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PROCEDURAL HISTORY

On November 9, 2006, Northern States Power Company, awholly owned subsidiary of Xcel
Energy Inc., filed a genera rate case seeking an annual rate increase of $18,542,000, or
approximately 2.41%. On November 15, 2006, the Commission issued a notice to potentially
interested parties requesting comments on whether the Commission should accept the filing as
substantially complete and whether it should refer the case to the Office of Administrative
Hearings for contested case proceedings.

The only party to file comments was the Minnesota Department of Commerce, which
recommended accepting the filing as complete and referring the case for contested case
proceedings. On December 21, 2006, the filing came before the Commission.

On today’ s date the Commission issued an Order in this case finding the rate case filing to be
substantially complete and suspending the proposed rates pending afinal decision on the merits of
the rate case filing. By further Order in this case, the Commission set an interim rate schedule. In
arelated proceeding, the Commission set a new base cost of gas for interim rates.*

! Inthe Matter of Northern States Power Company, a Wholly Owned Subsidiary of Xcel
Energy Inc., to Establish a New Base Cost of Gas for Interim Rates, Docket No. G-002/M R-06-
1578.



FINDINGS AND CONCLUSIONS

l. Jurisdiction and Referral for Contested Case Proceedings

The Commission has jurisdiction over proposed rate changes under Minn. Stat. 8 216B.16. If
the Commission is unable to resolve al significant issues regarding the reasonabl eness of the
proposed rates on the basis of the filing itself, the Commission is to refer the matter to the Office
of Administrative Hearings for contested case proceedings. Minn. Stat. § 216B.16, subd. 2.

The Commission finds that it cannot satisfactorily resolve all questions regarding the
reasonabl eness of the proposed rates on the basis of the Company'sfiling. The Commission will
therefore refer the matter to the Office of Administrative Hearings for contested case

proceedings.

. Proposed Rates

The Company proposes rate increases by customer class as follows:

(Based on Exhibit AAL-1, Schedule 5, p. 1 of 6)

Firm Sales

Residential

Sm C&I

Lg C&l

Sm C&|-Demand Billed
Lg C&I-Demand Billed

Interruptible Sales
Small Int.
Medium Int.
Large Int.

Transportation
Large Firm
Small Int.
Medium Int.

Large Int. (Negotiated)
Generation

Generation - System
Generation - Transp.

Total Retail Revenue

Revenue Revenue Proposed Net
# of Dkt Present Proposed Changein  Percentage
Customers Sdes Rates Rates Revenue Change
394,016 34,836,000 $ 413,835,000 $ 428,363,000 $ 14,528,000 3.5%
26,014 7,285,000 $ 82,338,000 $ 84,752,000 $ 2,414,000 2.9%
6,137 10,505,000 $ 112,283,000 $ 113,193,000 $ 910,000 0.8%
19 157,000 $ 1,676,000 $ 1,690,000 $ 13,000 0.8%
111 2,445,000 $ 26,277,000 $ 26,500,000 $ 223,000 0.8%
432 3,436,000 $ 32,315,000 $ 32,467,000 $ 153,000 0.5%
121 6,158,000 $ 58,543,000 $ 58,717,000 $ 174,000 0.3%
3 2,140,000 $ 21,753,000 $ 21,795,000 $ 42,000 0.2%
3 287,000 $ 295,000 $ 320,000 $ 24,000 8.1%
6 395,000 $ 179,000 $ 190,000 $ 11,000 6.1%
3 5,753,000 $ 617,000 $ 621,000 $ 4,000 0.6%
8 1,606,000 $ 16,052,000 $ 16,088,000 $ 36,000 0.2%
1 1,298,000 $ 1,779,000 $ 1,779,000 - 0.0%
426,874 76,303,000 $ 767,942,000 $ 786,473,000 $ 18,531,000 2.4%



(Based on Exhibit AAL-1, Schedule 5, p. 1 of 6)

Revenue Revenue Proposed Net
# of Dkt Present Proposed Changein  Percentage
Customers Sales Rates Rates Revenue Change
Total Other Gas Rev. $ 6,312,000 $ 6,323,000 $ 11,000 0.2%
Total Salesand Other Gas Revenues $ 7742550008 792.796.000 $ 18542000 2.4%

The Company proposes to increase monthly customer charges as set forth below:

Charge for
L ow-income Percent

Current Proposed Discount Program Total Change
Firm Sales
Residential $8.00 $9.00 $0.49 $9.49 18.6%
Sm C& | $20.00 $24.00 $0.49 $24.49 22.5%
Lg C&l $40.00 $40.00 $0.49 $40.49 1.2%
Sm C&I-Demand Billed $150.00 $150.00 $0.49 $150.49 0.3%
Lg C&I-Demand Billed $275.00 $275.00 $0.49 $275.49 0.2%
Interruptible Sales
Small Int. $125.00 $125.00 $0.49 $125.49 0.4%
Medium Int. $300.00 $300.00 $0.49 $300.49 0.2%
Large Int. $450.00 $450.00 $0.49 $450.49 0.1%
Transportation
Large Firm $300.00 $300.00 $0.49 $300.49 0.2%
Small Int. $150.00 $150.00 $0.49 $150.49 0.3%
Medium Int. $325.00 $325.00 $0.49 $325.49 0.2%
LargeInt. $475.00 $475.00 $0.49 $475.49 0.1%

The Company also proposes to increase distribution and demand charges® as set forth below:

Current Proposed Percent
Change
Firm Sales

Residential $ 0.16263 $ 0.19112 17.5%
Sm C&I $ 0.11366 $ 0.12775 12.4%
LgC&l $ 0.11324 $ 0.12175 7.5%

Sm C&I-Demand Billed
Dist. Demand Charge* $ 0.69295 $ 0.75785 9.4%
Dist. Commodity Charge $ 0.03900 $ 0.04200 7.7%

Lg C&I-Demand Billed

2 Distribution demand charges are in therms per month of billing demand.
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Current Proposed Percent

Change
Dist. Demand Charge* $ 0.69295 $ 0.75785 9.4%
Dist. Commaodity Charge $ 0.03900 $ 0.04200 7.7%
Interruptible Sales
Small Int. $ 0.08675 $ 0.09131 5.3%
Medium Int. $ 0.03900 $ 0.04200 1.7%
Large Int. $ 0.03565 $ 0.03780 6.0%
Transportation
Large Firm
Dist. Demand Charge* $ 0.69295 $0.75785 9.4%
Dist. Commaodity Charge $ 0.03900 $0.04200 7.7%
Small Int. $ 0.08675 $0.09131 5.3%
Medium Int. $ 0.03900 $0.04200 1.7%
Large Int. (Negotiated) $ 0.01350 $0.01376 1.9%
[11.  Issuesto be Addressed

Parties shall specifically and thoroughly address the following issues in the course of the
contested case proceedings ordered herein:

(D) Isthe test year revenue increase sought by the Company reasonable or will it
result in unreasonable and excessive earnings by the Company?

2 Is the rate design proposed by the Company, including proposed revisions
to customer charges, reasonable?

3 Are the Company's proposed capital structure, cost of capital, and return
on equity reasonable?

(4)  Arethe Company’s salesforecast, its calculation methodology and the underlying
assumptions and inputs used in that calcul ation reasonable?

5) Isthe Company’s proposal for aresidential revenue decoupling mechanism
reasonable?

(6) Isthe Company’s proposal for aresidential low-income discount rate program
reasonable?

@) Are the Company’ s treatment of costs to support service to electric generation
customers in its class cost of service study reasonable?

(8 Should a stand alone tariff for electric generation service be established?



The parties may also raise and address other issues relevant to the Company's proposed rate
increase.

IV.  Procedural Outline
A. Administrative Law Judge

The Administrative Law Judge assigned to this case is Beverly Jones Heydinger. Her address and
telephone number are asfollows. Office of Administrative Hearings, Suite 1700, 100 Washington
Square, Minneapolis, Minnesota 55401-2138; (612) 341-7606.

B. Hearing Procedure
. Controlling Statutes and Rules

Hearings in this matter will be conducted in accordance with the Administrative Procedure Act,
Minn. Stat. 88 14.57-14.62; the rules of the Office of Administrative Hearings, Minn. Rules, parts
1400.5100 to 1400.8400; and, to the extent that they are not superseded by those rules, the
Commission's Rules of Practice and Procedure, Minn. Rules, parts 7829.0100 to 7829.3200.

Copies of these rules and statutes may be purchased from the Print Communications Division of the
Department of Administration, 660 Olive Street, St. Paul, Minnesota 55155; (651) 297-3000. These

rules and statutes also appear on the State of Minnesota’ s website at www.revisor.leg.state.mn.us.

The Office of Administrative Hearings conducts contested case proceedings in accordance with
the Minnesota Rules of Professional Conduct and the Professionalism Aspirations adopted by the
Minnesota State Bar Association.

. Right to Counsel and to Present Evidence

In these proceedings, parties may be represented by counsel, may appear on their own behalf, or
may be represented by another person of their choice, unless otherwise prohibited as the
unauthorized practice of law. They have the right to present evidence, conduct cross-
examination, and make written and oral argument. Under Minn. Rules, part 1400.7000, they
may obtain subpoenas to compel the attendance of witnesses and the production of documents.

Parties should bring to the hearing all documents, records, and witnesses necessary to support
their positions.

. Discovery and Informal Disposition

Any questions regarding discovery under Minn. Rules, parts 1400.6700 to 1400.6800 or informal
disposition under Minn. Rules, part 1400.5900 should be directed to Robert Harding, Public Utilities
Rates Analyst, Minnesota Public Utilities Commission, 121 7" Place East, Suite 350, St. Paul,
Minnesota 55101-2147, (651) 201-2237; or Lisa Crum, Assistant Attorney General, 1100 NCL
Tower, 445 Minnesota Street, St. Paul, Minnesota 55101, (651) 297-5945.


http://www.revisor.leg.state.mn.us

. Protecting Not-Public Data

State agencies are required by law to keep some data not public. Parties must advise the
Administrative Law Judge if not-public datais offered into the record. They should take note that
any not-public data admitted into evidence may become public unless a party objects and requests
relief under Minn. Stat. § 14.60, subd. 2.

. Accommodations for Disabilities; Interpreter Services
At the request of any individual, this agency will make accommodations to ensure that the hearing in
this caseis accessible. The agency will appoint aqualified interpreter if necessary. Persons must
promptly notify the Administrative Law Judge if an interpreter is needed.

. Scheduling Issues

The times, dates, and places of public and evidentiary hearings in this matter will be set by order of
the Administrative Law Judge after consultation with the Commission and intervening parties.

. Notice of Appearance

Any party intending to appear at the hearing must file a notice of appearance (Attachment A) with
the Administrative Law Judge within 20 days of the date of this Notice and Order for Hearing.

. Sanctions for Non-compliance

Failure to appear at a prehearing conference, a settlement conference, or the hearing, or failure to
comply with any order of the Administrative Law Judge, may result in facts or issues being resolved
against the party who fails to appear or comply.

C. Parties and I ntervention

The current parties to this case are the Company and the Minnesota Department of Commerce. Other
persons wishing to become formal parties shall promptly file petitions to intervene with the
Administrative Law Judge. They shall serve copies of such petitions on all current parties and on the
Commission. Minn. Rules, part 1400.6200.

D. Prehearing Conference

A prehearing conference will be scheduled by the Administrative Law Judge. The Office of
Administrative Hearings will notify all parties of itstime, date, and place.

Persons participating in the prehearing conference should be prepared to discuss time frames,
scheduling, discovery procedures, and similar issues. Potential parties are invited to attend the pre-
hearing conference and to file their petitions to intervene as soon as possible.



E. Time Constraints

The Commission is required to act on substantially complete rate case filings within ten months,
although this ten-month period can be extended for brief periods to permit the negotiation and
consideration of settlements.> The Commission asks the Office of Administrative Hearings to
conduct contested case proceedings in light of these time constraints and requests that the
Administrative Law Judge submit her final report within eight months of November 9, 2006, the date
on which this rate case filing was substantially compl ete.

V. Application of Ethicsin Government Act

The lobbying provisions of the Ethicsin Government Act, Minn. Stat. 88 10A.01 et seq., apply to
general rate cases. Persons appearing in this proceeding may be subject to registration, reporting, and
other requirements set forth in that Act. All persons appearing in this case are urged to refer to the
Act and to contact the Campaign Finance and Public Disclosure Board, telephone number (651) 296-
5148, with any questions.

VI. Ex Parte Communications

Restrictions on ex parte communications with Commissioners and reporting requirements regarding
such communications with Commission staff apply to this proceeding from the date of this Order.
Those restrictions and reporting requirements are set forth at Minn. Rules, parts 7845.7300-
7845.7400, which all parties are urged to consult.

VII. Notices Required; Delegation of Authority

Finaly, the rate case statute and the Commission’s rules require comprehensive notice of proposed
general rate increases. Those notices are required in the ordering paragraphs below, and to promote
administrative efficiency, the Commission will delegate to the Executive Secretary the authority to
approve customer notices and bill inserts for the duration of this proceeding.

ORDER

1. The Commission hereby refers this case to the Office of Administrative Hearings for
contested case proceedings, as set forth above.

2. The Company shall promptly mail copies of this Order to al municipalities, counties, and
local governing authorities within in its Minnesota service area.

3. Public hearings shall be held in this case at |ocations within the service area of the Company;
those locations shall be set by the Administrative Law Judge after consultation with the
parties and Commission staff.

3 Minn. Stat. § 216B.16, subd. 2; Minn. Stat. § 216B.16, subds. 1aand 2.

7



4, The Company shall give the following notices of the evidentiary and public hearings:

A. Individual written notice to each customer, which may be in the form of abill insert,
and shall be served at |east ten days before the first day of hearings.

B. Written notice to the governing bodies of all municipalities, counties, and local
governing bodies in the area affected and to all partiesin the Company’slast two rate
cases. These notices shall be mailed at least ten days before the first day of hearings.

C. Display advertisementsin legal newspapers of affected counties and other newspapers
of general circulation within the Company’s Minnesota service area. These
advertisements shall appear at least ten days before the first day of hearings. They
shall include the heading RATE INCREASE NOTICE, which heading shall appear
in bold face type no smaller than 30 points.

5. The Company shall submit proposed notices for Commission approval prior to publication or
service.

6. The Commission delegates to the Executive Secretary the authority to approve customer
notices and bill inserts for the duration of this proceeding.
7. This Order shall become effective immediately.

BY ORDER OF THE COMMISSION

Burl W. Haar
Executive Secretary

(SEAL)

This document can be made available in alternative formats (i.e., large print or audio tape) by calling
(651) 201-2202 (voice) or 1-800-627-3529 (MN relay service).



ATTACHMENT A

BEFORE THE MINNESOTA OFFICE OF ADMINISTRATIVE HEARINGS
100 Washington Square, Suite 1700
Minneapolis, Minnesota 55401-2138

FOR THE MINNESOTA PUBLIC UTILITIES COMMISSION
121 Seventh Place East Suite 350
St. Paul, Minnesota 55101-2147

In the Matter of the Application of Northern MPUC Docket No. G-022/GR-06-1429
States Power Company, a Minnesota Corporation

and Wholly Owned Subsidiary of Xcel Energy =~ OAH Docket No.

Inc., for Authority to Increase Rates for Natural

Gas Service in Minnesota NOTICE OF APPEARANCE

Name, Address and Telephone Number of Administrative Law Judge:

Beverly Jones Heydinger, Office of Administrative Hearings, Suite 1700, 100 Washington Square,
Minneapolis, Minnesota 55401; (612) 341-7606

TO THE ADMINISTRATIVE LAW JUDGE:
You are advised that the party named below will appear at the above hearing.

NAME OF PARTY:

ADDRESS:

TELEPHONE NUMBER:

PARTY'SATTORNEY OR OTHER REPRESENTATIVE:

OFFICE ADDRESS:

TELEPHONE NUMBER:

SIGNATURE OF PARTY ORATTORNEY:




