m COMMERCE
DEPARTMENT
February 2, 2024

Will Seuffert

Executive Secretary

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

St. Paul, Minnesota 55101-2147

RE: Comments of the Minnesota Department of Commerce, Division of Energy Resources
Docket Nos. E002/GR-92-1185, G002/GR-92-1186, E002/GR-10-971, E002/M-15-1089, E002/M-
20-743, E002/GR-21-630, G002/GR-21-678, E002/M-21-815, E002/GR-22-254, E,G002/M-23-468

Dear Mr. Seuffert:

Attached are the comments of the Minnesota Department of Commerce, Division of Energy Resources
(Department) in the following matter(s):

Northern States Power Company, doing business as Xcel Energy (Xcel Energy or the
Company)’s, Petition for Approval of a Credit Mechanism to Return to Customers: the
Fourteenth Department of Energy Settlement Payment, 2022 Property Tax True-Up
Report and Combined Refund Plan, Annual Report of 2022 Incentive Compensation Plan,
2022 Capital True-Up, and 2022 Annual Compliance Report on Regulatory Treatment of
Net Operating Loss

Gail A. Baranko, Regulatory Manager with the Company, filed the Notice of Receipt of Fourteenth DOE
Settlement and Refund Plan on December 22, 2023. Holly R. Hinman, Director of Regulatory and
Strategic Analysis with the Company, filed the Annual Report of its 2022 Incentive Compensation Plan
on November 3, 2023 and Amber R. Hedlund, Regulatory Project and Rate Case Manager with the
company filed the Annual Report of its 2022 Property Tax True-Up Report and Combined Refund Plan
along with the 2022 Annual Compliance Report on Regulatory Treatment of Net Operating Loss on
November 3, 2023.

The Department recommends the Minnesota Public Utilities Commission (Commission) accept Xcel
Energy’s Notice of Receipt of Fourteenth DOE Settlement Payment and Refund Plan as compliant with
Commission’s Orders. The Company will refund approximately $12.3 million to electric customers,
which is estimated to be about $3.40 for the average residential customer.

The Department recommends the Commission accept Xcel Energy’s 2022 Property Tax True-Up Report
and Combined Refund Plan as compliant with Commission’s Orders. The Company will refund

85 7th Place East - Suite 280 - Saint Paul, MN 55101 | P: 651-539-1500 | F: 651-539-1547
mn.gov/commerce
An equal opportunity employer



Mr. Will Seuffert
February 2, 2024
Page 2

approximately $11.3 million to electric customers, which is estimated to be about $4.29 for the
average residential customer.

The Department recommends the Commission accept Xcel Energy’s 2022 Incentive Compensation
Annual Compliance Report as compliant with Commission’s Orders. The Company will refund electric
service customers approximately $1.4 million and $66,000 to gas customers, which is estimated to be
about $0.48 for the average residential customer. The Department also recommends the Commission
accept, with modifications Xcel’s proposal to change AIP reporting requirements.

The Department recommends the Commission accept Xcel Energy’s 2022 Capital True-Up Refund
Report as compliant with Commission’s orders. The Company will refund approximately $13.5 million
to electric customers, which is estimated to be about $4.89 for the average residential customer.

The Department recommends the Commission accept Xcel Energy’s 2022 Net Operating Loss Refund
Report as compliant with Commission’s Orders. The Company will refund approximately $1.6 million to
electric customers, which is estimated to be about $0.59 for the average residential customer.

The Department recommends the Commission accept Xcel Energy’s 2022 Combined Refund Plan
Summary as compliant with Commission’s Orders. The Company plans to refund electric customers
based on calendar year 2022 kWh usage and the five refund amounts together total approximately
$40.1 million before interest, which is estimated to be about $13.65 for the average residential
customer. Additional compliance reports will be filed by the Company to include final credit amount,
interest, class allocations, and the average credit per customer as well as updated customer message
regarding refund amounts.

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

Sincerely,

/S/ LOUISE MILTICH /s/ HOLLY JONES
Assistant Commissioner of Regulatory Analysis Financial Analyst
HDJ/ar

Attachment
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COMMERCE

m DEPARTMENT

Before the Minnesota Public Utilities Commission

Comments of the Minnesota Department of Commerce
Division of Energy Resources

Docket Nos. E002/GR-92-1185, GO002/GR-92-1186, E002/GR-10-971,
E002/M-15-1089, E002/M-20-743, E002/GR-21-630, G002/GR-21-678,
E002/M-21-815, E002/GR-22-254, E,G002/M-23-468

. INTRODUCTION OF 2022 COMBINED REFUND PLAN FOR DOE FOURTEENTH SETTLEMENT,
PROPERTY TAX, ANNUAL INCENTIVE PLAN, CAPITAL TRUE-UP AND NET OPERATING LOSS

(NOL)

On December 22, 2023, Northern States Power Company, doing business as Xcel Energy (Xcel Energy or
the Company) filed its Notice of Receipt of Fourteenth DOE Settlement Payment and Refund Plan. On
November 3, 2023, Xcel Energy filed its 2022 Property Tax True-Up Report and Combined Refund Plan,
Annual Incentive Compensation Compliance Report and Annual Compliance Report — Approval of 2022

True-Up Mechanisms (Capital True-Up and NOL Refunds) pursuant to the Minnesota Public Utilities

Commission’s (Commission) Orders. The Company proposes to process a one-time bill credit

combining all of the refunds mentioned above and as shown in Table 1 below.?

Table 1: Proposed Combined Residential Customer Refunds3

Refund Item Refund Allocation to Interest | Est. Refund (Residential
Amount* Class Methodology Rate Cust)
DOE #14 $12.3 million 2022 Nuclear Plant Stratification 3.83% $3.40
and Capacity & Energy Allocation
Property Tax | $11.3 million 2022 Property Tax Allocation 3.73% $4.29
AIP $1.4 million 2022 Revenue Allocation 3.73% $0.48
Cap. True- $13.5 million 2022 Rate Base Allocation 3.73% $4.89
Up
NOL $1.6 million 2022 Rate Base Allocation 3.73% $0.59
Total $40.1 million** -- - $13.65**

*Not Including Interest

**Rounded

The Department first discusses the Notice of Receipt of Fourteenth Department of Energy Settlement
Payment and Refund Plan, then the Company’s 2022 Property Tax True-Up Report and Combined

1 The Commission’s July 17, 2023 Order in Docket No. E002/GR-21-630, Ordering Paragraph(s) 4, 6-9 and 27b; and the
Commission’s April 13, 2023 Order in Docket Nos. E002/GR-21-678 and E002/GR-21-679.
2The Orders reference, in their respective Ordering Paragraph(s) 1, the Commission’s March 31, 2023 Findings of Fact,

Conclusion of Law & Recommendations in Docket No. E002/GR-21-630; and Xcel’s October 4, 2022 Settlement Agreement

in Docket Nos. E002/GR-23-678 and E002/GR-21-679, respectively.
3 Xcel’s Notice of Receipt of Fourteenth DOE Settlement Payment and Refund Plan, p. 5.
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Refund Plan, followed by the 2022 Annual Incentive Compensation Compliance Report, then the 2022
Capital True-Up Refund Plan and finally the 2022 Annual Compliance Report on Regulatory Treatment
of Net Operating Loss and Refund Plan.

1. DEPARTMENT ANALYSIS

A. NOTICE OF RECEIPT OF FOURTEENTH DOE SETTLEMENT PAYMENT AND REFUND PLAN SUMMARY
AND DEPARTMENT ANALYSIS

On December 22, 2023, the Company filed its Notice of Receipt of Fourteenth DOE Settlement
Payment and Refund Plan pursuant to the Commission’s Order? requiring Xcel to file a refund plan
within 35 days of receipt of DOE Settlement funds and if the Department doesn’t object within 35 days
of filing the plan, Xcel shall proceed with refund as outlined in the plan. It also requires Xcel to make a
compliance filing noting the completion and detailing final refund amounts within 35 days of payment
completion.

The Company received $16,781,605 from the DOE on November 20, 2023, for the period of January 1
to December 31, 2022, and the Minnesota jurisdictional amount to be refunded to electric customers
is $12,258,817. The Company placed the payment in a separate interest-bearing account and will
calculate interest at the highest rate quoted, 3.83%, minus any bank fees and charges, when issuing
the DOE settlement payment. The Company will begin implementation of a one-time bill credit in the
first quarter of 2024, based on customers’ 2022 usage. The Company will submit a compliance filing
within 35 days after completion providing a summary of the final credit amount, interest, class
allocations, and the average credit per customer.

The Department confirmed the deposit amount of the Fourteenth DOE Settlement with the wire
transfer receipt showing the full amount of $16,781,604.59 on 11/20/2023 in Attachment A of Xcel’s
compliance filing. Attachment B of Xcel’s filing provided the 2022 allocators for the 36-month coincident
peak to allocate the DOE payment between Northern States Power Company — Minnesota (NSPM) and
Northern States Power Company — Wisconsin (NSPW) and the 12-month coincident peak allocator to
allocate NSPM’s share of the DOE payment between Minnesota, North Dakota, and South Dakota. The
Department tied the NSPM/NSPW interchange allocator of 0.836779 to the 2022 Interchange
Agreement in Docket No. E002/ER-22-123 in Appendix A, page 1, and the Minnesota jurisdictional
allocator of 0.872980 to Xcel’s 2022 Electric Jurisdictional Annual Report, Tab E16 in Docket No. E,
G999/PR-23-4. Using the DOE payment of $16,550,164 multiplied by the allocators (overall allocator of
0.730491) results in $12,258,811 allocated to the Minnesota Jurisdiction, shown on the Company’s
Attachment B as $12,258,817 — the slight difference likely due to rounding.

Attachment B of Xcel’s filing also provided stratification components, weighting the capacity
component at 20.09% and the energy component at 79.91% as reported in Docket No.

4 The Commission’s April 20, 2022 Order in Docket No. E002/M-21-815, Ordering Paragraph 4.
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E002/GR-21-630. The Department tied these weightings to the Commission’s Staff Briefing Papers,
Volume IV as reported in Docket No. E002/GR-21-630.°

Consistent with prior DOE refunds, Xcel placed the funds from the refund into a separate interest-
bearing account and proposes to include the actual amount of interest earned, net of bank fees, in the
credit to ratepayers. Xcel is seeking approval to combine this DOE refund with the 2022 property tax,
AIP, capital true-up and NOL refunds. The Commission previously approved the Company’s proposal to
combine the 2021 property tax and annual incentive compensation refunds with the anticipated
Thirteenth DOE settlement payment refund.®

B. 2022 PROPERTY TAX TRUE-UP REPORT AND COMBINED REFUND PLAN SUMMARY AND
DEPARTMENT ANALYSIS

On November 3, 2023, the Company submitted its 2022 Property Tax True-Up Report (2022 Property
Tax Report) pursuant to the Commission’s Order’ approving Xcel’s 2022 property tax expense recovery
of $165.930 million and property tax true-up for the duration of the multiyear rate plan.

Xcel Energy submitted its 2022 Property Tax True-Up Report following its November 3, 2023 filing of
the Company’s Annual Incentive Compensation Compliance Report for the year 2022 (the 2022 AICC
Report). Xcel Energy also included a proposed plan for issuing a one-time bill credit combining the
Company’s 2022 DOE settlement, property tax, annual incentive compensation, capital true-up, and
net operating loss refunds to Minnesota customers.

The Department reviewed Xcel Energy’s proposed property tax refund plan and concludes it is
consistent with the methodologies previously approved by the Commission to combine the 2021
property tax and annual incentive compensation refunds with the anticipated Thirteenth DOE
settlement payment refund.?

The difference between the actual 2022 Minnesota jurisdictional electric property tax expense of
$154.4 million® less the $20.4 million collected through riders, leaves an amount of $134 million to
compare to the baseline amount approved in base rates of $145.3 million. This results in an $11.3
million refund due to Xcel’s Minnesota electric ratepayers, prior to application of interest.?

5 The Commission’s July 17, 2023 Order in Docket No. E002/GR-21-630, Ordering Paragraph 52.

6 The Commission’s November 2, 2022 Order in Docket Nos. E-002/M-20-743; E-002/GR-92-1185; G-002/GR-92-1186; E,G-
002/M-22-254.

7 The Commission’s July 17, 2023 Order in Docket No. E002/GR-21-630, Ordering Paragraphs 85, 86, and 118.

8 The Commission’s November 2, 2022 Order in Docket Nos. E-002/M-20-743; E-002/GR-92-1185; G-002/GR-92-1186; E,G-
002/M-22-254.

9 $165.93 million times the Minnesota Jurisdiction allocator.

10 Xcel’s 2022 Property Tax Report, Attachment B, p. 1-3.
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C. 2022 ANNUAL INCENTIVE COMPENSATION COMPLIANCE REPORT SUMMARY AND
DEPARTMENT ANALYSIS

The Company filed its Annual Incentive Compensation Compliance Report (AICC Report) on November
3, 2023 for the year 2022 pursuant to the Commission’s Orders.*! The orders required Xcel to cap its
recovery of annual incentive plan compensation expense at 15% of individual base pay and 100% of
target payout,*? cap its cost recovery on the top ten highest-paid officers and employees salaries to
$1.5 million in total, excluded recovery on the annual incentive plan compensation of the top ten
highest-paid officers and employees and also required the Company to provide a calculation of the
Minnesota jurisdictional top ten adjustment in future annual incentive compensation filings. The
Commission approved a Minnesota jurisdictional annual incentive plan compensation expense
recovery amount of $22.878 million for the 2022 MYRP. The Commission also required the Company to
continue filing annual compliance reports evaluating the operation and performance of its incentive
compensation plan and any associated refund with no change to reporting requirements.

Since Xcel’s 1992 rate case, the Commission has limited recovery for short-term incentive
compensation (now called AIP) to 15% of an employee’s base salary. This order also held the 15% rate
and additionally limited recovery to 100% of target payout and a cap at $1.5 million for the 10 highest
paid employees whose AIP costs are not recoverable.!®> The Commission also required a calculation of
the Minnesota jurisdictional top ten adjustment in this docket and in annual compliance filings for
incentive compensation plan.*

In its 2022 AICC Report, based on performance for the year 2022, Xcel Energy provided the
jurisdictional amount of electric utility incentive compensation paid and eligible for recovery®> was
$19.1 million and gas utility incentive compensation paid and eligible for recovery was $1.4 million, for
a total of $20,573,486.1°

11 The Commission’s July 17, 2023 Order in Docket No. E002/GR-21-630, Ordering Paragraph(s) 4, 5, 6, 7, 8, and 9.

12 Note that Xcel did use 150% of target payout in the Year-End Award, but capped calculation of recovery at 100% of target
per the order.

13 The Commission’s July 17, 2023 Order in Docket No. E002/GR-21-630, Ordering Paragraphs 4-6; and the Commission’s
July 12, 2023 Order in Docket Nos. G002/GR-21-678 and G002/GR-21-679, Ordering Paragraphs 4-6.

14 The Commission’s July 17, 2023 Order in Docket No. E002/GR-21-630, Ordering Paragraph 7; and the Commission’s July
12, 2023 Order in Docket Nos. G002/GR-21-678 and G002/GR-21-679, Ordering Paragraph 7.

15 Excludes annual incentive payments (AIP) over 15% of base pay for the electric utility.

16 Xcel’s 2022 AICC Report, Attachment C, p. 1 of 1.
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Table 2: 2022 Eligible Incentive Compensation Paid and Amount Included in Base Rates?’

Electric Gas Total
Amount Approved in Base Rates $20,603,59818 $1,463,237 $22,066,835
Amount Eligible for Recovery $19,176,292 $1,397,194 $20,573,486
Base Rate Amount Less Eligible Amount $1,427,306 $66,043 $1,493,349

Table 2 compares the incentive compensation paid and eligible for recovery to the amount included in
base rates, for both electric and gas utilities. The Company recovered $1,427,306 more in base rates in
electric and $66,043 in gas utility eligible incentive compensation than it paid in 2022; as a result, these
amounts will be refunded. The Company proposes to refund these amounts to electric and gas
customers through one-time bill credits. The Company plans to allocate the refund dollars based on
approved 2022 revenue apportionment. The Company estimates the incentive compensation refund
for the typical residential electric customer is approximately $0.48, including interest at the cost of
short-term debt.® As allowed in Xcel’s prior refund to customers (Docket Nos. E002/M-20-743,
E002/GR-92-1185, G0O02/GR-92-1186 and E,G002/M-22-254, Order on November 2, 2022), the
Company proposes again to combine the AIP refund with DOE, property tax, capital true-up and net
operating loss refunds.

Consistent with prior compliance filings, the baseline comparison for the Minnesota Electric jurisdiction
AIP is net of Interchange billings to NSP-Wisconsin. Production, Transmission, and Regional Market AIP
expenses are subject to a revenue offset through the Interchange Agreement. The Commission’s rate
case Order in Docket E002/GR-21-630 also states in ordering paragraph 6, “The annual incentive plan
compensation of Xcel’s top ten highest-paid officers and employees is not recoverable.”

The Company requested a change in reporting requirements and proposes to eliminate the current
Incentive Compensation Annual Report for Plan Year 2023 to be filed in 2024. According to the
Company, this report will continue to provide the Commission the details needed to ensure there is no
over-recovery of AIP costs, while achieving greater regulatory efficiency by reducing the level of
information for the Company to produce and for Parties to review. To ensure full compliance with
incentive compensation refund obligation as ordered by the Commission, the Company proposes to
continue to provide Attachment C — Summary of AIP Paid; Attachment E — Jurisdictional Calculations;
Attachment F and G — Refund Calculations with Interest; and the new Attachment H—Top Ten
Compensated Employees. In addition, the Company will provide a narrative summary of the proposed
refund plans. The Company believes these attachments provide the data needed to support any
required refund. The Company also stated that they would be willing to discuss with the Department

17 Xcel’s 2022 AICC Report, Attachment C, p. 1 of 1.

18 Xcel’s response to Department Information Request No. 1, see Department Attachment A.
19 Xcel’s 2022 AICC Report, p. 5.
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any significant changes to the incentive plan in future rate cases and are open to discussion with the
Department to ensure reporting is beneficial for their analysis.

D. 2022 CAPITAL TRUE-UP COMPLIANCE REPORT SUMMARY AND DEPARTMENT ANALYSIS

On November 3, 2023, Xcel Energy submitted its 2022 Annual Compliance Report — Approval of 2022
True-Up Mechanisms pursuant to the Commission’s Orders?® approving the Company’s proposed
capital true-up for the 3-year multi-year rate plan, modeled on the 2016-2019 MYRP??, as a “one-way”
true-up, so that customers will receive a refund for over-recovered funds for capital costs but will not
be billed for under-recovered funds.

Table 3: 2022 Capital Additions and Revenue Requirements Summary ($ millions)??

Rate Case Actuals Difference Percent
Capital Additions $1,082.9 S971.7 (5111.2) -10.3%
Rate Base $8,004.1 $7,968.5 (535.6) -0.4%
Depreciation $677.8 $663.1 (514.7) -2.2%
Revenue Requirements $1,121.2 $1,107.7 (513.5) -1.2%

As Table 3 shows, the actual 2022 capital-related revenue requirements were $13.5 million lower than
the approved amount from the MYRP due to lower capital additions and rate base, and resulting lower
depreciation expense.

The Company plans to refund the excess recovered funds, with interest at the cost of short-term
debt?3, through one-time bill credits based on 2022 rate base. The estimated average residential
customer refund is approximately $4.89.2* The Company proposes to combine this refund with the
DOE, Property Tax, AIP and NOL refunds as previously approved in other dockets.?

E. 2022 TREATMENT OF NET OPERATING LOSS AND DEPARTMENT ANALYSIS

On November 3, 2023, Xcel Energy submitted its 2022 Annual Compliance Report on Regulatory
Treatment of Net Operating Loss as required by the Commission’s Orders.2®

20 The Commission’s July 17, 2023 Order in Docket No. E002/GR-21-630, Ordering Paragraph(s) 117.

21 The Commission’s June 12, 2017 Order in Docket No. E002/GR-15-826, Ordering Paragraph 3; Xcel to develop capital-
projects true-up compliance reporting tool to be filed annually; and The Commission’s September 29, 2017 Order,
approving compliance filings with modification.

222022 Annual Compliance Report — Approval of 2022 True-Up Mechanisms, p. 2.

23 The Commission’s July 17, 2023 Order in Docket No. E002/GR-21-630, Ordering Paragraph 47.

2 Xcel’s 2022 Annual Compliance Report — Approval of 2022 True-Up Mechanisms, Att. E, p. 1.

25 The Commission’s November 2, 2022 Order in Docket Nos. Docket Nos. E002/M-20-743; E002/GR-92-1185; G002/GR-92-
1186; and E,G002/M-22-254, Ordering Paragraph 8.

26 The Commission’s May 14, 2012 Order in Docket No. E002/GR-10-971, Ordering Paragraph 11.
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The Department reviewed the adjustments that Xcel made to the 2022 Deferred Tax Asset (DTA) and
resulting NOL) Refund. The Company adjusted the 2022 NOL Annual Report for Section 172(f)
Utilization (carryback) and the Prior Return adjustments. These adjustments corrected an
overstatement of the DTA in the rate case compared to actual DTA in the NOL report, which results in a
refund. Xcel shows these corrections on Attachments A and B of the 2022 Annual Compliance Report
for the Regulatory Treatment of NOL and provided a summary of the 2022 NOL Refund on page 6 of its
2022 Annual Compliance Filing for the Regulatory Treatment of NOL as follows:

Table 4: 2022 Net Operating Loss Refund?’

NOL Report (1) | Adj. Final Rates (2) Refund (3)

Revenue Requirement Increase $7,489,834 $9,116,743 (51,626,909)
(Reduction)

Notes: (1) From Att. B, Page 2, Line 22; (2) From Att. B, Page 3, Line 22; and (3) Diff between Annual Report and Final Rates

As shown in Table 4, Xcel estimated in setting rates for 2022 a DTA that would equal a $9,116,743
increase in revenue requirements. However, Xcel’s actual DTA equaled an increase in revenue
requirements of $7,489,834. Due to the estimated higher DTA assumed in the rate case compared to
actual DTA there is a resulting refund of $1,626,909 owed to customers, prior to calculating interest.

1l. DEPARTMENT RECOMMENDATIONS

The Department reviewed Xcel Energy’s receipt of fourteenth Department of Energy payment and
refund plan, 2022 property tax report and refund plan, 2022 annual incentive plan compliance report
and refund plan, 2022 capital true-up refund and 2022 compliance report on treatment of net
operating loss to answer the following questions:

e Should the Commission approve Xcel Energy’s receipt of fourteenth DOE settlement payment
refund plan?

e Should the Commission approve Xcel Energy’s 2022 property tax refund?

e Should the Commission approve Xcel Energy’s 2022 AIP refund and change in reporting
requirements?

e Should the Commission approve Xcel Energy’s 2022 capital true-up refund?

e Should the Commission approve Xcel Energy’s 2022 treatment of net operating loss refund?

e Should the Commission allow Xcel Energy to combine the Company’s 2022 DOE settlement,
property tax, incentive compensation, capital true-up and net operating loss refunds?

e |sthe proposed combined refund date reasonable?

e How should Xcel Energy apply interest to the combined refunds?

The following sections discuss each of these questions.

27 Xcel’s 2022 Annual Compliance Report — Regulatory Treatment of Net Operating Loss.
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A.

SHOULD THE COMMISSION APPROVE XCEL ENERGY’S FOURTEENTH DOE SETTLEMENT REFUND
PLAN?

Yes. The Department reviewed Xcel Energy’s proposed DOE settlement refund plan and does not
object to the plan. Based on the above discussions, the Department recommends that the Commission:

B.

Approve the one-time bill credit method for refunding the $12.258 million to the Minnesota
jurisdiction, including all interest accumulated and net of related bank fees, for the fourteenth
DOE payment;

Approve the Company’s proposed plan to combine DOE, property tax, AlP, capital true-up and
NOL refunds;

Require Xcel to provide this refund in combination with the other refunds above within 35 days
of the Commission order if approved (note Xcel is planning to implement refund in the 2"
quarter of 2024);

Require Xcel to include its finalized refund message on customer bills to alert ratepayers to the
reasons for the refund(s);

Require the Company to apply, on a monthly compounding basis, a 3.83% interest rate (highest
interest rate quoted) to its DOE settlement refund through the month immediately preceding
the billing cycle in which the Company issues refund to ratepayers;

Require the Company to file a compliance report within 35 days after completing the related
bill credits; and

Require Xcel to continue to file information and documentation consistent with the
Commission’s December 16, 2011 Order, Point 11, in Docket No. E002/M-11-807 within 30 days
of receiving future DOE payments pursuant to the Extended Settlement Agreement.

SHOULD THE COMMISSION APPROVE XCEL ENERGY’S 2022 PROPERTY TAX REFUND?

Yes. The Department reviewed Xcel Energy’s proposed property tax refund for 2022 and concludes it is
consistent with the Commission’s July 17, 2023 Findings of Fact, Conclusions and Order in Docket No.
E002/GR-21-630. Based on the above discussions, the Department recommends the Commission:

Approve the Company’s proposed property tax refund plan;

Approve the Company’s proposed plan to combine property tax, DOE, AlIP, capital true-up and
NOL refunds;

Require Xcel to provide this refund in combination with the other refunds above within 35 days
of the Commission order if approved;

Require Xcel to include its finalized refund message on customer bills to alert ratepayers to the
reasons for the refund(s);

Require the Company to apply, on a monthly compounding basis, a 3.73% interest rate (based
on the Company’s approved short-term debt rate) to its property tax refund through the month
immediately preceding the billing cycle in which the Company issues refund to ratepayers; and
Require Xcel to file a compliance report summarizing results of the combined customer refund
within 35 days of completing the refund process.
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C

SHOULD THE COMMISSION APPROVE XCEL ENERGY’S 2022 ANNUAL INCENTIVE PLAN REFUND
AND REQUESTED CHANGE IN REPORTING REQUIREMENTS?

Yes. The Department verified the incentive compensation included in current rates for the electric
utility is $20,603,598 and for the gas utility is $1,463,237.28 The Department concluded the Company
used the correct comparison in support of the Company’s assertion that electric service customers are

due an
refund

approximate $1.4 million refund and gas service customers are due an approximate $66,000
for the incentive compensation recovered in base rates, but not paid. The Department

recommends that the Commission:

D.

Approve the Company’s proposed AIP refund plan;

Approve the Company’s proposed plan to combine AIP, DOE, property tax, capital true-up and
NOL refunds;

Require Xcel to provide this refund in combination with the other refunds above within 35 days
of the Commission order if approved;

Require Xcel to include its finalized refund message on customer bills to alert ratepayers to the
reasons for the refund(s);

Require the Company to apply, on a monthly compounding basis, a 3.73% interest rate (based
on the Company’s approved short-term debt rate) to its property tax refund through the month
immediately preceding the billing cycle in which the Company issues refund to ratepayers;
Require Xcel to file a compliance report summarizing results of the combined customer refund
within 35 days of completing the refund process; and

Modify the Company’s requested reporting requirement changes. The Department reviewed
the proposed changes to the reporting requirements and notes that Attachments A, B (AIP
plans) and D (AIP employee and executive breakouts) are being eliminated by Xcel. The
Department does not oppose eliminating Attachments A and B, since the AIP plans are provided
in the rate cases. However, the Department finds the information in Attachment D to be useful
in its review of AIP, additionally we find Xcel’s new Attachment H to provide information
needed in calculating the AIP refund amounts. As a result, we recommend the Commission
require Xcel to continue to provide Attachment D and additionally the new Attachment H in
future AIP filings.

SHOULD THE COMMISSION APPROVE XCEL ENERGY’S 2022 CAPITAL TRUE-UP REFUND?

Yes. After reviewing the Company’s compliance report, the Department recommends Commission:

Approve the Company’s proposed capital true-up refund plan;

Approve the Company’s proposed plan to combine the capital true-up, DOE, property tax, AlP,
and NOL refunds;

Require Xcel to provide this refund in combination with the other refunds above within 35 days
of the Commission order if approved;

282020 and 2021 Incentive Compensation Plan Annual Reports (Docket Nos. E,G002/M-21-369 and E,G002/M-22-254,
respectively).
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Require Xcel to include its finalized refund message on customer bills to alert ratepayers to the
reasons for the refund(s);

Require the Company to apply, on a monthly compounding basis, a 3.73% interest rate (based
on the Company’s approved short-term debt rate) to its capital true-up refund through the
month immediately preceding the billing cycle in which the Company issues refund to
ratepayers; and

Require Xcel to file a compliance report summarizing results of the combined customer refund
within 35 days of completing the refund process.

SHOULD THE COMMISSION APPROVE XCEL ENERGY’S 2022 TREATMENT OF NET OPERATING
LOSS REFUND?

Yes. The Department reviewed the adjustments that Xcel made to the 2022 NOL Refund and concludes
that the adjustments and resulting refund of $1,626,909 are reasonable. Based on the above
discussion, the Department recommends the Commission:

Approve the Company’s proposed NOL refund plan;

Approve the Company’s proposed plan to combine NOL, DOE, property tax, AlP, and capital
true-up refunds;

Require Xcel to provide this refund in combination with the other refunds above within 35 days
of the Commission order if approved;

Require Xcel to include its finalized refund message on customer bills to alert ratepayers to the
reasons for the refund(s);

Require the Company to apply, on a monthly compounding basis, a 3.73% interest rate to its
NOL refund through the month immediately preceding the billing cycle in which the Company
issues refund to ratepayers; and

Require Xcel to file a compliance report summarizing results of the combined customer refund
within 35 days of completing the refund process.

SHOULD THE COMMISSION ALLOW XCEL ENERGY TO COMBINE THE COMPANY’S FOURTEENTH
DOE SETTLEMENT, 2022 PROPERTY TAX, 2022 INCENTIVE COMPENSATION, 2022 CAPITAL TRUE-
UP AND 2022 NET OPERATING LOSS REFUNDS?

a. As stated earlier, the Department does not object to Xcel Energy’s proposal to combine its
DOE, property tax, incentive compensation, capital true-up and net operating loss refunds
because it is more efficient to do so and as long as the interest on these refund amounts
accrue until the excess rate recoveries are refunded.

b. Prior toissuing its 2022 combined refund, Xcel Energy intends to finalize the relevant
customer bill message in consultation with the Commission’s Consumer Affairs Office.?®

c. The following table summarizes the combined refunds:

29 Xcel’s 2022 Property Tax True-Up Report & Combined Refund Plan, p. 6.
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Table 5: Proposed Combined Residential Customer Refunds>°

Refund Item Refund Amt* Allocation to Class Methodology Int. Rate Est. Refund (Res Cust)
DOE #14 $12.3 million 2022 Nuc Plant Strat/Cap & Energy Alloc 3.83% $3.40

Prop Tax $11.3 million 2022 Property Tax Allocation 3.73% $4.29

AlP $1.4 million 2022 Revenue Allocation 3.73% $0.48

Cap. T-Up $13.5 million 2022 Rate Base Allocation 3.73% $4.89

NOL $1.6 million 2022 Rate Base Allocation 3.73% $0.59

Total $40.1 million** - - $13.65*%*

*Not Including Interest **Rounded

G. IS THE PROPOSED COMBINED REFUND DATE REASONABLE?

Yes. The most recent DOE settlement refund required a notice to be sent within 35 days of receipt of
funds and for the refund plan to begin within 35 days if there are no objections from the Department.
Using this as a baseline, 35 days after the Commission’s Order approving these five refunds also seems
like a reasonable timeline for customers to receive all five of the proposed bill credits and/or refunds in
this petition. As noted earlier, the Company plans to issue customer refunds in the 2"¢ quarter of 2024.

H. HOW SHOULD XCEL ENERGY APPLY INTEREST ON THE COMBINED REFUNDS?

The Department sent Department Information Request No. 23! to the Company relating to the start
date of accumulating interest on November 3, 2023 and the Company responded that “The compliance
filings were due 30 days after the final written order and consistent with past practice, the calculation
of interest begins on the due date of the compliance filing when the refund amount is known.”

The Department also asked about using the cost of short-term debt instead of the prime rate typically
required in refund cases, the Company stated:

Consistent with the compliance filings for the last property tax and NOL
refunds, the Company used the last authorized short-term debt rate to
calculate interest for the Property Tax and NOL refunds. The Company
used the last authorized short-term debt rate to calculate interest for the
AIP and capital true up refunds to establish consistency across all of these
refund mechanisms with the level approved in the most recent rate case.
In addition, this change was made to avoid the unnecessary confusion
created in the past where various interest rates were used across the
various refund mechanisms. The compliance filings for recovery refunds
are typically due 30 days after the final written order and consistent with
past practice, the calculation of interest begins on the due date of the
compliance filing when the refund amount is known.

30 Xcel’s Notice of Receipt of Fourteenth DOE Settlement Payment and Refund Plan, filed December 22, 2023, p.5.
31 Xcel’s response to Department Information Request No. 2, see Department Attachment B.
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The Department does not object to using the same 3.735 approved short-term debt interest rate for
four of the refunds (we agreed with Xcel’s use of the 3.83% highest interest rate quoted for its DOE
refund) to simplify future refunds and because the short-term debt rate has been allowed in some past
refunds. However, it is not clear that using the cost of short-term debt is the best decision for
customers. The department notes that prime rate varied from 3.25-7.27% in 2022 (average of 4.85%)
and 7.5-8.5% in 2023 (average of 8.19%) which would determine higher customer refunds. As a result,
the Department does not oppose to the Company being required to use the prime rate for the four
refunds (not including DOE refund) if the Commission or parties support use of the prime rate instead
of the short-term debt rate.
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Xcel Energy Information Request No. 1
Docket No.: E,G002/M-23-468

Response To: Minnesota Department of Commerce

Requestor: Holly Jones

Date Received:  January 5, 2024

Question:

Topic: Annual Incentive Compensation (AIP)
Reference(s): Xcel’s November 3, 2023 Petition AIP Refund 21-630 & 23-468

The Commission’s July 17, 2023 Rate Case Order in Docket E002/GR-21-630
specifically ordering paragraph 8 states: ““The Commission approves Xcel’s 2022-2024
Minnesota jurisdictional annual incentive plan compensation expense of $22.878
million, $23.589 million and $24.324 million, respectively which results in 2022-2024
revenue requirement reductions of $1.127 million, $1.161 million and $1.197 million,
respectively.”

However, in Xcel’s filing dated November 3, 2023 on page 30, the Company used
$20,603,598 as the amount approved in base rates for 2022 AIP. Please explain and
provide supporting calculations for the $20,603,598 used in the 2022 AIP Refund,
instead of the amount approved in the rate case of $22,878,000 on a Minnesota
Jurisdictional basis per the Commission’s Order.

Response:

Consistent with prior compliance filings, the baseline comparison for the Minnesota
Electric jurisdiction AIP is net of Interchange billings to NSP-Wisconsin. Production,
Transmission, and Regional Market AIP expenses are subject to a revenue offset
through the Interchange Agreement. This revenue offset amount is shown on the
“Interchange Impact” line in the table below.

The Commission’s rate case Order in Docket E002/GR-21-630 also states in ordering
paragraph 6, “The annual incentive plan compensation of Xcel’s top ten highest-paid
officers and employees is not recoverable.” This adjustment is shown on the “AlP for
Top Ten Compensated” line in the table below.

The following table provides the calculation of the 2022 AIP baseline amount of
$20.6 million.



2022 TY
($ mil)

Production $10.544 | included in Interchange
Transmission 0.974 | included in Interchange
Regional Market Expenses 0.030 | included in Interchange
Distribution 0.462
Customer Accounts 1.184
Customer Service 0.046
Sales 0.107
A&G 12.409
Minnesota Electric AIP $25.756
AIP over 20% Base Pay (1.751)
Incremental AIP for 15% cap (1.127) | Ordering paragraphs 4 and 8
MN Electric AIP after cap reduction $22.878 | Ordering paragraph 8
Interchange Allocator 83.6779% | Ordering paragraph 44
Interchange Impact (1.88)
AIP for Top Ten Compensated 0.39) | Ordering paragraph 6
MN Electric AIP in Base Rates net of
I/ A billings to NSPW $ 20.604 | Baseline in AIP Compliance
Preparer: Mary Pope
Title: Principal Rate Analyst
Department: ~ Revenue Requirement North
Telephone: 612-330-6574
Date: January 16, 2024
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Xcel Energy Information Request No. 2
Docket No.: E,G002/M-23-468

Response To: Minnesota Department of Commerce

Requestor: Holly Jones

Date Received:  January 5, 2024

Question:

Topic: Interest on Refunds
Reference(s): Xcel’s November 3, 2023 Petition Various Refunds 21-630 and 23-468

a) Please explain why November 4, 2023 is the appropriate date to start providing
interest to ratepayers on the various Capital True-Up, AIP, Property Tax, NOL
Tax and DOE Settlement? Why should the interest on these refunds start on
October 6, 2023 the date of the Commission’s Rehearing Order in Docket No.
E002/GR-21-630?

b) Please explain why the interest rate used by Xcel for the various refunds is short-
term debt rate, instead of the prime rate usually required when making refunds to
customers.

Response:

a) The compliance filings were due 30 days after the final written order and
consistent with past practice, the calculation of interest begins on the due date of
the compliance filing when the refund amount is known.

b) Consistent with the compliance filings for the last property tax and NOL refunds,
the Company used the last authorized short-term debt rate to calculate interest for
the Property Tax and NOL refunds.

The Company used the last authorized short-term debt rate to calculate interest for
the AIP and capital true up refunds to establish consistency across all of these
refund mechanisms with the level approved in the most recent rate case. In
addition, this change was made to avoid the unnecessary confusion created in the
past where various interest rates were used across the various refund mechanisms.

Preparer: Mary Pope
Title: Principle Rate Analyst
Department: ~ Revenue Requirements North

Telephone: 612-330-6574
Date: January 16, 2024
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