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REPLY COMMENTS OF THE OFFICE
OF THE ATTORNEY GENERAL
The Office of Attorney General - Residential Utilities and Antitrust Division (“OAG”)
submits these Comments in response to the compliance filings submitted by Northern States
Power Company (“Xcel” or “the Company”) on June 3 and June 11, 2015 regarding its legal
dispute with Babcock & Wilcox Nuclear Energy, Inc. (“BWNE”). The Commission should
accept Xcel’s proposed refund and order the Company to incorporate its proposed adjustment
into the interim rate refund and the calculation of final rates.
In its May 8, 2015 Findings of Fact, Conclusions, and Order, the Commission required
Xcel to take several steps regarding its lawsuit with BWNE. In particular, the Commission’s
Order stated:
32. Any costs included in rate base but not paid shall be
refunded as part of either the 2014 or 2015 refunds. If the lawsuit
is not resolved at either of those times, then the refund should be
made within 60 days after the lawsuit is resolved.
BWNE had previously filed a claim against Xcel for approximately $46 million. Xcel

states that $40 million of this claim was “accrued” by the Company. Of that $40 million, $29

million was recorded in Xcel’s Plant in Service accounts, and $11 million was recorded as



removal costs that reduced accumulated depreciation. Xcel did not specify why the remaining
$6 million was not explained. Xcel subsequently settled its dispute and agreed to pay
approximately $36 million to BWNE, which represents a savings of $4 million compared to the
amount that Xcel previously accrued.

Xcel proposes to recognize the $4 million in savings by reducing its 2014 Plant in
Service beginning balance by $2.8 million, and increasing its 2014 accumulated depreciation
beginning balance by $1.2 million. These changes result in a revenue requirement reduction of
$367,000 in 2014, Xcel proposes to refund this amount to ratepayers by adjusting “2014 final
revenue requirements downward by this amount” and calculating refunds based on the adjusted
amount.

Xcel’s proposal to reduce its 2014 revenue requirement by $367,000 satisfies the
Commission’s requirement that Xcel refund “costs included in rate base but not paid.” Because
the settlement took place shortly after the Commission’s decision, it can be incorporated into
both the interim rate refund, and the calculation of final rates, for 2014 and 2015. Attachment A
provides the financial impact that the BWNE adjustment will have on the interim rate refund.
Xcel indicates that its settlement with BWNE will reduce the 2014 revenue requirement by
$367,000. Adjusting the revenue requirement will lead to changes to the interim refund in both
2014 and 2015. In addition to reducing the revenue requirement for both 2014 and 2015, the
BWNE adjustment will have impacts on calculating interest and surcharges. As detailed in
Attachment A, the financial impact of adjusting the revenue requirement will increase the interim

rate refund by approximately $528,000 over the two years.



The Commission should incorporate the BWNE adjustment into the interim rate refund as
described in Attachment A, and should ensure that the BWNE adjustment is also reflected in the

calculation of final rates.
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OAG Comments — June 30, 2015
Attachment A — Adjustment for BWNE

OAG Interim Rate Refund Schedules — Adjusted for BWNE

Xcel proposes to recognize the settlement of the BWNE litigation by reducing the 2014
Plant in Service beginning balance by $2.8 million and increasing the 2014 accumulated
depreciation beginning balance by $1.2 million. These adjustments will result in a revenue
requirement decrease of approximately $367,000 for the 2014 test year. This attachment
recalculates the interim rate refund methodology proposed in the OAG’s May 28, 2015
Comments to account for the BWNE adjustments.

The updated schedules show that incorporating the BWNE adjustments changes the
interim rate refund amount to approximately $60.6 million, an increase of roughly $528,000
from the original refund amount of approximately $60.1 million. This increase in the refund
amount is made up of the $367,000, plus interest of $31,000, plus a reduction in the allowable
surcharge of $130,000. As summarized in the table below, a reduction of $367,000 in the
revenue requirement in 2014 will flow through to 2015, which changes the “test year refund
factors” that are applied to the respective monthly interim revenues collected in 2014 and 2015
to determine the amount of the refund (in the case of a positive factor) or the amount of the

surcharge (in the case of a negative factor).

Original Impact of BWNE on New
Amount revenue requirement Amount
2014 Test Year
Authorized Annual Interim Rate Increase $127,406,000 $0 $127,406,000
Approved Annual Rate Base Increase $58,908,000 -$367,000 $58.541,000
Annualized Excess Interim Recovery $68,498,000 $367.000 $68,865,000
% Refundable or % Surcharge Factor 53.7636 % 0.2881% 54.0516 %
2015 Test Year
Authorized Annual Interim Rate Increase $127,406,000 $0 $127,406,000
Approved Annual Rate Base Increase $168.084,000 -$367,000 $167.717.000
Annualized Excess Interim Recovery -$40,678,000 $367,000 -$40,311,000
% Refundable or % Surcharge Factor -31.9279% 0.2881% -31.6398 %




It is important to note that the resulting amounts under the “New Amount” category in
the table above are subject to other compliance filing adjustments that may affect the 2014
and/or 2015 revenue requirement.1 In such instances, the “test year refund factor” would change,
which would impact the calculation of the interest as well as the allowable surcharge amount.

In summary, in addition to the $367,000 that Xcel proposes to refund back to ratepayers,
the change to the “test year refund factor” of 0.2881% in each of 2014 and 2015 has the
following impact:

(1) An increase in the average refund balances when calculating the interest for each month
that interim rates were collected and held (January, 2014, through August, 2015) of
roughly $31,000.

(2) A decrease of roughly $130,000° in the allowable surcharge because the approved annual

rate base increase has been reduced by the BWNE adjustment.

' For example, in response to OAG information requests, Xcel provided a 2015 test year revenue
requirement of $164,395,000. The OAG could not verify this figure because Xcel did not
indicate why it was different from figures provided in earlier filings. The calculations in this
attachment continue to use a 2015 test year revenue requirement of $168,084,000, which is taken
from Xcel’s Interim Rate Refund Compliance Filing on April 30, 2015, in order to isolate the
effect of the BWNE adjustment specifically as compared to the OAG’s May 28, 2015
calculation.

) $5,906,369 interim refund interest less $5,874,896 interim refund interest as filed on May 28,
2015.

3$14,272,713 allowed surcharge less $14,402,676 allowed surcharge as filed on May 28, 2015.
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