
 
 
 
May 28, 2015 PUBLIC DOCUMENT 
 
 
Daniel P. Wolf 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota  55101-2147 
 
RE: PUBLIC Comments of the Minnesota Department of Commerce, Division of Energy 

Resources 
 Docket No. E002/GR-13-868 
 
Dear Mr. Wolf: 
 
Attached are the PUBLIC Comments of the Minnesota Department of Commerce, Division of 
Energy Resources (Department or DOC) in the following matter: 
 

A Compliance Filing of Class Cost of Service Study and Class revenue Apportionment 
Schedules submitted by Northern States Power Company d/b/a Xcel Energy (Xcel or 
the Company). 

 
The Compliance Filing was submitted on May 1, 2015 by: 
 

Gail A. Baranko 
Manager, Regulatory Project Management 
Xcel Energy 
414 Nicollet Mall 
Minneapolis, Minnesota  55401-1993 

 
The Department reviewed the Company’s May 1, 2015 compliance following the 
Commission’s May 15, 2015 Notice, and concludes that Xcel’s compliance 2014 and 2015 
CCOSSs do not fully comply with the Commission’s May 8, 2015 Order in this proceeding.  
The Department provides its recommendations herein and is available to answer any 
questions that the Commission may have. 
 
Sincerely, 
 
 
 
/s/ DALE V. LUSTI 
Financial Analyst 
651-539-1829 
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I. INTRODUCTION 
 
Following the Minnesota Public Utilities Commission’s (Commission) March 26, 2015 
deliberations in the matter of the application of Northern States Power Company, doing 
business as Xcel Energy (Xcel or the Company), for authority to increase rates for electric 
service in Minnesota, Xcel submitted on May 1, 2015 a preliminary compliance filing related 
to the Class Cost of Service Study (CCOSS) and class revenue apportionment pursuant to 
the Commission’s March 26, 2015 conclusions in Docket No. E002/GR-13-868 (Docket 13-
868).  This filing was preliminary since the Commission had not yet issued its Order. 
 
On May 8, 2015, the Commission issued its Findings of Fact, Conclusions, and Order (2015 
Order) in Docket 13-868. 
 
On May 15, 2015, the Commission issued a Notice for comments on Xcel’s preliminary 
compliance filing of class cost of service study and class revenue apportionment schedules. 
 
The Division of Energy Resources of the Minnesota Department of Commerce (Department 
or DOC) reviewed Xcel’s May 1, 2015 compliance filing related to all issues.  In addition to 
the Department’s separate letters on Xcel’s financial issues,1 this letter addresses the 
following two items, CCOSS and class revenue apportionment, with testing of Xcel’s financial 
data as discussed below.   
 
Ordering Paragraph 48 of the 2015 Order required Xcel to: 
 

                                                 
1 Specifically, the Department’s May 27, 2015 letter regarding insurance proceeds for Sherco 3 and the 
Department’s requests regarding: a) Xcel’s proposed implementation of the Commission’s Monticello Order 
and b) reconsideration of the passage-of-time issue. 
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1. Rerun the CCOSS in accordance with all Commission decisions in this docket 
and the Monticello docket (Docket No. E002/CI-13-754) that affect the CCOSS, 
and 

 
2. Set the class revenue apportionment by applying a Commission-required 

methodology to the revised CCOSS. 
 
The Department submits these Comments addressing each of these two compliance items, 
pursuant to Ordering Paragraph 48 of the 2015 Order. 
 
 
II. DEPARTMENT ANALYSIS OF THE REVISED CCOSS 
 
A. CCOSS BACKGROUND 
 
The Department notes that the following background information on the CCOSS guided the 
Department’s review of Xcel’s compliance CCOSS in response to the 2015 Order. 
 
The CCOSS is a mathematical model.  As such, it consists of two types of variables, 
exogenous (or inputs) and endogenous variables (or outputs), and a set of equations 
(relationships between variables).   
 
Endogenous variables are the variables that are determined within the model.  For example, 
the Residential class’s revenue requirement (or cost of service) is an endogenous variable 
determined within the model and its value becomes known only after the CCOSS is solved.   
 
Exogenous variables are the variables whose values come from outside of the model.  For 
example, test year costs, sales data, or the rate of return are exogenous variables because 
they are set outside of the CCOSS. 
 
An equation expresses a relationship between variables.  For example, Company Witness 
Michael Peppin’s proposal “to classify the costs of the Nobles and Grand Meadow wind 
farms as 100 percent capacity and allocate these costs to customer classes based upon the 
D10S capacity allocator” would be characterized by the following two sets of equations in 
Xcel’s proposed Direct CCOSS.  Equations (1)-(3) represent Xcel’s proposed classification of 
these costs and equations (4)-(7) represent Xcel’s proposed allocation of these costs: 
 

(1) Wc = wc W, where wc is the percentage of the costs of the Nobles and Grand 
Meadow wind farms classified as capacity-related and W is the costs of the 
Nobles and Grand Meadow wind farms; 

(2) We = we W, where we is the percentage of the costs of the Nobles and Grand 
Meadow wind farms classified as energy-related; 

(3) wc = 100 and we = 100 - wc; 
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(4) CR = DR Wc, where CR is the cost of the Nobles and Grand Meadow wind farms 
allocated to the Residential class and DR is the percentage contribution of the 
Residential class to NSP system peak; 

(5) CND = DND Wc, where CND is the cost of the Nobles and Grand Meadow wind 
farms allocated to the C&I Non-Demand class and DND is the percentage 
contribution of the C&I Non-Demand class to NSP system peak; 

(6) CD = DD Wc, where CD is the cost of the Nobles and Grand Meadow wind farms 
allocated to the C&I Demand class and DD is the percentage contribution of the 
C&I Demand class to NSP system peak; and 

(7) CL = DL Wc, where CL is the cost of the Nobles and Grand Meadow wind farms 
allocated to the Lighting class and DL is the percentage contribution of the 
Lighting class to NSP system peak. 

 
The values of the endogenous variables, by construction, depend on the values of the 
exogenous variables and the specific relationships between variables included in the model.  
In the above example, the exogenous variables (inputs) are the cost of the Nobles and 
Grand Meadow wind farms and the percentage contribution of each customer class to NSP’s 
system peak.  The specific relationships between variables in the above example are the 
methods used by Xcel.to classify, then allocate costs across customer classes.  The 
endogenous variables here are the costs of the Nobles and Grand Meadow wind farms 
assigned to each customer class. 
 
As indicated above, each customer class’s cost of service will depend not only on the 
classification and allocation methods chosen, but also on all the values of the exogenous 
variables of this mathematical model, including but not limited to the sales forecasts and 
financial data.  Each customer class’s revenue requirement will depend not only on the 
Commission’s decision on specific classification and allocation methods within the CCOSS, 
but also on the Commission’s decision on specific exogenous variables of the CCOSS, such 
as the amounts and items in the rate base, expenses, the rate of return, and sales forecast. 
 
Given that Xcel’s CCOSS spreadsheets do not have separate tabs that clearly identify all the 
inputs (non-financial and financial data) and relationships between the variables, the 
Department requested the Company through discovery to:2 
 

(1) Provide a list of all modifications to the inputs of Xcel’s Direct 2014 (and 2015) 
CCOSS required by the 2015 Order; 

(2) Provide a list of all modifications Xcel made to the inputs of Xcel’s Direct 2014 
(and 2015) CCOSS to comply with the 2015 Order; 

(3) Explain and justify any difference between the two lists above; 

                                                 
2 Source: Department’s May 14, 2015 Information Request Nos. 4 (2014 compliance CCOSS) and 5 (2015 
compliance CCOSS), included as Attachment 1 to these comments. 
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(4) Provide a list of all modifications to the classification and allocation methods of 
Xcel’s Direct 2014 (and 2015) CCOSS required by the 2015 Order; 

(5) Provide a list of all modifications made to the classification and allocation 
methods of Xcel’s 2014 (and 2015) CCOSS to comply with the 2015 Order; 

(6) Explain and justify any difference between the two lists above; 
(7) Demonstrate that the revised 2014 (and 2015) CCOSS incorporates all the 

modifications required by the 2015 Order. 
 
This discovery was required because the Department’s review of the Company’s May 1, 
2015 compliance filing, compared to the Commission’s May 8, 2015 Order, as well as the 
subsequently provided live compliance 2014 and 2015 CCOSSs raised several issues as 
discussed further below. 
 
To help expedite and provide for a more thorough review process, given the limitations of 
Xcel’s CCOSS model described above, the Department and the Company met on May 21, 
2015 so that Xcel could address the Department’s initial issues. 
 
The Department summarizes below its conclusions based on that meeting, along with review 
of Xcel’s subsequent response to discovery:3   
 

• compliance with non-financial input data: sales, number of customers and load 
data: 

• compliance with the financial data, including 2014 and 2015 adjustments and 
final revenue requirements ; 

• compliance with the classification and allocation methods; and 
• compliance and evaluation of the class apportionment schedules (Section III of 

these comments). 
 
B. COMPLIANCE WITH NON-FINANCIAL INPUT DATA 
 
The May 8, 2015 Order at Ordering point 34 states: 
 

The Commission adopts the weather-normalized sales data in 
Xcel’s January 16, 2015 compliance filing for rate-making 
purposes. 

 
In the Company’s response to Department Information Request (IR) Nos. 4 and 5, the 
Company provided the following response to subpart 2 of IR 4: 
 

                                                 
3 Xcel’s May 27, 2015 response to the Department’s information request Nos. 4 and 5, included as 
Attachments 2 and 3 to these comments. 
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2) The following modifications are required by the 
Commissions 2015 order:  

 
… c) Update present revenues, sales and customers to 

reflect 2014 weather normalized actual values. 
 
Under subpart 6 of its response to DOC IR 4, Xcel states, in part, the following: 

6) Below is a list of all modifications to the classification 
and allocation methods required by the 2015 
Commission Order: 

 
a) Adjust the energy, demand and customer 

allocators to reflect the change sales and 
customers. … 

 
The Department notes that the test year 2014 and 2015 sales and customers used by Xcel 
in its preliminary May 1, 2015 CCOSS filing do not match the Company’s January 16, 2015 
compliance filing that included the actual weather normalized sales and customer counts.  
When the Department met with Xcel on May 21, 2015, the Department mentioned this 
discrepancy to Xcel.  With regards to this discrepancy in data, the Company provided its 
explanation for the discrepancy by stating the following:4 
 

i. The Company does not include the interdepartmental sales 
in its CCOSS; 
   

ii. For the customer counts, the Company excluded Auto 
Protective Lighting Customers from the Company’s January 
16th, 2015 compliance filing.  In the CCOSS we include APL 
customers but exclude Interdepartmental. 

 
The Department observes that interdepartmental sales for 2014 were approximately 0.04 
percent of total sales.  The discrepancy in customer counts is approximately 22,768 (as a 
result of the 11 interdepartmental customers and approximately 22,779 Auto Protective 
Lighting customers) which equates to approximately 1.8 percent of total customers.  Thus, 
based on the information available at this point, the Department concludes that the 
Company’s sales and customer inputs do not match what the Commission adopted in its 
May 8, 2015 Order. 
  

                                                 
4 Source: Xcel’s May 21, 2015 email response included as Attachment 4 to these comments. 
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C. COMPLIANCE WITH FINANCIAL INPUT DATA 
 
To evaluate the financial data included in the CCOSS, the Department selected several 
adjustments in 2014 and 2015 for testing to confirm financial adjustments were correctly 
updated in the CCOSS.  Specifically, the Department selected the following adjustments for 
testing and the Company agreed to isolate these adjustments to allow the Department to 
confirm they were included in the CCOSS:  
 

• 2014 – Monticello not used and useful 
• 2014 – PI Extend Power Uprate (EPU) short-term debt return only 
• 2014 – Corporate Aviation 
• 2014 and 2015 – Rate of Return 
• 2015 – Monticello Prudency 
• 2015 – Production Tax Credits for Borders Wind and Pleasant Valley 

 
Based on the information the Company provided at the May 21, 2015 meeting, which 
showed the CCOSS filed in Direct Testimony and the CCOSS filed in the final rate case 
compliance, the Department was able to confirm that the final revenue requirements for 
2014 and 2015 were generally correctly reflected in the CCOSS and the rate of return for 
2014 and 2015, with two exceptions.  
 
In addition to the Department’s concerns about Xcel’s implementation of the Commission’s 
Monticello Order, as discussed in the Department’s Request for Clarification filed today, the 
Department notes that Xcel determined the 2015 Step to be $3,323,000 greater than the 
amount shown in the Commission Order at page 94.  The difference is based on the 
Commission applying the 2015 rate of return only to the 2015 Step projects, and not to the 
2014 rate base plus the 2015 Step projects; which Xcel prefers.   
 
The Department sees a similarity to the Commission’s decision not to approve a “Passage of 
Time” adjustment, and the Commission decision to apply the 2015 rate of return only to the 
2015 Step projects (both result in a very narrow interpretation of what can be updated for 
the 2015 Step).  Thus, while the Department would prefer that the Commission approve the 
Department’s recommended “Passage of Time” adjustment, for this proceeding the 
Department could agree with the Commission that it would be appropriate to apply the rate 
of return only to the 2015 Step projects.   
 
Based on the information the Company provided after the May 21 meeting, in response to 
Department information request nos. 4 and 5 (primarily Part 10 of both information request 
responses) and Attachment C5 to Department information request no. 4 regarding the 
financial adjustment listed above, the Department was also able to confirm that the 

                                                 
5 Attachment C was provided by the Company to the Department at 4 pm on Wednesday, May 27, 2015. 
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adjustments tested were correctly updated and reflected in the CCOSS used for final 
compliance, except for the following adjustments discussed below: 
   

• Corporate Aviation – the Company reduced by $840,000 the administrative and 
general expenses; the Department defers to the OAG-AUD to determine if this 
adjustment is appropriate. 

• Production Tax Credits for Borders Wind and Pleasant Valley – the Company 
reduced by $6,504,000 the Federal and State Taxes, which is not consistent with 
the adjustment agreed to by the Department and Company of $11,903,000.6  
The Company indicated in an email sent at 4 pm on Wednesday May 27 with the 
following note in Attachment C to the Department’s information request no. 4:  
“Please note that the PTC credit is absorbed in the [net operating loss] NOL 
calculation (the NOL grows due to deferring the impact of the PTCs in the current 
year).”  As a result, the difference in the agreed-upon adjustment and the 
adjustment actually made in CCOSS may be the difference in tax amount the 
Company could use of $6,504,000 and the remaining amount $5,399,000 that 
increases the net operating loss (NOL) but will be flowed back to customer when 
used.  However, Xcel needs to fully explain and document the reason for this 
difference. 

 
In summary, the Department was generally able to confirm that the financial impacts of the 
Commission’s Order for 2014 and 2015 were reflected in the CCOSS, except for rate of 
return for 2015 Step, Corporation Aviation adjustment and Production Tax Credits for 
Borders Wind and Pleasant Valley, as discussed above, and Xcel’s implementation of the 
Commission’s Monticello Order, as discussed in the Department’s Request for Clarification.  
In addition, as discussed below, the Department had a concern with the amount of 
economic development discounts. 
 
D. COMPLIANCE WITH THE CLASSIFICATION AND ALLOCATION METHODS 
 
Following the May 21, 2015 meeting with Xcel, the Department identified two issues that 
needed to be addressed: a financial issue (the amount of economic development discounts 
included in the revised 2014 and 2015 CCOSSs) and a classification issue related to Other 
O&M expenses.  The Department discusses these issues below. 
  

                                                 
6 See Campbell Opening Hearing Statement at page 1 and NSP Ex.99 at 7 and Schedule 1 (Robinson 
Rebuttal). 
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Amount of Economic Development Discounts 
 
As identified under Attachment A (Resolved Issues and Undisputed Corrections-Issue 37) of 
the Administrative Law Judge’s December 26, 2014 Findings of Fact, Conclusion of Law, 
and Recommendations in Docket No. 13-868 (2014 ALJ Findings of Fact), Xcel accepted in 
Rebuttal testimony to reduce the annual amount of lost revenues (economic development 
discounts) it will recover annually through base rates from its proposed [TRADE SECRET 
DATA HAS BEEN EXCISED]. 
 
During the May 21, 2015 meeting, Xcel was not able to identify and justify the amount of 
economic development discounts included under both the compliance 2014 and 2015 
CCOSSs.  These amounts do not have a separate line item in the CCOSSs to identify them; 
instead, they are lumped with the interruptible rate discounts under the heading of “Rate 
Discounts.” 
 
The Company stated that it would provide additional documentation in their response to the 
Department’s information request Nos. 4 and 5 to demonstrate Xcel’s compliance regarding 
this issue.  Xcel’s May 27, 2015 response to IR 4 was limited to: 
  

(1) a table with a breakdown of costs between the interruptible rate discounts and 
the economic development discounts that Xcel would recover through base 
rates, and 

(2) a statement that “the rate discounts for economic development were 
inadvertently excluded from the rate discount cost allocation process” of Xcel’s 
2014 and 2015 compliance CCOSS. 

 
The breakdown provided appears to indicate that Xcel is in compliance with the 2015 Order 
since the 2014 amount included for the economic development discounts is the 
Commission-approved amount of [TRADE SECRET DATA HAS BEEN EXCISED], within Xcel’s 
revised total 2014 rate discounts amount of $70,399,145.  However, the information Xcel 
provided shows that the Company is not in compliance with the 2015 Order regarding the 
2014 amount of economic development discounts to be recovered through base rates, 
since the total $70,399,145 exceeds the total $68,514,000 amount Xcel provided earlier in 
this case. 
 
As noted above, the economic development discounts and the interruptible rate discounts 
are combined and showed only as a single line item in the CCOSS, “Rate Discounts.”  As 
shown in Xcel’s June 10, 2014 response to IR 730,7 the Company calculated a total 2014 
and 2015 rate discount amount of [TRADE SECRET DATA HAS BEEN EXCISED] as the result 
of using the 2013 actual economic development discounts disbursed by Xcel, ([TRADE 

                                                 
7 Source: Xcel’s June 10, 2014 response to the Department’s information request Nos. 730 and 731, included 
as Attachments 5 and 6 to these comments. 
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SECRET DATA HAS BEEN EXCISED]), instead of the amount proposed by Xcel in Direct 
Testimony ([TRADE SECRET DATA HAS BEEN EXCISED]).  In addition, Xcel provided a similar 
amount in Rebuttal Testimony, $68,514,000, for both its 2014 and 2015 Rebuttal 
CCOSSs.8  There is a substantial difference (about $1,885,000) between the total amounts 
of 2014 rate discounts provided by Xcel in the record and the amount used by Xcel in its 
correction to its proposed compliance 2014 CCOSS. 
 
Moreover, Xcel’s last-minute statement that it excluded the economic development 
discounts raises more questions about the Company’s proposed compliance that cannot be 
verified based on the information available at this time.   
 
The Department notes that a similar substantial difference between the total amounts of 
2015 rate discounts provided by Xcel in the record and the amount used by Xcel in its 
correction to its compliance 2015 CCOSS.  Thus, the Department concludes that Xcel’s 
“Rate Discounts” amount used in the compliance 2014 and 2015 CCOSSs should be limited 
to $68,514,000. 
 
Classification of Other O&M Expenses 
 
As stated in the Commission’s May 15, 2015 Notice, in ordering paragraphs 35 and 36, the 
Commission authorized the following:  
 

35.  Xcel shall modify its 2014 and 2015 class-cost-of-service studies to 
classify the costs of the Grand Meadow and Nobles wind farms on the 
same basis as its other fixed production-plant costs using the plant-
stratification method.  

 
36.  Xcel shall modify its 2014 and 2015 class-cost-of-service studies to 

use the location method rather than the predominant-nature method 
to allocate other production O&M costs. 

 
During the May 21 meeting with Xcel, the Company appeared to demonstrate that it 
modified its 2014 and 2015 CCOSSs in compliance with ordering paragraph 36.  However, 
following further review of the compliance 2014 and 2015 CCOSSs, the Department 
identified two related issues. 

 
First, the Company did not revise the calculation of the energy/capacity classification 
(65%/35%) of Other O&M costs it provided in Direct Testimony. 
 

                                                 
8 Source: Attachment 7 to these comments. 
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As shown in the table below reproducing Table 7 of Mr. Peppin’s Direct Testimony, where the 
input data is highlighted to facilitate review, Xcel’s compliance calculation of the 
energy/capacity classification (65%/35%) is still based on: 
 

• The assumption that the Grand Meadow and Nobles wind farms should be 
classified on the same basis of peaking plants, i.e., 100 percent capacity-related 
costs.  This approach is inconsistent with ordering paragraph 35.   
 

• The use of cost data for all production plant costs in Xcel’s Plant Stratification 
analysis that do not reflect Xcel’s statement and documentation (Table 4) 
provided during the May 21 meeting that it updated “its CCOSS results using 
2013 cost data for Pleasant Valley and Border Winds as well as for all other 
production plant costs in its Plant Stratification analysis” in compliance with 
ordering point 712 of the 2014 Findings of Fact.   

 
Live Reproduction of Table 7 of Peppin Direct:   

Classification of Other O&M Expenses in 2014 Direct CCOSS 
 

Expense Category 
($ thousands) 

2014 Other 
O&M 

% 
Energy 

% 
Capacity 

Energy 
Costs 

Capacity 
Costs 

Chemicals/Water 13,005.20 100 0 13,005.20 - 
Fossil 77,396.80 61 39 47,212.05 30,184.75 
Combustion 43,548.50 0 100 - 43,548.50 
Nuclear 309,783.40 79.1 20.9 245,038.67 64,744.73 
Combined Cycle 30,601.80 24.6 75.4 7,528.04 23,073.76 
Hydro 472.90 83 17 392.51 80.39 
Wind (Grand Meadow&Nobles) 6,823.30 0 100 - 6,823.30 
Total Generation 481,631.90 65.0 35.0 313,176.47 168,455.43 
Corporate Other 18,516.80 65.0 35.0 12,040.37 6,476.43 
Regional Market 7,983.50 65.0 35.0 5,191.19 2,792.31 
JCOSS O&M Adjustment  (2,063.00) 65.0 35.0 (1,341.45) (721.55) 
Total Other O&M 506,069.20 65.0 35.0 329,066.58 177,002.62 

 
Using the compliance input data provided by Xcel during the May 21 meeting, the Department 
recalculated the classification of Other O&M expenses as follows for the 2014 compliance 
CCOSS: 
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Table 7 updated with following changes: 
 

Classification of each category of production plants with 2013 updated data from Table 4 
provided by Xcel during the May 21, 2015 meeting, including use of stratification to classify 
wind as opposed to classifying wind as 100% capacity, results in the following: 

 
Expense Category 

($ thousands) 
2014 Other 

O&M 
% 

Energy 
% 

Capacity 
Energy 
Costs 

Capacity 
Costs 

Chemicals/Water 13,005.20 100 0 13,005.20 - 
Fossil 77,396.80 60.8 39.2 47,057.25 30,339.55 
Combustion 43,548.50 0 100 - 43,548.50 
Nuclear 309,783.40 80.9 19.1 250,614.77 59,168.63 
Combined Cycle 30,601.80 23.7 76.3 7,252.63 23,349.17 
Hydro 472.90 85.9 14.1 406.22 66.68 
Wind (Grand Meadow & 
Nobles) 6,823.30 95.6 4.4 6,523.07 300.23 

Total Generation 481,631.90 67.4 32.6 324.859.15 156,772.75 
Corporate Other 18,516.80 67.4 32.6 12,489.15 6,027.28 
Regional Market  67.4 32.6   
 7,983.50   5,384.84 2,598.66 
JCOSS O&M Adjustment  (2,063.00) 67.4 32.6 (1,391.49) (671.51) 
Total Other O&M 506,069.20 67.4 32.6 341,342.03 164,727.17 

 
The Department notes that, as a result of the Department’s corrections to comply in part 
with the 2015 Order, classification of Other O&M expenses increases from a 65% energy-
related to a 67.4 percent energy-related classification.  In addition, the Department notes 
that Xcel has not updated the cost breakdown of the 2014 Other O&M expenses of 
$506,069,200.  Given that the 2014 compliance CCOSS shows a different total amount for 
the Minnesota jurisdiction Other O&M expenses of $500,311,757, an update of the 
corresponding cost breakdown may affect also the compliance classification of the Other 
O&M expenses. 
 
The Department’s review of Xcel’s May 27, 2015 response to IR 5 raises the same concerns 
as discussed above.  In fact, even without changing the financial data, the Department 
expects that the 2015 portion of the other O&M expenses classified as energy-related would 
increase even further when taking into account the classification of the costs of the two new 
wind facilities, Pleasant Valley and Border wind farms, included in the 2015 compliance 
CCOSS. 
 
In summary, the above discussion indicates that Xcel’s proposed compliance 2014 and 
2015 CCOSSs do not comply with the Commission’s May 8, 2015 Order. 
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Thus, at this time, it appears that Xcel did not comply: 

• with the requirement to halve the amount of economic development discounts 
[TRADE SECRET DATA HAS BEEN EXCISED] the Company will recover through 
base rates; and  

• with ordering point 35 of the 2015 Order and the ordering point 712 of the 2014 
Findings of Fact.   

 
In addition, a more general concern goes to the reliability of Xcel’s CCOSS as a reliable 
model.  A reasonable model should be reliable in the sense that once any specific input data 
or relationship is changed, the change carries through the model.  However, it appears that 
Xcel’s CCOSS model is not reliable in this manner, since Xcel stated that it changed the 
classification of the costs of the Grand Meadow and Nobles wind farms and made other 
changes in its compliance CCOSSs, but these change were not reflected in the calculation of 
the classification of Other O&M expenses and other factors.  These facts indicate that there 
is a need for Xcel to improve its CCOSS model to reflect automatically all changes made to 
the input data and to the relationships between the variables of the model. 
 
The Department recommends that the Commission require Xcel to ensure internal 
consistency within its CCOSS by the time the Company files its next rate case and have 
direct links to any and all inputs used in its model.  One way to ensure a reasonable review 
of this requirement would be for Xcel to include specific tabs within its CCOSS model that 
clearly identify all inputs (non-financial and financial) as well as all relationships between 
variables used in its model.  Any use of these inputs or relationships within the model should 
be directly linked to these source inputs and/or relationships. 
 
In addition, the Department recommends that these source inputs be linked to the financial 
data and non-financial data filed in the record so that any changes made to comply with the 
ALJ’s and Commission’s Orders will be clearly and promptly reflected in the relevant 
compliance CCOSS. 
 
 
III. DEPARTMENT ANALYSIS OF THE CLASS REVENUE APPORTIONMENT 
 
In its May 8, 2015 Order, the Commission ordered Xcel to apportion its revenue requirement 
among the customer classes using the following methodology to the revised CCOSS: 
 

• Set the Commercial and Industrial Non-Demand class apportionment at the cost-
based level indicated by the revised CCOSS; 
 

• Move the Residential class 75 percent closer to cost – unless the revised CCOSS 
shows that the Residential class is contributing more than its share of cost – in 
that case, set the Residential class apportionment at the cost-based level; 
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• Maintain the current level of Lighting class revenues; and 

 
• Recover the remaining revenue requirement from the C&I Demand class. 

 
The Department reviewed the Company’s proposed apportionment of revenue responsibility 
and, based on the information available at this time, concludes that it appears to comply 
with the Commission’s Order, with the exception of Xcel’s calculation of apportionment to 
the Residential class.  In calculating the apportionment of revenue responsibility to the 
Residential class, Xcel first calculated the increase assuming an across-the-board increase 
to all customer classes of 5.94 percent.  To move the Residential class 75 percent closer to 
cost, the Company then increased Residential class revenue responsibility by 75 percent of 
the difference between an across-the-board increase, and the results of the revised CCOSS. 
 
In its May 5, 2015 Order, the Commission discusses its finding to move the Residential 
class 75 percent closer to cost, stating, “any upward adjustment to the Residential class will 
be limited to 75 percent of the difference between that class’s updated present revenue 
figure and its revised CCOSS-indicated cost.”  (Order at 84).  The Department understands 
the Commission’s Order to require the 75 percent to apply to the difference between 
updated current revenues and the results of the CCOSS rather than revenues based on an 
across-the-board increase.   
 
Following the directive of the Commission’s Order would shift revenue responsibility from the 
Residential to the Large Commercial and Industrial class.  Table 1, below, compares the 
apportionments using Xcel’s proposal and the methodology discussed in the Commission’s 
Order, based only on 2015 information.  As shown in Table 1, using the Commission’s 
methodology results in an increase of 4.71 percent to the Residential Class compared with 
6.19 percent using Xcel’s apportionment.  For the C&I Demand class, the Commission’s 
method would result in an increase in revenue responsibility of 6.83 percent compared with 
5.93 percent.  Likewise, Table 2 shows the revenue apportionment shift between the 
Residential class and C&I Demand class as a percentage of total income. 

 
Table 1:  Comparison of Apportionment of Revenue Responsibility 

 
  

Class Revised 
Current 

Revised 
CCOSS 

Xcel 
Proposed 
Apportion 

PUC 
Methodology 

Xcel % 
Increase 

PUC % 
Increase 

Residential $1,023,121 $1,087,369 $1,086,489 $1,071,307 6.19% 4.71% 
Non-Demand $108,086 $113,601 $113,601 $113,601 5.10% 5.10% 
C&I Demand $1,669,134 $1,767,681 $1,768,031 $1,783,213 5.93% 6.83% 
Lighting $26,319 $25,789 $26,319 $26,319 0.00% 0.00% 
  Total $2,826,660 $2,994,440 $2,994,440 $2,994,440 5.94% 5.94% 
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Table 2:  Apportionment as a Percent of Total Income 
 

Class Revised Current Revised CCOSS Xcel Proposed 
Apportion 

PUC Methodology 

Residential 36.20% 36.31% 36.28% 35.78% 
Non-Demand 3.82% 3.79% 3.79% 3.79% 
C&I Demand 59.05% 59.03% 59.04% 59.55% 
Lighting 0.93% 0.86% 0.88% 0.88% 
  Total 100.00% 100.00% 100.00% 100.00% 
 
There have been many moving parts in this rate proceeding, including the shift in revenue 
responsibility between the Residential and C&I Demand classes.  More shifts may occur as a 
result of the issues discussed above.  Thus, the Department notes that, once the financial 
and CCOSS issues are finalized in this proceeding, the Commission may wish to request Xcel 
to provide estimated rate and bill impacts for customer classes to affirm the methodology of 
apportioning revenue responsibility. 
 
 
IV. DEPARTMENT RECOMMENDATION 
 
The Department concludes that the Company’s sales and customer inputs do not match 
what the Commission adopted in its May 8, 2015 Order. 
 
The Department was generally able to confirm that the financial impacts of the 
Commission’s Order for 2014 and 2015 were reflected in the CCOSS, except for: 
 

• rate of return for 2015 Step;  
• Corporation Aviation adjustment and Production Tax Credits for Borders Wind and 

Pleasant Valley;  
• Sherco 3 Insurance proceeds (addressed in a separate letter); 
• Xcel’s economic development discounts; and  
• potentially Xcel’s implementation of the Commission’s Monticello Order 

(addressed in the Department’s Request for Clarification. 
 
The Department concludes that Xcel’s compliance 2014 and 2015 CCOSSs do not fully 
comply with ordering point 712 of the 2014 Findings of Fact and with ordering points 35 
and 36 of the 2015 Order. 
 
The Department recommends that the Commission require Xcel to ensure internal 
consistency within its CCOSS by the time the Company files its next rate case and have 
direct links to any and all inputs used in its model.  One way to ensure a reasonable review 
of this requirement would be for Xcel to include specific tabs within its CCOSS model that 
clearly identify all inputs (non-financial and financial) as well as all relationships between 
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variables used in its model.  Any use of these inputs or relationships within the model should 
be directly linked to these source inputs and/or relationships. 
 
In addition, the Department recommends that these source inputs be linked to the financial 
data and non-financial data filed in the record so that any changes made to comply with the 
ALJ’s and Commission’s Orders will be clearly and promptly reflected in the relevant 
compliance CCOSS. 
 
Finally, the Department notes that, once the financial and CCOSS issues are finalized in this 
proceeding, the Commission may wish to request Xcel to provide estimated rate and bill 
impacts for customer classes to affirm the methodology of apportioning revenue 
responsibility. 
 
/lt 































































































CERTIFICATE OF SERVICE 
 

I, Sharon Ferguson, hereby certify that I have this day, served copies of the 
following document on the attached list of persons by electronic filing, certified 
mail, e-mail, or by depositing a true and correct copy thereof properly 
enveloped with postage paid in the United States Mail at St. Paul, Minnesota. 
 
Minnesota Department of Commerce 
Public Comments – Class Cost of Service Study 
 
Docket No. E002/GR-13-868 
 
Dated this 28th day of May 2015 
 
/s/Sharon Ferguson 
 
 



First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name

Christopher Anderson canderson@allete.com Minnesota Power 30 W Superior St
										
										Duluth,
										MN
										558022191

Electronic Service No OFF_SL_13-868_Official

Julia Anderson Julia.Anderson@ag.state.m
n.us

Office of the Attorney
General-DOC

1800 BRM Tower
										445 Minnesota St
										St. Paul,
										MN
										551012134

Electronic Service Yes OFF_SL_13-868_Official

Alison C Archer alison.c.archer@xcelenerg
y.com

Xcel Energy 414 Nicollet Mall FL 5
										
										Minneapolis,
										MN
										55401

Electronic Service Yes OFF_SL_13-868_Official

Ryan Barlow Ryan.Barlow@ag.state.mn.
us

Office of the Attorney
General-RUD

445 Minnesota Street
										Bremer Tower, Suite 1400
										St. Paul,
										Minnesota
										55101

Electronic Service Yes OFF_SL_13-868_Official

James J. Bertrand james.bertrand@leonard.c
om

Leonard Street & Deinard 150 South Fifth Street,
Suite 2300
										
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_13-868_Official

William A. Blazar bblazar@mnchamber.com Minnesota Chamber Of
Commerce

Suite 1500
										400 Robert Street North
										St. Paul,
										MN
										55101

Electronic Service No OFF_SL_13-868_Official

Michael Bradley mike.bradley@lawmoss.co
m

Moss & Barnett 150 S. 5th Street, #1200
										
										Minneapolis,
										MN
										55402

Electronic Service Yes OFF_SL_13-868_Official

James Canaday james.canaday@ag.state.
mn.us

Office of the Attorney
General-RUD

Suite 1400
										445 Minnesota St.
										St. Paul,
										MN
										55101

Electronic Service Yes OFF_SL_13-868_Official

Aakash Chandarana Aakash.Chandara@xcelen
ergy.com

Xcel Energy 414 Nicollet Mall FL 5
										
										Minneapolis,
										MN
										55401

Electronic Service Yes OFF_SL_13-868_Official

Jeanne Cochran Jeanne.Cochran@state.mn
.us

Office of Administrative
Hearings

P.O. Box 64620
										
										St. Paul,
										MN
										55164-0620

Electronic Service Yes OFF_SL_13-868_Official



2

First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name

John Coffman john@johncoffman.net AARP 871 Tuxedo Blvd.
										
										St, Louis,
										MO
										63119-2044

Electronic Service No OFF_SL_13-868_Official

Jeffrey A. Daugherty jeffrey.daugherty@centerp
ointenergy.com

CenterPoint Energy 800 LaSalle Ave
										
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_13-868_Official

James Denniston james.r.denniston@xcelen
ergy.com

Xcel Energy Services, Inc. 414 Nicollet Mall, Fifth
Floor
										
										Minneapolis,
										MN
										55401

Electronic Service Yes OFF_SL_13-868_Official

Ian Dobson ian.dobson@ag.state.mn.u
s

Office of the Attorney
General-RUD

Antitrust and Utilities
Division
										445 Minnesota Street, 1400
BRM Tower
										St. Paul,
										MN
										55101

Electronic Service Yes OFF_SL_13-868_Official

Sharon Ferguson sharon.ferguson@state.mn
.us

Department of Commerce 85 7th Place E Ste 500
										
										Saint Paul,
										MN
										551012198

Electronic Service Yes OFF_SL_13-868_Official

Stephen Fogel Stephen.E.Fogel@XcelEne
rgy.com

Xcel Energy Services, Inc. 816 Congress Ave, Suite
1650
										
										Austin,
										TX
										78701

Electronic Service No OFF_SL_13-868_Official

Benjamin Gerber bgerber@mnchamber.com Minnesota Chamber of
Commerce

400 Robert Street North
										Suite 1500
										St. Paul,
										Minnesota
										55101

Electronic Service Yes OFF_SL_13-868_Official

Michael Hoppe il23@mtn.org Local Union 23, I.B.E.W. 932 Payne Avenue
										
										St. Paul,
										MN
										55130

Electronic Service No OFF_SL_13-868_Official

Alan Jenkins aj@jenkinsatlaw.com Jenkins at Law 2265 Roswell Road
										Suite 100
										Marietta,
										GA
										30062

Electronic Service No OFF_SL_13-868_Official



3

First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name

Linda Jensen linda.s.jensen@ag.state.m
n.us

Office of the Attorney
General-DOC

1800 BRM Tower 445
Minnesota Street
										
										St. Paul,
										MN
										551012134

Electronic Service Yes OFF_SL_13-868_Official

Richard Johnson Rick.Johnson@lawmoss.co
m

Moss & Barnett 150 S. 5th Street
										Suite 1200
										Minneapolis,
										MN
										55402

Electronic Service Yes OFF_SL_13-868_Official

Sarah Johnson Phillips sjphillips@stoel.com Stoel Rives LLP 33 South Sixth Street
										Suite 4200
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_13-868_Official

Mark J. Kaufman mkaufman@ibewlocal949.o
rg

IBEW Local Union 949 12908 Nicollet Avenue
South
										
										Burnsville,
										MN
										55337

Electronic Service No OFF_SL_13-868_Official

Thomas G. Koehler TGK@IBEW160.org Local Union #160, IBEW 2909 Anthony Ln
										
										St Anthony Village,
										MN
										55418-3238

Electronic Service No OFF_SL_13-868_Official

Mara Koeller mara.n.koeller@xcelenergy
.com

Xcel Energy 414 Nicollet Mall
										5th Floor
										Minneapolis,
										MN
										55401

Electronic Service No OFF_SL_13-868_Official

Michael Krikava mkrikava@briggs.com Briggs And Morgan, P.A. 2200 IDS Center
										80 S 8th St
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_13-868_Official

Ganesh Krishnan ganesh.krishnan@state.mn
.us

Public Utilities Commission Suite 350121 7th Place
East
										
										St. Paul,
										MN
										55101

Electronic Service Yes OFF_SL_13-868_Official

Douglas Larson dlarson@dakotaelectric.co
m

Dakota Electric Association 4300 220th St W
										
										Farmington,
										MN
										55024

Electronic Service No OFF_SL_13-868_Official



4

First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name

Peder Larson plarson@larkinhoffman.co
m

Larkin Hoffman Daly &
Lindgren, Ltd.

8300 Norman Center Drive
										Suite 1000
										Bloomington,
										MN
										55437

Electronic Service No OFF_SL_13-868_Official

John Lindell agorud.ecf@ag.state.mn.us Office of the Attorney
General-RUD

1400 BRM Tower
										445 Minnesota St
										St. Paul,
										MN
										551012130

Electronic Service Yes OFF_SL_13-868_Official

Paula Maccabee Pmaccabee@justchangela
w.com

Just Change Law Offices 1961 Selby Ave
										
										Saint Paul,
										MN
										55104

Electronic Service No OFF_SL_13-868_Official

Peter Madsen peter.madsen@ag.state.m
n.us

Office of the Attorney
General-DOC

Bremer Tower, Suite 1800
										445 Minnesota Street
										St. Paul,
										Minnesota
										55101

Electronic Service Yes OFF_SL_13-868_Official

Pam Marshall pam@energycents.org Energy CENTS Coalition 823 7th St E
										
										St. Paul,
										MN
										55106

Electronic Service No OFF_SL_13-868_Official

Mary Martinka mary.a.martinka@xcelener
gy.com

Xcel Energy Inc 414 Nicollet Mall
										7th Floor
										Minneapolis,
										MN
										55401

Electronic Service Yes OFF_SL_13-868_Official

Connor McNellis cmcnellis@larkinhoffman.c
om

Larkin Hoffman Daly &
Lindgren Ltd.

8300 Norman Center Drive
										Suite 1000
										Minneapolis,
										MN
										55437

Electronic Service No OFF_SL_13-868_Official

Brian Meloy brian.meloy@stinsonleonar
d.com

Stinson,Leonard, Street
LLP

150 S 5th St Ste 2300
										
										Minneapolis,
										MN
										55402

Electronic Service Yes OFF_SL_13-868_Official

David Moeller dmoeller@allete.com Minnesota Power 30 W Superior St
										
										Duluth,
										MN
										558022093

Electronic Service No OFF_SL_13-868_Official

Andrew Moratzka apmoratzka@stoel.com Stoel Rives LLP 33 South Sixth Street
										Suite 4200
										Minneapolis,
										MN
										55402

Electronic Service Yes OFF_SL_13-868_Official



5

First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name

David W. Niles david.niles@avantenergy.c
om

Minnesota Municipal Power
Agency

Suite 300
										200 South Sixth Street
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_13-868_Official

Regulatory Records Regulatory.Records@xcele
nergy.com

Xcel Energy 414 Nicollet Mall FL 7
										
										Minneapolis,
										MN
										554011993

Electronic Service Yes OFF_SL_13-868_Official

Kevin Reuther kreuther@mncenter.org MN Center for
Environmental Advocacy

26 E Exchange St, Ste 206
										
										St. Paul,
										MN
										551011667

Electronic Service Yes OFF_SL_13-868_Official

Richard Savelkoul rsavelkoul@martinsquires.c
om

Martin & Squires, P.A. 332 Minnesota Street Ste
W2750
										
										St. Paul,
										MN
										55101

Electronic Service Yes OFF_SL_13-868_Official

Janet Shaddix Elling jshaddix@janetshaddix.co
m

Shaddix And Associates Ste 122
										9100 W Bloomington Frwy
										Bloomington,
										MN
										55431

Electronic Service Yes OFF_SL_13-868_Official

Ken Smith ken.smith@districtenergy.c
om

District Energy St. Paul Inc. 76 W Kellogg Blvd
										
										St. Paul,
										MN
										55102

Electronic Service No OFF_SL_13-868_Official

Ron Spangler, Jr. rlspangler@otpco.com Otter Tail Power Company 215 So. Cascade St.
										PO Box 496
										Fergus Falls,
										MN
										565380496

Electronic Service No OFF_SL_13-868_Official

Byron E. Starns byron.starns@leonard.com Leonard Street and
Deinard

150 South 5th Street
										Suite 2300
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_13-868_Official

James M. Strommen jstrommen@kennedy-
graven.com

Kennedy & Graven,
Chartered

470 U.S. Bank Plaza
										200 South Sixth Street
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_13-868_Official

Eric Swanson eswanson@winthrop.com Winthrop Weinstine 225 S 6th St Ste 3500
										Capella Tower
										Minneapolis,
										MN
										554024629

Electronic Service No OFF_SL_13-868_Official



6

First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name

Lisa Veith lisa.veith@ci.stpaul.mn.us City of St. Paul 400 City Hall and
Courthouse
										15 West Kellogg Blvd.
										St. Paul,
										MN
										55102

Electronic Service No OFF_SL_13-868_Official

Samantha Williams swilliams@nrdc.org Natural Resources Defense
Council

20 N. Wacker Drive
										Ste 1600
										Chicago,
										IL
										60606

Electronic Service No OFF_SL_13-868_Official

Daniel P Wolf dan.wolf@state.mn.us Public Utilities Commission 121 7th Place East
										Suite 350
										St. Paul,
										MN
										551012147

Electronic Service Yes OFF_SL_13-868_Official

Patrick Zomer Patrick.Zomer@lawmoss.c
om

Moss & Barnett a
Professional Association

150 S. 5th Street, #1200
										
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_13-868_Official


	Ouanes-PUBLIC-c-GR-13-868
	Daniel P. Wolf
	/s/ DALE V. LUSTI
	Financial Analyst
	DVL/lt

	13-868 PUB affi
	13-868 sl

