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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term Meaning

ADMS
AGIS
CIP
CLE
CRS
EMS

FERC

IT
MSBA

NERC

0&M

Operating Companies

PTT

SCADA

SPS

Test Year

Total Company
Update Period
Updated Test Year

WAM

Advanced Distribution Management System
Advanced Grid Intelligence & Security
Critical Infrastructure Protection
Continuing Legal Education

Customer Response System

Energy Management System

Federal Energy Regulatory Commission

Information Technology
Minnesota State Bar Association

North American Electric Reliability
Corporation

operation and maintenance

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

Productivity Through Technology
Supervisory Control and Data Acquisition
Southwestern Public Service Company, a
New Mexico corporation

October 1, 2019 through September 30, 2020
Total SPS (before jurisdictional allocation)
October 1, 2020 through December 31, 2020
January 1, 2020 through December 31, 2020

Work and Asset Management
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Acronym/Defined Term Meaning

WAN wide area network
WBS Work Breakdown Structure
Xcel Energy Xcel Energy Inc.
XES Xcel Energy Services Inc.
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LIST OF ATTACHMENTS

Attachment

MOR-RR-1

MOR-RR-2

MOR-RR-3

MOR-RR-A

(Updated Test Year)

MOR-RR-B(CD)

Description

Business Systems Organization Chart
(Non-native format)

Business Systems Capital Additions for July 1,
2019 through September 30, 2020
(Filename: MOR-RR-2.x1sx)

Business Systems Capital Additions for October
1, 2020 through December 31, 2020
(Filename: MOR-RR-3.x1sx)

Summary of XES Expenses to SPS by Affiliate
Class and Billing Method
(Filename: MOR-RR-ABCD.xlsx)

XES Expenses by Affiliate Class, Activity,

(Updated Test Year)  Billing Method, and FERC Account

(Filename: MOR-RR-ABCD.xlsx)
MOR-RR-C Exclusions from XES Expenses to SPS by
(Updated Test Year)  Affiliate Class and FERC Account

(Filename: MOR-RR-ABCD.xlsx)
MOR-RR-D Pro Forma Adjustments to XES Expenses by
(Updated Test Year)  Affiliate Class and FERC Account

(Filename: MOR-RR-ABCD .xlsx)

Remington Direct — Revenue Requirement Page 5

RRS - Page 291 of 561



10

11

12

13

14

15

16

17

18

19

20

21

DIRECT TESTIMONY
OF
MICHAEL O. REMINGTON

I.  WITNESS IDENTIFICATION AND QUALIFICATIONS

Please state your name and business address.

My name is Michael O. Remington. My business address is 414 Nicollet Mall,
Minneapolis, Minnesota 55401.

On whose behalf are you testifying in this proceeding?

I am filing testimony on behalf of Southwestern Public Service Company, a Texas
corporation (“SPS”), which is a wholly-owned electric utility subsidiary of Xcel
Energy Inc. (“Xcel Energy”).

By whom are you employed and in what position?

I am employed by Xcel Energy Services Inc. (“XES”), the service company
subsidiary of Xcel Energy, as Director of Information Technology (“IT”)
Operations.

Please briefly outline your responsibilities as Director of IT Operations.

As Director of IT Operations I lead a team of professionals that are responsible for
managing major incidents, monitoring IT infrastructure and applications, disaster
recovery planning, and operating several core IT service management processes.
In this testimony I represent the XES Business Systems organization, which
performs Xcel Energy’s shared IT functions. The key types of activities performed
by Business Systems include all enterprise application development and
maintenance, management of IT infrastructure, data center operations and

architecture, and IT governance.
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Please describe your educational background.

I hold a Bachelor of Arts degree from the University of Minnesota with a major in
Political Science and a Juris Doctorate from the Mitchell Hamline School of Law.

Please describe your professional experience.

I have over 20 years of experience in the field of IT. I joined Xcel Energy in July
2008, after almost eight years at IBM Global Services where I filled IT roles under
contract for Xcel Energy. I began my career at Xcel Energy as a Senior Manager
of IT Service Management and served in that position continuously for 11 years.
My team was responsible for the administration of core IT service management
processes (change, problem, request fulfillment, configuration and asset
management). We also ensured compliance and audit readiness for several North
American Electric Reliability Corporation (“NERC”) regulatory standards and
Sarbanes-Oxley Act of 2002 controls. From October 2013 to January 2015, in
addition to my role as Senior Manager of IT Service Management, I served on
temporary assignment in the General Counsel organization where I practiced law
on behalf of Xcel Energy, including transactional work and equal employment
opportunity and safety investigations. In July 2019, I was promoted to Director of
IT Operations, my current position.

Have you attended or taken any special courses or seminars relating to public
utilities?

Yes. I have attended several Continuing Legal Education (“CLE”) courses on
topics related to public utilities and energy generally. Topics include the Public

Utility Regulatory Policies Act, federal energy policy, energy and eminent domain,
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and regulatory models and regulated utilities. 1 have also presented CLEs,
including Critical Infrastructure Protection - Cyber Security and the Bulk Electric
System, and presented to the Mid-Continent Compliance Forum on Tailoring
Enterprise Incident Management for CIP Compliance.

Are you a member of any professional organizations?

Yes. I am a member of the Minnesota State Bar Association (“MSBA”), where 1
serve on the Technology Law Section Council, and am a former chair of the Legal
Technology Committee. I am also a member of the MSBA Public Utilities Law

Section.
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II. ASSIGNMENT AND SUMMARY OF TESTIMONY AND
RECOMMENDATIONS

Q. What is your assignment in this proceeding?

I review and provide cost data for certain' Business Systems-related capital
additions that closed to plant-in-service during the period July 1, 2019, which is the
first day after the end of the period for which capital additions were approved in
Docket No. 49831,% through December 31, 2020, which is the end of the Update
Period in this case.

I also support the Updated Test Year (January 1, 2020 through December
31, 2020)* operation and maintenance (“O&M?”) expenses and administrative and
general expenses for the Business Systems class of affiliate services. In regard to
this affiliate class, my testimony will:

e describe the services included in the class;

e explain that those services are reasonable and necessary for SPS’s
operation,;

e explain that the costs for those services are reasonable and necessary;
e cxplain that these services do not duplicate services that SPS provides

to itself through its own employees or that are provided from any other
source; and

' As I explain later in my testimony, SPS witness James W. Sample supports Business Systems
capital additions categorized as Cyber Security. For convenience in my testimony, I refer to the capital
additions that I support collectively as “Business Systems capital additions.”

2 Application of Southwestern Public Service Company for Authority to Change Rates, Docket No.
49831, Final Order (Aug. 27, 2020).

3 The Test Year in this case is October 1, 2019 through September 30, 2020, and the Update Period
is October 1, 2020 through December 31, 2020. The Updated Test Year consists of the last nine months of
the Test Year and the three months in the Update Period. In addition to supporting the Updated Test Year
costs, I have also reviewed the costs for the first three months of the Test Year for the classes I support and
find those costs to be reasonable.
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e explain that charges from XES to SPS for those services are no higher
than the charges to SPS affiliates for the same or similar services.

Please summarize your testimony and recommendations.

The Business Systems capital additions placed in service between July 1, 2019 and
September 30, 2020 total $47,070,240 (total SPS before jurisdictional allocations,
or “Total Company”). This investment, which is shown in MOR-RR-2, was
reasonable and necessary and prudently incurred. These capital projects consist of
software, hardware, systems and related technology infrastructure that support Xcel
Energy’s business operations, including those of SPS, and are used in supplying
electric service to SPS’s customers. They are necessary to maintain existing IT
systems and infrastructure, to prevent threats to the security of the IT systems, to
replace aging technology, and to deploy efficiency solutions that enable the
organization to continue to provide customers with high levels of service.

The estimated Business Systems capital additions placed in service between
October 1, 2020 and December 31, 2020, as shown on Attachment MOR-RR-3,
were also reasonable and necessary to provide and protect the IT infrastructure
necessary for the provision of electric service by SPS, and were prudently incurred.

The affiliate charges of $11,715,885 that are included in the July 1, 2019
through September 30, 2020 capital projects, and the estimated affiliate charges
shown on Attachment MOR-RR-3 that are included in the October 1, 2020 through
December 31, 2020 capital projects, reflect reasonable and necessary costs and
services. The charge from SPS’s affiliate for a particular service is no higher than

the charge by that affiliate to any other entity for the same or similar service.
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Finally, the estimated Updated Test Year (January 1, 2020 through

December 31, 2020) costs for the services included in the Business Systems affiliate

class totaling $37,165,736* (Total Company) are reasonable and necessary because

they support SPS’s ability to provide electric service to its Texas retail customers.

The costs are for the IT services provided to SPS by XES. The services
include the provision and maintenance of computer hardware and
software, and voice and data communication networks, used by SPS in
providing electric service; the systems that support business functions
including billing, accounting, payroll, outage management and dispatch,
supply chain, and other general business operations; routine support and
improvements for these technologies and systems; preparing for and
mitigating cyber security risks; and employing technology and data to
advance information analysis and improve business operations.

The services are necessary to provide the technology infrastructure and
systems that enable the provision of efficient, effective, and safe electric
service to SPS’s customers. Technology is necessary for much of SPS’s
work including to efficiently dispatch work to the field, operate
generating facilities, effectively purchase fuel, manage and monitor the
electrical system, bill customers for service, develop budgets and track
expenditures, pay employees, and offer programs to customers and
respond to their inquiries.

The costs are reasonable because they are shared with other affiliates,
include reasonable personnel costs, and are subjected to rigorous
budgeting and cost control processes.

SPS does not provide these services for itself, and the services do not
duplicate services provided by others.

Each charge from SPS’s affiliates for these services is no higher than
the charge by those affiliates to any other entity for the same or similar
service.

You mention that certain figures that you present in your testimony are

estimated. Please explain why this is the case and what items are estimated.

As explained by SPS witness William A. Grant, SPS will be using an Updated Test

Year in this case. I present the actual dollar amount of Business Systems capital

4 This dollar amount reflects nine months of actual costs and three months of estimated costs.
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additions that closed to plant-in-service through September 30, 2020, the end of the
Test Year in this case, and estimated dollar amounts of Business Systems capital
additions that SPS expects to close to plant-in-service during the Update Period
(July 1, 2019 through December 31, 2020).

Additionally, SPS’s initial filing presents actual affiliate expenses for the
Test Year (October 1, 2019 through September 30, 2020) and estimated information
for the time period of October 1, 2020 through December 31, 2020, which is the
Update Period.’> Accordingly, the first nine months of SPS’s Updated Test Year
(i.e., January 2020 through September 2020) consist of actual cost information and
the last three months (i.e., October through December 2020) contain estimated cost
information.
Will your testimony be updated to replace the estimated amounts that you
present and support with actual amounts?
Yes. SPS will file an update 45 days after the application has been filed. The
update will provide actual costs to replace the estimates provided in the application
for the Update Period. As part of that process, my Attachment MOR-RR-3 will be
updated to remove estimates of Business Systems capital additions closed to plant-
in-service in the Update Period and then replace those estimates with actual capital
additions closed to plant-in-service during that period.

Additionally, my Attachments MOR-RR-A through D will be updated to

remove estimates of Business Systems affiliate expenses incurred by SPS during

5 As explained by SPS witness Ross L. Baumgarten, actual figures for October and November 2020

have been provided and December 2020 figures have been estimated based on the forecasted budget.
However, these expenses have not gone through the full pro forma adjustment review process.
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the Updated Test Year and then replace those estimates with actual expenses, which
will be used to establish SPS’s base rates in this case.

Were Attachments MOR-RR-1 through MOR-RR-D prepared by you or
under your direct supervision and control?

Yes, [ prepared Attachment MOR-RR-1 and the project descriptions on Attachment
MOR-RR-3. Attachment MOR-RR-2 and the cost information contained in
Attachment MOR-RR-3 were prepared by SPS witness Mark P. Moeller and his
staff. My staff and I have reviewed these attachments, and I believe them to be
accurate. Attachments MOR-RR-A through MOR-RR-D were prepared by SPS
witness Ross L. Baumgarten and his staff. My staff and I have reviewed these
attachments, and I believe them to be accurate. Although the information I have
described also is present in these other witnesses’ attachments, I have presented this

information in the attachments to my testimony for convenience.

Remington Direct — Revenue Requirement Page 13

RRS - Page 299 of 561



N —

10

11

12

13

14

15

16

17

18

19

20

III. THE RANKING, ESTIMATION, AND MANAGEMENT OF
BUSINESS SYSTEMS CAPITAL ADDITIONS

Please generally describe the Business Systems organization and the work
Business Systems performs to support SPS’s operations.

The Business Systems organization within XES performs Xcel Energy’s shared IT
functions across all Operating Companies®, including SPS. Attachment MOR-RR-
1 to my testimony is an organization chart showing the Business Systems
organization. The key types of activities include all enterprise application
development and maintenance, management of IT infrastructure, data center
operations and architecture, and IT governance—all of which SPS needs to provide
safe and reliable electric service to its customers.

What are the key drivers of Business Systems’ capital investment?

There are three key drivers to IT investments: evolving cyber security threats;
replacing aging technology; and evolving business requirements. Business
Systems is in a phase of increased investment in IT infrastructure and is making
significant capital additions to serve these three objectives. Business Systems has
made these investments over the past few years and expects that this phase will
continue for the next several years as necessary improvements are made to address
cyber security, replace aging technology, and continue to meet evolving business

needs.

¢ Northern States Power Company, a Minnesota corporation; Northern States Power Company, a

Wisconsin corporation; Public Service Company of Colorado, a Colorado corporation; and SPS.
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How does Business Systems determine when an existing application or system
needs to be replaced or upgraded?

Business Systems works with each of the business areas and Operating Companies
to identify short- and long-term technology needs. The needs typically are greater
than the organization’s ability to fund them, so Business Systems evaluates and
prioritizes any proposed Business Systems investment. Business Systems strives
to maximize technology investment value by maintaining existing systems until the
risk and costs associated with keeping these aging technologies in place outweigh
the benefits.

Please describe the process for ranking and funding Business Systems capital
projects.’
Business Systems’ budget development, project prioritization, and project
management leverages an established IT Governance process. A formal portfolio
prioritization process is conducted on a regular basis to determine which capital
projects are included in the budget. The project prioritization process is as follows:
1. IT works with each business area to determine its specific IT needs, and
then these needs are prioritized based on a particular set of factors.
Specifically, each Business Systems area is responsible for partnering with
a specific business unit within the organization to determine that area’s
long-term strategic objectives and identify whether IT investments can
enable achievement of those objectives. In turn, these priorities are

converted into a proposed Business Systems budget.

The IT Governance process also monitors the end-to-end project
implementation lifecycle for each proposed project, from its conception to

7 Business Systems’ ranking and funding processes include Business Systems projects only. I am

supporting a handful of projects that are managed by business areas outside of Business Systems for case
efficiency. Those business areas follow all corporate budgeting policies and procedures and may have
additional management/governance unique to their respective business areas, which ensure the capital
additions are reasonable and necessary.
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in service, to help keep the project within budget and on schedule and that
it performs as expected for the specified business objective. The IT
Governance process also oversees any changes in project scope or budget
at the corporate level based on overall Xcel Energy priorities and spending
levels.

2. Project ideas are entered into a database and categorized by type. There are
four categories: (1) Aging Technology; (2) Enhance Capabilities; (3) Cyber
Security; and (4) Advanced Grid Intelligence & Security (“AGIS”).

3. From the idea stage, project ideas are evaluated, ranked, and selected based
on a common set of filters. This process weighs a multitude of criteria
including: (1) the financial and non-financial benefits of a project; (2) the
potential for other existing technologies to address the business need; and
(3) the degree to which the project is needed to meet regulatory
requirements or to ensure system reliability and security.  This
categorization process allows Business Systems to evaluate the benefits and
risks associated with each project idea, and results in a list of ranked project
ideas.

4. Once projects are ranked and selected, they are bought to the Xcel Energy
Executive Committee to be prioritized and approved.

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 also affect the
ranking of capital projects. Legal requirements that affect the ranking include
environmental requirements, recent system stability, and future regulatory
demands. For example, the NERC Critical Infrastructure Protection (“CIP”)
Standards CIP-002 through CIP-014 require that SPS and Xcel Energy comply with
physical and cyber security controls designed to protect critical infrastructure.
When there are legal requirements that affect capital projects, their ranking is

prioritized in the capital budget.
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How does SPS ensure that Business Systems capital additions provide the
intended benefits?

During the proposal process of each project, 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 measuring and tracking 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.

Please generally describe how Business Systems develops cost estimates for
proposed capital additions.

When a Business Systems project is in the initial stages of planning, we develop
cost and schedule estimates based on internal experience with similar
implementations. We then utilize a competitive bid process to ensure that Xcel
Energy receives quality service at a fair price, that business value is delivered
according to the agreed requirements, and that costs remain in line with the
approved budget.

Please explain how Business Systems capital costs are managed during a
specific project.

After the estimates are developed, all projects follow a project flow process that
requires reviews and approvals at the budget, management, senior management,

and executive levels. After these approvals, projects are reviewed on a monthly
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basis to compare the monthly budget to actual expenditures. Accordingly, on a
monthly basis, Business Systems evaluates deviations to determine whether costs
are appropriate. In addition, Business Systems develops action plans to mitigate
variations in actual to budgeted expenditures. These mitigation plans may either
reduce or delay other expenditures to support the overall authorized budget. If
authorized budget adjustments are required, they are identified and approved at an

appropriate level of management.
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IV. BUSINESS SYSTEMS CAPITAL ADDITIONS

As part of this rate case, is SPS asking to include in its rate base Business
Systems-related capital additions?

Yes. As I discussed above, Business Systems’ capital additions fall within the
following four categories: (1) Aging Technology; (2) Enhance Capabilities;
(3) Cyber Security; and (4) AGIS. Although each project is assigned to one
category, its purpose may relate to one or more categories. I address the capital
additions categorized as Aging Technology, Enhance Capabilities, and AGIS,
while SPS witness James W. Sample addresses the capital additions categorized as
Cyber Security.

Business Systems investments are primarily enterprise-wide systems that
are used by all of the Operating Companies, including SPS. Attachments MOR-
RR-2 and MOR-RR-3 set forth the Aging Technology, Enhance Capabilities, and
AGIS Business Systems capital additions that SPS is requesting to include in its
rate base. For convenience in my testimony, I refer to these capital additions
collectively as Business Systems capital additions. All of these capital additions
were prudently incurred as part of the large and growing IT infrastructure necessary
to support SPS’s ability to provide electric service to its customers. In Subsection
IV.A below, I address the capital additions that have closed to plant-in-service
during the period July 1, 2019 through September 30, 2020. In Subsection IV.B, I
address the capital additions placed in service between the end of the Test Year
(September 30, 2020) and December 31, 2020, which as I stated earlier, is the

Update Period.
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Projects Placed in Service between July 1, 2019 and September 30,
2020

As part of this rate case, is SPS asking to include in its rate base Business
Systems capital additions closed to plant-in-service during the period of July
1, 2019 through September 30, 2020?

Yes. Attachment MOR-RR-2 sets forth the Business Systems capital additions SPS
is requesting to include in its rate base. All of these capital additions were prudently
incurred and support SPS’s ability to provide electric service to its customers.
What is the time period for these Business Systems capital additions?

These projects are those Business Systems capital projects that closed to plant-in-
service during the 15-month period starting on July 1, 2019 and ending on
September 30, 2020. The starting date for this period (July 1, 2019) is the first day
after the end of the period for which capital additions were requested in Docket No.
49831, and the ending date for this period (September 30, 2020) is the end of the
Test Year in this current case.

What is the dollar amount of the Business Systems capital additions placed in
service between July 1, 2019 and September 30, 2020 that SPS is requesting in
this docket?

The total requested dollar amount of Business Systems capital additions closed to
plant-in-service during the period July 1, 2019 through September 30, 2020 is
$47,070,240 (Total Company). Attachment MOR-RR-2 provides details regarding
the costs of the Business Systems capital additions closed to plant-in-service during

this 15-month period. SPS witness Stephanie N. Niemi allocates the Total
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Company dollar amount among SPS’s jurisdictions (Texas retail; New Mexico
retail; and wholesale).

Please briefly describe the Business Systems capital additions placed in service
between July 1, 2019 and September 30, 2020.

The Business Systems capital additions placed in service between July 1, 2019 and
September 30, 2020 consist of software, hardware, systems and related technology
infrastructure that are necessary to maintain system stability and adequate
performance levels, support changing business needs, or meet regulatory
requirements. The major projects are described in more detail later in my
testimony.

Please describe the information in Attachment MOR-RR-2, which provides
the details about the dollar amounts closed to plant-in-service for these
Business Systems capital additions and the associated affiliate component.

Attachment MOR-RR-2 provides the following information:

Column A —  WBS Level 4 Provides the Work Breakdown
Number Structure (“WBS”) Level 4 number for
the project.
Column B—  WBS Level 4 Provides a short title for the WBS
Description Level 4 number for the project.
Column C —  Asset Class Identifies the type of asset.
Column D —  Witness Identifies the witness supporting the
project.
Column E—  Project Category Provides the project category for the
project.
Column F—  WBS Level 2 Provides the WBS Level 2 number for
Number the project.
Remington Direct — Revenue Requirement Page 21
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Column G —

Column H —

Column [ —

Column J —

Column K —

Column L —

Column M —

WBS Level 2
Description

In-Service Date

Additions to Plant in
Service (July 2019 —
September 2020)

XES Charges
(Included in Column

)

Other Affiliate
Charges (Included in
Column I)

Total Affiliate
Charges (Included in
Column I)

Total Native Charges
(Columns I'less L)
Within the Total
Additions to Plant-in-
Service Shown in
Column (I)

Provides a short title for the WBS
Level 2 number for the project.

Provides the date that the project was
completed and added to plant-in-
service.

Provides the Total Company dollar
amount of the addition to plant-in-
service for the project.

Provides the amount of charges from
XES that are included in the Total
Company dollar amount of addition to
plant-in-service for the project in
Column L.

Provides the amount of charges from
affiliates other than XES that are
included in the Total Company dollar
amount of addition to plant-in-service
for the project in Column L.

Provides total of Columns J and K
associated with new plant-in-service
shown in Column L.

Provides the dollar amount (Total
Company) of the addition to plant-in-
service in Column I that is not an
affiliate charge.

Attachment MOR-RR-2 includes capitalized affiliate costs. Are those affiliate
costs necessary to complete the projects listed in Attachment MOR-RR-2?

Yes. Many employees in the Business Systems organization perform work that
causes their labor and expenses to be capitalized, rather than expensed. For

example, developers, analysts, and project managers who work on IT capital

projects to benefit SPS charge their time to specific capital projects, and these costs
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are charged back to SPS as part of the capital project cost. In addition, the capital
projects include overhead charges that reflect labor and other costs as discussed by
Mr. Moeller. When those projects are complete, the costs, including the labor
charges, are recorded as new assets.

What portion of the total Business Systems capital costs included in
Attachment MOR-RR-2 are affiliate charges?

The affiliate charges included in Attachment MOR-RR-2 are $11,715,885, which
is approximately 24.89% of SPS’s total Business Systems capital additions.

Are the costs of these capitalized affiliate charges reasonable?

Yes. In Section V of this testimony, I demonstrate that the Updated Test Year
charges by XES employees in the Business Systems organization are reasonable
and necessary, and Mr. Baumgarten explains that charges for labor and goods from
the Operating Companies to SPS are reasonable and necessary. Those discussions
also apply to the $11,715,885 of capitalized affiliate costs that are reflected in
Column L of Attachment MOR-RR-2, and that were incurred during the 15-month
period, July 1, 2019 through September 30, 2020. Thus, that discussion supports
the reasonableness and necessity of these capitalized Business Systems affiliate
costs.

What is the difference between the affiliate charges you discussed in Section V
of your testimony and the affiliate charges you discuss regarding capital
additions?

The affiliate charges I discuss later in my testimony are those related to only O&M
affiliate expense during the Updated Test Year. In contrast, the affiliate charges

that I discuss in this section of my testimony refer to the capitalized affiliate charges
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that were closed to plant-in-service during the period from July 1, 2019 through
September 30, 2020.
Please describe the Business Systems capital additions closed to plant-in-
service during the period July 1, 2019 through September 30, 2020 and listed
on Attachment MOR-RR-2 in more detail.
All of the Business Systems capital additions listed in Attachment MOR-RR-2
support the technology necessary for SPS to provide the technology infrastructure
and systems that enable the provision of efficient, effective, and safe electric service
to SPS’s customers. The projects listed on Attachment MOR-RR-2 include
software implementations and upgrades; hardware upgrades and replacements
(computers, servers, radios, phones, routers, and other network equipment); and
upgrades and replacements of the overall technology infrastructure required to
enable use of the hardware and software (e.g., voice and data networks).

Table MOR-RR-1

Business Systems Capital Additions for the Period
July 1, 2019 through September 30, 2020

Capital Additions

Project Category (Total Company)
Aging Technology $37,128,507
Enhance Capabilities $8.863,064
AGIS $1,078,669
TOTAL $47,070,240

In SPS’s last rate case, Business Systems capital additions included a project
category referred to as “Productivity Through Technology” or “PTT.” Why
does that category no longer appear in your testimony?

The PTT category related to capital investments made as part of a specific initiative

to improve business processes and systems throughout Xcel Energy by addressing
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needed technological changes. The PTT initiative focused on replacing Xcel
Energy’s General Ledger system, as well as several different work and asset
management programs across business areas to create an integrated, modernized
Work and Asset Management (“WAM?”) system. The majority of the investments
in the PTT initiative were undertaken in 2014 through 2015, with some preliminary
work in 2013 and some post-implementation follow-up after 2015. With the
completion of the PTT initiative, Business Systems eliminated this category as an
option for capital projects in late 2019. Needed updates to or continuous
improvement associated with the WAM system are now reflected in other
categories, such as “Enhance Capabilities.”

Please describe the types of projects included in the “Aging Technology”
category.

This category of investment contains the capital additions for repairing or replacing
aging software, hardware, systems, and related technology infrastructure, which are
required to ensure efficient and reliable business operations. The total investment
in this category amounts to $37,128,507 during the period. Major projects (i.e.,
projects in excess of $450,000) included in this category are as follows:

e WANSPS - (510,030,897 Total Company). These projects involved wide
area network (“WAN”) reliability and capacity improvements for
distribution and transmission substations, energy supply sites, service
centers, and third parties. They address business needs related to increased
substation communications reliability; high-speed digital access for

operations, maintenance, and security; and the ability to analyze data to
improve reliability and operations.

e SPS Trunked Repeaters (Quantar) - (39,913,096 Total Company). This
project involved replacing equipment in SPS’s private radio system. This
private radio system is critical to SPS operations especially in times of storm
restoration when public networks are not available. Replacing the repeaters
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eliminates risk to operations, customer satisfaction metrics, regulatory
affairs, and financial performance from an extended radio system outage
and lack of communications with field personnel and expand capability to
support mobile and fixed data applications to enable increased productivity
and safe operations.

IT INFS Network Refresh - (36,543,988 Total Company). This project
involved replacing network components on a regular schedule based on
vendor support and end-of-life guidelines to ensure continued network
reliability, meet NERC communications requirements, reduce safety
concerns, and minimize replacement costs.

Next Generation Desktop - (52,394,721 Total Company). This project
involved purchasing the licenses necessary to move desktop and mobile
computing devices throughout Xcel Energy to the most current operating
system, Windows 10, and to move from the Office 2010 suite of
applications to Office 365. The legacy operating system was near the end
of its useful life, and vendor support ended in January 2020. A current,
supported operating system is essential for avoiding security vulnerabilities
and enables new business capabilities and efficiencies, such as mobile and
tablet technologies across our business.

10G Backhaul - ($1,830,011 Total Company). Xcel Energy’s previous
corporate communications backbone had insufficient capacity for the
increasing loads introduced by the new WAM system. This project
involved upgrading network bandwidth to 10G to address capacity
concerns.

Planned PC Refresh - ($1,178,005 Total Company). These projects
involved the planned or scheduled replacement of aging personal
computers, including laptops and desktops, when they reached the end of
their useful lives, and investment necessary to purchase personal comupters
for new personnel or as replacements for lost or damaged computers as the
need arose.

Technology License - ($639,549 Total Company). To ensure adequate
coverage, Xcel Energy purchased additional licenses to support new and
increasing numbers of licenses for common systems, such as Microsoft,
VMWare and Oracle, with users wusually not tied to specific
projects. Updating software licenses ensures that system devices are not
over purchased and are running up-to-date licensed software, which
decreases support costs and increases the Company’s cyber security profile.

Vegetation Management Crew Management - ($581,689 Total
Company). This project involved deployment of a geospatial crew
application to receive, track, record, complete, and close out of work set up
for contract vegetation management crews. The application increases
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NERC compliance, provides effective management of hazardous trees in
rights-of-way, increases execution of strategic forecasting, reduces dual
data entry, and increases reporting capabilities.

e Oracle Licenses - ($487,413 Total Company). This project involved
upgrading the Oracle database versions in use across Xcel Energy. Several
versions that were in service were at the end of their useful lives and were
no longer supported by the vendor. Key systems supported by Oracle

include Business Objects, Enterprise Service Bus, the Xcel Energy website,
and generation management tools.

e PCI SPP Settlement Upgrade - ($458,619 Total Company). The
Southwest Power Pool replaced their current market and transmission
settlement systems with a single, custom-designed system that required all
Southwest Power Pool members, including SPS, to upgrade. This project
implemented that necessary system.

Combined, these projects account for 91.73% of the total capital additions
in this category. The remaining projects are similar in nature in that they are
necessary to repair or replace aging technology, which is essential to ensuring
efficient and reliable business operations that support SPS’s provision of electric
service.

Please describe the types of projects included in the “Enhance Capabilities”
category.

This category of investment contains the capital additions for 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 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
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including power plants, transmission operations, facility management, IT

operations management, construction project management, and customer care

needs. The total investment in this category amounts to $8,863,064 during the

period. Major projects (i.e., projects in excess of $300,000) included in this

category are as follows:

PTT Continuous Improvements - ($2,478,510 Total Company). This
project builds upon the existing Enterprise Resource Plan system by
delivering new functionality and refreshes to specific areas of application.
This release included updates for dispatching, scheduling, and materials
inventory.

ESB Environment Refresh - (82,192,834 Total Company). An
Enterprise Service Bus is a middleware which works behind the scenes for
communication between application to application. Enterprise Service
Buses are designed to provide a uniform means of offering applications the
ability to connect to the bus and transfer data based on simple structural and
business policy rules.  This project refresh enhanced monitoring
capabilities, managing quality issues and system issues necessary to reduce
data integrity occurrences and promoting a series of processes and controls.
The project maximizes online availability, maintains or enhances system
processing times, and decreases system risk associated with manual
processes.

eSOMS Project - ($814,639 Total Company). This project upgraded the
Electric Shift Operations Management System. This software and
associated business processes prevent accidental startup of hazardous
equipment while a worker is in direct contact with the isolated equipment.
The project is needed for personal safety and to align with industry
standards to ensure that dangerous systems are properly shut off and not
able to re-start until the work on the isolated equipment is complete, and
that all workers involved are individually accounted for.

Transmission Asset Health Analytics - ($793,095 Total Company). This
project involved costs associated with developing a system that provides the
analytics for maintaining and replacing transmission assets. The system
combines different types of data and explores capabilities to perform data
mining, predictive modeling, and advanced analysis.

Satellite - ($484,543 Total Company). This project involved
implementing reliable satellite connections in all Xcel Energy regions and
enables dynamic network addressing for satellite connections that have
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already been deployed. This upgrade and expansion of satellite capabilities
enables automated emergency cut-over and improves performance.

¢ Business Systems Resiliency Project - (3400,386 Total Company). This
project built on the Customer Response System and other key domain
critical areas across Xcel Energy. It included gaining an understanding of
incident root causes and defined improvement opportunities and initial
sequencing/roadmap to drive increased stability and resiliency in the future.

e Network Automation Platform Implementation - ($343,591 Total
Company). This project provided the Network organization an automation
platform that is highly scalable and flexible in terms of integration. The
platform increases reliability and stability of network assets and lowers time
to implement changes in network and assist in removing human error.

e Network Inventory and Planning Solution - ($324,551 Total Company).
This project created a central repository that can house the inventory of all
network assets. This inventory will include wireless networks, fiber,
physical locations, WAN circuits, network hardware components, etc. In
addition, the system provides geospatial visualization of the entire
communications network, and provides real-time network monitoring for
enhanced network reliability and security.

e Enterprise Operational Monitoring - ($315,369 Total Company). This
project supported several corporate initiatives (hardware and software) that
enabled additional monitoring of existing and new critical systems for Xcel
Energy employees and customers.

Combined, these projects account for 91.93% of the total capital additions
in this category. The remaining projects are similar in nature in that they involve
the implementation or upgrade of existing software, hardware, or systems that are
needed to improve business operations and to protect SPS and Xcel Energy
information.

How do you differentiate between the Enhance Capabilities investments and
the Aging Technology investments?
As noted above, some of the investments overlap between categories. That said,

the projects in the Aging Technology category typically involve the replacement of
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assets that were already in service, while the projects in the Enhance Capabilities
category typically involve implementing systems that significantly add to business
capability or efficiency. Close calls in deciding which category is appropriate often
involve application upgrades. In some cases, the primary reason for an upgrade is
the age of the existing application. In other cases, the upgraded application enables
new functionality and capability. In many cases both issues drive the need for the
capital investment.
Please describe the types of projects included in the Advanced Grid
Intelligence & Security or “AGIS” category.
The Advanced Grid Intelligence & Security category captures Xcel Energy’s work
to build an advanced electric grid that is more resilient and provides more tools and
options for customers. In the future, the AGIS category for SPS is expected to also
include investment associated with advanced metering infrastructure. That is not,
however, part of this case.

The total investment in this category amounts to $1,078,669 during the
period and included only one project:

e Advanced Distribution Management System Data - $1,078,669. The
Advanced Distribution Management System (“ADMS”) provides an
integrated operating and decision software support system to assist control
room, field personnel, and engineers with the monitoring, control, and
optimization of the electric distribution system. This ADMS data project
involved collecting and reviewing information about the electric
distribution assets to ensure that the information available complies with the
necessary level of detail needed for ADMS.

This project accounts for 100% of the total capital additions in this category.
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In conclusion, are the Business Systems capital additions listed on Attachment
MOR-RR-2, that were closed to plant-in-service during the period July 1, 2019
through September 30, 2020, including the capitalized affiliate charges,
reasonable and necessary?

Yes. The projects listed on Attachment MOR-RR-2 are reasonable and necessary
to efficiently manage business operations, protect data and information, meet
evolving regulatory and legal requirements, keep current with technology, maintain
the stability and reliability of the existing IT systems, and provide the tools required
to effectively and safely provide service to SPS’s retail customers. The rigorous
processes (discussed in Section III) that are followed in evaluating, selecting, and
monitoring the execution and implementation of capital projects ensures that the
additions are reasonable and necessary and that the costs are prudently incurred to

provide safe and reliable utility service to SPS customers.

Business Systems Capital Projects Placed in Service Between
October 1, 2020 and December 31, 2020

Is SPS asking to recover Business Systems-related capital additions placed in
service between the end of the Test Year and December 31, 2020?

Yes. SPS seeks to include in rate base capital additions placed in service between
the end of the Test Year (September 30, 2020) and December 31, 2020, which as |
stated earlier, is the Update Period. Attachment MOR-RR-3 provides SPS’s costs
for these projects. As initially filed, the costs reflected in Attachment MOR-RR-3
are estimated amounts. Mr. Moeller explains the basis for the budgeted amounts.

As discussed by Mr. Grant, SPS will file actual costs for the Update Period,
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including an updated version of Attachment MOR-RR-3, no later than the 45th day
after the date of the initial filing of this rate case, as required by 16 TAC § 25.246.
What is the dollar amount of Business Systems-related capital additions placed
in service between October 1, 2020 and December 31, 2020?

The total costs are reflected on Attachment MOR-RR-3, including affiliate costs.
These amounts reflect Total Company costs. Ms. Niemi allocates the Total
Company dollar amount among SPS’s three rate jurisdictions (Texas retail; New
Mexico retail; and wholesale) in the cost of service study she presents.

Are capitalized affiliate costs included in the total costs?

Yes. The costs include capitalized aftiliate costs similar to those included for
projects placed in service during the previous 15 months. As initially filed,
Attachment MOR-RR-3 contains only a total estimated amount of affiliate charges,
which are based on historical percentages for the different asset classes. This is
explained in more detail by Mr. Moeller. The updated version of Attachment
MOR-RR-3, will reflect actual affiliate charges for the Update Period.

Are those affiliate costs necessary to complete the Business Systems-related
capital projects?

Yes. Affiliate costs were incurred for the same reasons they were incurred on the
projects placed in service between July 1, 2019 and September 30, 2020 as
discussed earlier in my testimony.

Are these capitalized affiliate charges reasonable?

Yes. These costs satisty the standards for inclusion of affiliate costs in rates for the
reasons presented in my testimony above, as well as the testimony of Mr.

Baumgarten and Mr. Moeller regarding the reasonableness of affiliate charges.
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Please describe the information in Attachment MOR-RR-3, which provides

the dollar amounts for projects placed in service during the Update Period.

Attachment MOR-RR-3 provides the following information:

Column A —  Asset Class

Column B—  Witness

Column C —  Project Category

Column D —  Additions to Plant-in-
Service (Oct. 2020 —
Dec. 2020)

Column E —  Total Affiliate
Charges

Column F —  Project Description

Identifies the type of asset.

Identifies the witness supporting the
project.

Identifies the project category.

Identifies the Total Company dollar
amount of the addition to plant-in-
service.

Provides the total affiliate charges
included in the charges in Column D.

Provides a description of the project and
its major components.

Please describe the projects placed in service during the Update Period.

The projects placed in service from October 1, 2020 through December 31, 2020

are similar to the projects that were closed in the previous 15 months and that are

discussed in the previous section of my testimony. These projects fall into the same

three categories as the projects in the previous 15 months of Aging Technology,

Enhance Capabilities, and AGIS. Mr. Sample addresses projects that fall into the

Cyber Security category.

All of the projects placed in service from October 1, 2020 through

December 31, 2020 support the technology necessary for SPS to provide the

technology infrastructure and systems that enable the provision of efficient,
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effective, and safe electric service to SPS’s customers. Descriptions of the specific
projects placed in service between October 1, 2020 and December 31, 2020, and
the reasons the specific projects are necessary, are provided on my Attachment
MOR-RR-3.

Has SPS managed its Update Period Business Systems related capital addition
projects to ensure the final, actual costs are reasonable and prudent?

Yes. The same budgeting and project management process that I describe in

Section III of my testimony applies to the projects for the Update Period.

Remington Direct — Revenue Requirement Page 34

RRS - Page 320 of 561



N —

10

11

12

13

14
15

16

17

18

19

20

21

22

23

24

25

V. AFFILIATE EXPENSES FOR THE BUSINESS SYSTEMS
CLASS OF SERVICES

Earlier in your testimony, you referred to an “affiliate class.” What do you
mean by the terms “affiliate class” or “affiliate class of services”?

A portion of SPS’s costs reflects charges for services provided by a supplying
affiliate, specifically XES or one of the Operating Companies. These charges have
been grouped into various affiliate classes, or aggregations of charges, based upon
the business area, organization, or department that provided the service or, in a few
instances, the accounts that captured certain costs. In his direct testimony, Mr.
Baumgarten provides a detailed explanation of how the affiliate classes were
developed and are organized for this case.

Which affiliate class do you sponsor?

I sponsor the Business Systems class of affiliate services.

Overview of Business Systems Class of Services and Related
Affiliate Costs

Where does the Business Systems affiliate class fit into the overall affiliate
structure?

Attachment RLB-RR-6 to Mr. Baumgarten’s direct testimony provides a list and a
pictorial display of all affiliate classes, dollar amounts for those classes, and
sponsoring witness for each class. As seen on that attachment, the Business
Systems affiliate class was part of the Utilities & Corporate Services business area
during the Updated Test Year.

What services are grouped into the Business Systems affiliate class?

The costs of Xcel Energy’s centralized IT services are grouped in the Business

Systems class. These services include the provision and maintenance of computer
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hardware and software, voice and data communication networks, and related
technology support for SPS and the other Operating Companies; provision of IT
systems that support business functions including billing, accounting, payroll,
outage management and dispatch, supply chain, and other general business
operations; provision of routine support and improvements for these technologies
and systems; preparation for and mitigation of cyber security risks; and
employment of technology and data to advance information analysis and improve
business operations.

What is the dollar amount of the Updated Test Year XES charges that SPS
requests, on a Total Company basis, for the Business Systems affiliate class?
The following table (next page) summarizes the dollar amount of the estimated
Updated Test Year XES charges for the Business Systems affiliate class. I will
update the table below as part of SPS’s 45-day case update filing to reflect the
Updated Test Year costs for the Business Systems affiliate class.

Table MOR-RR-23

Requested Amount of XES Class
Expenses Billed to SPS (Total Company)

Class of Services Toglll N Requested 7o Direct &
v ass Amount Billed Allocated
Expenses
Business Systems $321,545,612 | $37,165,736 15.37% 84.63%

8 Total XES Class Expenses is the Dollar amount of total Updated Test Year expenses that XES

charged to all Xcel Energy companies for the services provided by this affiliate class. This is the amount
from Column E in Attachment MOR-RR-A. Requested Amount is SPS’s requested amount after exclusions
and pro forma adjustments. % Direct Billed is the percentage of SPS’s requested XES expenses for the
class that were billed 100% to SPS. % Allocated is the percentage of SPS’s requested XES expenses for the
class that were allocated to SPS.
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Please describe the attachments that support the information provided on

Table MOR-RR-2.

There are four attachments to my testimony that present information about the

requested SPS affiliate expenses for the Business Systems affiliate class.

Attachment MOR-RR-A: Provides a summary of the affiliate expenses

for this class during the Updated Test Year. The summary starts with the total of

the XES expenses to SPS for the services provided by this affiliate class and ends

with the requested dollar amount of XES expenses to SPS (Total Company) for this

affiliate class after exclusions and pro forma adjustments. The columns on this

attachment provide the following information.

Column A — Line No.
Column B —  Affiliate Class

Column C —  Billing Method (Cost
Center)

Column D —  Allocation Method

Column E —  Total XES Billings
for Class to all Legal
Entities (FERC Acct.
400-935)

Column F —  XES Billings for
Class to all Legal
Entities Except for
SPS (FERC Acct.
400-935)

Remington Direct — Revenue Requirement

Lists the Attachment line numbers.
Lists the affiliate class.

Shows the billing method that XES
uses to charge the expenses to the
affiliates, and the billing method short
title. In his direct testimony, Mr.
Baumgarten explains the billing
methods and defines the codes.

Shows the allocation method
applicable to the billing method (cost
center).

Shows XES billings to all legal
entities for the affiliate class.

Shows XES billings to all legal
entities except SPS for the affiliate
class.
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Column G —  XES Billings for
Class to SPS (Total
Company) (FERC

Acct. 400-935)

Column H—  Exclusions
ColumnI—  Per Book
ColumnJ—  Pro Formas
Column K —  Requested Amount
(Total Company)
Column L — % of Class Charges

Shows XES billings to SPS (Total
Company) for the affiliate class.

Shows the total dollars to be excluded
from Column G. Exclusions reflect
expenses not requested, such as
expenses not allowed or other
expenses excluded from the cost of
service.

Shows XES billings to SPS (Total
Company), for the affiliate class, after
the exclusions shown in Column H.
The dollar amount in Column I is
Column G plus Column H.

Shows the total dollar amount of pro
forma adjustments to the dollar
amount in Column I. Pro forma
adjustments reflect revisions for
known and measurable changes to the
Updated Test Year expenses.

Shows the requested amount (Total
Company) for the affiliate class. The
dollar amount in Column K is Column
I plus Column J.

Shows the percentage of affiliate class
charges billed using the cost center.

In his direct testimony, Mr. Baumgarten provides a consolidated summary

of affiliate expenses for all classes during the Test Year and Updated Test Year.

Attachment MOR-RR-B(CD): Provides the detail of the XES expenses

for the Business Systems affiliate class that are summarized on Attachment

MOR-RR-A. The detail shows the XES expenses billed to SPS for the Business

Systems affiliate class, itemized by the amount, with each expense listed by

individual activity and billing method (cost center). When summed, these amounts
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tie to the amounts shown on Attachment MOR-RR-A, and the detail regarding the

expenses is organized to support that attachment. Specifically, the columns on this

attachment provide the following information.

Column A —

Column B —

Column C —

Column D —

Column E —

Column F —

Column G —

Column H —

Column [ —

Column J —

Line No.

Legal Entity
Receiving XES
Expenses
Affiliate Class
Cost Element

Activity

Billing Method
(Cost Center)

FERC Account

XES Billings for
Class to all Legal

Entities (FERC Acct.

400-935)

XES Billings for
Class to all Legal
Entities Except SPS
(FERC Acct. 400-
935)

XES Billings for
Class to SPS (Total
Company) (FERC
Acct. 400-935)

Remington Direct — Revenue Requirement

Lists the Attachment line numbers.

Shows the legal entity (Xcel Energy or
one of its subsidiaries) that received the
XES expense.

Lists the affiliate class.
Provides the cost element number.
Provides a short title for the activity.

Identifies the billing method and short
title. In his direct testimony, Mr.
Baumgarten explains the billing
methods and defines the codes.

Shows the Federal Energy Regulatory
Commission (“FERC”) Account in
which the expense was recorded for the
operating companies.

Shows the itemized amount of the listed
XES expense that was billed to all legal
entities for the affiliate class.

Shows the itemized amount of the listed
XES expense that was billed to all legal
entities except SPS for the affiliate
class.

Shows the itemized amount of the listed
XES expense that was billed to SPS for
the affiliate class. Therefore, the sum of
this column provides total billings to
SPS and ties to the total dollar amount
for the affiliate class in Column G of
Attachment MOR-RR-A.
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Column K —  Exclusions Shows the total dollars excluded from
Column J. The total dollar amount for
the affiliate class in Column K ties to
the total dollar amount for the affiliate
class in Column H of Attachment
MOR-RR-A.

Column L —  Per Book Shows XES billings to SPS (Total
Company) for the affiliate class after the
exclusions shown in Column K. The
dollar amount in Column L is Column J
plus Column K. The total dollar amount
for the affiliate class in Column L ties to
the total dollar amount for the affiliate
class in Column I of Attachment
MOR-RR-A.

Column M —  Pro Formas Shows the dollar amount of pro forma
adjustments to the dollar amount in
Column L. The total dollar amount for
the affiliate class in Column M ties to
the total dollar amount for the affiliate
class in Column J of Attachment

MOR-RR-A.
Column N—  Requested Amount Shows the requested amount (Total
(Total Company) Company) for the affiliate class. The

dollar amount in Column N is Column L
plus Column M. The total dollar
amount for the affiliate class in Column
N ties to the total dollar amount for the
affiliate class in Column K of
Attachment MOR-RR-A.

Mr. Baumgarten also provides a consolidated summary of this information
for all affiliate classes during the Test Year and the Updated Test Year.

Attachment MOR-RR-C: Both Attachments MOR-RR-A and

MOR-RR-B(CD) show exclusions to the XES expenses billed to SPS for the
Business Systems affiliate class (Attachment MOR-RR-A, Column H; Attachment

MOR-RR-B(CD), Column K). Attachment MOR-RR-C provides detail about

Remington Direct — Revenue Requirement Page 40

RRS - Page 326 of 561



10

11

those exclusions listed on Attachments MOR-RR-A and MOR-RR-B(CD). The

columns on Attachment MOR-RR-C provide the following information.

Column A — Line No. Lists the Attachment line numbers.
Column B —  Affiliate Class Lists the affiliate class.
Column C — FERC Account Identifies the FERC Account and

FERC Account description for the
expense that has been excluded.

Column D —  Explanations for Provides a brief rationale for the
Exclusions exclusion.

Column E —  Exclusions (Total Shows the dollar amount of the
Company) exclusion.

In his direct testimony, Mr. Baumgarten describes the calculations
underlying the exclusions.

Attachment MOR-RR-D: Both Attachments MOR-RR-A and

MOR-RR-B(CD) show pro forma adjustments to SPS’s per book expenses for the
Business Systems affiliate class (Attachment MOR-RR-A, Column J; Attachment
MOR-RR-B(CD), Column M). Attachment MOR-RR-D provides information
about those pro forma adjustments shown on Attachments MOR-RR-A and

MOR-RR-B(CD). The columns on Attachment MOR-RR-D provide the following

information.
Column A — Line No. Lists the Attachment line numbers
Column B —  Affiliate Class Lists the affiliate class.
Column C —  FERC Account Identifies the FERC Account and
FERC Account description affected
by the pro forma adjustment.
Column D —  Explanations for Pro  Provides a brief rationale for the pro
Formas forma adjustment.
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Column E—  Sponsor Identifies the witness or witnesses
who sponsor the pro forma

adjustment.
Column F —  Pro Formas (Total Shows the dollar amount of the pro
Company) forma adjustment.

Does XES bill its expenses for the Business Systems affiliate class to SPS in the
same manner as it bills other affiliates for those expenses?

Yes. As discussed by Mr. Baumgarten, XES uses the same method for billing and
allocating costs to affiliates other than SPS that it uses to bill and allocate those
costs to SPS.

Are there any exclusions to the XES billings to SPS for the Business Systems
affiliate class?

Yes. As I mentioned earlier, exclusions reflect expenses SPS is not requesting to
recover, such as expenses that are not related to the provision of utility service or
other below-the-line items. Exclusions are shown on Attachment MOR-RR-A,
Column H, and on Attachment MOR-RR-B(CD), Column K. The details for the
exclusions are provided in Attachment MOR-RR-C. Mr. Baumgarten describes
how the exclusions were calculated. In SPS’s 45-day case update, I will present an
updated Attachment MOR-RR-C that will provide actual exclusions to replace any
estimated exclusions included in my original attachment.

Are there any pro forma adjustments to SPS’s per book expenses for the
Business Systems affiliate class?

Yes. As I mentioned earlier, pro forma adjustments are revisions to Updated Test
Year expenses for known and measurable changes. Pro forma adjustments are

shown on Attachment MOR-RR-A, Column J, and on Attachment

Remington Direct — Revenue Requirement Page 42

RRS - Page 328 of 561



10

11

12

13

14

15

16

17

18

19

20

21

22

23

MOR-RR-B(CD), Column M. The details for the pro forma adjustments, including
the witness or witnesses who sponsor each pro forma adjustment, are provided in
Attachment MOR-RR-D. As shown on that attachment, I am not a sponsor for the
pro forma adjustments for the Business Systems affiliate class. Given the time of
SPS’s initial filing, only the first nine months of the Updated Test Year have been
subjected to a complete pro forma adjustment review process. In SPS’s 45-day
case update, I will present an updated Attachment MOR-RR-D that will complete
the full pro forma adjustment review process for the last three months of the

Updated Test Year.

The Business Systems Class of Services are Necessary Services

Are the services that are grouped in the Business Systems affiliate class
necessary for SPS’s operations?

Yes. Business Systems provides a vital service that enables the provision of
efficient, effective, and safe electric service to SPS’s customers. Dependence on
technology is continuing to increase. Technology is necessary for much of SPS’s
work, including to efficiently dispatch work to the field, operate generating
facilities, effectively purchase fuel, manage and monitor the electrical system, bill
customers for service, develop budgets and track expenditures, pay employees, and
offer programs to customers and respond to their inquiries. The services grouped
in the Business Systems affiliate class are necessary to ensure that SPS has the
technology infrastructure and systems needed to perform these tasks. They are
functions required by all utilities and without which SPS would not be able to

provide electric service to its customers.
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What are the specific services that are provided to SPS by the Business
Systems affiliate class?
Business Systems provides and maintains the technology infrastructure utilized by
SPS and all of Xcel Energy, including hardware, voice and data networks,
databases, and the middleware that facilitates integration and communication
between systems. The responsibilities of Business Systems include SPS’s desktop
computers, printers, and software, as well as distributed systems such as servers,
computer systems, communications systems, telephones, and electronic
communication networks. Business Systems also has responsibility for software
application development, data storage, and for updating or replacing systems and
applications as they age. Finally, Business Systems is responsible for
implementation of capital projects discussed in Section IV of my testimony. The
major software applications that Business Systems supports are:

e (Customer Resource System (“CRS”) - stores SPS customer data and

generates customer bills; used by call center agents as they respond to SPS
customer inquiries about outages and billing;

e Outage Management System and dispatch system - used to track customer
outages and dispatch repair crews in the SPS service territory;

e Meter Reading Management systems - used to manage the inventory of
meters and devices used to collect usage information from SPS customers;

e Supervisory Control and Data Acquisition (“SCADA”) system - used to
monitor system operations and the health of the SPS transmission grid;

e Work Management Systems - used for purchasing and management of
materials and inventory used in the generation, transmission, and
distribution business areas; enables maintenance of the infrastructure in the
SPS plants and in the SPS transmission and distribution network; and
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e Financial systems - enables creation, tracking, reporting, and analysis of
budgets, forecasts, and actual financial results.

Are any services in the Business Systems affiliate class that are provided to
SPS duplicated elsewhere in XES or in any other Xcel Energy subsidiary such
as SPS itself?

No. Within XES, none of the services grouped in the Business Systems affiliate
class are duplicated elsewhere. No other Xcel Energy subsidiary performs these
services for the Operating Companies. In addition, SPS does not perform these
services for itself.

Do SPS’s Texas retail customers benefit from the services that are part of the
Business Systems class of services?

Yes. The services of the Business Systems class benefit SPS’s customers in many
ways. For example, the computers and computer systems are used to store and
retrieve data to bill customers; the communications systems are used to manage the
grid and the interactions between generation, transmission, and distribution; the
telephones and electronic communication networks are used to communicate
internally and with customers; and the software implemented protects from cyber
security attacks and allows for continued operation of all these systems. Customers
benefit through the use of these systems to track customer usage, monitor status of
the electric grid, address and manage service issues and interruptions, generate

customer bills, and support customer inquiries.
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The Business Systems Class of Services are Provided at a
Reasonable Cost

1.  Additional Evidence

Is there additional support for a portion of the expenses that you present in
this testimony?

Yes. Of the estimated Updated Test Year costs for the Business Systems class,
18.65% are compensation and benefits costs for XES personnel. SPS witnesses
Michael P. Deselich and Richard R. Schrubbe establish that the level of Xcel
Energy’s compensation and benefits is reasonable and necessary. In addition, half
of the requested costs for this class were for goods or services procured by contract.
Xcel Energy’s Supply Chain organization is responsible for the sourcing and
purchasing of goods and services needed by SPS, as well as the review and
processing of payments by vendors. SPS witness Robert H. Kunze provides
testimony about these functions and demonstrates that the Supply Chain processes
and controls produce reasonable costs supporting SPS’s operations.

2. Budget Planning

Is a budget planning process applicable to the Business Systems class of
affiliate costs?

Yes. Annual budgets are created, which are applicable to the Business Systems
class of affiliate costs, using guidelines developed at the corporate level. Each
manager within the Ultilities & Corporate Services business area, which includes
the Business Systems organization, carefully reviews historical spend information,

identifies changes that will be coming in the future, and analyzes the costs
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associated with those changes prior to submitting a proposed budget. The
budgeting process is discussed in more detail by SPS witness Adam R.
Dietenberger.

During the fiscal year, does the Business Systems organization monitor its
actual expenditures versus its budget?

Yes. Actual versus expected expenditures are monitored on a monthly basis by
management in the Business Systems organization. Deviations are evaluated each
month to ensure that costs are appropriate. In addition, action plans are developed
to mitigate variations between actual and budgeted expenditures. These mitigation
plans may either reduce or delay other expenditures so that overall spending
complies with the authorized budget. If authorized budget adjustments are
required, they are identified and approved at an appropriate level of management.
Are employees within the Business Systems organization held accountable for
deviations from the budget?

Yes. All management employees in the Utilities & Corporate Services business
area have specific budgetary goals that are incorporated into their performance
evaluations. Performance is measured on a monthly basis to ensure adherence to
the goals and provide for action plan development to address variances. All
Business Systems managers are required to manage their expenses to support the
budgetary goals. Failure to meet these performance targets will affect their

performance evaluation and overall compensation.

Remington Direct — Revenue Requirement Page 47

RRS - Page 333 of 561



10

11

12

13

14

15

16

17

18

19

3. Cost Trends

Please state the dollar amounts of the actual per book charges from XES to
SPS for the Business Systems class of services for the three fiscal years
preceding the end of the Updated Test Year and the estimated per book
charges for the estimated Updated Test Year.

The following table shows, for the fiscal years 2017, 2018, and 2019 (calendar
years), the actual per book, and, for the Updated Test Year, the estimated per book
affiliate charges (Column I on Attachment MOR-RR-A) from XES to SPS for the
services grouped in the Business Systems affiliate class:

Table MOR-RR-3

(Per Book) Charges Over Time
| ; Updated Test
Class o 2017 2018 2019 Year
Services )
(Estimated)
Business | ¢3 356,005 | $34.027.463 | $34.852.985 |  $37.010.888
Systems

What are the reasons for this trend?

Using Per Book charges for 2017 as a baseline, the increase in costs between 2017
and the Updated Test Year of $6.7 million was primarily due to three major
drivers. First, costs for network equipment for shared assets increased by $3.3
million. SPS shared asset costs (recorded in FERC Account 931) increased due to
an increase in total Xcel Energy network equipment capital additions. However, a
large SPS native credit (recorded in FERC Account 922) offset the shared costs
resulting in an overall decrease. Shared asset costs occur when employees in two

or more of the Xcel Energy legal entities use or share an asset owned by one of the
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Xcel Energy legal entities, which is the case with certain assets supported by
Business Systems. The transactions result in the sharing of the costs for that asset,
including depreciation. Ms. Schmidt and Mr. Moeller address the type of shared
asset costs requested in this case. Second, Business Systems labor expenses
increased by $1.6 million. This was primarily from insourcing IT operations that
were previously provided by outside contractors. The increase in labor expense
was partially offset by a decrease in outside labor expenses of $.8 million. Third,
Business Systems experienced an increase in software maintenance costs of $2.1
million. The software maintenance increase is partially from the modernized
WAM system discussed earlier, as well as keeping software maintenance current
to continue to receive security patches and other necessary updates.
4. Staffing Trends

Please provide the staffing levels for the Business Systems class of services for
the three fiscal years preceding the end of the Updated Test Year and the
Updated Test Year.

The following table shows, for the fiscal years 2017, 2018, and 2019 (calendar
years) and for the Updated Test Year, the average of the end of month staffing
levels for the Business Systems class of services.

Table MOR-RR-4

Average of End of Month # of Staff
Updated Test
Class of Services 2017 2018 2019 Year
(Estimated)
Business Systems 290 358 463 563
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What are the reasons for this trend?

The increase in average staffing levels from 2017 to 2019 was due to an initiative
by Business Systems to insource IT operations that were previously provided by
outside contractors. There are several reasons for this initiative. Some of the
outside personnel had high rates of turnover, resulting in a loss of expertise specific
to Xcel Energy. Insourcing improves the retention of institutional knowledge. In
many cases, the Xcel Energy insourced personnel have supported Xcel Energy for
long periods of time on a contract basis. Insourcing also provides Xcel Energy
with the added ability to manage processes internally and not depend on outside
vendors. Finally, outside contractors with access to critical systems and data who
were located offshore were replaced with new employees who would be directly
employed by and located within Xcel Energy, enhancing security and helping
maintain compliance with NERC CIP requirements. The increase in average
staffing levels between 2019 and the Updated Test Year is attributed to a
continuation of Business System’s ongoing insourcing initiative.  More
specifically, a majority of the increase between 2019 and the Updated Test Year
relates insourcing personnel for the Xcel Energy enterprise network. This allows
Xcel Energy to design and maintain the enterprise network in a way that
strategically enhances and supports the business operations areas and allows Xcel
Energy to manage future growth and costs. A smaller portion of the staffing
increase between 2019 and the Updated Test Year related to an initiative to address
communication channels. Xcel Energy recognizes that customers’ expectations

have changed with regard to how they communicate with the company.
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5. Cost Control and Process Improvement Initiatives
Separate from the budget planning process, does the Business Systems affiliate
class take any steps to control its costs or to improve its services?
Yes. As part of ongoing operations, service delivery model options and
improvement opportunities are implemented as appropriate. These may include
increasing or decreasing the scope of outsourced services; increasing or decreasing
the use of consultants based on opportunities to create value or address new risk
exposures; changing service delivery providers based on quality, stability or price;
and shifting resources to the most critical needs as business priorities and risks
change. Business Systems also utilizes competitive bidding practices and a multi-
vendor sourcing strategy where possible, which encourages vendors to compete
against each other for Xcel Energy’s business, and thus have an incentive to keep
the price of their services competitive. Also, having multiple vendors available
minimizes the risks associated with relying solely on one vendor.
Are there specific strategies utilized for assessing service performance?
Yes. In addition to identifying service needs and assessing delivery options as
described above, service level and business value metrics are monitored to
understand performance and identify improvement opportunities. Examples of the
metrics that are monitored are daily bill performance (the number of meter reads
processed and bills distributed); call handling times in the customer and IT help
desk environments; up-time for critical systems such as the Energy Management
System (“EMS”’), SCADA, and trading desk environments; and time to recover for

all unexpected technology outages. In addition, a number of IT services and
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systems are tracked for their up-time, real-time performance, and critical error

recovery.

The Costs for the Business Systems Class of Services are Priced in
a Fair Manner

For those costs that XES charges (either directly or through use of an
allocation) to SPS for the Business Systems class of services, does SPS pay any
more for the same or similar service than does any other Xcel Energy affiliate?
No. The XES charges to SPS for any particular service are no higher than the XES
charges to any other Xcel Energy affiliate. The costs charged for particular services
are the actual costs that XES incurred in providing those services to SPS. A single,
specific allocation method, rationally related to the cost drivers associated with the
service being provided, is used with each cost center (billing method). In his direct
testimony, Mr. Baumgarten discusses the selection of billing methods and XES’s
method of charging for services in more detail.
How are the costs of the Business Systems affiliate class billed to SPS?
My Attachment MOR-RR-B(CD) shows all of the costs in this class broken out by
activity and, in conjunction with Column C in my Attachment MOR-RR-A, shows
the billing method associated with each activity. My Attachment MOR-RR-A
shows the allocation method (Column D) associated with each billing method
(Column C) used in the affiliate class.

In SPS’s 45-day case update, I will present updated Attachments
MOR-RR-A and MOR-RR-B(CD) so that the entries for the last three months of

the Updated Test Year provide actual data and conform to the information provided
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for the first nine months. In the event the predominant allocation methods for the
Business Systems affiliate O&M expenses on my updated Attachments
MOR-RR-A and MOR-RR-B(CD) differ from those discussed below, I will explain
those differences in supplemental testimony in SPS’s 45-day case update filing.
What are the predominant billing allocation methods used for billing costs that
SPS seeks to recover for the Business Systems affiliate class of services?
Approximately 96.71% of the requested XES charges to SPS for this class were
charged using one of the following ten billing allocation methods:

e Number of Computers: 26.49% of XES charges to SPS - $9,846,971;

e Average of a Select Set of Software Allocators: 32.44% of XES charges
to SPS - $12,057,907,

e Direct Billing: 15.37% of XES charges to SPS - $5,711,501;

e Average of all Software Percentages: 8.98% of XES charges to SPS -
$3,339,184;

e Number of Phones, Radios, and Computers: 4.53% of XES charges to
SPS - $1,684,185;

e Assets, Revenue, Number of Employees: 3.19% of XES charges to SPS
- $1,184,796;

e Electric Transmission Plant: 1.04% of XES charges to SPS - $387,431;

e Flectric Production Plant/Electric Transmission Plant/Electric
Distribution Plant: 1.85% of XES charges to SPS - $688,052;

e Number of Meters/Number of Residential Contacts handled by the Call
Centers: 1.39% of XES charges to SPS - $517,147; and

e Number of Employees: 1.43% of XES charges to SPS - $530,898.
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Why is it appropriate to allocate costs based upon the “Number of Computers”
method for the costs captured in the cost centers that use that allocation
method?

For the cost centers charged using the “Number of Computers” method as the
allocator, the costs are driven by the machines in the environment. For example,
the costs of the IT help desk service, collected in Cost Center 200148, are assigned
using this allocation method, and these costs are driven by the number of computers
in use. Thus, allocating these costs based on the number of computers is
appropriate for the allocation of costs to affiliates because it allocates costs for the
services in accordance with cost causation and the distribution of the benefits of the
services received. For the cost centers that assign costs based upon this allocation
method, the per unit amounts charged by XES to SPS as a result of the application
of this allocation method are no higher than the unit amounts billed by XES to other
affiliates for the same or similar services and represent the actual costs of the
services.

Why is it appropriate to allocate costs based upon the “Average of Select Set
of Software Allocators” for the costs captured in the cost centers that use that
allocation method?

For the cost centers charged using the “Average of Select Set of Software
Allocators” method as the allocator, the costs are those of the resources (including
team members, servers, and databases) for managing the information systems
infrastructure and providing other consolidated services to support the selected

software applications throughout the entire IT environment. For example, the
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server costs supporting the selected software applications are collected in Cost
Center 200111 EAI (Enterprise Application Integration) and are assigned using the
“Average of Select Set of Software Allocators” method as the allocator. The cost
driver for these support activities is the selected software applications. This
allocator averages the percentages applied under the diverse allocations used for
the supported applications and applies the resulting percentage to allocate these
costs. This allocation reflects cost causation and the distribution of the benefits of
the services received. For the cost centers that assign costs based upon this
allocation method, the per unit amounts charged by XES to SPS as a result of the
application of this allocation method are no higher than the unit amounts billed by
XES to other affiliates for the same or similar services and represent the actual costs
of the services.

Why is the “Direct Billing” method appropriate for assigning the costs
captured in the cost centers that use that allocation method?

For the cost centers that are assigned using the “Direct Billing” method, the costs
normally reflect work that was performed specifically for SPS only. In some cases,
however, the direct billing occurred after the application of an off-line allocator that
tracks the relevant cost drivers. In either situation, the cost centers charged using
the “Direct Billing” method are appropriate because the assignment of costs is in
accordance with the distribution of benefits for the services received. For example,
the costs to lease point-to-point SPS network circuits are assigned using the “Direct
Billing” method. The cost of these services benefitted SPS, the work was

performed specifically for SPS alone, and the cost driver is SPS’s communication
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requirements. Thus, the “Direct Billing” method is appropriate because it assigns
costs in accordance with cost causation and benefits received. For the cost centers
that assign costs using Direct Billing, the per unit amounts charged by XES to SPS
are no higher than the unit amounts billed by XES to other affiliates for the same
or similar services and represent the actual costs of the services.

Why is it appropriate to allocate costs based upon the “Average of all Software
Percentages” (allocators for critical applications) for the costs captured in the
cost center that uses that allocation method?

For Cost Center 200115, which uses the “Average of All Software Percentages”
method as the allocator, the costs are those of the resources (including team
members, servers, and databases) for managing the information systems
infrastructure and providing other consolidated services to support operationally
critical software applications throughout the entire IT environment. The cost driver
for these support activities is the software applications. This allocator averages the
percentages applied under the diverse billing allocations used for the supported
applications and applies the resulting percentage to allocate these costs. This
allocation reflects cost causation and the distribution of the benefits of the services
received. For the cost center that assigns costs based upon this allocation method,
the per unit amounts charged by XES to SPS as a result of the application of this
allocation method are no higher than the unit amounts billed by XES to other
affiliates for the same or similar services and represent the actual costs of the

services.
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Why is it appropriate to allocate costs based upon the “Number of Phones,
Radios, and Computers” method for the costs captured in the cost center that
uses that allocation method?

For Cost Center 200172, which uses the “Number of Phones, Radios, and
Computers” method as the allocator, the costs are those related to Xcel Energy’s
internal and external IT Network. The network supports the phones, radios, and
computers across all of Xcel Energy and the cost driver for these costs is therefore
the number of these machines. Thus, this cost center allocates costs among the
Xcel Energy legal entities based upon the proportionate share of phones, radios,
and computers within each Xcel Energy legal entity (i.e., the number of machines
in a particular legal entity as a percentage of the total number of machines of all of
the legal entities). This allocation reflects cost causation and the distribution of the
benefits of the services received. For the cost center that assigns costs based upon
this allocation method, the per unit amounts charged by XES to SPS as a result of
the application of this allocation method are no higher than the unit amounts billed
by XES to other affiliates for the same or similar services and represent the actual
costs of the services.

Why is it appropriate to allocate costs based upon the “Asset, Revenue,
Number of Employees” method for the costs captured in the cost centers that
use that allocation method?

The “Asset, Revenue, and Number of Employees” allocation method produces an
allocation of costs that recognizes the complexity, risk, and overall business activity

levels that drives the costs included in the cost centers and measures the benefits
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received from those activities. For the cost centers billed using this allocator, there
is no one specific cost driver for the support tasks and services provided, and the
services benefit multiple Xcel Energy affiliates. For example, the software
maintenance costs associated with systems used by all Operating Companies are
collected in Cost Center 200074, which uses this allocation method. Within the
Xcel Energy holding company group, those legal entities that have proportionately
more assets, revenues, and employees will have more focus placed on their
operations due to those subsidiaries’ relative influence on the consolidated business
balance sheet, income statement and statement of cash flow, and the subsidiaries
will benefit accordingly from the services provided. Thus, allocating these costs
based upon the average of the total asset ratio, revenue ratio, and the employee ratio
is appropriate because it allocates costs in accordance with cost causation and
benefits received. Mr. Baumgarten discusses this allocation method in more detail
in his testimony. For the cost centers that assign costs based upon this allocation
method, the per unit amounts charged by XES to SPS as a result of the application
of this allocation method are no higher than the unit amounts billed by XES to other
affiliates for the same or similar services and represent the actual costs of the
services.

Why is it appropriate to allocate costs based upon the “Electric Transmission
Plant” method for the costs captured in the cost centers that use that allocation
method?

For the cost centers that use “Electric Transmission Plant” as an allocator, the costs
are driven by the transmission plant of the Operating Companies. For example,

Cost Center 200124, which uses the “Electric Transmission Plant” method as the
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allocator, captures the costs associated with application development and
maintenance of the EMS and SCADA systems that support the electric transmission
plant of the Operating Companies. Thus, this cost center allocates costs among the
Xcel Energy Operating Companies based upon the proportionate share of gross
transmission plant of each Operating Company (i.e., the gross plant of a particular
Operating Company as a percentage of the total plant for all of the Operating
Companies). This allocation reflects cost causation and the distribution of the
benefits of the services received. For the cost centers that assign costs based upon
this allocation method, the per unit amounts charged by XES to SPS as a result of
the application of this allocation method are no higher than the unit amounts billed
by XES to other affiliates for the same or similar services and represent the actual
costs of the services.

Why is it appropriate to allocate costs based upon the “Electric Production
Plant/Electric Transmission Plant/Electric Distribution Plant” method for the
costs captured in the cost centers that use that allocation method?

For the cost centers that use “Electric Production Plant/Electric Transmission
Plant/Electric Distribution Plant” as an allocator, the costs are driven by the
transmission, distribution, and production plant of the Operating Companies. For
example, Cost Center 200180, which uses the “Electric Production Plant/Electric
Transmission Plant/Electric Distribution Plant” method as the allocator, captures
the costs associated with application development and maintenance of information
operations that impact the electric transmission, distribution, and production plant

of the Operating Companies. In addition, certain costs associated with the
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maintenance of the EMS are allocated using this method. Thus, this cost center
allocates costs among the Xcel Energy Operating Companies based upon the
proportionate share of gross transmission, distribution, and production plant of each
Operating Company (i.e., the gross plant of a particular Operating Company as a
percentage of the total plant for all of the Operating Companies). This allocation
reflects cost causation and the distribution of the benefits of the services received.
For the cost centers that assign costs based upon this allocation method, the per unit
amounts charged by XES to SPS as a result of the application of this allocation
method are no higher than the unit amounts billed by XES to other affiliates for the
same or similar services and represent the actual costs of the services.

Why is it appropriate to allocate costs based upon the “Number of
Meters/Number of Residential Contacts Handled by the Call Centers” method
for the costs captured in the cost center that uses that allocation method?

For Cost Center 200171, which uses the “Number of Meters/Number of Residential
Contacts Handled by the Call Centers” method as the allocator, the costs are for the
CRS system, which is Xcel Energy’s customer service and billing system. The cost
drivers for the CRS system are the number of meters for which usage is stored and
bills are issued, and the number of customer service calls handled by the call
centers. Thus, this cost center allocates costs among the Operating Companies
based upon the average of the proportionate share of meters (i.e., the number of
meters within a particular Operating Company as a percentage of the total number
of meters for all of the Operating Companies) and the proportionate share of call

center calls (i.e., the number of calls originating from within a particular Operating

Remington Direct — Revenue Requirement Page 60

RRS - Page 346 of 561



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Company as a percentage of the total number of calls for all of the Operating
Companies). This allocation reflects cost causation and the distribution of the
benefits of the services received. For the cost center that assigns costs based upon
this allocation method, the per unit amounts charged by XES to SPS as a result of
the application of this allocation method are no higher than the unit amounts billed
by XES to other affiliates for the same or similar services and represent the actual
costs of the services.

Why is it appropriate to allocate costs based upon the “Number of Employees”
method for the costs captured in the cost centers that use that allocation
method?

For the cost centers that use the “Number of Employees” method as the allocator,
the costs are driven by the employees. For example, Cost Center 200165 —
PeopleSoft, which uses the “Number of Employees” method as the allocator,
captures costs for the corporate human resources system used by all of the affiliates.
Thus, this cost center allocates costs among the Xcel Energy legal entities based
upon the proportionate share of employees of each Xcel Energy legal entity (i.e.,
the number of employees of a particular legal entity as a percentage of the total
number of employees of all of the legal entities). This allocation reflects cost
causation and the distribution of the benefits of the services received. For the cost
centers that assign costs based upon this allocation method, the per unit amounts
charged by XES to SPS as a result of the application of this allocation method are
no higher than the unit amounts billed by XES to other affiliates for the same or

similar services and represent the actual costs of the services.
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You have covered the allocation methods used to bill 96.5% of the costs
associated with this affiliate class. Why have you not specifically covered the
remaining 3.5% of the costs of this class?

I have described the predominant allocation methods associated with this affiliate
class. The remaining costs are billed using 22 different allocators, no one of which
is used to bill more than 0.75% of the costs. The cost centers (billing methods)
used to charge the remaining 3.5% of the costs in this class are presented in my
Attachment MOR-RR-B(CD), discussed earlier. A reader may reference that
attachment and then refer to the specific cost center (billing method) summary
provided in Mr. Baumgarten Attachment RLB-RR-12 for an explanation of the
particular allocators used and the cost drivers for the activities reflected in that
particular cost center.

Have you determined that the costs reflected in the remaining 3.5% of costs
associated with this class of services have been billed using an appropriate
billing method and allocation method?

Yes. I, or an IT Operations staff member working at my direction, have reviewed
each of the cost centers and the associated allocators used to bill the remaining 3.5%
of the costs of this class. The cost drivers reflected in the allocation method used
to bill the costs of each cost center (billing method) are consistent with and reflect
the cost drivers of the services captured in each particular cost center (billing
method). Therefore, the billing methods and allocation methods are appropriate

because the allocation of costs is in accordance with the distribution of the benefits
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received by SPS and are no higher than the per unit costs charged to other affiliates
for the same or similar types of services.

Does this conclude your pre-filed direct testimony?

Yes.
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AFFIDAVIT

STATE OF MINNESOTA )
)
COUNTY OF WASHINGTON )

MICHAEL O. REMINGTON, first being sworn on his oath, states:

[ am the witness identified in the preceding testimony. I have read the testimony
and the accompanying attachment(s) and am familiar with the 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.

MICHAEL 0. REMINGTON

Subscribed and sworn to before me this 2\77% day of January, 2021 by
MICHAEL O. REMINGTON.

TP E Db o
Notary Public, State of Minnesota

My Commission Expires: /o n 2/, 2075
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Attachment MOR-RR-B(CD)
Page 1 of |
2021 TX Rate Case
Southwestern Public Service Company

XES Expenses by Affiliate Class, Activity, Billing Method and FERC Account

Michael O. Remington

2021 TX Rate Case

APPLICATION OF
SOUTHWESTERN PUBLIC SERVICE COMPANY
FOR AUTHORITY TO CHANGE RATES

MOR-RR-B(CD) is provided in electronic format.
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Attachment MOR-RR-C
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2021 TX Rate Case

Southwestern Public Service Company

Exclusions from XES Expense to SPS
For the Twelve Months Ended December 31, 2020

(A) B) ©) (D) (E)
Line . Explanation for Exclusions
No. Affiliate Class FERC Account Exclusions  (Total Company)

426.4 - Expenditures for certain civic,

1  Business Systems political and related activities Below the Line | $ (107.23)
2 | Business Systems 426.5 - Other Deductions Below the Line (1,566.23)
3 Business Systems Total $ (1,673.46)
4  Total Witness Michael O. Remington $ (1,673.46)

Amounts may not add or tie to other schedules due to rounding
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