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Statement of the Issues 
 

• Should the Commission grant the petitions for reconsideration of its May 8, 2015 Order 
as requested by Xcel Energy, the Department of Commerce and the Office of the 
Attorney General?  

 
• Should the Commission clarify how Xcel should treat Sherco 3 insurance proceeds for 

ratemaking purposes? 
 

• Should the Commission clarify how Xcel should treat the proceeds from the settlement of 
the Babcock & Wilcox Nuclear Energy, Inc. lawsuit for ratemaking purposes? 

 
• Should the Commission clarify the in-service date of the Monticello EPU project? 

 
• Should the Commission clarify whether the 2015 cost of capital applies to the total rate 

base? 
 

• Should the Commission make corrections to its May 8, 2015 Order’s financial schedules? 
 

• Should the Commission accept, modify or reject Xcel’s revised class cost of service study 
(CCOSS) and proposed class revenue apportionment? 

 
• Should the Commission accept, modify or reject Xcel’s proposed method for making 

interim rate refunds?   
 

• Should the Commission authorize the use of the prime rate or an alternative for Xcel’s 
interim rate refund plan? 

 
Minnesota Statutes and Commission Rules 
 
Petitions for reconsideration are subject to Minn. Stat. § 216B.27, and Minn. Rules, part 
7829.3000. Petitions for reconsideration are denied by operation of law unless the Commission 
takes action within sixty days of the request.  If the Commission takes no action on Xcel’s, the 
Department’s or the OAG’s petition, their requests would be considered denied as of July 27, 
2015. The Commission may also take specific action to deny one or more of the three petitions. 
 
If the Commission takes up a party’s request for reconsideration, the Commission can:  
 

1. reconsider, and  
a. affirm, or 
b. modify, or  
c. reverse its initial decision, or  

2. deny the petition(s) for reconsideration and thereby affirm the initial decision. 
 
The Commission may also reconsider or clarify its Order on its own motion.  Because there are 
several unfinished items remaining from the Commission’s May 8 Order that are not part of the 
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reconsideration petitions1 and several new items that could have an impact on Xcel’s revenue 
requirement,2 staff believes the Commission may want to take additional time to prepare and 
issue its order after this meeting.  
 
Introduction 
 
On May 8, 2015, the Commission issued its FINDINGS OF FACT, CONCLUSIONS, AND 
ORDER.  Overall, for the two-year (multi-year) period, instead of the $291.2 million (or 10.4 
percent) increase in Xcel’s initial request, the Commission authorized an increase of 
approximately $164.8 million (or approximately 5.8 percent). 
 

 Xcel - as filed 
(November 4, 2013) 

PUC – Order 
(May 8, 2015) 

Xcel’s Multi Year Rate Plan Increase  
(millions) 

Increase 
(percent) 

Increase  
(millions) 

Increase 
(percent) 

Calendar year 2014 - test year  $ 192.7 6.9 % $58.9 2.1% 
Calendar year 2015 - step $   98.5 3.5 % $105.9 3.7% 
Two-year total (approximate) $ 291.2 10.4 % $164.8 5.8% 
 
Xcel is currently authorized to collect an interim rate increase of approximately $127,406,000 
per year, or approximately 4.57 percent, effective January 3, 2014, subject to refund. 
 
This document provides background information about Xcel’s, the Department’s and the OAG’s 
petitions for reconsideration and other issues the Commission needs to address before Xcel can 
be authorized to implement final rates at the end of this case. 
 
Separate staff briefing papers have been prepared that cover the following areas: 
 

Introduction & Interim Rate Refund - Vol. I (PUC staff: Harding, Alonso) 
Financial Matters - Vol. II (PUC staff: Alonso) 
Class Cost of Service Study - Vol. III (PUC staff: Krishnan) 
Class Revenue Apportionment - Vol. IV (PUC staff: Twite) 
Revenue Decoupling - Vol. V (PUC staff:  Bahn) 

 
A deliberation outline will be distributed separately. 
 
  

                                                 
1 For example, class revenue apportionment and the interim rate refund proposal. 
2 For example, application of the Sherco 3 insurance proceeds and Xcel’s resolution of its dispute with Babcock and 
Wilcox. 
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Petitions for Reconsideration 
 
Xcel, the Department and the OAG asked for reconsideration of the Commission’s May 8 Order. 
 

Xcel 
Xcel asked the Commission to reconsider its decision on Xcel’s revenue decoupling mechanism.  
Xcel asked the Commission to  
 

• replace the three percent base revenue cap on upward decoupling adjustments to a ten 
percent cap of base revenue, or, in the alternative,  

• adopt the partial decoupling mechanism originally proposed by the Company.  
 
Xcel also asked the Commission to clarify 

• that January 1, 2016 is the correct starting date for calculating decoupling revenue 
deferrals,  

• the time period that should be used for calculating the baseline fixed revenue per 
customer and baseline fixed energy charge, and 

• how decoupling should be implemented with interim and final rates in its next rate case.   
Xcel indicated that it plans to submit its next rate case on, or about, November 2, 2015.    

 
(Please see Volume V of the briefing papers for a discussion of Xcel’s request for 
reconsideration of the Commission’s revenue decoupling decision.) 
 
Xcel also asked the Commission to clarify that the Monticello Extended Power Uprate was in-
service as of January 1, 2015 and that no refund is due to ratepayers for the Monticello EPU in-
serve date issue under the multiyear rate plan refund process.    
 
Xcel also asked for a clarification or correction regarding the application of the step-year cost of 
capital.  Xcel believes the 2015 cost of capital should apply to Xcel’s entire 2015 rate base (not 
just 2015 step projects). 
 

Department 
The Department asked the Commission to reconsider its decision to reject the Department’s 
recommendation for a multiyear rate plan passage of time adjustment.  The Department believes 
that the rates set under Xcel’s multiyear rate plan for the 2015 step year should be adjusted to 
reflect all of the depreciation expense incurred in 2015 and the lower value of 2105 plant in 
service.  Xcel also asked the filing requirements for future multiyear rate plans should reflect the 
need for a “passage of time” adjustment. 
 
The Department also suggested the Commission clarify the assignment of depreciation expense 
for the Monticello plant.  The Department recommended the Commission clarify that assignment 
(or proration) of all accumulated depreciation/depreciation reserve for 2009-2015 on the 
Monticello plant to the portion of the plant that will earn a return.  (Do not allocate any to the 
part that will not earn a return.) 
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OAG 
The OAG asked for reconsideration of two issues.  The OAG asked the Commission to 
reconsider its decision to allow Xcel to include cancelled extended power uprate (EPU) project 
costs for the Prairie Island nuclear generating plant in rates. 
 
The OAG also asked the Commission to reconsider its decision to not require Xcel to update its 
nuclear refueling expense for the 2015 step year.  The OAG believes the Commission’s decision 
is inconsistent with the Commission’s own multi-year rate plan standards for recovery of step-
year non-capital costs. 
 
Issue Previously Set for Hearing 
 
In its January 2, 2014 Notice and Order for Hearing, the Commission identified the following 
issue for parties to address in this proceeding: 
 

How should the proceeds of any insurance claims and litigation proceeds related to the 
Company's Sherburne County Generating Station Unit 3 be incorporated into Xcel's 
rates? 

 
This item involving Sherco Unit 3 has two components.  The first, involving replacement fuel 
costs from the plant outage, will be addressed in Xcel’s AAA (annual automatic adjustment of 
charges) dockets. 
 
The second issue involving proceeds from insurance claims and litigation had not been resolved 
at the time of the Commission’s deliberations in March 2015.  However, on March 31, 2015, 
Xcel submitted its Sherco 3 Compliance Filing – Final Report.  The OAG and the Department 
have submitted comments disputing Xcel’s proposed handling of the insurance proceeds.   This 
issue is discussed in Volume II of the briefing papers. 
 
Issues Not Set for Hearing  
 
The Commission should be aware of two issues that were not specifically addressed in the ALJ 
Report or the May 8 Order that it may want to address. 
 
First, on November 13, 2014, Xcel submitted its interim rate refund proposal. The Department 
and the OAG submitted comments on January 13, 2015, and Xcel and the OAG submitted 
replies on January 23, 2015.   In the May 8 Order, Xcel was asked to file additional information.  
The Department, the OAG and AARP submitted comments objecting to Xcel’s proposal. 
 
Interim rate refund plans are usually routine items addressed in the thirty-day compliance filing. 
However, because Xcel’s request is the first multiyear rate plan, staff believes the Commission 
should provide Xcel with guidance as to whether Xcel will be permitted to net over-recoveries in 
the test-year against under-recoveries in the step-year.  This refund determination issue and the 
rate of interest on the interim rate refund issue are discussed later in this Volume of the briefing 
papers. 
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Second, on June 11, 2015, Xcel submitted a report on the resolution of a billing dispute between 
Xcel and Babcock and Wilcox Nuclear Energy, Inc. (a contractor working for Xcel).  This issue 
is discussed in Volume II of the briefing papers. 
 
Unfinished Issues from the May 8 Order 
 
The main unfinished issue from the May 8 Order is a decision apportioning responsibility 
amongst the customer classes for Xcel’s revenue requirement. The Commission directed Xcel to 
rerun is class cost of service study based on the decisions in the Commission’s May 8 and, from 
there, to follow the directions in the May 8 Order for apportioning class revenue responsibility.   
The Department has disputed Xcel’s rerun of its class cost of service study and Xcel’s 
interpretation of how to apply the Commission’s class revenue apportionment decision. 
 
The CCOSS is discussed in Volume III of the briefing papers and class revenue apportionment is 
discussed in Volume IV. 
 
General Housekeeping and Compliance Issues  
   
For the most part, all of the thirty-day compliance filing requirements in the May 8 Order were 
standard rate case compliance items.  The petitions for reconsideration stayed those compliance 
filing requirements.  Once the Commission issues its order after this meeting, those requirements 
will go back into effect and do not need to be repeated in another order.   
 
However, staff recommends the Commission include a new set of financial summaries for Xcel 
in its order after this meeting if the Commission’s decision changes Xcel’s revenue requirement.  
Those schedules should be updated versions of the schedules in the Commission’s May 8 Order.   
 
Xcel will have thirty-days to submit its compliance filing.  Staff’s understanding is that Xcel 
plans to submit its compliance filing as soon as possible after the Commission issues its Order to 
help advance the date on which it can implement final rates.  Staff understands Xcel’s concern 
about wanting to file another rate case in November and wanting to implement rates from this 
case before interim rates go into effect in the next case. 
 
Nevertheless, unless the Commission modifies its May 8 Order, the Department and any other 
party will have thirty-days to comment on Xcel’s compliance filing.  Xcel may want to reply to 
those comments before the Commission takes up Xcel’s proposal for implementing final rates 
and making refunds. 
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Xcel’s Interim Rate Refund Proposal 
 
PUC Staff:  Bob Harding 
 
Statement of the Issue 
 
Should the Commission authorize Xcel to offset (or net or reduce) its test-year interim rate 
revenue over-collections (i.e. its test-year interim rate refund obligation) against step-year 
interim rate revenue under-collections?  
 
Introduction 
 
The following table compares Xcel’s interim rates and revenue to the 2014 test year and 2015 
step-year revenue requirements stated in the Commission’s May 8, 2015 Order.  Xcel over-
recovered its revenue requirement for 2014 and is under-recovered for 2015. 
 
Xcel over and under-collection of MYRP test-
year and step-year revenue requirement  2014-test year 2015-step year 

Interim rates $127,406,000 $127,406,000 

Test-year and step-year revenue requirement 58,908,000 
Test-year         58,908,000 
Step-year      105,854,000 
   Total       $164,762,000 

Over and under-collection of revenue 
requirement based on 12 months of revenue 

$68,498,000 
over-collection 

($37,356,000) 
(under-collection) 

 
The time period at issue covers approximately sixteen months starting on January 3, 2014 (when 
interim rates went into effect) and ending on May 7, 2015, until the Commission issued its Order 
(i.e. the final determination) and final rates go into effect.  There is no dispute amongst the 
parties that Xcel may recover its $164.762 million rate increase effective May 8, 2015, pursuant 
to the interim rate statute.  However, final rates are not likely to be implemented (or applied) on 
customer bills until September 1 or later.  Xcel proposes to effectuate the May 8, 2015 effective 
date for final rates by reducing the refund by the amount it would have collected through the 
surcharge. 
 
The main dispute is about whether Xcel may recover approximately four months of under-
collected 2015 step-year revenue covering the January 1 through May 7, 2015 time period.  On 
an annualized, 12-month basis this under-collection is approximately $37.4 million.  For the four 
months at issue here (based on the $168.084 million rate increase in Xcel’s April 30th 
compliance filing rather than the $164.762 million rate increase in the Commission’s May 8 
Order),3 Xcel’s under-collection for the approximately four-month period was $13.5 million 
(excluding interest). 
 
Xcel proposes to offset this under-collection against its 2014 test-year over-collection and reduce 
the interim rate refund accordingly.  The Department, the OAG and AARP object. 
                                                 
3 This difference is discussed in Volume II of the briefing papers in the section on the application of the step-year 
cost of capital. 
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The OAG further objects to Xcel’s proposal because Xcel did not use prorated effective dates 
and uses the prime rate of interest rather than Xcel’s authorized rate of return.  AARP supports 
the OAG’s objection to the use of the prime rate which is discussed in the next section of the 
briefing papers. 
 
Relevant Statutes, Orders and Notices 
 

Interim Rate Refunds, Minn. Stat. § 216B.16, subd. 3(c) 
 

If, at the time of its final determination, the commission finds that the interim 
rates are in excess of the rates in the final determination, the commission shall 
order the utility to refund the excess amount collected under the interim rate 
schedule, including interest on it which shall be at the rate of interest determined 
by the commission.  ...  If, at the time of its final determination, the commission 
finds that the interim rates are less than the rates in the final determination, the 
commission shall prescribe a method by which the utility will recover the 
difference in revenues between the date of the final determination and the date the 
new rate schedules are put into effect.  ...   

 
Final Determination Defined, Minn. Stat. § 216B.16, subd. 2(g) 

 
For the purposes of this section, "final determination" means the initial decision 
of the commission and not any order which may be entered by the commission in 
response to a petition for rehearing or other further relief.  The commission may 
further suspend rates until it determines all those petitions. 

 
Multiyear Rate Plan Order 

 
In its June 17, 2013 Order Establishing Terms, Conditions, and Procedures for Multiyear Rate 
Plans,4 the Commission stated that 
 

• If the applicant seeks interim rates as part of its rate case, the Commission will direct the 
applicant to address how the collection and possible refund of interim rates could be 
implemented in conjunction with the multiyear rate plan rate adjustment.  [Order, p. 10] 

 
• It is presumed that interim rates will be calculated based upon the rate case test year 

unless it is demonstrated to be reasonable to do otherwise. [Order, p. 12, paragraph 5] 
 

• Regarding any proposal to establish new rates on an interim basis, an application for a 
multiyear rate plan must include or be accompanied by an explanation of how the utility 
proposes to collect and possibly refund interim rates in conjunction with the collection of 
and transition to the rates arising from a multiyear rate plan. [Order, p. 14, paragraph 21] 

                                                 
4 In the Matter of the Minnesota Office of Attorney General-Antirust and Utilities Division’s Petition for a 
Commission Investigation Regarding Criteria and Standards for Multiyear Rate Plans under Minn. Stat. § 216B.16, 
Subd. 19, Docket No. E,G-999/M-12-587 
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Notice of Additional Comment Period 

 
On November 21, 2014, the Commission issued its notice requesting comments on Xcel’s 
November 13, 2014 interim rate refund proposal.  The Department, the OAG, and Xcel 
submitted comments in January 2015. 
 

May 8 Order (Final Determination) 
 
In its May 8, 2015 Findings of Fact, Conclusions, and Order,5 on page 105, the Commission 
ordered the following: 
 

49. The Company shall make a filing within 30 days of the final determination in this 
case if final authorized rates are higher or lower than interim rates.  The filing shall 
contain a proposal to make adjustments of interim rates consistent with the 
Commission’s decision in this proceeding, to affected customers.  The Company shall 
calculate the following amounts: 

 
a. The refunds due for 2014, based on the interim rate collections during 2014 

and final rates in effect as of January 1, 2014; and 
 

b. The amount of under-collection or over-collection for 2015, based on the 
interim rate collections in 2015 through the date of the Commission’s final 
determination, compared with each of the following:  

 
i. the final rates for 2015, if effective on January 1, 2015; and 
 
ii. the final rates for 2015, if effective on the date of the Commission’s 

final determination. 
 

50. Parties wishing to comment on the interim-rates-proposal filing discussed above shall 
file comments within 20 days.  Comments should address the Company’s proposal, 
including whether Xcel’s proposal is consistent with the 

 
a. Interim rate statute, Minn. Stat. § 216B.16, subd. 3, including the provision in 

Minn. Stat. § 216B.16, subd. 3(c) for implementation of the new revenue 
requirement (“If at the time of its final determination, the Commission finds 
that the interim rate rates are less than the rates in the final determination, the 
Commission shall prescribe a method by which the utility will recover the 
difference in revenue between the date of the final determination and the date 
the new rate schedules are put into effect.”); 

 
b. Minn. Stat. § 216B.16, subd. 3(b), prohibiting changes in rate design while 

interim rates are in effect.  (“[T]he interim rate schedule shall be calculated 

                                                 
5 In the Matter of the Application of Northern States Power Company for Authority to Increase Rates for Electric 
Service in the State of Minnesota, Docket No. E-002/GR-13-868 
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using the proposed test year cost of capital, rate base, and expenses, except 
that it shall include ... no change in the existing rate design.”); 

 
c. The multiyear rate plan statute, Minn. Stat § 216B.16, subd. 19, and the 

Commission’s June 17, 2013 Multiyear Rate Plan (Docket No. E,G-999/M-
12-587); and 

 
d. The various approved extensions to the length of this proceeding. 

 
Notice Clarifying Time Period for Comments 

 
On May 13, 2015, the Commission issued its notice clarifying the time period for comments on 
Xcel’s April 30, 2015 Compliance Filing Related to Interim Rate Refund.  The Department, the 
OAG, AARP and Xcel submitted comments on May 28 and June 8, 2015. 
 
Parties’ Positions 
 

Xcel Energy (Xcel) 
 
On April 30, 2015, Xcel submitted a preliminary compliance filing with interim rate refund 
schedules, and, on June 8, 2015, submitted a reply to the OAG.6   
 
Xcel’s Proposal 
In its April 30th proposal, Xcel provided its preferred alternative which would result in a refund 
of approximately $40.7 million or $14.55 for the average residential customer based on various 
assumptions.  However, these numbers could change dependent upon the Commission’s decision 
on reconsideration or Order clarifications. 
 
Xcel’s proposal, if approved, would allow Xcel to reduce its obligation to refund over-collected 
interim rates in the test year by offsetting approximately $13.5 million of that obligation against 
interim rates that under-collected Xcel’s revenue requirement during the first four months of the 
step-year, i.e. until the Commission issued its final determination.  Xcel proposes to reduce the 
interim rate refund further by the amount (approximately $13.5 million) that it would otherwise 
be allowed to surcharge its customers for the difference between interim rate and final rates 
between the date of the Commission’s final determination (May 8) and the date final rates go 
into effect (September 1). 
 
Xcel also provided an alternative proposal that it believes reflects the Department’s proposal and 
would refund approximately $54.4 million in total, or approximately $13.7 million more 
(including interest) than Xcel’s proposal.  (The Department’s proposal excludes recovery of the 
difference between interim and final rates during the step-year prior to the Commission issuing 
its final determination.) 
 

                                                 
6 Xcel’s November 13, 2014 Interim Rate Refund Proposal and January 23, 2015 Reply Comments are summarized 
in Staff Briefing Papers for the Commission’s meetings in March 19 & 26, 2015, Vol. VII, pp. 84-94. 
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Xcel believes its proposal is consistent with what the Minnesota Supreme Court has held is the 
main purpose of interim rates which “is to prevent the potentially confiscatory effect of 
regulatory delay” while maintaining a balance of various private and public interests.   Xcel 
argued that 
 

Our interim rate refund proposal is carefully constructed to service this purpose.  
Our proposal is not only straightforward but is also consisted with how we have 
traditionally calculated an interim rate refund.  Simply put, we will compare the 
interim rate revenues collected from January 3, 2014 to May 8, 2015 to the final 
authorized rates for that same time period.  The only difference in this instance is 
our final authorized rates increase from the 2014 test year to the 2015 Step year.  
The fact that final rates are higher in the second year of the MYRP is not an 
appropriate reason to deviate from past practice.7   

 
Xcel believes its proposal is the alternative that is most consistent with the interim rate statute 
because  
 

the Company’s refund calculation does not change the revenue allocation, rate of 
return, or items included or excluded from the approved interim rate schedule, and 
 
both the [interim rate] statute and the Company’s proposal treat the entire interim 
rate period as a single time-period for purposes of determining whether a refund is 
owed to customers.8 

 
Xcel does not believe the multiyear rate plan statute or the Commission’s multiyear rate plan 
order have changed this basic structure for the operation and purpose of interim rates. 
 
In earlier filings Xcel argued that that its proposal is consistent with the purpose and intent of the 
interim rate statute and the multiyear rate plan statute.  Xcel does not believe the interim rate 
statute only applies to a single, one-year or twelve-month interim rate time period.  For a variety 
of reasons, Xcel did not propose an interim step increase at the beginning of this rate case or later 
in the proceeding.  Xcel believes the interim rate statute allows interim rates to remain in effect 
for the duration of the proceeding, however long it may take, and refunds (and perhaps 
surcharges) to be calculated on a prorated basis according to the test-year (and step, if applicable) 
based on the length of time interim rates have been in effect.  
 
Xcel also believes its proposal 
 

• meets the purpose of the two statutes by reducing the effect of regulatory lag while 
allowing for the extended length of time that was needed to review this case. 

 
• allows Xcel to avoid charging its customers a second interim step increase which could 

potentially confuse consumers, complicate billing and destabilize Xcel’s revenue stream.  
 

                                                 
7 Xcel, April 30, 2015 Compliance Filing Related to Interim Rate Refund, pp. 2-3, footnotes omitted 
8 Ibid, p. 3, footnotes omitted 
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• is complimentary to Xcel’s goals and proposal for moderating the rate increase(s) that 
result from this proceeding. 

 
Xcel believes that its proposal, if approved, would result in the best balancing of the facts and 
circumstances particular to this case.  According to Xcel, its 
 

[a]pproach has the benefit of moderating interim rates for customers by avoiding a 
second interim rate increase and therefore even higher interim rates.  Similarly, 
rates are increasing in this case in 2015 due in part to the application of a higher 
percentage of the transmission, distribution, and generation theoretical reserve 
surplus to 2014 interim and final rates than to 2015 final rates.  Thus the increase 
in final rates for 2015 reflects in part the 2014 rate moderation benefits, which are 
reflected in our interim rates, for our customers.  And even with these 
moderations of interim rates, our customers will still receive a refund at the end of 
this proceeding.9 

 
Xcel also argued that when the Company filed its case (in November 2013) it anticipated interim 
rates to only be in effect for a short time in calendar-year 2015, i.e. the step period.  Xcel felt at 
that time (in November 2013) that a proposal for a 2015 interim rate increase would have 
confused the regulatory process.  In retrospect, Xcel believes its interim rate proposal is simpler 
and less confusing than implementing a second interim rate increase would have been.  It also 
does not punish the Company for agreeing to procedural delays that gave the ALJ and the 
Commission additional time to reach a decision.   
 
Xcel’s legal analysis of its interim rate proposal can be found on Schedule B, pp. 1-9, of Xcel’s 
April 30, 2015 preliminary compliance filing, interim rate refund schedules. 
 
Xcel’s response to the Department 
Xcel objects to the Department’s proposal because  
 

The Alternative method treats the interim rate period as two separate segments 
(one for calendar year 2014 and the other for calendar year 2015) and analyzes 
each calendar year in isolation for purpose of determining whether an under- or 
over-collection situation exists. Because the Company’s interim rates are higher 
than final approved rates for 2014, the Department characterizes this as an over –
collection and calculates a refund. Because the Company’s interim rates are lower 
than final rates approved for 2015, the Department would not allow the Company 
to factor this under-recovery into the total refund provided to customers at the end 
of this proceeding.10 

 
Xcel does not believe the Department’s approach is consistent with previous rate cases in which 
the interim rate period has lasted for more than one calendar year and relies on too narrow a 
reading of the terms “rates” and “revenues” in the interim rate statute.  Xcel believes the 
concepts associated with terms “rates” and “revenues” in the interim rate statute are closely, if 

                                                 
9 Ibid, pp. 3-4 
10 Ibid., p. 4 
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not inextricably, related because “revenues are the results of rates and rates are calculated in 
terms of overall revenues”11  Xcel also believes the Department’s interpretation of how the term 
“rates” appears in the statute is contrary to what the courts have held this to mean.  According to 
Xcel, the courts have held that a utility owes a refund not on the basis of individual rates but only 
if final authorized revenues exceed revenues collected under interim rates.   
 
While Xcel does not agree with the Department’s approach in this case, Xcel agrees that under a 
multiyear rate plan, the Company could have asked to adjust interim rate levels for each year of 
the plan while this case was pending.  If that had been what the Company proposed to do, then 
Xcel would agree the Department’s refund method would be relevant.  Xcel decided not to 
propose a two-step interim rate increase because this was the first multiyear rate plan, and the 
Company wanted to avoid regulatory and customer confusion.  Nevertheless, Xcel believes that 
if it had proposed a two-step interim rate increase, its proposal and the Department’s proposal 
would have resulted in the same amount of refund at the end of the case. 
 
Xcel’s response to the OAG 
In its June 8, 2015 reply comments, on pp. 10-13, Xcel objected to the OAG’s comments and 
recommendations.   
 
Xcel objects to the OAG’s recommendation that Xcel modify how it calculates the “outstanding” 
monthly balance of refundable dollars that the interest rate is applied to in the interim rate refund 
calculation.  According to Xcel, the OAG objected to the way Xcel calculates the “excess 
amount collected” under interim rates because the amount (on which interest is paid) declines in 
2015. This is because in the MYRP, the authorized step-year, final rates are higher than interim 
rates for 2014 and 2015.  
 
Xcel believes its method of calculating the refund is correct because there is only one single 
interim rate period and one interim rate schedule.  Xcel believes that to  
 

... properly calculate the ‘excess amount collected’ we determine the difference in 
revenue we collected through interim rates during the interim rate period and the 
Commission’s authorized rates for the same period. 

 
In a single test year case, this calculation is simply applying final rates to sales 
and netting it against the actual interim rates collected.  However, because this 
case is the first MYRP in Minnesota, we must now account for the change in final 
authorized rates from 2014 and 2015.  The schedules for our April 30, 2015 
Compliance filing perform this calculation.12 

 
Xcel also objected to the OAG’s challenge to the Company’s use of billing month data rather 
than calendar month billing data.  Xcel believes the OAG’s proposal would cause additional 
inaccuracies in the calculation of interim rate refunds.  Xcel stated that it has always used billing 
month data to calculate interim rates refunds because this is the most accurate data available and 
requires Xcel to make the fewest number of estimates.  For the dates the OAG is concerned 

                                                 
11 Ibid, p. 4   (Please also see: Xcel, reply comments, January 23, 2015, p. 4) 
12 Xcel, June 8, 2015 reply comments, p. 11 
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about, when interim rates first went into effect at the beginning of 2014, in the transition from 
2014 to 2015 rates, and in May 2015 when the final determination was issued, Xcel stated that 
precise usage and billing data is not available to allow Xcel to make perfect calculations.  If Xcel 
were required to prorate to the relevant effective dates, Xcel would still need to make estimates 
but based on less accurate underlying data.  Xcel does not believe it should be required to change 
the approach it has used in the past.  Xcel also noted that when there is an actual refund, the 
refund factor is applied to actual customer bills prepared on a billing month basis. 
 
Relevant Documents 
Compliance proposal related to interim rates - November 13, 2014 
Reply comments - January 23, 2005 
Preliminary Compliance - Interim Rate Refund Schedules - April 30, 2015 
Reply Comments, pp. 10-13 – June 8, 2015 
 

Department of Commerce (Department) 
 
In its May 28, 2015 comments, the Department recommended approval of Xcel’s alternative 
interim rate refund proposal of approximately $54.4 million (including interest). 13 The 
Department cautioned that the refund amount may need to be recalculated for a number of 
reasons. For example, if the authorized rate increase for 2014 or 2015 changes, the authorized 
rate of interest on the refund is different from the rate used by Xcel in its proposal, the amount of 
interim revenue actually collected is different from the amount Xcel assumed it would collect in 
its calculations due to higher or lower sales or final rates not going into effect on September 1st. 
 
The Department argued that because the Commission issued its final determination on May 8th 
and based on that Order it is certain final rates will be higher than interim rates, the interim rate 
statute makes it clear that May 8th is the relevant date on which Xcel may begin recovering the 
difference between final and interim rates. The Department does not believe Xcel’s proposal to 
begin recovering the difference for the January 3 through May 7, 2015 time period is permitted 
under the interim rate statute absent a finding of exigent circumstances.   
 
The Department disagreed with Xcel’s argument that Xcel’s 2010 rate case established a 
precedent for approving Xcel’s proposal in this case.  The Department believes this case is 
different from Xcel’s 2010 rate case because in this case, the final rates authorized in the second 
year of the multiyear rate plan are higher than interim rates.  In contrast, in Xcel’s 2010 rate case, 
in the second year interim rates were collected, interim rates were lower than final authorized 
rates in both in the first and second year they were in effect. 
 
The Department appears to argue that its recommendation is consistent with the multiyear rate 
plan statute and the Commission’s multiyear rate plan standards.  However, the Department’s 
argument appears to be that the interim rate statute controls interim rate refunds regardless of 
whether interim rates are set at one level for the duration of a proceeding or if interim rates 
changes during a proceeding.  The Department argued that “interim rate level changes are 
irrelevant to how refunds are calculated.”  The Department appears to argue that the level at 

                                                 
13 The Department’s January 13, 2015 comments and January 16, 2015 amended comments are summarized in Staff 
Briefing Papers for the Commission’s meetings in March 19 & 26, 2015, Vol. VII, pp. 84-94. 
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which the interim rates are actually set (whatever level or levels that might be) controls the 
refund and/or surcharge, rather than the level they could have or might have been set.   
 
The Department also argued that absent a finding of exigent circumstances that recognizes 
delays due to extensions of the deadlines in this proceeding, the interim rate statute is clear about 
the date of the final determination being the date when Xcel can begin recovering the difference 
between authorized final rates and interim rates.  
 
With respect to the extended length of this proceeding, the Department does not appear to 
believe that any of the extensions to the timeline of this proceeding led to undue delay.  The 
Department noted that Xcel agreed to both waivers of the statutory deadline that Xcel requested.  
The first was prompted by a request from the ALJ and the second by a request from the 
Commission.  However, the Department did argue that if the Commission finds exigent 
circumstances, it would be reasonable to allow recovery of the difference between final and 
interim rates for the March 3 through May 7, 2015 time period because Xcel did not have to 
waive its right to a Commission decision by March 3, 2015. 
 
Relevant Documents 
Comments – January 13, 2015 
Amended Comments – January 16, 2015 
Comments – May 28, 2015 
 

Office of Attorney General (OAG) 
 
On May 28, 2015, the OAG submitted comments recommending the Commission reject Xcel’s 
interim rate proposal.14 
 
The OAG recommended the Commission require Xcel to refund excess interim rates with 
interest at Xcel’s authorized rate of return.  (This is discussed in the next section of the briefing 
papers). 
 
The OAG also recommended the Commission require Xcel to base its refund on Xcel having two 
completely separate revenue requirement calculations, one for 2014 and another one for 2015, 
rather than one combined or blended overall revenue requirement for the 2014-2015 interim rate 
period.  The OAG believes  
 

...  Xcel’s proposal to combine the two test years would be an end-run around the 
limitation on surcharging ratepayers in the event of an interim rate under-
collection.15 

 
The OAG believes the interim rate statute clearly prohibits utilities from recovering the 
difference between interim and final rates except for the time period between the Commission’s 
final determination and when final rates become effective.  The OAG believes  
 
                                                 
14 The OAG’s January 13, 2015 comments and January 23, 2015 reply comments are summarized in Staff Briefing 
Papers for the Commission’s meetings in March 19 & 26, 2015, Vol. VII, pp. 84-94. 
15 OAG, Comments, May 28, 2015, p. 6 
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Xcel’s proposal to offset excess interim rates collected in 2014 with under-
collections from 2015 effectively asks for permission to begin surcharging on 
January 1, 2015, rather than May 8, 2015,  ...[while]  ... [t]he Interim Rate Statute 
is clear:  the utility may only recover under-collections ‘between the date of the 
final determination and the date the new rate schedules are put into effect.’  The 
Commission must reject Xcel’s proposal because it would violate the law.16 

 
The OAG does not believe Xcel’s proposal is consistent with interim rate refunds in previous 
cases.  The OAG argued that because this is the first multiyear rate case, it is clearly different 
from previous cases.  Specifically, with respect to the example provided by Xcel, the OAG 
argued that  
 

[w]hile Xcel’s 2010 rate case did involve a limited step-year, that case was 
significantly different from this one because the interim rates were higher than 
final rates even after the step year was included.  This is the first case in which the 
interim rates are higher than final rates in one year and lower in another; as such, 
it is unique, and what Xcel has done in other cases is not relevant.17 

 
The OAG also does not believe Xcel was disadvantaged by having granted voluntary waivers to 
statutory deadlines.  The OAG argued that Xcel was not disadvantaged because, in its waivers, 
Xcel stated that it agreed to refund interim rates collected in excess of authorized final rates in 
accordance with the interim rate statute.  The OAG argued that  
 

Xcel was well aware that its waiver could affect the interim rate refund in this 
case, acknowledged that fact, and voluntarily agreed to waive the deadlines 
regardless of those concerns; the Company should not be permitted to withdraw 
that commitment when it becomes inconvenient.18   

 
The OAG believes Xcel should have recognized the potential for complications in this case and 
addressed this issue more decisively at the beginning of this case as directed by the 
Commission’s Multiyear Rate Plan Order and as required by the interim rate statute.   
 
The OAG also argued that the interim rate statute does not allow the Commission to change the 
date that surcharges may begin except under very limited circumstances.  Surcharges may only 
begin as of the date of the Commission’s final determination.  According to the OAG, the only 
circumstance that allows for a variation of this is when there is a request for an extension of time 
for settlement discussions pursuant to Minn. Stat. § 216B.16, subd. 1a.   
 
The OAG also recommended the Commission require Xcel to  
 

... compensate ratepayers for the full time value of their money by providing 
interest for the full period that Xcel holds the funds, rather than offsetting it by 
under-collections.19   

                                                 
16 Ibid., pp. 6-7 
17 Ibid., p. 7 
18 Ibid., p. 8 
19 Ibid., p. 10 
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The OAG believes Xcel’s proposal is unfair because it  
 

... reduces the amount of interest paid on excess interim rates collected in 2014 by 
offsetting the average balance of excess interim rates using under-collections in 
2015.20   

 
The OAG also objected to Xcel’s use of billing month interim rate revenue instead of prorated 
calendar-month interim rate revenue for the month of January 2014, January 2015 and the 
April/May 2015.  The OAG believes Xcel’s proposal that uses billing month revenues 
understates interim rate revenue for January 2014 (when interim rates were higher than 
authorized rates and subject to partial refund), overstates revenue collected in January 2015 
(when authorized rates were higher than interim rates and potentially subject to a surcharge) and 
overstates May 2015 interim rate revenue (according to the OAG, most of this revenue should be 
attributed to the April 2015 time period prior to the Commission’s final determination and should 
not be subject to a surcharge.)   The OAG incorporated estimates of its adjustments in its 
alternative calculation of Xcel’s interim rate refund obligation.  (Xcel also used Xcel’s 
authorized final overall rate of return.) 
 
Relevant Documents 
Comments – January 13, 2015 
Reply Comments – January 23, 2015 
Comments – May 28, 2015 
 

AARP 
 
On May 28, 2015, AARP submitted comments opposing Xcel’s refund proposal.  AARP objects 
to Xcel’s request to offset test-year over-collections against step-year under-collections.  AARP 
argued that the interim rate statute does not contemplate more than one test-year or time period, 
these test-years are subject to different calculations under the multi-year rate plan, they should be 
kept separate, and they should not be netted against each other. 
 
AARP also believes consumers deserve to be compensated at a higher interest rate than the 
prime rate for allowing Xcel to use their money during 2014 and 2015.  AARP believes Xcel’s 
overall rate of return authorized in this rate case would be the appropriate rate of interest. 
 
Relevant Document 
Comments – May 28, 2015 
 
  

                                                 
20 Ibid., p. 10 



Staff Briefing Papers for Docket # E-002/GR-13-868 on July 9, 2015  -  Volume I of V Page 17   

 

Staff Comment 
 
The main question the Commission needs to decide is whether to approve Xcel’s proposal 
 

... that the interim rate refund be calculated by taking the difference between: (1) 
the sum of the total revenue collected for the months that interim rates were in 
effect and (2) the total amount of revenue that would been collected had final 
revenue requirements for 2014 and final revenue requirements for 2015 been 
effective over the course of the period beginning January 1, 2014 through the 
Commission’s final determination.21 

 
The Department, the OAG and AARP object to Xcel’s proposal for various reasons. 
 
The following table compares the three alternatives.  
  
Interim Refund Estimates Xcel 

(column 2) 
Department22 

(column 3) 
OAG23 

(column 4) 
2014 over-collection $65.5 million $65.5 million $68.6 million 
2015 under-collection (Jan. 3 – May 7, 2015) -$13.5 million - $0 - - $0 - 
2015 Statutorily Allowed surcharge (May 8 – 
Aug. 31, 2015) -$13.5 million -$13.5 million -$14.4 million 

2015 total under-collection/surcharge -$27 million -$13.5 million -$14.4 million 
Final Refund $38.5 million $52.0 million $54.2 million 
Interest $2.2 million $2.4 million $5.8 million 
Final Refund plus Interest $40.7 million $54.4 million $60.1 million 
Estimated Average Residential Refund $14.55 $19.46 $20.80 
(This table is adapted from the table on p. 3 of the Department’s May 28, 2015 comments and the table in 
Attachment A of the OAG’s May 28, 2015 comments.) 
 
It is very likely the numbers in this table will need to be recalculated as described by the 
Department in footnote 22.  For example, on June 30th, the OAG submitted reply comments on 
the settlement of BWNE lawsuit and recommended that the Commission require Xcel to reflect 
the BWNE adjustment in the calculation of final rates and to incorporate the BWNE adjustment 
into the interim rate refund.   Likewise, on June 30th, Xcel submitted a 2014 property tax 
compliance filing which should be incorporated into the revenue requirement calculations for 
2014 and 2015.  Both of these adjustments will decrease the revenue requirement calculation for 
2014 and 2015 and increase the refund amount under all three scenarios.  
 
Normally, the interim rate refund (or surcharge) plan is a compliance item proposed by the utility 
in the thirty-day compliance filing at the end of a rate case.  Usually, the refund plan is fairly 

                                                 
21 Xcel, Notice of Compliance Proposal Related to Interim Rates, November, 13, 2014, p. 3 
22 The Department notes that all of the data in columns 2 & 3 in this table is from Schedule A, p. 1 of 7 of Xcel’s 
April 30, 2015 preliminary compliance – interim rate refund filing.  If the authorized rate increase changes for the 
test-year or the step-year, the authorized interest rate changes, and/or the actual revenue collections differ from 
Xcel’s estimates, the refund amount will need to be recalculated.   
23 The data in column 4 is from the attachment to the OAG’s May 28 comments and is based on a different time 
period and interest rate. 
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straightforward and is not disputed by the parties.  However, because Xcel’s refund proposal is 
disputed, and because this multiyear rate plan presents a new set of circumstances under the 
interim rate statute, the Commission should give Xcel some indication of what kind of refund 
plan it would approve in advance of Xcel making a compliance filing at the end of this case. 
 
The MYRP Order indicates interim rates should be based on the test-year rather than the test-
year plus the step period.  In making its decision, the Commission may want to consider the 
extent Xcel (and any other utility asking for a multiyear rate plan) should be allowed to update or 
change its request for interim rates (either prospectively or, in this case, arguably, retroactively) a 
year or more into a proceeding after making its initial request and receiving approval for a 
certain level of interim revenue.24   
 
With respect to the point that this proceeding has lasted a long time, the MYRP statute provides 
for an extra 90 days because of the MYRP and the Commission is allowed an extra 90 days if 
there is more than one rate case pending.  Xcel’s two waivers of the statutory deadline were 
made at the request of the ALJ and Commission and provided an extra eight to nine weeks in 
addition to the 180 extra days the Commission was entitled to under the statute.   
 
The Department does not believe Xcel’s proposal to begin recovering the difference for the 
January 3 through May 7, 2015 time period is permitted under the interim rate statute absent a 
finding of exigent circumstances.  The Department appears to suggest the Commission could 
find that this delay caused an exigent circumstance under the interim rate statute that would 
allow for the Commission to make an adjustment to accommodate Xcel for the March 3 through 
May 7, 2015 time period.  However, the Department did not specifically identify what it thought 
those exigent circumstances might be or had caused or what specifically the finding of exigent 
circumstances would permit Xcel to do, for example, retroactively impute a lower level of 
interim rates for the January 3, 2014 through January 2, 2015 time period and retroactively 
impute a higher level of interim rates for the January 3 through May 7, 2015 time period.    
 
Staff believes Xcel’s argument about this “delay” causing regulatory lag and confiscation of 
Xcel’s entitlement to its revenue requirement would carry more weight if Xcel had not been 
collecting interim rates for almost all of the past five or more years under recently completed rate 
cases filed in 2010 and 2012 and was not continuing to recover significant amounts of cost and 
capital expenditures using various riders. 
 
If the Commission allows Xcel to net step period under-collection against its test-year refund 
obligation, Xcel’s proposed methodology appears consistent with previous Xcel refund plans. 
 

                                                 
24 In 2015, the Legislature enacted amendments to the MYRP statute, including the following provision that allows a 
utility to request an interim rate step increase: 
 

A utility that filed a petition with the commission to approve a multiyear rate plan may request to 
be allowed to implement interim rates for the first and second years of the multiyear plan.  If the 
commission approves the request, interim rates shall be implemented in the same manner as 
allowed under subdivision 3.  [First Special Session (2015), House File 3, Article 3, Section 19, p. 
71, lines 16-19] 
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Staff does not believe the interim rate statute requires the Commission to approve Xcel’s request.  
The interim rate statute is very clear about the significance of the final determination and the 
Commission is not required to allow Xcel to collect the difference between interim and final 
rates until the date of the final determination. 
 

...  If, at the time of its final determination, the commission finds that the interim 
rates are in excess of the rates in the final determination, the commission shall 
order the utility to refund the excess amount collected under the interim rate 
schedule, including interest on it which shall be at the rate of interest determined 
by the commission. ...  If, at the time of its final determination, the commission 
finds that the interim rates are less than the rates in the final determination, the 
commission shall prescribe a method by which the utility will recover the 
difference in revenues between the date of the final determination and the date the 
new rate schedules are put into effect. ...  (Minn. Stat. § 216B.16, Subd. 3(c)) 

 
The Commission could interpret the interim rate statute, as suggested by the Department, the 
OAG and AARP, to apply to all of Ch. 216B, section 16, including the multi-year rate plan 
statute and decide that the increase at the end of the case resulting from the MYRP filing, if 
higher than interim rates, does not take effect until the Commission’s final determination is 
issued, as defined in Ch. 216B, section 16.  The interim rate refund statue is clearly and 
intentionally asymmetrical in its choice of effective dates for the interim refund obligation and 
the final rates if higher than interim rates.   
 
Decision Alternatives 
 

1. Approve Xcel’s proposal, and authorize Xcel, in its thirty-day compliance filing, to net its 
test-year interim rate revenue refund obligation against its step-year interim rate revenue 
under-collections.  (Xcel) 
 

2. Approve the Department’s proposal, and do not authorize Xcel, in its thirty-day 
compliance filing, to net its test-year interim rate revenue refund obligation against its 
step year interim rate revenue under-collections. (Department) 
 

3. Find exigent circumstances and approve the Department’s alternative refund scenario, 
and authorize Xcel, in its thirty-day compliance filing, to  net its test-year interim rate 
revenue refund obligation against step-year interim rate revenue under-collections for the 
March 3 through May 7, 2015 time period, i.e. the “delay” period.  (Department, second 
choice alternative) 
 

4. Approve the OAG’s proposal, and do not authorize Xcel, in its thirty-day compliance 
filing, to: (a) net its test-year interim rate revenue refund obligation against its step-year 
interim rate revenue under-collections, (b) reduce the amount of interest paid on excess 
interim rates collected in 2014 by offsetting the average balance of excess interim rates 
collected using under-collections in 2015, and (c) use billing month interim rate revenue 
instead of prorated calendar month interim rate revenue.  (OAG) 
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Interest Rate on Interim Rate Refund 
 
PUC Staff: Jorge Alonso 
 
Introduction 
 
This issue is disputed between Xcel and the OAG.  The Company proposed that the interest rate 
on any possible interim rate refund should not be higher than the prime interest rate.  The OAG 
recommended that the Commission, as it did in Xcel’s previous rate case, approve an interest 
rate equal to the Company’s overall rate of return.  The Commercial Group and AARP support 
the OAG’s recommendation. 
 
Note: Parties positions that repeat or reaffirm a previous position are not repeated; however, all 
references on the record for this subject are listed at the bottom of this section. 
 
Party Positions 
 

Xcel – Direct Testimony 
 
Xcel proposed that, for purposes of refunding, the same refund mechanism used its 2011 electric 
rate case be used in this rate case.25 
 

Office of Attorney General – Direct Testimony 
 
The OAG pointed out that the prime rate does not compensate ratepayers who may be subject to 
credit card debt interest of up to 15% or higher and opined that, if the prime rate is used, NSP 
would be holding ratepayer funds at an unreasonably low cost. The OAG concluded that a higher 
rate is justified in these circumstances just as they were in NSP’s last rate case and recommended 
usage of Xcel’s full weighted cost of capital as the interest rate for refunds.26 

 
Xcel – Rebuttal Testimony 

 
Xcel pointed out that Interest on interim rates at the Prime Rate exceeds the Company’s cost of 
replacement short term borrowing27 and concluded that application of the Company’s ROR to 
the entire refund would be inappropriate.28 
 

Xcel – Initial Brief 
 
Xcel stated that, since the Company’s cost of short term borrowing is 0.62% and the Prime Rate 
is 3.25%, it is clear that the Company the will pay far more in interest on interim rate refunds 
than it would cost for replacement short term borrowing.  Xcel added that the comparison to 
short term debt rates is further supported by the fact that interim rates are, on average, 

                                                 
25 Clark Direct, page 26 
26 Lindell Direct, page 59 
27 Tyson Rebuttal, page 31 
28 Heuer Rebuttal, page 39 
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outstanding for less than 12 months and, if the interim rate refund is completed by September, 
2015, the total period of the interim rate refund would be 21 months. However, some of the 
interim rate refunds would be returned in less than 1 month (those collected in September 2015) 
and some would have been outstanding for 21 months (those collected in January 2014). The 
average would be 10.5 months (one half of the 21 month period). A 10.5 month average 
outstanding time period is consistent with short term debt, which by definition has a term of less 
than one year.29 
 

Office of Attorney General – Initial Brief 
 
The OAG pointed out that the reasoning for awarding the larger interest rate in the last rate case 
applies to this case as well. The OAG mentioned that Xcel has requested the largest rate increase 
in the history of the state, and it was granted an interim rate in accordance with that request. But 
based upon the challenges presented by the OAG, the Department, and other intervenors, and the 
concessions that Xcel has made, it is very likely that Xcel’s final rate will be substantially lower 
than the interim rate.30 The OAG pointed out that, regarding the rate case’s likely outcome, the 
Department noted, “[T]here’s a similarity between the last case and this case . . . in that there is a 
large increase and a good percentage of that increase was being requested by the Department not 
to be granted.”31 
 

The Commercial Group (CG) – Initial Brief 
 
The Commercial Group pointed out that, by setting the interim refund rate at NSP’s overall cost 
of capital in the last rate case, the Commission corrected an unfairness (as perceived by the CG) 
whereby NSP had over-projected its revenue requirement for interim rates at least seven straight 
times while paying low interest on such over-collections.  The CG saw no reason for the 
Commission to alter their conclusions from the last rate and supported the OAG’s position that 
interim rate refunds accrue interest at the overall cost of capital set in this proceeding.32 
 
 
 
 
  

                                                 
29 Xcel, Initial Brief, pages 106-107 
30 Office of Attorney General, Initial Brief, page 42 
31 Tr. Evid. Hearing, Volume 5, at 80–81 (Lusti) 
32 The Commercial Group, Initial Brief, pages 13-14 
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ALJ Report  
 
The ALJ discussed the interest rate on a possible interim rate refund issue in Findings 968 
through 985. Since authorizing a higher interest rate would necessitate a variance, the ALJ listed 
those requirements in Finding 969:33 
 

969. Pursuant to Minn. R. 7829.3200 (2013), the Commission can vary its rules when it 
determines that the following requirements are met:  

 
i. Enforcement of the rule would impose an excessive burden upon the applicant or 

others affected by the rule;  
ii. Granting the variance would not adversely affect the public interest; and  
iii. Granting the variance would not conflict with standards imposed by law.  

 
In Findings 981 through 983, the ALJ addressed the three prongs mentioned in Finding 969:34 
 

981.The third prong of Minn. R. 7829.3200 requires a finding that granting the variance 
would not conflict with standards imposed by law. Minn. Stat. § 216B.16, subd. 3, 
provides: 

 
If, at the time of its final determination, the commission finds that the interim 
rates are in excess of the rates in the final determination, the commission shall 
order the utility to refund the excess amount collected under the interim rate 
schedule, including interest on it which shall be at the rate of interest determined 
by the commission.  
 

This statute gives the Commission the authority to determine the interest rate applied to 
any interim rate refund. Thus, granting the variance would not conflict with standards 
imposed by law.  

 
982. The second prong of Minn. R. 7829.3200 requires a finding that “granting a variance 

would not adversely affect the public interest.” Because the Company seeks to impose a 
carrying charge on its customers for nuclear refueling outage costs that is equal to its 
rate-of-return, grossed up for taxes, the Administrative Law Judge concludes that the 
public interest would not be adversely affected if the Company were required to pay that 
same rate on interim rate refunds. Both rates are essentially payments for the use of 
money. The Company has failed to explain how the public interest is served by the 
Company paying only 3.25 percent interest on the interim rate refund at the same time 
imposing a much higher rate on its customers as a carrying charge. 
 

983.The first prong of Minn. R. 7829.3200 requires a determination that “enforcement of the 
rule would impose an excessive burden upon the applicant or others affected by the 
rule.” 

 

                                                 
33 ALJ Report, page 219 
34 Ibid, page 222 
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The ALJ concluded the following and made a qualified recommendation:35 
 

984.Based on the Commission’s decision in the last rate case, the Administrative Law Judge 
concludes that the determination of whether enforcement of the rule will impose an 
excess burden on ratepayers in this case depends largely on the magnitude of the over-
collection of interim rates, if any, in this case. If the amount of over-collection is 
comparable to the last case, then the reasoning in the Commission’s 12-961 ORDER 
would apply equally to this case given the magnitude and frequency of the over-
collections by the Company. On the other hand, if the over-collection is a much smaller 
amount, the burden on ratepayers from lending the Company funds at the 3.25 percent 
Average Prime Rate may not be excessive.  
 

985.Therefore, a final determination on the first prong can only be made by the Commission 
after it makes the revenue requirement decisions in this case.  

 
Supplemental Comments  
 

OAG 
In its May 28, 2015 comments on Xcel’s interim rate refund plan, the OAG repeated its 
arguments for a higher interest rate.  (Please see pp. 1-5 of the OAG’s comments.) 
 

AARP 
On May 28, 2015, AARP submitted comments opposing Xcel’s refund proposal. AARP believes 
consumers deserve to be compensated at a higher interest rate than the prime rate for allowing 
Xcel to use their money during 2014 and 2015.  AARP believes Xcel’s overall rate of return 
authorized in this rate case would be the appropriate rate of interest. 
 
Staff Analysis 
 
Based on the OAG’s May 28 comments, if the Commission required Xcel to use its authorized 
rate of return instead of the prime rate to calculate the interim rate refund, for the 2014 test year, 
the OAG’s proposal would increase the refund by approximately $1.3 million. Staff has not tried 
to isolate the effect of a different interest rate for the 2015 step year because Xcel, the 
Department and the OAG have different proposals for netting or offsetting the test-year against 
the step-year and different positions on what the interest rate should be applied to. 
 
Parties so far have proposed two possible alternatives for the applicable interest rate – Prime or 
the Company’s ROR.  Staff would like to introduce a hybrid alternative for the Commission to 
consider – have the Company’s ROR apply to all amounts twelve months and older and have the 
Prime Rate apply to all other amounts.  Staff believes that this alternative takes into account all 
the parties’ positions and arguments and provides a more balanced approach to the dispute.  
 
 
  

                                                 
35 Ibid, pages 222-223 
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Decision Alternatives 
 

1. Determine that the appropriate interest rate to be paid on a possible interim rate refund 
should be the prime interest rate, or 3.25%. (Xcel, ALJ – if refund amount is not large) 
 

2. Determine that the appropriate interest rate to be paid on a possible interim rate refund 
should be based on the Company’s rate of return36. (OAG, CG, AARP, ALJ – if refund 
amount is large) 
 

3. Determine that the appropriate interest rate to be paid on over-collections older than 
twelve months should be based on the Company’s rate of return and, conversely, the 
appropriate interest rate to be paid on over-collections than twelve months old should be 
the prime interest rate, or 3.25%.  (Staff alternative) 

 
 
 
Reference to Record 
Xcel Direct: Clark, page 26 starting at line 4 
OAG Direct: Lindell, page 58 starting at line 8 
Xcel Rebuttal: Heuer, page 37 starting at line 6 
Xcel Rebuttal: Tyson, page 31 starting at line 17 
Xcel Initial Brief: Starting on page 106 
OAG Initial Brief: Starting on page 40 
CG Initial Brief: Starting on page 13 
Xcel Reply Brief and Proposed Findings: Starting on pages 86 and 103, respectively 
OAG Reply Brief: Starting on page 4 
OAG Proposed Findings: Starting on page 26 
ALJ Report: Findings 968-985, starting on page 218 
OAG Exceptions to ALJ Report: Starting on page 19 
OAG Comments, May 28, 2015 
AARP Comments, May 28, 2015 

                                                 
36 The rate of return will be based on the return on equity (ROE) approved in this rate case. 
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