MEMORANDUM

To:  Commissioners Christmann, Fedorchak and Kroshus

From: Sara Cardwell g C

Date: November 19, 2017

Re: Briefing Memo for Informal Hearing, Case No. PU-17-365
NSP Transmission Facility Cost Recovery Rider

NSP filed its 2018 annual update of its Transmission Facility Cost Recovery (TCR) rate
on October 2, 2017. On November 29, 2017, the Company will discuss its case in more
detail at an informal hearing.

The purpose of this memo is to provide background on the Company’s filing prior to the
informal hearing. The filing requests approval of a 2018 TCR revenue requirement of
$7.5 million. The resulting per kWh rate is $0.003297 and would increase the bill for a
typical residential electric customer, using 750 kWh, by $0.05 per month.

The rider was originally approved to cover the costs of 20 projects and five CapX2020
projects. The following year, 10 additional projects were added. Last year one new
project called the Fossum (Minnkota Power Cooperative (MPC)) Interconnection Project
was proposed. This project has since been cancelled and the costs reflected in the
filing are for the costs already expended prior to cancelation.

NSP plans to add costs for five new transmission projects in 2018:

1. NSPM - Major Line Refurbishment — This “project” title is confusing and is hard
to distinguish from the next project. Note too that | am putting project in quotes
as this is not your typical project. This is not about building a line from point A to
point B but is about “replacing specifically identified defective transmission line
property units (cross arms OR poles OR other line appurtenances) when the
majority of similar property units of the same vintage and design have been
identified as defective in a line circuit. Any property units found to be in good
operational condition are left in place.” (From Company’s response to Data
Request No. 1-2)

2. Line ELR — NSPM - Alternatively from the same data request response:

“the End of Life Replacement program only replaces individual transmission line
property units that are defective, but not similar property units of the same
vintage and design that are generally in good operating condition.”

3. Black Dog — Wilson 115 kV Uprate - This project is to replace seven existing
1600 amps 115 kV circuit breakers and associated switches to new 3000A, 63kA
breakers at the Black Dog substation located in the south metro area of the Twin
Cities. The majority of the 115 kV bus will also be replaced to 3000 amps.
Replacing the breakers, switches and bus work will allow the Company to
operate the system to the capacity of the existing transmission lines between
Black Dog and Wilson Substations.
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4. Hollydale — This is a set of projects that addresses electricity demand in and
around Plymouth, MN exceeding the system capacity of both the distribution and
transmission systems during peak demand times.

5. Lawrence to Falls Capacity Enhancement — This project is designed to increase
power availability onto the new Sioux Falls Northern system in SD by increasing
the conductor on two circuits 0729 and 5568 from 477ACSR to 954ACSS.

Attachment A shows the change in the revenue requirement each year since the rider
began. As you can see from the last line in the table, the revenue requirement has
grown significantly with each passing year. In a data request to the Company in its
recently filed ADP for the 302.4 MW Dakota Range Wind project, | asked how its
investments in additional wind projects will affect its investments in distribution and
transmission assets. Below is an excerpt from that response:

“With the recent completion of several large regional transmission projects (i.e., the
CapX 2020 projects and Big Stone-South Brookings County), the Company has been
able to shift annual capital funding from transmission into new generation. The
Company has also delayed some of the investment in core transmission and
distribution infrastructure from 2019, the peak year of wind generation investment,
into the 2020 to 2022 time period. When reviewing investment in transmission and
distribution over the entire 2018 to 2022 time period, the Company is investing more
dollars -- both in real terms and as a percentage of total investment -- in Transmission
and Distribution than were invested in the previous five year period.”

In my opinion, this means that the decrease shown for 2019 is merely because of the
expected wind additions to rate base and that absent a general rate case, we will
continue to see the revenue requirement rise with each passing year.

With this in mind, | believe we need to be more diligent in reviewing the Company’s
transmission rider filings. As part of my review in this case, the Company will exclude
2017 costs for two projects that have not yet been approved (see Company’s response
to Data Request No. 1-7 provided as Attachment B). Additionally, the Company also
found that they included the costs for a project that was in the last rate case and the
2016 TCR filing, i.e. double counted (see Company’s response to Data Request No. 2-3
provided as Attachment C).

However, we may need to do even deeper dives into the Company’s filings in the future.
For example, in response to Data Request No. 1-6, the Company described a
Minnesota Statute that requires the Company to buy land next to an easement if the
owner requests this. This is another example of a law designed to specifically
advantage a class of MN citizens that should not be subsidized by ND ratepayers and
should be reviewed further.

Additionally, | asked about overlap between what is in base rates and in the rider. The
continuous addition of the “blanket” projects (projects that don’t involve a specific line
from point A to point B) are troublesome. The Company stated there is no overlap but it




is hard to believe that the base rates have not accounted for some of these blanket
projects over the years. And, if you look at attachment A where | have highlighted the
blanket projects, you can see that with the exception of one project, these grow year
after year. Therefore, | believe that the Commission should not approve the addition of
the two new “blanket projects” — NSPM — Major Line Refurbishment and Line ELR —
NSPM this year.

In next year's filing, the Company should clearly state why the ND customers should
subsidize MN landowners or exclude those costs. And, in the future, if the rider costs
continue to grow, we may need to study the number of projects that benefit MN versus
ND and at some point decide what transmission really means. The Hollydale project
being a case in point. This is a project that is clearly the result of load growth in a
particular area of MN and is only being socialized because the Company has chosen to
state all projects over a certain voltage level are transmission and postaged stamped to
all of the NSP customers in all five states.

These are my recommendations. The Company can respond to these issues in the
informal and the Commission can chose to approve the Company'’s filing as filed,
accept my recommendations or make other decisions after the informal.

C: Dave Sederquist
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TCR Qualifying Projects

2014 2015 2016 2017 2018 2019
CAPX2020 - Brookings 2,850,414 3,205,939 3,016,187 2,970,537 2,950,532 2,865,556
CAPX2020 - Fargo 1,352,663 1,634,488 1,510,287 1,478,607 1,460,335 1,413,307
CAPX2020 - La Crosse Local 264,997 364,969 345,786 342,091 340,645 330,376
CAPX2020 - La Crosse MISO 274,901 395,698 612,499 706,805 701,178 680,011
CAPX2020 - La Crosse MISO - WI 340,552 894,258 934,974 923,099 920,619 892,451
Sioux Falls Northern 55,702 137,262 181,661 182,709 184,792 178,681
Yankee Reactor 14773 27,044 31,937 31,245
Chaska - Hwy 212 Conversion 48,753 102,840 93,867 91,998 92,967 90,254
Minn Valley 67,305 104,365 98,483 96,496 95,301 92,289
Minot Load Serving 5,450 27,253 197,784 301,786
Maple River - Red River 403 886 1,969 9,475 48,000 97,564 |
Big Stone - Brookings 24,207 47,639 193,315 362,389 574,594 550,684 |
Lake Marion - Burnsville 63,588 62,836 56,243 55,161 55,409 53,656
Lawrence to Falls Capacity Enhancement 15,380 23,694 |
Line ELR-NSPM  Newd  proposec Blankel 18,145 33,507 36,078
Maple Lake - Annandale 929 5,152 13,932 15,066 15,091 14,577
Maple River 115kV MPC Interconnection 1,349 12,061 13,359
Glencoe - Waconia 154,015 150,886 142,169 139,729 138,288 133,875
Hollydale Dist. 115 kv — (NCOMreet cost in clusion Hor 2oL 10514 54,164 82,988
Bluff Creek - Westgate 8,831 51,700 103,786 119,090 118,854 114,418
Scott Cty 345 kV Expansion 10,604 108,362 131,763 129,549 130,072 125,921
Wilson Substation Conversion - - - 2,146 46,194
Kohiman Lake-Goose Lake 2nd ckt 57,539 125,412 117,289 115,239 113,838 110,282
Prairie Sub Expansion 3,252 29,836 75,428 81,995 81,682 78,436
S&E - NSP Line ’B\ 0.)(\‘(9/‘\' QF‘O\\CO’V 81,552 164,549 175,955 185,542
Black Dog - Savage 54,365 55,659 49,099 48,158 48,377 46,850
Black Dog - Wilson 2,845 21,946
Chisago 2nd Transformer Addition 5,430 40,859 38,936 38,173 38,335 37,119
Dean Lake Substation 4,454 17,885 20,648 19,795
Franklin Transformer 49,106 42,999 38,394 37,705 37,924 36,775
Gleason Lake Sub - 15,109 20,863 51,869 60,670
Cass County SUB Expansion 35,368 32,952 29,528 29,022 29,213 28,281
New Prague Area 1,027 21,007 35,376 35,187 35,302 34,189
NSM0953 Galloping Mitigate SPK 35,715 34,909 35,397 34,590
NSP Reloc Blanker %ied- 17,205 45940 52,147 57,321
NSPM Major Line Rebuild 30,973 30,930 31,022 31,461
ELR - Breakers - NSPM B\a,kd— %‘e&r 2,526 2,718 3,655 10,523 18,271 23,195
ELR -Relay-NSPM T3 \Mke} ’P 8,466 7,794 7,389 26,340 70,025 77,663
ELR - Transformers - NSPM = Blanlcets Haod s consistent 23808 26,533 26,462 25,502
MPC Fossum IA 496 795 964
NSPM Major Line Refurbishment  NEW) P(‘OPDSBA B lcu\kQ{’ 140 3,730 18,537
ADIT Pro-Rate 27,297 28,365 27,776
Transmission Projects - Subtotal 5,734,943 7,626,516 8,058,144 8,498,990 9,075,948 9,125,828
PLUS: Net MISO Shared Expense / (Revenue)
MISO - 26 & 26(a) (2,076,731) (1,479,904) (1,136,883) 66,171 26,842 (797,918)
Transmission Projects - net of MISO 3,658,212 6,146,612 6,921,261 8,565,161 9,102,790 8,327,910
LESS: Test Year Base Rate Adjustments
Capital Revenue Requirements 1,282,872 1,282,872 1,282,872 1,282,872 1,282,872 1,282,872
MISO Shared Expenses 456,345 456,345 456,345 456,345 456,345 456,345
Property Taxes 61,159 61,159 61,159 61,159 61,159 61,159
TY Base Rate - Subtotal 1,800,376 1,800,376 1,800,376 1,800,376 1,800,376 1,800,376

% Revenue Requirements - Total 1,857,836 4,346,236 5,120,885 6,764,785 7,302,414 6,527,534
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Public Document

Xcel Energy

Docket No.: PU-17-365 Data Request No.  1-7
Response To: North Dakota Public Service Commission

Requestor: Sara Cardwell

Date Received:  October 16, 2017 |

Question:
If the Hollydale Dist. 115 kV and Line ELR projects have not yet been approved by

the Commission, please explain why the Company believes that the Commission
should allow recovery for years prior to 2018?

Response:
The eligibility date in the model was inadvertently set at 1/1/2017. We do not expect

recovery prior to eligibility approved by the Commission. This would reduce 2017
revenue requirements for Hollydale Dist. 115 kV by $10,514 and Line ELR by
$18,145. Please see Attachment A for an illustration of the impacts to the annual

tracker for 2017.
Title: Principal Rate Analyst

Department: ~ Revenue Requirements North
Telephone: 612-330-1974
Date: October 30, 2017

Preparer: Shari Cardille
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Northern States Power Company Case No. PU-17-365
State of North Dakota NDPSC DR 1-7
Transmission Cost Recovery Rider Attachment A
Page 1 of 1
Annual Tracker Summary
[Amounts in dollars 2016 2017
Actual Mixed
Line No:
1 Big Stone-Brookings 193,315 362,389
2 Black Dog - Savage 49,099 48,158
3 Black Dog - Wilson - -
4 BIuff Creek - Westgate 103,786 119,090
5 CAPX2020 Brookings 3,016,187 2,970,537
6 CAPX2020 - La Crosse Local 345,786 342,091
7  CAPX2020 - La Crosse MISO 612,499 706,805
8 CAPX2020 - La Crosse MISO - WI 934,974 923,099
9 CAPX2020 Fargo 1,510,287 1,478,607
10 Cass County SUB Expansion 29,528 29,022
11  Chaska - Hwy 212 Conversion 93,867 91,998
12  Chisago 2nd Transformer Addition 38,936 38,173
13  Dean Lake Substation 4,454 17,885
14  ELR - Breakers - NSPM 3,655 10,523
15 ELR-Relay - NSPM 7,389 26,340
16  ELR - Transformers - NSPM 23,898 26,533
17  Franklin Transformer 38,394 37,705
18 Gleason Lake Sub 15,109 20,863
19 Glencoe - Waconia 142,169 139,729
20 Hollydale Dist. 115kV - -
21  Kohlman Lake-Goose Lake 2nd ckt 117,289 115,239
22 Lake Marion Burnsville 56,243 55,161
23 Lawrence to Falls Capacity Enhancement - -
24  Line ELR - NSPM = s
25 Maple Lake - Annandale 13,932 15,066
26  Maple River 115kV MPC Interconnection - 1,349
27  Maple River Red River 1,969 9,475
28 Minn Valley 98,483 96,496
29  Minot Load Serving 5,450 27,253
30 MISO RECB Sch.26/26a (1,136,883) 66,171
31 MPC Fossum IA - 496
32 New Prague Area 35,376 35,187
33  NSMO0953 Galloping Mitigate SPK 35,715 34,909
34  NSPRelocB 17,205 45,940
35 NSPM Major Line Rebuild 30,973 30,930
36 NSPM Major Line Refurbishment - 140
37  Prairie Sub Expansion 75,428 81,995
38 S&E-NSPLine 81,552 164,549
39  Scott Cty 345 kV Expansion 131,763 129,549
40 Sioux Falls Northern 181,661 182,709
41  Wilson Substation Conversion - =
42  Yankee Reactor 11,773 27,044
43  ADIT Pro-Rate - 27,297
44 Transmission Projects 6,921,262 8,536,501
45 Revenue Requirement in Base Rates (1,800,376) (1,800,376)
46 TCR True-up Carryover 577,614 522,332
47 Revenue Requirement (RR) 5,698,500 7,258,458
48 Revenue Collections (RC) 5,176,168 7,216,828
49 Carry Over Balance 522,332 41,630
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Public Document

Xcel Energy

Docket No.: PU-17-365 Data Request No.  2-3
Response To: North Dakota Public Service Commission

Requestor: Sara Cardwell

Date Received:  October 30, 2017

Question:

How does the Company ensure there is no double recovery of costs between base
rates and rider recovery?

Response:
As discussed in our response to Data Request No. 2-1, double recovery of any

transmission revenue requirements is avoided by reducing the costs to be recovered
through each annual TCR Rider by the fixed amount already included in the 2013
Test Year and thus base rates from Case No. PU-12-813. This reduction can be seen
on line 45 of Attachments 5-7 in the current filing where we offset the total 2018
TCR revenue requirements by $1,800,376 (or $150,031 per month) to recognize the
revenue requirements of TCR projects that were included in the 2013 Test Year and,
thus, avoid double-recovery.

Also as disclosed in our response to 2-1, in a full audit of all TCR projects by work
order we did find 1 additional project that was in fact included in our 2013 Test Year
but also added to our 2016 TCR Rider recovery. We believe this oversight came
about when the blanket project, Storm and Emergency — NSP Line was not selected
initially for TCR recovery in the first TCR filing for 2014/15, but was later added as a
2016 TCR project. At the time, we did not acknowledge the possibility that the
project might have been forecasted as patt of the 2013 Test Year.

See Attachment A to this response for the detail of the adjusting revenue requirement
calculation. The Storm and Emergency — NSP Line blanket had $11,000 in base rates and
therefore should have an $11,000 offset to 2016 through 2018 TCR revenue
requirements.

Please see Attachment B to this response for updated Attachments 5-7 that reflect the
impacts of this correction.




Attach ment C
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Given the period of time that has elapsed, we do not foresee that any projects added
to the TCR in 2018 or beyond could have also been included in the 2013 Test Year
from Case No. PU-12-813, especially when one considers that our capital forecasts do
not typically extend more than 5 years. That said, we intend to continue to check any
new projects being added to the TCR in the future to ensure they were not reflected
in the 2013 Test Year forecast.

Preparer: Shari Cardille

Title: Principal Rate Analyst
Department: ~ Revenue Requitements North
Telephone: 612-330-1974

Date: November 16, 2017
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48
49
50
51
52

Northern States Power Company
Electric Utility - State of North Dakota
ND TCR Projects - Base rate removal
Annual Revenue Requirement

2013 Test Year

(000's)

Rate Analysis

Average Balances:

Plant Investment

Depreciation Reserve

CWIP

Remove CWIP

Accumulated Deferred Taxes

Average Rate Base = line 2 - line 3 + line 4 + line 5- line 6

Revenues:
Interchange Agreement offset = -line 42 x line 51 x line 52

Expenses:
Book Depreciation
Annual Deferred Tax
ITC Fiow Thru
Property Taxes
subtotal expense = lines 13 thru 16

Tax Preference Items:

Tax Depreciation & Removal Expense
Tax Credits ( enter as negative)
Avoided Tax Interest

AFUDC
Remove AFUDC

Retumns:
Debt Return = line 7 x (line 44 + line 45)
Equity Return = line 7 x (line 46 + line 47)

Tax Calcuiations:
Equity Return = line 29
Taxable Expenses = lines 13 thru 15
plus Tax Additions = line 22
less Tax Deductions = (line 20 + line 24+ line 25)
subtotal
Tax gross-up factor = t/ (1-t) from line 50
Current Income Tax Requirement = line 36 x line 37
Tax Credit Revenue Requirement = line 21 x line 37 + line 21
Total Current Tax Revenue Requirement = line 38+ line 39

Ad-achwvendt C
Doge, 2 oF (b

Case No. PU-17-365
Data Request No. NDPSC-2-3
Aftachment A - Page 1 of 1

| S&E - NSP Line |

| Totai Company | | ND Jurisdiction |

Total Capital Revenue Requirements

= line 17 + line 28 + line 29 + line 40 - line 24 - line 25+ line 10

Capital Structure

Long Term Debt

Short Term Debt
Preferred Stock
Common Equity
Required Rate of Return
PT Rate

Tax Rate (ND)

ND JUR Demand

IA Demand

2013 2013

1,991 120
(237) (14)
80 5
(80) ®)
741 45
1,487 90
[vi]
42 3
149 9
191 "
396 24
2 0
4 0
[CH] ©
35 2

76
76 5
191 11
2 0
(396) (24)
(127) ®)
0.622007 0.622007
(79) 5)
(79) )
223 1

Weighted Weighted
Cost Cost

2.3100% 2.3100%
0.0200% 0.0200%
0.0000% 0.0000%
5.1200% 5.1200%
7.4500% 7.4500%
1.8590% 1.8590%
38.3480% 38.3480%
6.0227% 6.0227%

84.8812% 84.8812%
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