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June 21, 2022
—Via Electronic Filing—

Mr. Will Seuffert

Executive Secretary

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

St. Paul, MN 55101

RE: REPLY COMMENTS
PETITION FOR APPROVAL OF A NATURAL GAS CONSERVATION IMPROVEMENT
PROGRAM ADJUSTMENT FACTOR
DockeT No. E002/M-22-160

Dear Mr. Seuffert:

Northern States Power Company, doing business as Xcel Energy, submits to the
Minnesota Public Utilities Commission these Reply Comments in the above
referenced Docket. In Comments, the Minnesota Department of Commerce, Division
of Energy Resources (“Department”) required the Company to provide: (1) An
updated 2021 tracker corrected for electric/gas CEE One Stop recording error; and
(2) Updated 2021 Natural Gas Shared Savings DSM calculations.

These details are provided in Attachment A to these Reply Comments. Based on
these changes, the Company recommends approval of our CIP Tracker as filed on
April 1, 2022. Based on the Commission’s approval, we will then move forward to
provide a compliance filing updating the 2022 CIP Tracker with both the appropriate
allocations between electric and natural gas, the approved incentive, and to-date actual

spending which will appropriately adjust the DSM Rider.

A.  Background

As noted in the Department’s June 8, 2022 Comments at page 3:
In its calculations Xcel noted that the Center for Energy and
Environment (CEE)’s One Stop Shop Natural Gas measures were

incorrectly recorded in the 2021 electric tracker and will be corrected
in the 2022 electric tracker.



The Company’s CEE One Stop recording error occurred in December 2021 when
371,421 spend, including both incentives and administration, for natural gas measures
from CEE’s One Stop program was added to the Electric CIP Tracker rather than the
Natural Gas CIP Tracker.

B. 2021 Tracker

The Company provides an updated 2021 CIP Tracker in Attachment A. This is a
hypothetical adjustment to the 2021 CIP Tracker to show what would have occurred
in absence of the error. Our accounting structure has closed for the 2021 period and
therefore an actual adjustment cannot be retroactively adjusted.’

C. Updated 2021 Electric Shared Savings DSM Calculations

Per the Department’s request, we have additionally updated our 2021 Natural Gas
Shared Savings Calculations as shown in Attachment A. By adjusting the actual
expenditures to reflect the addition of $71,421, the natural gas incentive has decreased
by $7,142 for a total of $5,013,004. We note a corresponding increase of $7,142 in our
2021 Electric Shared Savings Calculation. This incentive will be updated in our 2022
DSM Tracker in our future compliance filing.

D. Recommendation

The Company recommends approval of:
e our 2021 CIP Tracker account as filed on April 1, 2022;
e the updated incentive of $5,013,004; and
e 2022/2023 natural gas CIP Adjustment Factor of $0.031578 per therm, subject

to an updated compliance filing including an increase of $71,421 in July 2022,
updated incentive as approved, and to-date spending.

To maintain consistency between our accounting records and the CIP Tracker, we
recommend creating an adjustment between electric and natural gas within the 2022
CIP Tracker rather than retroactively addressing in 2021 which will create differing
numbers between tracker, our CIP Status Report, and accounting books. The

! The Company has discussed this matter with Department Staff and articulated its preference for approval of the
Trackers as filed in order to keep the year-end 2021 Tracker balances in alignment with the Company’s accounting

records. Staff indicated that they understood the Company’s preference and would make a recommendation
following review of the information provided in these Reply Comments.
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adjustment of $71,421 from the electric to natural gas will appear as an “other
adjustment.” Further, carrying charges will also be adjusted accordingly.

The Company will provide an updated CIP Factor, bill language, and DSM shared

savings calculations in our Compliance Filing upon approval of the Commission.

We have electronically filed this document with the Minnesota Public Utilities
Commission, and copies have been served to the parties on the attached service list.

Please contact Becky Billings at becky.j.billings@xcelenrgy.com or 612-702-1730 if
you have any questions regarding this filing.

Sincerely,
/s/

NICK MARK
MANAGER, PERFORMANCE AND STRATEGY, XCEL ENERGY

c: Service List


mailto:becky.j.billings@xcelenrgy.com

Northern States Power Company, a Minnesota Corporation

State of Minnesota - Gas Utility

DSM Cost Recovery and Incentive Mechanism
Tracker and Balance (§)

2021 Actuals (w/ CEE Other Adjustment)

Jan Ecb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Annual
EXPENSES Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
1 Balance (5,349,608) (6,079,895) (7412,611) (7,793,904) (7,204,005) (7,226,768) (6,255,311) (4,903,290) (4,142,941) (2,594,844) 2,530,404 1,456,350 (5,349,608)
1a Other Adjustments (55,471) - - - - - - - - - - 71,421
1b Adj. Beginning Balance (5,405,079) (6,079,895) (7,412,611) (7,793,904) (7,204,005) (7,226,768) (6,255,311) (4,903,290) (4,142,941) (2,594,844) 2,530,404 1,527,771
2 CIP Program Expenditures 1,925,398 1,377,147 1,341,993 1,751,860 688,414 1,444,097 1,769,272 1,211,376 2047214 1,732,422 1,481,239 1,985,018  18,755451
3 2020 Performance Incentive - - - - - - - - - 4,268,369 - - 4,268,369
4 Total Expenses (3,479,681) (4,702,748) (6,070,618) (6,042,044) (6,515,591) (5,782,671) (4,486,038) (3,691,914) (2,095,727) 3,405,946 4,011,643 3,512,789 17,690,162
(Line 1b + 2 + 3)
RECOVERY
5 CCRC Rate ($ / Dth) 0.0524 0.0524 0.0524 0.0524 0.0524 0.0524 0.0524 0.0524 0.0524 0.0524 0.0524 0.0524
6 CCRC Cost Recovery 632,068 658,512 418,167 281,577 171,789 113,885 100,660 109,034 121,048 213,723 397,362 588,873 3,806,698
7 CIP Adjustment Factor Rate (§/ Dth) 0.16276 0.16276 0.16276 0.16276 0.16276 0.16276 0.16276 0.16276 0.16276 0.16276 0.28472 0.28472
8 CIP Adjustment Factor Recovery 1,963,271 2,045,408 1,298,870 874,609 533,594 353740 312,661 338,672 375,989 663,848 2,159,099 3,199,693 14,119,454
9 Total Recovery (Line 6 + 8) 2,595,340 2,703,920 1,717,037 1,156,186 705,383 467,625 413,321 447,706 497,037 877,571 2,556,461 3,788,566 17,926,153
10 Rate Refund - - - = = - - : = - = - 0
11 Sub-Balance (Line 4 - 9 + 10) (6,075,021) (7,406,668) (7,787,656) (7,198,229) (7,220,974 (6,250,296) (4,899,359) (4,139,620) (2,592,764) 2,528,375 1,455,182 (275,777)
12 Accum Deferred Tax (Line 11 * 28.742%) (1,746,082) (2,128,825) (2,238,328) (2,068,915) (2,075,452) (1,796,460) (1,408,174) (1,189,809) (745,212) 726,706 418,249 (79,264)  (14,331,568)
13 Net Investment (Line 11 - 12) (4,328,938) (5,277,844) (5,549,328) (5,129,314) (5,145,522) (4,453,836) (3,491,185) (2,949,810) (1,847,552) 1,801,670 1,036,934 (196,513) (35,531,238)
14 Carrying Charge (a) (Line 13 * Carrying Charge Rate) (4,874 (5,943) (6,249) (5,776) (5,794) (5,015) (3,931) (3,321) (2,080) 2,029 1,168 (221) (40,008)
15 End of Month Balance (Line 11 + 14) (6,079,895) (7,412,611) (7,793,904) (7,204,005) (7,226,768) (6,255,311) (4,903,290) (4,142,941) (2,594,844) 2,530,404 1,456,350 (275,999)
Use these values beginning May 1, 2011:
G002/ GR-09-1153
Carrying Charge Rate =
{(1 +short term debt) to the 1/12 Power} -1
Short-Term Debt =
= {1 +0.0136} ~05-1
0.1126%
Carrying Charge Rate = 0.1126%




Northern States Power Company
a Minnesota corporation
Corrected 2021 Financial Incentive Calculations

Northern States Power Company, doing business as Xcel Energy, Per the Department’s request, has
updated the 2021 Electric and Natural Gas Shared Savings Calculations.

In accordance with the Minnesota PUC Orders dated January 27, 2010, August 5, 2016 and February
20, 2020 (Docket No. E,G999/CI-08-133), Xcel Energy respectfully submits these financial incentive
calculations. In 2021, the Company achieved electric energy savings of 743,837,488 kWh at the
generator at a cost of $109,504,882. As a result, we respectfully request approval of our CIP electric
financial incentive in the amount of $26,888,142.

CIP Electric Financial Incentive Calculation

According to Orders in Docket No. E,G999/CI-08-133, certain expenses and savings are excluded
from the incentive calculation, including regulatory assessments, electric utility infrastructure projects,
qualifying solar projects, and third party projects not selected for inclusion in the annual incentive
compliance filing. As first stated in our January 30, 2013 incentive compliance filing and continued
through the 2021-2022 filings, we elected to include the One Stop Shop program administered by the
Center for Energy and the Environment (CEE).' The indirect impact third party programs—
Enerchange, Energy Intelligence, Energy Smart, and Trillion Btu—are not included in the calculation
of the incentive. In addition, during the 2013 Legislature, a provision was added to MN Statute
216B.241, subdivision 7, which allows utilities to exclude the net benefits of low-income programs
from the calculation of net benefits for the incentive if the net benefits are negative.

Model Year Inputs
3-year Weather Normalized Sales Average (kWh) 27,807,301,870

Incentive Mechanism

Max Percent of Net Benefits Awarded 10.0%
Max Percent Expenditures Awarded (up to 2% achievement) 30.0%
Max Percent Expenditures Awarded (more than, equal to 2% achievement) 35.0%
Earnings Threshold 1.0%
Net Benefits Cap Achievement Level 1.7%
Increase in Net Benefits Awarded Per 0.1% Increase in Achievement Level 0.75%

Summary of 2021 Achievements

Actual Spending for Incentive? $106,408,756
Actual Energy Savings (kWh)’ 743,837,488
Net Benefits Achieved* $268,881,424

Docket No. E,G999/CI-08-133 and Docket No. E,G002/CI-10-81.

2 Portfolio Subtotal spend plus CEE One-Stop Shop spend. This number excludes $71,422 of spend that should
have been allocated to natural gas. The One-Stop natural gas spend will be corrected in the 2022 tracker See the
Alternative Filings & Assessments section for more information.

3 Portfolio Subtotal energy savings plus CEE One-Stop Shop energy savings.

*The net benefits are equal to the utility test net benefits shown on Electric CIP Total cost-benefit analysis plus the



utility test net benefits shown on the CEE One Stop Shop cost-benefit analysis, included in the Cost-Effectiveness
Section. Excludes any net costs from low-income programs that failed the Utility Test.



2021 Financial Incentive Mechanism

In order to calculate the CIP financial incentive, it is necessary to calculate the percent of net
benefits awarded. The following calculations and incentive table detail Xcel Energy’s financial
incentive.

Percent of Sales Achievement Level =

Actual Eneroy Savings (kWh) / 3-year Weather Normalized Sales Average (kWh) =

743,837,488 / 27,807,301,870

=2.67%

Percent of Net Benefits Awarded =

Max Percent of Net Benefits Awarded — Increase in Net Benefits Awarded Per 0.1% Increase in
Achievement Level x (Amount the % of Sales Achievement is below the Net Benefits Cap
Achievement) / 0.1% =

=10.0% - 0.75% x 0° / 0.1%

=10.0%

Expenditures Award Cap (for >=2.0%) achievement =

Max Percent Expenditures Awarded x Actual Spend for Incentive =

35% x $1006,408,756

= $37,243,065

Incentive Awarded =

Net Benefits Achieved x Percent of Net Benefits Awarded =

$268,881,424 x 10.0%

= $26,888,142

2021 Electric Incentive Request

Based on the above calculation, Xcel Energy respectfully requests approval of a CIP financial
incentive of $26,888,142 for its 2021 electric achievements.

5% of Sales Achievement is greater than Net Benefits Cap Achievement Level. Therefore, no adjustment is made to the
Percent of Net Benefits Awarded.



Northern States Power Company
a Minnesota corporation
Corrected 2021 Natural Gas Incentive Calculation

In accordance with the Minnesota PUC Orders dated January 27, 2010, August 5, 2016 and February
20, 2020 (Docket No. E,G999/CI-08-133), Xcel Energy respectfully submits these financial incentive
calculations.

In 2021, Xcel Energy achieved energy savings of 1,170,229 Dth at a cost of $18,699,980. As a result,
we respectfully request approval of our financial incentive in the amount of $5,013,004.

According to Orders in Docket No. E,G999/CI-08-133, certain expenses and savings are excluded
from the natural gas incentive calculation, including regulatory assessments and third party projects not
selected for inclusion in the annual incentive compliance filing. As stated in our January 30, 2013
incentive compliance filing and maintained through our 2021-2023 filing, we elected to include the One
Stop Shop program administered by the Center for Energy and the Environment (CEE).° The indirect
impact third party programs—Enerchange, Energy Intelligence, Energy Smart, and Trillion Btu—are
not included in the calculation of the incentive.’

Model Year Inputs
3-yr Weather Normalized Sales Average (Dth) 76,465,185

Incentive Mechanism

Max Percent of Net Benefits Awarded 10.0%
Max Percent Expenditures Awarded (up to 1.2% achievement) 30.0%
Max Percent Expenditures Awarded (more than, equal to 1.2% achievement) 35.0%
Earnings Threshold 0.7%
Net Benefits Cap Achievement Level 1.2%
Increase in Net Benefits Awarded Per 0.1% Increase in Achievement Level 0.75%

Summary of 2021 Achievements

Actual Spending for Incentive® $18,219,857
Actual Energy Savings (Dth) 1,170,229
Net Benefits Achieved’ $ 5,013,004

6 Docket No. E,G999/CI-08-133 and Docket No. E,G002/CI-10-81.

7Docket No. E,G999/CI-08-133 and Docket No. G002/M-16-108.

8This does include spending through the CEE One-Stop Shop on natural gas measures that was incorrectly recorded in
2021. The One-Stop natural gas spend will be corrected in the 2022 tracker.

9 The net benefits are equal to the utility test net benefits shown on the Total Gas CIP with Indirect Participants
BENCOST sheet included in the Cost-Effectiveness section. Excludes any net costs from low-income programs that
failed the Utility Test.



2021 Financial Incentive Mechanism

In order to calculate the financial incentive achieved, it is necessary to calculate the percent of net
benefits awarded. The following calculations and incentive table detail Xcel Energy’s financial
incentive.

Percent of Sales Achievement Level =

Actual Energy Savings (Dth) / 3-vear Weather Normalized Sales Average (Dth) =

1,170,229 / 76,465,185
=1.53%
Percent of Net Benefits Awarded =
Max Percent of Net Benefits Awarded — Increase in Net Benefits Awarded Per 0.1% Increase in
Achievement Level x (% of Sales Achievement Level less than Net Benefits Cap Achievement
Level) / 0.1% =
10.0% - 0.75% x 0"/ 0.1% =
=10%
Expenditures Award Cap (for >=1.2%) achievement =
Max Percent Expenditures Awarded x Actual Spend for Incentive =
35% x $18,219,857
= $6,376,950
Incentive Awarded =
Net Benefits Achieved x Percent of Net Benefits Awarded =
$50,130,042 x 10%
= $5,013,004
2021 Natural Gas Incentive Request

Based on the above calculation, Xcel Energy respectfully requests approval of a CIP financial
incentive of $5,013,0014 for its 2021 natural gas achievements.

10Percent of Sales Achievement is greater than Net Benefits Cap Achievement Level. Therefore, no adjustment is made
to the Percent of Net Benefits Awarded.



CERTIFICATE OF SERVICE

I, Christine Schwartz , hereby certify that I have this day served copies of the
toregoing document on the attached list of persons.

xx by depositing a true and correct copy thereof, propetly enveloped
with postage paid in the United States mail at Minneapolis,
Minnesota; or

xx by electronic filing.

Docket No.: 22-160

Dated this 21* day of June 2022.

/s/

Christine Schwartz
Regulatory Administrator
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