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@ Xcel Energy- 414 Nicalt Ml

Minneapolis, Minnesota 55401

March 15, 2021
Via E-Tariff

The Honorable Kimberly D. Bose
Secretary

Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, DC 20426

RE:  Northern States Power Company, a Minnesota corporation and
Northern States Power Company, a Wisconsin corporation
Docket No. ER21-  -000
Interchange Agreement — Annual Update
Revised Tariff Pages Effective January 1, 2021

Dear Ms. Bose:

Pursuant to Federal Power Act Section 205, 16 U.S.C. § 824d, and Section 35.13 of the
Rules and Regulations of the Federal Energy Regulatory Commission (“Commission” or
“FERC”), 18 C.F.R. § 35.13 (2020), Northern States Power Company, a Minnesota corporation
(“NSPM”) and Northern States Power Company, a Wisconsin corporation (“NSPW”) (jointly the
“NSP Companies”), submit revisions to the “Restated Agreement to Coordinate Planning and
Operations and Interchange Power and Energy between Northern States Power Company
(Minnesota) and Northern States Power Company (Wisconsin)” (hereafter “Interchange
Agreement” or “Agreement”). The revisions to the Interchange Agreement are submitted in
accordance with Order No. 714! and the Commission’s eTariff filing requirements.

Although the NSP Companies are filing revisions to all of the Exhibits to the Interchange
Agreement to comply with the Commission’s eTariff processes (since the Interchange
Agreement has not been filed in section format), only the following Interchange Agreement
exhibits are being restated or revised:

Exhibit I
Exhibit IT
Exhibit I1I
Exhibit IV
Exhibit VII
Exhibit VIII
Exhibit IX

! Electronic Tariff Filings, Order No. 714, 124 FERC 4 61,270 (2008); order on clarification, Order No.
714-A, 147 FERC 61,115 (2014).



Docket No. EL22-_
ER21-1401 Interchange Agreement 031521 (NSP)
Page 2 of 169

Ms. Kimberly Bose
March 15, 2021
Page 2 of 11

Pursuant to Section 14.2 of the Interchange Agreement, Exhibits VII, VIII, and IX are not
subject to automatic adjustment and may only be changed by a Section 205 filing. In addition to
required annual updates to Exhibits VII, VIII, and IX, the NSP Companies also propose
modifications to Exhibits I, II, III, and I'V to reflect new transmission loss multipliers based on a
2020 system loss study.

Marked versions of the complete Exhibit tariff pages showing the proposed revisions to
the Interchange Agreement are included with this filing as an attachment in the XML package.
The NSP Companies propose the revised tariff sheets be effective January 1, 2021, and
respectfully request any waiver necessary for the tariff sheets to be effective on the date
requested, so the NSP System cost allocations may be in effect for the full 2021 fiscal year.

A. Background

NSPM is an investor-owned Minnesota corporation engaged in, inter alia, the business of
generating, transmitting, distributing, and selling electric power and energy and related services
in the States of Minnesota, North Dakota, and South Dakota. NSPW is an investor-owned
Wisconsin corporation engaged in, inter alia, the business of generating, transmitting,
distributing, and selling electric power and energy and related services in the States of Wisconsin
and Michigan. The NSP Companies are both wholly-owned utility operating company
subsidiaries of Xcel Energy Inc. (“Xcel Energy”). The NSP Companies are transmission-owning
members of the Midcontinent Independent System Operator, Inc. (“MISO”), and are market
participants and use transmission services pursuant to the MISO Open Access Transmission,
Energy and Operating Reserve Markets Tariff (“MISO Tariff”’) on file with and accepted by the
Commission. Xcel Energy Services Inc. (“XES”) is the centralized service company for the Xcel
Energy holding company system and represents the Xcel Energy Operating Companies in
proceedings before the Commission.>

The Interchange Agreement is a formula rate which provides for coordinated planning of
the generation and transmission resources of the NSP Companies and the resulting charges
between NSPM and NSPW for certain electric production and transmission costs related to the
NSP Companies’ integrated electric system (the “NSP System”). Pursuant to the terms of the
Agreement, the NSP Companies annually restate or update certain exhibits to the Interchange
Agreement.’ The 2020 annual filing, which updated Exhibits VII, VIII and IX and made certain

2 The other Xcel Energy Operating Companies are Public Service Company of Colorado and Southwestern

Public Service Company.

3 See Article XIV of the Interchange Agreement. In the 2001 annual filing, the NSP Companies restated the
Interchange Agreement in its entirety effective January 1, 2001. The 2011 annual update, filed in Docket Nos.
ER11-3234-000 and ER11-3235-000, submitted the Interchange Agreement in eTariff format. The Interchange
Agreement was restated in eTariff format in Docket No. ER16-1429-000 to reflect implementation of new eTariff
software by XES and the Xcel Energy Operating Companies. See Northern States Power Company, a Minnesota
corporation, Docket No. ER16-1415-000 et al., delegated letter order (June 2, 2016).
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other Exhibit revisions, was accepted effective January 1, 2020, by letter order dated May 5,
2020 in Docket No. ER20-1249-000.*

Neither of the NSP Companies serve any wholesale requirements production customers
under rate schedules subject to Commission jurisdiction; rather, the NSP Companies serve only
retail native load customers. As such, the Interchange Agreement solely affects the allocation of
system costs between two affiliated and fully rate-regulated electric utilities for recovery in the
retail rates of the NSP Companies.

B. Statement of Basis for Revised Tariff Sheets

As noted, the annual filing of revised Exhibits VII, VIII and IX is required by Article
X1V of the Interchange Agreement which states:

14.2 Features Not Automatically Adjusting. It is the intent of the Parties that the
values and data specified in Exhibits VII, VIII, IX and X shall not be subject to
automatic adjustment and may be changed only by filing revised sheets as a rate
change under the Federal Power Act. The Parties contemplate that a revised
Exhibit VIII will be filed annually at the end of each calendar year to specify the
projected average monthly peak demands for the succeeding calendar year, but
that if the projected demands are not available before commencement of the
calendar year to which they apply, they may be filed as soon in that calendar year
as feasible, with a request, in which all Parties shall concur, that they be made
effective as of the first day of the calendar year.

Section C of this transmittal letter (below) discusses the proposed revisions to the
Interchange Agreement tariff pages in more detail. Also attached as parts of this filing are
appendices providing various supporting schedules and information.

C. Proposed Revised Tariff Sheets Effective January 1, 2021

1. Exhibits L. II, IIT and IV — Updated Transmission Loss Multipliers

In Docket No. ER19-1340-000, the NSP Companies filed an electrical loss analysis
which updated the demand and energy transmission loss ratios (“transmission loss multipliers™)
used in the Interchange Agreement for allocation of demand and energy between the NSP
Companies.’ As discussed in the Affidavit of Mr. Mark J. Wehlage filed with the 2018 annual
update to the Interchange Agreement in Docket No. ER18-1117-000, the NSP Companies

4 See Northern States Power Company, a Minnesota corporation, Docket No. ER20-1249-000, delegated

letter order (May 5, 2020).

5 See Northern States Power Company (Minnesota), Interchange Agreement — Annual Update, Docket No.

ER19-1340-000, Transmittal Letter at 4 and App. B (Mar. 15, 2019).
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anticipated updating the loss ratios periodically.® At this time, the NSP Companies propose to
revise the loss factors effective January 1, 2021 using the same methodology described in Docket
No. ER19-1340-000. The current and proposed transmission loss factors are as follows:

Current Proposed
Loss Ratios NSPM NSPW NSPM NSPW
Demand 3.3% 5.5% 3.7% 4.8%
Energy 3.4% 5.2% 3.6% 4.9%

The demand and energy Transmission Loss Multipliers stated in the Interchange
Agreement Exhibits are calculated by subtracting 1 minus the applicable loss ratio. For example,
the new NSPW demand loss multiplier equals 1.0 minus 0.048, or 0.952. The current and
revised Transmission Loss Multipliers are:

Current Proposed
Loss Multipliers NSPM NSPW NSPM NSPW
Demand 0.967 0.945 0.963 0.952
Energy 0.966 0.948 0.964 0.951

The loss ratios were developed using four years (2016 — 2019) of actual information
collected from the NSP System energy management system and state estimator system. The
proposed transmission loss ratios affect only the allocation of NSP System demand and energy
costs between the NSP Companies, and do not affect the loss ratios applied by MISO for
transmission services under the MISO Tariff. The impact of the proposed transmission loss
multipliers is shown in Appendix A and discussed further in Section C2 below. Appendix B is a
copy of the updated loss study in support of the proposed transmission loss ratio and
transmission loss multipliers.

2. Exhibit VIII — Specification of Average Monthly Peak Demands

Exhibit VIII sets forth the specification of average monthly coincident peak demands for
calendar year 2021 for each of the NSP Companies. These coincident peak demands were
determined using the same methodology as the previous Exhibit VIII accepted in Docket No.
ER20-1249-000 and prior annual updates. Coincident peak demands are based upon three years
of data consisting of 18 months of actual and 18 months of projected peak demands.

Enclosed with this filing as Appendix A, Page 1 is the calculation of the 2021 36-month
coincident peak demand ratios for each of the NSP Companies using the proposed loss
multipliers. These demand ratios are based on the average monthly coincident peak demands for
calendar years 2019 — 2021 as set forth in Exhibit VIII. Appendix A, Page 2, is a statement of

6 See Northern States Power Company (Minnesota), Interchange Agreement — Annual Update, Docket No.

ER18-1117-000, Exhibit NSP-001 (Mar. 15, 2018).
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the financial impacts of these coincident peak demands on each of the NSP Companies, using the
proposed loss multipliers. The table on the bottom of Appendix A, Page 2 quantifies the impact
on the demand cost allocation of the proposed transmission loss multipliers compared to the
current loss multipliers. While Appendix A provides support of certain calculations in the
Interchange Agreement, it is not part of the Interchange Agreement and thus does not need to be
filed in e-Tariff format.

3. Exhibit IX — Specification of Composite Depreciation Rates

Exhibit IX sets forth a specification of the composite depreciation rates currently
approved for the NSP Companies by their respective state regulatory agencies. The
modifications reflect, inter alia, changes in service lives, net salvage rates and mortality curves
approved by the state regulatory bodies which have jurisdiction over NSPM and NSPW.” The
Minnesota Public Utilities Commission (“MPUC”), the North Dakota Public Service
Commission (“NDPSC”) and the South Dakota Public Utilities Commission (“SDPUC)
approved NSPM’s currently effective depreciation rates in the following dockets:

e MPUC Docket No. E,G002/D-19-161, 2019 Annual Review of Remaining Lives, order
dated October 22, 2019; MPUC Docket No. E002/GR-15-826, Application for Authority
to Increase Electric Rates in Minnesota, order dated June 12, 2017; MPUC Docket No.
E002/M-19-688, Petition for Approval of True-up Mechanisms, order dated March 13,
2020%; MPUC Docket No. E002/M-20-746, Petition for Approval of 2021 True-up
Mechanisms’; MPUC Docket No. E,G002/D-17-581, Electric and Gas Five Year
Transmission, Distribution and General Depreciation Study, order dated May 4, 2018;
MPUC Docket No. E,G002/D-19-490, Annual Update of Remaining Lives and
Depreciation Rates for Transmission, Distribution and General Accounts, order dated
December 13, 2019; and MPUC Docket No. E002/M-17-828, 2019-2021 Triennial

7 The annual composite depreciation rates for production are calculated based on forecasted depreciation

expense accruals and average plant balances. The forecasted depreciation expense is calculated based on approved
remaining life depreciation lives and rates certified by the respective state Commissions for NSPM and NSPW.
Rates for transmission, distribution, and general functions are the approved rates for each plant account. NSPM’s
rates are a blended calculation of the approved rates in Minnesota, North Dakota, and South Dakota. NSPW’s
approved rates are the same for both the Wisconsin and Michigan jurisdictions. Even though individual depreciation
lives may not have changed from the previous year, the depreciation rates in Exhibit IX are composite rates and a
change in plant balances can cause a change in the rate by FERC Account.

8 As of the date of the prior year filing, a verbal order had been issued but the written order had not been

issued. The written order is included as Appendix D in this Interchange Agreement filing.

o The MPUC issued their verbal order in this docket on December 17, 2020. As of the date of this filing, the
written order had not been issued. The written order will be included as an appendix in the next Interchange
Agreement filing.
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Nuclear Plant Decommissioning Accrual proceeding, first order dated January 7, 2019
and subsequent compliance order dated March 12, 2020'°;

e NDPSC Case No. PU-12-813, Application for Authority to Increase Rates for Electric
Service in North Dakota, order dated February 26, 2014; and

e SDPUC Docket No. EL14-058, Application for Authority to Increase Electric Rates in
South Dakota, settlement stipulation dated June 1, 2015, affirmed by the order dated June
16, 2015.

The Public Service Commission of Wisconsin (“PSCW”) and the Michigan Public
Service Commission (“MPSC”) approved NSPW’s currently effective depreciation rates in the
following dockets:

e PSCW Docket No. 4220-DU-110, Annual Review of Remaining Lives, order dated July
10, 2017; PSCW Docket No. 4220-DU-108, Proposed Remaining Lives for Test Year
2014, order dated October 2, 2013; and PSCW Docket No. 4220-UR-123, Application for
Authority to Increase Electric Rates in Wisconsin, order dated December 21, 2017; and

e MPSC Docket No. U-17575, Application for Recognition of Revised Depreciation Rates,
order dated May 2, 2014; and MPSC Docket No. U-18446, Application for Recognition
of Revised Depreciation rates, order dated November 21, 2017.

As detailed in Section G below, the new, relevant NSP Company initial filings and state
commission orders establishing revised depreciation rates are attached as Appendices D through
E. For dockets which have been heard but the written order has not yet been issued, these will be
included in the next Interchange Agreement filing. Prior state depreciation petitions and orders
were submitted to the Commission in Docket Nos. ER14-1325-000, ER15-1575-000, ER16-
1206-000, ER18-1117-000, ER19-1340-000, and ER20-1249-000. The NSP Companies
respectfully request that the Commission waive any requirement to refile the state regulatory
depreciation orders previously filed with the Commission and available in eLibrary or eTariff.

Appendix A, Page 3 provides a statement of the impacts of the changes to depreciation
rates on each of the NSP Companies.

4. Exhibit VII — Specification of Rate of Return on Common Equity

Exhibit VII sets forth a specification of the rate of return on common equity to determine
the overall cost of capital. The NSP Companies are restating the existing Exhibit VII because
the Commission has ceased to issue a quarterly adjusted generic rate of return on common
equity. The NSP Companies only bear the burden of justifying an increase or decrease in the

10 As of the date of the prior year filing, a verbal order had been issued on the compliance filing in this docket

but the written order had not been issued. The subsequent written compliance order is included as Appendix E in
this Interchange Agreement filing.
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rate of return on common equity. Here, the NSP Companies are proposing no change to the rate
of return on common equity for 2021 from the level accepted in Docket No. ER20-1249-000, so
a statement of impact on each of the NSP Companies is not required.

D. Additional Information

The Commission in February 2018 approved an application in Docket No. EC17-166-000
under which Benson Power, LLC (“Benson Power”) would sell and NSPM would acquire a 62.3
MW (nameplate) biomass-fired electric generation plant, terminate a multi-year Power Purchase
Agreement between NSPM and Benson Power, and then shut down and dismantle the Benson
Power Facility and remediate the plant site (all collectively the “Benson Transaction”).!! On
June 14, 2018, as supplemented on July 2, 2018, the NSP Companies filed modifications to
certain exhibits in the Interchange Agreement to allow NSPM to allocate to NSPW and recover a
share of the costs incurred by NSPM for the Benson Transaction. These modifications were
accepted effective June 29, 2018, by letter order dated August 10, 2018 in Docket No. ER18-
1786-000.'2

As discussed in the Direct Testimony of Ms. Karen L. Everson, Exhibit No. NSP-001
(“Everson Testimony”’) in Docket No. ER18-1786-000, the NSP Companies proposed to include
in the annual Interchange Agreement filing an appendix setting forth the annual Benson Power
revenue requirement based on current project cost estimates.!*> As shown in Appendix C-1, the
NSP Companies estimate that NSPM will bill NSPW approximately $2.2 million in revenue
requirements in 2021, reflecting amortization expense of approximately $1.5 million and a cost
of capital of 6.7407 percent.

Consistent with the Direct Testimony of Ms. Anne E. Heuer, Exhibit No. NSP-001
(“Heuer Testimony”) in Docket No. ER15-698-000, the NSP Companies proposed to include in
the annual Interchange Agreement filing an appendix calculating the current year annual revenue
associated with the terminated Prairie Island Extended Power Uprate (“PI EPU”) project.!* As
shown in Appendix C-2, the NSP Companies estimate that NSPM will bill NSPW approximately
$0.6 million in revenue requirements in 2021.

Finally, in Docket No. ER20-1249-000 the NSP Companies filed modifications to certain
exhibits in the Interchange Agreement to share plant acquisition adjustments between the two

i Northern States Power Company, a Minnesota corporation et al., 162 FERC 4 61,162 (2018).

12 See Northern States Power Co. (Minnesota), Northern States Power Co. (Wisconsin), Docket No. ER18-
1786-000, delegated Letter Order (Aug. 10, 2018).

13 See Northern States Power Co. (Minnesota), Northern States Power Co. (Wisconsin), Interchange

Agreement - Recovery of Benson Power Plant Termination Costs, Docket No. ER18-1786-000, Everson Testimony
at 21 (June 14, 2018).

14 See Heuer Testimony at 19. See Northern States Power Co. (Minnesota), Northern States Power Co.

(Wisconsin), Docket No. ER15-698-000, delegated Letter Order (Nov. 19, 2015).
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companies that are related to the production function. In that filing the NSP Companies proposed
to include in the annual Interchange Agreement filing an appendix setting forth the acquisition
adjustments that will be included in the formula. As shown in Appendix C-3, the NSP
Companies anticipate inclusion of acquisition adjustments for three wind facilities in the billings
from NSPM to NSPW in 2021.

E. E-Tariff Compliance

NSPM is submitting the proposed tariff changes on behalf of the NSP Companies. As
described in further detail in Docket Nos. ER11-3234-000 and ER11-3235-000, the NSP
Companies selected NSPM as the party to submit the annual updates to the Interchange
Agreement. NSPW’s Certificate of Concurrence was filed in Docket No. ER11-3235-000.

F. Request for Acceptance for Filing, Requests for Waiver

The NSP Companies request the Commission accept the revised tariff sheets for filing
effective January 1, 2021. The NSP Companies request a waiver of the Commission’s notice
requirements pursuant to 18 C.F.R. § 35.11, if necessary, as well as any other waivers which
may be necessary for the revised tariff sheets to be accepted for filing effective on the date
requested. '

In Central Hudson Gas & Electric Corporation,'® the Commission stated that it would
generally grant waivers of the 60-day prior notice requirement for uncontested filings that do not
change rates. Based upon the above, a waiver is appropriate for this filing for the following
reasons:

(1) The Interchange Agreement is a longstanding formula rate that only affects the allocation
of system costs between two affiliated and fully rate-regulated electric utilities. In
addition, neither of the NSP Companies serves any wholesale requirements customers
whose rates would be affected by the changes proposed herein; and

(2) The Commission has regularly accepted the annual revisions to the Interchange
Agreement effective January 1 of the filing year even though the revisions were not filed
until sometime after January 1.

The NSP Companies also request that the Commission waive any requirement to refile
depreciation supporting data, specifically state regulatory filings and orders affecting
depreciation rates that have been previously filed with the Commission and are available in

15 See Prior Notice and Filing Requirements under Part Il of the Federal Power Act, Docket No PL93-2-002,
which states that a waiver of the 60 day notice period will be granted for certain amendments to pre-existing rate
schedules.

16 60 FERC § 61,106 (1992), reh'g denied 61 FERCY 61,089 (1992).
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eLibrary. Portions of this information have already been filed with the Commission in Docket
Nos. ER14-1325-000, ER15-1575-000, ER16-1206-000, ER18-1117-000, ER19-1340-000, and
ER20-1249-000. The NSP Companies respectfully request that the Commission grant the
waiver since the supporting information is available to staff and interested stakeholders through
the Commission’s eLibrary system.

G. Contents of Filing: Notice; Service

Pursuant to the Commission’s filing requirements and in compliance with the e-Tariff
Final Rule, the filing contains:

This transmittal letter;

b. The proposed revised Interchange Agreement Exhibits in clean format as an
attachment in the XML package, with a January 1, 2021 effective date;

c. The proposed revised Interchange Agreement Exhibits in marked format, showing
changes to the exhibits since they were accepted for filing in Docket No. ER20-
1249-000;

d. The following appendices:

1. Appendix A, which sets forth the proposed 2021 36-month coincident
peak demands, the financial impact of these proposed demands on each of
the NSP Companies, and a statement of impact regarding depreciation
rates on each of the NSP Companies;

il. Appendix B, a copy of the 2020 NSP System loss study supporting the
proposed transmission loss ratios and the methodology used to calculate
the proposed ratios;

1il. Appendix C-1, which sets forth the 2021 Benson Power revenue
requirement based on current project cost estimates, Appendix C-2, which
sets forth the 2021 PI EPU revenue requirement, and Appendix C-3,
which sets forth the production related acquisition adjustments based on
current plant in-service dates;

iv. Appendix D, the order issued March 13, 2020 in MPUC Docket No.
E002/M-19-688 approving the 2020 True-Up Mechanisms;

V. Appendix E, the order issued March 13, 2020 in MPUC Docket No.
E002/M-17-828 approving the nuclear decommissioning accrual amounts
and authorizing implementation delay; and

vi. Appendix F, the Service List for this filing.

A copy or electronic notice of this filing will be sent by e-mail to all State Commissions
with jurisdiction over the NSP Companies. (See Appendix F.) The NSP Companies will also
provide a courtesy copy of this filing to the Director, Division of Electric Power Regulation —
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Central. A copy of this filing will be available for public inspection at the offices of NSPM at
414 Nicollet Mall — 401—7" | Minneapolis, Minnesota; and NSPW’s office at 1414 W.
Hamilton Avenue, Eau Claire, Wisconsin.
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H. Correspondence and Communications

Please send all communications and correspondence in this docket to:

David E. Pettit Karen Everson
Assistant General Counsel Director, Utility Accounting
Xcel Energy Services Inc. Xcel Energy Services Inc.
1800 Larimer Street, Suite 1400 1414 W. Hamilton Avenue, P.O. Box 8
Denver, CO 80202 Eau Claire, WI 54702-0008
303-294-2599 715-737-2417
david.e.pettit@xcelenergy.com karen.l.everson@xcelenergy.com
For NSP-Minnesota: For NSP-Wisconsin:
Benjamin Halama Julie A. McRea
Manager, Revenue Analysis Manager, Rate Cases
Xcel Energy Services Inc. NSP-Wisconsin
414 Nicollet Mall — 401 7" Floor 1414 W. Hamilton Avenue, P.O. Box 8
Minneapolis, MN 55401 Eau Claire, WI 54702-0008
612-330-5703 715-737-2418
benjamin.halama@xcelenergy.com julie.a.mcrea@xcelenergy.com

I. Conclusion

The NSP Companies thus respectfully request the Commission accept the revised tariff
sheets to the Interchange Agreement for filing effective January 1, 2021. Please direct any
questions regarding this filing to the undersigned (715-737-2417) or Mr. David E. Pettit (303-
294-2599).

Sincerely,

s/ Karen L. Everson

Karen L. Everson

Director, Utility Accounting

Xcel Energy Services Inc., on behalf of

Northern States Power Company, a Minnesota corporation and
Northern States Power Company, a Wisconsin corporation

Enclosures
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Year/Month

January 2019

February
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September

October

November

December 2019
Total 2019

January 2020

February

March

April

May

June

July

August

September

October

November

December 2020
Total 2020

January 2021

February

March

April

May

June

July

August

September

October

November

December 2021
Total 2021
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Specification of Average Monthly Coincidental Peak Demands
2021 Calendar Year

Minnesota Company

Peak Demand
MW
5,523
5,138
5,133
4,679
5,167
6,388
7,469
6,539
6,619
4,535
5,026
5,196
67,413

5,093
4,996
4,593
4,244
5,120
6,925
6,687
6,648
5,992
4,339
4,418
4,845
63,900

4,867
4,701
4,543
4,151
5,222
6,810
6,812
6,771
6,126
4,469
4,554
4,982
64,008

195,320

Transmission
Loss Multiplier
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963

0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963

0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963
0.963

0.963

2021 CP Ratio

Distribution
Level Demand
MW
5,319
4,948
4,943
4,506
4,976
6,152
7,193
6,297
6,374
4,368
4,840
5,004
64,919

4,904
4,811

4,423

4,087
4,930
6,669
6,440
6,402
5,770
4,179
4,254
4,666
61,535

4,687
4,527
4,375
3,997
5,029
6,558
6,560
6,520
5,899
4,304
4,386
4,798
61,639

188,093

0.836644
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Wisconsin Company

Peak Demand
MW
1,156
1,082
1,097

936
989
1,065
1,305
1,209
1,093
938
1,064
1,097
13,032

1,077
1,094
949
852
986
1,191
1,237
1,276
1,093
900
950
1,061
12,666

1,057
1,017
962
875
1,015
1,254
1,263
1,305
1,121
931
983
1,095
12,879

38,577

Transmission
Loss Multiplier
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952

0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952

0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952
0.952

0.952

2021 CP Ratio

Distribution
Level Demand
MW
1,101
1,030
1,045
892
941
1,014
1,242
1,151
1,040
893
1,013
1,045
12,407

1,025
1,042
904
811
939
1,134
1,178
1,215
1,040
857
905
1,010
12,058

1,006
968
916
833
966

1,194

1,203

1,242

1,068
886
936

1,042

12,261

36,725

0.163356
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Northern States Power Companies Appendix A
Interchange Agreement Page 2
Comparison of Costs - Present and Proposed Rate Schedules
Allocation of 2021 Estimated Demand Costs, at Authorized, and Proposed Peaks
IMPACT OF CHANGE IN ANNUAL DEMAND ALLOCATORS
| 2021 Estimated Demand Costs |
NSP-M NSP-W System
Production Demand Costs Demand Costs Demand Costs
Fixed Charges-Demand $940,541,581 $34,439,808 $974,981,389
Fixed O & M, Capacity Purchases, & Other 601,456,368 22,447911 623,904,279
Total $1,541,997,949 $56,887,719 $1,598,885,668
Transmission
Fixed Charges $345,310,177 $129,015,133 $474,325,309
Fixed Portion of O & M 47,206,590 14,548,830 61,755,420
Net Transmission Expense & Wheeling Revenues (20,433,914) n/a (20,433,914)
Total $372,082,853 $143,563,963 $515,646,816

Total Estimated Demand Costs

$200,451,681

$2,114,532,484

| Allocate 2021 System Demand Costs Using 2020 Authorized CP's

Coincident Peak Ratios (CP's)
Authorized Transmission Loss Rate
Authorized Demand Loss Multipliers
2020 Authorized CP Ratio

Net Costs using 2020 Authorized CP's - Production
Net Costs using 2020 Authorized CP's - Transmission
Total Allocated Demand Costs @ Authorized CP's

NSP-M

3.30%
0.967
0.838543

$1,340,734,385
432,392,028

NSP-W

5.50%
0.945
0.161457

$258,151,283
83,254,788

System

1.000000

$1,598,885,668
515,646,816

$341,406,071

$2,114,532,484

Allocate 2021 System Demand Costs Using 2021 Proposed CP's

Coincident Peak Ratios (CP's)
Proposed Transmission Loss Rate
Proposed Demand Loss Multipliers
2021 Proposed CP Ratio

Net Costs using 2021 Proposed CP's - Production
Net Costs using 2021 Proposed CP's - Transmission
Total Allocated Demand Costs @ Proposed CP's

3.70%
0.963
0.836644

$1,337,698,101
431,412,814

4.80%
0.952
0.163356

$261,187,567
84,234,001

1.000000

$1,598,885,668
515,646,816

$345,421,568

$2,114,532,484

Change In Cost of Service (with Proposed Loss Multipliers)

NSP-M NSP-W System
Change in Ratios (0.001899) 0.001899 (0.00000)
Change in Production ($3,036,284) $3,036,284 $0
Change in Transmission (979,213) 979,213 (0)
Total Change in Cost of Service ($4,015,497) $4,015,497 $0
| Total Change In Cost of Service
NSP-M NSP-W System
Impact of Change in CP Demands ($697,796) $697,796 $0
Impact of Change in Loss Multipliers ($3,317,701) $3,317,701 (30)
Total Impact of Change in CP Demands & Loss Multipliers ($4,015,497) $4,015,497 $0
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Northern States Power Company Appendix A
Interchange Agreement Page 3
Comparison of Costs - Present and Proposed Rate Schedules

Effect On 2021 Budget

NSP(M) NSP(W) | Present Depreciation Rates
Coincident Peaks Ratio 0.836644  0.163356
Production NSP-M NSP-W System
NSP-M to NSP-W $415,372,805 $347,519,165 $67,853,640 $415,372,805
NSP-W to NSP-M 20,607,318 17,240,989 3,366,329 20,607,318
Total Production $435,980,123 $364,760,154 $71,219,969 $435,980,123
Transmission
NSP-M to NSP-W $80,143,271 $67,051,387 $13,091,884 $80,143,271
NSP-W to NSP-M 37,131,833 31,066,125 6,065,708 37,131,833
Total Transmission $117,275,104 $98,117,512 $19,157,592 $117,275,104
Distribution
NSP-M to NSP-W $78,422 $65,611 $12,811 $78,422
NSP-W to NSP-M 3,414 2,856 558 3,414
Total Distribution $81,836 $68,467 $13,369 $81,836
General System Control
NSP-M to NSP-W $2,602,785 $2,177,604 $425,181 $2,602,785
NSP-W to NSP-M 429,021 358,938 70,083 429,021
Total General System Control $3,031,806 $2,536,542 $495,264 $3,031,806
Total $556,368,869 $465,482,675 $90,886,194 $556,368,869
| Proposed Depreciation Rates |
Production NSP-M NSP-W System
NSP-M to NSP-W $447,928,750 $374,756,901 $73,171,849 $447,928,750
NSP-W to NSP-M 22,172,806 18,550,745 3,622,061 22,172,806
Total Production $470,101,556 $393,307,646 $76,793,910 $470,101,556
Transmission
NSP-M to NSP-W $80,143,271 $67,051,387 $13,091,884 $80,143,271
NSP-W to NSP-M 37,131,833 31,066,125 6,065,708 37,131,833
Total Transmission $117,275,104 $98,117,512 $19,157,592 $117,275,104
Distribution
NSP-M to NSP-W $78,955 $66,057 $12,898 $78,955
NSP-W to NSP-M 3,414 2,856 558 3414
Total Distribution $82,369 $68,913 $13,456 $82,369
General System Control
NSP-M to NSP-W $2,602,785 $2,177,604 $425,181 $2,602,785
NSP-W to NSP-M 429,021 358,938 70,083 429,021
Total General System Control  $3,031,806 $2,536,542 $495,264 $3,031,806
Total $590,490,835 $494,030,613 $96,460,222 $590,490,835
| Change In Cost of Service |
Production NSP-M NSP-W System
NSP-M to NSP-W $32,555,945 $27,237,736 $5,318,209 $32,555,945
NSP-W to NSP-M 1,565,488 1,309,756 255,732 1,565,488
Total Production  $34,121,433 $28,547,492 $5,573,941 $34,121,433
Transmission
NSP-M to NSP-W $0 $0 $0 $0
NSP-W to NSP-M 0 0 0 0
Total Transmission $0 $0 $0 $0
Distribution
NSP-M to NSP-W $533 $446 $87 $533
NSP-W to NSP-M 0 0 0 0
Total Distribution $533 $446 $87 $533
General System Control
NSP-M to NSP-W $0 $0 $0 $0
NSP-W to NSP-M 0 0 0 0
Total General System Control $0 $0 $0 $0

Total $34,121,966 $28,547,938 $5,574,028 $34,121,966
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1.0: Scope of Study.

This study seeks to recommend revised demand and energy transmission loss
percentages for Northern States Power Company Minnesota (“NSPM”) and Northern
States Power Company Wisconsin (“NSPW?”) (collectively “NSP” or “NSP Companies”)
which are used to allocate costs in the Interchange Agreement. The losses in this study

are based upon the data that has been collected from NSP’s state estimator for years
2016 through 2019.

2.0: Methodology.

This study uses NSP hourly state estimator data to calculate both the demand and
energy losses on NSP’s transmission system. The state estimator has the ability to
provide over 8000 states of data for calculating losses, which is significantly more than
the amount possible during an offline study. The demand losses are defined as the
losses that occur on NSP’s transmission system during the monthly peak hourly load,
whereas energy losses are defined as the summation of all hourly losses in a given
month. This analysis was performed for each month in the years 2016 through 2019 for
which data has been collected. To calculate the required percentages, these losses will
then be divided by NSP’s local balancing authority (LBA) load. In the case of demand
losses, the load will be the peak hour load while the energy loss will be the summation
of MW-Hr loads in the given month. Not all the loads in NSP’s LBA are NSP’s native
load. Loads from Great River Energy (GRE) and Dairyland Power Cooperative (DPC)
are within NSP’s LBA. Great River Energy is an electric cooperative based in
Minnesota while Dairyland Power Cooperative is an electric cooperative based in
Wisconsin. These loads also create losses on the transmission system and need to be
added to NSP’s load to obtain the correct loss percentages. These loads will be added
to the respective company divisors; GRE to NSPM and DPC to NSPW.

3.0: Description of Losses.

Losses are the portion of energy lost on the transmission system in the form of heat.
There are several contributing factors to losses on the transmission system due to
various factors listed below:

e NSP Local Balancing Authority electrical demand

e Generation Dispatch — the location and hours a generator operates will influence
transmission losses

¢ Line outages — a planned or unexpected outage of a line can change the loading
on the remaining system
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¢ New facilities — new lines, substations, and generation can change the loading on
the transmission and distribution system

e Power factor — power factor influences the current on the line, and therefore, the
losses

e Temperature — the resistance of a conductor increases as the temperature
increases. The conductor temperature is influenced by the combined effect of
the ambient air temperature and wind velocity as well as the heat generated due
to current flow in the conductor

4.0: Description of Local Balancing Authority.

A Balancing Authority Area, formerly known as a Control Area, is defined as all
generators, loads, and transmission that are within a metered boundary. The Balancing
Authority (BA) is the entity responsible for the regulation and stabilization for the grid
frequency by balancing electric generation and electric demand. Currently,
Midcontinent Independent System Operator (MISO) is the balancing authority for all
MISO members, including NSP. However, NSP Companies are a party to the MISO’s
Balancing Authority Agreement as a Local Balancing Authority (LBA). This
arrangement splits balancing authority responsibilities between MISO and NSP. NSP’s
LBA for this study will be defined as all generators, loads, and transmission that are
within NSP’s metered boundary.

5.0: Description of the State Estimator.

A State Estimator (SE) provides a complete complex voltage solution for the network
model which is used for further analysis and computations. The SE solution is based on
real-time measurements, scheduled load and generation, and dispatcher/operator
entries. SE is performed several times per hour and provides a continuous snapshot of
the network.

The Energy Management System (EMS) has real-time measurements received from the
field through telemetry. The real-time measurements are imperfect but redundant. This
redundancy permits the SE to determine an estimate for the voltage magnitude and
angles for the observable portion of the network model which best matches the
information given by the unfiltered measurements. For that portion of the network model
that is unobservable (real-time measurements not available), load and generation is
scheduled. These scheduled values along with any dispatcher/operator entries are used
by the SE to determine a voltage magnitude and angle estimate for the unobservable
portion of the network model.

The State Estimator accepts node voltage measurements, branch ampere magnitude
measurements, as well as both active and reactive power measurements for node
injection and branch flow (measurement pairs as well as unpaired measurements). In
addition, the SE solution requires information on scheduled desired voltages, forecasted
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load, and generation. The SE processes status measurements such as logical device
positions, transformers, and phase shifter tap positions. In addition to these status
measurements, dispatcher/operator entry of equipment status (open/close or different
tap position) and data base default status information is utilized to build a complete real-
time network model.

The result of the State Estimator function is a real-time network description with a
complete steady-state complex voltage solution. This solved real-time network is
created for the use of the several applications in the EMS including the Transmission
Loss Calculation function.

6.0: Loss Calculations.

For the calculation of the demand losses, the monthly peak in NSP’s LBA was used.
The calculations for the demand losses are as follows:

2016 Demand Loss Calculations

NSPM NSPW
2016 2016 2016 2016
Peak Peak Peak Peak
Demand Loss Percentage | Demand Loss Percentage
Month (MW) (MW) Loss (MW) (MW) Loss
January 6,310 152.15 2.41% 1,298 48.23 3.72%
February 6,131 465.2 7.59% 1,221 135.68 11.11%
March 5,629 128.95 2.29% 1,110 66.71 6.01%
April 5,733 206.45 3.60% 1,025 79.99 7.81%
May 6,799 108.61 1.60% 1,120 23.14 2.07%
June 7,970 198.05 2.48% 1,293 48.83 3.78%
July 9,098 273.03 3.00% 1,485 82.62 5.56%
August 8,909 330.12 3.71% 1,484 91.18 6.14%
September 6,759 220.43 3.26% 1,241 82.43 6.64%
October 5,840 208.04 3.56% 1,047 55.98 5.35%
November 5,828 186.26 3.20% 1,088 56.83 5.22%
December 6,521 289.06 4.43% 1,282 62.46 4.87%
Total 81,528 | 2,766.35 3.43% | 14,693 | 834.07 5.69%
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2017 Demand Loss Calculations

NSPM NSPW
2017 2017 2017 2017
Peak Peak Peak Peak
Demand Loss Percentage | Demand Loss Percentage
Month (MW) (MW) Loss (MW) (MW) Loss
January 5,699 136.31 2.39% 1,246 55.94 4.49%
February 5,361 250.41 4.67% 1,218 71.40 5.86%
March 5,001 157.42 3.15% 1,138 62.99 5.54%
April 4,775 155.77 3.26% 1,053 55.49 5.27%
May 5,559 165.09 2.97% 1,080 58.49 5.42%
June 7,128 280.28 3.93% 1,287 76.75 5.96%
July 7,702 223.8 2.91% 1,428 63.41 4.44%
August 7,057 224.41 3.18% 1,344 83.43 6.21%
September 7,449 289.58 3.89% 1,379 83.13 6.03%
October 5,133 139.77 2.72% 1,134 56.67 5.00%
November 5,197 269.13 5.18% 1,192 54.61 4.58%
December 5,574 257.67 4.62% 1,269 89.65 7.06%
Total 71,635 | 2,549.64 3.57% 14,768 | 811.95 5.49%

2018 Demand Loss Calculations

NSPM NSPW
2018 2018
2018 Peak Peak 2018 Peak Peak
Demand Loss Percentage | Demand Loss Percentage
Month (MW) (MW) Loss (MW) (MW) Loss
January 5,393 265.69 4.93% 1,312 84.08 6.41%
February 5,208 273.81 5.26% 1,227 70.80 5.77%
March 4,713 206.66 4.38% 1,147 41.40 3.61%
April 4,572 205.23 4.49% 1,114 41.13 3.69%
May 6,749 237.73 3.52% 1,457 67.23 4.61%
June 7,353 302.56 4.11% 1,494 58.84 3.94%
July 7,369 216.28 2.94% 1,453 38.96 2.68%
August 7,056 195.14 2.77% 1,437 81.41 5.67%
September 6,324 185.88 2.94% 1,298 49.59 3.82%
October 4,719 211.05 4.47% 1,043 42.08 4.03%
November 5,013 165.97 3.31% 1,196 39.15 3.27%
December 5,022 220.33 4.39% 1,236 51.11 4.14%
Total 69,491 2,686.33 3.87% 15,414 | 665.78 4.32%
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2019 Demand Loss Calculations

NSPM NSPW
2019 2019 2019 2019
Peak Peak Peak Peak
Demand Loss Percentage | Demand Loss Percentage
Month (MW) (MW) Loss (MW) (MW) Loss
January 5,523 177.55 3.21% 1,308 40.38 3.09%
February 5,138 209.28 4.07% 1,246 33.05 2.65%
March 5,133 254.61 4.96% 1,261 54.04 4.28%
April 4,662 148.49 3.18% 1,055 42.65 4.04%
May 4,860 129.50 2.66% 1,101 31.90 2.90%
June 5,969 174.08 2.92% 1,201 33.65 2.80%
July 7,167 215.13 3.00% 1,452 57.16 3.94%
August 6,237 154.44 2.48% 1,292 55.15 4.27%
September 6,362 212.04 3.33% 1,206 38.20 3.17%
October 4,493 123.75 2.75% 1,067 31.03 2.91%
November 5,026 240.96 4.79% 1,218 86.76 7.12%
December 5,196 226.72 4.36% 1,256 66.47 5.29%
Total 65,766 | 2,266.55 3.48% 14,663 | 570.44 3.87%

2016 Energy Loss Calculations

Energy loss percentages were also calculated for the data collected for years 2016
through 2019.

NSPM NSPW
2016 2016 2016 2016
Energy Energy Energy Energy
Demand Loss Percentage | Demand Loss Percentage
Month (MWh) (MWh) Loss (MWh) (MWh) Loss
January 3,808,556 114,280 3.00% 761,192 | 27,713 3.64%
February 3,439,792 121,413 3.53% 689,509 | 28,767 4.17%
March 3,422,090 128,038 3.74% 665,909 | 31,751 4.77%
April 3,247,289 124,880 3.85% 619,747 | 31,963 5.16%
May 3,451,077 117,941 3.42% 641,956 | 23,959 3.73%
June 3,957,516 118,908 3.00% 690,700 | 24,785 3.59%
July 4,383,449 146,068 3.33% 772,843 | 31,601 4.09%
August 4,387,525 139,533 3.18% 781,824 | 31,872 4.08%
September 3,589,330 120,354 3.35% 664,740 | 27,135 4.08%
October 3,413,337 117,991 3.46% 647,228 | 27,190 4.20%
November 3,341,108 122,866 3.68% 640,656 | 30,283 4.73%
December 3,820,479 144,134 3.77% 744,789 | 32,502 4.36%
Total 44,261,548 | 1,516,406 3.44% | 8,321,093 | 349,521 4.22%
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2017 Energy Loss Calculations

NSPM NSPW
2017 2017 2017 2017
Energy Energy Energy Energy
Demand Loss Percentage | Demand Loss Percentage
Month (MWh) (MWh) Loss (MWh) (MWh) Loss
January 3,378,577 129,461 3.83% 744,946 29,060 3.90%
February 2,880,055 121,734 4.23% 647,470 29,012 4.48%
March 3,118,766 114,781 3.68% 693,992 30,038 4.33%
April 2,820,330 106,629 3.78% 616,683 25,296 4.10%
May 2,976,340 102,629 3.45% 638,274 27,187 4.26%
June 3,428,793 122,934 3.59% 697,040 27,208 3.90%
July 3,840,430 131,212 3.42% 770,864 29,957 3.89%
August 3,442,515 144,925 4.21% 721,408 32,764 4.54%
September | 3,279,553 108,568 3.31% 687,254 28,327 4.12%
October 3,028,929 111,112 3.67% 676,056 26,157 3.87%
November 3,031,111 116,967 3.86% 704,569 26,565 3.77%
December 3,315,761 135,446 4.08% 772,858 35,988 4.66%
Total 38,541,160 | 1,446,398 3.76% | 8,371,414 | 347,558 4.15%

2018 Energy Loss Calculations

NSPM NSPW
2018 2018 2018
Energy 2018 Energy Energy
Demand | Energy Loss | Percentage | Demand Loss Percentage
Month (MWh) (MWh) Loss (MWh) (MWh) Loss
January 3,220,112 153,722 4.77% 797,619 50,950 6.39%
February 2,866,683 133,109 4.64% 693,301 39,713 5.73%
March 2,880,232 117,571 4.08% 702,771 44,049 6.27%
April 2,734,315 114,236 4.18% 660,913 35,375 5.35%
May 3,060,320 105,278 3.44% 700,652 37,980 5.42%
June 3,317,870 111,562 3.36% 727,380 35,762 4.92%
July 3,567,768 116,162 3.26% 778,399 41,522 5.33%
August 3,507,871 113,671 3.24% 771,605 37,628 4.88%
September | 2,971,664 105,269 3.54% 666,165 35,299 5.30%
October 2,779,699 103,902 3.74% 665,120 29,062 4.37%
November | 2,885,219 110,197 3.82% 700,895 32,645 4.66%
December | 3,034,659 122,027 4.02% 733,213 38,509 5.25%
Total 36,826,410 1,406,706 3.84% | 8,598,033 458,495 5.32%
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2019 Energy Loss Calculations

NSPM NSPW
2019 2019 2019 2019
Energy Energy Energy Energy
Demand Loss Percentage | Demand Loss Percentage
Month (MWh) (MWh) Loss (MWh) (MWh) Loss
January 3,170,350 122,819 3.87% 781,544 | 35,800 4.58%
February 2,920,764 116,863 4.00% 708,121 28,944 4.09%
March 2,902,710 109,504 3.77% 721,223 | 36,109 5.01%
April 2,632,077 92,612 3.52% 632,666 | 27,147 4.29%
May 3,060,320 93,907 3.07% 696,204 | 30,255 4.35%
June 3,317,870 100,530 3.03% 718,438 | 36,073 5.02%
July 3,567,768 115,939 3.25% 777,766 | 45,346 5.83%
August 3,507,871 111,063 3.17% 766,023 | 45,601 5.95%
September | 2,971,664 112,846 3.80% 668,411 45,560 6.82%
October 2,779,699 106,021 3.81% 659,011 34,365 5.21%
November 2,885,219 116,690 4.04% 699,151 46,679 6.68%
December 3,034,659 106,678 3.52% 734,397 | 40,649 5.54%
Total 36,750,970 | 1,305,471 3.57% | 8,562,954 | 452,527 5.28%

With the numbers calculated in this study, a 48 month average was calculated to
provide recommended loss factors for the Interchange Agreement. These
recommended loss factors are shown in the table below.

2019 NSP Loss Study Ratios
(proposed loss factors)

Loss Ratios| NSPM NSPW
Demand 3.65% 4.76%
Energy 3.62% 4.86%
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7.0: Validation of Energy Management System (EMS)
Losses.

Validation was performed on NSP’s state estimator data, which is sourced from NSP’s
Energy Management System (EMS), to ensure accurate results for this loss study. Two
forms of validation were performed with a criterion that results should be within 5
percent. The first validation was to compare NSP’s state estimator data with an
independent set of data. In this case, the MISO state estimator loss data was chosen.
One detail to note is that the MISO state estimator only monitors facilities under MISO
functional control. The facilities under MISO functional control are 100 kV and above.
This means, in order to compare the two state estimator results, NSP’s data needs to
be restricted to assets that are 100 kV and above. The second validation will be to
perform offline calculation in PSS/e for the sub-100 kV assets.

Validation of NSP EMS Losses vs. MISO State Estimator Losses

The NSP state estimator results were compared to the MISO state estimator results for
validation purposes. Peak hour data from August 26, 2013 at 5 p.m. was used for this
comparison and validation. MISO’s state estimator calculated NSP Local Balancing
Authority (LBA) losses at 265 MW. NSP’s state estimator calculated a total of 261.97
MW for the 100 kV and above assets. The two state estimator calculations differ by 1.5
percent, which is an acceptable variance for validation.

Validation of NSP EMS Losses vs. PSS/e Offline Powerflow Calculations

To validate the state estimator losses for assets that are below 100 kV, an offline
comparison was performed using the same August 26" peak hour data. A PSS/e

powerflow model was setup to recreate the flows observed on the state estimator on the

August 26, 2013 peak hour. The flow is recreated by a two bus system in which the
observed flow is recreated by a negative load with a swing bus to calculate the losses.
The swing bus would also regulate the voltage on the load bus to 1 per unit (pu). The
impedance for the 69 kV lines was obtained from NSP’s CAPE models, which contain
the most accurate data for line impedances for NSP transmission lines.

The first transmission line selected for verification is the Cannon Falls — Northfield 69 kV

transmission line. The impedance parameters provided by NSP’s CAPE model for this
line are:

R =.05956 pu, X =.19297 pu, B =.00417 pu

The state estimator data for this line is as follows:

Sub Src Rpt Src Rpt
Company Division Station Name Type Volt Date Hr Mw | Mvar | Loss
NSP KEYSTN CTF CTF-NOF | LINE 69 8/26/2013 17:13 49.76 | 1.68 | 144

A PSS/e model was created in PSS/e version 33.6 to recreate the flows observed in the
state estimator. The real power flow condition of 49.76 MW leaving the Cannon Falls




Transmission substation was recreated by a negative load and a swing bus being
placed at Northfield bus to solve for the loss on the Cannon Falls Transmission —
Northfield 69 kV line. Upon solving this simple model, PSS/e calculated a loss value of
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1.45 MW, which is slightly higher than the 1.44 MW calculated by the state estimator.
However, this difference is less than 1 percent, which validates the state estimator
results.

The Jordan to Sand Creek 69 kV transmission line was also selected as a line to
validate the NSP companies state estimator results. The impedance parameters

101
CTF

provided by NSP’s CAPE model for this line are:

R = .04969 pu, X = .07283 pu, B = .00114 pu

NOF

Sub Src Rpt Src Rpt
Company Division Station Name Type Volt Date Hr Mw | Mvar | Loss
NSP KEYSTN JOR JOR-SDC | LINE 69 8/26/13 17:13 42.68 | 9.46 | 0.93

Again, a PSS/e model was created in PSS/e version 33.6 to recreate the actual flows

observed in the state estimator. The real power flow was 42.68 MW leaving the Jordan

substation and was recreated by a negative load and a swing bus was placed at Sand
Creek bus to solve for the losses on the Jordan-Sand Creek 69 kV line. Upon solving

this PSS/e model, PSS/e calculated a loss of 0.94 MW, which is slightly higher than the

0.93 MW calculated by the state estimator. This difference is approximately 1 percent,
which validates the state estimator results.
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Validation of NSP EMS Losses statistical outlier analysis

A final validation was performed to identify any outlier percentages for the percentages
that were calculated. The standard deviations were calculated for the four loss
percentages in this report and multiplied by 2.66. This number was added and
subtracted to the mean percentage and plotted in the graphs below. Any percentage
outside of these bounds should only have less than a 1 percent probability and should
be investigated further.
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NSPM Demand Loss Percentages
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February 8, 2016 data point, NSPM and NSPW demand loss percentage data was
outside of 2.66 standard deviations from the mean. That day was a high transfer day
leading to high losses on the 500 kV system and interconnected 230kV system in
northern Minnesota and high transfers into Wisconsin from Minnesota.

January 2018, NSPM energy loss percentage data was outside of 2.66 standard
deviations from the mean. That month was during the polar vortex, in which
temperatures dropped to very low levels resulting in many generators not being able to
operate. Many of the generators that were able to run were located in Minnesota and
were exporting to other regions, leading to increased losses.
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NSP System Appendix C-1

Benson Biomass Termination Page 1
Annual Revenue Requirement

Assumptions:

Capital Structure 2021

Long Term Debt Rate 4.1200%

Long Term Debt Ratio 46.9500%

Common Equity Rate 9.0600%

Common Equity Ratio 53.0500%

Overall Rate of Return 6.7407%

Interchange Energy Allocation (2018 Budget) (Fixed for amortization term)

NSPM 83.7881%

NSPW 16.2119%

100.0000%
NSPM Tax Rate (Composite) 28.0024%
Payments Accruals Total

NSP System (Account 182.2) 48,044,295 48,044,295

2018 Budget Energy Allocator 16.2119% 16.2119%

NSPW Allocation (Account 182.2) 7,788,893 7,788,893

NSP System (Account 182.3) 48,669,769 815,921 49,485,690

2018 Budget Energy Allocator 16.2119% 16.2119% 16.2119%

NSPW Allocation (Account 182.3) 7,890,294 132,276 8,022,571

NSP System (Total) 96,714,064 815,921 97,529,985

2018 Budget Energy Allocator 16.2119% 16.2119% 16.2119%

NSPW Allocation (Total) 15,679,187 132,276 15,811,464

NSPW (Account 182.2) Jan-21 Eeb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Total
Regulatory Asset 7,788,893 7,788,893 7,788,893 7,788,893 7,788,893 7,788,893 7,788,893 7,788,893 7,788,893 7,788,893 7,788,893 7,788,893

Accumulated Amortization 1,976,424 2,039,717 2,103,011 2,166,305 2,229,599 2,292,892 2,356,186 2,419,480 2,482,773 2,546,067 2,609,361 2,672,654

CWIP 0 0 0 0 0 0 0 0 0 0 0 0

Accumulated Deferred Taxes 1,633,658 1,615,869 1,598,080 1,580,290 1,562,501 1,544,712 1,526,922 1,509,133 1,491,343 1,473,554 1,455,765 1,437,975

13 Month Average Rate Base 4,178,811 4,133,307 4,087,802 4,042,298 3,996,794 3,951,289 3,905,785 3,860,281 3,814,776 3,769,272 3,723,768 3,678,264

Tax Depreciation & Removal 0 0 0 0 0 0 0 0 0 0 0 0

Debt Return 6,736 6,663 6,589 6,516 6,443 6,369 6,296 6,223 6,149 6,076 6,003 5,929 75,991
Equity Return 16,737 16,555 16,373 16,191 16,008 15,826 15,644 15,461 15,279 15,097 14,915 14,732 188,818
Current Income Tax Requirement 24,208 24,137 24,066 23,995 23,924 23,854 23,783 23,712 23,641 23,570 23,499 23,428 285,817
Amortization 63,294 63,294 63,294 63,294 63,294 63,294 63,294 63,294 63,294 63,294 63,294 63,294 759,524
Amortization (Accruals) 0 0 0 0 0 0 0 0 0 0 0 0 0
Annual Deferred Tax (17,789) (17,789) (17,789) (17,789) (17,789) (17,789) (17,789) (17,789) (17,789) (17,789) (17,789) (17,789) (213,473)
|Tota| Revenue Requirements (182.2) 93,186 92,859 92,533 92,206 91,880 91,553 91,227 90,900 90,574 90,247 89,921 89,594 1,096,678 |
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NSP System Appendix C-1
Benson Biomass Termination Page 2
Annual Revenue Requirement

NSPW (Account 182.3) Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Total
Regulatory Asset 7,890,294 7,890,294 7,890,294 7,890,294 7,890,294 7,890,294 7,890,294 7,890,294 7,890,294 7,890,294 7,890,294 7,890,294

Accumulated Amortization 1,903,119 1,968,315 2,033,512 2,098,708 2,163,904 2,229,100 2,294,296 2,359,492 2,424,689 2,489,885 2,555,081 2,620,277

CWIP 0 0 0 0 0 0 0 0 0 0 0 0

Accumulated Deferred Taxes 1,682,761 1,664,437 1,646,113 1,627,789 1,609,465 1,591,141 1,572,817 1,554,493 1,536,169 1,517,845 1,499,520 1,481,196

13 Month Average Rate Base 4,304,414 4,257,542 4,210,669 4,163,797 4,116,925 4,070,053 4,023,181 3,976,309 3,929,437 3,882,565 3,835,693 3,788,821

Tax Depreciation & Removal 0 0 0 0 0 0 0 0 0 0 0 0

Debt Return 6,938 6,863 6,787 6,712 6,636 6,561 6,485 6,410 6,334 6,259 6,183 6,107 78,275
Equity Return 17,240 17,053 16,865 16,677 16,489 16,302 16,114 15,926 15,738 15,551 15,363 15,175 194,494
Current Income Tax Requirement 24,936 24,863 24,790 24,717 24,644 24,570 24,497 24,424 24,351 24,278 24,205 24,132 294,408
Amortization 65,196 65,196 65,196 65,196 65,196 65,196 65,196 65,196 65,196 65,196 65,196 65,196 782,354
Amortization (Accruals) 705 705 705 705 705 705 705 705 705 705 705 705 8,459
Annual Deferred Tax (18,324) (18,324) (18,324) (18,324) (18,324) (18,324) (18,324) (18,324) (18,324) (18,324) (18,324) (18,324) (219,889)
|Tota| Revenue Requirements (182.3) 96,691 96,355 96,019 95,682 95,346 95,010 94,674 94,337 94,001 93,665 93,328 92,992 1,138,100 |
NSPW (Total) Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Total
Regulatory Asset 15,679,187 15,679,187 15,679,187 15,679,187 15,679,187 15,679,187 15,679,187 15,679,187 15,679,187 15,679,187 15,679,187 15,679,187

Accumulated Amortization 3,879,543 4,008,033 4,136,523 4,265,013 4,393,502 4,521,992 4,650,482 4,778,972 4,907,462 5,035,952 5,164,442 5,292,931

CWIP - - - - - - - - - - - -

Accumulated Deferred Taxes 3,316,420 3,280,306 3,244,193 3,208,079 3,171,966 3,135,852 3,099,739 3,063,625 3,027,512 2,991,398 2,955,285 2,919,172

13 Month Average Rate Base 8,483,224 8,390,848 8,298,472 8,206,095 8,113,719 8,021,343 7,928,966 7,836,590 7,744,214 7,651,837 7,559,461 7,467,085

Tax Depreciation & Removal - - - - - - - - - - - -

Debt Return 13,675 13,526 13,377 13,228 13,079 12,930 12,781 12,632 12,483 12,334 12,185 12,037 154,267
Equity Return 33,978 33,608 33,238 32,868 32,498 32,128 31,758 31,388 31,018 30,648 30,278 29,908 383,312
Current Income Tax Requirement 49,144 49,000 48,856 48,712 48,568 48,424 48,280 48,136 47,992 47,848 47,704 47,561 580,225
Amortization 128,490 128,490 128,490 128,490 128,490 128,490 128,490 128,490 128,490 128,490 128,490 128,490 1,541,878
Amortization (Accruals) 705 705 705 705 705 705 705 705 705 705 705 705 8,459
Annual Deferred Tax (36,113) (36,113) (36,113) (36,113) (36,113) (36,113) (36,113) (36,113) (36,113) (36,113) (36,113) (36,113) (433,362)

|Total Revenue Requirements (Total) 189,877 189,214 188,551 187,889 187,226 186,563 185,900 185,237 184,575 183,912 183,249 182,586 2,234,779 |
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Northern States Power Companies Appendix C-2
Prairie Island EPU Amortization Page 1
Annual Revenue Requirement
NSP System 2021 INPUTS:

Regulatory Asset 78,884,915 Capital Structure

Accumulated Amortization 23,306,907 Long Term Debt Rate 4.1200%
CWIP - Long Term Debt Ratio 46.9500%
Accumulated Deferred Taxes 22,720,290 Common Equity Rate 0.0000%
13 Month Average Rate Base 32,857,719 Common Equity Ratio 53.0500%

Overall Rate of Return 1.9343%

Debt Return 635,580

Equity Return - Tax Rate (Composite) 28.0024%
Current Income Tax Requirement 989,382

Demand (2014) Allocator - Fixed for the

Amortization 4,302,814 18.3 year amortization term

Annual Deferred Tax (1,758,990) NSPM 84.7923%
Tax Depreciation & Removal Expense - NSPW 15.2077%
Property Taxes - 100.0000%
[Total Revenue Requirements 4,168,785 |

NSP-Minnesota

Regulatory Asset 66,888,334

Accumulated Amortization 19,762,462

CWIP -

Accumulated Deferred Taxes 19,265,056

13 Month Average Rate Base 27,860,816

Debt Return 538,923

Equity Return -

Current Income Tax Requirement 838,920

Amortization 3,648,455

Annual Deferred Tax (1,491,488)

Tax Depreciation & Removal Expense -

Property Taxes -
|Total Revenue Requirements 3,534,810 |

NSP-Wisconsin

Regulatory Asset 11,996,581

Accumulated Amortization 3,544,444

CWIP -

Accumulated Deferred Taxes 3,455,234

13 Month Average Rate Base 4,996,903

Debt Return 96,657

Equity Return -

Current Income Tax Requirement 150,462

Amortization 654,359

Annual Deferred Tax (267,502)

Tax Depreciation & Removal Expense -

Property Taxes -

rl'otal Revenue Requirements 633,976 |
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Northern States Power Appendix C-3
Production Acquisition Adjustments Page 1
Acquiring Company Acquired Company/Asset Acquisition Date FERC Authorization Accounting Entries Note
Northern States Power |Community Wind North 12/31/2020 Docket No. EC19-89-000, Expected to be filed in Q2 A
Company (Minnesota) |Companies Issued July 17, 2019 2021

Northern States Power |Jeffers Wind 20, LLC 12/31/2020 Docket No. EC19-89-000, Expected to be filed in Q2 B
Company (Minnesota) Issued July 17, 2019 2021

Northern States Power |FPL Energy Mower County, | Estimated March Docket No. EC20-69-000, Expected to be filed in Q3 C
Company (Minnesota) |[LLC 2021 Issued August 20, 2020 2021

Note A: FERC Account 114 will be amortized ratably over a 25-year period from the acquisition date as approved by the Minnesota Public
Utilities Commission in Docket No. E-002/PA-18-777. The amortization journal entry is a debit to FERC Account 406 Amortization of Electric Plant
Acquisition Adjustments and a credit to FERC Account 115 Accumulated Provision for Amortization of Electric Plant Acquisition Adjustments.

The Community Wind North Companies include: Community Wind North, LLC; North Community Turbines LLC; North Wind Turbines LLC;
Community Wind North 1 LLC; Community Wind North 2 LLC; Community Wind North 3 LLC; Community Wind North 5 LLC; Community Wind
North 6 LLC; Community Wind North 7 LLC; Community Wind North 8 LLC; Community Wind North 9 LLC; Community Wind North 10 LLC;
Community Wind North 11 LLC; Community Wind North 13 LLC; Community Wind North 15 LLC

Note B: FERC Account 114 will be amortized ratably over a 25-year period from the acquisition date as approved by the Minnesota Public
Utilities Commission in Docket No. E-002/PA-18-777. The amortization journal entry is a debit to FERC Account 406 Amortization of Electric Plant
Acquisition Adjustments and a credit to FERC Account 115 Accumulated Provision for Amortization of Electric Plant Acquisition Adjustments.

Note C: FERC Account 114 will be amortized ratably over a 25-year period from the acquisition date as approved by the Minnesota Public
Utilities Commission in Docket No. E-002/PA-19-553. The amortization journal entry is a debit to FERC Account 406 Amortization of Electric Plant
Acquisition Adjustments and a credit to FERC Account 115 Accumulated Provision for Amortization of Electric Plant Acquisition Adjustments.
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

Katie J. Sieben Chair
Valerie Means Commissioner
Matthew Schuerger Commissioner
John A. Tuma Commissioner

In the Matter of Northern States Power ISSUE DATE: March 13, 2020

Company d/b/a Xcel Energy for Approval of

True-Up Mechanisms DOCKET NO. E-002/M-19-688

ORDER APPROVING TRUE-UPS AND
REQUIRING XCEL TO WITHDRAW
ITS NOTICE OF CHANGE IN RATES
AND INTERIM RATE PETITION

PROCEDURAL HISTORY

On November 1, 2019, Northern States Power Company d/b/a Xcel Energy (Xcel or the
Company) filed a Notice of Change in Rates and an Interim Rates Petition for a multiyear
general rate case (the Rate Case and Interim Rates Petition).! Xcel’s petition proposes rate
increases of $201.4 million, or 6.5%, in 2020 (the test-year), an incremental increase of $146.4
million, or 4.8%, in 2021, and another incremental increase of $118.3 million, or 3.9%, in 2022,
and a proposed interim-rate schedule.?

Also on November 1, 2019, Xcel filed a petition (the True-Up Petition) seeking approval to
maintain its existing base rates with three “true-ups” that it proposed would ensure that rates
remain just and reasonable. The Company stated that if the Commission approved the True-Up
Petition it would withdraw its general rate case filing, and not file another prior to

November 2, 2020.

On November 6, 2019, the Commission issued a notice requesting comment on the following
topics:

e Should the Commission approve Xcel's proposed 2020 sales true-up that would operate
similarly to the currently-approved sales true-up established in Xcel’s 2015 multiyear rate
plan (MYRP) but would apply to all customer classes?

e Should Xcel’s revenue decoupling mechanism (RDM) be extended through
December 31, 2020? Should any changes be made to the RDM?

! See Minn. Stat. § 216B.16, subd. 19, providing for multiyear rate plans.

2 See 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-19-564 (the Rate
Case Docket).
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Should the Commission approve Xcel’s proposed 2020 capital true-up that would operate
consistently with the current capital true-up established in Xcel’s 2015 MYRP?

What benchmark should the 2020 Capital true-up be compared against?

Should the Commission approve Xcel’s proposed 2020 property tax true-up that would
operate consistently with the current property tax true-up established in Xcel’s 2015
MYRP?

Should the Commission approve Xcel’s request to delay any increase to the Nuclear
Decommissioning Trust (“NDT”) accrual until January 1, 2021, or—alternatively—
approval of an actual deferral so that Xcel can fund the increased accrual in 2020 and
recover that expense in a future rate case?

Should the Commission approve Xcel’s request to leave its base rates unchanged in 2020,

and to withdraw its application for a general increase in rates in Docket No.
E-002/GR-19-564?

Are there other issues or concerns related to this matter?

By November 25, 2019, the following parties filed comments or reply comments on Xcel’s
True-Up Petition:

the Minnesota Department of Commerce, Division of Energy Resources (the Department);
the Office of the Attorney General — Residential Utilities and Antitrust Division (the
OAGQG);

the Minnesota Chamber of Commerce (the Chamber);

an ad hoc association of large industrial customers of Xcel comprising CHS Inc.; Flint
Hills Resources Pine Bend, LLC; Gerdau Ameristeel US Inc.; Marathon Petroleum
Corporation; and USG Interiors, Inc. (the Xcel Large Industrial group, or XLI);

an ad hoc association of large commercial customers of Xcel that participated in Xcel’s
last rate case (the Commercial Group);

the Suburban Rate Authority;

Energy CENTS Coalition;

Fresh Energy, individually; and

Clean Grid Alliance, Fresh Energy, and Minnesota Center for Environmental Advocacy
(together, the Clean Energy Organizations)

On December 12, 2019, the Commission met to consider the Rate Case and Interim Rates
Petition and the True-Up Petition.

On December 30, 2019, the Commission issued an order in the Rate Case Docket suspending
Xcel’s proposed rate schedule and staying further consideration of the filing.

I.

FINDINGS AND CONCLUSIONS

Summary of Commission Action

In this order, the Commission will approve Xcel’s True-Up Petition on the condition that Xcel
withdraws its Rate Case and Interim Rates Petition and does not implement the rates set forth in

2
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that petition. The Commission will also establish other related requirements to effectuate the
purpose of the True-Up Petition, which is to take up the matter of an Xcel general rate
proceeding no sooner than November 1, 2020, while maintaining just and reasonable base rates
as established in Xcel’s last rate proceeding.

IL. Xcel’s True-Up Petition

Xcel requests that the Commission approve a limited-time extension of three true-up
mechanisms that it contends were approved as part of its most recently completed general rate
proceeding.® The Company requests approval of:

e A 2020 sales true-up that would operate similarly to the currently-approved sales true-up
established in the 2015 MYRP but would apply to all customer classes;

e A 2020 capital true-up that would operate consistently with the current capital true-up
established in [Xcel’s] 2015 MYRP; and

e A 2020 property tax true-up that would operate consistently with the current property tax
true-up established in [Xcel’s] 2015 MYRP.

Continuation of these true-ups, Xcel says, would enable it to defer its requested rate increase in
Docket No. E-002/GR-19-564 (the Rate Case Docket). According to Xcel the expected rate
impact on customers of approval of this proposed alternative to its 2020 general rate proceeding
would be a smaller near-term rate increase, effectively allowing for a more gradual phase-in of
any rate increase that might ultimately be approved in a general rate case.*

A. The Sales True-Up

Xcel’s currently approved rates include a sales true-up mechanism.’ This mechanism, similar to
revenue decoupling, operates to sever the link between sales and revenues, ensuring that the
utility will recover the revenue requirement established in a rate case even if the sales forecast
over- or underestimates actual sales. The purpose of revenue decoupling is to reduce a utility’s
disincentive to promote energy efficiency.®

3 See In the Matter of the Application of Northern States Power Company for Authority to Increase Rates
for Electric Service in the State of Minnesota, Docket No. E-002/GR-15-826 (Xcel’s 2015 MYRP). Xcel
also requests that the Commission “delay any increase to the Nuclear Decommissioning Trust (“NDT”)
accrual until January 1, 2021, or—alternatively—approval of an actual deferral so the Company can fund
the increased accrual in 2020 and recover that expense in a future rate case.” This aspect of Xcel’s
petition is addressed by separate order, in Docket No. E-002/M-17-828.

4 See Exhibit 1, Xcel’s True-Up Petition (depicting a $201.4 million general increase in the proposed
2020 test year, and a $94.3 million general increase if the True-Up Petition alternative is approved).

5 See In the Matter of the Application of Northern States Power Company for Authority to Increase Rates
for Electric Service in the State of Minnesota, Docket No. E-002/GR-15-826, Findings of Fact,
Conclusions, and Order, at 10 (June 12, 2017).

® Minn. Stat. § 216B.2412.
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In this case, residential and small commercial customers’ rates are subject to a revenue
decoupling pilot program approved in a prior Xcel rate case,” and that the Commission extended
in 2017,% while Xcel’s remaining demand-metered commercial and industrial customers are
subject to the sales true-up as part of the settlement approved in the 2015 rate proceeding. Xcel
requests that these true-up mechanisms continue through 2020 in a slightly modified fashion to
apply to all customers. Xcel would file its 2020 actual sales results by February 1, 2021, to serve
as the basis for calculating the appropriate true-up.

Xcel asserts that this would effectively match its Rate Case and Interim Rates Petition proposal
to implement decoupling for all customer classes, and would not have a significantly different
result—Xcel observes that it has been recent practice to use updated actual sales information in
general rate proceedings when it becomes available, so it is likely that in a general rate
proceeding substantially similar updated, actual sales information would be used to calculate
final rates. A forecasted decrease in sales accounts for a significant share of Xcel’s requested rate
increase in its Rate Case and Interim Rates Petition.

Xcel proposes that its extended sales true-up be implemented as follows:

1. Forecasted base revenues for 2019 will be calculated using 2016 weather normalized
actual sales by class and current base rates (effective June 1, 2019, including reduction
for a 2017 federal tax reduction).

2. Actual revenues for 2020 will be calculated using 2020 actual customer counts and actual
sales and current base rates (effective June 1, 2019, including reduction for a 2017 federal
tax reduction).

3. The 2020 revenue comparison will include the same C&I sales growth as assumed in
2018.

4. Any over/under collections from the 2019 decoupling and sales true-up mechanisms will
be included with the 2020 results.

The true up will include all discounts and incentive rates approved by the Commission.

6. After 2020 actual sales are available in January 2021, the Company will provide the
actual 2020 customer counts, sales, and resulting revenues by class for all classes in a
compliance filing consistent with the method used in Docket No. E-002/GR-15-826, to be
filed February 1, 2021.

7. 1If the 2020 revenues are greater than the approved plan year level, the difference will be
deferred as a regulatory liability and refunded to customers. If the 2020 revenues are
lower than the approved plan year level, the difference will be deferred as a regulatory
asset and collected from customers. A refund or surcharge factor will be calculated for

7 See In the Matter of the Application of Northern States Power Company for Authority to Increase Rates
for Electric Service in the State of Minnesota, Docket No. E-002/GR-13-868, Findings of Fact,
Conclusions, and Order, at 77 (May &, 2015).

8 See In the Matter of the Application of Northern States Power Company for Authority to Increase Rates
for Electric Service in the State of Minnesota, Docket No. E-002/GR-15-826, Findings of Fact,
Conclusions, and Order, at 23 — 25 (June 12, 2017).



Docket No. EL22-_
ER21-1401 Interchange Agreement 031521 (NSP)
Page 37 of 169

each class based on the deferral amount and the current sales forecast. These factors will
be placed on customer bills effective April 1, 2021 for 12 months.’

B. Property Tax and Capital True-Ups

Xcel asks for the extension of two other true-ups already currently in effect. The proposed
property-tax true-up would apply the same methodology of annually adjusting for actual property
tax expenses as has been in effect through the Company’s existing multiyear rate plan. The
proposed capital expenses true-up would likewise apply the same methodology as has been
approved in the Company’s multiyear rate plan for the 2017 — 2019 period. The capital true-up is
asymmetrical, meaning that ratepayers would receive a refund if applicable capital expenditures
fall below the baseline established in the last rate proceeding, but are protected from recovery of
capital expenditures above the benchmark.

III. Comments of the Parties
A. Support for Xcel’s True-Up Petition

The following parties and participants commented in support of Xcel’s petition, or do not object
to its implementation—their support in some cases offered in connection with certain
modifications or clarifications: the Department, the Commercial Group, the Suburban Rate
Authority, Energy CENTS Coalition, and the Clean Energy Organizations.

The Department reviewed Xcel’s proposal to extend the true-up mechanisms through 2020, and
recommended approval of the proposal. The Department concluded that there was no basis to
justify requiring a change to the base rates established in Xcel’s 2015 MYRP, and that Xcel’s
proposal was consistent with the Commission’s order approving the 2015 MYRP. The
Department also concluded that ratepayers would be charged less under the True-Up Petition
proposal than they would under the proposed interim rates, and that the proposed true-ups could
potentially result in additional benefits to ratepayers because the capital true-up is asymmetrical.

The Department reviewed the effects of the True-Up proposal on each customer class, and
concluded that every customer class—except the Demand class—would be better off than they
would under the proposed interim rate increase, and that for the Demand class “there may be
little if any differential between costs charged to this class under the Petition or interim rates.”!°
Based on its analysis, the Department recommended that the Commission approve Xcel’s request
to leave its established base rates in effect, approve the True-Up Petition, and authorize the
withdrawal of Xcel’s Rate Case and Interim Rates Petition.

The Energy CENTS Coalition supported Xcel’s True-Up Petition because it would mitigate an
otherwise much larger interim rate increase. The Coalition also urged that the Commission
consider the ability for stakeholders with limited resources to participate in the multiple
simultaneous rate cases and other significant dockets facing the Commission in 2020, and that
approving the True-Up Petition and allowing Xcel to withdraw its rate case filing would allow
those organizations to adequately represent their constituencies.

% Xcel’s True-Up Petition, at 10 —11.
10 Department’s Comments, at 10 (November 18, 2019).
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Fresh Energy did not raise an objection to Xcel’s True-Up Petition, though it urged that if the
Commission were to approve it, the Commission should require Xcel to file a proposal to revise
its general time-of-day service rate design. But Fresh Energy also filed comments as part of the
Clean Energy Organizations that reiterated Fresh Energy’s position about time-of-day rates and
joined with the Energy CENTS Coalition in suggesting that by deferring Xcel’s general rate case
the Commission would allow organizations with limited resources to more fully participate in the
many significant proceedings before the Commission.

The Commercial Group supported the True-Up Petition on the basis that “rates for Xcel
customers in general would be lower under the Petition than under Xcel’s request for interim
rates that it filed in Docket GR-19-564,”!! but recommended that during the approved true-up
extension that “an equal percentage” of the true-up amount be allocated to each rate class. It
asserted that this would result in equity until Xcel’s revenue requirement allocation could be
more closely examined in its next rate case.

The Suburban Rate Authority commented that it did not object to Xcel’s True-Up Petition
subject to two clarifications: (1) that the settlement approved in the prior rate proceeding entailed
an adjustment for certain LED capital costs, and that Xcel had agreed that the LED deferral
would continue in effect during the proposed true-up extension, and (2) by not objecting to
Xcel’s petition, the Suburban Rate Authority would not forego rights under the Stipulation of
Settlement pertaining to the prior rate proceeding.

B. Opposition to Xcel’s True-Up Petition

The following parties and participants opposed Xcel’s petition: the OAG, the Minnesota
Chamber of Commerce, and XLI. Each of these entities recommended that the Commission deny
Xcel’s True-Up Petition and proceed with the general rate proceeding.

1. XLI

XL1 asserted that Xcel’s True-Up Petition is accurately characterized as an extension of the rates
approved in the most recent rate case. In particular, XLI contended that the petition was an
extension of a rate settlement and should be considered under the Minn. Stat. § 216B.16, subd.
1(b), standard for rate case settlements. XLI argued that Xcel has not demonstrated that its
petition is in the public interest and nonprejudicial to ratepayers.

The group pointed to the anticipated effect on rates for the demand class, the effect of continuing
to use 2016 weather-normalization data for calculating the true-up, the absence of a statutory
right to refund of interim rates if the petition is approved, and the fact that expense reductions
that had been identified in the rate case filing would not be incorporated into rates at this time.

2. The Chamber of Commerce

The Chamber of Commerce opposed the True-Up Petition on four separate grounds: (1) the
proposal constitutes piecemeal ratemaking; (2) extending the asymmetrical capital true-up with
an already established baseline could discourage the utility from making necessary and prudent

' Commercial Group Comments, at 1 (November 18, 2019).
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investments; (3) the effect on the demand-metered customer class; and (4) the effect on the
commercial and industrial class.

The Chamber identified adjustments to the sales true-up that, if adopted, could address its
concerns. The Chamber recommended modifications centered on adjusting the allocation of the
true-up in a manner different than provided for in the Company’s approved true-up methodology.

3. The OAG

The OAG focused its comments primarily on the requested adjustments related to nuclear
decommissioning, a matter addressed by separate order in Docket No. E-002/M-17-828. But the
OAG opposed recommendations by the Chamber of Commerce and the Commercial Group to
alter the revenue apportionment of the sales true-up in the absence of a full rate proceeding. The
Office argued that such a determination is complex and should not be made on the record
currently before the Commission.

IV.  Commission Action
A. Granting the True-Up Petition is consistent with applicable law

First, concerning the argument by XLI that the Commission should regard this petition under
Minn. Stat. § 216B.16, subd. 1a, the Commission concludes that the statute does not apply to
these circumstances. Minn. Stat. § 216B.16, subd. 1a, provides a method for the Commission to
consider settlements of all or part of a rate case when “the applicant and all intervening parties
agree.” This is not such a circumstance. Nor is the petition an extension of a prior settlement, as
XLI suggests. Accordingly, the Commission does not adopt the standard offered by XLI for
reviewing Xcel’s petition.

The petition is not offered as a settlement to an existing rate filing, but as an alternative to taking
up a rate proceeding at this time. What Xcel has presented the Commission is a proposal for
maintaining the status quo upon the conclusion of a Commission-approved multiyear rate plan
established under Minn. Stat. § 216B.16, subd. 19.

Minn. Stat. § 216B.16, subd. 19, is silent about how to handle utility rates in the event that a
multiyear rate plan ends absent a new rate determination. But it provides for the Commission to
“by order, establish terms, conditions, and procedures for a multiyear rate plan necessary to
implement this section and ensure that rates remain just and reasonable during the course of the
plan, including terms and procedures for rate adjustment.” The Commission did so in its Order
Establishing Terms, Conditions, and Procedures for Multiyear Rate Plans.!?

The Commission recognized the statute’s silence on what rates might apply at the expiration of a
multiyear rate plan. The Commission’s multiyear rate plan order required that utilities include a
description of their proposal for the rates that would apply after the term of their rate plan ends.!?
Xcel did that in its last multiyear rate plan proposal, proposing that “[r]ates during the final year

12'1n the Matter of the Minnesota Office of the Attorney General — Antitrust and Utilities Division’s
Petition for a Commission Investigation Regarding Criteria and Standards for Multiyear Rate Plans
under Minn. Stat. § 216B.16, subd. 19, Docket No. E,G-999, M-12-587 (June 17, 2013).

3 1d., at 14.
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of the MYRP would remain in effect at the conclusion of the term of the MYRP, unless the
Company files another MYRP 60 days prior to the conclusion of the term and proposes new
interim rates.”!*

Xcel’s True-Up Petition is effectively consistent with the first clause of that proposal: the
petition holds Xcel’s base rates unchanged from the end of its multiyear rate plan, and continues
the true-ups that allowed for adjustments for revenue decoupling, capital expenses, and property
taxes. Accordingly, Xcel’s proposal is consistent with the terms established by the Commission’s
order governing multiyear rate plans, and therefore, consistent with the statute that authorizes the
Commission to establish such terms.

B. Granting the True-Up Petition, including withdrawal of the Rate Case
Petition, is consistent with the public interest.

The chief complication of this analysis is Xcel’s simultaneous filing of its Rate Case and Interim
Rates Petition, which presents the Commission with a unique dilemma: given the two mutually
exclusive filings, the Commission must choose just one to effectuate. The Commission concludes
that, on balance, ratepayers and the public are better served by approving the True-Up Petition.

In reviewing the Commission’s responsibility and authority regarding the two incompatible
filings, the Commission views the pertinent question to be: is it necessary, under the
Commission’s statutory responsibilities, to require Xcel to proceed with a general rate case?

The Commission’s answer to this question is no. The Commission is not persuaded that at this
time it must compel Xcel to undergo a rate proceeding. Continuing the just and reasonable rates
established in the most recent rate case is permissible under the multiyear rate plan statute, and
consistent with the Commission’s prior orders governing multiyear rate plans. No statute
precludes the withdrawal of a utility rate proceeding.!> On this record and under these
circumstances, the Commission does not conclude that a general rate proceeding is presently
necessary to establish just and reasonable rates.

There are several potential risks and benefits to ratepayers with Xcel’s proposal, that the
Commission has considered and weighed. To begin, the Commission has identified several
significant benefits. First, by not undertaking the rate proceeding, ratepayers generally will most
likely experience a smaller rate increase than they would under interim rates. Second, by
continuing the base rates and true-ups that have already been approved, ratepayers would
continue to enjoy the protections the true-ups provide. Examples of this include: (1) the
asymmetrical capital cost true-up would continue to ensure that ratepayers benefit from capital
expense savings but not pay for capital expenses above the baseline; (2) the sales true up caps a
surcharge for lost revenues built into Other Operating Revenues for Commercial and Industrial
customer growth at $9.9 million. Third, ratepayers and the public will be better served by
allowing stakeholders to focus their limited resources on other significant proceedings pending

14 In the Matter of the Application of Northern States Power Company for Authority to Increase Rates for
Electric Service in the State of Minnesota, Xcel’s Initial Filing Vol 2A, 1 of 5 “Policy and Multi-Year
Rate Plan” (November 2, 2015).

15 The Commission can, on its own motion, undertake a review of a utility’s rates. Minn. Stat.
§§ 216A.05, subd. 2(2); 216B.15.
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with the Commission this year.!® Commission decisions depend on rigorous record
development, which results from the participation of a broad array of stakeholders representing
diverse interests.

The Commission acknowledges that some of these factors also have shortcomings and risks; for
example, the ratepayer benefits of deferring Xcel’s rate proceeding to no sooner than 2021 may
not be universal. However, it is impossible to predict with certainty the outcome of a full rate
proceeding or the 2020 sales true-ups; arguments that certain classes of ratepayers would be
better off with a full rate proceeding are speculative and, even if realized, benefits to some
ratepayers are likely to be overwhelmed by detriments to others. And, while there is no certainty
that proceedings before the Commission in 2021 will be easier on participants’ limited resources,
it is unlikely, for example, that pending rate cases in 2021 will match the number pending in
2020. Overall the ratepayer and public interest benefits of granting this True-Up Petition are
more certain and broadly realized, and the risks less significant, than to deny this petition and to
proceed with the rate case.

Therefore, overall, the Commission concludes that the likely benefits of approving the True-Up
Petition outweigh the detriments. The Commission will approve the True-Up Petition,
conditioned on the withdrawal of Xcel’s Rate Case and Interim Rates Petition.

The Commission has reviewed the proposal to withdraw Xcel’s rate case, based on the
information available to the Commission and the arguments that have been made, concludes that
withdrawal would meet the standard for permitting a contested withdrawal.!” Withdrawal would
not contravene the public interest, but rather serves the public interest by deferring a rate
proceeding that is not necessary at this time; withdrawal has not been established to prejudice
any party—arguments concerning prejudice of not undertaking a rate proceeding presume the
outcome of a hypothetical rate proceeding or the outcome of the 2020 sales true-up, which are
too speculative and remote to establish such prejudice; and, for the reasons stated above, the
withdrawal request does not concern a filing that raises issues requiring Commission action.

C. Other issues raised in comments

The Commission will take no action on the revenue apportionment and make no changes to the
current true-up allocation methodology for the 2020 true-ups. The Commission does not believe
this proceeding presents the right circumstance, nor this record an adequate basis, for modifying
the apportionment and allocation determinations that were made in the 2015 MYRP. Those

16 Among other significant proceedings, the Commission has four pending rate proceedings (In the
Matter of the Application by Dakota Electric Association for Authority to Increase Rates for Electric
Service in Minnesota, E-111/GR-19-478; In the Matter of the Application of Great Plains Natural Gas
Co. for Authority to Increase Natural Gas Rates in Minnesota, G-004/GR-19-511; In the Matter of the
Application of Minnesota Power for Authority to Increase Rates for Electric Utility Service in Minnesota,
E-015/GR-19-442; and In the Matter of the Application of CenterPoint Energy Resources Corp dba
CenterPoint Energy Minnesota Gas for Authority to Increase Natural Gas Rates in Minnesota, G-
008/GR-19-524), as well as Xcel’s 2020-2034 resource plan (In the Matter of Xcel Energy’s 2020-2034
Upper Midwest Integrated Resource Plan, E-002/RP-19-368). Three of the pending rate proceedings have
had the deadline for Commission decision extended under Minn. Stat. § 216B.16, subd. 2(f).

17 See Minn. R. 7829.0430.
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decisions are best made, and can only be established to result in just and reasonable rates, in the
context of a fully developed record in a full rate proceeding.

The Commission will, however, require Xcel to file a revised General Time of Day Service rate
design, and will require Xcel to continue the LED capital cost deferral for one more year. The
Commission agrees with the parties that raised these issues that these conditions are necessary to
ensure that approval of the petition is in the public interest.

ORDER

1. Xcel’s request to extend the sales true-up for all customer classes, capital true-up, and
property true-up mechanisms for an additional year is approved, subject to the condition
that Xcel withdraws and does not implement its pending request for a general increase in
rates, in Docket No. E-002/GR-19-564.

2. Xcel shall withdraw its Notice of Change in Rates and Interim Rate Petition, filed on
November 1, 2019, in Docket No. E-002/GR-19-564.

Xcel shall not file a rate case prior to November 1, 2020.

4. Xcel shall file a proposal to revise its General Time of Day Service rate design to be
more reflective of hourly system costs and to send price signals that will reduce peak
demand and increase system utilization by January 17, 2020.

5. Xcel shall continue the LED Deferral for one additional year.

6. Xcel shall submit revised tariff language and any other documentation as needed to
demonstrate compliance with the Commission’s order in this docket.

7. The Commission delegates authority to the Commission’s Executive Secretary to vary
time periods and approve notices for the duration of the proceeding in this docket and any
proceeding that stems from this matter.

8. This order shall become effective immediately.

BY ORDER OF THE COMMISSION

A) M A

Will Seuffert
Executive Secretary

This document can be made available in alternative formats (e.g., large print or audio) by calling
651.296.0406 (voice). Persons with hearing or speech impairment may call using their preferred
Telecommunications Relay Service or email consumer.puc(@state.mn.us for assistance.
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CERTIFICATE OF SERVICE

I, Robin Rice, hereby certify that | have this day, served a true and correct copy of the
following document to all persons at the addresses indicated below or on the attached list
by electronic filing, electronic mail, courier, interoffice mail or by depositing the same
enveloped with postage paid in the United States mail at St. Paul, Minnesota.

Minnesota Public Utilities Commission
ORDER APPROVING TRUE-UPS AND REQUIRING XCEL TO WITHDRAW ITS
NOTICE OF CHANGE IN RATES AND INTERIM RATE PETITION

Docket Number
E-002/M-19-688

Dated this 13™" day of March, 2020

/s/ Robin Rice
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

Katie J. Sieben Chair
Valerie Means Commissioner
Matthew Schuerger Commissioner
John A. Tuma Commissioner
In the Matter of the Petition of Northern ISSUE DATE: March 13, 2020
States Power Company for Approval of the
2019 — 2021 Triennial Nuclear DOCKET NO. E-002/M-17-828
Decommissioning Study and Assumptions
ORDER ACCEPTING FILING,
ESTABLISHING ACCRUAL
AMOUNTS, AND AUTHORIZING
IMPLEMENTATION DELAY

PROCEDURAL HISTORY

On December 1, 2017, Northern States Power Company d/b/a Xcel Energy (Xcel) filed its
2019-2021 Triennial Nuclear Plant Decommissioning Accrual Petition and, on April 1, 2018,
corrections to the filing.

On January 7, 2019, the Commission issued its Order Approving Decommissioning Study,
Decommissioning Accrual, and Taking Other Action (the January 2019 Order) which set the
annual decommissioning and end-of-life nuclear fuel accruals starting in 2020 at $44.4 million
and $2,003,526, respectively. Both accruals were subject to revision based on a subsequent
accrual filing to be made on July 15, 2019, that updated inputs and considers the possible
implications of:

e Department of Energy continuing refunds for dry cask storage during the
decommissioning process;

e The use of the SAFSTOR decommissioning method; and

e The possible use of third-party contractors for nuclear decommissioning.

On July 15, 2019, Xcel made its compliance filing proposing to reduce the annual
decommissioning accrual to $22.8 million and increase the end-of-life nuclear fuel accrual to
$2,029,394.

On August 19, 2019, the Minnesota Department of Commerce (Department) filed comments
recommending an annual decommissioning accrual to $27.4 million, a correction to the end-of-
life nuclear fuel accrual and requesting additional information before making its end-of-life
nuclear fuel accrual recommendation.
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Also on August 19, 2019, the Minnesota Office of the Attorney General—Residential Utilities
and Antitrust Division (OAG) filed comments recommending that the annual decommissioning
accrual remain at $44.4 million.

In its August 29, 2019 reply comments, Xcel agreed with the Department’s recommendation to
set the annual decommissioning accrual at $27.4 million, responded to the Department’s request
for information related to the end-of-life nuclear fuel accrual calculation, and revised that accrual
calculation to $2,087,026.

On November 1, 2019, Xcel filed a new multi-year rate plan (the Rate Case and Interim Rates
Petition).! On the same date, the Company filed an alternative proposal (the True-Up Petition)
that, if approved, would result in the Company withdrawing its rate plan.? In the alternative
proposal, Xcel requested that the Commission delay any increase to the Nuclear
Decommissioning Trust (NDT) accrual until January 1, 2021, or, alternatively, approve a
deferral that would allow the Company to fund the revised 2020 accrual and defer the increase so
that Xcel could recover that amount in a future rate case.

On December 12, 2019, the Commission met to consider the matter.

FINDINGS AND CONCLUSIONS
I Summary of Commission Action

In this order the Commission will accept Xcel’s July 15 compliance filing, determine the
decommissioning and end-of-life nuclear fuel accruals, and authorize that the increase in the
annual decommissioning accrual amount occur on January 1, 2021. The Commission will also
require Xcel to file additional information about its investment decisions for these funds.

II. Xcel’s July 15 Compliance Filing

In its January 2019 Order, the Commission approved “a $44.4 million Annual Decommissioning
Accrual, subject to possible revision based on a subsequent accrual filing to be made on
July 15, 2019 that updates inputs and considers the possible implications of:

e Department of Energy continuing refunds for dry cask storage during the
decommissioning process;
e The use of the SAFSTOR decommissioning method; and

e The possible use of third-party contractors for nuclear decommissioning.”

! See 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-19-564.

2 See In the Matter of the Petition of Northern States Power Company d/b/a Xcel Energy, for Approval of
True-Up Mechanisms, Docket No. E-002/M-19-688.

3] anuary 2019 Order, at 10.
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In its July 15 compliance filing, Xcel addressed the revision to the annual decommissioning
accrual that the Commission alluded to. Xcel discussed the effects of each of the factors and
recommended an annual decommissioning accrual of $22.8 million, but also acknowledged that,
based on different assumptions, the Commission could reasonably set the annual accrual at about
$27 million.

Specifically, Xcel discussed its probability of recovering decommissioning costs through
reimbursements from the US Department of Energy (DOE), through the end of the
decommissioning period.* Xcel stated that it currently receives approximately 90%
reimbursement after certain costs are disallowed as being outside the scope of the contract. Xcel
reviewed the likelihood that it would continue to receive reimbursement at the same rate in the
future, and recommended that the Commission consider 75% and 90% reimbursement as
“guideposts.” Xcel based its $22.8 million annual accrual recommendation on the midpoint
between them. The approximately $27 million alternative would reflect a 75% reimbursement
scenario.

Xcel also recommended an end-of-life nuclear fuel accrual of $2,029,394. The end-of-life
nuclear fuel accrual provides funding to manage the unused nuclear fuel in the reactor at the end
of the plants’ license, which would otherwise be an expense imposed on ratepayers entirely at the
time of the plants’ retirement.

III.  Xcel’s Request to Delay Accrual Adjustment

In its True-Up Petition, Xcel requested

Commission approval to delay any increase to the Nuclear
Decommissioning Trust (“NDT”) accrual until January 1, 2021,
or—alternatively—approval of an actual deferral so the Company
can fund the increased accrual in 2020 and recover that expense in
a future rate case.’

Xcel stated that approval of this request, together with three true-up requests, would allow Xcel
to leave its base rates unchanged in 2020 and withdraw its Rate Case and Interim Rates Petition.

IV.  Parties’ Comments
A. The Department

The Department reviewed Xcel’s filing and concluded that it addressed the concerns identified
by the Commission in the January 2019 Order. The Department found Xcel’s proposal

4 The federal government entered contracts with Xcel to assume responsibility for spent nuclear fuel and
high-level radioactive waste. Xcel currently receives payments under a settlement agreement with the
Department of Energy (DOE), allowing Xcel to recover damages for the federal government’s failure to
take possession of spent nuclear fuel as agreed.

3 In the Matter of the Petition of Northern States Power Company d/b/a Xcel Energy, for Approval of
True-Up Mechanisms, Docket No. 19-688, Petition for Approval of True-Up Mechanisms
(November 1, 2019).
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reasonable in large part but recommended that the Commission base the decommissioning
accrual on an assumption of recovery of 75% of DOE reimbursements. Thus, the Department
supported an annual nuclear decommissioning accrual of $27.4 million. However, the
Department recommended that Xcel be required to provide additional information about how
nuclear decommissioning accrual investment decisions are made.

The Department also identified an erroneous input in Xcel’s end-of-life nuclear fuel accrual.
Xcel recalculated its proposed accrual amount at the Department’s request and increased the
accrual amount by $57,632, to $2,087,026.

Finally, the Department stated that while it is unlikely that the nuclear decommissioning annual
accrual would meet deferred accounting criteria, it would support delaying the adjustment until
January 1, 2021. The Department reasoned that it would allow Xcel to match the accrual
increase® to an expected 2021 rate increase.

B. The OAG

The OAG recommended that the Commission apply the more conservative 75% DOE
reimbursement assumption for calculating the annual decommissioning accrual. In the OAG’s
view the more conservative approach would better protect ratepayers than Xcel’s proposed
calculation.

The OAG also emphasized that its preference would be to neither delay nor authorize deferral of
the revised accrual amounts, but if the Commission determined that delay or deferral were
necessary, it would prefer delay to deferral.

V. Commission Action

Having reviewed Xcel’s filing, the Commission will accept Xcel’s July 15 compliance filing as
consistent with the Commission’s January 2019 Order.

The Commission agrees with the Department and the OAG that, to best protect ratepayers, a
more conservative estimate of future DOE reimbursements should be built into the
decommissioning accrual calculations. Accordingly, the Commission will approve a
decommissioning accrual of $27,418,421 to go into effect on January 1, 2021.” The Commission
will also approve the annual end-of-life nuclear fuel accrual amount of $2,087,026, which will
also take effect on January 1, 2021.

The January 1, 2021 start date will allow implementation of the adjustments to coincide with
Xcel’s next anticipated rate case filing, and will avoid the need to address the question of

® The Commission approved an annual decommissioning accrual of $44.4 million in the January Order,
but that accrual amount has not yet taken effect. Xcel’s rates currently incorporate an accrual amount of
$14,030,831. So, though a $27.4 million accrual would be an overall decrease in the approved annual
accrual amount, it would be an increase in the amount built into Xcel’s rates.

7 The 2021 implementation is required for consistency with the Commission’s order in In the Matter of
the Petition of Northern States Power Company d/b/a Xcel Energy, for Approval of True-Up Mechanisms,
Docket No. E-002/M-19-688, issued on this date.
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deferred accounting in this proceeding. Xcel’s next triennial nuclear decommissioning filing is
due December 1, 2020, so the Commission will soon have another opportunity to examine and, if
necessary, adjust the approved annual accrual amounts.

Finally, the Commission will adopt the Department’s recommendation to require Xcel to more
fully describe the manner in which it makes decisions about the investment of the NDT,
including the matters listed in the ordering paragraphs. This will help stakeholders and the
Commission better understand the investment outcomes being achieved and potentially identify
opportunities for improvement.

ORDER
l. Xcel’s July 15, 2019 filing complies with the Commission’s January 7, 2019 Order and is
accepted.
2. Reduce the annual decommissioning accrual to $27.4 million, effective January 1, 2021.
3. Increase the annual end-of-life nuclear fuel accrual to $2,087,026, effective

January 1, 2021.
4, Xcel may delay any increase from the current $14,030,831 until January 1, 2021.

5. By March 11, 2020, Xcel shall provide, the following information and work with the
Department to explain how these processes work:

e Fully describe exactly what information and analysis Goldman Sachs provides
and how the NDT Committee evaluates that information within the framework of
its fund strategy to make allocation decisions to optimize the NDT’s risk/return
profile.

e Fully describe how Xcel’s NDT Committee evaluates changes in expected long-
term returns and volatility in particular asset classes in its allocation decisions.

e Fully describe how the Company:
0 decides whether to pursue an active or passive strategy within that asset class,

o selects one or more investment managers to manage the NDT’s investments in
U.S. large capitalization equities,

monitors the performance of the managers it has selected,
determines whether to retain or replace those managers, and

manages its capital gains tax liability across its entire portfolio to minimize its
capital gains tax liability, and

0 ensures that ratepayers fully benefit from Xcel’s minimization of capital gains
tax liability.
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e Fully explain how these decisions impact expenses associated with manager
turnover and asset turnover, as well as tax expense.

6. This order shall become effective immediately.

BY ORDER OF THE COMMISSION

A S

Will Seuffert
Executive Secretary

This document can be made available in alternative formats (e.g., large print or audio) by calling
651.296.0406 (voice). Persons with hearing or speech impairment may call using their preferred
Telecommunications Relay Service or email consumer.puc(@state.mn.us for assistance.
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CERTIFICATE OF SERVICE

I, Robin Rice, hereby certify that | have this day, served a true and correct copy of the
following document to all persons at the addresses indicated below or on the attached list
by electronic filing, electronic mail, courier, interoffice mail or by depositing the same
enveloped with postage paid in the United States mail at St. Paul, Minnesota.

Minnesota Public Utilities Commission
ORDER ACCEPTING FILING, ESTABLISHING ACCRUAL AMOUNTS, AND

AUTHORIZING IMPLEMENTATION DELAY

Docket Number
E-002/M-17-828

Dated this 13™ day of March, 2020

/s/ Robin Rice
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Formula-type Procedures for Development of
Amounts of Power Sales

Formula-type Procedures for Development of
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Formula-type Procedures for Development of Unit
Rates for Power Sales
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Rates for Energy Sales

Formula-type Procedures for Development of
Demand Related Costs

Formula-type Procedures for Development of
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Specification of Rate of Return on Common Equity
Specification of Average Monthly Peak Demands
Specification of Depreciation Rates

Specification of Demand and Energy Classification
of Production Expenses
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Agreement to Coordinate Planning and Exhibit I
Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
AMOUNTS OF POWER SALES

The Monthly amounts of sales of power by each Party to the other Party shall be determined as
follows:

A - NSP(Minn) Power Sales (PS) to NSP(Wis):

PS to NSP(Wis) = NSP(Minn) Demand x NSP(Wis) Demand
System Demand

B - NSP(Wis) Power Sales (PS) to NSP(Minn):

PS to NSP(Minn) = NSP(Wis) Demand x NSP(Minn) Demand
System Demand

Where:

"PS" is the amount of power sold in MW by the selling Party to the purchasing Party in the
billing month.

"Demand" is each Party's billing demand in MW's based on the average of 36 Monthly
Coincident Peaks; including 18 months on historical peaks and 18 months of forecasted
peak data for the year of application. The measured monthly coincident peak demands
shall be adjusted by a Transmission Loss Multiplier. Historical peak data may be
adjusted to reflect known significant load changes over 10 MW by agreement of the
Parties.

"Transmission Loss Multipliers" are equal to:

0.967-963 for NSP(Minn)
0.945-952 for NSP(Wis)

"System Demand" equals NSP(Minn) Demand + NSP(Wis) Demand

Exhibit VIII shows an example of the development of the power sales.



Docket No. EL22-_
ER21-1401 Interchange Agreement 031521 (NSP)
Page 68 of 169

Agreement to Coordinate Planning and Exhibit II
Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
AMOUNTS OF ENERGY SALES

The monthly amounts of sales of energy by each Party to the other Party shall be determined as
follows:

A - NSP(Minn) Energy Sales (ES) to NSP(Wis):

ES to NSP(Wis) = NSP(Minn) Energy Requirements x NSP(Wis) Energy Requirements
System Energy Requirements

B - NSP(Wis) Energy Sales (ES) to NSP(Minn):

ES to NSP(Minn) = NSP(Wis) Energy Requirements x NSP(Minn) Energy Requirements
System Energy Requirements

Where:

"ES" is the amount of energy sold in Mwh's by the selling Party to the purchasing Party in the
billing month.

"Energy Requirements" are each Party's billing requirements in Mwh's for the current month,
excluding energy requirements fulfilled by energy resources required by certain state
energy policies or statutes that are direct assigned to participating customers for
ratemaking purposes. " The measured monthly energy requirements shall be adjusted by a
Transmission Loss Multiplier.

"Transmission Loss Multipliers" are equal to:

0.966-964 for NSP(Minn)
0.948-951 for NSP(Wis)

"System Energy Requirements" equals the total of NSP(Minn) and NSP(Wis) Energy
Requirements.

" Including, but not limited to, the NSP (Minn) Windsource® program.



Docket No. EL22-_
ER21-1401 Interchange Agreement 031521 (NSP)
Page 69 of 169

Agreement to Coordinate Planning and Exhibit III
Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
UNIT RATES FOR POWER SALES

The monthly unit rates for the sales of megawatts of power by each Party to the other Party shall
be determined as follows:

A - NSP(Minn) Demand Rate for sales to NSP(Wis):

DR to NSP(Wis) = NSP(Minn) Demand Costs
NSP(Minn) Demand

B - NSP(Wis) Demand Rate for sales to NSP(Minn):

DR to NSP(Minn) = NSP(Wis) Demand Costs
NSP(Wis) Demand

Where:

"DR" is the monthly unit demand rate (rate in dollars per MW) for power sales by each Party to
other Parties.

"Demand Costs" are the demand related costs developed for each Party for the billing month
under Exhibit V.

"Demand" is each Party's billing demand in MW's based on the average of 36 Monthly
Coincident Peaks; including 18 months of historical peaks and 18 months of forecasted peak data
for the year of application. The measured monthly coincident peak demands shall be adjusted by
a Transmission Loss Multiplier. Historical peak data may be adjusted to reflect known
significant load changes over 10 MW by agreement of the Parties.

"Transmission Loss Multipliers" are equal to:

0.967-963 for NSP(Minn)
0.945-952 for NSP(Wis)
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Agreement to Coordinate Planning and Exhibit IV
Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
UNIT RATES FOR ENERGY SALES

The monthly unit rates for the sales of megawatts of power by each Party to the other Party shall
be determined as follows:

A - NSP(Minn) Energy Rates for sales to NSP(Wis):

ER to NSP(Wis) = NSP(Minn) Energy Costs
NSP(Minn) Energy Requirements

B - NSP(Wis) Energy Rates for sales to NSP(Minn):

ER to NSP(Minn) = NSP(Wis) Energy Costs
NSP(Wis) Energy Requirements

Where:

"ER" is the monthly unit energy rate (rate in dollars per Mwh) for energy sales from each Party to
the other Parties.

"Energy Costs" are each Party's energy costs for the billing month, including the carrying costs on
Electric Production Fuel Stock balances recorded in FERC Accounts 151 and 152 included at 100
percent of the average of the monthly balances in the accounts.

"Energy Requirements" are each Party's billing requirements in MWH's for the current month
excluding energy requirements fulfilled by energy resources required by certain state
energy policies or statutes that are direct assigned to participating customers for
ratemaking purposes.” The measured monthly energy requirements shall be adjusted by a
Transmission Loss Multiplier.

"Transmission Loss Multipliers" are equal to:

0.966-964 for NSP(Minn)
0.948-951 for NSP(Wis)

" Including, but not limited to, the NSP (Minn) Windsource® program.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
DEMAND RELATED COSTS

The demand related cost used in Exhibit III shall be those developed on line 23 of this exhibit.

DEVELOPMENT OF RATE BASE NSP(Minn) NSP(Wis)

1. Electric Plant in Service (Sched. 1)

1.1 Pre-funded Allowance for Funds Used during Construction (Sched. 1.1)

1.2 Electric Plant Acquisition Adjustments (Sched. 1.2)

2. Accumulated Provision for Depreciation (Sched. 2)

2.1 Accumulated Provision for Amortization of Electric Plant Acquisition
Adjustments (Sched. 2.1)

3 Net Electric Plant in Service

4 Deduct: Accumulated Deferred Income Taxes (Sched. 3)

5. Add: Plant Held for Future Use (Sched. 4)

6. Add: Electric Construction Work in Progress (Sched. 4.1)

6

7

A Add: Accumulated Amortization of Theoretical Reserve Surplus (Sched. 4.2)
Rate Base (Total lines 1 through 6.1)

COST OF SERVICE - DEMAND RELATED

A. Fixed Charges on Investment

8. Return on Rate Base at Specified Rate of Return (Sched. 6)

9. Income Taxes (Sched. 7)

10. Depreciation & Amortization Expense (Sched. 8)

10.1 Theoretical Reserve Surplus Amortization Expense (Sched. 8.1)

10.2 Prairie Island Extended Power Uprate Amortization Revenue Requirement
(Sched. 8.2)

10.3 Monticello Life Cycle Management / Extended Power Uprate Project Return on Rate
Base Adjustment (Sched. 8.3)

10.4 Benson Power Termination Amortization Revenue Requirement (Sched. 8.4)

11. Deferred Income Taxes (Sched. 9)

12. Property Taxes (Sched. 10)

13. Insurance (Sched. 11)

13.1 Carrying Cost on Demand-Related Deferred Nuclear Refueling Outage Costs

14. Total Fixed Charges (Total lines 8 through 13.1)

B. Fixed Power Production and Regional Market Expense

15. Fixed Operating and Maintenance Expense (Sched. 12 and 12.1)
16. Net Purchased Power Demand Costs (Sched. 13)

17. Production System Control & Load Dispatching (Sched. 14)

18. Credits for Production Related Services (Sched. 16)

19. Total Fixed Power Production Expense (Total lines 15 through 18)
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
DEMAND RELATED COSTS

C. Fixed Transmission Expense

20. Operation and Maintenance Expense (Sched. 15)
21. Credits for Transmission Related Services (Sched. 17)
22. Total Fixed Transmission Expense (Total lines 20 through 21)

23. Total Month's Demand Related Costs (Total lines 14, 19 and 22)
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 1

ELECTRIC PLANT IN SERVICE

Electric Plant In Service included for the determination of charges among the Parties shall include
the average monthly balances of gross plant at original cost. The following FERC Accounts shall
be included:

1. Intangible Plant Investment
Water power and nuclear plant relicensing investment recorded in FERC Account
302. Intangible software directly related to the production and transmission
functions recorded in FERC Account 303 and as agreed among the Parties.

2. Production Plant Investment
Production plant investment recorded in FERC Accounts 310 through 348.

3. Nuclear Fuel Plant Investment
Nuclear fuel investment included in FERC Accounts 120.2, 120.4 and 120.6.

4. Transmission Plant Investment
Transmission plant investment recorded in FERC Accounts 350 through 359.
Transmission substations having facilities which jointly serve the transmission and
distribution functions are inventoried and priced according to the function served.
The original cost value of the distribution facilities are excluded from these
accounts for the purpose of this Agreement.

5. Distribution Substation Plant Investment
Distribution substation plant investment recorded in FERC Accounts 360, 361 and
362. Distribution substations having facilities which jointly serve the distribution
and transmission functions are inventoried and priced according to the function
served. The original cost value of only the facilities which serve a transmission
function are included for the purposes of this Agreement.

6. General Plant Investment
System control and load dispatching plant investment recorded in FERC Account
397. System control and load dispatching equipment is analyzed as to the function
it serves. The original cost value of the equipment serving the production and
transmission functions is included for the purposes of this Agreement.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 1.1

PRE-FUNDED ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION

Pre-funded Allowance for Funds Used during Construction (AFUDC) is an offsetting AFUDC
calculation incorporating the effect of specific regulation whereby customers of a particular
jurisdiction are paying for the financing costs during the construction phase of a project. Pre-
funded AFUDC is accumulated in FERC Account 253. The amounts included to determine the
charges among the Parties shall include those FERC jurisdictional amounts related to the
transmission function whereby a current return is earned through the Midcontinent Independent
System Operator, Inc.’s (MISO) application of FERC Order 679 under Attachment O-NSP and
Attachment GG and MM of the MISO Open Access Transmission, Energy and Operating
Reserve Markets Tariff.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 1.2

ELECTRIC PLANT ACQUISITION ADJUSTMENTS

Electric Plant Acquisition Adjustments is recorded in FERC Account 114. The amounts included
to determine the charges among the Parties shall include those amounts related to the production
function and as agreed among the Parties.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 2

ACCUMULATED PROVISION FOR DEPRECIATION

Accumulated Provision for Depreciation for Electric Plant in Service and Nuclear Fuel is
recorded in FERC Accounts 108 and 120.5, respectively. Accumulated provision for
amortization of electric utility plant is recorded in FERC Account 111.

These accounts are classified to the intangible, production, nuclear fuel, transmission,
distribution and general functions of plant and the amounts are calculated based upon the
original cost of the plant. The annual charge to the accumulated provisions for
depreciation reflects the annual depreciation provisions, book cost of plant retired, cost of
removal and salvage credit.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 2.1

ACCUMULATED PROVISION FOR AMORTIZATION OF ELECTRIC PLANT
ACQUISITION ADJUSTMENTS

Accumulated Provision for Amortization of Electric Plant Acquisition Adjustments is recorded in
FERC Account 115. The amounts included to determine the charges among the Parties shall
include those amounts related to the production function and as agreed among the Parties.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 3

ACCUMULATED DEFERRED INCOME TAXES

Accumulated Deferred Income Taxes included in FERC Accounts 190 and 281-283 are classified
to the intangible, production, nuclear fuel, transmission, distribution and general plant functions
in the same detail as the original cost of the plant in service.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 4

PLANT HELD FOR FUTURE USE - LAND

Land Plant Held for Future Use if recorded in FERC Account 105. The amounts included to
determine the charges among the Parties shall include those amounts related to the production and
transmission functions. These amounts shall be included at 100% of the average monthly
balances as recorded on the Company's books and records.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 4.1

ELECTRIC CONSTRUCTION WORK IN PROGRESS

Electric Construction Work in Progress is recorded in FERC Account 107. Electric
Construction Work in Progress included for the determination of charges among the
Parties shall include the average monthly construction expenditure balance limited to the
net FERC jurisdictional portion of transmission projects that earn a current return through
the Midcontinent Independent System Operator, Inc.’s (MISO) application of FERC
Order 679 under Attachment O-NSP and Attachments GG and MM of the MISO Open
Access Transmission, Energy and Operating Reserve Markets Tariff (Tariff) and
excluding AFUDC incurred post project eligibility as approved by FERC under the
MISO Tariff.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 4.2

ACCUMULATED AMORTIZATION OF THEORETICAL RESERVE SURPLUS

Accumulated Amortization of Theoretical Reserve Surplus is recorded in FERC Account 182.3 in
accordance with the Minnesota Public Utilities Commission (MPUC) decision (MPUC Docket
No. E002/GR-12-961, order dated September 3, 2013) to amortize the NSP (Minn) theoretical
reserve surplus (as developed in the table below) beginning January 1, 2013 over a period other
than the average remaining life. The NSP (Wis) portion of the theoretical reserve surplus is
$26,674,271.

In the NSP (Minn) 2014 test year Minnesota retail electric rate case (MPUC Docket No.
E002/GR-13-868, order dated May 8, 2015), the MPUC approved the balance of the remaining
theoretical reserve surplus for transmission, distribution, intangible and general functions of plant
to be amortized in a pattern of 50 percent for 2014, 30 percent for 2015, and 20 percent for 2016.
The regulatory asset set-up was completed at the end of 2016 as detailed in the table below.

In the NSP (Minn) 2017 Annual Review of Remaining Lives (MPUC Docket No. E,G002/D-17-
147, order dated February 8, 2018), the MPUC approved the amortization rates of the regulatory
asset created through the amortization of the NSP (Minn) theoretical reserve surplus, effective
January 1, 2017.

The accumulated amortization amounts are based on the schedule provided in Exhibit V,
Schedule 8.1.

Balances as of 12/31/2016
NSP (Minn)
State of
Total NSP Minnesota
(Minn) Actual to Actual to NSP (Wis) Actual
Theoretical Theoretical to Theoretical
Reserve Reserve Reserve
Functional Class Difference Difference Difference
Intangible 1/ $417,044 $365,054 $0
Transmission 200,466,880 149,597,398 26,645,321
Distribution 2/ 109,362,353 109,362,353 18,051
General 6,727,378 5,888,716 10,899
Total Electric
Utility $316,973,655 $265,213,520 $26,674,271
Notes:

1/ No Intangible reserve to NSP (Wis).
2/ Distribution reserve difference included under “NSP (Wis) Actual to Theoretical Reserve
Difference” relates to Distribution serving system generation.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 5

OTHER

The proceeds of U.S. Environmental Protection Agency (EPA) emission allowance auctions
recorded in FERC 411.8 and collected by either company shall be allocated annually as a credit to
such Party's Demand Costs in Exhibit III.

In the event either Party experiences a new type of cost not anticipated by this Exhibit V, the cost
shall be allocated as a Demand Cost or Energy Cost in a manner consistent with the FERC
Uniform System Accounts in effect from time to time.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 6
RETURN ON RATE BASE

The return on rate base shall be the overall rate of return developed from the long term debt
and preferred stock costs (if any) determined according to this schedule and the rate of return
on equity specified in Exhibit VII. The capital structure for NSP(Minn) and NSP(Wis) and the
appropriate cost rates shall be determined for each calendar year in the following steps:

The debt and preferred stock (if any) of NSP (Minn) and NSP(Wis) is directly assigned to each
company. The cost rates for these components of the capital structure are the actual cost rates of
each company's debt and preferred stock (if any) determined in accordance with FERC regulatory
principles. The retained earnings portion of each company's common equity is also directly
assigned to the such company. Each company's equity capital shall equal total capitalization less
the debt and preferred stock (if any) directly assigned. The return on equity derived pursuant to
this Schedule 6 and provided for in Exhibit VII is used as the cost of the subsidiary's retained
earnings.

Unless otherwise agreed and accepted for filing by FERC, the cost rate for common equity for
NSP(Minn) and NSP(Wis) will be equal. The capitalization ratios and cost rates for debt and
preferred stock (if any) will be distinct between companies based on their specific level and cost
of financing.

Equity Return:

By December 15 of each year, the NSP Companies shall file a revised Exhibit VII containing a
rate of return on common equity equal to the quarterly adjusted generic return on common equity
promulgated by FERC for effectiveness on November 1 of that year. See, Generic Determination
of Rate of Return on_Common Equity for Public Utilities, Docket No. RM84-15-000, Order No.
420, issued May 20, 1985. No filing shall be required if the quarterly adjusted generic rate of
return effective on November 1 is the same as the quarterly adjusted generic rate of return
effective on November 1 of the previous year. In making such filing, the NSP Companies shall
request that the revised Exhibit VII shall be made effective as of January 1 of the year following
the filing and shall request waiver of the 60 day notice-of-filing period to achieve such effective
date. After the revised Exhibit VII has been allowed to become effective, the NSP Companies
shall make such payments among themselves as may be required to adjust billings for sales made
on and after the date that the filing is permitted to become effective. Such payments among the
NSP Companies shall be with interest at the rate provided in the Commission's regulations.

Within 30 days of the filing of a revised Exhibit VII, the NSP Companies shall have the right to
petition the Commission for a determination that the NSP Companies' risks are sufficiently above
or below industry average risks to warrant a rate of return on common equity above or below the
generic rate of return on common equity contained in such filing. The proponent of any departure
from the generic rate of return on common equity contained in the filing shall bear the burden of
justifying the departure.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 6

If the Commission after hearing on the record finds that a departure is justified, it shall establish a
just and reasonable rate of return on common equity for the pertinent calendar year. Such rate of
return on common equity shall be made retroactively effective as of January 1 of the pertinent
calendar year, and the NSP Companies shall make such payments among themselves as may be
required to adjust billings for sales made on and after that date to the rate of return on common
equity determined by the Commission for the calendar year.

If, for whatever reason, FERC ceases to issue or fails to issue a quarterly adjusted generic rate of
return on common equity effective for November 1 of a year, the NSP Companies shall file with
FERC by December 15 of the year, or such date after January 1 determined by the Coordinating
Committee, either a revised Exhibit VII or the existing Exhibit VII with a request that it be
allowed to become effective as of January 1 of such year. The rate of return on common equity
proposed in a filing shall be in the NSP Companies' sole discretion. NSP shall bear the burden of
justifying any increase or decrease in the rate of return on common equity. The NSP Companies
shall request that any determination by FERC on such filing shall be made effective as of January
1 of the year of the filing, and the NSP Companies shall make such payments among themselves
as may be required to adjust billings for sales made on or after the effective date of the
determination. Such payments among the NSP Companies shall be with interest at the rate
provided in the Commission's regulations.
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COMPUTATION OF FEDERAL AND STATE INCOME TAXES

The Federal and State Income Taxes shall be computed as follows:

1. Required Return on Rate Base (Schedule 6)

2. Add: Book Depreciation and Amortization (Schedule 8)

3. Provision for Deferred Income Taxes (Schedule 9)

4. Deduct: Investment Tax Credit Flow Through (Schedule 7, Page 3 of 3)
5. Income Tax Depreciation (Schedule 7, Page 3 of 3)

6. Interest Expense (Schedule 7, Page 3 of 3)

7. Preferred Dividend Credit (if any) (Schedule 7 Page 3 of 3)

8. Income Tax Base

9. Preliminary Income Taxes @ Income Tax Conversion Factor (1)

10. Deduct: Investment Tax Credit Flow Through (Line 4)
11. Preferred Dividend Credit (Line 7)

12. Federal and State Income Taxes

(1) Composite Tax Rate (2)
1 - Composite Tax Rate (2) = Income Tax Conversion Factor

2) Composite Federal and State Income Tax Rate as determined in
accordance with Schedule 7, Page 2 of 3.
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DETERMINATION OF FEDERAL AND STATE COMPOSITE INCOME TAX RATES

Let: = Federal Income Tax Rate

Minnesota State Income Tax Rate

North Dakota State Income Tax Rate
South Dakota State Income Tax Rate

= Wisconsin State Income Tax Rate
Michigan State Single Business Tax Rate

= Net Income After Net Deductions But Before Income Taxes

zZzwozm
I

NSP Company (Minnesota)

Only Minnesota and Federal Income Taxes:

M= N
F=_ 35 0O
M+F= N)

Only North Dakota and Federal Income Taxes:
F = N)
D = N)
F+D= N)

Only South Dakota and Federal Income Taxes:
S+F= (N)

NSP Company (Minnesota): Combined Minnesota, North Dakota, South Dakota
M+D+S+F= N)

NSP Company (Wisconsin):

Wisconsin, Michigan and Federal Income Taxes

w=__MN
MI=  (N)
F=__ 556500
W +MI+F = N)

Notes: 1. Investment Tax Credit and Surtax Credits are ignored in all formulas.

2. State Income Taxes are deductible from Federal Taxable Income.
Federal Income Tax is deductible from North Dakota Taxable Income.
Federal Income Tax is not deductible from Minnesota or Wisconsin Taxable Income.
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DEDUCTIONS FOR COMPUTATION OF FEDERAL AND STATE INCOME TAXES

Investment Tax Credit Flow Through

The Investment Tax Credit Flow Through is recorded in FERC Account 411.4. The amounts
included for the calculation of income taxes are those amounts attributable to the plant investment
related to the production, nuclear fuel, transmission, distribution and general plant as
functionalized.

Income Tax Depreciation

Income Tax Depreciation allowable for the calculation of Federal and State income taxes is based
upon the plant investment related to production, nuclear fuel, transmission, distribution and
general plant as functionalized.

Interest Expense

Interest costs associated with debt recorded in FERC Accounts 221-224 is used to calculate the
embedded cost of debt. The embedded cost of debt times the debt ratio as determined on Exhibit
V, Schedule 6, applied to the rate base determines the interest expense deduction for income
taxes.

Preferred Dividend Credit

A Preferred Dividend Credit (if any) is allowed on certain preferred stock issues in accordance
with Section 247 of the Internal Revenue Code. This credit is reflected in the calculation of
income taxes.
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DEPRECIATION AND AMORTIZATION EXPENSE

Depreciation expense and depreciation expense for asset retirement costs are recorded in FERC
Account 403 and 403.1, respectively by the plant functional classifications. Depreciation rates
used to calculate the depreciation expense for the original cost of plant as classified by functions
for this Agreement are shown on Exhibit IX - Specification of Depreciation Rates.

Amortization expense included to determine the charges among the Parties are recorded in FERC
Accounts 404, 405, 406, and 407.
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THEORETICAL RESERVE SURPLUS AMORTIZATION EXPENSE

NSP (Minn)’s demand related cost of service used in determining billings to NSP (Wis) shall
include the following annual amounts related to the theoretical reserve surplus. Theoretical
Reserve Surplus Amortization Expense included in determining the charges among the Parties is
recorded in FERC Account 407.4 (creation of Regulatory Asset) and FERC Account 407.3
(amortization of Regulatory Asset) by the plant functional classifications.

In the NSP (Minn) 2013 test year Minnesota retail electric rate case (MPUC Docket No.
E002/GR-12-961, order dated September 3, 2013), the MPUC approved the amortization of the
theoretical reserve surplus over a period other than the average remaining life. The NSP (Wis)
portion of the theoretical reserve surplus is $26,674,271.

In the NSP (Minn) 2014 test year Minnesota retail electric rate case (MPUC Docket No.
E002/GR-13-868, order dated May 8, 2015), the MPUC approved the accelerated amortization of
the theoretical reserve surplus. Specifically, the MPUC approved the balance of the remaining
theoretical reserve surplus for transmission, distribution, intangible and general functions of plant
be amortized in a pattern of 50 percent for 2014, 30 percent for 2015, and 20 percent for 2016.
Please refer to Exhibit V, Schedule 4.2. As of December 31, 2016, the theoretical reserve surplus
was fully amortized.

In the NSP (Minn) 2017 Annual Review of Remaining Lives (MPUC Docket No. E,G002/D-17-
147, order dated February 8, 2018), the MPUC approved the amortization rates to unwind the
Regulatory Asset created through the amortization of the theoretical reserve surplus, effective
January 1, 2017.

The table below shows the annual amortization expense amount beginning in 2013 and
continuing through the remaining lives of the associated plant. Consistent with remaining life
theory, NSP (Minn) will amortize the regulatory asset through an expense in FERC Account
407.3 and an offsetting credit to expense in FERC Account 403.

Theoretical Reserve Surplus Amortization Expense

Year Transmission Distribution General Total

2013 ($3,330,665) ($2,256) ($1,362) ($3,334,283)
2014 ($11,657,328) ($7,898) ($4,768) ($11,669,994)
2015 ($6,994,397) ($4,738) ($2,861) ($7,001,996)
2016 ($4,662,931) ($3,159) ($1,907) ($4,667,997)
2017 $630,625 $490 $1,857 $632,972
2018 $630,625 $490 $1,857 $632,972
2019 $630,625 $490 $1,857 $632,972
2020 $630,625 $490 $1,857 $632,972
2021 $630,625 $490 $1,857 $632,972
2022 $630,625 $490 $1,615 $632,730

2023 $630,625 $490 $0 $631,115
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THEORETICAL RESERVE SURPLUS AMORTIZATION EXPENSE

Year Transmission Distribution General Total
2024 $630,625 $490 $0 $631,115
2025 $630,625 $490 $0 $631,115
2026 $630,625 $490 $0 $631,115
2027 $630,625 $490 $0 $631,115
2028 $630,625 $490 $0 $631,115
2029 $630,625 $490 $0 $631,115
2030 $630,625 $490 $0 $631,115
2031 $630,625 $490 $0 $631,115
2032 $630,625 $490 $0 $631,115
2033 $630,625 $490 $0 $631,115
2034 $630,625 $490 $0 $631,115
2035 $630,625 $490 $0 $631,115
2036 $630,625 $490 $0 $631,115
2037 $630,625 $490 $0 $631,115
2038 $630,625 $490 $0 $631,115
2039 $630,625 $490 $0 $631,115
2040 $630,625 $490 $0 $631,115
2041 $630,625 $490 $0 $631,115
2042 $630,625 $490 $0 $631,115
2043 $630,625 $490 $0 $631,115
2044 $630,625 $490 $0 $631,115
2045 $630,625 $490 $0 $631,115
2046 $630,625 $490 $0 $631,115
2047 $630,625 $490 $0 $631,115
2048 $630,625 $490 $0 $631,115
2049 $630,625 $490 $0 $631,115
2050 $630,625 $490 $0 $631,115
2051 $630,625 $490 $0 $631,115
2052 $630,625 $485 $0 $631,110
2053 $557,037 $408 $0 $557,445
2054 $525,623 $0 $0 $525,623
2055 $525,623 $0 $0 $525,623
2056 $445,622 $0 $0 $445,622
2057 $230,462 $0 $0 $230,462
2058 $225,990 $0 $0 $225,990
2059 $225,990 $0 $0 $225,990
2060 $225,990 $0 $0 $225,990
2061 $225,990 $0 $0 $225,990
2062 $225,990 $0 $0 $225,990
2063 $225,990 $0 $0 $225,990
2064 $153,398 $0 $0 $153,398
2065 $123,777 $0 $0 $123,777
2066 $17,670 $0 $0 $17,670
2067 $2,974 $0 $0 $2,974
2068 $2,974 $0 $0 $2,974

2069 $1,712 $0 $0 $1,712
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PRAIRIE ISLAND EXTENDED POWER UPRATE AMORTIZATION REVENUE
REQUIREMENT

This Schedule 8.2 explains the Prairie Island Nuclear Plant Extended Power Uprate (PI EPU)
amortization expense revenue requirement calculation for purposes of this Agreement.

The PI EPU amortization revenue requirement is equal to the current year amortization and
calculated return on rate base of NSP (Wis)’s portion ($11,996,581) of the total actual PI EPU
cancelled project costs ($78,884,915) over the remaining life of the Prairie Island plant as
determined by the Minnesota Public Utilities Commission (MPUC) in the NSP (Minn) 2014 test
year rate case, Docket No. E002/GR-13-868.

NSP (Wis)’s portion of the total actual PI EPU cancelled project costs is based on the application
of the coincident peak demand ratios accepted by the Commission for the Interchange Agreement
in Docket No. ER14-1325-000. The annual amortization amount is calculated based on the 18.3-
year remaining life of the Prairie Island Plant beginning on January 1, 2016. The annual
amortization amount is calculated as follows:

Total NSP (Minn.) NSP (Wis.)
Demand Allocation Between Parties 100.0000% 84.7923% 15.2077%
PI EPU Abandoned Plant Costs $78,884,915  $66,888,334 $11,996,581
Annual Amortization Expense $ 4,302,814 $ 3,648,455 $ 654,359

NSP (Minn)’s demand related cost of service used in determining billings to NSP (Wis) shall also
include a return on the rate base associated with the unrecovered balance of PI EPU cancelled
project costs including Allowance for Funds Used During Construction (AFUDC). The return on
rate base shall be calculated as the 13 month average rate base of the PI EPU cancelled project
costs, less accumulated amortization, less accumulated deferred income taxes multiplied by the
NSP (Minn) weighted debt-only cost of capital. The cost of capital used to calculate the return on
rate base shall include only the cost of debt at the current NSP (Minn) rate and capital structure
percentage as determined under Exhibit V, Schedule 6.

NSP (Minn)’s demand related cost of service used in determining billings to NSP (Wis) for the
period commencing January 1, 2016, shall include $654,359 per year for purposes of amortizing
expenditures on the cancelled PI EPU project. The inclusion of that amount shall continue until
NSP (Minn) has recovered from NSP (Wis) its share ($11,996,581) of the total actual PI EPU
cancelled project costs including AFUDC. In the last month of the amortization, an amount of
less than one-twelfth of the $654,359 may be included in the fixed charges to achieve precise
recovery of the PI EPU cancelled project costs.

The PI EPU cancelled project costs included in determining the charges among the Parties are
recorded by NSP (Minn) in Account 182.2 Unrecovered Plant and Regulatory Study Costs. PI
EPU amortization expense is recorded by NSP (Minn) in Account 407 Amortization of Property
Losses, Unrecovered Plant and Regulatory Study Costs.

This schedule will be effective beginning January 1, 2016.
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MONTICELLO LIFE CYCLE MANAGEMENT / EXTENDED POWER UPRATE PROJECT
RETURN ON RATE BASE ADJUSTMENT

Demand related costs will be reduced by the return on rate base for a portion of the Monticello
Life Cycle Management/Extended Power Uprate (Monticello LCM/EPU) Project for purposes of
this Agreement. The reduction incorporates into the Interchange Agreement billings from NSP
(Minn.) to NSP (Wis.) the Minnesota Public Utilities Commission (MPUC) Orders in Docket No.
E002/CI-13-754 (Investigation into Xcel Energy’s Monticello LCM/EPU Project and Request for
Recovery of Cost Overruns) and Docket No. E002/GR-13-868 (Application of Northern States
Power Company for Authority to Increase Rates for Electric Service in the State of Minnesota),
(together the “Monticello LCM/EPU Orders”).

The Monticello LCM/EPU Orders approved recovery of the total project cost, but limited
recovery of the return on rate base to the original MPUC Certificate of Need application amounts,
escalated, including AFUDC, to $415 million. The MPUC Order in Docket No. E002/GR-13-
868 issued August 31, 2015, clarified that all (past, present and future) depreciation expense
recorded in the accumulated depreciation reserve be allocated on a pro-rated basis between the
total project cost that earns a return ($415 million) and the total project cost that does not earn a
return (amounts in excess of $415 million).

The adjustment shall be calculated by determining the return on rate base and associated income
taxes on the Monticello LCM/EPU Project prorated rate base not allowed a return and applying
the NSP (Wis.) demand allocation percent. The Monticello LCM/EPU Project prorated rate base
not allowed a return will be determined by applying the percentage of total Monticello LCM/EPU
Project costs in excess of $415 million to total Monticello LCM/EPU Project costs to each
component of the Total Monticello LCM/EPU Project rate base (plant in service, accumulated
provision for depreciation, and accumulated deferred income taxes).

The reduced return on rate base shall continue until the Monticello LCM/EPU Project is fully
depreciated, currently expected to be 2030.
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BENSON POWER TERMINATION AMORTIZATION REVENUE REQUIREMENT

Demand related costs will be adjusted to include an amortization and return on the rate base of
the costs incurred by NSP (Minn) to acquire the Benson Power, LLC (“Benson Power”) biomass
generating plant, terminate the power purchase agreement with Benson Power, and subsequently
close and dismantle the Benson Power facility (collectively the “Total Actual Benson Power
Termination Costs”). This adjustment incorporates into the Interchange Agreement billings from
NSP (Minn.) to NSP (Wis.) the Minnesota Public Utilities Commission (MPUC) Order in Docket
No. E002/M-17-530 (Petition to Terminate the PPA with Benson Power, LLC) and the FERC
Order in Docket No. EC17-166-000 (approving the NSP (Minn) purchase of the Benson Power,
LLC facility).

The Benson Power termination revenue requirement is equal to the current year amortization and
calculated return on rate base of NSP (Wis)’s portion of the total actual costs incurred by NSP
(Minn) to acquire the Benson Power generating plant, terminate the power purchase agreement
with Benson Power, and close and dismantle the Benson Power facility and remediate the site of
the Benson Power facility (“Benson Power Termination Costs”).

The annual amortization charge to NSP (Wis) will be calculated as follows:

1. Total Actual Benson Power Termination Costs

2. Multiply  NSP (Wis)’s Share of the 2018 NSP System Budget Energy Ratio

3. Equals NSP (Wis)’s Portion of the Total Actual Benson Power Termination Costs

4, NSP (Wis)’s Portion of the Total Actual Benson Power Termination Costs

5. Divide Period of Time between Termination Date and Contract Expiration (9/10/2028)
6. Equals Annual Amortization Charge to NSP (Wis)

A return on rate base will be calculated on the unrecovered balance of Benson Power Termination
Costs. The return on rate base will be calculated as the 13 month average rate base of the actual
incurred Benson Power Termination Costs, less accumulated amortization, less accumulated
deferred income taxes multiplied by the NSP (Minn) cost of capital. The cost of capital shall be
based on the NSP (Minn) currently authorized State of Minnesota retail electric return on equity
and the cost of debt and capital structure percentage as determined under Exhibit V, Schedule 6,
Return on Rate Base.

The Benson Power Termination Costs included in determining the charges among the Parties are
recorded by NSP (Minn) in Account 182.2, Unrecovered Plant and Regulatory Study Costs, and

Account 182.3, Other Regulatory Assets. The Benson Power Termination amortization expense

is recorded by NSP (Minn) in Account 407, Amortization of Property Losses, Unrecovered Plant
and Regulatory Study Costs, and Account 557, Other Expenses.

This schedule will be effective on the month and day NSPM acquires the Benson Power facility
and terminates the power purchase agreement with Benson Power, and will continue through the
contract expiration date of September 10, 2028.
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PROVISION FOR DEFERRED INCOME TAXES

The Provision for Deferred Income Taxes is recorded in FERC Accounts 410.1 and 411.1,
amounts debited and amounts credited, respectively. The Companies have segregated the
deferred income taxes by functional classification in the same detail as the original cost of plant
investment.
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PROPERTY TAXES

The Property Tax expense or taxes in lieu of property taxes are recorded in FERC Account 408.1.
Each Company has segregated its taxes by functional classification in the same detail as the
original cost of plant investment.
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INSURANCE EXPENSE

The Insurance Expense is recorded in FERC Accounts 924 and 925. Insurance expense included
is related to the production plant and transmission and distribution substations in the same manner
as the original cost of the plant investment for these facilities.
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FIXED PRODUCTION OPERATING AND MAINTENANCE EXPENSE

Production Operating and Maintenance Expenses are recorded in FERC Accounts 500 through
554 and 557. The expenses recorded in these accounts are determined to be demand related in
accordance with the FERC Demand and Energy Classification of Production Expenses - Exhibit
X.
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FIXED REGIONAL MARKET OPERATING AND MAINTENANCE EXPENSE

Regional Market Operating and Maintenance Expenses are recorded in FERC Accounts 575
through 576. The expenses recorded in these accounts are determined to be demand related as
billed.



Docket No. EL22-_
ER21-1401 Interchange Agreement 031521 (NSP)
Page 99 of 169

Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 13

NET PURCHASED POWER DEMAND COSTS

Purchased Power Demand Costs as billed are recorded in FERC Account 555 - Purchased Power.
Firm Power Sales Demand Charges made to eligible non-associated entities are recorded in
FERC Account 447 - Revenue from Sales for Resale. The net amount of these demand charges
and credits is included as the Net Purchased Power Demand costs.
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PRODUCTION SYSTEM CONTROL AND LOAD DISPATCHING EXPENSE

Production System Control and Load Dispatching expense is recorded in FERC Account 556.
100% of these power supply expenses is included to determine the charges under the Agreement
in accordance with the FERC Demand and Energy Classification of Production Expenses -
Exhibit X.
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TRANSMISSION OPERATION AND MAINTENANCE EXPENSE

Transmission Operation and Maintenance expenses are recorded in FERC Accounts 560 through
573. 100% of these expenses is considered fixed or demand related.
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CREDITS FOR PRODUCTION-RELATED SERVICES

Revenue for Production-Related Services is recorded in FERC Accounts 454 - Rent From
Electric Property and 456 - Other Operating Revenue. These Revenues are credited to production
operating and maintenance expenses.
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CREDITS FOR TRANSMISSION RELATED SERVICES

Revenue from Transmission Related Service is recorded in FERC Accounts 454 — Rent from
Electric Property, 456 - Other Electric Revenues, and 456.1 — Revenues From Transmission of
Electricity of Others. These revenues are credited to transmission operating and maintenance
expenses.

Provision for rate refunds recorded in FERC Account 449.1 include transmission related amounts
being collected subject to refund which are estimated to be required to be refunded.
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FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF

ENERGY RELATED COSTS

The energy-related costs used in Exhibit IV shall be those developed on Line 5 of this exhibit.

Fuel Expenses (Schedule 1)

Variable Production and Regional Market
Operating, and Maintenance Expense
(Schedule 2 and 2.1)

Net Purchased Power Energy Costs
(Schedule 3)

Carrying Cost on Fuel Stocks

Carrying Cost on Energy-Related Deferred
Nuclear Refueling Outage Costs

Total Energy Related Costs (Total lines 1
through 4.1)

NSP (Minn) NSP(Wis)
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FUEL EXPENSES

Fuel Expenses are recorded in FERC Accounts 501, 518 and 547. 100% of fuel expenses is
included as a variable expense in accordance with the FERC Classification of Production
Expenses - Exhibit X.
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VARIABLE PRODUCTION OPERATING AND MAINTENANCE EXPENSES

Production Operating and Maintenance expenses are recorded in FERC Accounts 500 through
554 and 557. The expenses recorded in these accounts are determined to be energy related in
accordance with the FERC Demand and Energy Classification of Production Expenses - Exhibit
X.
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VARIABLE REGIONAL MARKET OPERATING AND MAINTENANCE EXPENSES

Regional Market Operating and Maintenance expenses are recorded in FERC Accounts 575
through 576. The expenses recorded in these accounts are determined to be energy related as
billed.
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NET PURCHASED POWER ENERGY COSTS

Purchased Power Energy Costs as billed are recorded in FERC Account 555 - Purchased Power
and FERC Account 555.1 — Power Purchased for Energy Storage Operations. Firm power energy
sales are recorded in Account 447 - Revenue from Sales for Resale. The net amount of these
energy charges and credits is included as the Net Purchased Power Energy costs. Purchased
Power Energy Costs shall be adjusted to exclude amounts related to energy requirements fulfilled
by energy resources required by certain state energy policies or statutes that are direct assigned to
participating customers for ratemaking purposes. "

" Including, but not limited to, the NSP (Minn) Windsource® program. For the community
solar garden programs and other programs similar in nature, the actual cost of such energy shall
be excluded from FERC Account 555 and substituted with the market cost of such generation.
The market cost shall be calculated using the hourly day-ahead locational marginal price
(“LMP”) from the MISO energy market. Costs incurred for community solar garden generation
power above the amount calculated using the hourly day-ahead LMP will be direct assigned to
NSP (Minn) or NSP (Wis) and the applicable state jurisdiction approving the solar garden.
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SPECIFICATION OF RATE OF RETURN ON COMMON EQUITY

The rate of return on common equity to determine the overall cost of capital as developed in
accordance with Exhibit V, Schedule 6, is 10.40%.
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Operations and Interchange Power and Energy

SPECIFICATION OF AVERAGE MONTHLY COINCIDENTAL PEAK DEMANDS

Calendar Year 20202021 Contract Year

NSP (Minn) NSP (Wis) Total System
20482019  January 5,5235:343 1,1561:143 6.6796;486
February 5,1385:158 1,0821:059 6,2206:217
March 5,1334,663 1,0971;004 6,2315:667
April 4,6794;645 936980 5,6155:625
May 5,1676931 9891265 6,1568196
June 6,3887.559 1,0654+335 7.4548.894
July 74697484 1,305,300 8,7748785
August 6.5397194 1,2094:284 7.7488.477
September 6,6196:335 1,093+ H5 7.7127450
October 4,5354752 938936 5,4735:688
November 5,0264:963 1,0641045 6,0906;008
December 5,1964:972 1,0971-082 6.2936:054
Total 67.41369,998 13.03213.549 80,44583,547
20492020  January 5,473093 1,456077 6,1706:629
February 5,0884,996 1,082094 6.0906:170
March 5,0834,593 1097949 5,5426-180
April 4,629244 936852 5,0965:565
May 5467120 989986 6,1066-156
June 6,388925 1,065191 8.116%454
July 71936,687 1,260237 7.9248.453
August 71066,648 1,346276 7.9248.452
September 5.9926,304 1,246093 7.0857%514
October 47364,339 968900 5,2395.704
November 4754418 1614950 5.3685;768
December 5:2254.845 1.134061 5,9066:339
Total 671463.900 13,2582.666 76.56680:404
20202021 January 5.2004.867 1,109057 5,9246:309
February 4,7015;000 1,043017 5,7186;043
March 4,775543 1038962 5,5055:813
April 4,389151 922875 5,0265311
May 5,462222 1,056015 6,2376:518
June 71366.,810 1,284254 8.0648;420
July 71816,812 1,276263 8.0768;457
August 7,0996,771 1,357305 8.0768;456
September 6,256126 1,247121 7.2477467
October 4,690469 971931 5,4005;661
November 4,720554 1021981 5,5375;74+
December 5:1884.982 1139095 6.0776:327
Total 67;09064,008 1354342,879 76,88780:524

Monthly Coincidental Peak Demands (KW)
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SPECIFICATION OF COMPOSITE DEPRECIATION RATES 26202021 CONTRACT YEAR

The annual composite depreciation rates for production are calculated based on forecasted
depreciation expense accruals and average plant balances. The forecasted depreciation expense is
calculated based on approved remaining life depreciation lives and rates certified by the
respective state Commissions for NSP (Minn) and NSP (Wis). Rates for transmission,
distribution, and general functions are the approved rates for each plant account. NSP (Minn)'s
rates are a blended calculation of the approved rates in Minnesota, North Dakota, and South
Dakota. NSP (Wis)'s approved rates are the same for both the Wisconsin and Michigan
jurisdictions. Even though individual depreciation lives may not have changed from the previous
year, these are composite rates and a change in plant balances could cause a change in the rate by

Structures and Improvements

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements
Reservoirs, Dams and Waterways
Water Wheels, Turbines & Generators
Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements
Fuel Holders, Producers & Accessories

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

FERC Account.
NSP (Minn)
FERC ACCOUNT DESCRIPTION
PRODUCTION
E311 STEAM
E312 STEAM Boiler Plant Equipment
E314 STEAM Turbogenerator Units
E315 STEAM
E316 STEAM
E302  NUCLEAR Franchises & Consents
E321 NUCLEAR
E322  NUCLEAR Reactor Plant Equipment
E323  NUCLEAR Turbogenerator Units
E324  NUCLEAR
E325 NUCLEAR
E302 HYDRO Franchises & Consents
E331 HYDRO
E332 HYDRO
E333 HYDRO
E334 HYDRO
E335 HYDRO
E340.1 OTHER Wind Rights
E341 OTHER
E342 OTHER
E343 OTHER Prime Movers
E344 OTHER Generators
E345 OTHER
E346  OTHER
E348 OTHER

Energy Storage Equipment — Production

ANNUAL
DEPRECIATION RATE

N

384.20%
4.474.27%
4.664-46%
3.653:47%
3.943.77%

W

23545%
5.014:95%
4.013-83%
3.583-40%

4.093-92%
4.83479%

9]
(e

(O8]

9.099-96%

4.314:32%
3.794.24%
4.233.50%
3.323.07%
4.093.40%
3.843.67%
6.216:31%
7.157-12%
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TRANSMISSION
E351
E352
*E352
E353
*E353
E354
*E354
E355
*E355
E356
*E356
E357
E358

DISTRIBUTION
E361
*E361
E362
*E362
E363
E364
E365
E366
E367
E368
E368
E369
E369
E370
E370.2
E370.3
E373

Energy Storage Equipment — Transmission

Structures and Improvements
Structures and Improvements-Prod.
Station Equipment

Station Equipment-Prod.

Towers and Fixtures

Towers and Fixtures-Prod.

Poles and Fixtures

Poles and Fixtures-Prod.

Overhead Conductors & Devices
Overhead Conductors & Devices-Prod.
Underground Conduit

Underground Conductors & Devices

Structures and Improvements
Structures and Improvements-Prod.
Station Equipment

Station Equipment-Prod.

Energy Storage Equipment — Distribution
Poles, Towers and Fixtures
Overhead Conductors and Devices
Underground Conduit

Underground Conductor and Devices
Line Transformers

Line Capacitors

Overhead Services

Underground Services

Meters

AGIS Meters

Electric Vehicle Chargers

Street Lighting and Signal Systems
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0.00%
1.48%
1.48%
2.03%
2.03%
1.78%
1.78%
2.39%
2.39%
2.02%
2.02%
1.36%
2.05%

2.092.08%
2.08%
2.29%
2.31%
0.00%
4.64%
3.18%
2.14%
2.24%
3.21%
3.97%
4.34%
2.41%

5.675:61%
5.58%
5.58%
5.27%
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GENERAL - ELECTRIC

E302
E303
E303
E390
E391
E391
E392
E392
E392
E392
E393
E394
E395
E396
E397
E397
E397
*E397
E397
E398

Franchises & Consents

Intangible Plant — 5 Year

Intangible Plant — 10 Year

Structures and Improvements

Office Furniture and Equipment
Network Equipment

Transportation Equipment — Auto
Transportation Equipment — Light Truck
Transportation Equipment — Trailers
Transportation Equipment — Heavy Trucks
Stores Equipment

Tools, Shop and Garage Equipment
Laboratory Equipment

Power Operated Equipment
Communication Equipment — General
Communication Equipment — Two Way
Communication Equipment — AMR
Communication Equipment — EMS
Communication Equipment — Smart Grid
Miscellaneous Equipment
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5.50%
20.77%
10.00%
2.23%
4.70%
16.28%
9.77%
8.65%
6.41%
6.73%
4.54%
6.39%
9.84%
6.09%
9.61%
10.18%
6.08%
6.30%
9.61%
6.31%

The Nuclear Decommissioning annual accrual is an approved amount which is recovered from
customers to fund the decommissioning of the Monticello and Prairie Island nuclear generating

facilities.
Jurisdiction 2020-2021 Approved Docket No./Case No.
Accrual
Minnesota Retail $14,030,831 E-002/M-17-828
North Dakota Retail $276,513 PU-12-813
South Dakota Retail $1,234251 EL14-058
Wisconsin Retail $4,830,150 ' 4220-UR-124
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SPECIFICATION OF COMPOSITE DEPRECIATION RATES 2626-2021 CONTRACT YEAR

NSP (Wis)

FERC ACCOUNT

DESCRIPTION

PRODUCTION
E311 STEAM
E312 STEAM
E314 STEAM
E315 STEAM
E316 STEAM
E302 HYDRO
E331 HYDRO
E332 HYDRO
E333 HYDRO
E334 HYDRO
E335 HYDRO
E341 OTHER
E342  OTHER
E343 OTHER
E344 OTHER
E345 OTHER
E346 OTHER
E348 OTHER
TRANSMISSION
E351

E352

*E352

E353

*E353

E354

E355

E356

E357

E358

E359

Structures and Improvements

Boiler Plant Equipment
Turbogenerator Units

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Franchises & Consents

Structures and Improvements
Reservoirs, Dams and Waterways
Water Wheels, Turbines & Generators
Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements

Fuel Holders, Producers & Accessories
Prime Movers

Generators

Accessory Electric Equipment
Miscellaneous Power Plant Equipment
Energy Storage Equipment — Production

Energy Storage Equipment — Transmission
Structures and Improvements
Structures and Improvements-Prod.
Station Equipment

Station Equipment-Prod.

Towers and Fixtures

Poles and Fixtures

Overhead Conductors & Devices
Underground Conduit

Underground Conductors & Devices
Roads and Trails

ANNUAL
DEPRECIATION RATE

ANNUAL

6.064-96%
4.774-07%
4.805-16%
5.705-03%
3.953.36%

3.85%

3.683.82%
3.753.82%
4.243.87%
4.714-35%
4.284.01%

2.503-22%
3.042.57%
3.663:23%
3.092.50%
3.202.67%
1.714:51%
0.00%

0.00%
2.01%
1.98%
2.58%
2.33%
1.73%
2.99%
2.60%
2.08%
2.73%
1.43%
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DISTRIBUTION
E361
*E361
E362
*362
E363
E364
E365
E366
E367
E368
E368
E369
E369
E370
E370.1
E370.2
E371
E373

GENERAL ELECTRIC

E302
E303
E303
E390
E391
E391
E392
E392
E392
E392
E393
E394
E395
E396
E397
*E397
E398

Structures and Improvements
Structures and Improvements — Prod.
Station Equipment

Station Equipment — Prod.

Energy Storage Equipment — Distribution
Poles, Towers and Fixtures
Overhead Conductors and Devices
Underground Conduit

Underground Conductor and Devices
Line Transformers

Line Capacitors

Overhead Services

Underground Services

Meters

Meters — Old

Meters — AMR

Customer Installations

Street Lighting and Signal Systems

Franchises & Consents

Intangible Plant — 5 Year

Intangible Plant — 7 Year

Structures and Improvements

Office Furniture and Equipment
Network Equipment

Transporation Equipment — Auto
Transportation Equipment — Light Truck
Transportation Equipment — Trailers
Transportation Equipment — Heavy Truck
Stores Equipment

Tools, Shop and Garage Equipment
Laboratory Equipment

Power Operated Equipment
Communication Equipment — AES/AMR
Communication Equipment — EMS
Miscellaneous Equipment
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2.13%
2.12%
2.44%
2.41%
0.00%
5.48%
4.28%
1.80%
2.73%
2.56%
3.09%
4.02%
2.78%
3.99%
4.904-94%
6.53%
5.365-55%
6.63%

5.00%
21.13%
14.29%

2.59%

4.97%
24.25%
13.51%

9.81%

9.97%

9.96%

4.97%

4.97%

4.75%

8.23%

6.63%

9.05%

4.98%
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Uniform System
of Accounts
Account No.

500
501
502
503
504

505
506
507
509

510
511
512
513
514

517
518
519
520
523
524
525

528
529
530
531
532

SPECIFICATIONS OF DEMAND AND ENERGY
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CLASSIFICATION OF PRODUCTION EXPENSES

Description

Steam Power Generation Operation

Operation Supervision and Engineering
Fuel

Steam Expenses

Steam from other sources

Steam transferred - CR

Electric Expenses

Miscellaneous steam power expenses
Rents

Allowances

Maintenance

Supervision and engineering
Structures

Boiler plant

Electric plant

Miscellaneous steam plant

Nuclear Power Generation Operation

Operation supervision and engineering
Fuel

Coolants and water

Steam expenses

Electric expenses

Miscellaneous nuclear power expenses
Rents

Maintenance

Supervision and engineering
Structures

Reactor plant equipment
Electric plant
Miscellaneous nuclear plant

Classification

Demand

Energy

el ol

KRR K X

o le

ol

ol



Docket No. EL22-_

ER21-1401 Interchange Agreement 031521 (NSP)

Page 117 of 169

Agreement to Coordinate Planning and Exhibit X
Operations and Interchange Power and Energy
SPECIFICATIONS OF DEMAND AND ENERGY
CLASSIFICATION OF PRODUCTION EXPENSES
Uniform System
of Accounts Classification
Account No. Description Demand Energy
Hydraulic Power Generation Operation
535 Operation supervision and engineering X
536 Water for power X
537 Hydraulic expenses X
538 Electric expenses X
539 Miscellaneous hydraulic power expenses X
540 Rents X
Maintenance
541 Supervision and engineering X
542 Structures X
543 Reservoirs, dams and waterways X
544 Electric plant X
545 Miscellaneous hydraulic plant X
Other Power Generation Operation
546 Operation Supervision and Engineering X
547 Fuel X
548 Generation expenses X
548.1 Operation of energy storage equipment X
549 Miscellaneous other power generation X
550 Rents X
Maintenance
551 Supervision and engineering X
552 Structures X
553 Generating and electric equipment X
553.1 Maintenance of energy storage equipment X
554 Miscellaneous other power generation plant X
Other Power Supply Expenses
555 Purchased power As Billed
555.1 Power purchased for storage operations As Billed
556 System control and load dispatching X
557 Other expenses As Billed



Exhibit 1

Exhibit 11

Exhibit 111

Exhibit IV

Exhibit V

Exhibit VI

Exhibit VII
Exhibit VIII
Exhibit IX
Exhibit X
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Exhibits

Formula-type Procedures for Development of
Amounts of Power Sales

Formula-type Procedures for Development of
Amounts of Energy Sales

Formula-type Procedures for Development of Unit
Rates for Power Sales

Formula-type Procedures for Development of Unit
Rates for Energy Sales

Formula-type Procedures for Development of
Demand Related Costs

Formula-type Procedures for Development of
Energy Related Costs

Specification of Rate of Return on Common Equity
Specification of Average Monthly Peak Demands
Specification of Depreciation Rates

Specification of Demand and Energy Classification
of Production Expenses
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FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
AMOUNTS OF POWER SALES

The Monthly amounts of sales of power by each Party to the other Party shall be determined as
follows:

A - NSP(Minn) Power Sales (PS) to NSP(Wis):

PS to NSP(Wis) = NSP(Minn) Demand x NSP(Wis) Demand
System Demand

B - NSP(Wis) Power Sales (PS) to NSP(Minn):

PS to NSP(Minn) = NSP(Wis) Demand x NSP(Minn) Demand
System Demand

Where:

"PS" is the amount of power sold in MW by the selling Party to the purchasing Party in the
billing month.

"Demand" is each Party's billing demand in MW's based on the average of 36 Monthly
Coincident Peaks; including 18 months on historical peaks and 18 months of forecasted
peak data for the year of application. The measured monthly coincident peak demands
shall be adjusted by a Transmission Loss Multiplier. Historical peak data may be
adjusted to reflect known significant load changes over 10 MW by agreement of the
Parties.

"Transmission Loss Multipliers" are equal to:

0.963 for NSP(Minn)
0.952 for NSP(Wis)

"System Demand" equals NSP(Minn) Demand + NSP(Wis) Demand

Exhibit VIII shows an example of the development of the power sales.



Docket No. EL22-_
ER21-1401 Interchange Agreement 031521 (NSP)
Page 120 of 169

Agreement to Coordinate Planning and Exhibit II
Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
AMOUNTS OF ENERGY SALES

The monthly amounts of sales of energy by each Party to the other Party shall be determined as
follows:

A - NSP(Minn) Energy Sales (ES) to NSP(Wis):

ES to NSP(Wis) = NSP(Minn) Energy Requirements x NSP(Wis) Energy Requirements
System Energy Requirements

B - NSP(Wis) Energy Sales (ES) to NSP(Minn):

ES to NSP(Minn) = NSP(Wis) Energy Requirements x NSP(Minn) Energy Requirements
System Energy Requirements

Where:

"ES" is the amount of energy sold in Mwh's by the selling Party to the purchasing Party in the
billing month.

"Energy Requirements" are each Party's billing requirements in Mwh's for the current month,
excluding energy requirements fulfilled by energy resources required by certain state
energy policies or statutes that are direct assigned to participating customers for
ratemaking purposes. " The measured monthly energy requirements shall be adjusted by a
Transmission Loss Multiplier.

"Transmission Loss Multipliers" are equal to:

0.964 for NSP(Minn)
0.951 for NSP(Wis)

"System Energy Requirements" equals the total of NSP(Minn) and NSP(Wis) Energy
Requirements.

" Including, but not limited to, the NSP (Minn) Windsource® program.
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Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
UNIT RATES FOR POWER SALES

The monthly unit rates for the sales of megawatts of power by each Party to the other Party shall
be determined as follows:

A - NSP(Minn) Demand Rate for sales to NSP(Wis):

DR to NSP(Wis) = NSP(Minn) Demand Costs
NSP(Minn) Demand

B - NSP(Wis) Demand Rate for sales to NSP(Minn):

DR to NSP(Minn) = NSP(Wis) Demand Costs
NSP(Wis) Demand

Where:

"DR" is the monthly unit demand rate (rate in dollars per MW) for power sales by each Party to
other Parties.

"Demand Costs" are the demand related costs developed for each Party for the billing month
under Exhibit V.

"Demand" is each Party's billing demand in MW's based on the average of 36 Monthly
Coincident Peaks; including 18 months of historical peaks and 18 months of forecasted peak data
for the year of application. The measured monthly coincident peak demands shall be adjusted by
a Transmission Loss Multiplier. Historical peak data may be adjusted to reflect known
significant load changes over 10 MW by agreement of the Parties.

"Transmission Loss Multipliers" are equal to:

0.963 for NSP(Minn)
0.952 for NSP(Wis)
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Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
UNIT RATES FOR ENERGY SALES

The monthly unit rates for the sales of megawatts of power by each Party to the other Party shall
be determined as follows:

A - NSP(Minn) Energy Rates for sales to NSP(Wis):

ER to NSP(Wis) = NSP(Minn) Energy Costs
NSP(Minn) Energy Requirements

B - NSP(Wis) Energy Rates for sales to NSP(Minn):

ER to NSP(Minn) = NSP(Wis) Energy Costs
NSP(Wis) Energy Requirements

Where:

"ER" is the monthly unit energy rate (rate in dollars per Mwh) for energy sales from each Party to
the other Parties.

"Energy Costs" are each Party's energy costs for the billing month, including the carrying costs on
Electric Production Fuel Stock balances recorded in FERC Accounts 151 and 152 included at 100
percent of the average of the monthly balances in the accounts.

"Energy Requirements" are each Party's billing requirements in MWH's for the current month
excluding energy requirements fulfilled by energy resources required by certain state
energy policies or statutes that are direct assigned to participating customers for
ratemaking purposes.” The measured monthly energy requirements shall be adjusted by a

Transmission Loss Multiplier.

"Transmission Loss Multipliers" are equal to:

0.964 for NSP(Minn)
0.951 for NSP(Wis)

" Including, but not limited to, the NSP (Minn) Windsource® program.
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Operations and Interchange Power and Energy

FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
DEMAND RELATED COSTS

The demand related cost used in Exhibit III shall be those developed on line 23 of this exhibit.

DEVELOPMENT OF RATE BASE NSP(Minn) NSP(Wis)

1. Electric Plant in Service (Sched. 1)

1.1 Pre-funded Allowance for Funds Used during Construction (Sched. 1.1)

1.2 Electric Plant Acquisition Adjustments (Sched. 1.2)

2. Accumulated Provision for Depreciation (Sched. 2)

2.1 Accumulated Provision for Amortization of Electric Plant Acquisition
Adjustments (Sched. 2.1)

3 Net Electric Plant in Service

4 Deduct: Accumulated Deferred Income Taxes (Sched. 3)

5. Add: Plant Held for Future Use (Sched. 4)

6. Add: Electric Construction Work in Progress (Sched. 4.1)

6

7

A Add: Accumulated Amortization of Theoretical Reserve Surplus (Sched. 4.2)
Rate Base (Total lines 1 through 6.1)

COST OF SERVICE - DEMAND RELATED

A. Fixed Charges on Investment

8. Return on Rate Base at Specified Rate of Return (Sched. 6)

9. Income Taxes (Sched. 7)

10. Depreciation & Amortization Expense (Sched. 8)

10.1 Theoretical Reserve Surplus Amortization Expense (Sched. 8.1)

10.2 Prairie Island Extended Power Uprate Amortization Revenue Requirement
(Sched. 8.2)

10.3 Monticello Life Cycle Management / Extended Power Uprate Project Return on Rate
Base Adjustment (Sched. 8.3)

10.4 Benson Power Termination Amortization Revenue Requirement (Sched. 8.4)

11. Deferred Income Taxes (Sched. 9)

12. Property Taxes (Sched. 10)

13. Insurance (Sched. 11)

13.1 Carrying Cost on Demand-Related Deferred Nuclear Refueling Outage Costs

14. Total Fixed Charges (Total lines 8 through 13.1)

B. Fixed Power Production and Regional Market Expense

15. Fixed Operating and Maintenance Expense (Sched. 12 and 12.1)
16. Net Purchased Power Demand Costs (Sched. 13)

17. Production System Control & Load Dispatching (Sched. 14)

18. Credits for Production Related Services (Sched. 16)

19. Total Fixed Power Production Expense (Total lines 15 through 18)
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FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF
DEMAND RELATED COSTS

C. Fixed Transmission Expense

20. Operation and Maintenance Expense (Sched. 15)
21. Credits for Transmission Related Services (Sched. 17)
22. Total Fixed Transmission Expense (Total lines 20 through 21)

23. Total Month's Demand Related Costs (Total lines 14, 19 and 22)
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Operations and Interchange Power and Energy Schedule 1

ELECTRIC PLANT IN SERVICE

Electric Plant In Service included for the determination of charges among the Parties shall include
the average monthly balances of gross plant at original cost. The following FERC Accounts shall
be included:

1. Intangible Plant Investment
Water power and nuclear plant relicensing investment recorded in FERC Account
302. Intangible software directly related to the production and transmission
functions recorded in FERC Account 303 and as agreed among the Parties.

2. Production Plant Investment
Production plant investment recorded in FERC Accounts 310 through 348.

3. Nuclear Fuel Plant Investment
Nuclear fuel investment included in FERC Accounts 120.2, 120.4 and 120.6.

4.  Transmission Plant Investment
Transmission plant investment recorded in FERC Accounts 350 through 359.
Transmission substations having facilities which jointly serve the transmission and
distribution functions are inventoried and priced according to the function served.
The original cost value of the distribution facilities are excluded from these
accounts for the purpose of this Agreement.

5. Distribution Substation Plant Investment
Distribution substation plant investment recorded in FERC Accounts 360, 361 and
362. Distribution substations having facilities which jointly serve the distribution
and transmission functions are inventoried and priced according to the function
served. The original cost value of only the facilities which serve a transmission
function are included for the purposes of this Agreement.

6. General Plant Investment
System control and load dispatching plant investment recorded in FERC Account
397. System control and load dispatching equipment is analyzed as to the function
it serves. The original cost value of the equipment serving the production and
transmission functions is included for the purposes of this Agreement.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 1.1

PRE-FUNDED ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION

Pre-funded Allowance for Funds Used during Construction (AFUDC) is an offsetting AFUDC
calculation incorporating the effect of specific regulation whereby customers of a particular
jurisdiction are paying for the financing costs during the construction phase of a project. Pre-
funded AFUDC is accumulated in FERC Account 253. The amounts included to determine the
charges among the Parties shall include those FERC jurisdictional amounts related to the
transmission function whereby a current return is earned through the Midcontinent Independent
System Operator, Inc.’s (MISO) application of FERC Order 679 under Attachment O-NSP and
Attachment GG and MM of the MISO Open Access Transmission, Energy and Operating
Reserve Markets Tariff.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 1.2

ELECTRIC PLANT ACQUISITION ADJUSTMENTS

Electric Plant Acquisition Adjustments is recorded in FERC Account 114. The amounts included
to determine the charges among the Parties shall include those amounts related to the production
function and as agreed among the Parties.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 2

ACCUMULATED PROVISION FOR DEPRECIATION

Accumulated Provision for Depreciation for Electric Plant in Service and Nuclear Fuel is
recorded in FERC Accounts 108 and 120.5, respectively. Accumulated provision for
amortization of electric utility plant is recorded in FERC Account 111.

These accounts are classified to the intangible, production, nuclear fuel, transmission,
distribution and general functions of plant and the amounts are calculated based upon the
original cost of the plant. The annual charge to the accumulated provisions for
depreciation reflects the annual depreciation provisions, book cost of plant retired, cost of
removal and salvage credit.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 2.1

ACCUMULATED PROVISION FOR AMORTIZATION OF ELECTRIC PLANT
ACQUISITION ADJUSTMENTS

Accumulated Provision for Amortization of Electric Plant Acquisition Adjustments is recorded in
FERC Account 115. The amounts included to determine the charges among the Parties shall
include those amounts related to the production function and as agreed among the Parties.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 3

ACCUMULATED DEFERRED INCOME TAXES

Accumulated Deferred Income Taxes included in FERC Accounts 190 and 281-283 are classified
to the intangible, production, nuclear fuel, transmission, distribution and general plant functions
in the same detail as the original cost of the plant in service.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 4

PLANT HELD FOR FUTURE USE - LAND

Land Plant Held for Future Use if recorded in FERC Account 105. The amounts included to
determine the charges among the Parties shall include those amounts related to the production and
transmission functions. These amounts shall be included at 100% of the average monthly
balances as recorded on the Company's books and records.
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ELECTRIC CONSTRUCTION WORK IN PROGRESS

Electric Construction Work in Progress is recorded in FERC Account 107. Electric
Construction Work in Progress included for the determination of charges among the
Parties shall include the average monthly construction expenditure balance limited to the
net FERC jurisdictional portion of transmission projects that earn a current return through
the Midcontinent Independent System Operator, Inc.’s (MISO) application of FERC
Order 679 under Attachment O-NSP and Attachments GG and MM of the MISO Open
Access Transmission, Energy and Operating Reserve Markets Tariff (Tariff) and
excluding AFUDC incurred post project eligibility as approved by FERC under the
MISO Tariff.
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ACCUMULATED AMORTIZATION OF THEORETICAL RESERVE SURPLUS

Accumulated Amortization of Theoretical Reserve Surplus is recorded in FERC Account 182.3 in
accordance with the Minnesota Public Utilities Commission (MPUC) decision (MPUC Docket
No. E002/GR-12-961, order dated September 3, 2013) to amortize the NSP (Minn) theoretical
reserve surplus (as developed in the table below) beginning January 1, 2013 over a period other
than the average remaining life. The NSP (Wis) portion of the theoretical reserve surplus is
$26,674,271.

In the NSP (Minn) 2014 test year Minnesota retail electric rate case (MPUC Docket No.
E002/GR-13-868, order dated May 8, 2015), the MPUC approved the balance of the remaining
theoretical reserve surplus for transmission, distribution, intangible and general functions of plant
to be amortized in a pattern of 50 percent for 2014, 30 percent for 2015, and 20 percent for 2016.
The regulatory asset set-up was completed at the end of 2016 as detailed in the table below.

In the NSP (Minn) 2017 Annual Review of Remaining Lives (MPUC Docket No. E,G002/D-17-
147, order dated February 8, 2018), the MPUC approved the amortization rates of the regulatory
asset created through the amortization of the NSP (Minn) theoretical reserve surplus, effective
January 1, 2017.

The accumulated amortization amounts are based on the schedule provided in Exhibit V,
Schedule 8.1.

Balances as of 12/31/2016
NSP (Minn)
State of
Total NSP Minnesota
(Minn) Actual to Actual to NSP (Wis) Actual
Theoretical Theoretical to Theoretical
Reserve Reserve Reserve
Functional Class Difference Difference Difference
Intangible 1/ $417,044 $365,054 $0
Transmission 200,466,880 149,597,398 26,645,321
Distribution 2/ 109,362,353 109,362,353 18,051
General 6,727,378 5,888,716 10,899
Total Electric
Utility $316,973,655 $265,213,520 $26,674,271
Notes:

1/ No Intangible reserve to NSP (Wis).
2/ Distribution reserve difference included under “NSP (Wis) Actual to Theoretical Reserve
Difference” relates to Distribution serving system generation.



Docket No. EL22-_
ER21-1401 Interchange Agreement 031521 (NSP)
Page 134 of 169

Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 5

OTHER

The proceeds of U.S. Environmental Protection Agency (EPA) emission allowance auctions
recorded in FERC 411.8 and collected by either company shall be allocated annually as a credit to
such Party's Demand Costs in Exhibit III.

In the event either Party experiences a new type of cost not anticipated by this Exhibit V, the cost
shall be allocated as a Demand Cost or Energy Cost in a manner consistent with the FERC
Uniform System Accounts in effect from time to time.
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RETURN ON RATE BASE

The return on rate base shall be the overall rate of return developed from the long term debt
and preferred stock costs (if any) determined according to this schedule and the rate of return
on equity specified in Exhibit VII. The capital structure for NSP(Minn) and NSP(Wis) and the
appropriate cost rates shall be determined for each calendar year in the following steps:

The debt and preferred stock (if any) of NSP (Minn) and NSP(Wis) is directly assigned to each
company. The cost rates for these components of the capital structure are the actual cost rates of
each company's debt and preferred stock (if any) determined in accordance with FERC regulatory
principles. The retained earnings portion of each company's common equity is also directly
assigned to the such company. Each company's equity capital shall equal total capitalization less
the debt and preferred stock (if any) directly assigned. The return on equity derived pursuant to
this Schedule 6 and provided for in Exhibit VII is used as the cost of the subsidiary's retained
earnings.

Unless otherwise agreed and accepted for filing by FERC, the cost rate for common equity for
NSP(Minn) and NSP(Wis) will be equal. The capitalization ratios and cost rates for debt and
preferred stock (if any) will be distinct between companies based on their specific level and cost
of financing.

Equity Return:

By December 15 of each year, the NSP Companies shall file a revised Exhibit VII containing a
rate of return on common equity equal to the quarterly adjusted generic return on common equity
promulgated by FERC for effectiveness on November 1 of that year. See, Generic Determination
of Rate of Return on_Common Equity for Public Utilities, Docket No. RM84-15-000, Order No.
420, issued May 20, 1985. No filing shall be required if the quarterly adjusted generic rate of
return effective on November 1 is the same as the quarterly adjusted generic rate of return
effective on November 1 of the previous year. In making such filing, the NSP Companies shall
request that the revised Exhibit VII shall be made effective as of January 1 of the year following
the filing and shall request waiver of the 60 day notice-of-filing period to achieve such effective
date. After the revised Exhibit VII has been allowed to become effective, the NSP Companies
shall make such payments among themselves as may be required to adjust billings for sales made
on and after the date that the filing is permitted to become effective. Such payments among the
NSP Companies shall be with interest at the rate provided in the Commission's regulations.

Within 30 days of the filing of a revised Exhibit VII, the NSP Companies shall have the right to
petition the Commission for a determination that the NSP Companies' risks are sufficiently above
or below industry average risks to warrant a rate of return on common equity above or below the
generic rate of return on common equity contained in such filing. The proponent of any departure
from the generic rate of return on common equity contained in the filing shall bear the burden of
justifying the departure.
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If the Commission after hearing on the record finds that a departure is justified, it shall establish a
just and reasonable rate of return on common equity for the pertinent calendar year. Such rate of
return on common equity shall be made retroactively effective as of January 1 of the pertinent
calendar year, and the NSP Companies shall make such payments among themselves as may be
required to adjust billings for sales made on and after that date to the rate of return on common
equity determined by the Commission for the calendar year.

If, for whatever reason, FERC ceases to issue or fails to issue a quarterly adjusted generic rate of
return on common equity effective for November 1 of a year, the NSP Companies shall file with
FERC by December 15 of the year, or such date after January 1 determined by the Coordinating
Committee, either a revised Exhibit VII or the existing Exhibit VII with a request that it be
allowed to become effective as of January 1 of such year. The rate of return on common equity
proposed in a filing shall be in the NSP Companies' sole discretion. NSP shall bear the burden of
justifying any increase or decrease in the rate of return on common equity. The NSP Companies
shall request that any determination by FERC on such filing shall be made effective as of January
1 of the year of the filing, and the NSP Companies shall make such payments among themselves
as may be required to adjust billings for sales made on or after the effective date of the
determination. Such payments among the NSP Companies shall be with interest at the rate
provided in the Commission's regulations.
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COMPUTATION OF FEDERAL AND STATE INCOME TAXES

The Federal and State Income Taxes shall be computed as follows:

1. Required Return on Rate Base (Schedule 6)

2. Add: Book Depreciation and Amortization (Schedule 8)

3. Provision for Deferred Income Taxes (Schedule 9)

4. Deduct: Investment Tax Credit Flow Through (Schedule 7, Page 3 of 3)
5. Income Tax Depreciation (Schedule 7, Page 3 of 3)

6. Interest Expense (Schedule 7, Page 3 of 3)

7. Preferred Dividend Credit (if any) (Schedule 7 Page 3 of 3)

8. Income Tax Base

9. Preliminary Income Taxes @ Income Tax Conversion Factor (1)

10. Deduct: Investment Tax Credit Flow Through (Line 4)
11. Preferred Dividend Credit (Line 7)

12. Federal and State Income Taxes

(1) Composite Tax Rate (2)
1 - Composite Tax Rate (2) = Income Tax Conversion Factor

2) Composite Federal and State Income Tax Rate as determined in
accordance with Schedule 7, Page 2 of 3.
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DETERMINATION OF FEDERAL AND STATE COMPOSITE INCOME TAX RATES

Let: = Federal Income Tax Rate

Minnesota State Income Tax Rate

North Dakota State Income Tax Rate
South Dakota State Income Tax Rate

= Wisconsin State Income Tax Rate
Michigan State Single Business Tax Rate

= Net Income After Net Deductions But Before Income Taxes

zZzwozm
I

NSP Company (Minnesota)

Only Minnesota and Federal Income Taxes:

M= N
F=_ 35 0O
M+F= N)

Only North Dakota and Federal Income Taxes:
F = N)
D = N)
F+D= N)

Only South Dakota and Federal Income Taxes:
S+F= (N)

NSP Company (Minnesota): Combined Minnesota, North Dakota, South Dakota
M+D+S+F= N)

NSP Company (Wisconsin):

Wisconsin, Michigan and Federal Income Taxes

w=__MN
MI=  (N)
F=__ 556500
W +MI+F = N)

Notes: 1. Investment Tax Credit and Surtax Credits are ignored in all formulas.

2. State Income Taxes are deductible from Federal Taxable Income.
Federal Income Tax is deductible from North Dakota Taxable Income.
Federal Income Tax is not deductible from Minnesota or Wisconsin Taxable Income.
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DEDUCTIONS FOR COMPUTATION OF FEDERAL AND STATE INCOME TAXES

Investment Tax Credit Flow Through

The Investment Tax Credit Flow Through is recorded in FERC Account 411.4. The amounts
included for the calculation of income taxes are those amounts attributable to the plant investment
related to the production, nuclear fuel, transmission, distribution and general plant as
functionalized.

Income Tax Depreciation

Income Tax Depreciation allowable for the calculation of Federal and State income taxes is based
upon the plant investment related to production, nuclear fuel, transmission, distribution and
general plant as functionalized.

Interest Expense

Interest costs associated with debt recorded in FERC Accounts 221-224 is used to calculate the
embedded cost of debt. The embedded cost of debt times the debt ratio as determined on Exhibit
V, Schedule 6, applied to the rate base determines the interest expense deduction for income
taxes.

Preferred Dividend Credit

A Preferred Dividend Credit (if any) is allowed on certain preferred stock issues in accordance
with Section 247 of the Internal Revenue Code. This credit is reflected in the calculation of
income taxes.
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DEPRECIATION AND AMORTIZATION EXPENSE

Depreciation expense and depreciation expense for asset retirement costs are recorded in FERC
Account 403 and 403.1, respectively by the plant functional classifications. Depreciation rates
used to calculate the depreciation expense for the original cost of plant as classified by functions
for this Agreement are shown on Exhibit IX - Specification of Depreciation Rates.

Amortization expense included to determine the charges among the Parties are recorded in FERC
Accounts 404, 405, 406, and 407.
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THEORETICAL RESERVE SURPLUS AMORTIZATION EXPENSE

NSP (Minn)’s demand related cost of service used in determining billings to NSP (Wis) shall
include the following annual amounts related to the theoretical reserve surplus. Theoretical
Reserve Surplus Amortization Expense included in determining the charges among the Parties is
recorded in FERC Account 407.4 (creation of Regulatory Asset) and FERC Account 407.3
(amortization of Regulatory Asset) by the plant functional classifications.

In the NSP (Minn) 2013 test year Minnesota retail electric rate case (MPUC Docket No.
E002/GR-12-961, order dated September 3, 2013), the MPUC approved the amortization of the
theoretical reserve surplus over a period other than the average remaining life. The NSP (Wis)
portion of the theoretical reserve surplus is $26,674,271.

In the NSP (Minn) 2014 test year Minnesota retail electric rate case (MPUC Docket No.
E002/GR-13-868, order dated May 8, 2015), the MPUC approved the accelerated amortization of
the theoretical reserve surplus. Specifically, the MPUC approved the balance of the remaining
theoretical reserve surplus for transmission, distribution, intangible and general functions of plant
be amortized in a pattern of 50 percent for 2014, 30 percent for 2015, and 20 percent for 2016.
Please refer to Exhibit V, Schedule 4.2. As of December 31, 2016, the theoretical reserve surplus
was fully amortized.

In the NSP (Minn) 2017 Annual Review of Remaining Lives (MPUC Docket No. E,G002/D-17-
147, order dated February 8, 2018), the MPUC approved the amortization rates to unwind the
Regulatory Asset created through the amortization of the theoretical reserve surplus, effective
January 1, 2017.

The table below shows the annual amortization expense amount beginning in 2013 and
continuing through the remaining lives of the associated plant. Consistent with remaining life
theory, NSP (Minn) will amortize the regulatory asset through an expense in FERC Account
407.3 and an offsetting credit to expense in FERC Account 403.

Theoretical Reserve Surplus Amortization Expense

Year Transmission Distribution General Total

2013 ($3,330,665) ($2,256) ($1,362) ($3,334,283)
2014 ($11,657,328) ($7,898) ($4,768) ($11,669,994)
2015 ($6,994,397) ($4,738) ($2,861) ($7,001,996)
2016 ($4,662,931) ($3,159) ($1,907) ($4,667,997)
2017 $630,625 $490 $1,857 $632,972
2018 $630,625 $490 $1,857 $632,972
2019 $630,625 $490 $1,857 $632,972
2020 $630,625 $490 $1,857 $632,972
2021 $630,625 $490 $1,857 $632,972
2022 $630,625 $490 $1,615 $632,730

2023 $630,625 $490 $0 $631,115
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THEORETICAL RESERVE SURPLUS AMORTIZATION EXPENSE

Year Transmission Distribution General Total
2024 $630,625 $490 $0 $631,115
2025 $630,625 $490 $0 $631,115
2026 $630,625 $490 $0 $631,115
2027 $630,625 $490 $0 $631,115
2028 $630,625 $490 $0 $631,115
2029 $630,625 $490 $0 $631,115
2030 $630,625 $490 $0 $631,115
2031 $630,625 $490 $0 $631,115
2032 $630,625 $490 $0 $631,115
2033 $630,625 $490 $0 $631,115
2034 $630,625 $490 $0 $631,115
2035 $630,625 $490 $0 $631,115
2036 $630,625 $490 $0 $631,115
2037 $630,625 $490 $0 $631,115
2038 $630,625 $490 $0 $631,115
2039 $630,625 $490 $0 $631,115
2040 $630,625 $490 $0 $631,115
2041 $630,625 $490 $0 $631,115
2042 $630,625 $490 $0 $631,115
2043 $630,625 $490 $0 $631,115
2044 $630,625 $490 $0 $631,115
2045 $630,625 $490 $0 $631,115
2046 $630,625 $490 $0 $631,115
2047 $630,625 $490 $0 $631,115
2048 $630,625 $490 $0 $631,115
2049 $630,625 $490 $0 $631,115
2050 $630,625 $490 $0 $631,115
2051 $630,625 $490 $0 $631,115
2052 $630,625 $485 $0 $631,110
2053 $557,037 $408 $0 $557,445
2054 $525,623 $0 $0 $525,623
2055 $525,623 $0 $0 $525,623
2056 $445,622 $0 $0 $445,622
2057 $230,462 $0 $0 $230,462
2058 $225,990 $0 $0 $225,990
2059 $225,990 $0 $0 $225,990
2060 $225,990 $0 $0 $225,990
2061 $225,990 $0 $0 $225,990
2062 $225,990 $0 $0 $225,990
2063 $225,990 $0 $0 $225,990
2064 $153,398 $0 $0 $153,398
2065 $123,777 $0 $0 $123,777
2066 $17,670 $0 $0 $17,670
2067 $2,974 $0 $0 $2,974
2068 $2,974 $0 $0 $2,974

2069 $1,712 $0 $0 $1,712
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PRAIRIE ISLAND EXTENDED POWER UPRATE AMORTIZATION REVENUE
REQUIREMENT

This Schedule 8.2 explains the Prairie Island Nuclear Plant Extended Power Uprate (PI EPU)
amortization expense revenue requirement calculation for purposes of this Agreement.

The PI EPU amortization revenue requirement is equal to the current year amortization and
calculated return on rate base of NSP (Wis)’s portion ($11,996,581) of the total actual PI EPU
cancelled project costs ($78,884,915) over the remaining life of the Prairie Island plant as
determined by the Minnesota Public Utilities Commission (MPUC) in the NSP (Minn) 2014 test
year rate case, Docket No. E002/GR-13-868.

NSP (Wis)’s portion of the total actual PI EPU cancelled project costs is based on the application
of the coincident peak demand ratios accepted by the Commission for the Interchange Agreement
in Docket No. ER14-1325-000. The annual amortization amount is calculated based on the 18.3-
year remaining life of the Prairie Island Plant beginning on January 1, 2016. The annual
amortization amount is calculated as follows:

Total NSP (Minn.) NSP (Wis.)
Demand Allocation Between Parties 100.0000% 84.7923% 15.2077%
PI EPU Abandoned Plant Costs $78,884,915  $66,888,334 $11,996,581
Annual Amortization Expense $ 4,302,814 $ 3,648,455 $ 654,359

NSP (Minn)’s demand related cost of service used in determining billings to NSP (Wis) shall also
include a return on the rate base associated with the unrecovered balance of PI EPU cancelled
project costs including Allowance for Funds Used During Construction (AFUDC). The return on
rate base shall be calculated as the 13 month average rate base of the PI EPU cancelled project
costs, less accumulated amortization, less accumulated deferred income taxes multiplied by the
NSP (Minn) weighted debt-only cost of capital. The cost of capital used to calculate the return on
rate base shall include only the cost of debt at the current NSP (Minn) rate and capital structure
percentage as determined under Exhibit V, Schedule 6.

NSP (Minn)’s demand related cost of service used in determining billings to NSP (Wis) for the
period commencing January 1, 2016, shall include $654,359 per year for purposes of amortizing
expenditures on the cancelled PI EPU project. The inclusion of that amount shall continue until
NSP (Minn) has recovered from NSP (Wis) its share ($11,996,581) of the total actual PI EPU
cancelled project costs including AFUDC. In the last month of the amortization, an amount of
less than one-twelfth of the $654,359 may be included in the fixed charges to achieve precise
recovery of the PI EPU cancelled project costs.

The PI EPU cancelled project costs included in determining the charges among the Parties are
recorded by NSP (Minn) in Account 182.2 Unrecovered Plant and Regulatory Study Costs. PI
EPU amortization expense is recorded by NSP (Minn) in Account 407 Amortization of Property
Losses, Unrecovered Plant and Regulatory Study Costs.

This schedule will be effective beginning January 1, 2016.
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MONTICELLO LIFE CYCLE MANAGEMENT / EXTENDED POWER UPRATE PROJECT
RETURN ON RATE BASE ADJUSTMENT

Demand related costs will be reduced by the return on rate base for a portion of the Monticello
Life Cycle Management/Extended Power Uprate (Monticello LCM/EPU) Project for purposes of
this Agreement. The reduction incorporates into the Interchange Agreement billings from NSP
(Minn.) to NSP (Wis.) the Minnesota Public Utilities Commission (MPUC) Orders in Docket No.
E002/CI-13-754 (Investigation into Xcel Energy’s Monticello LCM/EPU Project and Request for
Recovery of Cost Overruns) and Docket No. E002/GR-13-868 (Application of Northern States
Power Company for Authority to Increase Rates for Electric Service in the State of Minnesota),
(together the “Monticello LCM/EPU Orders”).

The Monticello LCM/EPU Orders approved recovery of the total project cost, but limited
recovery of the return on rate base to the original MPUC Certificate of Need application amounts,
escalated, including AFUDC, to $415 million. The MPUC Order in Docket No. E002/GR-13-
868 issued August 31, 2015, clarified that all (past, present and future) depreciation expense
recorded in the accumulated depreciation reserve be allocated on a pro-rated basis between the
total project cost that earns a return ($415 million) and the total project cost that does not earn a
return (amounts in excess of $415 million).

The adjustment shall be calculated by determining the return on rate base and associated income
taxes on the Monticello LCM/EPU Project prorated rate base not allowed a return and applying
the NSP (Wis.) demand allocation percent. The Monticello LCM/EPU Project prorated rate base
not allowed a return will be determined by applying the percentage of total Monticello LCM/EPU
Project costs in excess of $415 million to total Monticello LCM/EPU Project costs to each
component of the Total Monticello LCM/EPU Project rate base (plant in service, accumulated
provision for depreciation, and accumulated deferred income taxes).

The reduced return on rate base shall continue until the Monticello LCM/EPU Project is fully
depreciated, currently expected to be 2030.
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BENSON POWER TERMINATION AMORTIZATION REVENUE REQUIREMENT

Demand related costs will be adjusted to include an amortization and return on the rate base of
the costs incurred by NSP (Minn) to acquire the Benson Power, LLC (“Benson Power”) biomass
generating plant, terminate the power purchase agreement with Benson Power, and subsequently
close and dismantle the Benson Power facility (collectively the “Total Actual Benson Power
Termination Costs”). This adjustment incorporates into the Interchange Agreement billings from
NSP (Minn.) to NSP (Wis.) the Minnesota Public Utilities Commission (MPUC) Order in Docket
No. E002/M-17-530 (Petition to Terminate the PPA with Benson Power, LLC) and the FERC
Order in Docket No. EC17-166-000 (approving the NSP (Minn) purchase of the Benson Power,
LLC facility).

The Benson Power termination revenue requirement is equal to the current year amortization and
calculated return on rate base of NSP (Wis)’s portion of the total actual costs incurred by NSP
(Minn) to acquire the Benson Power generating plant, terminate the power purchase agreement
with Benson Power, and close and dismantle the Benson Power facility and remediate the site of
the Benson Power facility (“Benson Power Termination Costs”).

The annual amortization charge to NSP (Wis) will be calculated as follows:

1. Total Actual Benson Power Termination Costs

2. Multiply  NSP (Wis)’s Share of the 2018 NSP System Budget Energy Ratio

3. Equals NSP (Wis)’s Portion of the Total Actual Benson Power Termination Costs

4, NSP (Wis)’s Portion of the Total Actual Benson Power Termination Costs

5. Divide Period of Time between Termination Date and Contract Expiration (9/10/2028)
6. Equals Annual Amortization Charge to NSP (Wis)

A return on rate base will be calculated on the unrecovered balance of Benson Power Termination
Costs. The return on rate base will be calculated as the 13 month average rate base of the actual
incurred Benson Power Termination Costs, less accumulated amortization, less accumulated
deferred income taxes multiplied by the NSP (Minn) cost of capital. The cost of capital shall be
based on the NSP (Minn) currently authorized State of Minnesota retail electric return on equity
and the cost of debt and capital structure percentage as determined under Exhibit V, Schedule 6,
Return on Rate Base.

The Benson Power Termination Costs included in determining the charges among the Parties are
recorded by NSP (Minn) in Account 182.2, Unrecovered Plant and Regulatory Study Costs, and

Account 182.3, Other Regulatory Assets. The Benson Power Termination amortization expense

is recorded by NSP (Minn) in Account 407, Amortization of Property Losses, Unrecovered Plant
and Regulatory Study Costs, and Account 557, Other Expenses.

This schedule will be effective on the month and day NSPM acquires the Benson Power facility
and terminates the power purchase agreement with Benson Power, and will continue through the
contract expiration date of September 10, 2028.
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PROVISION FOR DEFERRED INCOME TAXES

The Provision for Deferred Income Taxes is recorded in FERC Accounts 410.1 and 411.1,
amounts debited and amounts credited, respectively. The Companies have segregated the
deferred income taxes by functional classification in the same detail as the original cost of plant
investment.
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PROPERTY TAXES

The Property Tax expense or taxes in lieu of property taxes are recorded in FERC Account 408.1.
Each Company has segregated its taxes by functional classification in the same detail as the
original cost of plant investment.
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INSURANCE EXPENSE

The Insurance Expense is recorded in FERC Accounts 924 and 925. Insurance expense included
is related to the production plant and transmission and distribution substations in the same manner
as the original cost of the plant investment for these facilities.
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FIXED PRODUCTION OPERATING AND MAINTENANCE EXPENSE

Production Operating and Maintenance Expenses are recorded in FERC Accounts 500 through
554 and 557. The expenses recorded in these accounts are determined to be demand related in
accordance with the FERC Demand and Energy Classification of Production Expenses - Exhibit
X.
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FIXED REGIONAL MARKET OPERATING AND MAINTENANCE EXPENSE

Regional Market Operating and Maintenance Expenses are recorded in FERC Accounts 575
through 576. The expenses recorded in these accounts are determined to be demand related as
billed.
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NET PURCHASED POWER DEMAND COSTS

Purchased Power Demand Costs as billed are recorded in FERC Account 555 - Purchased Power.
Firm Power Sales Demand Charges made to eligible non-associated entities are recorded in
FERC Account 447 - Revenue from Sales for Resale. The net amount of these demand charges
and credits is included as the Net Purchased Power Demand costs.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 14

PRODUCTION SYSTEM CONTROL AND LOAD DISPATCHING EXPENSE

Production System Control and Load Dispatching expense is recorded in FERC Account 556.
100% of these power supply expenses is included to determine the charges under the Agreement
in accordance with the FERC Demand and Energy Classification of Production Expenses -
Exhibit X.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 15

TRANSMISSION OPERATION AND MAINTENANCE EXPENSE

Transmission Operation and Maintenance expenses are recorded in FERC Accounts 560 through
573. 100% of these expenses is considered fixed or demand related.
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Operations and Interchange Power and Energy Schedule 16

CREDITS FOR PRODUCTION-RELATED SERVICES

Revenue for Production-Related Services is recorded in FERC Accounts 454 - Rent From
Electric Property and 456 - Other Operating Revenue. These Revenues are credited to production
operating and maintenance expenses.
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Agreement to Coordinate Planning and Exhibit V
Operations and Interchange Power and Energy Schedule 17

CREDITS FOR TRANSMISSION RELATED SERVICES

Revenue from Transmission Related Service is recorded in FERC Accounts 454 — Rent from
Electric Property, 456 - Other Electric Revenues, and 456.1 — Revenues From Transmission of
Electricity of Others. These revenues are credited to transmission operating and maintenance
expenses.

Provision for rate refunds recorded in FERC Account 449.1 include transmission related amounts
being collected subject to refund which are estimated to be required to be refunded.
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FORMULA TYPE PROCEDURES FOR DEVELOPMENT OF

ENERGY RELATED COSTS

The energy-related costs used in Exhibit IV shall be those developed on Line 5 of this exhibit.

Fuel Expenses (Schedule 1)

Variable Production and Regional Market
Operating, and Maintenance Expense
(Schedule 2 and 2.1)

Net Purchased Power Energy Costs
(Schedule 3)

Carrying Cost on Fuel Stocks

Carrying Cost on Energy-Related Deferred
Nuclear Refueling Outage Costs

Total Energy Related Costs (Total lines 1
through 4.1)

NSP (Minn) NSP(Wis)
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FUEL EXPENSES

Fuel Expenses are recorded in FERC Accounts 501, 518 and 547. 100% of fuel expenses is
included as a variable expense in accordance with the FERC Classification of Production
Expenses - Exhibit X.
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Agreement to Coordinate Planning and Exhibit VI
Operations and Interchange Power and Energy Schedule 2

VARIABLE PRODUCTION OPERATING AND MAINTENANCE EXPENSES

Production Operating and Maintenance expenses are recorded in FERC Accounts 500 through
554 and 557. The expenses recorded in these accounts are determined to be energy related in
accordance with the FERC Demand and Energy Classification of Production Expenses - Exhibit
X.
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Operations and Interchange Power and Energy Schedule 2.1

VARIJABLE REGIONAL MARKET OPERATING AND MAINTENANCE EXPENSES

Regional Market Operating and Maintenance expenses are recorded in FERC Accounts 575
through 576. The expenses recorded in these accounts are determined to be energy related as
billed.
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Agreement to Coordinate Planning and Exhibit VI
Operations and Interchange Power and Energy Schedule 3

NET PURCHASED POWER ENERGY COSTS

Purchased Power Energy Costs as billed are recorded in FERC Account 555 - Purchased Power
and FERC Account 555.1 — Power Purchased for Energy Storage Operations. Firm power energy
sales are recorded in Account 447 - Revenue from Sales for Resale. The net amount of these
energy charges and credits is included as the Net Purchased Power Energy costs. Purchased
Power Energy Costs shall be adjusted to exclude amounts related to energy requirements fulfilled
by energy resources required by certain state energy policies or statutes that are direct assigned to
participating customers for ratemaking purposes."

" Including, but not limited to, the NSP (Minn) Windsource® program. For the community solar
garden programs and other programs similar in nature, the actual cost of such energy shall be
excluded from FERC Account 555 and substituted with the market cost of such generation. The
market cost shall be calculated using the hourly day-ahead locational marginal price (“LMP”’)
from the MISO energy market. Costs incurred for community solar garden generation power
above the amount calculated using the hourly day-ahead LMP will be direct assigned to NSP
(Minn) or NSP (Wis) and the applicable state jurisdiction approving the solar garden.
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SPECIFICATION OF RATE OF RETURN ON COMMON EQUITY

The rate of return on common equity to determine the overall cost of capital as developed in
accordance with Exhibit V, Schedule 6, is 10.40%.
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Operations and Interchange Power and Energy

SPECIFICATION OF AVERAGE MONTHLY COINCIDENTAL PEAK DEMANDS

Calendar Year 2021 Contract Year
Monthly Coincidental Peak Demands (KW)

NSP (Minn) NSP (Wis) Total System
2019 January 5,523 1,156 6,679
February 5,138 1,082 6,220
March 5,133 1,097 6,231
April 4,679 936 5,615
May 5,167 989 6,156
June 6,388 1,065 7,454
July 7,469 1,305 8,774
August 6,539 1,209 7,748
September 6,619 1,093 7,712
October 4,535 938 5,473
November 5,026 1,064 6,090
December 5,196 1,097 6.293
Total 67,413 13,032 80,445
2020 January 5,093 1,077 6,170
February 4,996 1,094 6.090
March 4,593 949 5,542
April 4,244 852 5,096
May 5,120 986 6,106
June 6,925 1,191 8,116
July 6,687 1,237 7,924
August 6,648 1,276 7,924
September 5,992 1,093 7,085
October 4,339 900 5,239
November 4418 950 5,368
December 4,845 1,061 5.906
Total 63,900 12,666 76,566
2021 January 4,867 1,057 5,924
February 4,701 1,017 5,718
March 4,543 962 5,505
April 4,151 875 5,026
May 5,222 1,015 6,237
June 6,310 1,254 8,064
July 6,812 1,263 8,076
August 6,771 1,305 8,076
September 6,126 1,121 7,247
October 4,469 931 5,400
November 4,554 981 5,537
December 4.982 1.095 6.077

Total 64,008 12,879 76,887
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SPECIFICATION OF COMPOSITE DEPRECIATION RATES 2021 CONTRACT YEAR

The annual composite depreciation rates for production are calculated based on forecasted
depreciation expense accruals and average plant balances. The forecasted depreciation expense is
calculated based on approved remaining life depreciation lives and rates certified by the
respective state Commissions for NSP (Minn) and NSP (Wis). Rates for transmission,
distribution, and general functions are the approved rates for each plant account. NSP (Minn)'s
rates are a blended calculation of the approved rates in Minnesota, North Dakota, and South
Dakota. NSP (Wis)'s approved rates are the same for both the Wisconsin and Michigan
jurisdictions. Even though individual depreciation lives may not have changed from the previous
year, these are composite rates and a change in plant balances could cause a change in the rate by

FERC Account.
NSP (Minn)
FERC ACCOUNT
PRODUCTION
E311 STEAM
E312 STEAM
E314 STEAM
E315 STEAM
E316 STEAM
E302 NUCLEAR
E321 NUCLEAR
E322 NUCLEAR
E323 NUCLEAR
E324 NUCLEAR
E325 NUCLEAR
E302 HYDRO
E331 HYDRO
E332 HYDRO
E333 HYDRO
E334 HYDRO
E335 HYDRO
E340.1 OTHER
E341 OTHER
E342 OTHER
E343 OTHER
E344 OTHER
E345 OTHER
E346 OTHER
E348 OTHER

DESCRIPTION

Structures and Improvements

Boiler Plant Equipment
Turbogenerator Units

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Franchises & Consents

Structures and Improvements

Reactor Plant Equipment
Turbogenerator Units

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Franchises & Consents

Structures and Improvements
Reservoirs, Dams and Waterways
Water Wheels, Turbines & Generators
Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Wind Rights

Structures and Improvements

Fuel Holders, Producers & Accessories
Prime Movers

Generators

Accessory Electric Equipment
Miscellaneous Power Plant Equipment
Energy Storage Equipment — Production

ANNUAL
DEPRECIATION RATE

4.38%
4.47%
4.66%
3.65%
3.94%

5.23%
5.01%
4.01%
3.58%
4.09%
4.83%

3.74%
7.57%
5.28%
5.49%
5.86%
9.09%

4.31%
3.79%
4.23%
3.32%
4.09%
3.84%
6.21%
7.15%
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TRANSMISSION
E351
E352
*E352
E353
*E353
E354
*E354
E355
*E355
E356
*E356
E357
E358

DISTRIBUTION
E361
*E361
E362
*E362
E363
E364
E365
E366
E367
E368
E368
E369
E369
E370
E370.2
E370.3
E373

Energy Storage Equipment — Transmission

Structures and Improvements
Structures and Improvements-Prod.
Station Equipment

Station Equipment-Prod.

Towers and Fixtures

Towers and Fixtures-Prod.

Poles and Fixtures

Poles and Fixtures-Prod.

Overhead Conductors & Devices
Overhead Conductors & Devices-Prod.
Underground Conduit

Underground Conductors & Devices

Structures and Improvements
Structures and Improvements-Prod.
Station Equipment

Station Equipment-Prod.

Energy Storage Equipment — Distribution
Poles, Towers and Fixtures
Overhead Conductors and Devices
Underground Conduit

Underground Conductor and Devices
Line Transformers

Line Capacitors

Overhead Services

Underground Services

Meters

AGIS Meters

Electric Vehicle Chargers

Street Lighting and Signal Systems
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0.00%
1.48%
1.48%
2.03%
2.03%
1.78%
1.78%
2.39%
2.39%
2.02%
2.02%
1.36%
2.05%

2.09%
2.08%
2.29%
2.31%
0.00%
4.64%
3.18%
2.14%
2.24%
3.21%
3.97%
4.34%
2.41%
5.67%
5.58%
5.58%
5.27%
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GENERAL - ELECTRIC

E302
E303
E303
E390
E391
E391
E392
E392
E392
E392
E393
E394
E395
E396
E397
E397
E397
*E397
E397
E398

Franchises & Consents

Intangible Plant — 5 Year

Intangible Plant — 10 Year

Structures and Improvements

Office Furniture and Equipment
Network Equipment

Transportation Equipment — Auto
Transportation Equipment — Light Truck
Transportation Equipment — Trailers
Transportation Equipment — Heavy Trucks
Stores Equipment

Tools, Shop and Garage Equipment
Laboratory Equipment

Power Operated Equipment
Communication Equipment — General
Communication Equipment — Two Way
Communication Equipment — AMR
Communication Equipment — EMS
Communication Equipment — Smart Grid
Miscellaneous Equipment
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5.50%
20.77%
10.00%

2.23%
4.70%
16.28%

9.77%

8.65%

6.41%

6.73%
4.54%

6.39%

9.84%

6.09%

9.61%
10.18%

6.08%

6.30%

9.61%

6.31%

The Nuclear Decommissioning annual accrual is an approved amount which is recovered from
customers to fund the decommissioning of the Monticello and Prairie Island nuclear generating

facilities.

Jurisdiction
Minnesota Retail
North Dakota Retail
South Dakota Retail
Wisconsin Retail

2021 Approved Accrual Docket No./Case No.
$14,030,831 E-002/M-17-828

$276,513  PU-12-813
$1,234,251 EL14-058
$4,830,150 4220-UR-124
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SPECIFICATION OF COMPOSITE DEPRECIATION RATES 2021 CONTRACT YEAR

Structures and Improvements

Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements
Reservoirs, Dams and Waterways
Water Wheels, Turbines & Generators
Accessory Electric Equipment
Miscellaneous Power Plant Equipment

Structures and Improvements
Fuel Holders, Producers & Accessories

Accessory Electric Equipment
Miscellaneous Power Plant Equipment
Energy Storage Equipment — Production

Energy Storage Equipment — Transmission
Structures and Improvements
Structures and Improvements-Prod.

Overhead Conductors & Devices

NSP (Wis)

FERC ACCOUNT DESCRIPTION
PRODUCTION

E311 STEAM

E312 STEAM Boiler Plant Equipment
E314 STEAM Turbogenerator Units
E315 STEAM

E316 STEAM

E302 HYDRO Franchises & Consents
E331 HYDRO

E332 HYDRO

E333 HYDRO

E334 HYDRO

E335 HYDRO

E341 OTHER

E342  OTHER

E343  OTHER Prime Movers

E344 OTHER Generators

E345 OTHER

E346 OTHER

E348 OTHER

TRANSMISSION

E351

E352

*E352

E353 Station Equipment
*E353 Station Equipment-Prod.
E354 Towers and Fixtures
E355 Poles and Fixtures
E356

E357 Underground Conduit
E358

E359

Underground Conductors & Devices
Roads and Trails

ANNUAL
DEPRECIATION RATE

6.06%
4.77%
4.80%
5.70%
3.95%

3.85%
3.68%
3.75%
4.24%
4.71%
4.28%

2.50%
3.04%
3.66%
3.09%
3.20%
1.71%
0.00%

0.00%
2.01%
1.98%
2.58%
2.33%
1.73%
2.99%
2.60%
2.08%
2.73%
1.43%
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DISTRIBUTION
E361
*E361
E362
*362
E363
E364
E365
E366
E367
E368
E368
E369
E369
E370
E370.1
E370.2
E371
E373

GENERAL ELECTRIC

E302
E303
E303
E390
E391
E391
E392
E392
E392
E392
E393
E394
E395
E396
E397
*E397
E398

Structures and Improvements
Structures and Improvements — Prod.
Station Equipment

Station Equipment — Prod.

Energy Storage Equipment — Distribution
Poles, Towers and Fixtures
Overhead Conductors and Devices
Underground Conduit

Underground Conductor and Devices
Line Transformers

Line Capacitors

Overhead Services

Underground Services

Meters

Meters — Old

Meters — AMR

Customer Installations

Street Lighting and Signal Systems

Franchises & Consents

Intangible Plant — 5 Year

Intangible Plant — 7 Year

Structures and Improvements

Office Furniture and Equipment
Network Equipment

Transporation Equipment — Auto
Transportation Equipment — Light Truck
Transportation Equipment — Trailers
Transportation Equipment — Heavy Truck
Stores Equipment

Tools, Shop and Garage Equipment
Laboratory Equipment

Power Operated Equipment
Communication Equipment — AES/AMR
Communication Equipment — EMS
Miscellaneous Equipment
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2.13%
2.12%
2.44%
2.41%
0.00%
5.48%
4.28%
1.80%
2.73%
2.56%
3.09%
4.02%
2.78%
3.99%
4.90%
6.53%
5.36%
6.63%

5.00%
21.13%
14.29%
2.59%
4.97%
24.25%
13.51%
9.81%
9.97%
9.96%
4.97%
4.97%
4.75%
8.23%
6.63%
9.05%
4.98%
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Uniform System
of Accounts
Account No.

500
501
502
503
504

505
506
507
509

510
511
512
513
514

517
518
519
520
523
524
525

528
529
530
531
532

SPECIFICATIONS OF DEMAND AND ENERGY
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CLASSIFICATION OF PRODUCTION EXPENSES

Description

Steam Power Generation Operation

Operation Supervision and Engineering
Fuel

Steam Expenses

Steam from other sources

Steam transferred - CR

Electric Expenses

Miscellaneous steam power expenses
Rents

Allowances

Maintenance

Supervision and engineering
Structures

Boiler plant

Electric plant

Miscellaneous steam plant

Nuclear Power Generation Operation

Operation supervision and engineering
Fuel

Coolants and water

Steam expenses

Electric expenses

Miscellaneous nuclear power expenses
Rents

Maintenance

Supervision and engineering
Structures

Reactor plant equipment
Electric plant

Miscellaneous nuclear plant

Classification

Demand

Energy

el ol

KRR K X

o le

ol

ol
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SPECIFICATIONS OF DEMAND AND ENERGY
CLASSIFICATION OF PRODUCTION EXPENSES
Uniform System
of Accounts Classification
Account No. Description Demand Energy
Hydraulic Power Generation Operation
535 Operation supervision and engineering X
536 Water for power X
537 Hydraulic expenses X
538 Electric expenses X
539 Miscellaneous hydraulic power expenses X
540 Rents X
Maintenance
541 Supervision and engineering X
542 Structures X
543 Reservoirs, dams and waterways X
544 Electric plant X
545 Miscellaneous hydraulic plant X
Other Power Generation Operation
546 Operation Supervision and Engineering X
547 Fuel X
548 Generation expenses X
548.1 Operation of energy storage equipment X
549 Miscellaneous other power generation X
550 Rents X
Maintenance
551 Supervision and engineering X
552 Structures X
553 Generating and electric equipment X
553.1 Maintenance of energy storage equipment X
554 Miscellaneous other power generation plant X
Other Power Supply Expenses
555 Purchased power As Billed
555.1 Power purchased for storage operations As Billed
556 System control and load dispatching X
557 Other expenses As Billed
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