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February 12, 2024
—YVia Electronic Filing—
Will Seuffert
Executive Secretary
Minnesota Public Utilities Commission
121 7™ Place East, Suite 350
St. Paul, MN 55101

RE: REPLY COMMENTS
2022 MYRP TRUE-UPS, DOE #14 AND COMBINED REFUND PLAN
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, AND E,G002/M-23-468

Dear Mr. Seuffert:

Northern States Power Company, doing business as Xcel Energy, submits this Reply
to the February 2, 2024 Comments of the Department of Commerce, Division of
Energy Resources (Department) regarding the Company’s Fourteenth Department of
Energy Settlement Payment, 2022 Property Tax True-Up Report, Annual Report of
2022 Incentive Compensation Plan, 2022 Capital True-Up, 2022 Annual Compliance
Report on Regulatory Treatment of Net Operating Loss and our proposed Combined
Refund Plan in the above-referenced dockets.

We appreciate the Department’s thorough review of our reports and recommended
approval of our combined refund plan. In our Reply, we respond to Department
Comments regarding the Incentive Compensation Plan Annual Report, the combined
refund interest rate calculation, and the proposed combined refund date.

A. Proposed AIP Reporting Modifications

In the Company’s November 3, 2023 Incentive Compensation Report filed in Docket
No. E,G002/M-23-468, we proposed reporting modifications to increase efficiency of
review by eliminating report contents that are no longer relevant to the current
administration of our Plan. The Company proposed to eliminate the current Incentive
Compensation Annual Report in its current state and to report on our refund



obligation beginning with the Annual Report for Plan Year 2023 to be filed in 2024.
This report will continue to provide the Commission the details needed to ensure
there is no over-recovery of Annual Incentive Program (AIP) costs, while achieving
greater regulatory efficiency.

The Department does not oppose the Company’s recommendation to eliminate
Attachments A and B from future AIP reports, though recommends continuing to
include Attachments D and the new Attachment H. The Company does not object to
continuing to include Attachments D and H in the AIP Annual Report. We note that
we would discuss any significant changes to the incentive plan design currently
reflected in Attachments A and B in future rate cases.

It is our understanding that the Department accepts our recommendation for future
AIP Annual Reports to include information in the narrative related to the refund
obligation and to no longer include information about the Plan description or an
evaluation of the AIP, Sections I and III of the current report. We note that the
Commission’s December 30, 1992 ORDER AFTER RECONSIDERATION in Docket No.
E002/GR-92-1186 and its January 14, 1994 ORDER AFTER RECONSIDERATION in
Docket No. E002/GR-92-1185 require the Company to include in its annual report
on incentive compensation “an evaluation of the plan’s success in meeting its stated
goals, including controlling overall compensation costs.” The Company seeks
Commission approval to eliminate this requirement.

It is the Company’s understanding that the Department also supports our proposal to
net the 2022 natural gas AIP refund with the 2022 and 2023 natural gas property tax
true-ups and the 2023 natural gas AIP refund if there is a refund for 2023.

B. Interest Rate Calculation

The Department recommends the Commission require the Company to apply the
Company’s approved short-term debt rate to its combined property tax, incentive
compensation, capital true-up, and net operating loss refund as proposed by the
Company. However, the Department indicates it is not opposed to the Company
being required to use the prime rate for the four combined refunds (not including the

DOE refund).

The Company continues to support the use of the short-term rate to calculate interest
for the combined refund. The short-term debt rate is appropriate to use in this case
since it was part of the capital structure approved by the Commission in the last rate
case and provides a consistent interest rate to be applied going forward. Using the



short-term debt rate to calculate the interest for the refund balances also aligns the
customer-provided capital with the appropriate cost of capital included in base rates.
While the prime rate is currently higher than the short-term debt rate, in prior years
the opposite has also been true, and therefore the use of a Commission approved rate
that credits customers consistent with the cost of capital in base rates is the most
appropriate interest rate to be applied to this combined refund.

The Company takes seriously its obligation to true-up these trackers and implement a
refund to customers in as timely a manner as possible. We believe the refund process
will be smoother if the same interest rate is applied to all four of the MYRP refunds
and is consistently applied each year. We believe establishing the short-term debt as
the interest rate to be applied in future years’ true-ups will simplify review of the
compliance filings and maintain consistency.

As discussed in more detail below, we are prepared to begin implementation of the
combined refund in the second quarter of 2024.

C. Combined Refund Timing

Should the Commission approve, we will begin implementation of the combined
refund in the second quarter of 2024. If Commission approval is not received in time
to begin implementing the refund in the second quarter, we will begin implementation
as soon as possible.

Order Point 4 of the Commission’s April 20, 2022 Order in Docket No. E002/M-21-
815 states that if the Department does not make an objection to the refund plan
within 35 days, the Company will proceed with the refund as outlined in the refund
plan. The Order also requires the Company to make a compliance filing within 35
days of the completion of the refund detailing the final refund amounts. We clarify
that the April 20, 2022 Order does not require that implementation of the refund
begin within 35 days of the Department’s comments. As the Company has previously
noted, the setup, testing, and posting to customer accounts for this type of refund
typically involves an eight-week process. Implementation of the refund will start after
we have received the Commission’s Order. The Company is able to comply with the
35-day compliance filing requirement after the conclusion of the refund.



D. Conclusion

The Company respectfully requests the Commission approve the short-term interest
rate to be applied to the MYRP true-up combined refund in this and future years’
true-up filings.

We have electronically filed this document with the Minnesota Public Utilities
Commission, and copies have been served on the parties on the attached service list.
Please contact Pamela Gibbs at pamela.k.gibbs@xcelenergy.com or contact me at
amber.r.hedlund(@xcelenergy.com if you have any questions regarding this filing.

Sincerely,

/s/

AMBER R. HEDLUND
REGULATORY MANAGER

cc: Service Lists


mailto:pamela.k.gibbs@xcelenergy.com
mailto:amber.r.hedlund@xcelenergy.com

CERTIFICATE OF SERVICE

I, Marie Horner, hereby certify that I have this day served copies of the foregoing
document on the attached list of persons.

xx by depositing a true and correct copy thereof, properly enveloped
with postage paid in the United States mail at Minneapolis, Minnesota
xx electronic filing
DoOCKET NoSs. E002/GR-92-1185, G002/ GR-92-1186, E002/10-971, 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

Dated this 12" day of February 2024

/s/

Marie Horner
Regulatory Administrator
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