial Comments

In its Initial Comments, the Department recommended that the Commission approve Xcel’s Public Fast
Charging Proposal, with the modification that at the conclusion of its pilot program, Xcel must make a
compliance filing that addresses divestment issues and identifies possible divestment.

ChargePoint recommended that the Commission modify the Public Fast Charging Stations proposal to
allow site hosts for its stations to choose the charging equipment and network service provider
deployed on the customer’s property. ChargePoint also recommended that site hosts should have the
ability to control pricing at the charging stations.
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2. Xcel Reply

In its Reply Comments the Company recommended saving the issue of divestiture as a discussion for a
later Transportation Electrification Plan and that the discussion may lead to the conclusion that an
expansion of utility-owned public charging stations is in the public interest.

3. Department Reply

The Department agrees with Xcel’s recommendation that a future Transportation Electrification Plan
(TEP) may be the best venue for discussing this issue. The Department concludes that additional utility
ownership may be reasonable. However, the Department believes that it is in the public interest to
consider the impacts of the Infrastructure Investment and Jobs Act (IlJA) if available before the
Commission makes a decision in this docket since public charging has been identified as a major
component.

With the goal of simplicity in mind, the Department agrees with Xcel that the Commission should reject
ChargePoint’s recommendation that site hosts be allowed to choose the charging equipment. The
Department strongly objects to ChargePoint’s recommendation that site hosts be given the ability to
control pricing at the stations.

4. Department Recommendations

The Department recommends that the Commission approve the Company’s Public Fast Charging
Proposal as proposed by the Company.

F. XCEL’S FLEET ELECTRIFICATION

1. Initial Comments
The Department recommended that the Company submit testimony in its next rate case to support the
project and also address the higher EV fleet vehicle capital costs, lower maintenance costs, and overall
net benefits to ratepayers.
ChargePoint and Greenlots supported Xcel’s proposal.

2. Xcel Reply Comments
Xcel stated that it would provide a discussion of its fleet electrication project in testimony in its next

rate case. Xcel also requested that the Commission make a ruling similar to one it made for other
Covid proposals “had the potential to be consistent with the Commission request for proposals for
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economic recovery and that the acceleration of the projects alone would not be the sole basis of future
recovery disapproval.”*®

3. Department Reply

The Department appreciates the Company’s willingness to discuss this issue in testimony in its next
rate case. The Department does not object to the Commission make a similar ruling in this case stating
that the proposed acceleration of Xcel’s fleet electrification has the potential to be consistent with the
Commission request for proposals for economic recovery and that the acceleration of the projects
alone would not be the sole basis of future recovery disapproval.

4. Department Recommendations

The Department recommends that the Commission require Xcel to submit testimony in its next rate
case to support the fleet electrification acceleration project also to address the higher EV fleet vehicle
capital costs, lower maintenance costs, and overall net benefits to ratepayers.

V. SUMMARY OF DEPARTMENT RECOMMENDATIONS
The Department recommends that the Commission approve:

1. A S5 million income-come qualified Equity Rebate program for residential customers with
the following components:
a) Arebate of $5,500 for new LDEVs and $3,000 for used LDEVs to be used for either
purchasing or leasing the vehicles.
b) To determine whether a customer is income qualified, the Department recommends
that Xcel use multiple verifiable federal, state and utility eligibility standards, such
as:

e Head Start;

e The Minnesota Family Investment Program (MFIP);

e Minnesota’s Temporary Assistance for Needy Families (TANF) program;

e Low-Income Heating Energy Assistance Program (LIHEAP);

e Low-Income Weatherization Assistance Program (WAP); and
Solar*Rewards Income Eligible.

15 Order Point 1 of the Commission’s March 12, 2021 ORDER DETERMINING THAT PROPOSALS HAVE THE POTENTIAL
TO BE CONSISTENT WITH COVID-19 ECONOMIC RECOVERY in Docket Nos. E,G999/CI-20-492 and E,G002/M-20-716.
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2. A S5 million LDEV rebate program for less-resourced non-residential customers (including
nonprofits, non-state governmental entities, and commercial entities like small business).
i. Rebates for non-profits and small business of $2,500 for new LDEVs and $1,250 for
used LDEVs, and
ii. Rebates for non-state governmental entities of $5,500 for new vehicles and $3,000
for used vehicles.

3. An electric bus rebate budget of $30 million to cover:
a.) The incremental cost ($810,000) of 30 electric 40-foot transit buses for Metro
Transit;
b.) $5.7 million to provide rebates to school districts to cover incremental costs of
electric school buses and infrastructure upgrades for charging.
c.) Atthe end of year 2 of the program, Metro Transit would be eligible for any unused
funds specified for non-Metro Transit entities.

4. Allow Xcel to incorporate an expense level in its upcoming five-year rate plan rate case and
using a tracker account. The tracker account would allow the Company and Commission to
track the Company’s actual rebate expenses and revenues recovered in rates via the rate
case. Unrecovered balances would earn the Company’s updated short-term cost of debt.
Additionally, any over recovery of costs would also earn the Company’s short-term cost of
debt. In its next rate case, Xcel should propose representative expenses for the EV rebates
and administrative costs as well as an annual tracker and a true-up mechanism.

5. The Public Fast Charging Proposal as proposed by the Company.

6. Require Xcel to submit testimony in its next rate case to support it fleet electrification
acceleration proposal and addresses the higher EV fleet vehicle capital costs, lower
maintenance costs, and overall net benefits to ratepayers.

In addition, the Department recommends that the Commission require Xcel to submit a filing providing
more detail and explanation for why $0.5-1 million would be reasonable to support community
outreach and customer income-verification which could also support outreach to small businesses,
nonprofits, and government entities if rebate eligibility is not restricted to only residential customers.

Finally, the Department recommends that the Commission request additional input from parties if the

fate of the Infrastructure Investment and Jobs Act or other federal legislation is known before the
Commission makes a decision on this docket.

JIA
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MN
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Amber

Lee

Amber.Lee@centerpointen
ergy.com

CenterPoint Energy

505 Nicollet Mall

Minneapolis,
MN
55402

Electronic Service
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Levenson Falk

annielf@cubminnesota.org

Citizens Utility Board of
Minnesota

332 Minnesota Street,
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MN
55101
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Ryan

Long

ryan.j.long@xcelenergy.co
m

Xcel Energy

414 Nicollet Mall
401 8th Floor
Minneapolis,
MN
55401

Electronic Service
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Susan

Ludwig

sludwig@mnpower.com

Minnesota Power

30 West Superior Street

Duluth,
MN
55802

Electronic Service

No
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Maini

kmaini@wi.rr.com

KM Energy Consulting,
LLC
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wi
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Energy CENTS Coalition
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Meloy

brian.meloy@stinson.com

STINSON LLP
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Minneapolis,
MN
55402

Electronic Service
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Joseph

Meyer

joseph.meyer@ag.state.mn
.us

Office of the Attorney
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Electronic Service

No
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Stacy

Miller

stacy.miller@minneapolism
n.gov
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55415
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Kevin

Miller

kevin.miller@chargepoint.c
om

ChargePoint, Inc.

254 E. Hacienda Avenue

Campbell,
California
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David

Moeller

dmoeller@allete.com

Minnesota Power
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MN
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com
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Andrew

Moratzka

andrew.moratzka@stoel.co
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Stoel Rives LLP

33 South Sixth St Ste 4200

Minneapolis,
MN
55402
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Mark

Nabong

mnabong@nrdc.org

Natural Resources Defense
Council

20 N. Wacker Drive #1600

Chicago,
IL
60606
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David

Niles

david.niles@avantenergy.c
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Minnesota Municipal Power
Agency
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Minneapolis,
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408 Saint Peter St Ste 350
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Interstate Power and Light
Company
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jipeterson@mnpower.com

Minnesota Power

30 West Superior Street

Duluth,
MN
55802
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Minnesota Power
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Electronic Service
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Laborers' District Council of
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Prazak

dprazak@otpco.com

Otter Tail Power Company
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Electronic Service
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No
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Residential Utilities Division

residential.utilities@ag.stat
e.mn.us

Office of the Attorney
General-RUD

1400 BRM Tower
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Electronic Service

Yes
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Kevin

Reuther

kreuther@mncenter.org

MN Center for
Environmental Advocacy
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Susan
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sromans@allete.com

Minnesota Power
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Richard

Savelkoul

rsavelkoul@martinsquires.c
om

Martin & Squires, P.A.

332 Minnesota Street Ste
W2750

St. Paul,
MN
55101

Electronic Service

No

OFF_SL_20-745_Official

Tim

Schaefer

thschaef@gmail.com

Environment MN

211 N 1st St Ste 480

Minneapolis,
MN
55401

Electronic Service
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Thomas

Scharff

thomas.scharff@versoco.c
om

Verso Corp

600 High Street

Wisconsin Rapids,
wi
54495

Electronic Service

No
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Larry L.

Schedin

Larry@LLSResources.com

LLS Resources, LLC

332 Minnesota St, Ste
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St. Paul,
MN
55101

Electronic Service

No
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Elizabeth

Schmiesing

eschmiesing@winthrop.co
m

Winthrop & Weinstine, P.A.

225 South Sixth Street
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Minneapolis,

MN
55402

Electronic Service
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Kevin

Schwain

Kevin.D.Schwain@xcelene
rgy.com

Xcel Energy
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MN
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Will

Seuffert

Will.Seuffert@state.mn.us

Public Utilities Commission
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55101
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Timothy

Sexton

Timothy.Sexton@state.mn.
us

Minnesota Department of
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Electronic Service
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Shaddix Elling

jshaddix@janetshaddix.co
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Shaddix And Associates
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Colleen Sipiorski Colleen.Sipiorski@wecener [ Minnesota Energy 700 North Adams St Electronic Service No OFF_SL_20-745_Official
gygroup.com Resources Corporation
Green Bay,
Wi
54307
Anne Smart anne.smart@chargepoint.c |ChargePoint, Inc. 254 E Hacienda Ave Electronic Service No OFF_SL_20-745_Official
om
Campbell,
CA
95008
Ken Smith ken.smith@districtenergy.c | District Energy St. Paul Inc. |76 W Kellogg Blvd Electronic Service No OFF_SL_20-745_Official
om
St. Paul,
MN
55102
Peggy Sorum peggy.sorum@centerpointe | CenterPoint Energy 505 Nicollet Mall Electronic Service No OFF_SL_20-745_Official
nergy.com
Minneapolis,
MN
55402
Jamez Staples jstaples@renewablenrgpart | Renewable Energy 3033 Excelsior Blvd S Electronic Service No OFF_SL_20-745_Official
ners.com Partners
Minneapolis,
MN
55416
Byron E. Starns byron.starns@stinson.com |STINSON LLP 50 S 6th St Ste 2600 Electronic Service No OFF_SL_20-745_Official
Minneapolis,
MN
55402
Richard Stasik richard.stasik@wecenergyg [ Minnesota Energy 231 West Michigan St - Electronic Service No OFF_SL_20-745_Official
roup.com Resources Corporation P321
(HOLDING)
Milwaukee,
Wi
53203
Kristin Stastny kstastny@taftlaw.com Taft Stettinius & Hollister 2200 IDS Center Electronic Service No OFF_SL_20-745_Official
LLP 80 South 8th St
Minneapolis,
MN
55402
Cary Stephenson cStephenson@otpco.com |Otter Tail Power Company |215 South Cascade Street |Electronic Service No OFF_SL_20-745_Official
Fergus Falls,
MN
56537
James M Strommen jstrommen@kennedy- Kennedy & Graven, 150 S 5th St Ste 700 Electronic Service No OFF_SL_20-745_Official
graven.com Chartered

Minneapolis,
MN
55402
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Eric

Swanson

eswanson@winthrop.com

Winthrop & Weinstine

225 S 6th St Ste 3500
Capella Tower
Minneapolis,
MN
554024629

Electronic Service

No

OFF_SL_20-745_Official

Lynnette

Sweet

Regulatory.records@xcele
nergy.com

Xcel Energy

414 Nicollet Mall FL 7

Minneapolis,
MN
554011993

Electronic Service

Yes

OFF_SL_20-745_Official

Dean

Taylor

dtaylor@pluginamerica.org

Plug In America

6380 Wilshire Blvd, Suite
1000

Los Angeles,
CA
90048

Electronic Service

No

OFF_SL_20-745_Official

Stuart

Tommerdahl

stommerdahl@otpco.com

Otter Tail Power Company

215 S Cascade St
PO Box 496
Fergus Falls,
MN
56537

Electronic Service

No
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Karen

Turnboom

karen.turnboom@versoco.c
om

Verso Corporation

100 Central Avenue

Duluth,
MN
55807

Electronic Service
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Thomas

Tynes

jjazynka@energyfreedomc
oalition.com

Energy Freedom Coalition
of America
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Washington,
DC
20001

Electronic Service
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Analeisha

Vang

avang@mnpower.com

Minnesota Power

30 W Superior St

Duluth,
MN
558022093

Electronic Service
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Lisa

Veith

lisa.veith@ci.stpaul.mn.us

City of St. Paul

400 City Hall and
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St. Paul,
MN
55102

Electronic Service

No
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Dwight

Wagenius

dwagenius@gmail.com

Minnesota Interfaith Power
& Light

4407 E Lake St

Minneapolis,
MN
55406

Electronic Service

No

OFF_SL_20-745_Official
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Francesca Wahl fwahl@tesla.com Tesla 3500 Deer Creek Rd Electronic Service No OFF_SL_20-745_Official
Palo Alto,
CA
94304
Darrell Washington darrell.washington@state. |DOT N/A Electronic Service No OFF_SL_20-745_Official
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Samantha Williams swilliams@nrdc.org Natural Resources Defense | 20 N. Wacker Drive Electronic Service No OFF_SL_20-745_Official
Council Ste 1600
Chicago,
IL
60606
Justin Wilson justin.wilson@chargepoint. |ChargePoint 240 East Hacienda Ave. Electronic Service No OFF_SL_20-745_Official
com
Campbell,
CA
95008
Joseph Windler jwindler@winthrop.com Winthrop & Weinstine 225 South Sixth Street, Electronic Service No OFF_SL_20-745_Official
Suite 3500
Minneapolis,
MN
55402
Patrick Zomer Pat.Zomer@lawmoss.com |Moss & Barnett a 150 S. 5th Street, #1200 Electronic Service No OFF_SL_20-745_Official
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Minneapolis,
MN
55402
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