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November 14, 2014 

 
 
Burl W. Haar ―Via Electronic Filing― 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101 
 

RE: SUPPLEMENTAL REPLY COMMENTS 
GAS UTILITY INFRASTRUCTURE COST RIDER 

 DOCKET NO. G002/M-14-336 
 

Dear Dr. Haar: 

Northern States Power Company, doing business as Xcel Energy, submits Comments 
addressing the October 27, 2014 Reply Comments of the Office of the Attorney 
General-Antitrust and Utilities Division (OAG) regarding our August 1, 2014 Petition 
requesting approval of recovery of gas utility infrastructure costs (GUIC) through a 
GUIC Rider pursuant to Minn. Stat. § 216B.1635.  In response to the OAG’s Reply 
Comments, on November 7, 2014 the Department of Commerce, Division of Energy  
Resources (Department) submitted Comments offering further discussion of its review 
of our Petition to ensure the Commission has an accurate record.  We appreciate the 
Department’s continued recommendations that the Commission approve our Petition.   
 
To clarify the record for the Commission, in these Comments, we respond to four 
points raised in the OAG’s Reply Comments. 
 

1.  Recovery through the GUIC Rider 
 
The OAG takes the position that the Company should not recover GUIC costs 
through a rider, but rather in a general rate case.  While acknowledging that 
§ 216B.1635 provides statutory authority for the Company to recover gas utility 
infrastructure costs through a rider, the OAG states that a rate case provides the  
best mechanism to protect ratepayers.  The OAG states that a general rate case  
allows thorough discovery, an in-depth analysis, and consideration of the revenue 
requirements of all costs.  
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The OAG takes specific issue with the two deferred accounting Orders1 and the 
corresponding costs associated with the Company’s gas pipeline integrity management 
plans that we included in our Petition.  The OAG argues that the Company is 
essentially seeking reconsideration of those two Orders rather than seeking recovery 
of the deferred costs in our next general rate case, and that such recovery “requires 
extensive disclosures for the purpose of determining whether the deferred costs are 
recoverable.”2   
 
Both the 2015 forecasted costs and the Commission approved deferred costs are 
appropriate for GUIC Rider recovery.  We seek recovery of the deferred costs through 
a rider because the deferred costs are consistent with the eligibility requirements as set 
forth in the recently amended GUIC statute, § 216B.1635.  The deferred costs relate to 
assessments, reassessments, and other work necessary to determine the need for 
replacement or modification of the gas infrastructure.  Additionally, our Petition 
includes, and the Department reviewed in its investigation, all the information those 
Orders required submitted when the Company seeks recovery of the deferred costs.   
 
The Company has provided extensive information regarding the deferred costs, as well 
as the forecasted 2015 costs.  In both dockets in which the Commission granted 
deferred accounting, the Commission required that the Company file a summary of 
deferred costs 60 days in advance of a filing requesting recovery of these costs.  The 
purpose of this requirement is to ensure sufficient time for review of the deferred costs 
in a later rate proceeding.  Therefore, on April 24, 2014, the Company submitted a 
compliance filing providing required information related to the Company’s deferred gas 
utility infrastructure costs.  Also in the compliance filing, we stated our intention to file 
this Petition for approval to establish a Gas Utility Infrastructure Cost Rider and 
recover both 2015 forecast costs, as well as previously deferred costs.  In our August 1, 
2014 Petition, we provided substantial information regarding TIMP and DIMP project 
need and descriptions, forecasted 2015 costs, deferred costs, O&M costs, and the 
revenue requirements.   
 
In addition to the Company’s authority in statute to seek cost recovery through a  
rider mechanism, we note additional customer benefits that flow from exercising this 
authority.  Were the Company to seek a rate increase through a general rate case, the 
request would include additional costs not reflected in our current Petition.  This is 
because there are other costs which drive our revenue deficiency excluded from this 
rider Petition. 
                                                 
1 Order Approving Deferred Accounting for Costs to Comply with Gas Pipeline Safety Programs,  

Docket No. G002/M-12-248 (Jan. 28, 2013); Order Granting Deferred Accounting Treatment,  
Docket No. G002/M-10-422 (Jan. 12, 2011). 
2 OAG Comments at p. 7. 
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Along with the information provided in our April 24, 2014 pre-filing and August 1, 
2014 GUIC Petition, the Company also issued a press release discussing the request, 
including project details, proposed 2015 cost recovery level, and residential customer 
bill impacts. 
 
The Department’s November 7 Comments in Response to the OAG’s Reply 
Comments further detail the in-depth review and analysis that the Department 
conducted.  We appreciate the Department’s substantive and thorough investigation 
and ultimate approval recommendation.  
 

2.  Previous GUIC Statute   
 
The OAG questions why the Company did not seek recovery of the deferred costs 
under the previous initially enacted 2005 GUIC Statute at the time we requested 
deferred accounting.  The 2005 version of the GUIC statute did not provide for 
recovery of the gas infrastructure costs previously deferred and currently being sought 
in this Petition.  Rather, the previous statute allowed for recovery of costs related to the 
relocation of natural gas facilities, while the recently amended language allows recovery 
of the modification and replacement of infrastructure, and also assessments, 
reassessments, and other work necessary to determine the need for replacement or 
modification of the gas infrastructure.  Therefore, the 2005 version of the GUIC 
statute did not provide for recovery of the costs included in the deferral Orders.    
 

3.  Cost of Equity  
 
The Company does not support the OAG’s recommendation regarding the return on 
equity.  The Company's actual weather normalized returns filed in each jurisdictional 
annual report since our last gas rate case demonstrate that we have not over earned the 
authorized return established in the Company's last case. 
 
As stated in our October 23, 2014 Reply Comments, the Company continues to 
support use of a 7.56 percent weighted average cost of capital (WACC).  The debt  
rates used in the Company’s figure are supported in our current electric rate case,  
and the Department agrees that the WACC is reasonable.  
 

4.  Rate Design 
 
The OAG recommends allocating the GUIC Rider costs to class based on the class 
apportionment of revenues from the Company’s last gas rate case, instead of the Class 
Cost of Service Study (CCOSS) based rate base allocator that the Company recommends.  
As explained in the Company’s Petition, the rate base allocator is most appropriate 



 
 

4 

 

because it closely resembles how these costs would be assigned to class as part of base 
rates in a natural gas rate case.  The Company does not have a CCOSS at the ordered 
level of revenue, but as shown in the following table, there is very little difference 
between the proposed and final level of rate base.  
 
 

Base 
Docket No. G002/GR-09-1153 

Proposed ($000) 440,597 

Approved ($000) 438,315 

Difference ($000)   -2,282 

   -0.5% 

 
 
In response to the OAG, the Company has also prepared an allocation for comparison 
purposes based on the overall base revenue apportionment, which is how the Company 
has allocated interim increases in gas rate cases.  The table below shows the class 
allocations for the Company’s rate base allocation method as proposed, as well as the 
overall base revenue apportionment.  The average monthly bill impact for a typical 
residential customer is similar in both cases, as shown at the bottom of the table. 
 
 

Class Apportionment 

 
 

Rate Base Allocation 
(Company Proposal) 

Base Revenue  
Apportionment 

 % Millions of $ % Millions of $ 

Residential 72.9% $10.876 67.1% $10.047 

Commercial Firm 16.4%   $2.450 21.3%  $3.177 

Comm Dmd Billed  1.0%   $0.151  2.1% $0.314 

Interruptible 3.2%   $0.471  5.7% $0.845 

Transportation 6.7%   $0.997  3.8% $0.562 

Total    100.0% $14.945    100.0%       $14.945 

     

Typical Residential 
Bill Impact 

3% $2.22 3% $2.05 
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In conclusion, we clarify that the Company is authorized through the recently amended 
GUIC statute to seek recovery of gas infrastructure costs through a rate rider, and we 
note that the Company has provided sufficient information on its deferred and 
forecasted costs on which the Commission can make its determination.  We note that 
we support the Department’s suggested WACC rate of 7.56 percent, but we do not 
support the OAG’s recommendation of a lower rate of return on equity.  Finally, we 
note that the Company’s proposed rider rate design closely resembles the cost 
allocations that would be used in a natural gas rate case, and is therefore appropriate 
for the proposed rider.  
 
We have electronically filed this document with the Commission, and copies have been 
served on the parties on the attached service list.  Please contact me at (612) 330-6613 
or amy.a.liberkowski@xcelenergy.com if you have any questions regarding this matter. 
 
SINCERELY, 
 

/s/ 
 

AMY A. LIBERKOWSKI 
MANAGER, REGULATORY ANALYSIS 
 
 
c:  Service List 



CERTIFICATE OF SERVICE 
 
 
I, Tiffany R. Hughes, hereby certify that I have this day served copies or summaries of 
the foregoing document on the attached list(s) 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 

 
 
Docket No. G002/M-14-336 
 
 
Dated this 14th day of November 2014 
 
 
                   /s/ 
___________________________ 
Tiffany R. Hughes 
Records Analyst 
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