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July 15, 2019
—Via Electronic Filing—

Daniel P. Wolf

Executive Secretary

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

St. Paul, MN 55101

RE:  REPLY TO RESPONSE COMMENTS
2018 ANNUAL AUTOMATIC ADJUSTMENT REPORTS—ELECTRIC AND GAS
DOCKET Nos. E999/AA-18-373 AND G999/AA-18-374

Dear Mr. Wolf:

Northern States Power Company, doing business as Xcel Energy, submits to the
Minnesota Public Utilities Commission this Reply to the June 14, 2019 Response
Comments of the Minnesota Department of Commerce (Department) in Docket
Nos. E999/AA-18-373 and G999/AA-18-374.

We have electronically filed this document with the Minnesota Public Utilities
Commission, and copies have been served on the parties on the attached service
list. Please contact me at (612) 330-7681 or lisa.r.peterson(@xcelenergy.com, or
Jennifer Roesler at (612) 330-1925 or jennifer.roesler@xcelenergy.com, if you
have any questions regarding this filing.

Sincerely,

/s/
LISA PETERSON
MANAGER, REGULATORY ANALYSIS

Enclosure
c: Service List
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INTRODUCTION

Northern States Power Company, doing business as Xcel Energy, submits to the
Minnesota Public Utilities Commission this Reply in response to the June 14, 2019,
Response Comments of the Minnesota Department of Commerce in the above-
referenced dockets.

We appreciate the Department’s thorough review of the Company’s treatment of the
High Bridge Adjustment and respond to the Department’s recommendations below.

REPLY

The Company takes seriously its obligations regarding billing accuracy and ensuring
that customers pay no more and no less than appropriate under the Company’s
approved tariffs. That is why, as soon as we discovered our error regarding
accounting for gas at the High Bridge Plant, we promptly took steps to report and
correct it. We also took steps to ensure this misallocation will not happen again, by
changing the way we meter gas for the High Bridge Plant, which involves



communicating MV90 meter data to Northern Natural Gas (NNG) on a monthly
basis for the purposes of accounting and reporting.

To be sure, we did not become aware of this issue until it was found in connection
with our investigation into lost and unaccounted for gas from 2013 through 2018.
Until that investigation, we knew that we had a larger percentage of lost and
unaccounted for gas than other gas utilities, however, we had no reason to believe
that our then-current metering and reporting methods—which involved the
reporting of gas quantities used for fuel at our electric plants to NNG based on data
from the SCADA system—were inaccurate.

Once we discovered this issue, we first reported it in the Company’s Gas AAA, as
was requested by the Commission, and then in the next Electric FCA docket in the
place specifically designed for reporting such issues: The attachment entitled Unusual
Items Over 500,000, which is included each month in the Company’s monthly Fuel
Clause Adjustment filing. This filing requirement was added to the Company’s
monthly filings following a similar event in the past, in which certain generation
costs associated with the Company’s Riverside Plant were misallocated between
wholesale and retail customers.! Although the Department characterizes this
reporting mechanism as “one sparse page at the end of a 97-page standard filing,” it
is precisely where issues like the High Bridge Plant allocation are to be reported, and
where we expected the Department to look for such issues as it was their
recommendation to flag such issues in the monthly Fuel Clause Adjustment filings.
We therefore respectfully disagree with any suggestion that the Company attempted
to hide or otherwise bury this issue in our filing. The Company’s filings often
include several attachments and schedules in response to a variety of compliance
requirements that have developed over time, and some of those schedules and
attachments are admittedly less important and receive less scrutiny than others. But
Attachment 6 to our FCA filing is not one of those. Quite the opposite—
Attachment 6 is where we identify “unusual items” for the purpose of highlighting
those issues to ease regulatory review of our filings. Ultimately, the Company was
trying to report this item in the manner the Department recommended and the
Commission requested. That said, in the future, if the Department or Commission
wants the Company to report these types of items in a location other than the
attachment identifying Unusual Items Over $500,000, the Company is willing to do
so.

1 Docket No. £999/AA-10-884, ORDER ACTING ON ELECTRIC UTILITIES ANNUAL REPORTS AND
REQUIRING ADDITIONAL FILINGS, April 6, 2012.

2 Docket No. E999/AA-10-884, 280 RESPONSE COMMENTS OF THE DIVISION OF ENERGY RESOURCES OF
THE MINNESOTA DEPARTMENT OF COMMERCE at p. 10 and 11, January 27, 2012.
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Moreover, while brief, the Company’s description of the issue in our Fuel Clause
Adjustment Report for October 2018, Docket No. E002/AA-18-622, was

transparent:

An issue was identified at the High Bridge plant whereby
SCADA meter data was being provided to NNG as
opposed to more accurate volumes from the MV90 meter.
This resulted in a total credit to gas commodity expenses of
$O0M over 5 AAA years (2013-2018). An entry for this
amount was booked during month-end close. The $6M
will be recovered through the electric FCA over the next 12
months beginning in October.

This plainly set out the issue we discovered, its magnitude and duration, how it
occurred, and our plans for resolving it. We presented this information publicly as
soon as we were aware of it, consistent with the Department’s expectation that
utilities should be “up-front and transparent.”

Our approach, moreover, certainly was not an “attempt|] to circumvent Commission
authority to even consider, let alone make, a policy call in this scenario.” To the
contrary, we publicly stated our specific plans for refunding and recovering the
misallocated funds, and—in the absence of a specific rule governing this situation—
we did so in a way that aligns with good policy, ensuring that both gas and electric
customers pay for the actual costs of the gas used to serve them. We welcome the
Department and Commission’s review of our approach and believe it is the best way
to resolve this issue.

The Department suggests that the Company should have opened a separate docket
to deal with this adjustment—referencing the Company’s recent request for deferred
accounting treatment of manufactured gas plant cleanup (MGP) expenses.” The
Department states this should be the case because the total amount of the
misallocation here ($6 million) is greater the amount of MGP expenses for which we
sought deferral. But, this is a false equivalency. We did not open a separate docket
tor MGP expenses because of their size (although that undeniably was a factor in
our request for deferred accounting), but instead because that was the accepted
procedure for handling deferred accounting requests. Unlike such requests for
deferred accounting treatment, there is no clear approach to handling this allocation
issue under any statute, rule, or Commission precedent. Moreover, the accepted
procedure for handling unusual items in the fuel clause is to include them in

3 Docket No. G002/M-17-894.



Attachment 6 of the monthly FCA filing, which is exactly what the Company did
here.

The Department notably agrees with the Company that the billing error rules under
Minn. Rules 7820.3800 and 7820.4000 do not apply here. Notwithstanding this
agreement, the Department argues that the billing error rules should be used to
calculate the refund the Company owes to its gas customers and deny any surcharge
to electric customers. In support of this position, the Department cites a number of
cases in which the Company sought variances to the billing rules in order to provide
refunds to customers covering the full period of any billing error. But, those cases
are not valuable comparisons. They all undisputedly involved billing errors, as
opposed to here, where there undisputedly was no billing error.

Regardless, if the Department proposes to look to the billing error rules in this case,
then it should look to them in their entirety. Under Minn. Rule 7820.3800, subp. 2,
and 7820.4000, subp. 2, refunds for overbilling are limited to “the difference
between the amount collected for service rendered and the amount the utility should
have collected for service rendered, plus interest, for the period beginning three
years before the date of discovery[.]” Relatedly, under Minn. Rule 7820.3800, subp.
3, and 7820.4000, subp. 3, surcharges for underbilling are limited to “the difference
between the amount collected for service rendered and the amount the utility should
have collected for service rendered, for the period beginning one year before the
date of discovery.”

Table 3 in our Reply Comments (reproduced as Table 1 below) set forth the specific
amounts misallocated each year.

Table 1: Misallocations

Volume Diff | MN & ND MN ND

AAA Year (Dkt) $ $ $

2013-2014 143,608 784,183 685,313 98,870
2014-2015 316,554 1,266,271 1,098,369 167,902
20152016 460,775 1.225.682 1,061,942 163,740
2016-2017 299,564 963,933 823,416 140,517
Subtotal 2013-2017 1,220,501 4.240,069 3,669,040 571,029
20172018 556,290 1,764.250 1,512,802 251,359
Total 2013-2018 1,776,791 6,004,319 5.181,31 822,388

Based on these figures, were the billing error rules to be applied in this case, the
Company would owe Minnesota gas customers a refund of $3,398,250 (misallocations
trom 2015-2018) plus interest. The Company would also be allowed to recover a
surcharge from Minnesota electric customers of $1,512,892 (misallocation from 2017-

2018).



We continue to believe that correcting the misallocation in the way we first set forth
in our October 2018 Monthly FCA Report is the most equitable approach. (As noted
in our Reply Comments, this reallocation process would not result in any benefit to
the Company.) However, if the Commission decides to look to the billing error rules,
we believe requiring a refund of $3,398,250, plus interest, and a surcharge of
$1,512,892 is more consistent with the rules than the Department’s recommendation
of a $5,181,931 refund (plus interest on $3,669,040 of prior-period misallocations) and

no surcharge.
CONCLUSION

We appreciate the opportunity to submit our Reply to the Department’s Response
Comments regarding our AAA Reports. As discussed above, while we were
somewhat surprised that the Department viewed our actions as an attempt to
obfuscate or mislead, we wish to express a strong desire here to work with the
Department and other stakeholders to improve processes and facilitate review of our
filings. We respectfully request that the Commission accept and approve Xcel
Energy’s 2018 Gas AAA Report and 2018 Electric AAA Report as supplemented by
our May 06, 2019, Reply Comments and this Reply to Response Comments.

Dated: July 15,2019

Northern States Power Company



CERTIFICATE OF SERVICE

I, Paget Pengelly, hereby certify that I have this day served copies or summaries of the
toregoing document on the attached list of persons.

xx by depositing a true and correct copy thereof, properly enveloped
with postage paid in the United States Mail at Minneapolis,
Minnesota

xx electronic filing

DOCKET NoOS. E999/AA-18-373
G999 /AA-18-374

Dated this 15th day of July 2019

/s/

Paget Pengelly
Regulatory Administrator



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 Electronic Service No OFF_SL_18-373_AA-18-
373
Duluth,
MN
558022191
Derek Bertsch derek.bertsch@mrenergy.c | Missouri River Energy 3724 West Avera Drive Electronic Service No OFF_SL_18-373_AA-18-
om Services PO Box 88920 373
Sioux Falls,
SD
57109-8920
Generic Notice Commerce Attorneys commerce.attorneys@ag.st | Office of the Attorney 445 Minnesota Street Suite [Electronic Service Yes OFF_SL_18-373_AA-18-
ate.mn.us General-DOC 1800 373
St. Paul,
MN
55101
lan Dobson residential.utilities@ag.stat | Office of the Attorney 1400 BRM Tower Electronic Service Yes OFF_SL_18-373_AA-18-
e.mn.us General-RUD 445 Minnesota St 373
St. Paul,
MN
551012131
Marie Doyle marie.doyle@centerpointen | CenterPoint Energy 505 Nicollet Mall Electronic Service No OFF_SL_18-373_AA-18-
ergy.com P O Box 59038 373
Minneapolis,
MN
554590038
Sharon Ferguson sharon.ferguson@state.mn | Department of Commerce |85 7th Place E Ste 280 Electronic Service No OFF_SL_18-373_AA-18-
.us 373
Saint Paul,
MN
551012198
Bruce Gerhardson bgerhardson@otpco.com | Otter Tail Power Company |PO Box 496 Electronic Service No OFF_SL_18-373_AA-18-
215 S Cascade St 373
Fergus Falls,
MN
565380496
Douglas Larson dlarson@dakotaelectric.co |Dakota Electric Association |4300 220th St W Electronic Service No OFF_SL_18-373_AA-18-
m 373
Farmington,
MN
55024
Samantha Norris samanthanorris@alliantene | Interstate Power and Light |200 1st Street SE PO Box |Electronic Service No OFF_SL_18-373_AA-18-
rgy.com Company 351 373
Cedar Rapids,
1A
524060351
Leann Oehlerking Boes Iboes@mnpower.com Minnesota Power 30 W Superior St Electronic Service No OFF_SL_18-373_AA-18-

Duluth,
MN
55802

373




First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Randy Olson rolson@dakotaelectric.com [Dakota Electric Association |4300 220th Street W. Electronic Service No OFF_SL_18-373_AA-18-
373
Farmington,
MN
55024-9583
Catherine Phillips catherine.phillips@we- We Energies 231 West Michigan St Electronic Service No OFF_SL_18-373_AA-18-
energies.com 373
Milwaukee,
Wi
53203
Kristin Stastny kstastny@briggs.com Briggs and Morgan, P.A. 2200 IDS Center Electronic Service No OFF_SL_18-373_AA-18-
80 South 8th Street 373
Minneapolis,
MN
55402
Lynnette Sweet Regulatory.records@xcele |Xcel Energy 414 Nicollet Mall FL 7 Electronic Service No OFF_SL_18-373_AA-18-
nergy.com 373
Minneapolis,
MN
554011993
Stuart Tommerdahl stommerdahl@otpco.com | Otter Tail Power Company |215 S Cascade St Electronic Service No OFF_SL_18-373_AA-18-
PO Box 496 373
Fergus Falls,
MN
56537
Robyn Woeste robynwoeste@alliantenerg |Interstate Power and Light |200 First St SE Electronic Service No OFF_SL_18-373_AA-18-
y.com Company 373
Cedar Rapids,
1A
52401
Daniel P Wolf dan.wolf@state.mn.us Public Utilities Commission |121 7th Place East Electronic Service Yes OFF_SL_18-373_AA-18-
Suite 350 373
St. Paul,
MN
551012147
Mary Wolter mary.wolter@wecenergygr [Minnesota Energy 231 West Michigan St Electronic Service No OFF_SL_18-373_AA-18-

oup.com

Resources Corporation
(HOLDING)

Milwaukee,
wi
53203

373




First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Tamie A. Aberle tamie.aberle@mdu.com Great Plains Natural Gas  [400 North Fourth Street Electronic Service No OFF_SL_18-374_AA-18-
Co. 374
Bismarck,
ND
585014092
Kristine Anderson kanderson@greatermngas. | Greater Minnesota Gas, 202 S. Main Street Electronic Service No OFF_SL_18-374_AA-18-
com Inc. 374
Le Sueur,
MN
56058
Steven Clay Steven.Clay@CenterPoint |CenterPoint Energy 505 Nicollet Mall Electronic Service No OFF_SL_18-374_AA-18-
Energy.com Minnesota Gas 374
Minneapolis,
MN
55402
Generic Notice Commerce Attorneys commerce.attorneys@ag.st | Office of the Attorney 445 Minnesota Street Suite | Electronic Service Yes OFF_SL_18-374_AA-18-
ate.mn.us General-DOC 1800 374
St. Paul,
MN
55101
lan Dobson residential.utilities@ag.stat | Office of the Attorney 1400 BRM Tower Electronic Service Yes OFF_SL_18-374_AA-18-
e.mn.us General-RUD 445 Minnesota St 374
St. Paul,
MN
551012131
Marie Doyle marie.doyle@centerpointen | CenterPoint Energy 505 Nicollet Mall Electronic Service No OFF_SL_18-374_AA-18-
ergy.com P O Box 59038 374
Minneapolis,
MN
554590038
Sharon Ferguson sharon.ferguson@state.mn | Department of Commerce |85 7th Place E Ste 280 Electronic Service No OFF_SL_18-374_AA-18-
.us 374
Saint Paul,
MN
551012198
Brian Gardow bgardow@greatermngas.c |Greater Minnesota Gas, PO Box 68 Electronic Service No OFF_SL_18-374_AA-18-
om Inc. 374
Le Sueur,
MN
56058
Nicolle Kupser nkupser@greatermngas.co | Greater Minnesota Gas, 202 South Main Street Electronic Service No OFF_SL_18-374_AA-18-
m Inc. P.O. Box 68 374
Le Sueur,
MN
56058
Greg Palmer gpalmer@greatermngas.co | Greater Minnesota Gas, PO Box 68 Electronic Service No OFF_SL_18-374_AA-18-
m Inc. 202 South Main Street 374
Le Sueur,
MN

56058




First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Lisa Peterson lisa.r.peterson@xcelenergy Xcel Energy Electronic Service No OFF_SL_18-374_AA-18-
.com 414 Nicollet Mall - 7th Floor 374
Minneapolis,
MN
55401
Catherine Phillips catherine.phillips@we- We Energies 231 West Michigan St Electronic Service No OFF_SL_18-374_AA-18-
energies.com 374
Milwaukee,
Wi
53203
Peggy Sorum peggy.sorum@centerpointe | CenterPoint Energy 505 Nicollet Mall Electronic Service No OFF_SL_18-374_AA-18-
nergy.com 374
Minneapolis,
MN
55402
Kristin Stastny kstastny@briggs.com Briggs and Morgan, P.A. 2200 IDS Center Electronic Service No OFF_SL_18-374_AA-18-
80 South 8th Street 374
Minneapolis,
MN
55402
Lynnette Sweet Regulatory.records@xcele |Xcel Energy 414 Nicollet Mall FL 7 Electronic Service No OFF_SL_18-374_AA-18-
nergy.com 374
Minneapolis,
MN
554011993
Daniel P Wolf dan.wolf@state.mn.us Public Utilities Commission |121 7th Place East Electronic Service Yes OFF_SL_18-374_AA-18-
Suite 350 374
St. Paul,
MN
551012147
Mary Wolter mary.wolter@wecenergygr |Minnesota Energy 231 West Michigan St Electronic Service No OFF_SL_18-374_AA-18-

oup.com

Resources Corporation
(HOLDING)

Milwaukee,
WI
53203

374




	Cover Letter
	Reply to Response Comments
	Certificate of Service
	18-373 Service List
	18-374 Service List

