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In the Matter of the Petition of Northern States Power Company (Xcel) for Approval of
Modifications to its Interruptible Service Tariffs

The above entitled matter has been considered by the Commission and the following disposition
made:

Adopted and approved the Department’s recommendations, including the increase
in the penalty charge for unauthorized use of gas from $1 per therm to $5 per therm.

Xcel shall make a compliance filing within 30 days that states Xcel’s proposed
policies and procedures regarding disconnection of service for unauthorized gas
consumption and includes a draft tariff that illustrates this policy.

The Commission agrees with and adopts the recommendations of the Department of Commerce,
which are attached and hereby incorporated into the Order, as amended above. This Order shall
become effective immediately.

BY ORDER OF THE COMMISSION

G, s

Burl W. Haar
Executive Secretary

This document can be made available in alternative formats e.g., large print or audio) by calling
651.296.0406 (voice). Persons with hearing loss or speech disabilities may call us through their
preferred Telecommunications Relay Service.
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August 4, 2014

Burl W. Haar

Executive Secretary

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

St. Paul, Minnesota 55101-2147

RE: Comments of the Minnesota Department of Commerce, Division of Energy Resources
Docket No. GO02/M-14-540

Dear Dr. Haar:

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

Petition of Northern States Power Company (Xcel or the Company) for Approval of
Modifications to the Interruptible Service Tariff.

The Petition was filed on June 27, 2014. The petitioner on behalf of Xcel is:

Paul J. Lehman

Manager, Regulatory Compliance and Filings
Xcel Energy

414 Nicollet Mall - 7th Floor

Minneapolis, MN 55401

The Department recommends that the Minnesota Public Utilities Commission (Commission)
approve, with modifications, Xcel's Petition. The Department also recommends that the
Commission require that the Company address other filing requirements discussed in the
body of these Comments.

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

/s/ ADAM J. HEINEN

Rates Analyst

651-539-1825

AJH/ja
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l SUMMARY OF XCEL'S REQUEST

Northern States Power Company (Xcel or the Company) filed a request for modifications to
its interruptible service tariff (Petition) on June 27, 2014, with the Minnesota Public Utilities
Commission (Commission). The Company requested Commission approval to place the tariff
modifications into effect on October 1, 2014. The Company stated that that the requested
implementation date would allow the Commission sufficient time to review the filing without
suspending the proposed tariff change and it would allow the Petition to comply with the 60-
day notice period required in Minnesota Statute § 216B.16.

Xcel indicated that this Petition is in response to operating conditions during the most recent
heating season (2013-2014). This heating season was marked by extreme weather
conditions and an unusual number of interruption events compared to recent history. Along
with these interruption events, Xcel stated that it had an unprecedented number of
interruptible service customers not curtailing their usage when curtailments had been
called, which did not produce the expected level of load relief, and prompted concerns about
maintaining system operations for firm customers. Xcel noted that about 40 percent of its
interruptible customers used unauthorized gas during at least one interruptible event and
some customers used unauthorized gas during every curtailment event. Further, Xcel stated
that certain customers have coined the term “penalty gas option” to refer to such
unauthorized usage.

Based on its review of the past heating season, and the operational response of certain
interruptible customers, Xcel concluded that a change in its interruptible service tariff was
necessary. Through its review of the current tariff language, the Company identified three
areas in the tariff that need modification. First, Xcel recommended a modification in its
penalty from $1.00 per therm to $5.00 per therm, which would bring the penalties in line
with similar utility tariffs in neighboring states. Second, the Company proposed additional,
stronger language in the tariff stating that payment of the penalty does not give the
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customer the right to take unauthorized gas and reiterating that Xcel has the right to shut off
a customer’s gas for failure to curtail. Third, the Company identified various typographical
and formatting errors that require correction.

The Minnesota Department of Commerce, Division of Energy Resources (Department)
reviews the Company’s Petition below.

Il. DEPARTMENT’S ANALYSIS OF XCEL'S REQUEST

The Department’s analysis is divided into the following sections: 1) importance of correct
consumption by interruptible customers; 2) reasonableness of proposed penalty charge; 3)
reasonableness of changes to tariff language; 4) Department’s proposed additions to the
tariff; and 5) reasonableness of other changes to Xcel’s interruptible tariff.

A. IMPORTANCE OF CORRECT CONSUMPTION BY INTERRUPTIBLE CUSTOMERS

The Department appreciates Xcel’s proactive response to widespread unauthorized
consumption by interruptible customers during the most recent heating season. When
interruptible customers operate in a manner outside of the tariff (e.g., consuming gas during
a called interruption), it can impair firm system reliability. As noted by Xcel in the Petition,
system reliability on a peak day is modeled for firm customers only; in other words, on a
peak day it is assumed that all interruptible customers have stopped using gas. If, for any
reason, interruptible customers have not stopped consumption on a peak day, the possibility
exists that system reliability will be impaired and firm customers may lose service.

In addition, the expected level of peak-day consumption is used to set the demand portion
of the commodity cost of gas, which is only charged to firm customers. If consumption by
interruptible customers regularly occurs on a peak day and cannot be distinguished from
firm consumption, then expected consumption on a peak day will be over-estimated and the
Company will procure more demand entitlements than would be the case if peak-day
consumption were estimated based only on firm customer consumption. These additional
demand entitlements will create higher rates for firm customers; those customers creating
the need for these additional costs (i.e., interruptible customers) will not share in the cost.

B. REASONABLENESS OF PROPOSED PENALTY CHARGE

Charges for unauthorized gas usage by interruptible customers are intended to penalize
customers, regardless of the reason for using gas, and also as a deterrent against
unauthorized usage. As noted in Xcel’s Petition, and earlier in these Comments, the
Company experienced widespread unauthorized usage by interruptible customers during
curtailment periods this past heating season. Xcel explained that some of this unauthorized
use was made for economic purposes, which suggests that the currently approved penalty is
insufficient. Therefore, the Company proposed an increase in the charge for unauthorized
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use to $5.00 per therm from $1.00 per therm.® In its Petition, Xcel provided a brief
explanation of why it believes $5.00 per therm is a reasonable penalty charge going forward.

The Company stated that the $5.00 per therm rate is reasonable because it is slightly higher
than both the peak propane rates and natural gas spot prices experienced during the most
recent heating season. In addition, Xcel provided a list of various interruptible penalties in
the region that showed that the $5.00 per therm proposed rate is within the $2.00 to
$10.00 per therm penalty range that other utilities in the region currently have in place.

The Department concludes that, to be effective, the penalty charge should be set at a level
that is punitive enough that unauthorized use is eliminated or only occurs infrequently.2
Xcel indicated that some interruptible customers were choosing to incur the penalty charge
as an economic decision. For example, during the past heating season, assuming that an
interruptible customer purchased backup propane gas during the preceding summer
months (DOC Attachment 1), the Department estimated that the cost of natural gas,
including the use penalty, was still $1 to $2 per Dekatherm (Dkt) cheaper than propane
(DOC Attachment 2). In other words, even assuming the lowest possible alternative fuel
replacement cost, natural gas, including the penalty, was still the least cost option. Xcel's
proposed $5 per therm($50 per Dkt) penalty significantly increases the effective cost of
natural gas if it is used during a called interruption. Even if an interruptible customer were
to purchase back-up propane at the highest prices experienced during the 2013-2014
heating season (approximately $38.70 per Dkt as reported by Xcel), the cost of natural gas
including the new penalty (approximately $55 per Dkt based on recent commodity costs), is
significantly higher than the cost of propane (DOC Attachment 3).

The Department generally agrees that the proposed $5 per therm is reasonable since it
brings the price of unauthorized gas above the cost of propane at its highest winter price;
however, it is important to note that that this price difference does not take into account
non-monetary reasons for choosing not to curtail (e.g., overall preference to natural gas,
ancillary costs involved with fuel switching). With any non-monetary reason, it is difficult to
determine the intangible benefit of natural gas; as such, the Department recommends that
the Company monitor unauthorized use in upcoming heating seasons and document
whether the penalty increase has had a meaningful impact on unauthorized usage. Xcel
should file this review, and analysis, on a going-forward basis in its annual true-up and
annual automatic adjustment dockets filed with the Commission on September 1st. If
unauthorized consumption does not decrease to an acceptable level, then additional tariff
changes, with potentially higher penalty rates, may be required.

1 The Department notes that a secondary penalty provision exists in the Company’s tariff. If the Company
incurs incremental costs greater than $1 per therm under the current tariff, or $5 per therm under the
proposed tariff language, as a result of a failure to curtail, Xcel will charge a customer, or customers, at that
higher, incremental rate.

2 The Department acknowledges that some level of unauthorized gas consumption, ideally de minimus, is likely
unavoidable.
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Based on its review, the Department recommends that the Commission approve Xcel’s
proposed $5 per therm unauthorized usage penalty.

C. REASONABLENESS OF CHANGES TO TARIFF LANGUAGE

In addition to an increase in the penalty charge for unauthorized gas use, the Company
proposed stronger language in its interruptible tariff pages in Section 5. Xcel’s current
interruptible tariff language states the following:

Such payments, however, shall not preclude the Company from shutting off
customer’s supply of gas in the event of customer’s failure to curtail, interrupt,
or restrict the use thereof when requested by the Company to do so.

Xcel proposed new language is, in its opinion, stronger and unambiguous by making it clear
that taking unauthorized gas is a violation of the interruptible tariff. The proposed language
is as follows:

The payment of a penalty shall not, under any circumstances,
be considered as giving the customer the right to continue to
take unauthorized gas. Nor shall such payment be considered
to exclude or limit any other remedies available to the
Company, including, but not limited to, shutting off customer’s
supply of gas in the event of customer’s failure to curtail,
interrupt, or restrict the use thereof when requested by the
Company to do so.

The Department appreciates this stronger language and concludes that the proposed
language clarifies the consequences of unauthorized gas use. The Department has also
identified other areas of Xcel’s tariff that should be updated with the Company’s proposed
language. Specifically, the Department recommends that the Commission require Xcel to
update the last sentence in Sub-Section 4.0 of all applicable gas service agreements in
Section 7 of the Company’s tariff, and the last sentence of the first paragraph in Section 6.2
of the General Rules and Regulations portion of the tariff book to reflect the modified tariff
language proposed by the Company in its Petition. The Department also recommends that
Xcel review its entire gas tariff and make any other changes needed to bring the rest of the
tariff in line with the language proposed in this Petition.

D. DEPARTMENT’S PROPOSED ADDITIONS TO THE TARIFF

The Department notes that there are several areas within Xcel's natural gas tariff book that
address interruptible service, and concludes that an additional statement in the interruptible
tariffs, interruptible gas service agreements, and general rules and regulations tariff
outlining the Company’s authority to manage system reliability is necessary. Section 6.1 of
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the General Rules and Regulations of Xcel’'s natural gas tariff book references 9 situations in
which a customer’s gas service may be disconnected, including “breach of contract for
service,” and “failure to comply with any of the Company’s rules on file with the Public
Utilities Commission.”3 Further, Section 6.2 states as follows, in relevant part:

If an interruptible customers fails to curtail customers use of
gas when requested to do so by the Company, customer shall
pay to the Company, in addition to the regular rate applicable to
the class of service rendered, the amount specified in the
“Additional Charge for Use of Gas During Curtailment” provision
of the applicable rate schedule. Such payments, however, shall
not preclude the Company from shutting off the customer’s
supply of gas in the event of customer’s failure to curtail
customer use thereof when requested by the Company to do so.

The above existing tariff language indicates that the Company already has the authority to
disconnect interruptible customers who fail to comply with a called curtailment. The
Department notes that a potential result of an interruptible customer having been shut off
due to failing to curtail is that the customer’s service is reinstated under a firm tariff.
Further, Xcel’s current tariff appears to be silent as who is responsible for the cost of
reconnection should an interruptible customer be disconnected for unauthorized use.
Therefore, the Department recommends that the following, more explicit, language outlining
the Company’s authority, and obligation, to maintain system reliability should be added to
Xcel’s tariff:

An interruptible customer’s unauthorized use of gas during an
interruption is a breach of the terms of service. Xcel reserves
the right to discontinue service for such unauthorized use of
gas and/or move non-compliant customers to a different rate
class. If an interruptible customer’s service is reconnected
following a breach of the terms of service or unauthorized use
of gas, the customer will reimburse the Company for the cost of
reconnection.

The Department recommends that this clarification be inserted at the end of the Additional
Charge for Unauthorized Use of Gas During Service Curtailment, Interruption, or Restriction
in each of the Company’s interruptible tariff sheets in Section 5, into the end of Sub-Section
4 of all relevant service agreements in Section 7 of Xcel’s tariff, and after the first paragraph
in Sub-Section 6.2 of the General Rules and Regulations of the Company’s tariff.

3 See DOC Attachment 4 for the current version of Sections 6.1 and 6.2.
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As noted above, Xcel has the authority to disconnect service for unauthorized use of gas.
However, it is unclear what amount of unauthorized use would warrant disconnection of
service and whether the threat of disconnection for unauthorized use will be exercised by
the Company. The Department requests that Xcel detail in Reply Comments its current
policies and procedures regarding the disconnection of service for unauthorized gas
consumption and submit a draft tariff that illustrates this policy. If the Company does not
currently have a policy or procedure in place, the Department recommends that Xcel
examine this issue in greater detail and make a compliance filing within 30 days of the
Commission’s Order in this docket, detailing the Company’s proposed policies and
procedures for the disconnection of service for unauthorized gas consumption, including
proposed revised tariff sheets incorporating those policies and procedures.

E. REASONABLENESS OF OTHER CHANGES TO INTERRUPTIBLE TARIFF

Xcel also proposed minor typographical and formatting changes to the interruptible tariff
(Section 5). The Department reviewed these changes and concludes that they are
reasonable.

. CONCLUSIONS AND RECOMMENDATIONS

The Department recommends that the Commission approve Xcel’s Petition with the
following modifications.

First, the Department recommends that Xcel’s proposed tariff language, quoted below, be
added to the last sentence in Sub-Section 4.0 of all applicable gas service agreements in
Section 7 of the Company’s tariff, and the last sentence of the first paragraph in Section 6.2
of the General Rules and Regulations portion of the tariff book:

The payment of a penalty shall not, under any circumstances,

be considered as giving the customer the right to continue to

take unauthorized gas. Nor shall such payment be considered

to exclude or limit any other remedies available to the

Company, including, but not limited to, shutting off customer’s

supply of gas in the event of customer’s failure to curtail,

interrupt, or restrict the use thereof when requested by the

Company to do so.

The Department also recommends that Xcel review its entire gas tariff and make any other
changes needed to bring the rest of the tariff in line with the above-quoted language.

Second, the Department recommends that the Commission require Xcel to include the
following language in its tariff:
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An interruptible customer’s unauthorized use of gas during an
interruption is a breach of the terms of service. Xcel reserves
the right to discontinue service for such unauthorized use of
gas and/or move non-compliant customers to a different rate
class. If an interruptible customer’s service is reconnected
following a breach of the terms of service or unauthorized use
of gas, the customer will reimburse the Company for the cost of
reconnection.

The Department recommends that this language be inserted at the end of the Additional
Charge for Unauthorized Use of Gas During Service Curtailment, Interruption, or Restriction
in each of the Company’s interruptible tariff sheets in Section 5, the end of Sub-Section 4 of
all relevant service agreements in Section 7 of Xcel's tariff, and after the first paragraph in
Sub-Section 6.2 of the General Rules and Regulations of the Company’s tariff (Section 6).

Third, beginning with the Company’s annual true-up and annual automatic adjustment filings
due on September 1, 2014, the Department recommends that the Commission require Xcel
to file a review and analysis of unauthorized gas consumption by interruptible customers
during the preceding heating season.

Finally, the Department requests that Xcel detail in Reply Comments its current policies and
procedures regarding the disconnection of service for unauthorized gas consumption and
submit a draft tariff that illustrates this policy. If the Company does not currently have a
policy or procedure in place, the Department recommends that the Commission require Xcel
to examine this issue in greater detail and make a compliance filing in this docket, within 30
days of the Commission’s Order in this docket, showing a draft of policies and procedures
for the disconnection of service for unauthorized gas consumption.

/ja
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Docket No. G0O02/M-14-540

DOC Attachment 4
Northern States Power Company, a Minnesota corporation Page 1 of 3
and wholly owned subsidiary of Xcel Energy Inc.
Minneapolis, Minnesota 55401
MINNESOTA GAS RATE BOOK - MPUC NO. 2
GENERAL RULES AND REGULATIONS (Continued) Section No. 6

2nd Revised Sheet No. 24

SECTION 6 CURTAILMENT OR INTERRUPTION OF SERVICE

6.1 REFUSAL OR DISCONTINUANCE OF SERVICE

With notice, the Company may refuse or discontinue service in accordance with the provisions of Minnesota
Rules 7820.1000 through 7820.3000 and as described in Section 9. Any inconsistency between these tariff
provisions and the rule provisions shall be resolved by applying the rule provisions for any of the following
reasons: (1) failure to pay amounts payable when due, when the amount outstanding equals or exceeds the
amount of the customer’s deposit; (2) failure to meet the Company's deposit or credit requirements; (3) breach
of contract for service; (4) failure to provide Company with reasonable access to its property or equipment; (5)
failure to make proper application for service; (6) failure to comply with any of the Company’s rules on file with
the Public Utilities Commission; (7) if the customer has failed to furnish service equipment, and/or rights-of-way
necessary to serve the customer as specified by the Company as a condition of service; (8) when necessary to
comply with any order or request of any governmental authority having jurisdiction; and (9) when determined by
the Public Utilities Commission as prescribed by relevant state or other applicable standards.

Upon such notice as is reasonable under the circumstances, the Company may temporarily discontinue gas
service when necessary to make repairs, replacements, or changes in the Company's equipment or facilities.

Without notice, the Company may disconnect gas service to any customer: (1) for unauthorized use or if the
customer has tampered with the Company’s equipment; or (2) in the event a condition appears to be hazardous
to the customer, to other customers, to the Company’s equipment, or to the public. Any discontinuance of gas
service will not relieve the customer from customer’s obligations to the Company.

6.2 CURTAILMENT OF COMPANY’S RETAIL SUPPLY

The Company may curtail the supply of gas under its retail rate schedule in accordance with the provisions of
this section. If a firm customer fails to curtail his use of gas when requested to do so by the Company, customer
shall pay to the Company, in addition to the regular rate applicable to the class of service rendered, the amount
which equals any payment the Company is required to make to its suppliers, transporters, or for peak shaving
costs as a result of such failure to curtail. If an interruptible customer fails to curtail customers use of gas when
requested to do so by the Company, customer shall pay to the Company, in addition to the regular rate
applicable to the class of service rendered, the amount specified in the “Additional Charge for Use of Gas During
Curtailment” provision of the applicable rate schedule. Such payments, however, shall not preclude the
Company from shutting off the customer’s supply of gas in the event of customer’s failure to curtail customer use
thereof when requested by the Company to do so.

(Continued on Sheet No. 6-25)
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Northern States Power Company, a Minnesota corporation

and wholly owned subsidiary of Xcel Energy Inc.

Minneapolis, Minnesota 55401

MINNESOTA GAS RATE BOOK - MPUC NO. 2

GENERAL RULES AND REGULATIONS (Continued) Section No. 6

Original Sheet No. 25

6.2 CURTAILMENT OF COMPANY’S RETAIL SUPPLY (Continued)

The Company may curtail the supply of gas to all customers according to the following schedule of priority of service
categories in emergency situations where Company’s firm suppliers are not available. In order to avoid exceeding
contract demand on any billing day, the Company may curtail the supply of gas to those customers receiving service
under interruptible gas service agreements according to the following schedule of priority of service categories. Over
a reasonable period of time, all customers purchasing gas under the same rate schedule within each category will be
treated alike as far as practicable. The customer shall supply the Company with names of persons authorized to
receive and effectuate such curtaiiment requests. Curtailment of supply of gas shall begin with Priority Category 8 and
progress to Priority Category 1.

Schedule of Priority of Service Categories
1. a. Residential, small commercial, and irrigation requirements less than 500 Therms on a peak day.

b.  All commercial and irrigation requirements from 500 Therms per day through 1,999 Therms per day
and all industrial requirements through 1,999 Therms per day.

c. Company storage injection requirements.

d. Requirements greater than 1,999 Therms per day for schools, hospitals, sanitation facilities,
correctional institutions, police protection, and fire protection except where the requirements can be
satisfied through the utilization of existing alternate fuel capability. Propane is not considered an
alternate fuel for establishing user priorities.

e.  Requirements for compressed natural gas service and requirements for essential agricultural uses as
certified by the USDA except where the requirements can be satisfied through the utilization of
existing alternate fuel capability. Propane is not considered an alternate fuel for establishing user
priorities.

When curtailment in this Category 1 is required, the order of curtailment shall be (e), (d), (c), (b), and then
(a).

2. Requirements for essential process and feedstock uses and plant protection other than when production
operations are shutdown, except where the requirements can be satisfied through the utilization of existing
alternate fuel capability. Propane is not considered an alternate fuel for establishing user priorities.

3. All commercial and industrial requirements from 2,000 Therms per day through 4,999 Therms per day, not
otherwise classified.

(Continued on Sheet No. 6-26)
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Northern States Power Company, a Minnesota corporation

Minneapolis, Minnesota 55401

MINNESOTA GAS RATE BOOK - MPUC NO. 2

GENERAL RULES AND REGULATIONS (Continued) Section No. 6

1st Revised Sheet No. 26

6.2 CURTAILMENT OF COMPANY’S RETAIL SUPPLY (Continued)

Schedule of Priority of Service Categories (Continued)

4. All commercial and industrial requirements for non-boiler use 5,000 Therms per day and over, not
otherwise classified; all commercial requirements from 5,000 Therms per day through 14,999 Therms per
day, not otherwise classified.

5. Industrial requirements for boiler fuel use from 5,000 Therms per day through 14,999 Therms per day, not
otherwise classified.

6. Commercial and industrial requirements for boiler fuel use from 15,000 Therms per day through 29,999
Therms per day, not otherwise classified.

7.  Commercial and industrial requirements for boiler fuel use from 30,000 Therms per day through 100,000
Therms per day, not otherwise classified.

8. Commercial and industrial requirements for boiler fuel use over 100,000 Therms per day, not otherwise
classified.

9.  Gas consumed for generation of electricity.

Date Filed: 11-12-09 By: Judy M. Poferl Effective Date: 05-01-11
President and CEO of Northern States Power Company, a Minnesota corporation
Docket No.  G002/GR-09-1153 Order Date: 12-06-10
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