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November 15, 2021 Notice of Comment Period on Xcel Energy’s 2021 Integrated Distribution Plan and
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Comments of the Minnesota Department of Commerce
Division of Energy Resources

Docket No. E002/M-21-694

1. INTRODUCTION AND BACKGROUND
A. OVERVIEW

On November 1, 2021, Northern States Power Company d/b/a Xcel Energy (Xcel, or the Company) filed
its 2021 Integrated Distribution Plan (2021 IDP)?! as required by the Minnesota Public Utilities
Commission’s (Commission) in its July 23, 2020 Order in Docket No. E002/M-19-666 (the 2020 Order).?

On November 15, 2021, the Commission issued a Notice of Comment Period on Xcel Energy’s 2021
Integrated Distribution Plan and Request for Certification of Distributed Intelligence and the Resilient
Minneapolis Project (Notice). The Commission’s Notice seeks comments on two primary issues related
to Xcel’s 2021 IDP and its Requests for Certification, which are as follows:

1. Should the Commission accept or reject Xcel Energy’s 2021 Integrated
Distribution Plan (IDP)?

2. Should the Commission approve, modify, or deny certification of
Distributed Intelligence and the Resilient Minneapolis Project?

The Commission’s Notice also identifies twelve topics open for comment, which are as follows:

2021 Xcel Integrated Distribution Plan (IDP)

1. Should the Commission accept or reject Xcel Energy’s Integrated
Distribution Plan (IDP)?

2. Does the IDP filed by Xcel Energy achieve the planning objectives
outlined in the filing requirements as amended by the Commission’s
November 2, 2019 Order? [footnote omitted]

! Xcel Energy’s Integrated Distribution Plan, 2022 — 2031, Docket No. E002/M-21-694. November 1, 2021. Accessed at
(PUBLIC):
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={2018DC7C-
0000-C41B-992F-7ED95D99A9EE}&documentTitle=202111-179347-01.

2 In the Matter of Xcel Energy’s Integrated Distribution Plan and Advanced Grid Intelligence and Security Certification
Request, Docket No. E002/M-19-666 (2019 IDP). ORDER ACCEPTING INTEGRATED DISTRIBUTION PLAN, MODIFYING
REPORTING REQUIREMENTS AND CERTIFYING CERTAIN GRID MODERNIZATION PROJECTS. Order Point No. 2. July 23, 2020.
Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={FOOE7D73-
0000-CD15-B6EO-EA73FOACO037E}&documentTitle=20207-165209-01.



https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b2018DC7C-0000-C41B-992F-7ED95D99A9EE%7d&documentTitle=202111-179347-01
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b2018DC7C-0000-C41B-992F-7ED95D99A9EE%7d&documentTitle=202111-179347-01
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7bF00E7D73-0000-CD15-B6E0-EA73F0AC037E%7d&documentTitle=20207-165209-01
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Docket No. E002/M-21-694
Analysts assigned: Matthew Landi and Christopher Watkins
Page 2

3. What IDP filing requirements provide the most value to the process,
and why?

4. Are there filing requirements that are not information and/or should
be deleted or modified, and why?

5. Are there other issues or concerns related to this matter?

Distributed Intelligence (DI) Certification Request

6. Should the Commission approve, modify, or deny certification of
Distributed Intelligence (DI), including the following use cases?
[footnote omitted]

a. Home Area Network (HAN) d. Secondary Equipment Assurance
b. Energy Analysis e. Meter Bypass Theft Detection
c. Electric Vehicle Detection f. Connectivity

7. What, if anything, should the Commission set as conditions or clarify if
granting certification of the DI and the six initial use cases?

8. What should the Commission consider or address related to realizing
benefits of each of the investments in the Company’s DI and the six
initial use cases for ratepayers?

9. How should the Commission consider customer data privacy and value,
including third party vendor access to data obtained through the
customer facing DI applications?

10. Are there any other issues or concerns related to this matter?

Resilient Minneapolis Project Certification Request

11. Should the Commission approve, modify, or deny certification of the
Resilient Minneapolis Project?
12. Are there any other issues or concerns related to this matter?

B. XCEL’S 2021 IDP

Xcel’s IDP is required to be filed biennially and to be responsive to the Commission’s IDP Planning
Objectives, consisting of information required by the Commission’s IDP Filing Requirements.®> The IDP
is intended to build upon Commission, stakeholder, and customer understanding of the Company’s
distribution system planning in two key areas: (1) development of a framework for ongoing distribution

3 The Department’s review of each utility’s 2019 IDP proceedings found that the only comprehensive list of IDP filing
requirements that reflect modifications made by the Commission’s Orders related to utilities’ 2019 IDPs is found in the
Commission’s December 4, 2020 Notice of Stakeholder Meeting, which was filed in each utility’s 2019 IDP proceeding. See
Attachment 5 of the December 4, 2020 Notice of Stakeholder Meeting for red-line version of Xcel’s IDP Filing Requirements
(IDP Filing Requirements). Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={50352E76-
0000-C27D-8DB5-05C019CDB398}&documentTitle=202012-168786-04.



https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b50352E76-0000-C27D-8DB5-05C019CDB398%7d&documentTitle=202012-168786-04
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b50352E76-0000-C27D-8DB5-05C019CDB398%7d&documentTitle=202012-168786-04

Docket No. E002/M-21-694
Analysts assigned: Matthew Landi and Christopher Watkins
Page 3

system planning and related analyses (such as DER forecasts); and (2) grid modernization
implementation plans and analyses. At a high level, the Xcel’s 2021 IDP provides an overview of its
distribution system, planning and operational strategy, and how the Company plans the system to
meet customers’ current and future needs.

The Commission’s IDP Filing Requirements require utilities to provide information and analyses related
to internal distribution system planning processes, historical actual and budgeted capital expenditures,
present and forecasted levels of distributed energy resources (DER), forecasted levels of energy
demand, hosting capacity data (and for Xcel, information related to its ongoing hosting capacity
analysis), and non-wires alternatives (NWA) analysis. Utilities are also required to discuss how their
IDPs fulfill the Commission’s IDP Planning Objectives.

Xcel provided a Compliance Matrix in Attachment B of its 2021 IDP, which includes a list of statutory
and Commission-ordered requirements for Xcel’s 2021 IDP.* The Commission’s 2020 Order also
required the Company to file an annual update of baseline financial data and non-wires alternatives
analysis (Compliance Filing).>® The Department’s Initial Comments on Xcel’s 2019 IDP viewed annual
updates of financial and NWA analysis as helpful in understanding how ratepayer funds are spent on
the distribution system and due to the potential of NWA analysis to defer utility investments in
traditional capital assets.”

Xcel’s 2019 IDP projected total distribution spending of approximately $2.3 billion between 2019 and
2024. Xcel’s Compliance Filing projected total distribution system spending of approximately $2.5
billion between 2020 and 2025.8 Xcel’s 2021 IDP increased that projection to over $3 billion between
2021 and 2026.

The table below provides a high-level overview of the projected spending levels Xcel provided in its
2019 IDP, Compliance Filing, and in its 2021 IDP, organized by the IDP Budget Categories required by
IDP Filing Requirements 3.A.29. IDP Filing Requirement 3.A.29 requires Xcel to provide information on
“Ipllanned distribution capital projects, including drivers for the project, timeline for improvement,
summary of anticipated changes in historic spending”® and contain eight IDP Budget Categories, which
are listed in the table below.

42021 IDP, Attachment B. Accessed at (PUBLIC):
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={2018DC7C-
0000-C132-ACD2-DD340813DFFC}&documentTitle=202111-179347-02.

5 Commission’s 2020 Order, Order Point No. 3.

6 Xcel Compliance, Annual Update (Compliance Filing). Docket No. E002/M-19-666. October 30, 2020. Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={00477B75-
0000-CC1A-B39B-8B4C2A720F67}&documentTitle=202010-167865-01.

7 Department’s Initial Comments, at 14. Docket No. E002/M-19-666. March 17, 2020. Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={5040EA70-
0000-CA19-AFF2-ACEAD6D0OD77C}&documentTitle=20203-161327-01.

8 Xcel Compliance Filing, at 5.

% IDP Filing Requirement 3.A.29.



https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b2018DC7C-0000-C132-ACD2-DD340813DFFC%7d&documentTitle=202111-179347-02
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https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b5040EA70-0000-CA19-AFF2-ACEAD6D0D77C%7d&documentTitle=20203-161327-01

Docket No. E002/M-21-694
Analysts assigned: Matthew Landi and Christopher Watkins
Page 4

Table 1. Comparison of Xcel Distribution System Spending Projections:
2019 IDP, Compliance Filing, and 2021 IDP

019 IDP ompliance g 0 DP
019 024 020 - 20 0 026

D [T - Spending Spending A Spending A
et REEEe (Millions) (Millions) (Millions)
Age-Related Repl t
ge-Related fieplacement| 47820 | $ 804.30 | $ 326.10 | $ 971.40 | $ 167.10
and Asset Renewal
N Cust Project d
ew tustomer Frojects and | 227.70| $ 222.00 | $ (5.70)| $ 237.40 | $ 15.40
New Revenue
Syst E. j U d
ystem Expansion or Upgrades for| 207.10 | $ 286.50 | $ 79.40 | $ 273.70 | $ (12.80)
Capacity
Projects Related to Local (or other) S 176.30 | ¢ 217.80 | ¢ 4150 | $ 21010 | ¢ (7.70)
Government Requirements ) ) ) ) )
Syst E j U di
ystem Expansion or Upgrades for | 508.00 | $ 25750 | $ (250.50)| $ 239.20 | $ (18.30)
Reliability and Power Quality
Other| S 218.301| S 276.50 | $ 58.20 | S 286.60 | $ 10.10
Metering | $ 24601( S 37.10 | S 1250 | S 21.80 | S (15.30)
Grid Modernization and Pilot Programs| S 444601 S 416.20 | S (28.40)| S 763.30 | $ 347.10
otal Spending|li 2,284.80| S 2,517.90 S 233.10|] $ 3,003.50 S 485.60

For each IDP Budget Category and overall, this table calculates the difference in projected spending
between the 2019 IDP and the Compliance Filing, and the difference in spending between the
Compliance Filing and the 2021 IDP.

These filings were made a year apart from one another (November 1, 2019, October 30, 2020, and
November 1, 2021), and overall distribution system spending projections increased from
approximately $2.3 billion to over S3 billion over that time period. The IDP Budget Categories of “Age-
Related Replacement and Asset Renewal” and “Grid Modernization and Pilot Programs” are the main
drivers of the spending increase: accounting for projected increases of $167.10 million and $347.10
million each. There is a notable decrease in projected spending for the IDP Budget Category “System
Expansion or Upgrades for Reliability and Power Quality,” accounting for a total decrease in projected
spending of $268.80 million

While this table shows increases in projected spending in each subsequent filing, it is important to note
that this isn’t an apples-to-apples comparison given the periods analyzed in each filing (e.g., the 2019
IDP period covers years 2019 through 2024, whereas the 2021 IDP period covers years 2021 through
2026).

In order to obtain a better apples-to-apples comparison between each filing, the Department reviewed
the annual spending projections provided in each filing and was able to compare projected spending
between the 2021 through 2024 period. Table 2 below provides such a comparison.
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Table 2. Comparison of Xcel’s Distribution System Spending Projections for the 2021 — 2024 Period:
2019 IDP, Compliance Filing, and 2021 IDP

019 IDP ompliance g 0 DP
0 024 0 024 0 024

" » Spending Spending A Spending A
o S (Millions) (Millions) (Millions)
Age-Related Repl t
ge-nelatea Replacement | o 31850 | $ 557.40 | $ 238.90 | $ 596.20 | $ 38.80
and Asset Renewal
New Cust Project. dN
ew tustomer Frojects ana New | 157.40 | $ 146.50 | $ (10.90)| $ 155.00 | $ 8.50
Revenue
Syst E. j U di
ystem Expansion or Upgrades for | 143.20 $ 185.70 | $ 4250 | $ 163.20 | $ (22.50)
Capacity
Projects Related to Local (or other) $ 11610 ¢ 186.10 | $ 70,00 | $ 129.50 | $ (56.60)
Government Requirements ’ ’ ’ ’ ’
System Expansion or Upgrades for
466.60 181.90 284.70 157.80 24.10
Reliability and Power Quality 2 ? 2 ( & 2 ( )
Other| S 153.40| S 191.80 | S 38.40 | S 201.80 | $ 10.00
Metering | $ 12.40( S 24.00 | S 11.60 | S 18.10 | $ (5.90)
Grid Modernization and Pilot Programs| S 420.10( $ 363.70 | $§ (56.40)| S 586.60 | $ 222.90
otal Spending i) 1,787.70 $ 1,837.10 S 49.40| $ 2,008.20 S 171.10

This table calculates the difference in spending reported in each filing for each IDP Budget Category
and overall compared to the 2019 IDP for the 2021 through 2024 period. Overall, Xcel’s projected
distribution system spending increased in each subsequent filing compared to the 2019 IDP: by almost
S50 million between the 2019 IDP and Xcel’s Compliance Filing, and by over $170 million between
Xcel’s Compliance Filing and its 2021 IDP.

There are also notable differences in spending in certain IDP Budget Categories: in comparing the 2021
IDP to the 2019 IDP, Xcel reports a reduction in spending in the “System Expansion or Upgrades for
Reliability and Power Quality” IDP Budget Category of approximately $308.80 million in the 2021
through 2024 period. Generally, the overall trend is an increase in projected distribution system
spending driven largely by increased spending in the “Age-Related Replacement and Asset Renewal”
and “Grid Modernization and Pilot Programs” IDP Budget Categories, which, in comparing the 2021 IDP
to the 2019 IDP, account for increases of $160.70 million and $166.50 million in the 2021 through the
2024 period.
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Finally, the Department reviewed the 2021 IDP’s provision of information related to Xcel’s historical
actual distribution system spending from the 2016 to 2020 period, and compared that spending to
Xcel’s projected distribution system spending from the 2021 to 2016 period. This high-level overview
of financial data in Xcel’s 2021 IDP is summarized in the table below.

Table 3. Comparison of Distribution System Spending Reported in Xcel’s 2021 IDP,
Historical Actual (2016 — 2020) vs. Budgeted (2021 - 2026)

Spendin % o, Spendin % o,
DP Budget Catego p” . f p” . f (Millions) %
(Millions) Total Spend (Millions) Total Spend
Age-Related Replacement
g P $ 389.90 34.70%)| $ 971.40 32.30%| $ 581.50 149.14%
and Asset Renewal
New Customer Projects and
ew tustomer Frojects andy 153.50 13.70%| $ 237.40 7.90%| $ 83.90 54.66%
New Revenue
System Expansion or Upgrad.
ystem Expansion or Upgrades for | ¢ 119.00 10.60%| $ 273.70 9.10%| $ 154.70 130.00%
Capacity
Projects Related to Local (or other) | ¢ 147.50 13.10%| $ 210.10 7.00%| $ 62.60 42.44%
Government Requirements
System Expansion or Upgrad.
ystem Expansion or Upgrades for | ¢ 116.80 10.40%| $ 239.20 8.00%| $ 122.40 104.79%
Reliability and Power Quality
other| $ 164.00 14.60%| $ 286.60 9.50%| $ 122.60 74.76%
Metering| $ 32.30 2.90%| $ 21.80 0.70%| $ (10.50) 32.51%
Grid Modernization and Pilot
ria Viodernization and Fiot| 0.40 0.00%| $ 763.30 25.40%| $ 762.90 | 190725.00%
Programs
otal Spending|BCINE R PEYN) $  3,003.50 $  1,880.10 167.36%

Xcel’s total budgeted distribution system spending is projected to total over $3 billion for the 2021
through 2026 period compared to the historical actual distribution system spending of $1.123 billion
for the 2016 through 2020 period. Xcel has budgeted an increase in spending for every IDP Budget
Category except for Metering. The total increase is largely attributable to two IDP Budget Categories:
Age-Related Replacement and Asset Renewal, and Grid Modernization and Pilot Programs; together,

they account for $1.344 billion of the $1.880 total increase in distribution system spending.

Another important aspect of Xcel’s 2021 IDP is its proposed methodological change in its Non-Wires
Alternatives (NWA) analysis. Xcel’s Compliance Filing presaged some of these changes,'® and Xcel
presented its proposed NWA approach to stakeholders in its September 23, 2021 IDP Stakeholder
Meeting.'* A summary of the changes it proposed to NWA is provided on page 42 of Attachment A of

10 Compliance Filing, at 20 and 22. Xcel discussed that a long-term approach to identify candidate projects will involve more
than a financial threshold, the Advanced Planning Tool (APT)/LoadSEER will help in the development of forecasted load
curves, and that it was working with EPRI to build a tool capable of evaluating different alternatives in a model-based

format (noting that it was years away).

112021 IDP Stakeholder Presentation, dated September 23, 2021. Presentation accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={80C3137C-
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the September 23, 2021 IDP Stakeholder Meeting Presentation. Xcel’s 2021 IDP provides a more
detailed discussion of these changes and its proposed approach to NWA analysis in Appendix F.1?

C. XCEL’S REQUEST FOR CERTIFICATION OF THE DISTRIBUTED INTELLIGENCE PROJECT AND THE
RESILIENT MINNEAPOLIS PROJECT

Also included in the 2021 IDP is the Company’s certification request for the Distributed Intelligence (DI)
project and the Resilient Minneapolis Project (RMP). The DI project consists of $18,044,787 in capital
expenditures in 2021 and 2022, and $33,382,808 in operation and maintenance (O&M) costs between
2021 and 202613; and the RMP consists of $8,938,878 in capital expenditures in 2022 and 2023 and
$62,043 in annual O&M costs over a ten-year period, with a total NPV project cost of $9,387,831.%

The Company indicated that its DI project seeks to leverage the DI technology that the Company’s
Advanced Metering Infrastructure (AMI) meters are equipped with, and consists of six distinct uses
case, half of which are customer-facing (Home Area Network (HAN) Connectivity, Energy Analysis, and
Electric Vehicle Detection) and the other half are grid-facing (Secondary Equipment Assurance, Meter
Bypass Theft Detection, and Connectivity).*®

The RMP seeks to improve community level resilience at three locations in Minneapolis: the North
Minneapolis Community Resiliency Hub, Sabathani Community Center, and the Minneapolis American
Indian Center.'® The Company stated that it would work with partners to install rooftop solar, battery
energy storage systems (BESS), microgrid controls, and necessary distribution system modifications to
integrate these technologies at each of the sites.’

As explained by the Commission’s 2020 Order, certification “permit[s] Xcel to request rider recovery in
the future, which the Commission may approve or deny based on the facts available at that time.” 18
The Department’s February 9, 2022 Letter (Department’s Letter) provides an overview of the
Certification Request Process, one of the Grid Modernization Pathways available to utilities in
Minnesota:®

0000-C318-A916-0E1D423E41F6}&documentTitle=20219-178196-01. Recording available at:
https://youtu.be/pxXeNogaiMc.

122021 IDP, Appendix F, Section VI.B.

132021 IDP, at 29 — 30.

142021 IDP, at 37 - 38.

152021 IDP, at 23 - 28.

162021 IDP, at 32.

7.

18 Commission’s 2020 Order, Order Point No. 11.

% In the Matter of Northern States Power Company d/b/a Xcel Energy’s Petition for Approval of the Transmission Cost
Recovery Rider Revenue Requirements for 2021 and 2022, Tracker True-up and Revised Adjustment Factors, Docket No.
E002/M-21-814. Department’s Letter, at 4. February 9, 2022. The Department’s Letter was also cross-filed in the instant
proceeding. Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={DO9BEQ7E-
0000-CF35-A4E2-65022155DC31}&documentTitle=20222-182633-02.
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1. Path 1: together, the Certification Request Process [footnote omitted];
a. Path 1a: Pursuant to the Grid Modernization Statute [Minn.
Stat. §216B.2425], a utility operating under a Multi-Year Rate
Plan can request certification of grid modernization project and
the Commission is required to certify, certify as modified, or
deny certification of proposed grid modernization project(s);
b. Path 1b: Pursuant to Minn. Stat. §216B.16, subd. 7b(b)(5), if a
grid modernization project is certified or certified as modified,
then that utility is authorized to request cost recovery in the
Transmission Cost Recovery (TCR) Rider proceeding.

Xcel’s Certification Request is currently undergoing the regulatory process explained in Path 1a of the
Grid Modernization Pathways.

D. THE GUIDANCE DOCMENT AND THE PRELIMINARY REPORT FROM SYNAPSE ENERGY
ECONOMICS, INC.

As explained in the Department’s Letter, the Department retained Synapse Energy Economics, Inc.
(Synapse) in response to the Commission’s September 27, 2019 Order in Docket No. E002/M-17-797
requesting that the Department secure specialized technical professional investigative services to
investigate the potential costs and benefits of grid modernization investments proposed by Xcel in its
next rate case or Transmission Cost Recovery filing and to assist the Department in providing
recommendations to the Commission regarding any such investments.

Through this engagement and in service of the Commission’s request, Synapse developed a document,
attached to the Department’s Letter, titled Review and Assessment of Grid Modernization Plans:
Guidance for Regulatory, Utilities, and Other Stakeholders (Guidance Document). The Guidance
Document was developed to support the analysis of grid modernization investments in Minnesota.

The Department also retained Synapse to evaluate Xcel’s request to certify the DI project and the RMP.
Synapse is developing a report that will offer final recommendations regarding whether the
Commission should certify, certify as modified, or decline certification of the DI project and the RMP.

Attached to the Department’s Initial Comments is a preliminary report from Synapse with its analysis
to date, which provides an overview of Synapse’s analytical approach: it explains the role of the
Guidance Document in reviewing Xcel’s certification requests, recommends a standard for certification
for the Commission to consider, and specifically assesses the completeness of Xcel’s filing measured up
against statutory and procedural requirements as well as the Guidance Document’s recommended
filing requirements.

The Department and Synapse will provide final recommendations on whether the Commission should
certify, certify as modified, or decline certification in Party Reply comments.
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1. DEPARTMENT ANALYSIS

The Department’s analysis responds to the IDP-related topics of the Commission’s Notice. First, the
Department provides additional insight regarding the Guidance Document and the Department’s
analytical framework and methodology that will be applied to utility IDPs and grid modernization plans
and proposed investment.

A. THE DEPARTMENT’S ANALYTICAL FRAMEWORK AND METHODOLOGY

The Department aims to apply a consistent and methodical approach to analyzing biennial IDPs from
Xcel Energy (and other regulated utilities) with the goal of providing timely and useful advice to the
Commission to ensure a) completeness of submitted IDPs in meeting IDP Filing Requirements and
Commission-ordered modifications, b) consistency in planning scenarios and horizons, economic
evaluation techniques, and forecasting methodology across system resource and transmission planning
dockets, and c) utility IDPs continue to provide the conceptual foundation and context for short- and
long-term grid modernization investment while eliminating information asymmetries between utilities
and regulators.

As noted in the Guidance Document the emergence of new technologies on the distribution grid has
introduced new complexities and opportunities in how utilities plan and operate the electricity grid
across multiple scales. Increased interdependencies between technologies and applications requires
that regulators understand the implications of the incremental investments by utilities in the
distribution system across the scale of the grid as a whole. This necessitates the provision of a detailed
and consistently applied benefit-cost analysis (BCA) framework to ensure that any and all distribution
and grid modernization investments can be clearly justified as responding to first principles defined by
state policy and customer expectations, and the selected use case can be proven to be the most
efficient use of utility and ratepayer funds relative to other proposed and similarly analyzed investment
scenarios. If these conceptual linkages throughout a project’s development are not first clearly defined
in proposals, the Commission runs the risk of approving superfluous or wasteful spending or allowing
for cost recovery that does not accurately capture the true range of benefits and costs to ratepayers.

The Guidance Document is intended to help the Commission, stakeholders, and utilities thoughtfully
and comprehensively approach investments made to modernize utility distribution systems so that the
true range of benefits and costs to ratepayers associated with such investments are sufficiently
understood and evaluated. Section 3 of the Guidance Document details Initial Filing Requirements that
are intended for all Minnesota utilities that submit proposals for grid modernization investment plans.
These requirements address the information that should be provided with these plans, including
necessary detail on economic evaluation methods and results to support proposed investments, and
are consistent with previous Commission Orders.
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The Department will evaluate utility grid modernization proposals using the initial filing requirements
detailed in Section 3 of the Guidance Document. For the instant proceeding, Synapse is conducting
analysis of the DI project and RMP with regards to whether Xcel provided information consistent with
Section 3 of the Guidance Document.

Attached to these comments is Synapse’s preliminary report regarding its findings (Department
Attachment 1).292! Synapse’s report addresses the merits of the proposals, but its assessment is
challenged by informational gaps. Synapse will provide final recommendations in Party Reply
comments after Xcel furnishes additional information in Utility Reply comments.

An important aspect of the Guidance Document is Section 4, which details Ongoing Reporting
Requirements. As explained in the Department’s Letter, the Guidance Document is intended in part to
complement and incorporate the recommendations of the Department’s report called Methods for
Performance Evaluations, Metrics, and Consumer Protections for AMI and FAN (December 2020
Report), filed in Docket Nos. E002/M-19-666 and E999/DI-20-627.%2

Section 4 of the Guidance Document is the manifestation of this intent, as the Department’s December
2020 Report is intended to prescribe methods for evaluating performance of a grid modernization
investment, establish metrics that can be used in cost recovery assessments, and establish consumer
protection at the outset of a utility grid modernization proposal. Similarly, Section 4 of the Guidance
Document (Ongoing Reporting Requirements) is intended to hold utilities accountable to the costs they
anticipate incurring in pursuing a grid modernization proposal, as well as the realization of the benefits
that a utility claims a grid modernization proposal will provide over the life of the grid modernization
project.

For the instant proceeding, Synapse is conducting analysis of the DI project and RMP with regards to
whether Xcel proposed ongoing reporting requirements and metrics for performance evaluation.

The Department is appreciative of the hard work and dedication shown by Xcel in maintaining and
improving the reliability, resiliency, and safety of their distribution grid in Minnesota and the potential
this provides for implementing further grid modernization initiatives. The requisite investments made
by the Company to maintain this system have historically been approved and made under an implicit

20 |In response to several of the information requests, Xcel provided multiple trade secret files and data. The Department’s
Initial Comments has twenty attachments and has to be submitted in 14 parts due to the file size limitation (10 MB) of the
eFiling system. Appendix A to these comments contains a list of Department trade secret attachments, which includes the
files and data provided by Xcel as accessible files within the PDF document. Appendix B to these comments provides an
overview of the Department’s submissions and a description of what information is included in each submission.

21 The Department notes that the file size of Attachment A of Xcel’s response to DOC IR 35 is too large (>40 MB) to submit
to the eFiling system. Please contact the Department and/or Xcel if there are any questions about this information.

22 Minnesota Department of Commerce. Methods for Performance Evaluations, Metrics, and Consumer Protections for AMI
and FAN. Department of Commerce Report to the Public Utilities Commission. Filed in Minnesota Public Utilities
Commission. Docket. No. E-002/M-19-666 and E-999/DI-20-627. December 1, 2020. Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={40EQ1F76-
0000-C232-AC19-DODBF3B76F62}&documentTitle=202012-168688-02.
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trust that that this spending was the most efficient and appropriate use of ratepayer funds and in
calling for increased scrutiny into distribution system spending the Department is not implying that this
trust has been misplace or abused, but rather the increased complexity and interoperability of
components in the modern distribution system requires coincident increased scrutiny and detail of
analysis to ensure efficient resource allocation and ratepayer protection.

Therefore, the Department affirms the following from the February 9, 2022 Letter:?3

It is the Department’s intention to evaluate utility grid modernization
proposals based on the prescriptions of the Guidance Document and will
do so absent Commission action.

Nevertheless, the Department recommends that the Commission require
utility grid modernization proposals to adhere to the filing requirements,
methods of evaluation, and ratepayer protections detailed in the
Guidance Document.

B. IDP NOTICE TOPIC #1: SHOULD THE COMMISSION ACCEPT OR REJECT XCEL ENERGY’S
INTEGRATED DISTRIBUTION PLAN (IDP)?

The Department’s review of Xcel’s IDP begins at a threshold question: did Xcel provide information and
analyses required by the Commission’s IDP Filing Requirements and previous Commission Orders?

As a preliminary matter, the Department notes that Xcel provided a Compliance Matrix in Attachment
B of its 2021 IDP. This matrix includes a description of each of the IDP Requirements, the requirements
imposed on Xcel’s 2021 IDP by the Commission’s 2020 Order and the Commission’s July 16, 2019 Order
(2019 Order) in Docket No. E002/CI-18-251, and the location within the IDP where information related
to those requirements can be found. The Department has reviewed the Compliance Matrix and
concludes, as a preliminary matter, that Xcel has sufficiently addressed each of the IDP Filing
Requirements and Commission Orders.

However, the Department will provide a final recommendation regarding whether the Commission
should accept Xcel’s 2021 IDP in Party Reply comments once the Department reviews additional
information from Xcel and has an opportunity to review valuable stakeholder input.

C. IDP NOTICE TOPIC #2: DOES THE IDP FILED BY XCEL ENERGY ACHIEVE THE PLANNING
OBJECTIVES OUTLINED IN THE FILING REQUIREMENTS AS AMENDED BY THE COMMISSION’S
NOVEMBER 2, 2019 ORDER?

23 Department Letter, at 10.



Docket No. E002/M-21-694
Analysts assigned: Matthew Landi and Christopher Watkins
Page 12

The Commission’s August 30, 2018 Order (2018 Order) in Docket No. E002/CI-18-251 provided the
Commission’s Planning Objectives:?*

The Commission is facilitating comprehensive, coordinated, transparent,
integrated distribution plans to:

e Maintain and enhance the safety, security, reliability, and resilience
of the electricity grid, at fair and reasonable costs, consistent with
the state’s energy policies;

e Enable greater customer engagement, empowerment, and options
for energy services;

e Move toward the creation of efficient, cost-effective, accessible
grid platforms for new products, new services, and opportunities
for adoption of new distributed technologies; and,

e Ensure optimized utilization of electricity grid assets and resources
to minimize total system costs.

e Provide the Commission with the information necessary to
understand Xcel’s short-erm and long-term distribution system
plans, the costs and benefits of specific investments, and a
comprehensive analysis of ratepayer cost and value.

The Commission’s 2019 Order requires Xcel to do the following:®

Xcel shall discuss in future filings how the IDP meets the Commission’s
Planning Objectives, including:

A. An analysis of how the information presented in the IDP related to
each Planning Objective;

B. The location in the IDP;

C. Analysis of efforts taken by the Company to improve upon the
fulfillment of the Planning Objectives; and

D. Suggestions as to any refinements to the IDP filing requirements
that would enhance Xcel’s ability to meet the Planning Objectives.

Attachment C of Xcel’s 2021 IDP contains the information and analysis required by the Commission’s
2019 Order regarding the Commission’s Planning Objectives. Attachment C includes a detailed

24 Id. ORDER APPROVING INTEGRATED DISTRIBUTION PLANNING FILING REQUIREMENTS FOR XCEL ENERGY. August 30,
2018. Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={FO5A8C65-
0000-CA19-880C-C130791904B2}&documentTitle=20188-146119-01.

25 In the Matter of Xcel Energy’s 2018 Integrated Distribution Plan, Docket No. E002/M-18-251. ORDER ACCEPTING REPORT
AND AMENDING REQUIREMENTS. Order Point No. 5. July 16, 2019. Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={5072FC6B-
0000-C715-8B8F-F971D67B302B}&documentTitle=20197-154416-01.
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explanation of how the information presented in the IDP relates to each of the Commission’s Planning
Objectives, where in the IDP that information can be found, and efforts taken by the Company to
provide the Commission and stakeholders with additional information related to the Planning
Objectives. Notably, Xcel also emphasized their position that a full two years between IDP filings
allows the Company to make more significant and meaningful progress on the IDP objectives between
filings.2®

The Department reviewed Attachment C and analyzed whether Xcel’s 2021 IDP was responsive to the
Commission’s Planning Objectives.

1. Planning Objective #1- Maintain and enhance the safety, security, reliability, and resilience
of the electricity grid, at fair and reasonable costs, consistent with the state’s energy
policies

Table 1 of Attachment C provides a list of locations throughout the IDP where Xcel discusses each of
the topics referenced in the Commission’s first IDP Planning Objective. While the Department finds the
table to be exhaustive, it is very general in its description of locations for topic discussions, for
example: it lists “Integrated Distribution Plan” as an IDP Location for the topic of Safety. The
Department finds that it would be more instructive if sections within the IDP or appendices were called
out with more specificity to draw attention to the most relevant mentions of how safety considerations
impact distribution planning and operations, such as the discussion of electric distributions standards
and design manuals in Section 1 of Appendix A2. Doing so would help stakeholders navigate the
voluminous nature of Xcel’s IDP, particularly those who are not as well versed in the proceedings.

a. Safety

The Department found that the most informative discussion regarding safety consideration in Xcel’s
distribution system planning and management is located in Appendix A2: Standards, Asset Health, and
Reliability Management. In this section Xcel provided information on the applicable industry standards
for distribution engineering, how these are incorporated into Company manuals and practices by the
Electric Distribution Standards division, and examples of projects that showcase how these
considerations are applied to risk assessment and technology selection for deployment in the field.

b.  Security

Xcel provided information regarding its dedicated Enterprise Security and Emergency Management
(ESEM) business unit in Appendix B3, Section Il: Data Security and Protocols for Grid Modernization.
The Department concludes that the information contained therein is relevant to the Planning
Objective’s topic and addresses both existing and future considerations regarding the criticality of
physical and cyber security in a rapidly evolving distribution system.

26 2021 IDP, Attachment C, at 6.
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c.  Reliability and Resilience of the Electricity Grid

Xcel notes that while they have been able to maintain good reliability on their distribution system,
meeting IEEE’s 2020 reliability thresholds for SAIFI, SAIDI, and CAIDI at the second quartile for large
utilities,?” the increasing average age of equipment in the field necessitates that “[t]he majority of the
investments in the near term will be in established programs such as our pole replacement and
substation renewal programs.”?® The Department’s analysis in Xcel’s 2020 Annual Electric Service
Quality Report included a regression analysis of reliability metrics over a ten-year period that
concluded that reliability in Xcel’s service territory was generally improving with the exception of the
Southeast work center.?®

d. Fair and Reasonable Costs

The Department is developing the knowledge base to better evaluate whether investments made or
costs incurred by Xcel in the maintenance and operation of the distribution system are fair and
reasonable. However, this does not imply that there is any reason to assume that they are
unreasonable. At this time, the Department has limited information with which to quantitatively
assess the reasonableness of specific investment strategies made by Xcel in managing the distribution
system. To accurately ascertain the most fair and reasonable costs to be recovered from ratepayers,
the Department would need to see reference and investment scenarios and BCA results that were
studied by Xcel, consistent with the Guidance Document’s prescriptions. This will involve additional
transparency on Xcel’s part regarding certain types of distribution system investments. The
Department addresses this in Section II.C.4 below in the analysis of the fourth Planning Objective.

e.  Consistent with State Energy Policies

Throughout the IDP process and associated technology certification requests, Xcel has justified
proposed investments and initiatives in part by referencing their applicability to state energy policies.
Grid modernization proposals and certification requests have been consistently presented as being
aligned with the objectives of relevant statutes encouraging utilities to increase customer accessibility
to distributed energy resources, energy efficiency, and conservation. The Department notes that
beyond the implied correlation between proposed initiatives and statutory cost recovery
requirements, there is often no clear line of sight from the specific technology back to the guiding
Commission principles. To the extent that a clear line of sight exists, the Department expects Xcel and
other utilities to illuminate that connection, and notes that such connections are likely to help establish
the bona fides of the proposed initiative.

272021 IDP, at 6.

282021 IDP, at 11.

2% Department's Initial Comments, at 14. Docket No. E002/M-21-237. August 16, 2021. Accessed at:
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentld={50D44F7B-
0000-C014-9377-84F966E29D12}&documentTitle=20218-177148-01.
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The Department is considering a recommendation to create such a link: a requirement that utilities
discuss how each technology or program offering proposed is influenced by IDP Planning Objectives
and state energy policies (as well as local government mandates and/or policy goals), including how
the metrics chosen to evaluate the performance of those technologies or program offerings in meeting
those objectives were selected. The Department invites Xcel and other stakeholders to provide
feedback on whether this topical area needs further elucidation.

2. Planning Objective #2 - Enable greater customer engagement, empowerment, and options
for energy services.

Xcel discussed increased customer engagement, empowerment, and options for energy services
throughout the IDP, focusing on proposed new initiatives and investments in enabling technologies
that would make possible further offerings to their customers. Appendix B2 contains the Customer
Strategy and Roadmap, a section substantially improved upon from the 2019 IDP to include details
regarding the customer-choice implications and opportunities afforded by the foundational
investments in Xcel’s Advanced Grid Intelligence and Security (AGIS) initiative and new grid
modernization proposals of DI and RMP for which Xcel is seeking certification from the Commission in
the instant proceeding.

While the Company provides a thorough explanation of the potential of these grid modernization
investments to increase customer engagement and satisfaction, there is a lack of quantitative data to
prove the business case for selecting these specific technologies over alternatives.

The Department recommends that in future filings the Commission require Xcel to provide the
following information that will allow for an independent verification of the reasonableness of the
proposed incurred costs related to customer-facing utility offerings and programs:

= Xcel’s internal benefit-cost analyses for reference and investment case scenarios, including
reasonably known and analyzed alternatives;

= Assumptions and data supporting the projected customer participation rates;

= Sensitivity analysis for varying rates of adoption of proposed programs; and

= Discussion of how the proposed customer-facing utility offerings and programs may interact
with existing or proposed Conservation Improvement Plan or Next Generation Energy Act
programs.

3.  Planning Objective #3 - Move toward the creation of efficient, cost-effective, accessible
grid platforms for new products, new services, and opportunities for adoption of new
distributed technologies.

In addition to the observations above, the Department finds it instructive to evaluate Xcel’s response
to the third Planning Objective by analyzing the differences in distribution system spending over the
time periods 2016 — 2020 and 2021 — 2026. Table 3 above provides a breakdown of Xcel’s historic and
projected distribution system expenditures. The Department provides it here again for convenience.
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Table 3. Comparison of Distribution System Spending Reported in Xcel’s 2021 IDP,
Historical Actual (2016 — 2020) vs. Budgeted (2021 — 2026)

016 020 0 026
Spending % of Spending % of

P Budge atego 'Milli 2
> S 0 (Millions) Total Spend (Millions) Total Spend (Millions) %

Age-Related Replacement

S 389.90 34.70%| S 971.40 32.30%| S 581.50 149.14%
and Asset Renewal

New Customer Projects and

New Revenue $ 153.50 13.70%| S 237.40 7.90%| S 83.90 54.66%

System Expansion or Upgrades for

e 119.00 10.60%| S 273.70 9.10%| S 154.70 130.00%
Capacity

Projects Related to Local (or other)

. S 147.50 13.10%| S 210.10 7.00%| S 62.60 42.44%
Government Requirements

System Expansion or Upgrades for

116.80 10.409 239.20 8.009 122.40 104,799
Reliability and Power Quality ? % ® % ° &
Other| $ 164.00 14.60%| $ 286.60 9.50%| $ 122.60 74.76%
Metering | $ 32.30 2.90%| $ 21.80 0.70%| $ (10.50) 32.51%
Grid Modernization and Pilot
riaviogernization and ot o 0.40 0.00%| $ 763.30 25.40%| $ 762.90 |  190725.00%
Programs
otal Spending IR RVEY ) $  3,003.50 $  1,880.10 167.36%

The Department notes that the proposed increased spending in the Age-related Replacement and
Asset Renewal, System Expansion or Upgrades for Reliability and Power Quality, and Grid
Modernization and Pilot Programs IDP Budget Categories comports with Xcel’s language elsewhere in
the IDP and aligns with the Company’s stated priorities. While the analysis of relative investments
across standardized categories is a useful tool, there is limited information provided that allows for a
rigorous assessment of the investment decisions being made within each category. The Department
addresses this in further detail in Section 11.C.4 below.

The Department is building the capacity to make assessments regarding the efficiency or cost-
effectiveness of grid investments within each IDP Budget Category, and in order to alleviate this
asymmetry, the Department is considering a recommendation for future IDPs to include some
illustrative examples of detailed and complete BCAs for proposed projects within each of the IDP
Budget Categories, a description of the methodology employed to prevent double counting of benefits
or costs across programs or enabling technologies, a clear conceptual line of sight between the project
selected and the Commission’s Planning Objectives, and metrics to evaluate the project’s performance
with respect to the benefits identified and in relation to the Commission’s Planning Objectives.

Such illustrations seem reasonably likely to help the Department, the Commission, and stakeholders
develop a deeper understanding of how Xcel plans for and spends ratepayer funds on these myriad
grid investments.
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The Department invites Xcel and other stakeholders to provide feedback on this potential
recommendation.

4.  Planning Objective #4 - Ensure optimized utilization of electricity grid assets and resources
to minimize total system costs

The fourth Planning Objective is designed to ensure optimized utilization of electricity grid assets and
resources to minimize total system costs.

In Attachment C of Xcel’s 2021 IDP, Xcel indicated that its discussion regarding efforts to integrate
distribution, transmission, and resource planning in Appendix Al (System Planning) supports the fourth
planning objective.?® Additionally, Xcel referenced Appendix E2 (Distributed Energy Resources) and
Appendix A2 (Asset Health and Reliability Management) provides additional information and discussion
relevant to the fourth planning objective.3!

The Department is building its knowledge base of issues related to this planning objective and expects
to be better positioned to evaluate this Planning Objective over time as more experience is gained with
utility distribution systems. One way to better discern whether Xcel is optimally utilizing electricity grid
assets and minimizing total system costs is to evaluate Xcel’s spending on its distribution.

Appendix Al of the 2021 IPD provides a broad explanation of how Xcel approaches annual system
planning: Xcel plans, measures, and forecasts distribution system load with the goal of ensuring that all
customer electric load is served under normal (N-0) operating conditions and first contingency (N-1)
operating conditions.3? Corrective actions are identified as part of this process, and proposed projects
undergo analysis that seeks to determine the beset options based on several factors including
operational requirements, technical feasibility, and future year system need.33

Xcel’s 2021 to 2025 annual planning process identified the following total risks across [Northern State
Power Company-Minnesota Operating Company]: 3*

- N-0 normal overloads on 65 feeder circuits

- N-0 normal overloads on 20 substation transformers
- N-1 contingency risks on 566 feeder circuits

- N-1 contingency risks on 151 substation transformers

Once identified, these risks are scored in a process described in Attachment D of the 2021 IDP (Risk
Scoring Methodology), which is the way the Company prioritizes which risks to mitigate that year and
includes looking at a potential project’s raw financial benefit, reliability benefit, and ultimately results

302021 IDP, Attachment C, at 5.
3.

322021 IDP, Appendix Al, at 1.
3.

34 1d., at 19.
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in a benefit-to-cost ratio referred to as the Risk Score.?> Xcel then develops mitigation plans for the
risks using a risk/reward model to determine which solutions should be selected and prioritized, which
feeds into latter stages of its planning process whereby specific projects are budgeted for, initiated,
and ultimately implemented. Xcel explained that “the total number of risks identified in the risk
analysis generally exceeds the number of risks that can be mitigated with available funds.”3°

This approach provides some transparency into the Company’s planning process and into why specific
projects were selected in a given year, which helps stakeholders understand the utility’s overall
distribution system spending. Notably, however, Xcel’s approach is only applicable to capacity-related
projects: Xcel indicated that this is the only category that it has the ability to objectively quantify the
annual risk.3’

For other IDP Budget Categories (Mandates, New Business, Asset Health, Blankets (projects that are
high volume, low dollar, current year, reactive work), and Programs), Xcel explained that it prioritizes
projects based on other factors whose value is difficult to capture or otherwise quantify in a
transparent way that lends itself to a broader understanding of how exactly Xcel is spending ratepayer
funds in these areas.38

As an example: for the Asset Health IDP Budget Category, Xcel explained that its programs or projects
are driven by engineering analyses to address aging infrastructure and improve system resilience, but
that its budget benefit-to-cost model does not effectively capture the value that a programmatic
approach to asset health provides.?®

These explanations perpetuate the information asymmetry that exists between utilities and
stakeholders, and it is an area that the Department believes Xcel should take efforts to address in
order to provide additional transparency regarding its budgeting process.

Additional transparency is a particularly acute need given Xcel’s projected distribution system
spending: as shown in Table 3, the “System Expansion or Upgrades for Capacity” IDP Budget Category
accounts for only $273.30 million in projected spending during the 2021 to 2026 period, only 9.30% of
Xcel’s total projected distribution system spending during that time. The two predominant drivers of
Xcel’s total projected distribution system spending — the “Age-Related Replacement and Asset
Renewal” and “Grid Modernization and Pilot Programs” IDP Budget Categories accounts for $971.40
million (32.30%) and $763.30 million (25.40%) of Xcel’s total projected distribution system spending for
the 2021 to 2026 period, respectively. Together, they represent over $1.7 billion in total projected
distribution system spending for the 2021 to 2026 period.

352021 IDP, Attachment D, at 2.
362021 IDP, Appendix Al, at 19.
372021 IDP, Attachment D, at 2.
38 |Id.
3 |d.
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The Department requests that Xcel provide additional information and/or discussion regarding how
projects in non-capacity project categories are evaluated and funded in Utility Reply comments.

The Department welcomes insight into how to approach the evaluation of non-capacity projects,
especially for the “Age-Related Replacement and Asset Renewal” IDP Budget Category, given its
proportionate and raw share of Xcel’s projected distribution system spending during the 2021 to 2026
period.

The Department understands that distribution system spending can fluctuate over the course of a year
due to acute distribution system needs and the need for operational flexibility. It follows that
projected spending levels would fluctuate and be inconsistent year-to-year as reported in Xcel’s 2019
IDP, the Compliance Filing, and the 2021 IDP, as the Department summarized above in Section I.B of
these comments.

Xcel provided the following explanation regarding why the IDP budget details are inconsistent year-to-
year:*°

[W]hile our budget process has generally proven to be a reasonably
accurate gauge of overall budget levels, it is important to understand that
plan details — exclusive of large and strategic investments approved for
implementation by the Commission — generally are inconsistent year-to-
year. As we have explained, the Distribution budget is an ongoing and
iterative process that is largely driven by the immediacy of reliability and
other emergent circumstances that are the practical reality of the
Distribution business. The distribution system is the connection to our
customers, and we must respond to these circumstances to meet our
obligation to serve and ensure we provide adequate service. This means
that long-term plans, which, in a distribution context, include five-year
action plans, have a much shorter shelf-life.

While this explanation is helpful in a broader sense, and in view of Xcel’s approach to spending on non-
capacity related distribution system project, there is an important element of transparency missing
from Xcel’s distribution system spending. As an example: it is difficult to fully understand Xcel’s
projected increase in spending in the “Age-Related Replacement and Asset Renewal” IDP Budget
Category. Xcel provided a description of this IDP Budget Category on page 11 of Appendix D of its 2021
IDP, indicating that there are two types of projects that fall under this IDP Budget Category: Reactive
Asset Health and Proactive Asset Health.

However, it does not appear that Xcel addressed why projected spending is expected to increase to
almost $1 billion over the 2021 — 2026 period from a projection of less than $500 million in Xcel’s 2019
IDP (referring to Table 1 above). Xcel provides information on individual distribution system projects

402021 IDP, at 21.
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and Capital Profile Trends in Attachments H and | of the 2021 IDP, but provides little substantive
explanation of these projects, the drivers of this increased spending trend, nor any comparison to
previous filings (the 2019 IDP nor the Compliance Filing).

This relatively dramatic increase in spending in this one IDP Budget Category without an accompanying
explanation is troubling. While the IDP is not the forum to address the prudency of these projected
spending levels, it is important that utilities are providing information that helps stakeholders
understand their distribution system planning and spending. Absent discernible reasons for such
increases in projected spending year-over-year, it is difficult to understand how Xcel’s capital budget
planning works for non-capacity related spending and whether Xcel is fulfilling the goal of the fourth
planning objective’s call to minimize total system costs.

The Department requests that Xcel provide a narrative explanation for the changes in spending for
each IDP Budget Category compared to previous filings (including the 2019 IDP and the Compliance
Filing) in Utility Reply comments.

The Department suggests that one approach to helping stakeholders understand spending on non-
capacity related projects is to provide information that indicates that Xcel is “right-sizing” its system by
demonstrating projects are designed to solve the problem that is identified, and in so doing, that Xcel
is minimizing the amount of money being spent and can show that its spending is concomitant to the
level of need.

Applied to the “Age-Related Replacement and Asset Renewal” IDP Budget Category, Xcel could provide
stakeholders with information that Xcel’s spending on Reactive Asset Health and Proactive Asset
Health projects is the “right size” for the problem identified. The Department asks the general
guestion: is Xcel’s spending on specific components of the distribution system appropriate given the
issue that Xcel is trying to address or prevent?

The Department proposes “right-size analysis” as a way to help answer this question, defined as: the
process of matching utility investments to the need identified by the engineering analysis of the
distribution system so performance and reliability of the distribution system is achieved at the lowest
possible cost. This also includes the process of looking at deployed equipment and identifying
opportunities to eliminate redundancies, downsize components that may be no longer needed,
repurpose and redeploy equipment, and/or incorporate NWAs or DERs to decrease loading thereby
reducing thermal stress on components and extending the life of deployed assets, all without
compromising performance or reliability with the express goal of reducing total system costs.

The Department’s experience in the distribution system, however, is limited, and invites Xcel and other
stakeholders to comment generally on this proposed analytical method. The preliminary, theoretical
approach articulated above can and should be scrutinized: is it the appropriate way to think about
these issues and evaluate the general question articulated above?
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The Department welcomes feedback and information on how to best approach answering this
question.

5. Planning Objective #5 - Provide the Commission with the information necessary to
understand the utility’s short-term and long-term distribution system plans, the costs and
benefits of specific investments, and a comprehensive analysis of ratepayer cost and value

The fifth Planning Objective relates to whether the IDP provides the Commission with information
necessary to understand Xcel’s short-term and long-term distribution system plans, the costs and
benefits of specific alternatives to any proposed or anticipated investments, and a comprehensive
analysis of ratepayer cost and value.

This planning objective articulates the expectation that utilities should prepare complete evaluations of
planned investments, and particularly investments in grid modernization, to ensure that the
Commission and stakeholders are provided with the necessary information to evaluate the
reasonableness of these plans.

Xcel stated that the IDP provides a comprehensive discussion about its short-te