STATE OF MINNESOTA

OFFICE OF THE ATTORNEY GENERAL

SUITE 1400
445 MINNESOTA STREET
LORI SWANSON ST. PAUL, MN 55101-2131
ATTORNEY GENERAL TELEPHONE: (651) 296-7575

November 20, 2015

Mzt. Daniel Wolf

Minnesota Public Utilities Commission
350 Metro Square Building

121 7" Place East

St. Paul, MN 55101-2147

Re: In the Matter of the Application of Northern States Power Company, d/b/a Xcel
Energy, for Authority to Increase Rates for Electric Service in the State of

Minnesota
Docket No. E-002/GR-15-826

Dear Mr. Wolf:

The Office of Attorney General — Residential Utilities and Antitrust Division (“OAG”)
submits the following response to Xcel’s comments of November 17, 2015. The OAG
recognizes that the Commission did not request a response to comments filed on November 17.
These brief comments are necessary, however, to address Xcel’s new position—or at least the
position it stated for the first time—that its 2017 and 2018 “plan years should be treated as “test
years” so that the company may receive an interim rate increase in 2017." Xcel’s claim that its
2017 and 2018 plan years are, in fact, test years relies on a misreading of Commission rules. In
addition, Xcel’s claim that that OAG’s reading of the amended MYRP Statute renders its
language meaningless is misplaced because it ignores the language of the Commission’s
previous MYRP Order.

First, Xcel’s claim that its 2017 plan year is consistent with the Commission’s definition
of “test year” is wrong. The Commission has defined a test year as “the 12- month period
selected by the utility for the purpose of expressing its need for a change in rates.” % Xcel argues
that, since its 2017 plan year expresses a requested change in rates from its proposed 2016 test

' Xcel consistently referred to 2017 as a “plan year,” and did not refer to 2017 as a “test year” in
its filing. This important change requires comment.

2 Minn. R. 7825.3100. In its November 17, 2015 response, Xcel referred to an incorrect
definition of “test year” provided in Minn. R. 7825.2400, which applies to the Commission’s
rules related to Automatic Adjustment of Charges, rather than Rate Changes. See Xcel’s
Response at 3, n.10.
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year, 2017 also constitutes a test year. Nothing in the Commission’s rules, however, suggests
that a utility’s “change in rates” included in the definition of “test year,” can refer to a change
from the company’s proposed rates in one year to proposed rates in a subsequent year. Rather,
the Commission’s rules consistently refer to a “change in rates” as a proposed change from the
utility’s Commission-approved rates at the time a rate case is filed. For example, Minnesota
Rule 7825.3200 requires that “[a] utility filing for a change in rates shall serve notice to the
commission at least 90 days prior to the proposed effective date of the modified rates.” Other
Commission rules also refer to a “change in rates” as a change from a utility’s existing,
Commission approved rates.* The definition of a “test year,” therefore, refers to the 12-month
period used to evaluate a need of a change from the utility’s Commission-approved rates. For
this reason, Xcel’s current claim that it can have three test years in a single rate case is incorrect.

Second, Xcel’s argument that the OAG “fails to read the MYRP Statute and the Interim
Rate Statute together, giving both meaning” is misplaced because it fails to consider the
Commission’s previous MYRP Order. Specifically, Xcel argues that, since “[t]he Interim Rate
Statute alone would allow for interim rates to continue at the test year level during the second
year of the MYRP,” the MYRP Statute cannot be read to authorize interim rates in the same
manner. Xcel ignores, however, that the Commission’s MYRP Order considered that interim
rates during an MYRP may not be based on a utility’s test year, stating that “[i]t is presumed that
interim rates will be calculated based upon the rate case test year unless it is demonstrated to be
reasonable to do otherwise.” It makes perfect sense, therefore, that the subsequent amendment
to the MYRP Statute clarified that interim rates would be set in the same manner as they are set
in the Interim Rate Statute—with reference to the test year. In fact, it is Xcel’s contrary claim

3 (Emphasis added.)

* See Minn. R. 7825.3200 (“A utility filing for a change in rates shall serve notice to the
commission at least 90 days prior to the proposed effective date of the modified rates.”)
(emphasis added); Minn. R. 7825.3300 (“In the event that a hearing is ordered by the
commission as a result of a change in rates and proposed rates are suspended . . .””) (emphasis
added); Minn. R. 7825.3500 (“The utility's proposal for a change in rates shall summarize the
notice of change in rates and shall include the following information . . .”) (emphasis added);
Minn. R. 7825.3800 (“The following information shall be supplied as a part of the utility's notice
of a change in rates.”) (emphasis added); Minn. R. 7825.4500 (“Upon review of a utility's notice
of a change in rates or subsequent thereto, the commission may request a utility to provide
additional information to supplement the information prescribed by parts 7825.3800 to
7825.4400 within a reasonable time as determined by the commission.”) (emphasis added.)

5 Order Establishing Terms, Conditions, and Procedures for Multiyear Rate Plans, In re the
Minnesota Office of Attorney General — Antitrust and Ulilities Division’s Petition for a
Commission Investigation Regarding Criteria and Standards for Multiyear Rate Plans under
Minn. Stat. § 216B, subd. 19, Dkt. No. E,G999/M-12-587, at Order Point 5 (June 17, 2013)
(emphasis added). Notably, the Commission’s reference to the “test year” in the MYRP Order
supports the conclusion that Xcel has only one test year in a rate case.
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that the amendment to the MYRP Statute simply “made explicit” the authority that the
Commission had already claimed, which renders the amendment meaningless.’®

For the reasons set forth above and in the OAG’s November 12, 2015 comments, Xcel is
not entitled to an interim rate increase in 2017. Xcel’s request for such an increase should be
denied.

Si ly, >

incerely y

F A
IAN DOBSON

Assistant Attorney General

(651) 757-1432 (Voice)
(651) 296-9663 (Fax)

6 See Xcel’s Response at 3. Of course, the amendment to the MYRP Statute does not change the
Commission’s authority to deviate from the interim rate formula if it determines that “exigent
circumstances exist.” Minn. Stat. § 216B.16, subd. 3(b) (2015).
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