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I. INTRODUCTION 

 
The Office of the Attorney General – Residential Utilities and Antitrust Division 

(“OAG”) submits the following Reply Comments in response to the Commission’s Notice of 

Additional Comment Period for the above-captioned matters regarding the annual review of 

electric utility fuel costs and recovery.  The OAG’s Reply Comments address two topics.  First, 

while the OAG agrees with the Minnesota Department of Commerce’s (“DOC’s”) conclusion 

that the utilities did not provide sufficient analysis to support their claims that business 

interruption insurance (“BII”) is cost prohibitive, the OAG does not agree that BII would only be 

beneficial to ratepayers when it is accompanied by a fuel clause adjustment (“FCA”) incentive 
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mechanism.1  The information provided by the utilities, however, is not sufficient to adequately 

determine if BII is reasonable.  The Commission should order utilities to conduct further analysis 

on the costs and benefits of BII for ratepayers. 

Second, the OAG agrees with the DOC on the need for an FCA incentive mechanism.  

The DOC discussed multiple types of incentive mechanisms.2  The OAG provides additional 

analysis on the factors that influence fuel costs, how these factors are partially within the 

utilities’ control, and discusses the potential benefits and detriments of some of the incentive 

mechanisms discussed by the DOC.  The OAG continues to recommend that the Commission 

consider implementing a FCA incentive mechanism that protects ratepayers from avoidable, 

higher fuel costs. 

II. THE COMMISSION SHOULD REQUIRE ADDITIONAL ANALYSIS OF BII BY 

THE UTILITIES AND IMPLEMENT BENEFICIAL RATEPAYER 

PROTECTIONS. 

 A. THE UTILITIES PROVIDED CONTRADICTORY AND MISLEADING INFORMATION 

ABOUT BII. 

 
Multiple utilities provided Reply Comments in those dockets and additional information 

has been produced to the OAG by the utilities on the subject of BII.  In general, the information 

provided by most utilities has been sparse and lacked detailed analysis.  At best, the information 

is incomplete and insufficient to determine whether BII is affordable.  In analyzing the 

comments and responses to information requests that have been provided, the OAG found that 

the utilities provided contradictory and possibly misleading information.  It appears that most 

                                                 
1 See DOC’s Response to Reply Comments at 6-7 (December 31, 2014).  Although the DOC does not explicitly state 
that BII would not benefit ratepayers, it argues that the risk/responsibility structure would be flawed without a fuel 
clause incentive mechanism.  BII would function better with a fuel clause incentive mechanism.  Even without a 
FCA incentive mechanism, however, BII would provide benefits to ratepayers.  
2 Id. at 14-15.  
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utilities have not fully analyzed the costs and benefits of BII to ratepayers.  Those utilities with 

incomplete analyses should be ordered by the Commission to conduct further analysis to ensure 

that ratepayers are paying reasonable rates, and not taking on unreasonable risks, for the service 

they are receiving.  

In Xcel’s November 10, 2014 Trade Secret Reply Comments, the company estimated that 

insuring its non-nuclear fleet would cost [XCEL TRADE SECRET BEGINS] $20 to $50 

million [XCEL TRADE SECRET ENDS].  However, in its response to OAG Information 

Request 6, Xcel noted that “(t)he above-noted cost estimate includes our 20 largest units across 

the entire Xcel Energy service territory, not just generators in the NSP System.  The cost share 

for NSPM would likely be at the lower end of the noted range.”3  This was not explained in its 

comments filed with the Commission.  Moreover, Xcel did not provide any documentation to 

support the original claimed cost.  When the OAG sought additional information regarding the 

basis for Xcel’s estimate of NSPM costs, it revealed that the company calculated the figures 

based on a verbal estimate from its broker.4  Xcel estimated that NSPM’s portion of the costs 

would be in the range of [XCEL TRADE SECRET BEGINS] $7.7 to $19.5 million—up to 

$42 million less per year than Xcel suggested in its comments.  The difference is significant 

[XCEL TRADE SECRET ENDS].   

Xcel’s claimed costs for BII are questionable.  For comparison purposes, the OAG 

calculated each of the responding utility’s cost according to both premium cost per $100 of 

coverage and by premium cost per megawatt.  Xcel estimated BII to cost [XCEL TRADE 

SECRET BEGINS] $4 to $10 per $100 of coverage, or $1,778 to $4,444 per megawatt 

                                                 
3 See Xcel’s response to OAG Information Request 6, attached as Exhibit A. 
4 See Xcel’s response to OAG Information Request 21, attached as Exhibit B. 
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[XCEL TRADE SECRET ENDS].5  By comparison, Otter Tail Power (“OTP”) received a 

verbal quote6 from its insurer of $0.55 to $1.20 per $100 of coverage for BII.7  Minnesota Power 

(“MP”) pays [MP TRADE SECRET BEGINS]  $0.06 per $100 of coverage or $375 per 

megawatt [MP TRADE SECRET ENDS]8 for BII that is currently in place.  MP’s cost is the 

only cost that was actually provided by an insurance company in writing, while OTP and Xcel 

relied on verbal quotes.  Xcel’s estimate is [TRADE SECRET BEGINS] approximately 166 

times greater than what MP pays for BII and 8 times more than OTP’s estimate  [TRADE 

SECRET ENDS].9   

The utilities have also not taken the steps necessary to sufficiently evaluate BII.  The 

OAG has attached two excerpts from the Market Power Review and an article from Power 

Engineering International that discuss the communication process and informational exchange 

that can be followed to procure an accurate quote for BII.10  These articles describe basic steps 

that utilities should take in evaluating BII.  For example, a common first step would be for the 

utility’s broker to send an engineer to meet station managers and carry out a risk assessment to 

compile a risk report.11  It is not clear utilities have completed this initial step or any of the 

subsequent recommended steps as outlined in these articles.  Moreover, a key conclusion that the 

                                                 
5 See Xcel’s response to OAG Information Request 6, attached as Exhibit A. 
6 See OTP’s response to OAG Information Request 10, attached as Exhibit C. 
7 OTP did not provide enough information to make the dollars per megawatt calculation.  For OTP’s estimate, see its 
response to OAG Information Request 9, attached as Exhibit D. 
8 See MP’s response to OAG Information Request 13 and 14, attached as Exhibit E. 
9 While the OAG recognizes that comparing the different estimated BII cost information that has been provided 
from different utilities is not a direct comparison, it is the best comparison possible with the information provided by 
the utilities. 
10 Power Market Review (Summer 2010). Global Markets International.  Found at: 
http://www.willis.com/Documents/Publications/Industries/Renewables/PowerMarketReview.pdf (attached as 
Exhibit F) and Power Engineering International, Power and insurance – an effective partnership (2011).  Found at: 
http://www.powerengineeringint.com/articles/print/volume-19/issue-5/features/power-and-insurance-an-effective-
partnership.html (attached as Exhibit G). 
11 Power Engineering International (2011). 
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Power Engineering International article comes to is that if a company is quoted a high premium, 

the company is either not providing enough information or it has a risk management problem 

that is being identified by the insurer.  

Utilities have also provided contradictory information regarding the different types of 

BII, the restrictions that insurance companies may or may not apply to BII policies, and how 

these factors could impact affordability.  OTP included the following summary on the different 

types of BII coverage:  

Otter Tail found that the coverage is specific to each location, based on each 
location’s unique factors. In addition Otter Tail found that BI, if available for a 
location, can be purchased in a range of coverages [sic] for a range of perils or 
exposures. The lowest cost coverage typically insures the differential cost 
between power generated at the location and power purchased on the open market 
with coverage for limited perils or exposures (for example equipment breakdown 
only, natural hazards, contingent BI for offsite assets such as transformers or 
power lines owned by others, etc…). The highest cost coverage insures 100 
percent of the financial benefit that would have passed to the insured had the asset 
not been impaired and would cover the broadest range of perils and exposures.12 

 
On the other hand, Xcel noted that BII “would not be available for purchase for a single plant, 

but would need to be purchased for a group of plants.”13  Xcel did not indicate whether a 

minimum number of generation facilities would be required in order to obtain a BII policy, nor 

did it substantiate the claim that BII cannot be purchased for fewer plants than Xcel’s estimate 

included with information provided directly from an insurer or broker.  For its part, MP insured 

fewer plants than Xcel stated it could, but [MP TRADE SECRET BEGINS] MP’s coverage is 

limited to wind generation [MP TRADE SECRET ENDS].14  Each utility has provided 

limited analysis of differing types of BII and, except for MP, has not provided sufficient analysis 

                                                 
12 See OTP’s response to OAG Information Request 11, attached as Exhibit H. 
13 See Xcel’s response to OAG Information Request 6, attached as Exhibit A. 
14 See MP’s response to OAG Information Request 13 and 14, attached as Exhibit E. 
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to demonstrate whether the differing types of BII are prudent.  OTP’s, IPL’s, and Xcel’s 

methodologies do not rely on quotes from direct insurers15 or any detailed analysis of the 

affordability of BII.  Failure to consider this basic information is unreasonable. 

B. THE UTILITIES FAILURE TO PURCHASE BII IS INFLUENCED BY THE LACK OF 

 INCENTIVE TO MINIMIZE FUEL COSTS. 
 

Evidence suggests that regulated utilities are failing to minimize fuel costs to the 

detriment of ratepayers.  A recent report found that deregulated coal generation plants pay 12% 

less for coal than do regulated plants, primarily because regulated generators pass through costs 

directly to ratepayers and have no incentive to “shop around” for lower coal prices.16  The same 

report found that regulated utilities choose to spend more money on coal scrubber technology to 

comply with regulation, instead of simply substituting cheaper low-sulfur coal to accomplish the 

same result, in order to make additional returns on their capital improvements.17  Each of these 

findings support the claim that regulated utilities do not minimize their fuel costs without having 

an incentive to do so.  

The fact that regulated utilities do not have an incentive to minimize their fuel costs could 

impact whether or not they consider BII to be a profit-maximizing business decision.  Since both 

fuel and replacement fuel costs are passed directly through to ratepayers, utilities’ interest in 

obtaining BII is lower than it would be if utilities internalized some fuel cost risk.  Evidence 

suggests that regulated utilities do not consider BII to be necessary for their businesses.  In 

                                                 
15 Xcel and OTP used verbal quotes from brokers to make calculations.  The complexity of BII, including the 
numerous options available and types of generation, make verbal quotes a questionable method to receive accurate 
and complete information.  While such a quote may have been an acceptable bases to provide an initial response to 
the Commission, a more thorough analysis and a more transparent methodology are required so that the Commission 
can control for variables affecting cost and protection for ratepayers.   
16 NBER, When Does Regulation Distort Costs? Lessons From Fuel Procurement in U.S. Electricity Generation. 
Cicala (2014).  
17 Id. 
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OTP’s response to OAG Information Request 10, the company stated that its “insurer notes that 

less than five percent of regulated utilities purchase business interruption insurance.”18  Given 

that regulated utilities do not have an incentive to minimize fuel and replacement fuel costs, this 

statement should not be a surprise.  It should also not be surprising that unregulated electricity 

generators commonly purchase BII because those generators retain the risk of replacement fuel 

costs associated with forced outages.19  Given that regulated utilities do not minimize fuel costs 

and that unregulated electricity generators purchase BII due to the risk of replacement power 

costs, it is likely that regulated utilities are not purchasing BII because they have no incentive to 

minimize the costs BII would insure against.  

For this reason, the DOC indicated that the effectiveness of BII will be greatly 

compromised unless utilities have an incentive to minimize fuel and replacement fuel costs.  

Specifically, the DOC stated “(e)ven if, say, a utility bought business interruption insurance on 

behalf of its customers and charged ratepayers for those costs in the FCA, the mechanism would 

be flawed because the party that would bear the risk (ratepayers) would not be the party that 

could manage the risk (utilities) by abiding by inspection and repair guidelines, hold contractors 

accountable for their missteps, etc. . . .”  For this reason, the DOC suggests that a mechanism to 

incent utilities to reduce their fuel costs must come before the utility obtains BII.   

BII would be more beneficial if a FCA incentive mechanism were in place, but BII could 

be a prudent cost without such a mechanism.  First, BII could require the utility to prove that an 

                                                 
18 See OTP’s response to OAG Information Request 10, attached as Exhibit C. 
19 See Law360 Underwriting the Wind, December 20, 2010, and NREL, Insuring Solar Photovoltaics: Challenges 

and Possible Solutions (2010) for information on BII for wind and solar.  Exelon Generation is an example of a firm 
that insures its solar and wind generation facilities. See Part I, Item 1 at 15, February 21, 2013 of 10-K report.  See 
Power Engineering International article for a discussion of BII in the (mostly unregulated) electric generation sector 
in other countries, attached as Exhibit F. 
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interruption, such as a forced outage, was not caused by its negligence.  Second, BII is often a 

policy that guards against catastrophic incidents.  A FCA incentive mechanism would ensure that 

utilities are minimizing their costs under normal conditions, but stops far short of insuring that 

catastrophic events do not occur and provides no protection for ratepayers if such an event were 

to occur.  Regardless, the FCA incentive mechanism and BII complement one another and it is 

clear that ratepayers would be less likely to pay inflated fuel costs with a FCA incentive 

mechanism.  It is also clear that utilities need to conduct further analysis on the costs and benefits 

of BII.  The Commission should require additional analysis of BII by the utilities and implement 

beneficial ratepayer protections. 

III. A FCA INCENTIVE MECHANISM IS NEEDED TO ENSURE RATEPAYERS 
ARE CHARGED REASONABLE RATES. 

 
 The changes in electricity markets and regulation since the FCA was first implemented 

have exacerbated the perverse economic incentives within the FCA.  The FCA incentivizes 

utilities to substitute capital for increased fuel efficiency, choose suboptimal fuel mixes across 

the generating fleet, and skew short- and long-term planning.  The lack of incentive to minimize 

fuel costs has created a scenario in which each utility’s poor performance is likely increasing fuel 

costs for Minnesota ratepayers.  At a recent energy forum Xcel Energy’s CEO, Mr. Ben Fowke, 

stated that “incentives do work.”20  Given the utilities’ recent interest in performance based 

regulation (“PBR”), the Commission should implement a FCA incentive mechanism to ensure 

that Minnesota ratepayers are receiving reasonable rates and utilities are incented to improve 

performance.  

                                                 
20 Center for Energy and Environment’s 35th Anniversary Policy Forum. Video available on CEE’s website. 
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A. UTILITIES CONTROL MULTIPLE FACTORS THAT DIRECTLY INFLUENCE FUEL 

COSTS. 

Utilities control multiple factors that directly influence fuel costs over the short- and 

long-run.  Regulators should not be forced to micro-manage each and every decision that impacts 

fuel costs, nor can regulators possibly review or have knowledge about even a small portion of 

all these decisions.  Since the factors that impact fuel costs are partially controlled by the 

utilities’ performance, utilities need to be provided with an incentive to minimize fuel costs to 

provide reasonable rates.  

Xcel’s August 26, 2013 comments in Docket No. 12-757, included a table that listed the 

main factors impacting the FCA from 2008 to 2012.  Xcel updated this list of factors to include 

2013 to 2014 in its response to an information request.21  The list of factors that occurred at least 

once between 2008 to 2014 can be simplified as follows: 

1. Higher natural gas, coal and nuclear fuel prices, 

2. Additional purchased power agreements (“PPAs”) and general purchases for 

biomass and wind, 

3. Increased company owned wind, 

4. Higher rail prices to transport coal, 

5. Retired coal generation, 

6. MISO market price and related expenses, and 

7. Planned and forced outages. 

Other than nuclear costs, which are unique to Xcel, each of the above factors can influence fuel 

costs for any electric utility in Minnesota.  Whether each factor is controlled or influenced by the 

                                                 
21 See Xcel’s response to OAG Information Request #2 attached as Exhibit I.  Xcel’s original table is included 
within its response, which details costs by year. 
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utility helps to inform whether or not an FCA incentive mechanism is prudent.  Therefore, the 

OAG analyzed the utilities’ control over the above factors.  The OAG’s analysis demonstrates 

that utilities have significant control over many of these factors.    

First, as referenced above, a recent National Bureau of Economic Research study found 

that deregulated coal generators paid 12% less for coal than coal generators under cost-of-service 

regulation.22  The study, however, found that the same sample considered in the coal analysis did 

not pay a different amount for natural gas purchases.  The discrepancy between the findings 

regarding natural gas and coal costs was primarily attributed to information asymmetry—natural  

gas prices are settled in a transparent open market, while coal contracts are primarily confidential 

bilateral contracts.23  The study indicates that regulated utilities have poor performance with 

respect to confidential bilateral fuel contract negotiation.  Moreover, regulators cannot police and 

readily compare the confidential bilateral contracts in the same way that they can review natural 

gas costs, which provides the regulated utility less incentive to minimize the fuel costs for coal.  

This finding indicates that ratepayers could save significantly, perhaps tens of millions of dollars, 

if the incentive was given to Minnesota utilities to lower their coal costs through better 

negotiation and procurement strategies.24   

Second, utilities also have some control over the cost that company-owned wind and 

wind curtailments cause within their system.  As the DOC pointed out in a previous AAA filing, 

Xcel has increased the cost of wind curtailments by not curtailing the cheapest wind resources 

                                                 
22 Utilities make a comparison of average coal costs in AAA filings.  Comparing simple averages does not provide 
enough information to determine if coal costs are prudent because they do not take into account the numerous 
variables that impact coal costs for each utility such as location, type of coal, quantity purchased, transportation 
costs, among many other things.  
23 NBER (2014) at 3.  
24 See tonnage purchased and average prices paid by each Minnesota utility in Docket No. 13-599. 
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first, which increased the fuel costs over the short-run for ratepayers.25  Utilities also have 

control of the planning and integration of these facilities, which contributes to the costs of 

curtailments and operation within MISO (such as congestion costs) that flow through the FCA. 

Third, like wind curtailments, utilities have control over planned outages, and the DOC 

has pointed out multiple cases where utilities have had some control over forced outages.26  For 

example, utilities have caused outages due to their employee’s own human error and poor 

oversight of their vendors.27  These mistakes were obviously under the control of and caused by 

the utility, but utilities still attempted to pass through these costs to ratepayers.  Utilities do not 

have proper incentive to minimize the time or frequency of these outages because they do not 

pay any replacement fuel costs.   

Fourth, utilities have some control over MISO related costs that flow through the FCA, 

which have increased dramatically over the last decade.  There are many costs associated with 

MISO (such as NSP’s “proprietary resource trading methods”) that are far too complex, making 

it difficult to determine whether or not they are reasonable.  On the other hand, there are costs 

within MISO that are clearly partially under the control of utilities, such as congestion costs.  For 

example, annual revenue rights are allocated each year as a hedge for congestion costs, which 

means a better hedging strategy will lower congestion costs, all else constant.  This demonstrates 

some costs are too complex for regulators to effectively manage because of information 

asymmetry.  For these costs to be minimized, the Commission should rely on a FCA incentive 

mechanism.   

                                                 
25 See the DOC’s comments filed June 1, 2012 at 14. 
26 See the DOC’s comments filed June 1, 2012. 
27 Id.  
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Fifth, the fuel costs related to coal transportation are similar to the issues posed by coal 

contract negotiation.  Coal transportation costs are partially dictated by the utilities’ ability to 

negotiate the lowest reasonable price.  However, the utilities have no incentive to obtain the 

lowest price because the cost flows through the FCA.  Utilities also do not have an incentive to 

achieve the most beneficial terms within the contract.  Since utilities do not pay for replacement 

fuel costs, they are not significantly impacted financially by whether their generation plants run 

or not.  Additionally, utilities have no reason to hold rail companies accountable for causing 

replacement power costs because utilities do not pay these costs.  Utilities are likely paying too 

much for poor service from their rail providers, while ratepayers pick up the tab for the 

transportation and the replacement power costs due to low supplies of coal.  

As discussed above, natural gas is procured in a relatively transparent market.  However, 

natural gas hedging can impact the risk associated with prices.  When addressing the FCA 

incentive mechanism in Xcel’s 2012 electric rate case, a company witness, Mr. Allen Krug, 

stated “that an incentive mechanism would likely cause increases in hedging costs that the 

Company would have to incur to protect against fuel and purchased power cost volatility.”28  The 

fact that Xcel would increase hedging costs if it were to have an incentive to minimize its costs 

demonstrates that Xcel is willing to expose ratepayers to a higher level of risk than its 

stockholders with respect to fuel and purchased power cost volatility.  Xcel and other utilities 

expose ratepayers to too much risk with regard to fuel and purchased power costs. 

                                                 
28 See Krug Rebuttal at 22 in Docket No. 12-961. 
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B. A FCA INCENTIVE MECHANISM IS A PERFORMANCE BASED REGULATION 

THAT WOULD HELP DELIVER REASONABLE FUEL COSTS. 

The above analysis demonstrates that, based on both economic theory and the results of 

empirical studies, utilities have significant control over numerous factors that influence fuel 

costs.  Since utilities have some control over fuel costs, they should internalize some of the risk 

associated with fuel costs in order to minimize costs.  A FCA incentive mechanism would not 

only minimize fuel costs but would also reward utilities for improved performance.  Most FCA 

incentive mechanisms are therefore a form of PBR, which has been requested by multiple 

Minnesota utilities.  The OAG and DOC have suggested that these same utilities implement a 

FCA incentive mechanism that is similar, if not the same, to other metrics that could be 

developed under PBR for over a decade, without success. 

The OAG is concerned that utilities may only want to pursue PBR when utilities are 

virtually assured of benefitting from the mechanism implemented.  Structuring PBRs this way 

will not provide an effective or equitable mechanism.  PBR requires that utilities take on more 

risk than traditional regulation in order to be eligible for larger rewards.  If utilities are only 

willing to adopt PBR mechanisms that are designed with asymmetric information, the benefits 

for ratepayers will be eliminated or minimized.  

C. HINDSIGHT ANALYSIS OF POSSIBLE FCA INCENTIVE MECHANISMS 

DEMONSTRATE REASONABLE OUTCOMES FOR UTILITIES AND RATEPAYERS. 

The OAG conducted hindsight analysis on two types of FCA incentive mechanisms to 

determine whether either would produce reasonable results.  The OAG’s analysis demonstrates 

both methods would provide outcomes that are better than the current model.  The first analysis 

was conducted on a FCA incentive mechanism that sets fuel costs within a rate case with a band 

adjustment of 2%.  This “band mechanism” would set the base cost of fuel in a rate case with a 
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tolerance band of 2% and be trued-up annually when necessary.  This would allow utilities to 

benefit from their improved performance up to 2% by lowering fuel prices and would punish 

utilities for poor performance up to 2% for higher fuel prices.  Any costs above 2% would be 

deferred and addressed in a special proceeding where utilities would have to demonstrate why 

these costs were necessary and, therefore, should be recovered from ratepayers.  Any costs that 

fall below 2% would go back to ratepayers.  The second analysis was conducted on a FCA 

incentive mechanism that shares a percentage of the costs and benefits associated with increasing 

and decreasing fuel costs.  This “sharing mechanism” would provide a 10 percent/90 percent 

sharing of costs and benefits between the utilities and ratepayers, respectively.  These 

mechanisms were selected to demonstrate that there are reasonable FCA incentive mechanisms 

that can minimize fuel costs, and because both of these mechanisms have been implemented in 

other states.29  These two mechanisms are not presented as the only possibilities, as the DOC 

provided additional options in previous comments (and noted that mechanisms can be 

combined).30  The following analyses demonstrate that each of the FCA incentive mechanisms 

have benefits and detriments associated with them, but both provide outcomes superior to having 

no FCA incentive mechanism. 

The OAG’s analysis for each FCA incentive mechanism was conducted using similar 

methodologies, by incorporating data provided by Xcel31 and data on the base cost of energy set 

in Xcel’s previous rate cases.  Each analysis uses the base cost of energy for Xcel’s system and 

compares it to the actual cost of fuel within Xcel’s system to determine whether there would 

                                                 
29 FCA incentive mechanisms have been implemented in Washington, Idaho, Oregon, Missouri, and Wisconsin. 
30 The OAG has not addressed the possible need for statutory or rule changes to implement such mechanisms.  
31 See Xcel’s response to OAG Information Request 2, attached as Exhibit I. 
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have been an over- or under-collection.  The two mechanisms differ by the way in which the 

over or under collection is dealt with, as explained above.  

Table 1, below, summarizes how the band mechanism would have worked over the 2011 

to 2014 time period.32  

Table 1 

Band Mechanism  
(1) (2) (3) (4) (5) 

Year 

% 
Over/Under 

Collected 

$ within 
Tolerance 

Band 

$ Over 
(Under) 

Band Total 
2011 2.40% $16,626,703  $3,331,643  $19,958,347  

2012 -0.89% ($7,493,441) $0  ($7,493,441) 

2013 -8.79% ($18,423,077) ($62,531,428) ($80,954,505) 

2014 -0.16% ($1,329,348) $0  ($1,329,348) 

Total   ($10,619,162)     

 

Table 1, above, displays the percentage that was over or under collected in column 2, how much 

of the over or under collection was within the 2% tolerance band in column 3, how much was 

outside of the band that would be deferred by the utility or returned to ratepayers in column 4, 

and the total over or under collection that occurred in the given year in column 5.   

The results in Table 1 demonstrate that Xcel would have been outside of the 2% tolerance 

band in two out of the last four years, and would have under-collected fuel costs slightly for two 

years.  Total under-collection over the four year period would have been approximately $10 

million, or 0.31% of total fuel costs.  The band mechanism results also demonstrate that the 

company and consumers are protected by providing consumers with benefits some years and 

                                                 
32 The OAG chose to use the 2011 to 2014 time period because in Xcel’s 2008 rate case the base cost of energy was 
increased by approximately 50%, a historically unprecedented increase.  This increase was over 25% greater than 
the actual cost of fuel experienced by Xcel in 2009 and 2010.  The OAG considers these years outliers due to the 
uncharacteristically unreliable estimate that was used as the base cost of fuel for those years.  
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protecting the utility from large market disruptions that can lead to significant under-collections.  

One drawback to the band mechanism is that ratepayers would not immediately receive benefits 

from a utility’s improved performance.  Rather, ratepayers’ benefits would accrue overtime as 

utilities hold costs below what they would be otherwise.  The band mechanism may require 

regulators to affirmatively reset the base cost of energy on a regular basis to ensure the band is 

providing a strong incentive if the actual cost of energy is consistently under the base cost of 

energy and utilities avoid rate cases.  

In contrast to the band mechanism, the sharing mechanism would provide benefits for 

ratepayers immediately.  Table 2, below, displays the results of a 10 percent/90 percent sharing 

mechanism.  

Table 2 

Sharing Mechanism  
(1) (2) (3) (4) (5) 

Year 

% 
Over/Under 

Collected 

10% 
Sharing w/ 

Utility 

90% Sharing 
w/ 

Consumer Total 
2011 2.40% $1,995,835  $17,962,512  $19,958,347  

2012 -0.89% ($749,344) ($6,744,097) ($7,493,441) 

2013 -8.79% ($8,095,451) ($72,859,055) ($80,954,505) 

2014 -0.16% ($132,935) ($1,196,413) ($1,329,348) 

Total   ($6,981,895)     

 

Table 2, above, displays similar information to Table 1 except for columns 3 and 4, which 

summarize the sharing of over- or under-collection.  Xcel would have under-collected by 

approximately $7 million, or 0.2% of total actual fuel costs, over the last four years. 

 Table 2 demonstrates that ratepayers and utilities would share in the costs and benefits 

every year.  The sharing mechanism, under most circumstances, would not provide as strong of 

an incentive to the utility as the band mechanism since the utility would share in the costs and 
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benefits with ratepayers.  For example, in 2011, Xcel would have been able to retain over $16 

million due to the lower cost of fuel under the band mechanism but less than $2 million under the 

sharing mechanism; ratepayers would have received a greater benefit under the sharing 

mechanism.  The sharing mechanism also does not acknowledge that utilities may not have 

control over large fluctuations in energy prices, such as a 10% swing in fuel costs within one 

year.   

 The OAG’s analyses of the band and sharing mechanisms results in a variation of fuel 

cost recovery of between 0.2% to 0.3% for Xcel over a four year period.  These analyses 

demonstrate that a there is more than one option to ensure that utilities have incentive to control 

factors that influence the price of energy. The Commission should consider implementing a FCA 

incentive mechanism that protects ratepayers from paying avoidable, higher energy costs. 

IV. CONCLUSION 
 
 In the OAG’s December 30, 2014 comments, it made multiple recommendations for 

additional BII analysis to be completed by each of the utilities.  MP had already completed a 

similar analysis that incorporated many of the recommendations made by the OAG concerning 

BII.33  The fact that MP had already done this analysis demonstrates that the OAG’s 

recommendations were reasonable.  Xcel, OTP, and IPL, however, have not conducted any 

analysis that reasonably weighs the costs and benefits of BII for their ratepayers.  The 

Commission should order Xcel, OTP, and IPL to conduct a meaningful analysis on whether BII 

is in the interest of ratepayers that incorporates, at a minimum, the recommendations in the 

OAG’s previous comments.  

                                                 
33 See MP’s response to OAG Information Requests 13-16, attached as Exhibit E. 
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 Additionally, the OAG submitted comments recommending that the Commission should 

consider implementing a FCA incentive mechanism.  The OAG’s analysis demonstrates that a 

utility’s performance assuredly has some impact over the fuel costs passed through to ratepayers 

under the current FCA.  The OAG also provided examples of reasonable FCA incentive 

mechanisms that would protect ratepayers and utilities from paying unreasonable fuel costs.  The 

OAG recommends that the Commission consider implementing one of the FCA incentive 

mechanisms in order to protect ratepayers.  

 In addition, for the reasons stated in the OAG’s previous comments, the OAG 

recommends that the Commission defer any decision on the recovery of Sherco 3 energy 

replacement cost until there is a sufficient record to determine if recovery is appropriate. 

Dated:  February 11, 2015 Respectfully submitted, 
 
 LORI SWANSON 

Attorney General 
State of Minnesota 
 

 
/s/ James W. Canaday 

James W. Canaday 
Assistant Attorney General 
Atty. Reg. No. 030234X 
 
445 Minnesota Street, Suite 1400 
St. Paul, MN 55101-2131 
(651) 757-1421 (Voice) 
(651) 296-9663 (Facsimile) 
(651) 297-7206 (TTY) 
james.canaday@ag.state.mn.us 
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Xcel Energy 
Docket No.: E999/AA-13-599  
Response To: Office of Attorney General Information Request No. 6 
Requestor: Ian Dobson 
Date Received: December 11, 2014 
__________________________________________________________________ 
 
Question: 
Reference: Reply Comments at 10 
 
Xcel claims that business interruption insurance would be [TRADE SECRET 
BEGINS TRADE SECRET ENDS] for non-nuclear generators. 
Please provide the insurance estimates or other information that supports this claim. 
Include in your response, but do not limit it to, a list of assumptions that were used to 
create the estimate and if Xcel has priced individual generators separately or 
aggregated all generators in this estimate. 
 
Response: 
Please see Attachment A to this response, which is a copy of an indicative term sheet 
issued in September 2013, and Attachment B, which shows how this term sheet has 
been applied to seven key units on the NSP system to support the cited estimate for 
purchasing business interruption insurance for non-nuclear generators.  We note that 
we do not have a firm bid for business interruption insurance because a firm bid is 
only issued if there is a commitment to purchase the insurance.  The Company has 
never found this type of insurance to be practical or cost-effective, so we have not 
solicited firm bidding prices, only periodic indicative term sheets to confirm this 
business practice remains sound. 
 
We note that this type of insurance would not be available for purchase for a single 
plant, but would need to be purchased for a group of plants.  If we were to obtain 
replacement power coverage, we would likely choose to insure only our 20 largest and 
most critical units.  The above-noted cost estimate includes our 20 largest units across 
the entire Xcel Energy service territory, not just generators in the NSP System.  The 
cost share for NSPM would likely be at the lower end of the noted range. 
__________________________________________________________________ 
 
Preparer: Robert Miller 
Title: Manager 
Department: Hazard Insurance 
Telephone: 612-215-5371 
Date: December 23, 2014 
 

Exhibit A



PUBLIC DOCUMENT  Docket No E999/AA-13-599 
TRADE SECRET DATA EXCISED  Information Request No. OAG-006 
  Attachment B 
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Attachment A 
 

This attachment is Trade Secret in its entirety. 



PUBLIC DOCUMENT Docket No. E999/AA-13-599

Information Request No. OAG-006
Attachment B

Page 1 of 1

Northern States Power Company
Electric Operations - State of Minnesota
Estimated Premium of Business Interruption Insurance

[TRADE SECRET BEGINS
Insured Estimated Estimated Annual

Unit Name Capacity Price * Business Interruption
(MW) ($/MW) Fee Base

Range of Annual Business Interruption Insurance Premium Estimate
Fee Rate Fee Base Estimated Premium

High Estimate
Low Estimate

TRADE SECRET ENDS]

TRADE SECRET DATA EXCISED
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   Public Document 
 
Xcel Energy 
Docket No.: E999/AA-13-599  
Response To: Office of Attorney General Information Request No. 21 
Requestor: Ian M. Dobson 
Date Received: January 14, 2015 
__________________________________________________________________ 
 
Question: 
Reference: Response to OAG IR 6 – Attachment B 
 
Confirm that the estimated premium is Xcel’s estimate and not a broker’s or insurance 
company’s.  If this is Xcel’s estimated premium, explain why an estimate has not been 
obtained from a primary source.  
 
Response: 
The estimated insurance premium is a broker’s estimate provided by Marsh.  Xcel 
Energy analysts formatted Attachment B to show the calculations by plant based on 
the fee rate of 4 to 10 percent provided verbally by Marsh. 
 
__________________________________________________________________ 
 
Preparer: Robert Miller 
Title: Manager 
Department: Hazard Insurance 
Telephone: 612-215-5371 
Date: January 27, 2015 
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OTTER TAIL POWER COMPANY  

Docket No: E999-AA-13-599  

 

Response to: Office of Attorney General   

Analyst:  Ian M. Dobson 

Date Received:  12/11/2014 

Date Due:  12/23/2014 

Date of Response: 01/16/2015 

Responding Witness: Stuart Tommerdahl, Manager Regulatory Administration, 218 739-8279 

______________________________________________________________________________ 

 

Information Request: 

  

Reference: Reply comments at 4 – Business Interruption Insurance 

 

Please provide the quote from the insurance company with any and all supporting documents. 

 

Attachments: 0 

 

 

Response: 

 

Otter Tail relied on verbally communicated product descriptions and ranges as a basis for its 

analysis, as noted in our response to Information Request No. MN-OAG-09.  Our insurer notes 

that less than 5 percent of regulated utilities purchase business interruption insurance.  
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OTTER TAIL POWER COMPANY  

Docket No: E999-AA-13-599  

 

Response to: Office of Attorney General   

Analyst:  Ian M. Dobson 

Date Received:  12/11/2014 

Date Due:  12/23/2014 

Date of Response: 01/16/2015 

Responding Witness: Stuart Tommerdahl, Manager Regulatory Administration, 218 739-8279 

______________________________________________________________________________ 

 

Information Request: 

  

Reference: Business Interruption Insurance 

 

In Otter Tail’s reply comments at 4, it states that “Otter Tail determined that the cost of the 

additional premium for such coverage outweighed the benefit of adding that coverage.” 

 

1.      Please provide the analysis that Otter Tail relied on to support this conclusion. 

a. If it was simply that Otter Tail has never experienced an outage of more than 60 

days, please discuss how Otter Tail quantified the probability that it would not have 

one in the future. 

 

Attachments: 0 

 

Response: 

 

For its evaluation, Otter Tail relied on insurance industry rate ranges, as provided by the insurer, 

for business interruption insurance.   Costs range from $0.55 to $1.20 per $100 of limit 

purchased with a minimum 60 day deductible.  These rates could result in an annual premium 

ranging from $275,000 to $600,000 for $50 million of coverage.  The range in pricing is due to 

varying levels and types of business interruption insurance available and location-specific factors 

that would be considered in underwriting.  Based upon these premium levels and Otter Tail’s 

historic performance experience, it was determined that purchasing such insurance would not be 

a reasonable value. 
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 Response by: Jered Granley 
 Title: Director 
 Department: Risk Management 
 Telephone: 218-355-3856 

OAG No. 13 
State Of Minnesota 

Office Of The Attorney General 
Utility Information Request 

  
Requested from:   
 
Christopher Anderson 
Minnesota Power 
30 W. Superior Street 
Duluth, MN  55802-2191 
 
 
 
In the Matter of 2013 Electric Company’s Annual 
Adjustment Reports (AAA) 

MPUC Docket No. 
E999/AA-13-599 

 
 

By:    Ian M. Dobson Date of Request: December 11, 2014 
Telephone:   (651) 757-1432 Due Date: December 23, 2014 
 
 
 
Reference: Reply comments at 3 – Business Interruption Insurance 
 
Please provide the “detailed risk assessment” that MP performed on its Bison wind assets and 
DC Line converter stations with all supporting data and documents referenced or used within the 
assessment. 
 
Response:   The attached risk summary was compiled in April – May 2013 and summarizes 

potential worst case scenarios surrounding an extended DC Line outage.   The 
analysis assumes that no alternate transmission (i.e. AC system) is available and 
that generation must be curtailed versus delivering to different delivery point, 
causing a complete loss of Production Tax Credits (PTCs).   Through our review of 
available business interruption coverage for this specific risk, we identified G-
Cube as a potential new insurer for MP’s Bison wind assets.   G-Cube was also 
able to provide business interruption for our Bison wind assets when we switched 
our property policies for Bison over to them.   We updated our analysis in 2014 as 
part of our annual insurance review and renewal.  The potential worst case 
exposure recently increased due to the completion of Bison 4 and the resulting 
substantial increase in projected wind generation for Minnesota Power. 
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CONFIDENTIAL 

Business Interruption Insurance Evaluation – DC Line 

May 9, 2013 

 

Executive Summary 

The Company is currently reviewing insurance options for our DC Line Transmission assets.   In 
addition to property insurance, providers have offered business interruption coverage.  This 
additional insurance could help offset the replacement cost of energy and the lost value of 
Production Tax Credits (PTCs) in an extended outage event. 

[TRADE SECRET DATA EXCISED] 

Our current policy with FM Global does not include business interruption insurance and would 
not cover the potential exposure summarized above.  FM is not able to offer additional coverage 
on the DC Line at this time.  [TRADE SECRET DATA EXCISED] 

Risk Assessment 

Past DC Line outages have been relatively short in duration. The table below includes historical 
forced outage information.    In an average year, about 2 outages occur, with the total outage 
duration of 80 hours.   Over the last 11 years, the most outage hours occurred in 2002, when the 
DC line was out for 214 total hours or about 9 days.    

 



PUBLIC DOCUMENT 
TRADE SECRET DATA EXCISED 

 

  

The outages in the table above are generally related to storm damage on relatively small sections 
of the line.  None of the past forced outages have been related to the transformers or converters. 
After discussion with Lynn Crane and Peter Schommer, System Operations Engineers, the most 
significant outage risk surrounds a failure or loss of the transformers or converters.   This 
equipment is over 35 years old and British Columbia Hydro recently had a catastrophic converter 
failure that lasted over a year in duration.  [TRADE SECRET DATA EXCISED] 
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Outage Scenario Duration Replacement 
Energy 

Lost PTC's Total Exposure 

 [TRADE SECRET DATA EXCISED] 

[TRADE SECRET DATA EXCISED] 

 
[TRADE SECRET DATA EXCISED] 

 

Our current policy with FM Global does not include business interruption insurance and would 
not cover the potential exposure summarized above.   We reviewed business interruption 
coverage from GCube to potentially mitigate the business interruption risk.  [TRADE SECRET 
DATA EXCISED]  
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TRADE SECRET DATA EXCISED 

2013 North Dakota Energy Projections 

Purchases 
Annual 
MWH 

Purchase Price 
($/MWH) Total $ 

Oliver 1  [TRADE SECRET DATA EXCISED] 

Oliver 2  [TRADE SECRET DATA EXCISED] 

Square Butte [TRADE SECRET DATA EXCISED] 

Total Purchases [TRADE SECRET DATA EXCISED] 

Wind Generation 
Annual 
MWH 

Generation 
Cost ($/MWH) Total $ 

Bison 1 [TRADE SECRET DATA EXCISED] 

Bison 2 [TRADE SECRET DATA EXCISED] 

Bison 3 [TRADE SECRET DATA EXCISED] 

Total Wind Generation [TRADE SECRET DATA EXCISED] 

Annual Risk and 2 week risk based on 2013 MWH's and prices 
[TRADE 
SECRET 

DATA 
EXCISED] Replacement Power Price CERA 7x24 forecasted price 

Purchases 
Annual 
MWH 

Replacement 
Cost $/MWH 

Total $ 
(Annual) Total $ (1 week) Total $ (30 days) 

Oliver 1  [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Oliver 2  [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Square Butte [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Total Exposure - Replacement Power Purchases 
[TRADE SECRET DATA 
EXCISED]  [TRADE SECRET DATA EXCISED] 

Wind Generation 
Annual 
MWH 

Replacement 
Cost $/MWH 

Total $ 
(Annual) Total $ (1 week) Total $ (30 days) 

Bison 1 [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Bison 2 [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Bison 3 [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Total Exposure - Replacement Power Purchases 
[TRADE SECRET DATA 
EXCISED]  [TRADE SECRET DATA EXCISED] 

Production Tax Credits 
Annual 
MWH PTC ($/MWH) 

Total $ Lost 
PTC   Total $ (1 week) Total $ (30 days) 

Bison 1 [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Bison 2 [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Bison 3 [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

Total Exposure - Lost PTC [TRADE SECRET DATA EXCISED]  [TRADE SECRET DATA EXCISED] 

 
 Total [TRADE SECRET DATA EXCISED] [TRADE SECRET DATA EXCISED] 

18 months [TRADE SECRET DATA EXCISED]

24 months [TRADE SECRET DATA EXCISED]

30 months [TRADE SECRET DATA EXCISED]
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 Response by: Jered Granley 
 Title: Director 
 Department: Risk Management 
 Telephone: 218-355-3856 

 OAG No. 14 
State Of Minnesota 

Office Of The Attorney General 
Utility Information Request 

  
Requested from:   
 
Christopher Anderson 
Minnesota Power 
30 W. Superior Street 
Duluth, MN  55802-2191 
 
 
 
In the Matter of 2013 Electric Company’s Annual 
Adjustment Reports (AAA) 

MPUC Docket No. 
E999/AA-13-599 

 
 

By:    Ian M. Dobson Date of Request: December 11, 2014 
Telephone:   (651) 757-1432 Due Date: December 23, 2014 
 
 
 
Reference: Reply comments at 3 – Business Interruption Insurance 
 
Please provide MP’s business interruption insurance policy for its Bison wind assets and DC 
Line converter stations.  
 
Response:   Please see attached Trade Secret copy of the requested insurance policy. 
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ATTACHMENT: 

LLOYDS'S CERTIFICATE IS  

TRADE SECRET IN ITS ENTIRETY 



OAG IR 14 

ATTACHMENT: 

ENDORSEMENT TO LLOYDS'S 

CERTIFICATE IS  

TRADE SECRET IN ITS ENTIRETY 
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OTTER TAIL POWER COMPANY  

Docket No: E999-AA-13-599  

 

Response to: Office of Attorney General   

Analyst:  Ian M. Dobson 

Date Received:  12/11/2014 

Date Due:  12/23/2014 

Date of Response: 01/16/2015 

Responding Witness: Stuart Tommerdahl, Manager Regulatory Administration, 218 739-8279 

______________________________________________________________________________ 

 

Information Request: 

  

Reference: Reply comments at 4 – Business Interruption Insurance 

 

Please discuss the different types of business interruption insurance you explored. For example, 

did you inquire about the cost of only insuring the generator that produces the cheapest energy? 

 

Attachments: 0 

 

 

Response: 

 

Otter Tail worked with its insurer to understand the Business Interruption (BI) products 

available.  Otter Tail found that the coverage is specific to each location, based on each 

location’s unique factors.  In addition Otter Tail found that BI, if available for a location, can be 

purchased in a range of coverages for a range of perils or exposures.  The lowest cost coverage 

typically insures the differential cost between power generated at the location and power 

purchased on the open market with coverage for limited perils or exposures (for example 

equipment breakdown only, natural hazards, contingent BI for offsite assets such as transformers 

or power lines owned by others, etc…).  The highest cost coverage insures 100 percent of the 

financial benefit that would have passed to the insured had the asset not been impaired and 

would cover the broadest range of perils and exposures.   
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Xcel Energy 
Docket No.: E999/AA-12-757 
Response To: Office of Attorney General Information Request No. 2 
Requestor: Ryan Barlow 
Date Received: January 12, 2015 
__________________________________________________________________ 
Question: 
Reference: FCA Incentive Proposal 
 
Please provide any and all data used to replicate Xcel’s analysis within Table 3.  
Include a description of the analysis so that the analysis can be replicated from the 
data provided.  
 
In addition, include similar data for the most recent 5 year period available such that 
the analysis can be updated.  
 
Response: 
Table 3 below has been updated with data for 2013.  Complete data for 2014 is not 
yet available. 
 

Table 3-Updated: Impact of Department’s Proposal 
  

 

Change to FCA 
Recovery  

($M) 

Actual ROE 

Weather 
Normalized     

(%) 

Realized W/N 
ROE Under 
DOC FCA 
Incentive 
Proposal         

(%) 

Difference 

(%) 

2008 -$94.5 10.19 7.78 -2.41 

2009 +$54.4 10.18 11.461 +1.26 

2010 +$32.8 8.78 9.48 +0.70 

2011 -$26.5 9.08 8.56 -0.52 

2012 -$63.1 8.20 7.05 -1.15 

2013 -$112.1 8.22 6.32 -1.90 

 
Change to FCA Recovery:  Please see Attachment A for data supporting these 
calculations.  Attachment A shows the DOC’s FCA Incentive Mechanism utilizing a 

                                            
1 In Table 3 as originally filed, we reported this ROE to be 11.44.  Upon subsequent analysis, we discovered 
that this ROE should be 11.46.  We have made the correction in this response. 
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three-year average to calculate the fuel cost factors as compared to the actual fuel cost 
factors.  The resulting difference is calculated in Attachment A and included in Table 
3 above. 
 
Actual ROE, Weather Normalized:  See Attachment B “Actual” tabs by year for 
data supporting the actual ROE.  The actual ROEs included in Attachment B are as 
filed with the PUC in the following Electric Jurisdictional Annual Reports: 
 

E,G999/PR-09-4, filed May 1, 2009 
E,G999/PR-10-4, Update filed May 28, 2010 
E,G999/PR-11-4, filed May 2, 2011 
E,G999/PR-12-4, Revision filed May 23, 2012 
E,G999/PR-13-4, filed May 1, 2013 
E,G999/PR-14-4, filed May 1, 2014 

 
Realized Weather Normalized ROE Under DOC FCA Incentive Proposal:  See 
Attachment B “DOC Proposal” tabs by year for data supporting the resulting ROE 
under the DOC FCA Incentive Proposal.  To calculate the change in ROE, we used 
the original ROE calculations and adjusted the revenue by the FCA amounts as listed 
in Attachment A.  
 
Difference:  This is calculated by subtracting the Realized W/N ROE Under DOC 
FCA Incentive Proposal from the Actual ROE, Weather Normalized. 
 
We have also updated Table 4 from our Reply Comments submitted on August 23, 
2013 in this docket to provide the main factors impacting the FCA in 2013 and 2014. 
 

Table 4-Updated: Main Factors Impacting FCA from 2008-2014 

2008 2009 2010 2011 2012 2013 2014 

 Additional 
biomass 
purchases 
(Fibrominn 
& 
Laurentian) 

 Additional 
biomass 
purchases 
(Fibrominn, 
Laurentian 
and Rahr 
Malting) 

 Additional 
biomass 
purchases 
(Fibrominn, 
Laurentian and 
Rahr Malting) 

    

 Additional 
wind 
purchases 
(Fenton, 
MinnDakot
a, CBED) 

 Additional 
wind 
purchases 
(Fenton, 
MinnDakota, 
CBED) 

 Additional 
wind purchases 
(Fenton, 
MinnDakota, 
CBED) 

 Additional 
wind 
purchases - 
CBED 
(generally 
higher prices) 

 Additional 
wind 
purchases - 
CBED & 
Prairie Rose 
(generally 
higher prices)

 Additional 
wind 
purchases - 
CBED & 
Prairie 
Rose 
(generally 
higher 
prices) 

 Additional 
wind 
purchases - 
CBED & 
Prairie Rose 
(generally 
higher 
prices) 

  Grand 
Meadow wind 
online 

 Grand 
Meadow and 
Nobles wind 
online 

 Grand 
Meadow and 
Nobles wind 
online 

 Grand 
Meadow and 
Nobles wind 
online 

 Grand 
Meadow 
and Nobles 
wind online 
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2008 2009 2010 2011 2012 2013 2014 

 Higher coal 
prices due to 
increased 
transport 
cost (diesel 
surcharge) 

 Higher coal 
prices due to 
increased 
transport cost 
(diesel 
surcharge) 

 
 

 Higher coal 
and rail prices 

 Higher coal 
and rail prices 

 Higher coal 
and rail prices 

 Higher 
wind 
curtailment 
costs 

 Higher wind 
curtailment 
costs 

 Higher 
nuclear fuel 
prices 

 Higher 
nuclear fuel 
prices 

 Higher nuclear 
fuel prices 

 Higher 
nuclear fuel 
prices 

 Higher 
nuclear fuel 
prices 

 Higher coal 
and rail 
prices 

 Increased rail 
transport 
cost  and 
diesel 
surcharge at 
King and 
Black Dog 

 Higher 
natural gas 
prices 

     Higher 
nuclear fuel 
prices 

 

 High Bridge 
and 
Riverside 
retired from 
coal use in 
2007 and 
2008. 

 High Bridge 
and Riverside 
retired from 
coal use in 
2007 and 
2008. 

 High Bridge 
and Riverside 
retired from 
coal use in 
2007 and 2008. 

    Higher 
natural gas 
prices in Q1 
2014 due to 
extreme cold 

 Lower cost 
MISO 
market 
purchases as 
operations 
become 
smoother 

 Lower natural 
gas and MISO 
market prices 

 Lower natural 
gas and MISO 
market prices 

 Lower natural 
gas and MISO 
market prices 

 Lower natural 
gas and MISO 
market prices 

 

 Higher 
MISO 
costs 
(mainly 
congestion) 

 Higher 
MISO costs 
(mainly 
congestion) 

   More planned 
coal 
maintenance 

 More planned 
coal 
maintenance 

  More 
planned 
coal 
maintenanc
e 

 

   One nuclear 
refueling 
outage (2 
nuclear 
refueling other 
yrs in period) 

 More planned 
nuclear 
maintenance 

 More planned 
nuclear 
maintenance 

 More 
planned 
nuclear 
maintenanc
e 

 One nuclear 
refueling 
outage (vs. 2 
in other yrs) 
and less 
planned 
maintenance 

    Sherco 3 
forced outage 
near year-end 

 Sherco 3 
forced outage 

 Sherco 3 
forced 
outage 

 Sherco 3 in  
service 

       Mild summer 
weather; 
lower load  

__________________________________________________________________ 
 
Preparer: David Horneck                    John Chow              Jeff Hafner

Title: Manager                                 Pricing Consultant    Senior Rate Analyst

Department: Generation Modeling Services NSPM Regulatory     Revenue Requirements

Telephone: 303-571-2816                          612-330-7588             612-330-7622

Date: January 23, 2015 
 



Northern States Power Company Docket No. E999/AA-12-757

Electric Operations - State of Minnesota Information Request No. OAG-2

FCA Incentive Proposal  - Update of Table 3 (Impact of Department's Proposal) Attachment A

3 Year Average (Cents/kWh) Current Monthly (Cents/kWh)

Asset Based Non-Asset Actual Fuel Refund Refund Fuel Refund Refund Asset Non-Asset

Actual Total  Margin Based Margin Retail Sales Cost Asset Non-Asset Cost Asset Non-Asset Fuel Based Based

Month Fuel Costs Sharing Sharing MWH Factor Based  Based Factor Based  Based Cost Refunds Refunds Total

Jan-05 39,598,376              2,601,733                1.522

Feb-05 35,834,953              2,268,035                1.580

Mar-05 45,395,357              2,360,653                1.923

Apr-05 51,041,934              2,420,196                2.109

May-05 51,211,954              2,318,332                2.209

Jun-05 76,114,859              2,689,571                2.830

Jul-05 76,430,159              3,122,147                2.448

Aug-05 68,109,183              2,846,184                2.393

Sep-05 66,529,683              2,596,787                2.562

Oct-05 70,022,400              2,649,353                2.643

Nov-05 55,639,357              2,535,978                2.194

Dec-05 71,838,023              2,511,819                2.860

Year 2005 707,766,238            30,920,788              2.273

Jan-06 60,061,484              2,531,036                2.373

Feb-06 49,673,400              2,313,619                2.147

Mar-06 38,375,412              2,452,103                1.565

Apr-06 34,954,507              2,314,868                1.510

May-06 52,523,366              2,375,548                2.211

Jun-06 66,245,748              2,618,409                2.530

Jul-06 107,263,113            3,338,410                3.213

Aug-06 78,741,252              2,887,468                2.727

Sep-06 44,925,003              2,552,557                1.760

Oct-06 54,269,764              2,594,157                2.092

Nov-06 60,275,005              2,353,573                2.561

Dec-06 61,506,260              2,541,581                2.420

Year 2006 708,814,314            30,873,329              2.259

Jan-07 71,665,400              2,672,088                2.682 0.000 0.000

Feb-07 83,660,905              (3,474,288)               2,481,783                3.371 -0.144 0.000

Mar-07 62,124,449              (1,220,986)               2,514,142                2.471 -0.050 0.000

Apr-07 70,867,648              (2,540,787)               2,387,724                2.968 -0.093 0.000

May-07 70,140,345              678,178                  2,527,580                2.775 0.022 0.000

Jun-07 78,459,706              (1,469,030)               2,829,416                2.773 -0.049 0.000

Jul-07 98,785,601              (3,307,055)               3,196,945                3.090 -0.120 0.000

Aug-07 89,562,972              (1,697,500)               3,161,418                2.833 -0.062 0.000

Sep-07 63,277,000              (1,916,673)               2,775,307                2.280 -0.076 0.000

Oct-07 71,880,058              358,601                  2,712,455                2.650 0.013 0.000

Nov-07 69,353,280              (924,368)                 2,484,000                2.792 -0.034 0.000

Dec-07 72,515,936              (2,425,996)               (101,483)                 2,627,389                2.760 -0.093 -0.004

Year 2007 902,293,300            (17,939,904)             (101,483)                 32,370,247              2.787 -0.057 0.000

Jan-08 67,208,838              (2,163,770)               (101,483)                 2,693,741                2.195 0.000 0.000 2.495 -0.081 -0.004 ($8,078,238) $2,178,159 $102,147 ($5,797,932)

Feb-08 72,185,879              (3,844,738)               (103,515)                 2,562,509                2.395 -0.049 0.000 2.817 -0.156 -0.004 ($10,813,810) $2,734,122 $107,549 ($7,972,139)

Mar-08 88,448,584              (2,374,344)               (103,323)                 2,627,706                1.991 -0.017 0.000 3.366 -0.091 -0.004 ($36,124,976) $1,941,968 $103,558 ($34,079,450)

Apr-08 58,335,572              (3,235,765)               (104,077)                 2,404,599                2.202 -0.036 0.000 2.426 -0.115 -0.004 ($5,379,450) $1,915,666 $89,187 ($3,374,597)

May-08 68,780,468              (8,477,876)               (107,894)                 2,459,080                2.408 0.009 0.000 2.797 -0.265 -0.003 ($9,571,642) $6,754,433 $83,043 ($2,734,166)

Jun-08 76,516,599              (2,463,544)               (109,357)                 2,593,783                2.714 -0.018 0.000 2.950 -0.079 -0.004 ($6,130,449) $1,576,791 $90,782 ($4,462,876)

Jul-08 106,338,159            (1,026,532)               (104,407)                 3,108,394                2.925 -0.034 0.000 3.421 -0.039 -0.004 ($15,418,620) $138,343 $122,315 ($15,157,962)

Aug-08 90,478,264              (288,136)                 (104,466)                 3,039,243                2.658 -0.019 0.000 2.977 -0.011 -0.004 ($9,701,183) ($256,074) $117,436 ($9,839,821)

Sep-08 71,409,719              1,372,814                (103,485)                 2,602,395                2.205 -0.024 0.000 2.744 0.054 -0.004 ($14,029,165) ($2,029,769) $105,553 ($15,953,381)

Oct-08 66,952,161              (2,058,065)               (105,909)                 2,589,024                2.466 0.005 0.000 2.586 -0.075 -0.004 ($3,113,948) $2,064,263 $100,221 ($949,464)

Nov-08 62,234,194              (1,884,712)               (100,574)                 2,573,788                2.513 -0.013 0.000 2.418 -0.070 -0.004 $2,434,733 $1,482,907 $96,337 $4,013,977

Dec-08 71,631,097              (2,513,754)               (14,664)                   2,670,809                2.680 -0.032 -0.001 2.682 -0.101 -0.001 ($48,174) $1,843,038 ($19,611) $1,775,254

Year 2008 900,519,534            (28,958,422)             (1,163,155)               31,925,071              2.446 -0.019 0.000 2.807 -0.086 -0.004 ($115,974,920) $20,343,846 $1,098,517 ($94,532,556)

Jan-09 74,211,667              (2,506,390)               (13,227)                   2,658,011                2.519 -0.027 -0.001 2.792 -0.096 -0.001 ($7,251,761) $1,826,576 ($20,656) ($5,445,841)

Feb-09 56,987,453              (1,211,351)               (12,709)                   2,401,494                2.793 -0.099 -0.001 2.373 -0.050 -0.001 $10,090,756 ($1,185,462) ($21,178) $8,884,116

Mar-09 60,347,405              (759,217)                 (12,290)                   2,574,548                2.488 -0.047 -0.001 2.344 -0.030 0.000 $3,711,060 ($439,904) ($22,414) $3,248,741

Apr-09 55,534,047              (138,864)                 (12,873)                   2,281,596                2.310 -0.081 -0.001 2.434 -0.005 0.000 ($2,835,082) ($1,739,365) ($22,734) ($4,597,180)

May-09 54,389,941              (826,806)                 (12,754)                   2,383,433                2.600 -0.106 -0.001 2.282 -0.027 0.000 $7,587,984 ($1,881,753) ($25,014) $5,681,216

Jun-09 61,265,325              305,356                  (13,440)                   2,473,368                2.751 -0.049 -0.001 2.477 0.010 0.000 $6,776,234 ($1,460,618) ($22,579) $5,293,037

Jul-09 64,602,598              (853,499)                 (13,556)                   2,725,848                3.239 -0.045 -0.001 2.370 -0.033 -0.001 $23,694,923 ($333,583) ($15,364) $23,345,977

Aug-09 68,165,219              (274,668)                 (12,986)                   2,817,909                2.847 -0.022 -0.001 2.419 -0.011 -0.001 $12,074,124 ($313,060) ($18,076) $11,742,987

Sep-09 63,817,001              (455,884)                 (12,262)                   2,588,925                2.265 -0.007 -0.001 2.465 -0.018 0.000 ($5,180,672) $290,658 ($21,176) ($4,911,190)

Oct-09 58,845,259              (544,959)                 (12,292)                   2,526,632                2.446 -0.022 -0.001 2.329 -0.021 0.000 $2,948,072 ($4,727) ($21,738) $2,921,607

Nov-09 55,860,599              (202,995)                 (12,662)                   2,410,902                2.589 -0.038 -0.001 2.317 -0.008 0.000 $6,551,910 ($726,003) ($21,000) $5,804,907

Dec-09 64,316,237              377,589                  (110,698)                 2,619,806                2.623 -0.063 -0.001 2.455 0.016 -0.005 $4,406,584 ($2,062,489) $81,908 $2,426,003

Year 2009 738,342,751            (7,091,688)               (251,749)                 30,462,472              2.623 -0.051 -0.001 2.421 -0.023 -0.001 $62,574,133 ($8,029,732) ($150,020) $54,394,380

Jan-10 67,178,750              (1,296,343)               (110,610)                 2,687,150                2.656 -0.058 -0.001 2.500 -0.051 -0.004 $4,182,816 ($199,643) $77,991 $4,061,165

Feb-10 57,979,277              (512,102)                 (114,408)                 2,328,485                2.858 -0.115 -0.002 2.490 -0.022 -0.005 $8,579,355 ($2,147,317) $79,892 $6,511,929

Mar-10 59,198,385              (749,773)                 (113,228)                 2,502,045                2.733 -0.056 -0.001 2.366 -0.031 -0.005 $9,192,665 ($629,775) $80,634 $8,643,524

Apr-10 59,318,470              (231,929)                 (112,994)                 2,252,030                2.612 -0.084 -0.002 2.634 -0.009 -0.004 ($506,110) ($1,683,368) $60,146 ($2,129,332)

May-10 74,194,527              (2,433,656)               (106,655)                 2,490,585                2.623 -0.117 -0.002 2.979 -0.081 -0.004 ($8,868,775) ($894,554) $47,795 ($9,715,535)

Jun-10 69,908,312              (2,312,700)               (106,655)                 2,713,832                2.738 -0.046 -0.002 2.576 -0.078 -0.004 $4,407,964 $873,552 $55,578 $5,337,094

Jul-10 84,669,593              (1,130,964)               (104,173)                 3,191,466                2.987 -0.057 -0.001 2.653 -0.044 -0.004 $10,647,058 ($438,484) $86,771 $10,295,345

Aug-10 90,711,688              (1,374,390)               (99,415)                   3,281,899                2.752 -0.025 -0.001 2.764 -0.055 -0.004 ($388,220) $975,847 $87,353 $674,980

Sep-10 57,977,924              (634,123)                 (115,835)                 2,468,196                2.492 -0.013 -0.001 2.349 -0.025 -0.005 $3,521,891 $314,395 $78,170 $3,914,457

Oct-10 59,870,169              (507,740)                 (112,919)                 2,459,744                2.525 -0.029 -0.002 2.434 -0.020 -0.004 $2,243,921 ($223,476) $70,005 $2,090,451

Nov-10 61,607,340              (240,826)                 (113,356)                 2,456,433                2.510 -0.040 -0.002 2.508 -0.009 -0.004 $43,851 ($766,588) $68,236 ($654,501)

Dec-10 65,480,333              (544,829)                 (30,862)                   2,669,398                2.633 -0.058 -0.003 2.453 -0.022 -0.001 $4,798,924 ($942,526) ($42,762) $3,813,636

Year 2010 808,094,768            (11,969,376)             (1,241,112)               31,501,263              2.677 -0.058 -0.002 2.559 -0.037 -0.004 $37,855,339 ($5,761,936) $749,808 $32,843,212

Jan-11 66,568,585              (850,960)                 (31,664)                   2,699,456                2.595 -0.074 -0.003 2.466 -0.033 -0.001 $3,478,856 ($1,109,351) ($42,405) $2,327,100

Feb-11 66,335,690              215,295                  (34,406)                   2,428,989                2.566 -0.076 -0.003 2.731 0.009 -0.001 ($3,998,717) ($2,081,210) ($40,603) ($6,120,530)

Mar-11 66,764,445              (551,195)                 (34,503)                   2,547,289                2.700 -0.050 -0.003 2.621 -0.023 -0.001 $2,005,184 ($702,842) ($39,287) $1,263,054

Apr-11 65,328,969              (592,630)                 (34,354)                   2,298,697                2.496 -0.052 -0.003 2.842 -0.022 -0.001 ($7,950,181) ($695,770) ($47,242) ($8,693,193)

May-11 68,044,546              (113,915)                 (34,195)                   2,418,072                2.691 -0.160 -0.003 2.814 -0.004 -0.001 ($2,963,918) ($3,780,423) ($47,870) ($6,792,211)

Jun-11 69,889,920              (225,927)                 (34,458)                   2,709,962                2.669 -0.057 -0.003 2.579 -0.008 -0.001 $2,444,469 ($1,353,522) ($48,857) $1,042,089

Jul-11 95,173,509              (673,023)                 (31,263)                   3,317,306                2.832 -0.033 -0.002 2.869 -0.026 -0.001 ($1,226,558) ($243,530) ($41,538) ($1,511,626)

Aug-11 80,403,548              (867,519)                 (33,764)                   3,046,743                2.728 -0.021 -0.002 2.639 -0.034 -0.001 $2,725,556 $398,731 ($31,655) $3,092,632

Sep-11 62,674,300              (205,799)                 (34,406)                   2,570,726                2.522 0.004 -0.003 2.438 -0.008 -0.001 $2,170,032 $308,313 ($42,069) $2,436,276

Oct-11 65,884,078              (254,699)                 (35,058)                   2,468,493                2.451 -0.041 -0.003 2.669 -0.010 -0.001 ($5,383,095) ($776,884) ($42,728) ($6,202,708)

Nov-11 63,071,354              (423,858)                 (34,840)                   2,436,128                2.415 -0.031 -0.003 2.589 -0.016 -0.001 ($4,239,186) ($377,959) ($42,587) ($4,659,732)

Dec-11 66,647,574              (448,649)                 (85,560)                   2,542,830                2.530 -0.034 -0.002 2.621 -0.018 -0.004 ($2,301,408) ($389,327) $39,169 ($2,651,566)

Year 2011 836,786,518            (4,992,879)               (458,470)                 31,484,691              2.600 -0.052 -0.003 2.657 -0.016 -0.001 ($15,238,967) ($10,803,776) ($427,672) ($26,470,415)

Jan-12 69,148,575              (326,225)                 (85,530)                   2,573,449                2.585 -0.058 -0.002 2.687 -0.013 -0.003 ($2,623,110) ($1,159,558) $36,544 ($3,746,125)

Feb-12 62,983,683              (540,045)                 (87,424)                   2,346,635                2.533 -0.021 -0.002 2.684 -0.023 -0.004 ($3,554,642) $55,247 $36,039 ($3,463,356)

Mar-12 63,300,548              (244,922)                 (88,955)                   2,405,036                2.444 -0.027 -0.002 2.632 -0.010 -0.004 ($4,526,970) ($404,787) $38,530 ($4,893,227)

Apr-12 58,661,916              (105,250)                 (84,971)                   2,281,677                2.637 -0.014 -0.002 2.571 -0.004 -0.003 $1,510,291 ($232,502) $18,549 $1,296,338

May-12 69,563,209              (600,281)                 (82,529)                   2,445,104                2.696 -0.046 -0.002 2.845 -0.020 -0.003 ($3,631,715) ($641,485) $15,858 ($4,257,342)

Jun-12 77,569,194              (63,993)                   (82,079)                   2,753,610                2.546 -0.028 -0.002 2.817 -0.002 -0.003 ($7,461,651) ($718,318) $23,569 ($8,156,401)

Difference in Cost



3 Year Average (Cents/kWh) Current Monthly (Cents/kWh)

Asset Based Non-Asset Actual Fuel Refund Refund Fuel Refund Refund Asset Non-Asset

Actual Total  Margin Based Margin Retail Sales Cost Asset Non-Asset Cost Asset Non-Asset Fuel Based Based

Month Fuel Costs Sharing Sharing MWH Factor Based  Based Factor Based  Based Cost Refunds Refunds Total

Difference in Cost

Jul-12 96,998,683              (1,637,168)               524,935                  3,332,143                2.647 -0.029 -0.002 2.911 -0.065 0.021 ($8,794,942) $1,222,649 ($753,245) ($8,325,538)

Aug-12 80,639,132              (441,830)                 81,173                    2,901,732                2.616 -0.028 -0.002 2.779 -0.018 0.003 ($4,727,703) ($270,266) ($143,376) ($5,141,345)

Sep-12 63,548,942              (107,656)                 3,222                      2,485,293                2.418 -0.017 -0.002 2.557 -0.004 0.000 ($3,445,472) ($310,608) ($56,277) ($3,812,357)

Oct-12 67,302,695              (665,401)                 (1,728)                     2,479,834                2.476 -0.018 -0.002 2.714 -0.026 0.000 ($5,896,367) $220,668 ($51,602) ($5,727,300)

Nov-12 68,456,764              (111,246)                 (118)                       2,492,963                2.472 -0.012 -0.002 2.746 -0.004 0.000 ($6,831,508) ($188,577) ($54,783) ($7,074,868)

Dec-12 73,325,609              (751,157)                 5                            2,511,151                2.508 -0.008 -0.003 2.920 -0.032 0.000 ($10,340,577) $613,782 ($72,820) ($9,799,615)

Year 2012 851,498,950            (5,595,175)               96,002                    31,008,627              2.548 -0.025 -0.002 2.739 -0.019 0.000 ($60,324,368) ($1,813,754) ($963,014) ($63,101,136)

Jan-13 70,304,656              (1,006,032)               11                          2,584,730                2.549 -0.031 -0.003 2.720 -0.041 0.000 ($4,421,801) $254,822 ($77,434) ($4,244,413)

Feb-13 62,189,862              (588,568)                 -                         2,286,392                2.636 -0.012 -0.003 2.720 -0.026 0.000 ($1,909,518) $330,707 ($74,454) ($1,653,264)

Mar-13 74,099,811              (500,004)                 -                         2,504,218                2.539 -0.021 -0.003 2.959 -0.021 0.000 ($10,518,749) $6,760 ($79,387) ($10,591,376)

Apr-13 73,159,370              (826,260)                 -                         2,321,046                2.683 -0.014 -0.003 3.152 -0.031 0.000 ($10,887,080) $411,456 ($78,921) ($10,554,545)

May-13 73,352,662              (719,020)                 -                         2,377,720                2.880 -0.043 -0.003 3.085 -0.024 0.000 ($4,869,811) ($440,830) ($72,226) ($5,382,866)

Jun-13 80,109,945              (573,540)                 -                         2,601,817                2.658 -0.032 -0.003 3.079 -0.020 0.000 ($10,949,822) ($310,318) ($71,013) ($11,331,154)

Jul-13 92,319,774              (262,505)                 -                         3,020,935                2.813 -0.035 0.004 3.056 -0.011 0.000 ($7,335,701) ($737,708) $119,567 ($7,953,842)

Aug-13 85,825,677              (1,092,444)               -                         3,010,371                2.727 -0.029 -0.001 2.851 -0.045 0.000 ($3,719,140) $467,869 ($16,961) ($3,268,232)

Sep-13 78,918,790              (1,055,063)               -                         2,623,630                2.448 -0.013 -0.002 3.008 -0.044 0.000 ($14,689,405) $820,600 ($51,264) ($13,920,069)

Oct-13 75,077,407              187,889                  -                         2,443,926                2.606 -0.019 -0.002 3.072 0.008 0.000 ($11,387,834) ($655,488) ($49,388) ($12,092,709)

Nov-13 76,934,789              (252,744)                 -                         2,422,380                2.615 -0.011 -0.002 3.176 -0.010 0.000 ($13,588,238) ($15,942) ($48,646) ($13,652,825)

Dec-13 85,779,869              (230,481)                 -                         2,582,953                2.660 -0.023 -0.002 3.321 -0.010 0.000 ($17,069,428) ($326,124) ($38,934) ($17,434,486)

Year 2013 928,072,612            (6,918,772)               11                          30,780,118              2.651 -0.023 -0.002 3.017 -0.023 0.000 ($111,346,527) ($194,193) ($539,061) ($112,079,781)

Jan-14 90,537,999              (1,911,296)               -                         2,665,234                2.622 -0.028 -0.001 3.397 -0.079 0.000 ($20,657,386) $1,370,606 ($39,747) ($19,326,528)

Feb-14 71,843,173              (382,186)                 -                         2,410,036                2.712 -0.013 -0.002 2.981 -0.017 0.000 ($6,487,310) $99,008 ($41,577) ($6,429,878)

Mar-14 69,587,791              (884,481)                 -                         2,545,274                2.738 -0.017 -0.002 2.734 -0.038 0.000 $103,401 $526,558 ($42,142) $587,817

Apr-14 64,943,102              (850,008)                 -                         2,269,151                2.857 -0.022 -0.002 2.862 -0.033 0.000 ($121,124) $249,574 ($39,233) $89,217

May-14 61,709,308              (246,807)                 -                         2,378,008                2.913 -0.020 -0.002 2.595 -0.008 0.000 $7,572,941 ($271,434) ($38,334) $7,263,173

Jun-14 72,963,829              (531,286)                 -                         2,612,382                2.822 -0.011 -0.001 2.793 -0.019 0.000 $745,860 $203,903 ($37,746) $912,016

Jul-14 77,294,708              (718,620)                 -                         2,808,674                2.942 -0.027 0.005 2.752 -0.029 0.000 $5,333,364 $61,570 $143,383 $5,538,316

Aug-14 76,240,254              (379,720)                 -                         2,965,393                2.756 -0.027 0.001 2.571 -0.015 0.000 $5,473,585 ($340,166) $15,692 $5,149,112

Sep-14 63,166,406              (257,920)                 -                         2,502,631                2.671 -0.018 0.000 2.524 -0.011 0.000 $3,684,932 ($176,662) ($10,162) $3,498,108

Oct-14 67,788,476              (371,315)                 -                         2,427,954                2.817 -0.010 0.000 2.792 -0.015 0.000 $615,007 $115,884 ($12,082) $718,808

Nov-14 73,222,318              (80,030)                   -                         2,430,213                2.836 -0.011 0.000 3.013 -0.003 0.000 ($4,309,679) ($185,374) ($11,556) ($4,506,609)

Dec-14 68,812,426              -                         2,556,695                2.956 -0.019 -0.001 2.691 0.000 $6,765,241 ($478,832) ($28,642) $6,257,767

Year 2014 858,109,790            (6,613,670)               -                         30,571,645              2.803 -0.018 -0.001 2.809 -0.024 0.000 ($1,281,169) $1,174,635 ($142,147) ($248,681)

Total Cost Difference in 2008 - 2014 ($203,736,479) ($5,084,910) ($373,588) ($209,194,977)

Final December 2014 data not yet available.  Preliminary data used.























Northern States Power Company

NSPM JCOS MN Elec: 2013 Actual - Annual Report - W/N, 

NSPM - 04 Revenue Deficiency Schedule 2013 MN Electric
2013 MN Electric with DOC FCA Incentive 

Proposal
Difference

Weighted Cost of Capital    

Cost of Short Term Debt 0.77% 0.77% 0.77%

Cost of Long Term Debt 5.01% 5.01% 5.01%

Cost of Common Equity 9.83% 9.83% 9.83%

Ratio of Short Term Debt 1.96% 1.96% 1.96%

Ratio of Long Term Debt 45.37% 45.37% 45.37%

Ratio of Common Equity 52.67% 52.67% 52.67%

Weighted Cost of STD 0.02% 0.02% 0.02%

Weighted Cost of LTD 2.27% 2.27% 2.27%

Weighted Cost of Debt 2.29% 2.29% 2.29%

Weighted Cost of Equity 5.18% 5.18% 5.18%

Required Rate Of Return 7.47% 7.47% 7.47%

   

Composite Income Tax Rate    

State Tax Rate 9.80% 9.80% 9.80%

Federal Statuatory Tax Rate 35.00% 35.00% 35.00%

Federal Effective Tax Rate 31.57% 31.57% 31.57%

Composite Tax Rate 41.37% 41.37% 41.37%

   

Rate of Return (ROR)    

Total Operating Income 444,727,290 379,014,914 (65,712,376)

Total Rate Base 6,719,451,520 6,719,451,520  

ROR (Operating Income / Rate Base) 6.62% 5.64% (0.98%)

   

Return on Equity (ROE)    

Total Operating Income 444,727,290 379,014,914 (65,712,376)

Debt Interest (Rate Base * Weighted Cost of Debt) (153,875,440) (153,875,440)  

Earnings Available for Common 290,851,850 225,139,474 (65,712,376)

Equity Rate Base (Rate Base * Equity Ratio) 3,539,135,116 3,539,135,116  

ROE (earnings for Common/Equity Rate Base) 8.22% 6.36% (1.86%)

   

Revenue Deficiency    

Required Operating Income (Rate Base * Required Return) 501,943,029 501,943,029  

Total Operating Income 444,727,290 379,014,914 (65,712,376)

Operating Income Deficiency 57,215,739 122,928,114 65,712,376

   

Revenue Conversion Factor ( 1/(1-Composite Tax Rate) ) 1.7056 1.7056 1.7056

Revenue Deficiency (Income Deficiency * Conversion Factor) 97,587,820 209,667,601 112,079,781

   

Total Revenue Requirements    

Total Retail Revenues 2,889,764,488 2,777,684,707 (112,079,781)

Revenue Deficiency 97,587,820 209,667,601 112,079,781

Total Revenue Requirements 2,987,352,308 2,987,352,308 0
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 STATE OF MINNESOTA 
OFFICE OF THE ATTORNEY GENERAL 

 
February 11, 2015 

 
 
 
Daniel Wolf 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, MN  55101 
 
RE: In the Matter of the Review of the 2011-2012 Annual Automatic Adjustment 

Reports for All Electric Utilities 
 Docket No. E999/AA-12-757 
 
 In the Matter of the Review of the 2012-2013 Annual Automatic Adjustment 

Reports for All Electric Utilities 
 Docket No. E999/AA-13-599 
 
Dear Mr. Wolf: 
 
 Enclosed and e-filed in the above-referenced matters please find Reply Comments of the 
Office of the Attorney General - Residential Utilities and Antitrust Division [PUBLIC and 
TRADE SECRET VERSIONS]. 
 
 By copy of this letter all parties have been served with the public version of the 
document.  Affidavits of service are enclosed.  In addition, representatives of Xcel Energy and 
Minnesota Power have been provided with individual versions of the document that disclose the 
trade secret information regarding the company of the recipient.   
 

Sincerely, 
 
s/ James W. Canaday 

 
JAMES W. CANADAY 
Assistant Attorney General 
Manager, Residential Utilities  
and Antitrust Division 
 
(651) 757-1421 (Voice) 
(651) 296-9663 (Fax) 

Enclosures 
cc: Tiffany Hughes, Xcel Energy 
 Christopher Anderson, Minnesota Power 
 Leann Oehlerking Boes, Minnesota Power 
 Service Lists  

SUITE 1400 
445 MINNESOTA STREET 
ST. PAUL, MN 55101-2131 

TELEPHONE: (651) 296-7575 

LORI SWANSON 
ATTORNEY GENERAL 



 

 

 
AFFIDAVIT OF SERVICE 

 
RE: In the Matter of the Review of the 2011-2012 Annual Automatic Adjustment 

Reports for All Electric Utilities 
 Docket No. E999/AA-12-757 
 
 In the Matter of the Review of the 2012-2013 Annual Automatic Adjustment 

Reports for All Electric Utilities 
 Docket No. E999/AA-13-599 
 
 
STATE OF MINNESOTA ) 
 ) ss. 
COUNTY OF RAMSEY ) 
 
 I, Deanna Donnelly, hereby state that on the 11th day of February, 2015, I efiled with 

eDockets Reply Comments of the Office of the Attorney General – Residential Utilities and 

Antitrust Division [PUBLIC VERSION] and served the same upon all parties listed on the 

attached service list via electronic submission and/or United States Mail with postage prepaid, 

and deposited the same in a U.S. Post Office mail receptacle in the City of St. Paul, Minnesota.   

 

See Attached Service Lists 
 
 

 

s/ Deanna Donnelly     

       Deanna Donnelly 
 
Subscribed and sworn to before me 
this 11th day of February, 2015. 
 
s/ Patricia Jotblad    

Notary Public 
My Commission expires:  January 31, 2020. 
  



 

 

AFFIDAVIT OF SERVICE 
 

RE: In the Matter of the Review of the 2011-2012 Annual Automatic Adjustment 
Reports for All Electric Utilities 

 Docket No. E999/AA-12-757 
 
 In the Matter of the Review of the 2012-2013 Annual Automatic Adjustment 

Reports for All Electric Utilities 
 Docket No. E999/AA-13-599 
 
 
STATE OF MINNESOTA ) 
 ) ss. 
COUNTY OF RAMSEY ) 
 
 I, Deanna Donnelly, hereby state that on the 11th day of February, 2015, I efiled with 

eDockets Reply Comments of the Office of the Attorney General – Residential Utilities and 

Antitrust Division [TRADE SECRET VERSION] and served the same upon all parties listed 

on the attached service list via electronic submission and/or United States Mail with postage 

prepaid, and deposited the same in a U.S. Post Office mail receptacle in the City of St. Paul, 

Minnesota.   

 

See Attached Service Lists 
 
 

 

s/ Deanna Donnelly     

       Deanna Donnelly 
 
Subscribed and sworn to before me 
this 11th day of February, 2015. 
 
s/ Patricia Jotblad    

Notary Public 
My Commission expires:  January 31, 2020. 
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