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Southwestern Public Service Company

Allowance for Funds Used During Construction Generated and Transferred to Plant in Service

(a) Base Period and Four Years Prior to Base Period, (b) Test Year Period

Line
No.
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Sponsors: Freitas, Wold
Case No. 19-00170-UT

Effective Amount Capitalized Amount Transferred
Calendar Year By Month Monthly Rate (Generated) To Plant
Jan 14 0.4723% $ 1,711,784 $ 463,906
Feb 14 0.4723% 1,856,874 571,833
Mar 14 0.4925% 2,195,966 390,152
Apr 14 0.4976% 1,878,710 3,476,771
May 14 0.4329% 1,323,412 2,935,182
Jun 14 0.4329% 1,411,666 1,258,297
Jul 14 0.4649% 1,795,517 41,929
Aug 14 0.4649% 1,717,437 200,405
Sep 14 0.4649% 1,479,914 9,184,050
Oct 14 0.4968% 1,479,072 370,767
Nov 14 0.4968% 1,303,577 1,614,189
Dec 14 0.4968% 1,043,922 3,432,111
Historic Period - 12 Months Ended 12/31/2014 $ 19,197,849 $ 23,939,592
Jan 15 0.3256% $ 765,601 $ 52,717
Feb 15 0.3831% 948,368 1,948,935
Mar 15 0.4188% 1,052,317 389,426
Apr 15 0.3965% 852,482 521,286
May 15 0.3965% 960,497 762,718
Jun 15 0.3965% 1,047,326 453,997
Jul 15 0.3965% 1,068,956 610,068
Aug 15 0.3965% 1,096,721 764,782
Sep 15 0.3935% 1,123,359 370,540
Oct 15 0.3935% 1,121,515 2,955,240
Nov 15 0.3838% 905,198 3,380,443
Dec 15 0.3838% 862,391 1,008,900
Historic Period - 12 Months Ended 12/31/2015 $ 11,804,732 $ 13,219,053
Jan 16 0.4255% $ 1,002,827 $ 12,605
Feb 16 0.4528% 1,246,933 244,796
Mar 16 0.4806% 1,414,162 1,074,441
Apr 16 0.4434% 1,194,673 432,011
May 16 0.4568% 1,345,297 2,002,606
Jun 16 0.4631% 1,235,640 1,127,778
Jul 16 0.5037% 1,403,682 741,752
Aug 16 0.5082% 1,318,032 631,375
Sep 16 0.5082% 1,332,092 1,190,088
Oct 16 0.5082% 1,376,434 1,018,804
Nov 16 0.5082% 1,416,732 385,111
Dec 16 0.5082% 1,283,635 3,881,550
Historic Period - 12 Months Ended 12/31/2016 $ 15,570,138 $ 12,742,918
Jan 17 0.4182% $ 1,074,885 $ 58,399
Feb 17 0.3905% 1,009,066 208,330
Mar 17 0.4395% 1,390,255 476,054
Apr 17 0.4339% 1,226,368 2,604,045
May 17 0.4339% 1,121,638 824,097
Jun 17 0.4339% 650,511 1,275,427
Jul 17 0.4630% 1,186,356 123,465
Aug 17 0.4630% 1,252,832 258,847
Sep 17 0.4630% 1,362,996 172,492
Oct 17 0.4695% 1,470,759 641,507
Nov 17 0.4695% 1,446,592 1,638,012
Dec 17 0.4695% 1,504,253 3,615,232
Historic Period - 12 Months Ended 12/31/2017 $ 14,696,511 $ 11,895,907




Southwestern Public Service Company

Allowance for Funds Used During Construction Generated and Transferred to Plant in Service

(a) Base Period and Four Years Prior to Base Period, (b) Test Year Period

Line
No.
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Effective Amount Capitalized Amount Transferred
Calendar Year By Month Monthly Rate (Generated) To Plant

Jan 18 0.4892% $ 1,686,871 180,445

Feb 18 0.5100% 1,864,412 1,386,879

Mar 18 0.5066% 1,636,729 3,668,255

Apr 18 0.5066% 1,470,429 1,789,938

May 18 0.5324% 1,516,849 3,868,606

Jun 18 0.5324% 1,746,044 1,455,830

Jul 18 0.5423% 2,041,732 436,532

Aug 18 0.5423% 2,524,438 161,950

Sep 18 0.5423% 2,675,000 434,386

Oct 18 0.5423% 3,104,604 264,358

Nov 18 0.5423% 3,652,672 762,288

Dec 18 0.5423% 4,140,967 3,500,620

Historic Period - 12 Months Ended 12/31/2018 $ 28,060,746 17,910,089

Apr 18 0.5066% $ 1,470,429 1,789,938

May 18 0.5324% 1,516,849 3,868,606

Jun 18 0.5324% 1,746,044 1,455,830

Jul 18 0.5423% 2,041,732 436,532

Aug 18 0.5423% 2,524,438 161,950

Sep 18 0.5423% 2,675,000 434,386

Oct 18 0.5423% 3,104,604 264,358

Nov 18 0.5423% 3,652,672 762,288

Dec 18 0.5423% 4,140,967 3,500,620

Jan 19 0.5582% 4,719,079 348,596

Feb 19 0.5659% 4,985,809 151,292

Mar 19 0.5615% 5,112,066 905,995

Base Period - 12 Months Ended 3/31/19 $ 37,689,690 14,080,393

Apr19 0.5637% 5,449,351 546,322

May 19 0.5637% 5,138,328 3,032,502

Jun 19 0.5637% 3,047,172 20,472,201

Jul 19 0.5637% 1,309,360 129,774

Aug 19 0.5637% 1,590,114 109,810

Known and Measurable - 04/01/2019 - 08/31/2019 $ 16,534,326 24,290,610
Test Year Period (Base Period Plus Known

and Measureable Adjustments) $ 54,224,016 38,371,003

(c) Explanation of Adjustments
AFUDC rates through March 2019 are based on actual monthly data.
AFUDC rates for April 2019 through August 2019 are based on forecast data.
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Southwestern Public Service Company
(c) Description of Allowance for Funds Used During Construction

Southwestern Public Service Company currently uses an overhead mechanism for assigning
costs to construction when the practice is too onerous to charge direct or the mechanism is
required by Federal Energy Regulatory Commission (“FERC”) rules. The Allowance for Funds
Used During Construction (“AFUDC”) overhead is discussed below.

Allowance for Funds Used During Construction

AFUDC allows the capitalization of the cost of borrowed funds and a reasonable rate on other
funds to be charged to projects that are capital in nature until the project is placed in-service.
This overhead is excluded from any project that is de minimus or is comprised of an asset that
was purchased (i.e. can be placed in-service immediately). The following excerpt from the
Uniform System of Accounts for Electric Utilities defines the method employed at SPS.

Federal Energy Regulatory Commission Pt. 101

(17) Allowance for funds used during construction (Major and Non-major Utilities) includes
the net cost for the period of construction of borrowed funds used for construction purposes
and a reasonable rate on other funds when so used, not to exceed, without prior approval of
the Commission, allowances computed in accordance with the formula prescribed in
paragraph (a) of this subparagraph. No allowance for funds used during construction charges
shall be included in these accounts upon expenditures for construction projects, which have
been abandoned.

(@) The formula and elements for the computation of the allowance for funds used during
construction shall be:

Ai=s*(S/W)+d*(D/D+P+C)*(1-S/W) = Gross allowance for borrowed funds used during
construction rate

Ae=[1-S/W]*[p*(P/D+P+C)+c*(C/D+P+C)] = Allowance for other funds used during
construction rate

S=Average short-term debt
s=Short-term debt interest rate
D=Long-term debt
d=Long-term debt interest rate
P=Preferred stock
p=Preferred stock cost rate
C=Common equity
c=Common equity cost rate

W= Average balance in construction work in progress, less asset retirement costs
related to plant under construction
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(b) The rates shall be determined annually. The balances for long-term debt, preferred stock,
and common equity shall be the actual book balances as of the end of the prior year. The cost
rates for long-term debt and preferred stock shall be the weighted average cost determined in
the manner indicated in 835.13 of the Commission’s Regulations under the Federal Power
Act. The cost rate for common equity shall be the rate granted common equity in the last rate
proceeding before the ratemaking body having primary rate jurisdictions. If such cost rate is
not available, the average rate actually earned during the preceding three years shall be used.
The short-term debt balances and related cost and the average balance for construction work
in progress shall be estimated for the current year with appropriate adjustments as actual data
becomes available.

The AFUDC rate, a simple rate, is calculated using the above formula (effective with the
issuance of Federal Power Commission Order No. 561 on February 2, 1977), and it uses the
various components of capital, including the cost of short and long-term debt (including
restricted-use debt, as required by Accounting Release No. 13, effective May 1, 1983), and
preferred and common stock. The rate is applied against the current month’s AFUDC base (prior
month’s life-to-date construction charges plus one-half of the current month’s charges, less one-
half of the current month’s classifications, and the prior month’s AFUDC) for eligible jobs to
determine the amount of the monthly AFUDC. The FERC allows for semi-annual compounding
and this is maintained through the determination of an effective monthly rate using monthly
compounding that effectuates the semi-annual compounding effect of the simple rate.

Accounts “419.1 — Allowance for Other (Equity) Funds Used During Construction” and “432 —
Allowance for Borrowed Funds Used During Construction” are credited, in accordance with the
ratio derived in the AFUDC formula, with the concurrent debit to the construction account 107,
Construction Work in Progress (“CWIP”) by work order. The rate is calculated as amounts in
CWIP change, the financing arrangements warrant an updated rate, and adjustments are made to
reallocate total AFUDC between the debt and equity components. AFUDC is directly calculated
and charged to each work order; no clearing account is used.

AFUDC as defined by the FERC includes the net cost (during the period of construction) of
borrowed funds used for construction purposes and a reasonable rate on other funds when so
used. Pages 1 and 2 list the capitalization rates for the years preceding the base period, the base
period, the test year (base period plus known and measurable adjustments) and the amounts
generated and transferred to plant-in-service in each of those years.
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Southwestern Public Service Company

Nuclear Fuel in Process

Southwestern Public Service Company has no nuclear facilities. Therefore, this schedule is not
applicable.
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