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Sponsor: Grant

Case No. 20-00238-UT

Southwestern Public Service Company

Capitalization, the Cost of Capital, and the Overall Rate of Return
in Conformance with a Cost of Reproduction as a Going Concern
and Other Elements of Value Rate Base

Southwestern Public Service Company (“SPS”) has not filed any schedules based on
reproduction costs or value-option methodologies. Therefore, SPS has not provided the
information requested for this optional schedule.
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Southwestern Public Service Company

Embedded Cost of Preferred Stock Capital

Southwestern Public Service Company does not have preferred stock capital.
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Sponsor: Martin

Case No. 20-00238-UT

Southwestern Public Service Company

Issuance Restrictions on Borrowed and Preferred Stock Capital

Preferred Stock:

Under the Articles of Incorporation (the “Acrticles”), effective September 30, 1997, Southwestern
Public Service Company (“SPS”) is authorized to issue 10,000,000 preferred shares having a par
value of $1 per share. As of September 30, 2020, there were no shares of preferred stock
outstanding.

There are no other restrictions in the Articles limiting the amount of preferred stock that SPS can
issue other than the amount authorized to be issued.

Long-Term Debt:

SPS issues its First Mortgage Bonds under its First Mortgage Bond Indenture dated August 1,
2011 (the “Indenture™). The amount of securities that may be issued under the Indenture is
described in Article Four of the Indenture. Securities may be issued on the basis of up to 70
percent of property as defined in the Granting Clause. In addition, securities may be issued on
the basis of retired securities or deposit of cash.

Short-Term Debt:

As of September 30, 2020, SPS was authorized by its Board of Directors in resolutions dated
February 3, 2005, as supplemented from time to time, most recently September 5, 2018, to
borrow up to $600 million under revolving credit facilities or other financing arrangements with
maturities not to exceed eight years. As of September 30, 2020, SPS had no outstanding
Commercial Paper and $10 million in its Utility Money Pool account.

SPS’s $500 million five-year credit agreement among SPS and various lenders dated June 7,
2019 has a covenant stating that SPS’s debt to total capital will not exceed 0.65 to 1.00 as of the
last day of any fiscal quarter of SPS. As of September 30, 2020, SPS had no borrowings under
its five-year credit agreement and had a 45.69% debt to total capital ratio.
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Sponsor: Martin

Case No. 20-00238-UT

Southwestern Public Service Company

Common Stock Equity Capital

Southwestern Public Service Company (“SPS”) is a wholly owned subsidiary of Xcel Energy
Inc. SPS does not have Common Stock Equity Shares that are publicly traded. Therefore, the
information regarding common stock activity is not applicable.

See Schedule G-9 for equity investments from the parent as additions to Paid in Capital (Line 8)
and dividends to parents as reduction in Retained Earnings (Line 14).
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Sponsor: D’Ascendis
Case No. 20-00238-UT

Southwestern Public Service Company

Summary of Applicant’s Support for the Claimed Rate
of Return on Common Stock Equity Capital

Mr. Dylan W. D’Ascendis of ScottMadden has developed the required return on common equity
(“ROE”) for Southwestern Public Service Company (“SPS”). Mr. D’Ascendis’ recommendation
is derived from the analyses performed using traditional ROE estimation models including the
Discounted Cash Flow approach, the Capital Asset Pricing Model, and the Risk Premium
methodology. In addition, Mr. D’Ascendis’ recommendation considers current market
conditions and the relative risks of SPS — including its size and credit ratings — as compared to
the proxy companies. Finally, Mr. D’Ascendis’ analysis considers SPS’s capital structure as
compared with the capital structures of the proxy companies. Based upon those analyses, Mr.
D’Ascendis concludes that an ROE of 10.35% is reasonable and appropriate for SPS. Please see
the Direct Testimony of Dylan W. D’ Ascendis for further explanations.
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