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Dear Mr. Seuffert:

Attached are the comments of the Minnesota Department of Commerce, Division of Energy Resources
(Department) in the following matter:

Northern States Power Company doing business as Xcel Energy’s Proposed Adjustment
to the 2020 Annual Fuel Forecast and Monthly Fuel Cost Charges.

The Department recommends approval and is available to answer any questions that the Minnesota
Public Utilities Commission may have.
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/s/ Samir Ouanes
Public Utilities Rates Analyst
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m COMMERCE
DEPARTMENT
Before the Minnesota Public Utilities Commission

Comments of the Minnesota Department of Commerce
Division of Energy Resources

Docket Nos. E002/AA-19-293 and E002/M-20-437

. SUMMARY

On April 23, 2020, Northern States Power Company, doing business as Xcel Energy, (Xcel or the
Company) filed a petition (Petition) requesting that the Minnesota Public Utilities Commission
(Commission) approve:

e its proposed $25 million reduction of its Commission-approved 2020 fuel cost (FCA) forecast in
Docket No. E002/AA-19-293; and

e its proposed corresponding reduction of the Commission-approved FCA charges for the June-
August 2020 period.

Il BACKGROUND INFORMATION

On June 12, 2019, the Commission issued its Order Approving Additional Details of New Fuel Clause
Adjustment Process (June 2019 Order) in Docket No. E999/CI-03-802 (03-802). Ordering Point 3 of the
June 2019 Order stated that:

The Commission adopts a threshold of plus or minus 5 percent of all FCA
costs and revenues to determine whether an event qualifies as a significant
unforeseen impact that may justify an adjustment to the approved fuel
rates. The Electric Utilities are permitted to implement revised rates
following a 30-day notice period, subject to a full refund, if no party objects
to the revised rates.

Ordering Point 9 of the November 14, 2019 Order in Docket No. E002/AA-19-293 (November 2019
Order) approved Xcel’s proposed updates to its forecasted 2020 FCA costs and resulting monthly FCA
rates.!

On April 23, 2020, the Company filed a petition requesting that the Commission approve its proposed
reduction of the fuel cost charges for the June-August 2020 period.

1 Xcel’s approved 2020 monthly FCA rates are shown in Attachment A, page 2 of 4 of Xcel’s July 31, 2019 reply
comments in Docket No. E002/AA-19-293 (per the November 2019 Order at page 71 of 80).
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On April 29, 2020, the Commission issued a Notice of Shortened Comment Period (Notice) with the
following topics open for comment:

1. Isthe request consistent with the Commission’s June 12, 2019 Order Approving Additional
Details Of New Fuel Clause Adjustment Process (June 12, 2019 Order)?

2. Should the Commission approve the $25 million reduction to the forecasted June, July and
August 2020 fuel charges?

3. Does Commission approval also require a rule variance or a reopening of the June 12, 2019
Order?

4. s the proposed handling of the $25 million reduction reasonable?

Can Xcel implement the proposed changes as requested without prior Commission approval?

6. Are there otherissues or concerns related to this matter?

b

The Department addresses the Notice’s topics 1-3 and 5 (legal issues) in Section Ill, topic 4 in Section IV
and topic 6 in Section V.

1l. DEPARTMENT ANALYSIS-LEGAL ISSUES

The Department notes that the Covid-19 global pandemic has caused governments to declare
peacetime emergencies, as reflected in Governor Walz’'s Emergency Executive Order 20-01 and
subsequent executive orders, and has required regulatory agencies to take unprecedented steps to
find methods and procedures to achieve desirable outcomes for Minnesota’s residents.

The Company indicated that its proposed $25 million refund to customers may not meet the June 2019
Order’s five percent threshold to determine whether an event qualifies as a significant unforeseen
impact that may justify an adjustment to the approved fuel rates.

However, in light of the unprecedented effects of the pandemic on utility operations, economic
conditions, and consumers’ personal finances, the Department supports Xcel’s proposal to reduce its
monthly fuel cost charges for all customers as soon as possible. The Company is simply proposing to
provide an expected $25 million reduction in its Commission-approved 2020 FCA forecast as a refund
to customers sooner (when they need it) rather than waiting for the annual 2021 true-up that will be
processed under the new FCA reform mechanism.

As a result, the Department supports Xcel’s request for a variance to Ordering Point 3 of the June 2019
Order to the extent that the Commission determines that a variance is necessary. However, given
what is expected to be a lack of disagreement about the refund, the Department suggests that a
variance may not be needed, especially during this peacetime emergency and the need to actin a
timely manner on behalf of Xcel’s ratepayers.

Finally, the Department clarifies that its support of Xcel’s proposal despite the amount not meeting the
five percent threshold is directly related to the unprecedented effects of the coronavirus pandemic
and as such should not be used as a precedent in future FCA filings.
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V. DEPARTMENT ANALYSIS-HANDLING OF THE $25 MILLION REDUCTION

The November 2019 Order approved the following fuel cost charges (S/kWh) for June, July and August
2020:?

Class June 2020 | July 2020 | August 2020

Residential $0.03471 | $0.03011 | $0.02964

C&I Non-Demand | $0.03515 | $0.03048 | $0.03002

C&l Demand $0.03405 | $0.02953 | $0.02908

C&I Demand Time | $0.04258 | $0.03694 | $0.03637

Of Day On-Peak

C&I Demand Time | $0.02785 | $0.02416 | $0.02379

of Day Off-Peak

Outdoor Lighting | $0.02721 | $0.02359 | $0.02323

The Company proposes the following fuel cost charges (S/kWh) for June, July and August 2020:3

Class June 2020 | July 2020 | August 2020

Residential $0.03134 | $0.02717 | $0.02657

C&I Non-Demand | $0.03173 | $0.02752 | $0.02691

C&l Demand $0.03074 | $0.02666 | $0.02607

C&I Demand Time | $0.03845 | $0.03334 | $0.03260

Of Day On-Peak

C&I Demand Time | $0.02515 | $0.02180 | $0.02132

of Day Off-Peak

Outdoor Lighting | $0.02456 | $0.02130 | $0.02083

2 Xcel’s approved 2020 monthly FCA rates are shown in Attachment A, page 2 of 4 of Xcel’s July 31, 2019 reply
comments in Docket No. E002/AA-19-293 (per the November 2019 Order at page 71 of 80).
3 Attachment A, page 2 of 4 of the Petition.
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The average bill reduction for a Residential customer is about $6.60 over the June-August 2020
period.*

The Department verified that Xcel’s proposed reduction in fuel cost charges for each class is consistent
with the proposed $25 million credit spread in equal parts over the June-August 2020 period.> The
Department concludes that they are reasonable.

As a result, the Department recommends approval of the proposed June, July and August 2020 fuel
cost charges.

V. DEPARTMENT ANALYSIS-OTHER ISSUES
At page 3 of the Petition, Xcel stated:

To the extent the Company ultimately under-recovers its actual fuel
expense in 2020, we hope the Commission will take this current proposal
into account when evaluating our report next spring.

The Department appreciates the Company’s attempt to mitigate the effects of the pandemic on its
ratepayers and pass through to its customers the corresponding $25 million cost reduction over the
2020 period.

Xcel may be concerned that the Commission-approved threshold to show prudence of costs before
allowing recovery of under-collections may be set at the lower S per kWh FCA cost resulting from its
current proposed reduction in its forecasted 2020 FCA costs.

The Department clarifies that the Commission-approved threshold to show prudence of costs should
remain at the Commission’s initially approved annual S per kWh FCA forecasted cost, independently
from any subsequently proposed increase or decrease in the FCA forecasted cost.

Thus in response to the questions indicated in the Commission’s Notice, the Department offers the
following brief responses, as discussed further above:

1. Is the request consistent with the Commission’s June 12, 2019 Order Approving
Additional Details Of New Fuel Clause Adjustment Process (June 12, 2019 Order)?

4 Department’s calculation based on the June-August 2019 sales and number of residential customers provided

in Xcel’s May 1, 2020 Electric Jurisdictional Annual Report in Docket No. E999/PR-20-04.

® For example, the $0.00337/kWh reduction of the Residential class fuel cost charge in June 2020 is equal to the
product of the Residential Class FAF ratio of 1.0177 times the ratio of the proposed June credit of $8,333,000 by
the forecasted June MN sales of 2,514,680,000 kWh.
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Technically, no. However, as discussed above and summarized below, the Department
supports Xcel’s proposal in these unusual circumstances.

2. Should the Commission approve the 525 million reduction to the forecasted June, July
and August 2020 fuel charges?

Yes.

3. Does Commission approval also require a rule variance or a reopening of the June 12,
2019 Order?

Given what is expected to be a lack of disagreement about the refund, the Department
suggests that a variance may not be needed, especially during this peacetime
emergency and the need to act in a timely manner on behalf of Xcel’s ratepayers.

4. Is the proposed handling of the 525 million reduction reasonable?

Yes.

5. Can Xcel implement the proposed changes as requested without prior Commission
approval?

Given what is expected to be a lack of disagreement about the refund and the existence
of the peacetime emergency, the Department suggests that Commission approval could
occur through a Consent Agenda.

6. Are there other issues or concerns related to this matter?

The Department has no other concerns at this time.

VI. DEPARTMENT CONCLUSIONS AND RECOMMENDATIONS

The Department recommends approval of the proposed June, July and August 2020 fuel cost charges.

The Department supports Xcel’s request for a variance to Ordering Point 3 of the June 2019 Order to
the extent that the Commission determines that a variance is necessary.

The Department clarifies that its support of Xcel’s proposal despite the amount not meeting the five
percent threshold is directly related to the unprecedented effects of the coronavirus pandemic and as
such should not be used as a precedent in future FCA filings.
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The Department also clarifies that the Commission-approved threshold to show prudence of costs
should remain at the Commission’s initially approved annual $ per kWh FCA forecasted cost,
independently from any subsequently proposed increase or decrease in the FCA forecasted cost.

/ja
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