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DIRECT TESTIMONY AND ATTACHMENTS OF RICHARD R. SCHRUBBE 

I. INTRODUCTION, QUALIFICATIONS, AND PURPOSE OF TESTIMONY 1 

 2 

 My name is Richard R. Schrubbe. My business address is 401 Nicollet Mall, 3 

Minneapolis, Minnesota 55401. 4 

 5 

 I am employed by Xcel Energy Services Inc. (“XES”) as the Vice President of 6 

Business Area Finance.  XES, which is a wholly owned subsidiary of Xcel Energy 7 

Inc. (“Xcel Energy”), provides an array of support services to Public Service 8 

Company of Colorado (“Public Service” or the “Company”) and the other utility 9 

operating company subsidiaries of Xcel Energy. 10 

 11 

 I am testifying on behalf of Public Service. 12 
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 1 

 As Vice President of Business Area Finance, I am responsible for overseeing the 2 

business area leaders of Energy Supply, Transmission, Distribution, Gas 3 

Engineering & Operations, and Corporate Services with respect to budget 4 

planning, reporting, and analysis.  I oversee the accounting for all employee 5 

benefits programs, playing a liaison role with the Human Resources department, 6 

external actuaries, and senior management with benefit fiduciary roles.  I am also 7 

responsible for coordinating the benefits operations and maintenance (“O&M”) 8 

budgeting and forecasting processes, as well as the monthly analysis of actual 9 

results against these budgets and forecasts.  A description of my qualifications, 10 

duties, and responsibilities is set forth after the conclusion of my Direct Testimony 11 

in my Statement of Qualifications. 12 

 13 

 My Direct Testimony addresses four topics related to the Company’s current 14 

employee pension expense and other non-cash employee benefit expense1: 15 

1. I support Public Service’s request to recover its reasonable and 16 
necessary actuarially determined pension and benefit expense, 17 
which is composed of: 18 

 19 
• qualified pension expense calculated under Statement of 20 

Financial Accounting Standard (“FAS”) 87;2 21 
 

• non-qualified pension expense calculated under FAS 87; 22 

 
1 These expenses represent the Public Service’s allocated and direct-assigned portion of costs for 
Company and XES employees who provide services to the Company. 
2 In 2009, FAS 87 was renamed Accounting Standards Codification 715-30, but for the sake of simplicity 
and continuity with prior cases, I will continue to refer to it in this testimony as “FAS 87.”  Similarly, I will 
refer to the other applicable accounting standards by their former FAS designations. 
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• retiree medical expense calculated under FAS 106; and 1 

• self-insured long-term disability (“LTD”) expense calculated 2 
under FAS 112; 3 
 

2. I support the Company’s request to recover its active health and 4 
welfare costs, which include costs incurred for active health care, 5 
miscellaneous benefits, life insurance, and third party-insured LTD 6 
benefits; 7 

 
3. I support the Company’s request to recover the reasonable and 8 

necessary costs incurred for workers’ compensation benefits; and 9 
 
4. I support the Company’s request to recover other reasonable and 10 

necessary costs associated with benefits such as the 401(k) match, 11 
certain benefit-related consulting costs, and deferred compensation. 12 

 
I quantify the amounts of those expenses for the twelve months ended December 13 

31, 2021, which was the period utilized for O&M included in the test year in the 14 

Company’s last gas rate case, Proceeding No. 22AL-0046G (also referred to as 15 

the “2022 Combined Gas Rate Case”);  and for the 12 months ended September 16 

30, 2023, with any known and measurable adjustments for calendar year 2023 that 17 

is the test year in this case (“2023 Test Year” or “Test Year”).  I also discuss various 18 

adjustments for specific items, and I describe the factors that have caused the 19 

costs to change since 2021.  In addition, I quantify the known and measurable 20 

adjustments, if any, that produce the requested amounts of pension and benefit 21 

expense in this case. 22 

I also discuss Public Service’s prepaid pension asset, and I support the 23 

Company’s request to amortize the prepaid pension asset over a period of ten 24 

years, to include the unamortized balance in rate base, and to earn a return on it 25 
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at the Company’s Weighted Average Cost of Capital (“WACC”), consistent with 1 

recent Commission approvals.  As part of that discussion, I: 2 

• explain what a prepaid pension asset is and how it arises; 3 

• describe the prior Colorado Public Utilities Commission (“Commission”) 4 
proceedings that affected the balance of the prepaid pension asset; 5 
 6 

• discuss the proposal to amortize the balance over a ten-year period; and 7 

• discuss the rationale for allowing a WACC return on the unamortized 8 
prepaid pension asset balance. 9 
 

Finally, I support the Company’s prepaid retiree medical asset balance in a 10 

retiree Voluntary Employee Beneficiary Association (“VEBA”)3 trust, and the 11 

Company’s request to include that asset in rate base and to earn a WACC return 12 

on it, consistent with precent Commission approvals.  The justification for including 13 

the prepaid retiree medical asset in rate base and allowing it to earn a WACC 14 

return is identical to the justification for allowing the prepaid pension asset to be 15 

included in rate base – both assets represent prepayments that are used and 16 

useful because they produce earnings that reduce the current benefit expense on 17 

a dollar-for-dollar basis.  The Company also makes a proposal to accelerate 18 

retirement of the prepaid retiree medical asset, consistent with the Commission’s 19 

direction in the Company’s last gas rate case. 20 

 
3 The retiree VEBA Trust exists for Public Service as a whole.  As a result, management of and contributions 
to the retiree VEBA are done at the Public Service Company of Colorado level, not at the Gas or Electric 
Utility level. 
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 1 

2 

 Yes.  Three other Company witnesses address compensation and benefit issues 3 

in their Direct Testimonies: 4 

• Mr. Michael P. Deselich supports the Company’s request to recover 5 
cash and equity compensation paid to employees, including both base 6 
pay and incentive compensation, and he explains the plan design 7 
changes that the Company has made in recent years to control pension 8 
and benefit costs; 9 
 

• Ms. Leah Lovley supports the accumulated deferred income tax (“ADIT”) 10 
balances associated with the Company’s pension and benefit-related 11 
balances; and 12 

 
• Mr. Arthur P. Freitas’s Cost of Service Study (“COSS”) includes the 13 

current pension and benefit-related expense, and it reflects the prepaid 14 
pension asset and prepaid retiree medical asset amounts that the 15 
Company seeks to include in rate base. 16 

 17 

 18 

19 

 Yes, I am sponsoring the following attachments: 20 

• Attachment RRS-1A, which is a June 2022 Willis Towers Watson 21 
(“Willis”) actuarial report; 22 
 23 

• Attachment RRS-1B, which is a July 2022 Willis actuarial update; 24 
 

• Attachment RRS-2, which is a June 2023 Willis actuarial report; 25 

• Attachment RRS-3, which contains the requested amount of Gas Utility 26 
O&M amounts for qualified pension expense, non-qualified pension 27 
expense, retiree medical expense, and self-insured LTD expense; 28 

 
• Attachment RRS-4, which includes the requested amount of Gas Utility 29 

O&M calculations for active health care; 30 
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• Attachment RRS-5, which summarizes the prepaid pension asset 1 
calculations; 2 

 
• Attachment RRS-6, which reflects a 13-month average of the prepaid 3 

retiree medical asset balance and; 4 
 

• Attachment RRS-7, which is a pension tracker schedule.  5 
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II. PENSION AND BENEFITS OVERVIEW 1 

 2 

3 

 In addition to the cash and equity compensation discussed by Mr. Deselich, Public 4 

Service provides the following non-cash benefits to its employees: 5 

• Pension and other post-employment benefits, which include: 6 
 7 

o a defined-benefit qualified pension plan that provides eligible 8 
employees with a defined-benefit amount upon retirement;  9 
 

o a non-qualified pension restoration benefit that allows Public 10 
Service to attract and retain employees who would otherwise be 11 
disadvantaged by the restrictions imposed under the qualified 12 
pension plan;  13 

 
o a retiree medical plan available to certain employees or former 14 

employees; and 15 
 

o LTD benefits;  16 
 

• Active health and welfare benefits, which include medical, dental, 17 
pharmaceutical, vision, life insurance, and other miscellaneous benefits; 18 
 

• Workers’ compensation benefits; and 19 
 

• Other types of benefits, including a 401(k) defined-contribution plan and 20 
certain types of deferred compensation. 21 

 
 22 

23 

24 

 Table RRS-D-1 below sets forth the Gas Utility O&M pension and benefit expense 25 

amounts for the twelve-month period ended December 31, 2021, the twelve-month 26 

period ending September 30, 2023, and for the 2023 Test Year in this case: 27 
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TABLE RRS-D-1 1 

O&M Categories 

12 Months 
Ended 

12/31/2021 
12 Months 

Ended 9/30/23  Adjustments 
2023 

Test Year  
Qualified Pension $7,818,232 $2,012,619 $(357,397) $1,655,222 
FAS 88 Qualified Pension 
Settlement     
Nonqualified Pension 266,705 104,369 6,181 110,550 
FAS 88 Nonqualified Pension 
Settlement     
FAS 106 Retiree Medical (955,981) 245,488 414,742 660,230 
FAS 106 Retiree Medical to 
Zero 955,981    
FAS 112 Long-Term Disability 
(Self-Insured) 26,671 2,524 2,539 5,063 
Active Health Care4 9,399,465 9,859,875 757,655 10,464,786 
Life and Long-Term Disability 
(Third Party-Insured) 535,430 538,582 - 538,582 
Miscellaneous Benefit 
Programs and Costs 362,794 422,064 - 422,064 
401(k) Match 3,361,392 3,541,140 128,877 3,670,016 
Miscellaneous Retirement-
Related Costs 107,361 116,634 - 116,634 
Workers’ Compensation Self-
Insured 11,947 (10,018) 16,182 6,164 
Workers’ Compensation Third 
Party-Insured 294,867 348,235 - 348,235 
Total Pension and Benefits 
Expense $21,228,883 $17,181,510 $968,779 $17,997,545 

 2 

3 

 Yes.  The Gas Utility O&M amounts include the pension and benefit expense 4 

attributable to Public Service employees, and they also include an allocated share 5 

of the pension and benefit expense incurred by XES employees. 6 

 
4  The per book amount for active health care in the cost of service for the twelve months ended September 
30, 2023 is $9,730,576.  That amount is an estimate, and it must be adjusted to reflect health care claims 
that were incurred but not reported until after September 30, 2023.  After adding the Incurred But Not 
Reported (“IBNR”) amount, which is $129,299, and the known and measurable adjustment that is discussed 
in Section IV of my Direct Testimony, the requested amount reflects an adjustment of $757,655. 



Hearing Exhibit 109, Direct Testimony and Attachments of Richard R. Schrubbe 
Proceeding No. 24AL- ____G 

Page 13 of 77 
 

 1 

2 

3 

 Yes.  I believe it is important to recognize that the overall Gas Utility O&M expense 4 

for pension and benefits will have declined by approximately $4.0 million between 5 

December 31, 2021 and the Test Year.  Most of that decline is due to the reduction 6 

in qualified pension expense, which results from initiatives by the Company to 7 

reduce pension and benefit costs.  8 
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III. RECOVERY OF CURRENT PENSION AND OTHER POST-EMPLOYMENT 1 
BENEFITS EXPENSE 2 

 3 

4 

 I discuss the actuarially determined amounts requested for qualified pension 5 

expense, non-qualified pension expense, retiree medical expense, and 6 

self-insured LTD benefits. 7 

 8 

9 

 Instead of being generated by the Company, the forward-looking amounts for 10 

qualified pension expense, non-qualified pension expense, retiree medical 11 

expense, and self-insured LTD  and workers compensation benefits are calculated 12 

by Xcel Energy’s outside actuarial firm, Willis, based on the application of well-13 

established accounting and actuarial standards to Public Service’s specific 14 

circumstances.  This is why we are requesting 2024 actuarily forecasted amounts 15 

for the Test Year.  For example, Willis calculates Public Service’s pension costs 16 

using the methods prescribed by Generally Accepted Accounting Principles 17 

(“GAAP”) and the Actuarial Standards of Practice, but Willis applies an expected 18 

return on assets that is based upon the assets in Public Service’s own investment 19 

portfolio, and it incorporates prior-period gains and losses that reflect Public 20 

Service’s own investment experience.  Willis also uses mortality tables and salary 21 

increase assumptions that are tailored to the Company’s specific employee 22 

population. 23 
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A. Qualified Pension 1 

 2 

3 

 The qualified pension plan is a traditional defined-benefit pension plan that 4 

promises bargaining-unit employees monthly pension annuity payments based 5 

upon their level of pay and years of service.  The pension plan promises non-6 

bargaining employees a choice of either a lump sum payout or a monthly pension 7 

annuity based upon their level of pay and years of service.  Under a defined-benefit 8 

pension plan, the promised pensions are a commitment by Public Service. 9 

 10 

11 

 Yes.  As I testified earlier, Public Service accounts for the cost of its pension plan 12 

under the rules set forth in FAS 87, which prescribes the rules that companies must 13 

follow in determining whether their pension costs comply with GAAP.5  However, 14 

FAS 87 does not dictate how a company must fund the plan.  Funding of a qualified 15 

pension plan is based upon prudent business practices, with the following 16 

constraints imposed by the requirements of the Internal Revenue Code (“IRC”) and 17 

the Employee Retirement Income Security Act of 1974 (“ERISA”), as amended by 18 

the Pension Protection Act of 2006: 19 

• There are minimum required contributions; 20 

 
5 FAS 87 is one of the Generally Accepted Accounting Principles.  Because regulatory accounting must 
follow specific accounting standards unless superseded by regulatory requirements, FAS 87 is used for 
regulatory accounting by the vast majority of utility companies. 
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• There are maximum contributions that can be deducted for tax 1 
purposes; and 2 
 

• The Company has a fiduciary responsibility to prudently protect the 3 
interests of the plan participants and beneficiaries. 4 

 
The minimum and maximum funding rules set forth under ERISA, the IRC, and the 5 

Pension Protection Act use accrual methodologies, but they are different from the 6 

methodology used under FAS 87 to determine pension expense.  Over the long 7 

run, the cumulative employer cash contributions made to a plan and the cumulative 8 

annual pension expense amounts should be equal. But in the short and 9 

intermediate runs, there can be significant differences.  10 

 11 

12 

13 

 The requirements for funding pension plans differ from the requirements for 14 

calculating annual pension costs primarily because FAS 87 is designed to present 15 

an accurate picture of a company’s annual pension expense for financial 16 

accounting purposes, whereas the pension funding requirements reflect different 17 

(and sometimes conflicting) goals of the United States Congress.  On one hand, 18 

the members of Congress want to ensure that the pension plans affecting their 19 

constituents are adequately funded.  On the other hand, Congress wants to limit 20 

the level of tax deductions by employers to avoid worsening the national budget 21 

deficit.  Over the years, Congress has addressed its two conflicting goals at 22 
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different times to address specific short-term needs, which has resulted in the 1 

following effects: 2 

• Employers of adequately funded plans (as defined in Section 430 of the 3 
IRC, as amended by the Pension Protection Act of 2006) generally have 4 
flexibility in the amount that can be contributed in any one year so long 5 
as the cash contribution falls in the range between the minimum amount 6 
required and the maximum amount that is deductible for tax purposes. 7 
 

• For employers who slip below the threshold of funding adequacy in a 8 
given year, a large minimum required contribution can be triggered and 9 
benefit restrictions may apply. 10 

 
Given the differences between FAS 87 and the IRC funding rules, the cumulative 11 

accounting expenses and the cumulative cash contributions are rarely equal.  As I 12 

will explain in more detail later in my Direct Testimony, cumulative cash 13 

contributions in excess of the cumulative accounting expenses result in a prepaid 14 

pension asset.6  The prepaid pension asset represents the employer’s cash 15 

contributions that will be recognized under GAAP as annual pension expense at 16 

some time in the future, but that have not been recognized to date. 17 

1. Determination of Annual Pension Costs 18 

 19 

 Under FAS 87, annual pension expense is composed of the following elements of 20 

cost: 21 

(1) the present value of pension benefits that employees will earn during 22 
the current year (service cost); 23 

 
6 If the annual pension expense recognized under FAS 87 exceeds the pension contributions in a given 
year, the prepaid pension asset will decline; if the annual pension expense is less than the pension 
contributions in a given year, the prepaid asset will increase.  
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(2)  increases in the present value of the pension benefits that plan 1 
participants have earned in previous years (interest cost); 2 

(3)  investment earnings on the pension plan assets that are expected to 3 
be earned during the year (expected return on assets or “EROA”); 4 

(4)  recognition of costs (or income) from experience that differs from the 5 
assumptions, such as discount rate changes and actual investment 6 
earnings that differ from assumptions (amortization of unrecognized 7 
gains and losses); and 8 

(5)  recognition of the cost of benefit changes the plan sponsor provides 9 
for service the employees have already performed (amortization of 10 
unrecognized prior service cost). 11 

 12 

13 

 The service cost component recognized in a period is the actuarial present value 14 

of benefits attributed by the pension benefit formula to current employees’ service 15 

during that period.  Actuarial assumptions are used to reflect the time value of 16 

money (the discount rate) and the probability of payment (assumptions as to 17 

mortality, turnover, early retirement, and so forth). 18 

 19 

 The interest cost component recognized in a fiscal year is determined as the 20 

increase in the projected benefit obligation due to the passage of time.  Measuring 21 

the projected benefit obligation as a present value requires accrual of an interest 22 

cost at a rate equal to the assumed discount rate.  Essentially, the interest cost 23 

identifies the time value of money by recognizing that anticipated pension benefit 24 

payments are one year closer to being paid from the pension plan. 25 
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 1 

 As I explained earlier, the Company makes periodic cash contributions to its 2 

pension plans.  The pension plans invest that cash in a portfolio of assets such as 3 

stocks, bonds, real estates, and commodities in order to earn a return.  Each year, 4 

the Company forecasts the expected long-term rate of return on those assets, 5 

which is the EROA.  As explained in more detail later, the EROA offsets the service 6 

cost and interest cost components of the pension expense calculation, so the 7 

amount that Public Service expects to earn on the assets in the pension trust 8 

reduces the qualified pension expense charged to customers on a dollar-for-dollar 9 

basis. 10 

 11 

12 

 Gains and losses are categorized as asset gains or losses, which result from 13 

changes in the value of the plan assets, or as liability gains or losses, which result 14 

from changes in the amount of the projected benefit obligation.  Both types of 15 

changes result from experience that differs from what was assumed in a prior year 16 

or from changes in assumptions. FAS 87 does not distinguish between the sources 17 

of gains and losses. 18 
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 1 

2 

3 

 Asset gains and losses are the differences between the actual return on assets 4 

during a period and the EROA for that same period.  Suppose, for example, that 5 

the Company uses an EROA of 6.5 percent as the expected return on the pension 6 

trust assets in a particular year, but the actual return during that year is eight 7 

percent.  Because the actual return exceeded the EROA, the plan has an asset 8 

gain of 1.50 percent in this example.  In contrast, if the actual return is less than 9 

the EROA, the plan experiences an asset loss. 10 

Similarly, liability gains and losses are the differences between the actual 11 

liability of the pension plan at the end of a measurement period and the expected 12 

liability at the end of a measurement period.  For example, the plan may assume 13 

the discount rate will be four percent at the end of a period, but it is actually five 14 

percent.  In that instance, the plan will experience a liability gain because the higher 15 

discount rate means less money must be set aside today to pay tomorrow’s 16 

pension obligations.  In contrast, if the discount rate falls, the plan experiences a 17 

liability loss because more money must be set aside to pay future pension 18 

obligations. 19 



Hearing Exhibit 109, Direct Testimony and Attachments of Richard R. Schrubbe 
Proceeding No. 24AL- ____G 

Page 21 of 77 
 

 1 

2 

 No.  FAS 87 does not require recognition of the entire amount of gains and losses 3 

as a component of net pension cost in the period in which they arise.  Instead, they 4 

may be phased in and amortized over a period of years.  For example, a plan may 5 

phase in a gain or loss over a five-year period, and the portion of the gain or loss 6 

that is phased in may also be amortized over a period of years. 7 

 8 

 The gains in one period may be offset by losses in another, or vice versa.  9 

Moreover, some of the gains and losses may be attributable to a refinement in 10 

estimates, rather than actual economic gains or losses.  Trying to capture all of the 11 

gains and losses in a single year would create significant volatility in financial 12 

reporting.  Phasing in the gains and losses over a period of years avoids much of 13 

that volatility. 14 

 15 

 At a minimum, amortization of unrecognized net gains or losses must be included 16 

as a component of net periodic pension cost for a year if, as of the beginning of 17 

the year, the unrecognized net gain or loss exceeds a “corridor” that is 10 percent 18 

of the greater of the projected benefit obligation or the market-related value of plan 19 

assets.  If amortization is required, the amortization amount is equal to the amount 20 

of the unrecognized gain or loss in excess of the corridor divided by the average 21 

remaining future service of the active participants in the plan. 22 
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 1 

2 

3 

 Plan amendments can change benefits based on services rendered in prior 4 

periods.  FAS 87 does not generally require the cost of providing such retroactive 5 

benefits (prior service cost) to be included in net periodic pension cost entirely in 6 

the year of the amendment, but instead provides for recognition over the future 7 

years. 8 

 9 

 Unrecognized prior service cost is amortized in the same manner as unrecognized 10 

gains and losses, with the exception of the 10 percent corridor. 11 

 12 

13 

 Annual pension cost is quantified using the five elements of cost listed in Table 14 

RRS-D-2: 15 
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TABLE RRS-D-2 1 
 Current service cost 
+ Interest cost 

- EROA 

+/- Loss (gain) due to difference between expected and 
actual experience of plan assets or liabilities from prior 
periods 

+/- Amortization of prior service cost 

= Annual pension expense 

 2 

3 

 No. In some years, the EROA and the gains resulting from the difference between 4 

expected and actual experience from prior periods can be larger than the 5 

combination of the service cost and interest cost, which means that the annual 6 

pension expense in that year is negative.  If that occurs in a test year, customers 7 

pay no pension expense at all in rates during the time the rates are in effect, and 8 

in fact they receive a credit to the overall cost of service equal to the amount of the 9 

negative pension expense. 10 

2. Comparison of Qualified Pension Expense Amounts 11 

 12 

13 

 During the twelve-months ended December 31, 2021, the Company’s qualified 14 

pension expense was $7.8 million (Gas Utility O&M). 15 
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 1 

2 

3 

 The qualified pension expense was $2.0 million (Gas Utility O&M) during this 4 

period.  That amount was quantified based on 2022 actuarial reports prepared by 5 

Willis and a 2023 actuarial report prepared by Willis.  Those documents are being 6 

provided as Attachments RRS-1A and RRS-2 to my Direct Testimony. 7 

 8 

9 

 The Company is requesting that the Commission approve approximately $1.7 10 

million (Gas Utility O&M) of qualified pension expense.  That amount is based upon 11 

the 2024 qualified pension costs from Willis’s May 2023 actuarial report, which is 12 

Attachment RRS-2 to my Direct Testimony.  Attachment RRS-3 contains the Gas 13 

Utility O&M calculations of the qualified pension expense requested amounts. 14 

 15 

16 

 The major driver for the decrease in expense is due to a significant increase in the 17 

discount rate from the rate that was used in 2021. 18 
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 1 

2 

 The discount rate assumption used has increased significantly since 2021, which 3 

resulted in gains to the pension plan. The table below shows the discount rates 4 

used in the past three years’ qualified pension actuarial assumptions.  5 

Table RRS-D-3 6 
Impact of Discount Rate on Pension Plan 7 

Pension Plan 

2021 
Discount 

Rate 

2022 
Discount 

Rate 

2023 
Discount 

Rate 
Public Service Bargaining 2.83% 3.14% 5.82% 
New Century Energies (“NCE”) Non-Bargaining 2.50% 3.02% 5.80% 
Xcel Energy Pension Plan 2.65% 3.07% 5.80% 

 
The gains experienced from the higher discount rate are immediately recognized 8 

and included in the gain/loss amortization, mentioned above in the determination 9 

of the annual pension cost. This immediate recognition of these gains is different 10 

than gains or losses that may arise as a result of asset experience. Asset 11 

gains/losses are phased into the gain/loss amortization over five years. 12 

 13 

14 

15 

 Yes.  Attachment RRS-3 contains the Gas Utility O&M calculations of the qualified 16 

pension expense amounts requested in this case.  The source documents for the 17 

numbers in Attachment RRS-3 are Attachments RRS-1A and RRS-2. 18 
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B. Non-Qualified Pension 1 

 2 

 A non-qualified pension plan is designed to provide comparable benefits to certain 3 

employees whose compensation exceeds the limits provided by tax law for 4 

deducting pension-related expense. 5 

 6 

7 

 Qualified plans are those that “qualify” under Section 400 of the IRC, which confers 8 

significant tax advantages on both the employer and employee.  Those 9 

advantages include: 10 

• The employer receives a current tax deduction for contributions to the 11 
plan; 12 
 

• The employee is not taxed on the contributions, but instead is taxed only 13 
when he or she receives benefits; 14 

 
• The plan assets accumulate tax-free until they are distributed; and 15 

 
• The plan assets are placed in a trust that is beyond the reach of 16 

creditors. 17 
 

In exchange for those advantages, the employer and employee must strictly follow 18 

the restrictions set forth in the IRC, which include limits on the amount of annual 19 

benefits awarded to the employee.  Currently, the IRC limits the maximum annual 20 

benefit that can be paid through a defined-benefit plan to $230,000 per year.  In 21 

addition, the maximum amount of compensation that can be included in 22 

determining benefits in a qualified pension plan is $290,000. 23 
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In contrast, there is no statutory restriction on the amount of the benefit that 1 

may be offered under a non-qualified pension plan, which is used to restore the 2 

amount of retirement benefits that employees lose as a result of the limitations on 3 

the qualified plans. 4 

 5 

 Non-qualified pension costs are determined under the same standard as qualified 6 

pension costs, which is FAS 87.  Unlike the qualified pension, however, the 7 

non-qualified pension plan does not have trust assets set aside for the payment of 8 

the benefit.  Therefore, it does not have an EROA.  It also does not have 9 

prior-period asset gains or losses, although it may have prior-period liability gains 10 

and losses. 11 

 12 

13 

14 

 No.  To the contrary, the non-qualified pension benefit is necessary to ensure that 15 

executives and high-level managers receive the same level of pension benefits 16 

relative to their cash compensation as other employees.  For example, an 17 

employee that is not eligible for the non-qualified pension benefit may accrue an 18 

annual qualified pension benefit that is equal to five percent of his or her cash 19 

compensation, but because of the IRC limits on deductibility, a more highly 20 

compensated employee may accrue an annual qualified pension benefit that is 21 

equal to only three percent of his or her cash compensation.  The non-qualified 22 
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pension benefit is necessary to ensure that some employees are not 1 

disadvantaged by the IRC limits on deductibility. 2 

 3 

4 

 The non-qualified pension expense for 2021 was $266,705 (Gas Utility O&M). 5 

 6 

7 

8 

 The non-qualified pension expense during that time period was $104,369 (Gas 9 

Utility O&M). That amount was quantified based on 2022 actuarial reports 10 

prepared by Willis and a 2023 actuarial report prepared by Willis. Those 11 

documents are being provided as Attachments RRS-1A, RRS-1B, and RRS-2 to 12 

my Direct Testimony.  Consistent with the qualified pension expense, the Company 13 

is asking that incentive compensation be set at target in this case without the 15 14 

percent cap, so the Test Year amount does not include the impact of the cap. 15 

 16 

17 

 The Gas Utility O&M non-qualified pension expense that Public Service is 18 

requesting for the Test Year is $110,550.  That amount is based upon the 2024 19 

costs from Willis’s 2023 actuarial report, which is Attachment RRS-2 to my Direct 20 

Testimony, to reflect the most recent pension assumptions. This $6,181 increase 21 
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in cost represents updating the non-qualified pension expense from the test year 1 

to the actuarially calculated amount for 2024. 2 

 3 

4 

 The primary driver for the decrease in expense is the higher volume of payments 5 

to participants in 2022. As a result of these payments, the non-qualified pension 6 

plan had lower interest cost for part of 2022 and a full year of lower interest cost in 7 

2023. In addition to the lower interest cost, the non-qualified pension plan had 8 

lower loss amortization after the payments.  9 

 10 

11 

12 

 Yes.  Attachment RRS-3 contains the Gas Utility O&M calculations of the non-13 

qualified pension expense requested amounts.  Attachments RRS-1A, RRS-1B, 14 

and RRS-2 contain the source documents for those calculations. 15 

C. Retiree Medical 16 

 17 

 Retiree medical costs are determined under FAS 106, Employers’ Accounting for 18 

Post-Retirement Benefits Other Than Pensions.  The components and calculation 19 

of retiree medical expense are identical to the components and calculation of 20 

qualified pension expense under FAS 87, with one exception: The qualified 21 

pension asset gains and losses are phased into the gain/loss amortization 22 
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calculation by 20 percent each year and then amortized over the average years to 1 

retirement for active employees. Retiree medical asset gains and losses are not 2 

phased in over time, but rather the total gain or loss is immediately put into the 3 

gain/loss amortization calculation in the subsequent year, and then amortized over 4 

the average years to retirement for active employees. 5 

 6 

7 

 The Company’s plan consists primarily of retiree medical and pharmacy benefits, 8 

but it also includes retiree life and dental insurance.  The Company eliminated 9 

those benefits for all active non-bargaining employees more than 10 years ago.  10 

Moreover, only bargaining employees hired, rehired or transferred to a Public 11 

Service bargaining position prior to July 1, 2003 are eligible for subsidized retiree 12 

medical benefits.  Thus, the current expense for retiree medical benefits is a legacy 13 

of the prior programs. 14 

 15 

16 

 During 2021, the Company’s retiree medical expense was $(955,981) (Gas Utility 17 

O&M). 18 
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 1 

2 

3 

 The Company’s retiree medical expense was $245,488 (Gas Utility O&M) for that 4 

period. That amount was quantified based on 2022 actuarial reports prepared by 5 

Willis and a 2023 actuarial report prepared by Willis.  Those documents are being 6 

provided as Attachments RRS-1A and RRS-2 to my Direct Testimony.    7 

 8 

9 

 Public Service is requesting approval of $660,230 of retiree medical expense in 10 

this case. That amount is based upon the 2024 retiree medical costs from Willis’s 11 

May 2023 actuarial report, which is Attachment RRS-2 to my Direct Testimony.  12 

Attachment RRS-3 contains the Gas Utility O&M calculations of the retiree medical 13 

expense requested amounts.7 14 

 15 

16 

 The major driver for the increase in expense is due to 2022 asset losses which are 17 

required to be recognized immediately and the discount rate increase from 2022 18 

(3.09 percent) to 2023 (5.80 percent). 19 

 
7 After completing the cost of service for the 2023 Test Year, the Company discovered that the amount 
reflected in the cost of service for retiree medical expense is approximately $40,000 higher than the 
forecasted amount for 2024. The Company will make an adjustment to remove this amount from the cost 
of service in Rebuttal Testimony. 
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 1 

2 

 Yes. Attachment RRS-3 contains the Gas Utility O&M calculations of the retiree 3 

medical expense amounts.  Attachments RRS-1A and RRS-2 contain the source 4 

documents for those calculations. 5 

 6 

7 

8 

 In the Company’s 2022 Combined Gas Rate Case, the Commission agreed with 9 

the Company and decided that the amount of retiree medical expense included in 10 

rates should be $0, instead of a negative amount.8 However, in the test year the 11 

retiree medical expense is no longer negative, thus the company is requesting 12 

approval of the expense noted above. In Table RRS-D-1 above we have shown 13 

the removal of the negative retiree medical expense for calendar year 2021. 14 

D. Self-Insured Long-Term Disability 15 

 16 

17 

 The LTD costs are attributable to benefits provided by the Company to former or 18 

inactive employees after employment but before retirement. The LTD plan 19 

provides employees with income protection by paying a portion of an employee’s 20 

income while he or she is disabled by a covered physical or mental impairment.  21 

 
8  Decision No. C22-0642 at ¶¶ 193-195 (mailed Oct. 25, 2022). 
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The Company has two types of LTD – a self-insured benefit and a 1 

third-party-insured benefit.  In a third-party-insured plan, which I will discuss in 2 

more detail later in this testimony, Public Service purchases an insurance plan 3 

from an outside insurance provider that assumes the risk.  In a self-insured plan, 4 

Public Service provides the benefits to the covered individuals and therefore 5 

effectively acts as the insurer.  For the self-insured piece, Public Service is required 6 

to accrue for LTD costs under FAS 112, Employers’ Accounting for 7 

Postemployment Benefits.  The FAS 112 accrual represents the forecasted 8 

disability benefit payments for employees that are not expected to return to work. 9 

 10 

11 

12 

 Within the LTD benefit, all employees disabled before January 1, 2008 are covered 13 

under the self-insured plan, and all employees disabled on and after January 1, 14 

2008 are covered under a third-party-insured plan. 15 

 16 

17 

 The self-insured LTD benefit cost for the twelve months ending December 31, 18 

2021 was $26,671 (Gas Utility O&M). 19 
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 1 

2 

3 

 The self-insured LTD benefit cost during that time was $2,524 (Gas Utility O&M). 4 

That amount was quantified based on 2022 actuarial reports prepared by Willis 5 

and a 2023 actuarial report prepared by Willis. Those documents are being 6 

provided as Attachments RRS-1A and RRS-2 to my Direct Testimony. 7 

 8 

9 

 The Company is requesting that the Commission approve $5,063 of self-insured 10 

benefit costs, which represent 2024 costs as compared to the Test Year.  That 11 

amount is based upon the 2024 costs from Willis’s June 2023 actuarial report, 12 

which is Attachment RRS-2 to my Direct Testimony, to reflect the most recent 13 

pension assumptions. 14 

 15 

16 

17 

 Yes.  Attachment RRS-3 contains the Gas Utility O&M calculations of the 18 

self-insured LTD expense amounts requested.  Attachments RRS-1A and RRS-2 19 

contain the source documents for those calculations. 20 
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E. Reasonableness of Public Service’s Pension and Other Post-1 
Employment Benefits Expense 2 

 3 

4 

 Yes.  The Company follows a well-established, objective, and verifiable process to 5 

determine the assumptions used within the actuarial calculations that yield the 6 

pension and other retirement benefits expense amounts.  The assumptions and 7 

the actuarially calculated total cost amounts are reflected in Attachments RRS-1A, 8 

RRS-1B, RRS-2, and RRS-3, which are the actuarial attachments supporting the 9 

requested amounts.  In addition, the reasonableness of Xcel Energy’s Total 10 

Rewards Program design, which includes pension and other post-employment 11 

benefits, is discussed in Mr. Deselich’s Direct Testimony.  12 
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IV. ACTIVE HEALTH AND WELFARE COSTS 1 

 2 

3 

 I discuss four types of active health and welfare costs: (1) active health care costs; 4 

(2) third-party-insured LTD costs; (3) life insurance costs; and (4) miscellaneous 5 

benefit costs. 6 

A. Active Health Care 7 

 8 

 Active health care costs are all costs associated with providing health care 9 

coverage to current employees.  The costs include medical, pharmacy, dental and 10 

vision claims, administrative fees, employee withholdings, pharmacy rebates, 11 

Health Savings Account contributions, transitional reinsurance fees, trustee fees, 12 

and interest income. 13 

 14 

15 

 The active health care expense for the twelve months ended December 31, 2021 16 

was $9,399,465 (Gas Utility O&M). 17 

 18 

19 

20 

 The active health care expense incurred during that time was $9,859,875 (Gas 21 

Utility O&M). 22 
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 1 

2 

 No.  The per book numbers for active health care amounts include estimates 3 

because there is generally an average lag of approximately 30 days between when 4 

health care is provided and when Public Service receives a bill for that care.9  5 

Therefore, the actual amount of active health care expense was not available at 6 

the time Public Service recorded its per book amount.  Because Public Service 7 

needs to close its books before it receives all of those health care claims, it takes 8 

the actual amounts recorded through the end of the year and estimates the 9 

additional amount that will be incurred but not reported by the end of the reporting 10 

period, which is the Incurred but not Reported (“IBNR”) reserve.  During the 11 

subsequent month(s), Public Service receives the actual amounts attributable to 12 

care provided in the last part of the prior period, and at that time it trues up the 13 

IBNR estimate to the actual incurred expense. 14 

 15 

16 

 The adjustment to the per book amount is $129,299 (Gas Utility O&M).  This 17 

adjustment is necessary to reflect the claims costs on an incurred basis. As 18 

mentioned above, as claims that are incurred in a prior year become known in the 19 

following year, a true-up to the IBNR reserve is recorded.  Incurred adjustments to 20 

 
9 The difference between the estimated amount and the actual amount is generally not material enough to 
restate Public Service’s GAAP books when the actual amount becomes known. 
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per book amounts are necessary so that the amount reflects the actual claims 1 

incurred and not the estimated claims that were accrued in the period. 2 

 3 

4 

 It is not possible to know for certain, but the Company believes that the active 5 

health care costs likely increased between December 31, 2021 and September 30, 6 

2023 because of an increase on the part of employees and their dependents to 7 

seek routine medical and dental following the pandemic.  Additionally, the increase 8 

reflects normal inflationary cost increases.  9 

 10 

11 

 Public Service is requesting that the Commission approve $10,617,530 for active 12 

health care expense.  Please refer to Attachment RRS-4. 13 

 14 

15 

16 

 The Company first took the adjusted amount as of September 30, 2023 and then 17 

applied two known and measurable adjustments to arrive at the requested active 18 

health care amount for the Test Year: 19 

1. The Company applied a six percent increase to the incurred medical 20 
amount, which increased costs by $534,425. 21 

 
2. The Company applied a 10.00 percent increase to the incurred 22 

pharmacy amount, which increased costs by $223,230. 23 
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These adjustments result in an increase of $757,655 to the overall amount.  1 

 2 

3 

 The assumptions reflect Willis’s overall expectation of health care cost increases 4 

based on survey averages, carrier information, and an analysis of the broad health 5 

care market. 6 

B. Third-Party-Insured Long-Term Disability 7 

 8 

9 

 As explained earlier, the Company offers LTD coverage that provides benefits to 10 

former or inactive employees after employment but before retirement.  The LTD 11 

plan provides employees with income protection by paying a portion of an 12 

employee’s income while he or she is disabled by a covered physical or mental 13 

impairment.  In a third-party-insured plan, Public Service purchases an insurance 14 

plan from an outside insurance provider that assumes the risk.  The cost of the 15 

third-party-insured piece is simply the cost of the insurance premium incurred each 16 

year, along with any other miscellaneous costs. 17 

 18 

19 

 As noted earlier, all employees disabled on and after January 1, 2008 are covered 20 

under the third-party-insured plan. 21 
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 1 

2 

 The Company incurred $392,522 (Gas Utility O&M) in third-party-insured LTD 3 

expense during that time. 4 

 5 

6 

7 

 The Company incurred $404,264 (Gas Utility O&M) in third-party-insured LTD 8 

expense during that time. 9 

 10 

11 

 As explained earlier, the third-party-insured LTD expense is based on the cost of 12 

the premium paid to the third-party insurer.  The insurer sets the premium at a 13 

particular level based on participants, compensation levels, and claims 14 

experience. 15 

 16 

17 

 No.  At this time, Public Service does not have an updated premium for 2024, so 18 

it requests that the amount of third-party-insured LTD incurred during the twelve-19 

month period ended September 30, 2023 serve as a reasonable proxy for the 20 

Company’s third-party insured LTD costs in this case. 21 
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C. Life Insurance 1 

 2 

3 

 The life insurance category consists of life insurance premiums and offsetting 4 

employee life insurance withholdings.  Life insurance is provided to non-bargaining 5 

employees at 100 percent of base pay and to Company bargaining unit employees 6 

at 50 percent of base pay.  Employees also have the option to purchase additional 7 

life insurance. 8 

 9 

10 

 During that period, the Company incurred $136,968 (Gas Utility O&M) of life 11 

insurance expense. 12 

 13 

14 

 During that time period, Public Service incurred $131,598 (Gas Utility O&M) for life 15 

insurance benefits. 16 

 17 

18 

19 

 Life insurance expense decreased slightly between 2021 and the twelve-month 20 

period ended September 30, 2023 mainly due to participants and claims 21 

experience. 22 
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 1 

2 

 No.  As with third-party insured LTD benefits, Public Service does not have an 3 

updated premium for 2024.  Therefore, the Company asks the Commission to 4 

accept the amount incurred for life insurance during the twelve-month period 5 

ending September 30, 2023 as a reasonable proxy for costs going forward. 6 

D. Miscellaneous Benefits 7 

 8 

9 

 The types of costs included in the miscellaneous benefit programs and costs 10 

category are: 11 

• Tuition reimbursement; 12 

• Employee Assistance Program costs; 13 

• Wellness program costs; 14 

• Costs incurred by the Human Resources Service Center to answer 15 
employee retirement or benefit questions; 16 
 

• Health and welfare plan actuarial and audit fees; 17 

• Administrative fees for short-term and long-term disability plans; and 18 

• Administrative fees for employee flexible spending and health savings 19 
accounts. 20 
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 1 

2 

 During that period, the Company incurred $368,734 (Gas Utility O&M) in 3 

miscellaneous benefit costs. 4 

 5 

6 

7 

 Public Service incurred $424,783 (Gas Utility O&M) for miscellaneous benefits 8 

during that time. 9 

 10 

11 

12 

 The miscellaneous benefit costs increased because employees increased their 13 

usage of the miscellaneous benefits during the period. 14 

 15 

16 

 No.  Public Service is requesting that the Commission approve the amount of 17 

miscellaneous benefits incurred during the twelve-month period ended September 18 

30, 2023.  That represents a reasonable proxy of the miscellaneous benefit costs 19 

going forward. 20 
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E. Reasonableness of Health and Welfare Costs 1 

 2 

3 

 Yes. It is appropriate for the cost of service to include these benefits because they 4 

reflect a reasonable and necessary level of expense.  As Mr. Deselich explains in 5 

more detail, Xcel Energy’s compensation plans and benefits are required for Xcel 6 

Energy and its subsidiaries to attract, retain, and motivate employees needed to 7 

perform the work necessary to provide quality services for Public Service 8 

customers.  Without these benefits, Public Service and XES would have to pay 9 

significantly higher current compensation to attract employees.  10 
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V. WORKERS’ COMPENSATION EXPENSE 1 

 2 

3 

 Yes.  Public Service is seeking recovery of expense associated with workers’ 4 

compensation benefits. 5 

 6 

7 

 For employees who are injured on or after August 1, 2001, all workers’ 8 

compensation benefits are covered under an insured program.  In a 9 

third-party-insured plan, Public Service purchases an insurance plan from an 10 

outside insurance provider that assumes the risk, and the cost of the 11 

third-party-insured piece is simply the cost of the insurance premium incurred each 12 

year, along with any other miscellaneous costs. 13 

 14 

15 

 During that time, the Company incurred $294,867 (Gas Utility O&M) in 16 

third-party-insured workers’ compensation benefits. 17 

 18 

19 

20 

 During that period Public Service incurred $348,235 (Gas Utility O&M) for 21 

third-party-insured workers’ compensation benefits. 22 



Hearing Exhibit 109, Direct Testimony and Attachments of Richard R. Schrubbe 
Proceeding No. 24AL- ____G 

Page 46 of 77 
 

 1 

2 

 Third-Party Workers Compensation expense has increased slightly from calendar 3 

year 2021 due to participants, compensation levels, and claims experience. 4 

 5 

6 

 Yes.  Public Service self-insures for a small portion of its workers’ compensation 7 

liability.  The amount of that liability is actuarially calculated by Willis. 8 

 9 

10 

 During that time, the Company incurred $11,947 (Gas Utility O&M) in 11 

third-party-insured workers’ compensation benefits. 12 

 13 

14 

15 

 During that period Public Service incurred $(10,018) (Gas Utility O&M) for 16 

third-party-insured workers’ compensation benefits. 17 

 18 

19 

 Public Service is requesting recovery of $6,164 of workers’ compensation 20 

expense. 21 
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 1 

2 

 The Company started with the twelve-month period ended September 30, 2023 3 

workers’ compensation expense as a reasonable proxy for its going-forward 4 

workers’ compensation costs, but the Company increased that amount by $16,182 5 

to reflect the updated actuarial estimate attributable to the self-insured portion of 6 

the workers’ compensation benefit. 7 

 8 

9 

 Yes.  It is appropriate for the cost of service to include these benefits in the cost of 10 

service because they reflect a reasonable and necessary level of expense.  Xcel 11 

Energy’s workers’ compensation plans and benefits are required for Xcel Energy 12 

and its subsidiaries to attract, retain, and motivate employees needed to perform 13 

the work necessary to provide quality services for Public Service customers.  14 

Without these benefits, Public Service and XES would have to pay significantly 15 

higher current compensation to attract employees.  16 



Hearing Exhibit 109, Direct Testimony and Attachments of Richard R. Schrubbe 
Proceeding No. 24AL- ____G 

Page 48 of 77 
 

VI. OTHER BENEFIT COSTS 1 

 2 

3 

 Yes.  Public Service is also seeking recovery of 401(k) match costs and 4 

miscellaneous retirement-related costs. 5 

A. 401(k) Match 6 

 7 

 Public Service’s retirement income plan is based on a combination of a 8 

defined-benefit pension plan and a 401(k) plan, which is a defined-contribution 9 

plan.  Unlike some defined-benefit pension plans, Public Service’s defined-benefit 10 

pension plan is not intended to provide an employee’s total retirement income.  11 

Rather, the defined-benefit pension plan and 401(k) plan are designed so that the 12 

two plans in combination provide retirement income to Public Service and XES 13 

employees. 14 

 15 

 The 401(k) plan is a defined-contribution plan to which employees must contribute 16 

in order to obtain employer matching.  That employer match is based on the 17 

amount that employees contribute as a percentage of their salary, with a maximum 18 

match of four percent.  For the majority of Public Service’s workforce, the employee 19 

must contribute eight percent of eligible income for Public Service to contribute the 20 

maximum match of four percent of eligible income.  The remaining employees, 21 

who are in the Traditional Plan, receive a maximum match of $1,400. 22 
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 1 

2 

 During that period, the Company incurred $3,361,392 (Gas Utility O&M) in 401(k) 3 

match costs. 4 

 5 

6 

 During that time period, Public Service incurred $3,541,140 (Gas Utility O&M) for 7 

401(k) benefits. 8 

 9 

10 

 Public Service is seeking recovery of $3,670,016. 11 

 12 

13 

 The Company first took the per book amount of $3,541,140 and then applied a 14 

known and measurable adjustment of $128,877 to arrive at the proposed amount 15 

of $3,670,016.  Because the 401(k) match is based on the amount that employees 16 

contribute as a percentage of their salary, escalation factors of three percent and 17 

four percent (based on projected salary increases) have been applied to the actual 18 

non-bargaining and bargaining employee costs, respectively.  For justification of 19 

the merit increase, please refer to Mr. Deselich’s Direct Testimony. 20 



Hearing Exhibit 109, Direct Testimony and Attachments of Richard R. Schrubbe 
Proceeding No. 24AL- ____G 

Page 50 of 77 
 

B. Miscellaneous Retirement-Related Costs 1 

 2 

3 

 This category includes costs such as 401(k) plan administration fees, 4 

compensation consulting and survey costs, retirement plan actuarial and audit 5 

fees, and a small amount for the deferred compensation plan. 6 

 7 

8 

 During that period, the Company incurred $107,361 (Gas Utility O&M) in 9 

miscellaneous retirement-related benefits expense. 10 

 11 

12 

13 

 For miscellaneous retirement-related benefits, Public Service incurred $116,634 14 

(Gas Utility O&M) expense during the twelve-month period ended September 30, 15 

2023. 16 

 17 

18 

19 

 The miscellaneous retirement-related benefits increased during the twelve months 20 

ending September 30, 2023 because the Company’s use of third-party consultants 21 

increased slightly as compared to 2021. 22 
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 1 

2 

 The Company requests that the Commission approve recovery of $116,634 for 3 

miscellaneous retirement-related benefits.  That amount, which was the per book 4 

cost during the twelve-month period ended September 30, 2023, represents a 5 

reasonable proxy of miscellaneous retirement-related benefit costs going forward. 6 

C. Reasonableness of Other Benefit Costs 7 

 8 

9 

10 

 Yes.  It is appropriate for the cost of service to include these benefit expenses 11 

because they reflect a reasonable and necessary level of expense.  Xcel Energy’s 12 

compensation plans and benefits are required for Xcel Energy and its subsidiaries 13 

to attract, retain, and motivate the employees needed to perform the work 14 

necessary to provide quality services for Public Service customers.  Without these 15 

benefits, Public Service and XES would have to pay significantly higher current 16 

compensation to attract employees.  17 
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VII. PREPAID PENSION ASSET 1 

 2 

3 

 I describe how a prepaid pension asset is established, and I explain the Company’s 4 

request in this case to include the prepaid pension asset in rate base and to earn 5 

a return at the Company’s WACC, consistent with current Commission-approved 6 

treatment.10 7 

A. Creation of a Prepaid Pension Asset 8 

 9 

 A prepaid pension asset represents the difference between: (1) the cumulative 10 

actuarially determined annual pension expense calculated in accordance with FAS 11 

87 since the plan’s inception, and (2) the cumulative cash amounts contributed by 12 

the Company to the pension trust fund since the plan’s inception. 13 

 14 

 Yes.  Suppose that the pension plan has been in existence for five years, and that 15 

the cash contribution to the pension trust for each of the five years has been $100 16 

million, whereas the annual pension expense calculated in accordance with FAS 17 

87 has been $90 million in each of those five years.  Table RRS-D-4 shows how 18 

the excess of cash contributions each year creates a cumulative prepaid pension 19 

asset: 20 

 
10 See Proceeding No. 22AL-0046G, Decision No. C22-0642, ¶ 187 (mailed Oct. 25, 2022). 
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TABLE RRS-D-4 (AMOUNTS IN MILLIONS) 1 
Year Pension 

Contribution 
Annual 
Pension 
Expense 

Cumulative 
Prepaid Pension 

Asset 

1 $100 $90 $10 

2 $100 $90 $20 

3 $100 $90 $30 

4 $100 $90 $40 

5 $100 $90 $50 

Total $500 $450 $50 

At the end of the five-year period, the utility has made cumulative cash 2 

contributions of $500 million and has recognized cumulative annual pension 3 

expense of $450 million under GAAP, which produces a prepaid pension asset of 4 

$50 million, as shown in Figure RRS-D-1 below: 5 

FIGURE RRS-D-111 6 

 
 
 

 
11 The amounts in this figure and the other figures in my Direct Testimony are illustrative only. They do not 
represent Public Service’s actual pension trust fund balances or its prepaid pension asset balance. 
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 1 

2 

 No.  Federal law prohibits the withdrawal of any amounts from the pension trust 3 

fund except for the payment of benefits and plan expenses.  After the contributions 4 

are made, they are essentially locked away. 5 

 6 

7 

8 

 Yes.  That leads to an accrued pension liability, which would be subtracted from 9 

rate base. In fact, Public Service currently has an accrued liability for its 10 

non-qualified pension plan and FAS 112 obligation, and that liability is used to 11 

reduce rate base. 12 

B. Rationale for Allowing WACC Return on Prepaid Pension Asset 13 

 14 

15 

 Public Service is requesting Commission approval to include the prepaid pension 16 

asset in rate base and to earn a return on that portion of the rate base at the 7.50 17 

percent WACC that Public Service is asking the Commission to approve in this 18 

case. 19 
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 1 

2 

3 

 Yes.  Attachment RRS-5 provides a detailed calculation of the year-end balances 4 

of the Legacy Prepaid Pension Asset and New Prepaid Pension Asset for the 5 

Public Service gas utility.  Attachment RRS-5 also shows a summary of the Legacy 6 

and New Prepaid Pension Asset balances that the Company is seeking to include 7 

in rate base. The amount the Company is seeking to include in rate base is the net 8 

of the Legacy Prepaid Pension Asset, which has an asset balance, and the New 9 

Prepaid Pension Asset, which has an accrued liability balance. 10 

 11 

12 

 Yes.  The standard ratemaking practice is for prepayments to be included in rate 13 

base and to earn a return at the utility’s WACC. For example, ADIT balances, which 14 

reflect customer prepayments of taxes before they must be paid to the Internal 15 

Revenue Service, are subtracted from rate base, effectively earning a WACC 16 

return for customers. 17 

Moreover, the prepaid pension asset is a used and useful utility asset 18 

because the pension plan earns a return on the prepaid pension asset, and that 19 

return reduces the pension expense included in rates on a dollar-for-dollar basis.  20 

There is no reason to treat the used and useful prepaid pension asset any 21 
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differently than other used and useful assets, such as transmission and distribution 1 

lines. 2 

 3 

4 

5 

 As I explained in a prior section of my Direct Testimony, the assets in the pension 6 

trust are invested in stocks, bonds, and other asset classes.  Under FAS 87, the 7 

total amount of the assets in the trust is multiplied by the expected return on those 8 

assets (i.e., the EROA), and the resulting amount reduces the annual pension 9 

expense on a dollar-for-dollar basis.12  Suppose, for example, that a pension trust 10 

has assets of $500 million and is expected to earn a return of seven percent in the 11 

current year, for an annual return of $35 million.  Under those assumptions, $35 12 

million would be included in the annual pension cost calculation as a reduction to 13 

pension expense. 14 

 
12  I explained earlier in my Direct Testimony that annual pension expense is calculated in accordance 
with the following formula: 

  Current service cost 
 + Interest cost 
 - EROA 
 +/- Loss (gain) due to difference between expected and actual experience of plan assets or 
liabilities from prior periods 
 +/- Amortization of unfunded prior service cost 
 = Annual pension cost 
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 1 

2 

 Yes.  As shown in Figure RRS-D-2 below, customers receive the benefit of the 3 

expected return on the entire amount of assets in the pension trust, not just the 4 

amount that has been recognized in annual pension cost. 5 

FIGURE RRS-D-213 6 

 

That means all of the assets in the pension trust, including the assets that comprise 7 

the prepaid pension asset, are used and useful to Public Service’s customers.  8 

 
13  The amounts in this figure are just examples that have been simplified for ease of understanding.   
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 1 

2 

3 

4 

 As Table RRS-D-5 below shows, the Company’s customers are saving $3,350,009 5 

million in annual pension costs because of the return on the prepaid pension asset. 6 

TABLE RRS-D-5 7 

 

PSCo Gas 
Qualified 
Prepaid 

Pension Asset 
13-Month 
Average 

Weighted 
Average 
EROA 

Total Company 
Cost Reduction 

from Prepaid 
Pension Asset 

Prepaid Pension for 
Regulatory Purposes $51,301,538 6.53% $3,350,009 

 8 

9 

 Public Service is requesting that the prepaid pension asset, which is $51.3 million, 10 

be included in rate base to provide a corresponding return. The calculation to 11 

support the prepaid pension asset 13-month average can be found in my 12 

Attachment RRS-5. 13 
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 1 

2 

3 

 Yes.  In fact, that is the situation with the Company’s FAS 112 LTD balance.  For 4 

that element of cost, the cumulative amount of expense recognized for GAAP 5 

purposes is larger than the amount set aside to pay for it.  Thus, Public Service 6 

has reduced its rate base to reflect the accrued liability. 7 

 8 

9 

10 

 Yes.  In this case, Public Service’s requested WACC is 7.50 percent and the 11 

weighted average of the EROA for the Public Service Bargaining Plan and the 12 

NCE Non-Bargaining Plan is 6.53 percent.14 13 

 14 

15 

16 

 Yes.  It is fair and reasonable for customers to pay the WACC return for three 17 

separate reasons: 18 

1. The Public Service pension plan balance on which customers earn an 19 
EROA return is much larger than the balance on which they pay a 20 
WACC return. 21 

 
14  The EROA for the Public Service Bargaining Plan is 6.50%, and the EROA for the NCE Non-Bargaining 
Plan is 6.75%.  The weighted average of those amounts is 6.53%. 
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2. Customers earn a return on the XES prepaid pension asset, but they do 1 
not pay any return on that asset because it is not included in rate base 2 
for ratemaking purposes. 3 

3. The prepaid pension asset allows the Company to avoid paying 4 
incremental Pension Benefit Guaranty Corporation (“PBGC”) premiums 5 
that would otherwise be added to the pension expense paid by 6 
customers. 7 

 8 

9 

10 

11 

 The 6.53 percent EROA is applied to the full amount of the Public Service prepaid 12 

pension asset, which totals approximately $51.3 million on a Gas Utility O&M 13 

basis.  As shown in Table RRS-D-5, that reduces the pension expense included in 14 

rates by approximately $3.4 million per year. In contrast, Public Service’s 15 

customers are being asked to pay a return on approximately $38.4 million because 16 

the net prepaid pension asset included in rate base is reduced by offsets for ADIT 17 

and for the unfunded liability associated with FAS 112.  Because the balance on 18 

which customers earn a return is far larger than the balance on which they pay a 19 

return, customers realize a net benefit even when the WACC exceeds the EROA.  20 
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 1 

2 

3 

4 

 The 13-month average balance of the XES Plan net prepaid pension asset is 5 

approximately $9.6 million.  With an EROA of 7.25 percent for the XES Plan, Public 6 

Service’s customers receive the benefit of $0.7 million of return, and that amount 7 

reduces the pension expense included in rates on a dollar-for-dollar basis.  Public 8 

Service’s customers, however, do not pay any return on the XES Plan prepaid 9 

pension asset. 10 

 11 

12 

13 

14 

15 

16 

 The PBGC is a federal agency established by Congress as part of ERISA to ensure 17 

pension benefits under private sector defined benefit pension plans.  If a pension 18 

plan is terminated without sufficient money to pay all benefits, PBGC’s insurance 19 

program will pay employees the benefits promised under the pension plan, up to 20 

the limits set by law.  The funding for the PBGC comes partly from premiums 21 

charged to pension sponsors and partly from returns on assets held by the PBGC. 22 



Hearing Exhibit 109, Direct Testimony and Attachments of Richard R. Schrubbe 
Proceeding No. 24AL- ____G 

Page 62 of 77 
 

 1 

 The PBGC charges two types of premiums: (1) a per capita premium that is 2 

charged to all single-employer defined benefit plans; and (2) a variable premium 3 

charged to underfunded plans.  The amounts of the premiums are set by Congress 4 

and must be paid by sponsors of the defined benefit plans, such as Public Service. 5 

 6 

7 

 Yes.  For 2023, the variable-rate premium for a single-employer plan such as that 8 

of Public Service is $52 per $1,000 of unfunded vested benefits. 9 

 10 

 Yes.  And absent the prepaid pension asset, the plan would be further 11 

underfunded.15 12 

 13 

14 

 In the absence of the prepaid pension asset, the Public Service pension plans 15 

would be further underfunded by $52.9 million. 16 

 
15  As I explained earlier, a plan can be underfunded at the same time it has a prepaid pension asset 
because they measure different things.  The prepaid pension asset is the amount by which cumulative 
contributions exceed cumulative recognized pension expense.  A pension plan is underfunded when its 
pension benefit obligations exceed the value of its assets. 
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 1 

2 

3 

 Yes.  Colorado customers received the benefit of reduced PBGC premiums in the 4 

Test Period, and Public Service projects that it will have additional PBGC savings 5 

in the future.  The Company has not attempted to quantify the savings for purposes 6 

of this case, but the avoidance of incremental PBGC premiums produces actual 7 

savings.  8 

 9 

10 

 Yes.  In Proceeding No. 17AL-0363G, the Commission allowed the Company to 11 

include the Gas department’s prepaid pension asset in rate base and to earn a 12 

WACC return on that asset, consistent with the Denver District Court Order.  In the 13 

Company’s 2022 Combined Gas Rate Case, the Commission authorized the 14 

Company to include in rate base the prepaid pension asset and to earn a return at 15 

the Company’s WACC consistent with the District Court Order.16   16 

 17 

18 

 As I have explained, the prepaid pension asset is used and useful for providing 19 

utility service because the return on that asset reduces qualified pension expense 20 

 
16 Proceeding No. 22AL-0046G, Decision No. C22-0642, ¶¶ 185-187 (mailed Oct. 25, 2022). 
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on a dollar-for-dollar basis.  Therefore, the prepaid pension asset should earn the 1 

same return that other used and useful assets earn. 2 

Moreover, the prepaid pension asset is funded with a combination of debt 3 

and equity, not just debt.  Therefore, equity investors are deprived of a fair return 4 

on the portion of their investment used to fund the pension trust if the Company 5 

did not earn a complete WACC return on the prepaid pension asset. 6 

Finally, allowing something less than a WACC return on the prepaid pension 7 

asset would create a disincentive for the Company to make contributions to the 8 

pension trust, particularly when capital used to fund other assets earns the higher 9 

WACC return.  Public Service will comply with its fiduciary duty to fund the pension 10 

trusts at the minimum required levels, but allowing only a lower return makes it 11 

more difficult to justify the contributions necessary to lead to full funding of the 12 

trusts. 13 
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VIII. PENSION-RELATED TRACKING AND REPORTING 1 

 2 

 In this section of my Direct Testimony, I describe the regulatory tracker created in 3 

Proceeding No. 15AL-0135G for qualified pension expense and non-qualified 4 

pension expense.  I quantify the tracker balance as of September 30, 2023, and I 5 

explain that the Company proposes to continue using the tracker for the rates set 6 

in this proceeding.  In addition, I describe the reporting requirements approved by 7 

the Commission in Proceeding No. 15AL-0135G, and I explain that the Company 8 

has complied with those reporting requirements. 9 

A. Pension Tracker 10 

 11 

12 

 Yes.  The Commission approved a tracker in that proceeding to “ensure that 13 

parties pay no more and no less than the costs of the pension.”17 14 

 15 

16 

 Yes.  Attachment RRS-7 shows the cumulative tracker balance of $(4,974,161) 17 

broken out between qualified and non-qualified pension and the applicable 18 

amortizations to date, the Company has been tracking its qualified and 19 

 
17 Proceeding No. 15AL-0135G, Decision No. R15-1204 at ¶ 233 (mailed Nov. 16, 2015). 
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non-qualified pension costs against the $4,572,516 baseline established in the 1 

2022 Combined Gas Rate Case.18 2 

 3 

 As shown in Attachment RRS-7, the cumulative balance of the tracker is a 4 

$(4,974,161) regulatory liability that is owed to the customers.  This cumulative 5 

balance is made up of $(4,907,292) related to qualified pension expense and 6 

$(66,870) related to non-qualified pension expense.  The Company proposes to 7 

amortize this balance over 18 months.  This proposed amortization is further 8 

explained in Mr. Freitas’s Direct Testimony. As shown in Attachment RRS-7 the 9 

cumulative balance of approximately $(5.0) million is made up of the following two 10 

pieces: 11 

 Cumulative Tracker Balance as of 9/30/2023: $(3,579,234) 12 

 Cumulative Tracker Amortization through 10/31/2024: $(1,516,927) 13 

Attachment RRS-7 shows a breakout of these two pieces between qualified and 14 

non-qualified pension.  15 

 16 

17 

 Yes. The Company is proposing to continue the tracker going forward for both 18 

qualified and non-qualified pension expense.  The baselines that Public Service 19 

 
18 The baselines established in proceeding No. 22AL-0046G were $4,343,836 for qualified pension expense 
and $228,680 for non-qualified pension expense. 
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proposes are $2,012,619 for qualified pension expense and $104,369 for 1 

non-qualified pension expense, which are the Test Year amounts in this case. 2 

B. Pension-Related Reporting Requirements 3 

 4 

5 

 Yes.  The Commission directed Public Service to file annual reports providing 6 

actual and forecasted information for the three qualified pension plans that affect 7 

Public Service employees.19 8 

 9 

10 

11 

 Yes.  The Company has filed annual pension reports, including the most recent 12 

one filed on April 28, 2023.  13 

 
19 Proceeding No. 15AL-0135G, Decision No. R15-1204 at ¶ 233 (mailed Nov. 16, 2015). 
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IX. PREPAID RETIREE MEDICAL ASSET 1 

 2 

 I address the Company’s request to include its prepaid retiree medical asset in rate 3 

base and to earn a WACC return on that asset.20 4 

 5 

 A prepaid retiree medical asset is similar to a prepaid pension asset, except that it 6 

represents the difference between: (1) the cumulative annual retiree medical 7 

expense calculated under FAS 106 since the inception of FAS 106 accounting 8 

requirements starting in 1993;21 and (2) the cumulative cash outlays to fund 9 

benefits under the plan, either through contributions made to the FAS 106 trust by 10 

the Company or direct payment of plan benefits over the same period of time.22The 11 

Company has accrued a retiree medical asset because its direct payments of 12 

benefits and its cumulative cash contributions to the VEBA trust collectively exceed 13 

the cumulative retiree medical expense recognized under FAS 106 since the 14 

inception of the retiree medical plan. 15 

 
20 Retiree medical expense calculated under FAS 106 is sometimes referred as Other Post-Employment 
Benefits, or “OPEB.” To minimize the acronyms in my testimony, I will use the phrase “retiree medical” 
rather than “OPEB.” 
21 Prior to 1992, retiree medical plans were accounted as a “pay-as-you-go” expense, where the annual 
expense was equal to the cash outlay for the benefits. 
22 The assets of a retiree medical plan are typically held in a VEBA trust, although benefits are not required 
to be funded exclusively through a trust. 
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 1 

2 

 The thirteen-month prepaid retiree medical asset balance is forecasted to be 3 

$18,954,196 on a Public Service Gas Utility O&M basis.23  That is the amount the 4 

Company seeks to include in rate base.  Please refer to Attachment RRS-7. 5 

 6 

 Yes.  The return on the assets in the VEBA trust reduces the retiree medical 7 

expense included in the cost of service.  Therefore, it is reasonable to include the 8 

retiree medical asset in rate base and for the Company to earn a WACC return on 9 

it. 10 

 11 

12 

 Yes.  Public Service has had negative retiree medical expense since 2014.  Prior 13 

to that, Public Service had positive retiree medical expense. 14 

 15 

 Similar to pension expense, the annual retiree medical expense is the net of five 16 

cost components: 17 

1. Current service cost; 18 

2. Interest cost; 19 

3. EROA; 20 

 
23  Public Service uses a thirteen-month average because the balance of the prepaid retiree medical asset 
varies from month to month. 
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4. Amortization of loss/(gain) due to difference between expected and 1 
actual experience of plan assets or liabilities from prior periods; and 2 

5. Amortization of prior service cost/(credit). 3 

Negative retiree medical expense refers to the circumstance in which the 4 

combination of the EROA, the prior-period gains (if any) and the amortization of 5 

prior service credit is greater than the combination of the current service cost, the 6 

interest cost, and the prior-period losses (if any).  In the Company’s case, the 7 

amortization of prior service cost/(credit) is an offset to expense due to changes 8 

the Company has made to reduce benefit levels.  9 

 10 

11 

12 

13 

 No.  Similar to a prepaid pension asset, there is no question that customers reap 14 

the benefit of that prepaid retiree medical asset because it remains in the trust and 15 

customers earn a market return on it.  That market return is used to lower annual 16 

retiree medical expense, reducing the retiree medical expense included in the cost 17 

of service. 18 
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 1 

2 

3 

 Yes.  The Commission authorized the Company to include the prepaid retiree 4 

medical asset in rate base with a return at the Company’s WACC.24 5 

 6 

7 

 Yes.  The reasons that I discussed in connection with the prepaid pension asset 8 

also apply to the retiree medical asset: 9 

• The retiree medical asset is a prepayment by the Company, and it 10 
should be treated consistently with other prepayments, such as cash 11 
working capital and ADIT; and 12 

• Customers effectively earn a market return on the retiree medical asset 13 
because the EROA reduces current annual retiree medical expense, 14 
and therefore the prepaid retiree medical asset is a used and useful 15 
utility asset. 16 

 17 

18 

19 

 Yes.  The Commission also directed the Company in its next rate case “to put 20 

forward analysis and options for amortizing the prepaid retiree medical asset with 21 

an end goal of eliminating it from rate base in a reasonable timeframe.”25 22 

 
24 Proceeding No. 22AL-0046G, Decision No. C22-0642, ¶¶ 196-198 (mailed Oct. 25, 2022). 
25 Proceeding No. 22AL-0046G, Decision No. C22-0642, ¶ 198 (mailed Oct. 25, 2022). 
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 1 

2 

 Consistent with the discussion above, there are two primary ways the Company 3 

can work toward eliminating the prepaid retiree medical asset from rate base: scale 4 

back contributions that would otherwise increase the size of the asset, and 5 

amortize recovery of the asset over a shorter timeframe.  Unless the Commission 6 

selects a different path, the Company intends to take actions on both fronts in this 7 

case.   8 

 9 

 The first item that increases the size of the asset is Company contributions to the 10 

VEBA trust.  If the Company were to make a contribution to the trust in 2023 to 11 

equal expense, which has been its past practice, this would only increase the size 12 

of the asset at a time when the trust is already fully funded.  Additionally, the goal 13 

of a VEBA trust is to ensure funding of retiree medical expenses over time, rather 14 

than to build up excess funding.  To that end, if the Company were to continue 15 

making contributions each year, resulting in increased overfunding at the time of 16 

the asset’s retirement, the excess funds left in the VEBA trust would be subject to 17 

a 100 percent governmental excise tax.  In short, those excess funds would be 18 

paid to the government rather than returned to the Company, which would not 19 

benefit customers or the Company at that time.  The VEBA Trust has sufficient 20 

funds to pay retiree medical benefits over the life of the plan.  Therefore, consistent 21 

with the Commission’s direction to find ways to help ensure the asset is retired 22 
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sooner rather than later, it is most prudent to forego making contributions in 2023 1 

and the foreseeable future.  2 

Second, Public Service is proposing to create a new 15-year amortization 3 

of the prepaid retiree medical asset, similar to the approach taken to shorten the 4 

life of the prepaid pension asset. The goal of this approach is to accelerate the 5 

recognition of retiree medical cost over a period of time in order to eliminate the 6 

asset earlier than earlier than if the current prepayment status simply lingered over 7 

the life of the plan. To this end, the Company is requesting to amortize the 8 

forecasted balance as of December 31, 2023, which is $19,212,065, over 15 years. 9 

That would result in a $1,280,804 annual prepaid retiree medical asset 10 

amortization expense, which Company witness Mr. Freitas has included in the 11 

Company’s proposed cost of service. 12 

 13 

14 

15 

 Yes.  The Commission requested an analysis and options to retire the prepaid 16 

retiree medical asset.  The amortization approach need not be applied over 15 17 

years; rather, as set forth below, the Commission could select a shorter 18 

amortization period to further accelerate retirement of the asset.  The math of this 19 

approach simply involves dividing the balance of the Public Service forecasted 20 

balance of the prepaid pension asset as of December 31, 2023 by the selected 21 

number of years. Table RRS-D-6 below shows the results of various amortization 22 
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periods for this proposal to enable comparison of outcomes, with the ultimate goal 1 

of bringing the net impact to rate base is zero.  2 

Table RRS-D-6 3 
Amortization of Prepaid Pension Asset 

PSCo Gas Balance 12/31/2023 $            19,212,065 

Annual Amortization (4 years) $              4,803,016 
Annual Amortization (6 years) $              3,202,011 
Annual Amortization (8 years) $              2,401,508 

Annual Amortization (10 years) $              1,921,207 
Annual Amortization (12 years) $              1,601,005 
Annual Amortization (15 years) $              1,280,804 

 
 4 

 While Public Service does not oppose a different amortization period, this period 5 

aligns with the approach to the prepaid pension asset while still keeping the annual 6 

customer impact low during the amortization period.   7 
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X. CONCLUSION 1 

 2 

3 

 Yes.  The pension and benefit requested amounts that I am supporting are 4 

reasonable and necessary costs of providing service to Public Service’s 5 

customers, and therefore they should be included in the Company’s revenue 6 

requirement.  As I explained earlier in my Direct Testimony, the Company’s overall 7 

pension and benefit expense has declined significantly since 2021, in large part 8 

because of the steps the Company has taken to modify its pension and benefit 9 

programs. 10 

The Commission should also allow the Company to include its prepaid 11 

pension asset and prepaid retiree medical asset in rate base and to earn a return 12 

on those assets at the Company’s WACC.  Prepayments are routinely added to or 13 

subtracted from rate base, and there is no valid reason to treat the prepaid pension 14 

asset and prepaid retiree medical asset differently.  In addition, customers realize 15 

a benefit from the assets in the form of earned market returns that reduce pension 16 

and retiree medical expense, and it would be inequitable to allow them to retain 17 

that benefit without paying any return on the asset. 18 

 19 

 Yes, it does. 20 
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Statement of Qualifications 

Richard R. Schrubbe 

 I received a Bachelor of Science degree, with a major in finance, from Marquette 

University in 1996. 

From 2000 to 2005, I was employed by the Do ALL Company, first as a Staff 

Accountant, later as Assistant Controller, and then as Corporate Controller.  From 2005 

to 2007, I was employed by Wilsons Leather as a Financial Analyst.  

In 2007, I joined Xcel Energy as a Consultant.  I became the Manager of Corporate 

Accounting in 2010 and the Director of Corporate and Benefits Accounting in 2013.  In 

2017, I became the Area Vice President for Financial Analysis and Planning. In 2022, I 

was promoted to Vice President of Business Area Finance. My current role includes 

overseeing the accounting for all employee benefits programs, playing a liaison role with 

the Human Resources department, external actuaries, and senior management with 

benefit fiduciary roles.  I am also familiar with the applicable laws, regulatory rules, and 

ratemaking practices regarding Xcel Energy’s recovery of pension and benefits costs and 

assets in its many jurisdictions. 

I have testified in the Company’s last four gas base rate cases before the Colorado 

Public Utilities Commission, which were Proceeding Nos. 22AL-0046G, 20AL-0049G, 

17AL-0363G and 15AL-0135G, on pension and other post-employment benefit expenses, 

active health care expenses, and the proper treatment of a prepaid pension asset, among 

other issues. I have also submitted pre-filed direct and rebuttal testimony in the 

Company’s last four Phase I electric rate cases in Colorado, Proceeding Nos.  22AL-
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0530E, 21AL-0317E, 19AL-0268E, and 14AL-0660E, on those same issues. In addition, 

I have testified before the Minnesota Public Utilities Commission, the Public Utility 

Commission of Texas, and the New Mexico Public Regulation Commission on pension 

and benefit issues. 
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Full Year Costs 

XCEL ENERGY INC. - Nonqualified Pension Plans 

2022 Remeasurement Cost Impacts by Legal Entity 

($ in Thousands) 

5.5 Month (July 15 through December 31) Costs 

ASC 715 Net Pension Cost 

Nonqualified Pension Plans 
Discontinued Operations' 

Prior to Settlement 

(June 30th results) 

Prior to Settlement 

(June 30th results prorated) Post Settlement 4 
Remeasurement Cost 

Impacts 4 

Xcel Energy Nuclear 
NSP-MN 
NSP-WI 
PSCo2 

SPS 
Xcel Services" 

XEPC (former EMI) 
Total XEPP 

1 Includes NRG, BMG, Viking, Natrogas, Quixx, Seren and UE. 
2 Fort St. Vrain. 
3 Includes Eloigne 

(37) 
(4) 

326 
36 

276 
184 

2,797 
2 

3,576 

(17) 
(2) 

149 
17 

127 
84 

1,282 
1 

1,639 

(11) 
(3) 

138 
16 

111 
77 

374 
1 

701 

4 Benefit obligations and service costs reflect census data as of January 1, 2022 after removal of participants that received lump sums from January 1, 2022 through July 15, 2022. 

Obligations have been projected to July 15, 2022 using annuity benefit payments with no additional demographic gains or losses. 

Assumptions for post settlement costs 
Discount rate - U.S. GMP 
Salary scale 
PPA lump sum conversion rate 
Cash balance interest crediting rate 
Assumed mortality table 

4.80% 
3.75% 
4.50% 
3.00% 

Pri-2012 White Collar, as adjusted for 2019 Xcel Energy mortality study, projected with generational mortality improvements using 
an adjusted SOA MP-2020 methodology. 

See June 30, 2022 letter and July 25, 2022 letter for additional information on data, assumptions, methods, models and plan provisions. 
© 2022 WTW. All rights reserved. Proprietary and Confidential. For WTW and WTW client use only. Not suitable for unintended purpose or use by unauthorized recipient. 

7/25/2022 

https://wtwonline.sharepoint.com/sites/tctclient_609084_2022RETANN/Documents/July 2022 NQ Settlement Exhibits.xlsx: Cost Impact 

6 
(1) 

(11) 
(1) 

(16) 
(7) 

(908) 

(938) 

� 
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Southwestern Public Service Company

Calculation of Actuarially Determined Pension and Benefit Amounts

Hearing Exhibit 109, Attachment RRS-3 
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1 of 2

Total Cost Amounts from Actuarial Reports

2022 2023 2024 2022 2023 2024
PSCo-NCE 600,000 1,320,000 1,396,000 
PSCo-Barg 14,815,000 734,000 2,430,000 
PSCo Total 15,415,000 2,054,000 3,826,000 (4,960,000) 2,798,000 2,617,000 

Xcel Service 17,839,000 16,731,000 16,501,000 950,000 1,350,000 1,318,000 
(1) (5) (6) (3) (7) (8)

Calculation of Total Cost Amounts to Cost of Service Amounts

HTY
12 Months Ending

9/30/23

Proposed Amount 
12 Months Ending

12/31/24

Known & Measurable 
Incr/(Decr)

from Test Year

HTY
12 Months Ending

9/30/23

Proposed Amount 
12 Months Ending

12/31/24

Known & 
Measurable 
Incr/(Decr)

from Test Year
PSCo
PSCo-NCE Total Cost 1,140,750 1,396,000 255,250 
PSCo-Barg Total Cost 4,254,250 2,430,000 (1,824,250) 
Total PSCo 5,395,000 3,826,000 (1,569,000) 858,500 2,617,000 1,758,500 
Percent to PSCo Gas O&M FERC 926 21.12% 21.12% 21.12% 21.12%
Amount to PSCo Gas O&M FERC 926 1,139,386 808,024 (331,362) 181,309 552,692 371,383 

Xcel Service
Xcel Service Total Cost 17,008,000 16,501,000 (507,000) 1,250,000 1,318,000 68,000 
Percent to PSCo Gas O&M FERC 926 5.13% 5.13% 5.13% 5.13%
Amount to PSCo Gas O&M FERC 926 873,228 847,198 (26,030) 64,178 67,669 3,491 

Affiliate Charges 5 - (5) 1 - (1) 

Proposed Adjustment - - - 

Total
Amount to PSCo Gas O&M 2,012,619 1,655,222 (357,397) 245,488 620,361 374,873 

1) Attachment RRS-1.A, Exhibit I Page 1 of 6
3) Attachment RRS-1.A, Exhibit III Page 1 of 6
5) Attachment RRS-2, Exhibit I Page 1 of 6
6) Attachment RRS-2, Exhibit I Page 2 of 6
7) Attachment RRS-2, Exhibit III Page 1 of 6
8) Attachment RRS-2, Exhibit III Page 2 of 6

QUALIFIED PENSION OPEB RETIREE MEDICAL

QUALIFIED PENSION OPEB RETIREE MEDICAL

Page 1 of 2



Southwestern Public Service Company

Calculation of Actuarially Determined Pension and Benefit Amounts
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Total Cost Amounts from Actuarial Reports

2022* 2023 2024 2022 2023 2024 2022 2023 2024
PSCo 260,500 285,000 275,000 104,000 (27,000) 23,000 (26,000) (78,000) 40,000 
Xcel Service 1,889,042 934,000 1,022,000 57,000 15,000 4,000 - 

(2) (9) (10) (4) (4) (4) (4) (4) (4)

Calculation of Total Cost Amounts to Cost of Service Amounts

HTY
12 Months Ending

9/30/23

Proposed Amount 
12 Months Ending

12/31/24

Known & Measurable 
Incr/(Decr)

from Test Year

HTY
12 Months Ending

9/30/23

Proposed Amount 
12 Months Ending

12/31/24

Known & 
Measurable 
Incr/(Decr)

from Test Year

HTY
12 Months Ending

9/30/23

Proposed Amount 
12 Months Ending

12/31/24

Known & 
Measurable 
Incr/(Decr)

from Test Year
PSCo
PSCo Total Cost 274,295 275,000 705 5,750 23,000 17,250 (65,000) 40,000 105,000 
Percent to PSCo Gas O&M FERC 926 21.12% 21.12% 21.12% 21.12% 15.41% 15.41%
Amount to PSCo Gas O&M FERC 926 57,929.28 58,078 149 1,214 4,857 3,643 (10,017.86) 6,164.00 16,182 

Xcel Service
Xcel Service Total Cost 904,500 1,022,000 117,500 25,500 4,000 (21,500) - - - 
Percent to PSCo Gas O&M FERC 926 5.13% 5.13% 5.13% 5.13% 5.13% 5.13%
Amount to PSCo Gas O&M FERC 926 46,439 52,472 6,033 1,309 205 (1,104) - - - 

Affiliate Charges 1 - (1) - - - - - - 

Total
Amount to PSCo Gas O&M 104,369 110,550 6,181 2,524 5,063 2,539 (10,018) 6,164 16,182 

2) Attachment RRS-1.B
4) Attachment RRS-2, Exhibit VI
9) Attachment RRS-2, Exhibit II Page 1 of 6.
10) Attachment RRS-2, Exhibit II Page 2 of 6.
11) Attachment RRS-2, Exhibit VI

* Due to a mid-year FAS 88 settlement the Company was required to have WTW remeasure the non-qualified pension expense. As a result the non-qualified pension expense changed mid-year. Calendar year 2022 expense represents 6.5 months of the cost prior to 
settlement and 5.5 months of the remeasured cost post settlement. See Attachment RRS-1.B for a summary of the cost.

FAS 112 WORKERS COMPENSATIONNON-QUALIFIED PENSION FAS 112 LONG-TERM DISABILITY

NON-QUALIFIED PENSION FAS 112 LONG-TERM DISABILITY FAS 112 WORKERS COMPENSATION

Page 2 of 2
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Calculation of Total Cost Amounts to Cost of Service Amounts

ACTIVE HEALTH CARE

MISC BENEFIT 
PROGRAMS AND LIFE 
AND LTD INSURANCE TOTAL COST

12 Months Ending
9/30/23

12 Months Ending
9/30/23

12 Months Ending
9/30/23

PSCo
Total Cost Per Book Amount 32,205,603 32,205,603 
Adjust to Incurred Basis 496,634 496,634 
Total Cost on Incurred Basis 32,702,237 2,501,629 35,203,866 
Known & Measureable Adjustment 2,519,567 2,519,567 
Adjusted Total Cost 35,221,804 2,501,629 37,723,433 
Percent to PSCo Gas O&M FERC 926 21.02% 21.12% 21.02%
Amount to PSCo Gas O&M FERC 926 7,402,979 528,327 7,931,306 

Xcel Service
Total Cost Per Book Amount 55,723,087 55,723,087 
Adjust to Incurred Basis 1,005,192 1,005,192 
Total Cost on Incurred Basis 56,728,279 8,420,311 65,148,590 
Known & Measureable Adjustment 4,392,874 - 4,392,874 
Adjusted Total Cost 61,121,153 8,420,311 69,541,464 
Percent to PSCo Gas O&M FERC 926 5.26% 5.13% 5.24%
Amount to PSCo O&M FERC 926 3,214,525 432,317 3,646,842 

Affiliate Charges/Other Adjustments 26 2 28 

Amount to PSCo Gas O&M FERC 926 10,617,530 960,646 11,578,176 

Attachment RRS-4
Public Service Company

Calculation of Active Health Care and Miscellaneous Benefit Programs and Life Insurance 

Page 1 of 1
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1

2

Dec
2022

Year End
Jan

2023
Feb

2023
Mar
2023

Apr
2023

May
2023

Jun
2023

Jul
2023

Aug
2023

Sep
2023

Oct
2023
(Est)

Nov
2023
(Est)

Dec
2023
(Est)

3 GAAP Prepaid Pension Asset (PPA)
4 Beginning Balance 322,462,369               322,294,119               322,122,869               321,951,619               321,780,369               321,609,119               321,437,869               321,266,619               321,095,369               320,924,119               320,752,869               320,581,619               
5   Contributions
6   Pension Expense (171,250) (171,250) (171,250) (171,250) (171,250) (171,250) (171,250) (171,250) (171,250) (171,250) (171,250) (171,250) 
7   FAS 88 Settlement 3,000 
8 Ending Balance 322,462,369               322,294,119               322,122,869               321,951,619               321,780,369               321,609,119               321,437,869               321,266,619               321,095,369               320,924,119               320,752,869               320,581,619               320,410,369               
9 Percent to PSCO Gas 32.33% 32.33% 32.33% 32.33% 32.03% 32.03% 32.03% 32.03% 32.03% 32.03% 32.03% 32.03% 32.03%

10 Amount to PSCo Gas 104,263,622               104,210,135               104,154,150               104,098,935               103,078,237               103,023,918               102,969,021               102,913,552               102,857,581               102,801,870               102,747,014               102,692,157               102,637,300               
11
12 GAAP PSCo Gas PPA by Category
13 Legacy PPA (1) 85,608,406                  85,608,406                  85,608,406                  85,608,406                  85,608,406                  85,608,406                  85,608,406                  85,608,406                  85,608,406                  85,608,406                  85,608,406                  85,608,406                  
14 New PPA 18,601,729                  18,545,744                  18,490,529                  17,469,831                  17,415,512                  17,360,615                  17,305,146                  17,249,175                  17,193,464                  17,138,608                  17,083,751                  17,028,894                  
15 Total GAAP PPA 104,263,622               104,210,135               104,154,150               104,098,935               103,078,237               103,023,918               102,969,021               102,913,552               102,857,581               102,801,870               102,747,014               102,692,157               102,637,300               
16
17 Regulatory Offsets
18 Beginning Balance (49,975,331)                (50,306,672)                (50,638,012)                (50,969,352)                (51,300,692)                (51,632,032)                (51,963,372)                (52,294,713)                (52,626,053)                (52,957,393)                (53,288,733)                (53,620,073)                
19 Regulatory Amortization (28,826,596)                (331,340) (331,340) (331,340) (331,340) (331,340) (331,340) (331,340) (331,340) (331,340) (331,340) (331,340) (331,340) 
20 Pension Tracker - - - - - - - - - - - - - 
21 TCJA Impact (21,148,736)                - - - - - - - - - - - - 
22 Ending Balance (49,975,331)                (50,306,672)                (50,638,012)                (50,969,352)                (51,300,692)                (51,632,032)                (51,963,372)                (52,294,713)                (52,626,053)                (52,957,393)                (53,288,733)                (53,620,073)                (53,951,413)                

23
13-Month Average as

of 12.31.23
24 PPA for Regulatory Purposes 54,288,290                 53,903,464                 53,516,138                 53,129,583                 51,777,545                 51,391,885                 51,005,649                 50,618,839                 50,231,528                 49,844,477                 49,458,281                 49,072,084                 48,685,887                 51,301,819 

2023
PSCo Gross Gas Prepaid Pension Asset
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Line Number Description
Sep

2022
Oct

2022
Nov
2022

Dec
2022

Jan
2023

Feb
2023

Mar
2023

Apr
2023

May
2023

Jun
2023

Jul
2023

Aug
2023

Sep
2023

Oct
2023 FCST

Nov
2023 FCST

Dec
2023 FCST

13 Month Average 
9/31/2023

Forecasted 13 
Month Average 

12/31/2023
1 GAAP Prepaid Retiree Medical Asset
2 Beginning Balance 76,910,582                77,837,352            77,959,512              78,878,536            76,792,256              76,984,642              77,357,138              77,625,651              77,405,244            78,175,833              78,452,728              78,607,504              78,505,891              79,312,912              79,298,783              79,262,009              
3   Contributions - - - - - - - - - - - - - 
4 Retiree Medical Expense 413,333 413,333 413,333 413,333 (233,167) (233,167) (233,167) (233,167) (233,167)                 (233,167) (233,167) (233,167) (233,167) (233,167) (233,167) (233,167) 
5   Retiree Medical Benefit Payments/Other 513,437 (291,174)                 505,691 (2,499,614)             425,553 605,663 501,679 12,759 1,003,756               510,061 387,943 131,554 1,040,187                219,038 196,392 233,897 
6 Ending Balance 77,837,352                77,959,512            78,878,536              76,792,256            76,984,642              77,357,138              77,625,651              77,405,244              78,175,833            78,452,728              78,607,504              78,505,891              79,312,912              79,298,783              79,262,009              79,262,739              
7 Percent to PSCO Gas 32.33% 32.33% 32.33% 32.33% 32.33% 32.33% 32.33% 32.03% 32.03% 32.03% 32.03% 32.03% 32.03% 32.03% 32.03% 32.03%
8 Amount to PSCo Gas 25,166,721                25,206,265            25,503,918              24,829,684            24,892,108              25,012,403              25,099,261              24,795,783              25,042,762            25,131,453              25,180,884              25,148,061              25,406,366              25,401,840              25,390,060              25,390,294              25,108,897              25,132,381                
9

10 Regulatory Offsets
11 Beginning Balance (5,860,628)                (5,934,139)             (6,017,965)               (6,101,790)             (6,178,039)               (6,178,039)               (6,178,039)               (6,178,229)               (6,178,229)             (6,178,229)               (6,178,229)               (6,178,229)               (6,178,229)               (6,178,229)               (6,178,229)               (6,178,229)               
12 FAS 106 to Zero Reg Liability (73,512) (83,826) (83,826) (76,249) - - (190) - - - - - - - - - 
13 Ending Balance (5,934,139)                (6,017,965)             (6,101,790)               (6,178,039)             (6,178,039)               (6,178,039)               (6,178,229)               (6,178,229)               (6,178,229)             (6,178,229)               (6,178,229)               (6,178,229)               (6,178,229)               (6,178,229)               (6,178,229)               (6,178,229)               (6,141,201)               (6,178,185)                 
14
15 Prepaid Balance for Regulatory Purposes 19,232,582               19,188,300            19,402,127              18,651,645            18,714,069              18,834,364              18,921,032              18,617,554              18,864,533            18,953,224              19,002,655              18,969,832              19,228,137              19,223,611              19,211,831              19,212,065              18,967,696              18,954,196                
16

SAP Balance
Variance

```

HTY FCST 13 Month Avg.
PSCo Gas Prepaid Retiree Medical Asset

#
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Cumulative Tracker 
Balance as of 9.30.23

Less: LTD Amortization 
Through 9.30.2022

Total Net Tracker 
Balance

Qualified Pension Tracker (2,754,769) (2,152,523) (4,907,292) 
Non-Qualified Pension Tracker (702,466) 635,596 (66,870) 
Total (3,457,234) (1,516,927) (4,974,161)
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