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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term

BTEs
CIO
CIp
CRS
DEMS
EEI
ERP
FERC

GIST-3

GL
ISD
IT

NERC

Operating Companies

SCADA

SPP

Meaning

Business Technology Executives

Chief Information Officer

Critical Infrastructure Protection
Customer Resource System

Dynamic Energy Management System
Edison Electric Institute

Enterprise Resource Planning System
Federal Energy Regulatory Commission

Geospatial Information Systems for
Transmission Phase 3

General Ledger
In-Service Date
Information Technology

North American Electric Reliability
Corporation

Northern States Power Company, a
Minnesota corporation; Northern States
Power Company, a Wisconsin corporation;
Public Service Company of Colorado, a
Colorado corporation; and SPS

Supervisory Control and Data Acquisition

Southwest Power Pool
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Acronym/Defined Term Meaning

SPP IM Phase 11 Southwest Power Pool Integrated
Marketplace Phase I1
SPS Southwestern Public Service Company, a

New Mexico corporation

Test Year January 1, 2016 through December 31,
2106.

WAM Work and Asset Management

Xcel Energy Xcel Energy Inc.

XES Xcel Energy Services Inc.
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DCH-1 Business Systems Capital Additions
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I.  WITNESS IDENTIFICATION AND QUALIFICATIONS

Q. Please state your name and business address.
My name is David C. Harkness. My business address is 414 Nicollet Mall,
Minneapolis, Minnesota 55401.

Q. On whose behalf are you testifying in this proceeding?
I am testifying on behalf of Southwestern Public Service Company, a New
Mexico corporation (“SPS”) and wholly-owned electric utility subsidiary of Xcel
Energy Inc. (“Xcel Energy”). Xcel Energy is a registered holding company that
owns several electric and natural gas utility operating companies.!

Q. By whom are you employed and in what position?
I am employed by Xcel Energy Services Inc. (“XES”) as Chief Information

Officer (“CIO”) and Vice President.

I Xcel Energy is the parent company of four wholly-owned electric utility operating companies:
Northern States Power Company, a Minnesota corporation; Northern States Power Company, a Wisconsin
corporation; Public Service Company of Colorado, a Colorado corporation; and SPS (collectively,
“Operating Companies”). Xcel Energy’s natural gas pipeline subsidiary is WestGas InterState, Inc. Xcel
Energy also has two transmission-only operating companies, Xcel Energy Southwest Transmission
Company, LLC and Xcel Energy Transmission Development Company, LLC, both of which are regulated
by the Federal Energy Regulatory Commission (“FERC”).
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Please briefly outline your responsibilities as CIO and Vice President.
I am responsible for the XES Business Systems organization, which performs
Xcel Energy’s shared Information Technology (“IT”) functions. The key types of
activities performed include all enterprise application development and
maintenance, management of IT infrastructure, data center operations and
architecture, and IT governance. Also as part of this role, I am responsible for
cyber security and IT disaster recovery. I report to the Chief Administrative
Officer.
Please describe your educational background.
I hold a Bachelor of Arts degree from the University of lowa with a major in
Computer Science and Applied Mathematics.
Please describe your professional experience.
I have more than 29 years of experience in the field of IT, with 25 of those years
being in a management role. I joined Xcel Energy in November 2009, following
six years at PNM Resources in Albuquerque, New Mexico, where I first served as
Senior Director, Business Process Outsourcing, then as Senior Director of

Business Transformation and, finally, as Vice President and CIO for more than

three years. While in New Mexico, I was also appointed by Governor Richardson
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to New Mexico’s Information Technology Commission, where I helped establish
and direct IT strategy for the State of New Mexico. Prior to that experience, I
held several IT leadership roles for McLeod USA, MCI, and Rockwell
International, where I began my career in 1986.
Have you attended or taken any special courses or seminars relating to
public utilities?
Yes. I attended the University of Idaho Utility Executive Course in 2006. I also
attended a Merger and Acquisition course at Northwestern University’s Kellogg
School of Management in 2007.
Are you a member of any professional organizations?
Yes. I serve on two utility CIO committees. The Edison Electric Institute
(“EEI”) Executive Advisory Committee is made up of 25 utility CIOs and is
designed to advise our Chief Executive Officers on critical technology risks and
advances, as well as assist in policy development surrounding standards,
regulation, and legislation. In addition, I serve as Chair on the EEI/AGA
(American Gas Association) Technical Advisory Council made up of 16 utility

CIOs. That Council discusses best practices, lessons learned, and case studies of

various IT projects and operations. I also serve on the IT Committee of the
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Knowledge Utility Executive Summit, an annual conference of senior leaders in
the utility industry. The summits address pressing topics in the industry,
including issues related to IT.
Have you submitted testimony in any regulatory proceedings?
Yes. I have testified before the New Mexico Public Regulation Commission on
behalf of Public Service Company of New Mexico regarding IT costs and

operations and have filed testimony on those same topics before the Public Utility

Commission of Texas in previous SPS rate cases.
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II. ASSIGNMENT AND SUMMARY OF TESTIMONY AND
RECOMMENDATIONS

What is your assignment in this proceeding?

The purpose of my testimony is to describe the Business Systems capital projects
for the Corporate Services business area that will be placed in-service between
January 1, 2015 and December 31, 2016.

Please summarize your testimony and recommendations.

During the time period January 1, 2015 through December 31, 2016, the
Corporate Services business area plans to place in service $88.1 million in
Business Systems capital additions. These capital additions are reasonable and
necessary, and support SPS’s ability to provide safe and reliable electric service to

its customers.

10
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III. _BUSINESS SYSTEMS CAPITAL ADDITIONS

What topic do you discuss in this section of your testimony?
I discuss the Business Systems capital additions that SPS expects to place in
service during the period January 1, 2015 through December 31, 2016. SPS has
included these capital additions in its Test Year? rate base.
What services does Business Systems provide?
Business Systems is the centralized information technology arm of Xcel Energy,
which procures and maintains the hardware (e.g., servers, laptops, phones, and
radios), systems (control systems, email, word processing, accounting, operations,
and other application software), and the networks (communication wires and
circuits) that are used by SPS and XES. Some of the larger and more business-
critical systems that Business Systems provides and maintains are:
e The Customer Resource System (“CRS”) stores SPS customer data.
CRS is used by call center agents to respond to SPS customer inquiries
about outages and billing, and is used to generate the information

required to produce and distribute SPS customer bills.

e The Outage Management System is used to track customer outages
and dispatch repair crews in the SPS service territory.

2 The Test Year in this case is January 1, 2016 through December 31, 2016.

11
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e The Meter Reading Management System is used to manage the
inventory of meters and devices used to collect usage information from
SPS’s customers.

e The Supervisory Control and Data Acquisition (“SCADA”) System is
used to monitor system operations and the health of the SPS
transmission grid.

e The PassPort System is used for the purchasing and management of
material and inventory used in the generation, transmission, and
distribution business areas.

e The Work Management Systems enable the workforce to maintain the
infrastructure in the generation plants and in the transmission and

distribution network.

e The Financial Systems are used in maintaining and evaluating
financial results.

Please describe the Business Systems capital additions SPS is asking to
include in its rate base.

SPS is requesting rate base treatment for the Business Systems capital additions
that SPS intends to make during the period January 1, 2015 through December 31,
2016. These projects are necessary to keep current with technology and provide
the tools required to effectively and safely provide service to SPS’s customers.
They include service infrastructure projects such as: software (implementations
and upgrades); network equipment (hardware upgrades and replacements for

equipment, such as computers, servers, radios, phones, routers, and other

12
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network-related equipment); communication equipment (upgrades and
replacements of the overall technology infrastructure required to enable use of the
hardware and software — e.g., voice and data networks); and cyber security
solutions required to meet regulatory requirements and protect Xcel Energy’s
computing environment. These investments are necessary for SPS to maintain
system stability and adequate performance levels, support changing business
needs, and help meet regulatory requirements.
Please describe the process for ranking and funding Business Systems capital
projects.
The Program Management Office, which resides within Business Systems,
decides which capital projects to propose for the budget. The project selection
process is as follows:

1. Business technology strategy directors, internally referred to as
Business Technology Executives (“BTEs”), represent different
operational areas throughout Xcel Energy, such as Corporate,
Utility, and Financial Operations. The BTE works with the

operational areas to understand the business strategy and what IT

needs are required to support that strategy. The BTE, in

13
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conjunction with operational area personnel, develops an IT
roadmap based on the business strategy. The IT roadmap contains
the current systems in use, required upgrades, and future system
solutions to meet the business strategy. The IT roadmap becomes
the source for project ideas that are used as input into the capital
budget process.

Project ideas are entered into a database and categorized by type.
There are eight categories: (1) Business Demand; (2) Hardware
Refreshes; (3) IT Security; (4) Legal and Regulatory
Requirements; (5) Other IT Infrastructure; (6) Critical Systems
Upgrades/Replacements less than $5 million; (7) Major
Investments; and (8) Strategic Technology.

Projects are ranked across the enterprise based on risk and value,
which includes, but is not limited to, a cost-benefit analysis.
During the ranking process, the CIO and his management team
(i.e., the BTEs, with support of operational area personnel) review

key drivers and the expected benefits of each project. As part of

this process, the team reviews the last four years of project

14
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spending by category and the next five years of future demand and
other factors, which are referred to as “influencers,” to determine
category thresholds for future years. This process helps Xcel
Energy evaluate projects using a pre-defined set of criteria and has
helped SPS and Xcel Energy to be more objective when
determining the capital budget.
How do legal requirements affect the ranking and selection of capital
projects to be funded?
Legal requirements are built into the categories discussed above and they also
affect the influencers. Influencers include environmental requirements, recent
system stability, and future regulatory demands. For example, the North
American Electric Reliability Corporation (“NERC”) Critical Infrastructure
Protection (“CIP”) Standards CIP-002 through CIP-009 affect the capital budget.

These standards require that Xcel Energy comply with physical and cyber security

controls designed to protect critical infrastructure.

15
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How does SPS assure that Business Systems capital expenditures provide the
intended benefits?
During the proposal process of each project, the key success metrics based on the
category of the project are identified. These success metrics are reviewed during
project execution and at the close of the project. The sponsor of the project is
responsible for presenting the applicable economic, operational, staffing,
regulatory compliance, and any other benefits derived from the project. These
formal reviews help the sponsor stay on track for delivery and attain the project
benefits.
What is the dollar amount of Business Systems capital additions that SPS is
requesting to include in rate base in this case?
SPS is requesting $88.1 million (total company) in capital additions for the
period January 1, 2015 through December 31, 2016. The testimony of SPS
witness Arthur P. Freitas discusses allocation of the total company dollar amount
among SPS’s jurisdictions (New Mexico retail, Texas retail, and wholesale).

Attachment DCH-1 provides a list of Business Systems capital additions to plant

in-service for this time period.

16
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Please describe the information included in Attachment DCH-1, which

provides details about the dollar amount for Business Systems -capital

additions.

Attachment DCH-1 provides the following information:

Column A Parent Work Order Provides the parent work order number
Number for the project.

Column B Category Classifies the project into one of eight
project types.

Column C Description Provides a short description of parent
work order.

Column D Estimated ISD Provides the estimated in-service date
(“ISD”) of the parent work order.

Columns E 2015 Provides plant additions expected in
calendar year 2015.

Column F 2016 Provides plant additions expected in
calendar year 2016.

Column G Total Period Provides total plant additions expected

(Jan. 1, 2015 — Dec.
31, 2016)

in calendar years 2015 and 2016.

17
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In Column D - Estimated ISD there are a number of line items listed with
“routine” rather than a date. What does the reference to ‘routine”
represent?

Some capital work involves multiple assets being constructed in the same work
order with many in-service dates (commonly referred to as “blanket” work
orders). “Routine” means that there are many actual work orders, each with its
own in-service date.

In Column D - Estimated ISD there are a number of line items with dates
after December 31, 2016. Are these valid line items?

Yes. These line items with an in-service date after December 31, 2016 represent
work on a project that has several defined dates when portions of the project are
projected to close to plant in-service.

In Column D - Estimated ISD there are a number of line items with dates
prior to January 1, 2014. Are these valid line items?

Yes. Typically, charges can continue for a short period after the in-service date is
recognized on a work order. These charges can include recognition of the final

bills from vendors, testing of the equipment, and settlement of any disputes.
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Please describe the Business Systems capital additions.
As shown in Table DCH-1 below, the majority of plant additions for this period
are in the major investment category. Business Systems investments are primarily
enterprise-wide systems that are used by all of the Operating Companies. The

dollar figures in Table DCH-1 represent SPS’s portion of costs.

Table DCH-1

Business Systems - Capital Investment
(in millions, total company)

2015 2016
Projected Projected
Capital Capital Total

Additions Additions
Major Investment $6.7 $44.2 $50.9
Critical Systems
Upgrades/Replacements Less $12.4 $1.1 $13.5
Than $5 million
Business Demand $6.7 $3.9 $10.6
Other Information Technology $1.7 $2.7 $4.4
Infrastructure
Legal & Regulatory Required $3.7 $0.2 $3.9
Hardware Refreshes $1.1 $0.9 $2.0
Strategic Technology $1.1 $0.4 $1.5
Inforrpatlon Technology $1.3 i $1.3
Security

Total $34.7 $53.4 $88.1

19
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Please explain the types of projects included in the ‘“major investments”
category.
This category of investment includes projects that exceed $10 million total
investment for Xcel Energy. The total investment in this category amounts to
$50.9 million during the period.

Major projects included in this category are Work and Asset Management
(“WAM?”) Phase 1 (parent workorder 11491947), purchase of transmission and
distribution network equipment (parent workorder 11802571), and deployment of
Dynamic Energy Management System (“DEMS”) (parent workorder 10818776).
Combined, these projects account for 95% of the total capital additions in this
category.

Currently, multiple WAM tools are used, each tailored for a particular
business area. All are at or near end-of-life. Rather than replacing each of these
applications individually, they will be replaced with an Enterprise Resource
Planning system (“ERP”) from the vendor SAP. ERP is a suite of integrated
applications that is used to collect, store, manage, and interpret data from many

business activities and that is intended to be used across Xcel Energy. This

corporate-wide approach is more efficient than implementing multiple systems.

20
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A corporate-wide approach also is much easier to support and maintain than a
collection of stand-alone applications.

The second project is the purchase of transmission and distribution
network equipment. These costs are associated with design, deployment, and
testing of elements for utilizing transmission fiber and microwave based
communications in support of a corporate initiative to expand and privatize the
Xcel Energy-wide area network. The business needs being addressed include:
increased substation communications reliability, high speed digital access for
operations/maintenance/security and ability to analyze data to improve reliability
and operations.

The third project is the deployment of DEMS. The DEMS project will
replace the current energy management system. This is being done in an effort to
reduce operational and technical risk and remain compliant with regulatory
requirements.

Please explain the types of capital investments included in the “critical
systems upgrades/replacements less than $5 million” category.

Projects in this capital category include upgrades of the critical systems which are

used company-wide such as desktop operating systems, productivity suites and

21
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other infrastructure systems used throughout the organization. The total planned
amount of the investment in this category is approximately $13.5 million during
the period.

The major projects included in this category are General Ledger (“GL”)
Phase 1 (parent workorder 11765140) and DEMS Phase 2 hardware (identified as
“Purch EMS DEMS Ph2 HW SPS” on attachment DCH-1, parent workorder
11584387), which account for approximately 87% of the capital additions in this
category.

The current GL, JD Edwards, is reaching end-of-life and will no longer be
supported by the vendor. It is being replaced by the SAP ERP solution discussed
above. DEMS Phase 2 hardware is the hardware portion of the DEMS project
discussed above.

Please explain the types of capital investments included in the ‘business
demand” category.

This category of IT investments includes the implementation of new software,
upgrades to existing software systems, and the necessary hardware upgrades to

support the software investments. These investments are needed to enhance

production and training environments to meet regulatory requirements, efficiently
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manage assets, improve project management and workflow, enable continued
system stability, meet evolving legal compliance requirements, maintain and
improve business operations, and to protect SPS and Xcel Energy information.
These investments impact many of the operational functions of Xcel Energy
including power plants, transmission operations, facility management, IT
operations management, construction project management, and customer care
needs. The total planned investment in this category is $10.6 million during the
period.

Major projects in this category include the purchase of core network
hardware (parent workorder 11939990), Emergent Demand (identified as
“BS-Fcst-BD-SW-EL-S” on attachment DCH-1, parent workorder 11218053),
and ITSA Pole Ph2 (parent workorder 11831494). Combined, these projects
account for 49% of the total capital additions in this category.

The purchase of network core hardware is one of a number of projects to
upgrade the corporate network. This project includes the design, planning,
installation and commissioning of equipment that comprises the backbone of the

corporate network, and meets demand for more robust network capabilities and

bandwidth, and to ensure required regulatory and reliability metrics are met.
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The Emergent Demand Account is an account created to ensure Xcel
Energy is able to meet the aging technology, cyber security, and efficiency needs
that inevitably emerge in each year. Given the ever-changing nature of
technology and emerging risks, it is frequently not possible to specifically identify
all necessary projects that may arise or become critical in a given year.

Historical scope change and new demand trends are analyzed to determine
the appropriate amount of budgeted capital allocated for the Emergent Demand
Account. Generally, Business Systems analyzes data from the past three years
and uses that analysis to develop the budget amount for this account. All requests
for funds from the Emergent Demand Account must be approved by the IT
Governance Board, which evaluates each request to determine whether it is
reasonable and necessary.

ITSA (inspect, treat, strength analysis) Pole software is used to capture

and analyze the physical properties of electric distribution wooden poles and to

identify those poles that require proactive reinforcement or replacement.
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Please explain the types of capital investments included in the ‘other
information technology infrastructure” category.
This category includes core technology that forms the foundation upon which
applications and systems are built to support IT and business operations. These
assets typically include servers, mainframes, networks, and operating and internet
platforms. The total planned amount of the investment in this category is $4.4
million during the period.

Major projects in this category include the INFS Network Refresh (parent
workorders 11490683, 11490701, and 11490477), the purchase of data center
hardware (identified as “Purch Data Center HW SPS” on attachment DCH-1,
parent workorder 11940001), and the purchase of network reliability hardware
(parent workorder 11942511). Combined, these projects account for 52% of the
total capital additions in this category.

The INFS Network Refresh annual projects provide for the planned,
scheduled replacement of aging local area network and wide area network
components.

The purchase of data center hardware and Network Reliability projects are

being implemented to increase the reliability of critical network components,
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prevent outages, support increasing network traffic, and meet increasing
regulatory reliability standards.
Please explain the types of capital investments included in the
‘“Legal/Regulatory Requirements’ category.
This category includes projects that are implemented to ensure compliance with
mandated safety and other regulatory requirements. These projects usually
require the purchase of a specified asset where there are no alternative means of
compliance. The total planned amount of the investment in this category is $3.9
million during the period.

The major projects included in this category are Geospatial Information
Systems for Transmission Phase 3 (“GIST-3”) (parent workorder 11556095) and
the Southwest Power Pool Integrated Marketplace Phase II (“SPP IM Phase II"”)
(parent workorder 12001855), which account for approximately 95% of the
capital additions in this category.

GIST-3 is a regulatory project in response to a 2011 NERC mandate to
validate Bulk Electric System transmission line facilities based on actual field

conditions. GIST-3 is a prerequisite for business capital projects designed to meet

the NERC requirement.
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The SPP IM Phase II project is necessary to ensure that SPS’s trading
systems remain compliant with FERC mandated requirements in order to actively
participate in the SPP Integrated Marketplace.

Please explain the types of capital investments included in the “Hardware
Refreshes” category.

Capital additions in this category include planned replacements and upgrades of
computer hardware platforms (PCs, laptops, etc.), radio and microwave systems,
mobile data terminals and Emergency Management System/SCADA hardware.
The total planned amount of the investment in this category is $2.0 million during
the period.

Major projects included in this category are the planned and unplanned PC
refreshes (parent workorders 11490705, 11490090, 11491094, and 11491367).
Together, these workorders account for approximately 75% of the capital
additions in this category.

Planned PC Refresh is the replacement of aging laptops, desktops, and
printers when they reach end of life. Unplanned Refresh represents desktops and

laptops purchased for new personnel, or as replacements for lost or damaged

computers.
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Please explain the types of capital investments included in the “Strategic
Technology” category.
Strategic Technology projects focus on the development of technology that will
create new risk-mitigating solutions and improve asset life-cycle efficiencies such
as grid-monitoring devices and cleaner-power solutions. The total planned amount
of the investment in this category is $1.5 million during the period.

Major projects in this category include Wind predictor enhancement
(parent workorder 11772073) and Strategic Technology (parent workorder
10812285).

Please explain the types of capital investments included in the ‘“Information
Technology Security” category.

IT Security investments include cyber and other risk mitigation investments. The
total planned amount of the investment in this category is $1.3 million during the
period.

Capital additions in this category include Endpoint Security (parent

workorder 11943996), Security Incident and Event Management (parent

workorder 12076489), and Sailpoint Identity and Access Management (parent
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workorder 12075881). Together these projects account for 40% of the capital
additions in this category.
Please generally describe how Business Systems developed cost information
for the projects included in Attachment DCH-1.
Business Systems develops cost information in different ways depending on the
type of project involved. Many of the Business Systems capital additions involve
new technology, thus cost information is often derived from vendors and other
companies that have implemented similar types of technology. In some
circumstances, cost estimates may be based on prior experience. Regardless of
the process used to develop cost estimates, Business Systems capital additions are
evaluated and approved through the process discussed above and through the
budgeting process discussed in detail by SPS witness Gregory J. Robinson.
More specifically, please describe how Business Systems developed cost
estimates for the GL, WAM, and DEMS projects discussed above, which
constitute 44% of the Business Systems capital additions SPS is requesting in
this case.

Cost estimates for the SAP GL and WAM projects were driven by detailed

projections for the design and requirements phase of the project, and high level
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estimates of the implementation costs prepared by Accenture, Xcel Energy’s
external strategic integration consultant. Software costs include the licensing fees
required for the right to use SAP for accounting and financial reporting
application, and asset management. Labor includes professional service fees and
internal company labor used to configure the application to meet the functional
and technical requirements identified as the project scope; these costs are
primarily incurred during implementation. As part of the competitive bid process
for the SAP project scope of work, Xcel Energy engaged Upper Edge, an
independent external advisor, to assess the bids for reasonableness. Upper Edge
provided a third party assessment of the software development and
implementation proposals and evaluated the individual terms and conditions of
each proposal and provided an assessment of competitiveness of the bid. The
results of the Upper Edge assessment were considered as one criterion in the
vendor selection process.

Similarly, cost estimates for the DEMS project were created by
developing bottom-up, detail-level estimates for the scope of the project. Xcel

Energy conducted a competitive bid process for acquisition of the software and

another competitive bid process for acquisition of the software integrator used to
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implement the software. In addition, a comparison of project estimates was made
against peer utilities to assess the reasonableness and completeness of the
detailed-level estimate. Software costs include the licensing fees required for the
right to use the software. Hardware costs include all primary and backup
hardware necessary to operate the solution. Labor costs include professional
service fees and internal company labor to design, configure, test, and implement
the new solution.
Are the Business Systems capital additions presented in Attachment DCH-1
reasonably reflective of what is expected to be placed in service during the
period from January 1, 2015 through December 31, 2016?
Yes.
Are the Business Systems capital additions presented in Attachment DCH-1
reasonable and necessary?
Yes. As discussed above in my testimony, the Business Systems capital additions
presented in Attachment DCH-1 are reasonable and necessary to maintain
stability and reliability of systems used by employees to serve SPS’s customers,

efficiently manage business operations, protect SPS and Xcel Energy data and

information, and meet evolving regulatory and legal requirements.
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IV. CONCLUSION

Was Attachment DCH-1 prepared by you or under your direct supervision
and control?

Yes.

Does this conclude your pre-filed direct testimony?

Yes.
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VERIFICATION

STATE OF MINNESOTA )
) ss.
COUNTY OF HENNEPIN )

DAVID C. HARKNESS, first being sworn on his oath, states:

I am the witness identified in the preceding direct testimony. I have read the
testimony and the accompanying attachments and am familiar with their contents. Based
upon my personal knowledge, the facts stated in the testimony are true. In addition, in
my judgment and based upon my professional experience, the opinions and conclusions
stated in the testimony are true, valid, and accurate.

DAVID C. HARKNESS

0,?0 (7.8
SUBSCRIBED AND SWORN TO before me this day of May, 2015.

/, &_hw /

MARY ANN MARTINEZ
Notary Public 1/

State of Minnesota /
My Commission Expires

Y /. //
January 31, 2020 Not’éﬁ{ Publi¢, State/of Minnesot’?
My Commission Expires: | - a/a\—;l )
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