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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term Meaning

ADIT Accumulated Deferred Income Taxes

AMI Advanced Metering Infrastructure

Commission New Mexico Public Regulation
Commission

FAN Field Area Network

FERC Federal Energy Regulatory Commission

FSLIR Fault Location, Isolation, and Service
Restoration

GMR Grid Modernization Rider

O0&M Operation and Maintenance

PSCo Public Service Company of Colorado

PUCT Public Utility Commission of Texas

SPS Southwestern Public Service Company, a
New Mexico corporation

WACC Weighted Average Cost of Capital

Xcel Energy Xcel Energy Inc.

XES Xcel Energy Services
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LIST OF ATTACHMENTS

Attachment Description

SNN-1 Grid Modernization Rider Revenue Requirement —
2022 through 2025 (two-year recovery of legacy
meters)

SNN-2 Grid Modernization Rider Revenue Requirement —
2022 through 2025 (ten-year amortization of legacy
meters)
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I. WITNESS IDENTIFICATION AND QUALIFICATIONS

Please state your name and business address.
My name is Stephanie N. Niemi. My business address is 1800 Larimer Street,
Denver, Colorado 80202.
On whose behalf are you testifying in this proceeding?
I am filing testimony on behalf of Southwestern Public Service Company, a New
Mexico corporation (“SPS”), and wholly-owned subsidiary of Xcel Energy Inc.
(“Xcel Energy”).

Q. By whom are you employed and in what position?
I am employed by Xcel Energy Services Inc. (“XES”), the service company
subsidiary of Xcel Energy, as Manager of Revenue Analysis.

Q. Please briefly outline your responsibilities as Manager of Revenue Analysis.
I provide project supervision and technical expertise for jurisdictional cost of
service studies, revenue requirement determinations, and related projects for the

Xcel Energy Operating Companies.!

' The Operating Companies are Northern States Power Company, a Minnesota corporation;

Northern States Power Company, a Wisconsin corporation; Public Service Company of Colorado, a
Colorado corporation (“PSCo”); and SPS.
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Please describe your educational background.
I graduated from University of Northern Colorado in 2006 with a Bachelor’s
degree in Business Administration, with an emphasis in Finance and
Management.
Please describe your professional experience.
From 2008 through 2015, I worked for a municipal water utility in the Denver
area, Denver Water. While at Denver Water, in my progression to a senior level
rate analyst, I gained an extensive knowledge of utility operations from long-term
financial planning and budgeting through rate design. I was involved in
implementing an improved cost-of-service methodology that ensured an equitable
distribution of costs, while maintaining predictability and transparency. I
performed extensive analysis as Denver Water undertook transitioning to a new,
more impartial conservation-based rate design. Throughout these changes to
cost-of-service and rate design, [ was responsible for communication and outreach
to citizens committees, retail and wholesale entities, and the Board of Water

Commissioners. In 2015, I joined XES as a Principal Rate Analyst and assumed

my current role in May 2020.
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Have you filed testimony before any regulatory authorities?
Yes. I have filed testimony before New Mexico Public Regulation Commission
(“Commission”) in Case No. 20-00238-UT, before the Public Utility Commission
of Texas in Docket No. 51802, and before the Federal Energy Regulatory

Commission (“FERC”) in Docket No. ER18-228-000.
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II. PURPOSE AND SUMMARY OF TESTIMONY
AND RECOMMENDATIONS

What is the purpose of your direct testimony?

The purpose of my direct testimony is to present SPS’s annual revenue requirement
associated with the implementation of certain grid modernization projects, which SPS
proposes to recover through its proposed Grid Modernization Rider (“GMR”).
Specifically, I present the 2022 revenue requirement forecast that contains grid
modernization capital in service, as well as, operations and maintenance (“O&M”) costs
through the end of 2022, which SPS is requesting that the Commission approve in this
proceeding. I present current estimates of revenue requirements for 2023 through 2025
for illustrative purposes, to depict the current anticipated scope of annual GMR costs. |
also describe how the GMR annual revenue requirement will be updated and adjusted
over the course of the GMR, explain what components of revenue requirements SPS is
proposing to include in the GMR, and describe the GMR true-up process.

Are you sponsoring any attachments as part of your direct testimony?

Yes, I am sponsoring Attachments SNN-1 and SNN-2, which were prepared by me or
under my direct supervision. The attachments are as follows:

e Attachment SNN-1: GMR Revenue Requirement — 2022 through 2025, which
includes recovery of SPS’s legacy meters over two years; and

e Attachment SNN-2: GMR Revenue Requirement — 2022 through 2025, which
includes a ten-year amortization of SPS’s legacy meters.

What are your recommendations?

I recommend that the Commission:
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approve SPS’s forecasted 2022 grid modernization revenue requirement to be
recovered through the GMR;

approve cost recovery through the GMR of amounts incurred to support the grid
modernization projects that SPS seeks to include in the GMR; and

approve SPS’s proposed rider reconciliation process.
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III. GMR REVENUE REQUIREMENT CALCULATION AND TRUE-UP

What is the purpose of this portion of your direct testimony?

In this section, I present the anticipated 2022-2025 revenue requirements associated with
the implementation of certain grid modernization projects. Specifically, Attachment
SNN-1 presents the revenue requirement for 2022-2025 that includes recovery of SPS’s
remaining investment in its legacy meters over two years, and Attachment SNN-2
presents the revenue requirement for 2022-2025 that includes recovery of SPS’s
remaining investment in its legacy meters through a regulatory asset amortized over ten
years. SPS witness Mark P. Moeller discusses the reasons for these two periods.

Please describe the rider SPS is proposing.

SPS’s proposed GMR will work similarly to other currently effective riders, such as the
Renewable Energy and Energy Efficiency Riders. The significant difference between
these riders and the GMR is that the GMR will recover capital costs as well as O&M
costs. SPS proposes to implement the rider beginning on January 1, 2022 and to recover
costs associated with the grid modernization components through the GMR over the
useful lives of the assets. The proposed rider will utilize forecasted information to
calculate a projected revenue requirement, which is then charged for the upcoming year.
On October 1 of each year, SPS will file the projected revenue requirement and rates with
the Commission. Once the year is completed, the projected revenue requirement will be
trued-up to actual costs and SPS will file the true-up on August 1 of each year. The true-
up will also reconcile projected revenue to actual revenue. Any true-up amounts will be

included in the October 1 filing as an adjustment to the projected revenue requirement.
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Component Costs Included in Revenue Requirement

What component costs are included in the GMR annual revenue requirement?

The GMR includes eligible capital investment and O&M costs for grid modernization
components that include Advanced Metering Infrastructure (“AMI”), the Field Area
Network (“FAN”), and Fault Location, Isolation, and Service Restoration (“FLISR”).
SPS witness Richard M.Luth discusses the customer classes subject to the GMR, and SPS
witnesses Chad S. Nickell and Michael O. Remington discuss eligible projects and
project costs in detail in their direct testimonies. The costs associated with the
implementation of AMI, FAN, and FLISR are primarily distribution-related, general and
software costs (intangible plant).

What capital investment is SPS including in its forecasted revenue requirement?
The capital costs include plant in service, accumulated depreciation, accumulated
deferred income taxes (“ADIT”), and depreciation expense.

What O&M costs are included in the GMR?

The O&M expenses included in the revenue requirement are external costs not already
reflected in SPS’s base rates. No internal labor costs have been included at this time, as

they are already reflected in base rates.

Revenue Requirement Calculation

What are the components of the revenue requirement calculation for SPS’s GMR?

The GMR annual revenue requirement includes a return on capital investments, equal to
SPS’s weighted average cost of capital (“WACC”), and the plant-related ownership costs
associated with such investments, including depreciation and amortization, ADIT, and

10
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income tax expense. Incremental O&M expenses are also included in the GMR annual
revenue requirement. The capital costs included in rate base will use a plant ending
balance methodology, as the adjustment is calculated using a forecasted test year with a
true-up.

Also, the GMR annual revenue requirement will include two additional amounts:
(1) a charge for any amounts credited to PSCo, which is providing shared assets that will
be used by SPS; and (2) accelerated depreciation or the regulatory asset associated with
recovery of SPS’s remaining investment in its legacy meters. I describe these two
additional amounts later in my direct testimony.
What is SPS proposing to use as the cost of capital in the GMR?
The capital recovered in this rider is included in the revenue requirement through the
return and depreciation expense components of the revenue requirement. In order to
calculate the return component, a WACC is necessary. SPS is proposing to use the
WACC approved in its most recently completed rate case. The currently-approved
WACC is 7.19%, which was approved in Case No. 19-00170-UT. That WACC is based
on a return on equity of 9.45%, a cost of debt of 4.44%, and a capital structure consisting
of 54.77% equity and 45.23% debt. To the extent that the approved WACC changes
during the GMR horizon, SPS will reflect the currently-approved WACC in the GMR.
The WACC is then applied to total rate base to develop the return component.
How is income tax expense calculated in the GMR revenue requirement?
Income tax expense is calculated by starting with the required earnings and then

subtracting  synchronized interest expense and adding taxable temporary

11
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additions/deductions (these are also known as “Schedule M items”) to arrive at taxable
income. The state and federal income tax rates are then applied to the taxable income to
arrive at the current income tax expense. Deferred income tax expense is added to arrive
at total tax expense. The federal income tax rate reflects the 21 percent rate effective
January 1, 2018, with the enactment of the Tax Cuts and Jobs Act. The state income tax
rate reflects the 1.41 percent New Mexico state income tax rate.

How are the GMR costs assigned to the New Mexico retail jurisdiction?

For 2022 and subsequent years, SPS is proposing to use the Base Period jurisdictional
allocators proposed in Case No. 20-00238-UT. After the costs are quantified, it is
necessary to assign or allocate them among SPS’s rate jurisdictions. Some are allocated
to all three jurisdictions (New Mexico, Texas, Wholesale); some are allocated to just the
two retail jurisdictions; and other balances are directly assigned to a single jurisdiction.

The SPS model uses two types of allocators—fundamental and derived. The
fundamental allocators, which were developed by Mr. Luth in Case No. 20-00238-UT,
include the demand, energy, and customer allocation factors. The other allocators are
derived within the cost of service model based on the use of the fundamental allocators.
The jurisdictional allocation factors are shown on Attachments SNN-1 and SNN-2.

All distribution capital-related items are direct assigned to New Mexico because
the asset is solely benefiting New Mexico customers. All general and intangible capital
related items are allocated using the Customer Retail allocation because AMI, FAN, and
FLISR do not benefit wholesale customers and are used solely to serve retail customers.

Because the wholesale jurisdiction does not benefit from AMI, FAN, and FLISR, the

12
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costs associated with those assets are allocated between only the retail jurisdictions
served by SPS.

Please describe the additional amounts included in the GMR annual revenue
requirement presented in this case.

As previously noted, the GMR annual revenue requirement will include two additional
amounts: 1) the cost associated with the shared asset owned by PSCo; and 2) the
accelerated depreciation or regulatory asset associated with recovery of SPS’s remaining
investment in its legacy meters. I will discuss each of these in turn.

Please discuss the shared asset cost.

As discussed in the Direct Testimony of Mr. Moeller, the AMI head-end software
investment is owned by PSCo and recorded on PSCo’s books. However, it will be used
to support the initiatives of other Xcel Energy operating companies as they roll out AMI
and is considered a shared asset. PSCo’s costs of the AMI head-end software that will be
charged to other Xcel Energy operating companies according to their share of the asset
will include book depreciation, tax depreciation, related deferred taxes, removal cost
recovery, property taxes, and PSCo’s authorized return on investment or carrying costs.
When these amounts are charged to the other Xcel Energy operating companies for the
use of this asset, the shared asset credit is recorded to FERC Account 922, Administrative
Expenses Transferred — Credit. Attachment MPM-3 to Mr. Moeller’s direct testimony
provides the estimated shared asset costs that are included in the GMR revenue

requirement.

13
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Please discuss SPS’s proposal to recover the remaining investment in its legacy
meters.

As discussed by Mr. Moeller, SPS has not fully depreciated its current meters, referred to
as “legacy meters,” that will be replaced by AMI meters. Therefore, in order to recover
the remaining value of these legacy meters, SPS proposes to recover its remaining
investment over two years, or, in the alternative, include the remaining investment in a
regulatory asset that is amortized over ten years. Mr. Moeller supports SPS’s request,
and these costs are estimated on Attachment MPM-4 to his direct testimony. As discussed
by Mr. Moeller, the plant ending balance of SPS’s unrecovered investment in the legacy
meters is included in rate base and the annual expense is included in the GMR revenue

requirement beginning in 2022.

GMR True-Up Process

How will SPS adjust and update the GMR revenue requirement to ensure the GMR
recovers the actual amount of eligible costs incurred?

The GMR will utilize forecasted information to calculate the next projected calendar year
revenue requirement, which is then charged for the upcoming year. SPS proposes to
revise its projected revenue requirement annually, with a filing to the Commission on or
before October 1 to reflect the forecasted revenue requirement for the upcoming calendar
year beginning on January 1. After the conclusion of each year the GMR is effective, an
annual true-up will be used to reconcile the projected revenue requirement for the
previous year to the actual revenue required for the same year. SPS proposes to make a

true-up filing for each GMR year on or before August 1 of the following year. The true-

14
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up adjustment from that year would also be included in the subsequent October 1
forecasted revenue requirement.

Can you provide an illustrative example of how this will work?

Yes. I will use 2022 as an example of how the true-up will work. For the purpose of this
illustration, assume the 2022 projected revenue requirement is $20 million, the actual
2022 revenue requirement is $18 million, and actual 2022 collections are $19 million.

Table SNN-2 provides details of this illustrative true-up example:

Table SNN-1
Illustrative Example
2022 Projected Revenue Requirement (A) $20 million
2022 Actual Revenue Requirement (B) $18 million
2022 Actual Revenue Collections (C) $19 million
2022 Revenue Requirement True-Up (B) — (A) ($2 million)
2022 Revenue Collections True-Up (A) — (C) $1 million
2022 Total True-Up — Over-collection ($1 million)

In this instance, the total true-up adjustment is an over-collection of $1 million.
The difference between the projected revenue requirement and the actual revenue
requirement is a $2 million over-collection. However, that is offset by the difference in
projected collections versus actual collections. The projected rates were set with the goal
of collecting $20 million. However, only $19 million was collected due to fewer actual
billing determinants compared to the projected billing determinants used to set rates. The
difference in billing determinants results in a $1 million under-collection, with the net

being a $1 million over-collection.

15
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This example calculation of the true-up of the 2022 GMR would occur in August
2023. The $1 million over-collection would then be included in the October 1, 2023
filing that presents the projected revenue requirement and rates to be charged in 2024.
The 2024 revenue requirement would be reduced by the $1 million true-up adjustment
from 2022.
Is SPS proposing to include any interest or carrying costs on the true-up
adjustment?
Yes. SPS is proposing to include a symmetrical carrying cost (interest) on the true-up
adjustment balance, both over and under, based on the after tax WACC used to calculate
the actual revenue requirement. The carrying cost will be calculated monthly by
multiplying the monthly true-up adjustment by the after tax WACC, and then dividing by
12.
Why is it reasonable to permit SPS to include carrying costs at the Commission-
approved after-tax WACC?
Carrying costs are appropriate due to the timing in the application of the true-up balance
to the GMR rates. That is, there will be a somewhat significant lag for the true-up of the
GMR revenue requirement. For example, under SPS’s proposal, the 2022 true-up will be
calculated and reviewed in 2023 and then collected/returned in 2024. This results in a
two-year difference between when the true-up is first calculated and when it is included
in the GMR rates. Accordingly, reasonable carrying charges (which are symmetrical
between SPS and its customers) recognize the time value of money to both SPS and its

customers.

16
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How will the revenues from opt-out customers be handled?

SPS is proposing to credit back any revenues associated with customers chosing to opt-
out of AMI metering in the true-up calculation included in the October 1 filing that
presents the projected revenue requirement and rates to be charged in the following

calendar year.

GMR Revenue Requirement

Has SPS calculated an GMR revenue requirement for purposes of presenting its
anticipated GMR costs?

Yes. Using the budget presented by Mr. Nickell and Mr. Remington, I have calculated
the presently forecasted revenue requirement for each year of the plan. The revenue
requirement for each of the years is presented in Attachments SNN-1 and SNN-2 and
summarized below on Tables SNN-3 and SNN-4, respectively. At this time, SPS is
requesting approval of the 2022 revenue requirement, which includes the shared asset
credit and amortization of the deferred amounts as described above. The revenue
requirements for the years 2022 through 2025 are provided for illustrative purposes, as

SPS will request approval each year on an annual basis.

17
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TABLE SNN-2
NEW MEXICO RETAIL ANNUAL GMR REVENUE REQUIREMENT - TWO-YEAR RECOVERY OF
LEGACY METERS
2022 2023 2024 2025
Rate Base $25,339,355 | $35,541,406 | $28,977,374 | $27,800,413
Rate of Return on Rate Base 7.19% 7.19% 7.19% 7.19%
Required Earnings $1,821,900 [ $2,555,427 $2,083,473 | $1,998.,850
Total Income Tax Expense $372,675 $522,721 $426,181 $408,871
Depreciation $31,929 $766,437 $1,368,101 | $1,531,043
o&M $292,524 | $1,067,885 $1,354,969 $813,183
Shared Asset $124,224 $515,055 $706,806 $883,965
Recovery of Legacy Meter Investment $9,767,985 | $9,767,985 $0 $0
Total Revenue Requirement $12,411,237 | $15,195,510 $5,939,530 | $5,635,912
TABLE SNN-3
NEW MEXICO RETAIL ANNUAL GMR REVENUE REQUIREMENT — TEN-YEAR AMORTIZATION
OF LEGACY METERS
2022 2023 2024 2025

Rate Base $25,339,355 | $43,355,794 $44,606,150 | $41,475,592
Rate of Return on Rate Base 7.19% 7.19% 7.19% 7.19%
Required Earnings $1,821,900 | $3,117,282 $3,207,182 [ $2,982,095
Total Income Tax Expense $372.,675 $637,650 $656,039 $609,997
Depreciation $31,929 $766,437 $1,368,101 [ $1,531,043
o&M $292,524 | $1,067,885 $1,354,969 $813,183
Shared Asset $124,224 $515,055 $706,806 $883,965
Recovery of Legacy Meter Investment $1,953,597 | $1,953,597 $1,953,597 | $1,953,597
Total Revenue Requirement $4,596,849 [ $8,057,906 $9,246,694 | $8,773,880

18
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You mentioned earlier that the GMR uses a calendar year Test Year. How is SPS
proposing to recover the 2022 revenue requirement?

Since Section 62-8-13 authorizes the Commission to suspend a proposed tariff rider
within 30 days and requires the Commission to issue a decision within 180 days
thereafter, the 2022 revenue requirement is calculated based on the full calendar year.
However, SPS will not start billing for the rider until after the applicable GMR tariff is
approved by the Commission. In terms of the 2022 true-up calculation, the true-up
adjustment will be included in the October 1, 2023 filing to be collected through the 2024
GMR.

Does this conclude your pre-filed direct testimony?

Yes.

19
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On this day, June 4, 2021, I, Stephanie N. Niemi, swear and affirm under penalty
of perjury under the law of the State of New Mexico, that my testimony contained in
Direct Testimony of Stephanie N. Niemi is true and correct.

[s/ Stephanie N. Niemi
STEPHANIE N. NIEMI
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Southwestern Public Service Company

Grid Modernization Rider Revenue Requirement
2022 through 2025 (two-year recovery of legacy meters)

NM Case No. 20-00238-UT

12 Months Ending September 2020, Base Period

SPS - 801 - Jur Alloc Factors (1yr)

Attachment SNN-1
Page 10 of 11
Case No. 21-00  -UT

SPS SPS NM SPS TX
Jurisdictional Allocator Total Electric Electric Electric
Wholesale Retail Retail

12CP-PROD 100.00% 13.05% 29.88% 57.07%
12CP-TRAN 100.00% 36.03% 22.03% 41.94%
CUST-ADIJ 100.00% 33.33% 33.33% 33.33%
CUST-AVG 100.00% 0.00% 31.26% 68.74%
CUST-H/S 100.00% 80.31% 19.69%
CUST-RET 100.00% 31.26% 68.74%
CUST-YE 100.00% 33.33% 33.33% 33.33%
DEPOSITS 100.00% 26.58% 73.42%
ENERGY 100.00% 9.60% 31.51% 58.88%
LABOR 100.00% 12.09% 28.90% 59.01%
LABXAG 100.00% 12.18% 29.12% 58.70%
MET-YE 100.00% 33.33% 33.33% 33.33%
NCP-DIST 100.00% 2.06% 97.94%
NM 100.00% 100.00%

PIS-DIST 100.00% 0.11% 37.07% 62.82%
PIS-GEN 100.00% 11.98% 29.16% 58.86%
PIS-NET 100.00% 20.50% 28.45% 51.05%
PIS-PROD 100.00% 12.25% 30.26% 57.49%
PIS-PTD 100.00% 19.61% 28.29% 52.10%
PIS-TRAN 100.00% 34.71% 22.62% 42.67%
PISRET-DIST 100.00% 37.11% 62.89%
PISRET-PROD 100.00% 34.48% 65.52%
PISRET-PTD 100.00% 35.19% 64.81%
PISRET-TRAN 100.00% 34.65% 65.35%
RETAIL-ENERGY 100.00% 34.86% 65.14%
RETAIL-PROD 100.00% 34.36% 65.64%
RETAIL-TRAN 100.00% 34.44% 65.56%
TX 100.00% 100.00%
WHLS 100.00% 100.00%
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Southwestern Pubic Service Company

Grid Modernization Rider Revenue Requirement
2022 through 2025 (ten-year amortization of legacy meters)

NM Case No. 20-00238-UT
12 Months Ending September 2020, Base Period
SPS - 801 - Jur Alloc Factors (1yr)
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SPS SPS NM SPS TX
Jurisdictional Allocator Total Electric Electric Electric
Wholesale Retail Retail

12CP-PROD 100.00% 13.05% 29.88% 57.07%
12CP-TRAN 100.00% 36.03% 22.03% 41.94%
CUST-ADJ 100.00% 33.33% 33.33% 33.33%
CUST-AVG 100.00% 0.00% 31.26% 68.74%
CUST-H/S 100.00% 80.31% 19.69%
CUST-RET 100.00% 31.26% 68.74%
CUST-YE 100.00% 33.33% 33.33% 33.33%
DEPOSITS 100.00% 26.58% 73.42%
ENERGY 100.00% 9.60% 31.51% 58.88%
LABOR 100.00% 12.09% 28.90% 59.01%
LABXAG 100.00% 12.18% 29.12% 58.70%
MET-YE 100.00% 33.33% 33.33% 33.33%
NCP-DIST 100.00% 2.06% 97.94%
NM 100.00% 100.00%

PIS-DIST 100.00% 0.11% 37.07% 62.82%
PIS-GEN 100.00% 11.98% 29.16% 58.86%
PIS-NET 100.00% 20.50% 28.45% 51.05%
PIS-PROD 100.00% 12.25% 30.26% 57.49%
PIS-PTD 100.00% 19.61% 28.29% 52.10%
PIS-TRAN 100.00% 34.71% 22.62% 42.67%
PISRET-DIST 100.00% 37.11% 62.89%
PISRET-PROD 100.00% 34.48% 65.52%
PISRET-PTD 100.00% 35.19% 64.81%
PISRET-TRAN 100.00% 34.65% 65.35%
RETAIL-ENERGY 100.00% 34.86% 65.14%
RETAIL-PROD 100.00% 34.36% 65.64%
RETAIL-TRAN 100.00% 34.44% 65.56%
TX 100.00% 100.00%
WHLS 100.00% 100.00%
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