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GLOSSARY OF ACRONYMS AND DEFINED TERMS 

Acronym/Defined Term 
 

Meaning 

SPS Southwestern Public Service Company, a 
New Mexico corporation 
 

Total Company or total 
company 

Total SPS (before any jurisdictional 
allocation) 
 

Update Period April 1, 2019 through June 30, 2019 
 

Updated Test Year July 1, 2018 through June 30, 2019 
 

Xcel Energy Xcel Energy Inc. 
 

XES Xcel Energy Services Inc. 
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LIST OF ATTACHMENTS 

Attachment 
 

Description 

DCH-RR-U3 Electric General and Software Capital Additions 
for April 1, 2019 through June 30, 2019 
(Filename: DCH-RR-U3.xlsx) 
 

DCH-RR-UA  
(Updated Test Year) 

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

DCH-RR-UB(CD)  
(Updated Test Year) 

XES Expenses by Affiliate Class, Activity, 
Billing Method, and FERC Account 
(Filename:  DCH-RR-UABCD.xlsx) 

DCH-RR-UC  
(Updated Test Year) 

Exclusions from XES Expenses to SPS by 
Affiliate Class and FERC Account 
(Filename:  DCH-RR-UABCD.xlsx) 

DCH-RR-UD  
(Updated Test Year) 

Pro Forma Adjustments to XES Expenses by 
Affiliate Class and FERC Account 
(Filename:  DCH-RR-UABCD.xlsx) 
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UPDATE TESTIMONY 
OF 

DAVID C. HARKNESS 
 

I. WITNESS IDENTIFICATION  1 

Q. Please state your name and business address. 2 

A. My name is David C. Harkness.  My business address is 414 Nicollet Mall, 3 

Minneapolis, Minnesota 55401. 4 

Q. By whom are you employed and in what position? 5 

A. I am employed by Xcel Energy Services Inc. (“XES”) as Chief Information 6 

Officer and Vice President. 7 

Q. On whose behalf are you testifying in this proceeding? 8 

A. I am filing testimony on behalf of Southwestern Public Service Company, a New 9 

Mexico corporation (“SPS”). 10 

Q. Are you the same David C. Harkness who filed direct testimony on behalf of 11 

SPS in this docket? 12 

A. Yes.  13 



 

 

 Harkness Update – Revenue Requirement  Page 6 

II. ASSIGNMENT AND SUMMARY OF TESTIMONY AND 1 
RECOMMENDATIONS 2 

Q. What is your assignment in this update testimony? 3 

A. As explained in my direct testimony, SPS is using an Updated Test Year in this 4 

case.  The Updated Test Year is the period from July 1, 2018 through June 30, 5 

2019.  Because of the timing of the filing of this case, certain costs for the period 6 

from April 1, 2019 through June 30, 2019 (“Update Period”) in my direct 7 

testimony were estimated.  My assignment in this update testimony is to replace 8 

those estimated costs with actual costs.  The result of this update is that the 9 

Updated Test Year now consists of only actual information and no estimates.  For 10 

ease of cross-referencing this update testimony with the my direct testimony filed 11 

on August 8, 2019, the sections and subsections in this update testimony 12 

correspond with the original sections and subsections in my direct testimony. 13 

  Regarding the Business Systems affiliate costs I support, my direct 14 

testimony provided actual figures for April and May 2019 and estimated figures 15 

for June based on the forecasted budget.  In this testimony, I replace the June 16 

2019 estimates with actuals.  In addition, the April through June 2019 expenses 17 

have now gone through the full pro forma adjustment review process.  Thus, I 18 

provide updated figures for those Update Period expenses.  My update testimony 19 

includes Attachments DCH-RR-UA through DCH-RR-UD in support of the 20 

Business Systems affiliate costs I support. 21 

  With respect to the Business Systems capital costs (and related affiliate 22 

expenses) that I support, I provide actual costs for projects placed in service 23 

during the Update Period in my Attachment DCH-RR-U3. 24 
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Q. Please summarize your update testimony and recommendations. 1 

A. Affiliate Costs - The estimated Updated Test Year costs for the services of the 2 

Business Systems affiliate class that SPS sought to recover were $35,018,674 3 

(total SPS before jurisdictional allocations, or “total company”).  The actual 4 

Updated Test Year costs for the services of the Business Systems affiliate class 5 

that SPS seeks to recover are $35,566,252.  Please refer to Attachments DCH-RR-6 

UA through DCH-RR-UD.  In addition to providing updated SPS numbers, those 7 

attachments also reflect the total updated XES class expenses for the Business 8 

Systems affiliate class.  The actual costs are reasonable and necessary for the 9 

reasons I provided in my direct testimony.   10 

 Capital Additions - The costs of the Business Systems capital additions placed in 11 

service between April 1, 2019 and June 30, 2019 of $8,161,049 (total company), 12 

are reasonable and necessary and were prudently incurred.  Please refer to 13 

Attachment DCH-RR-U3. 14 

Q. Were Attachments DCH-RR-U3 and DCH-RR-UA through DCH-RR-UD 15 

prepared by you or under your direct supervision and control?  16 

A. Yes, as to the project categories and descriptions on Attachment DCH-RR-U3.  17 

The cost information contained in Attachment DCH-RR-U3 was prepared by SPS 18 

witness Mark P. Moeller and his staff.  My staff and I have reviewed this 19 

attachment, and I believe it to be accurate.  Attachments DCH-RR-UA through 20 

DCH-RR-UD were prepared as described by SPS witness Melissa L. Schmidt.  21 

My staff and I have reviewed these attachments and I believe them to be accurate.  22 

Although the information I have described also is present in Ms. Schmidt’s 23 
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attachments, I have presented this information in the attachments to my update 1 

testimony for the convenience of those reviewing it. 2 
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III. UPDATED AFFILIATE EXPENSES FOR THE 1 
BUSINESS SYSTEMS CLASS OF SERVICES 2 

A. Summary of Affiliate Expenses for the Business Systems Class of 3 
Services 4 

Q. What is the dollar amount of the Updated Test Year XES expenses that SPS 5 

requests, on a total company basis, for the Business Systems affiliate class? 6 

A. The following table summarizes the dollar amount of the actual Updated Test 7 

Year XES expenses for the Business Systems affiliate class.   8 

Table DCH-RR-U1 9 

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

Class of Services 
Total XES Class 

Expenses 
Requested 
Amount 

% Direct 
Billed 

% Allocated 

Business Systems $286,825,478 $35,566,252 16.18% 83.82% 

Total XES Class Expenses 

 

Dollar amount of total Updated Test Year 
expenses that XES charged to all Xcel Energy 
Inc. (“Xcel Energy”) companies for the services 
provided by this affiliate class.  This is the 
amount from Column E in Attachment 
DCH-RR-UA. 

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

Requested dollar amount of XES expenses to 
SPS (total company) for this affiliate class after 
exclusions and pro forma adjustments.  This is 
the amount from Column K in Attachment  
DCH-RR-UA. 

% Direct Billed The percentage of SPS’s requested XES 
expenses (total company) for this class that were 
billed 100% to SPS. 

% Allocated The percentage of SPS’s requested XES 
expenses (total company) for this class that were 
allocated to SPS. 
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Q. Please describe the updated attachments that support the information 1 

provided on Table DCH-RR-U1. 2 

A. Attachments DCH-RR-UA through DCH-RR-UD present the updated 3 

information about the requested SPS affiliate expenses for the Business Systems 4 

affiliate class.  The detailed descriptions for Attachments DCH-RR-A through 5 

DCH-RR-D that were provided in my direct testimony remain applicable to these 6 

updated attachments.   7 

Q. Are there updated exclusions for the Business Systems affiliate class?  8 

A. Yes.  The actual exclusions are provided on Attachment DCH-RR-UC. 9 

Q. Are there updated pro forma adjustments to SPS’s per book expenses for the 10 

Business Systems affiliate class? 11 

A. Yes.  As I mentioned in my direct testimony, pro forma adjustments are revisions 12 

to Updated Test Year expenses for known and measurable changes.  Pro forma 13 

adjustments are shown on Attachment DCH-RR-UA, Column J, and on 14 

Attachment DCH-RR-UB, Column M.  The details for the pro forma adjustments, 15 

including the witness or witnesses who sponsor each pro forma adjustment, are 16 

provided in Attachment DCH-RR-UD.   17 

Q. Attachment DCH-RR-UD shows that you sponsor pro forma adjustments for 18 

expenses for the Business Systems affiliate class during the Updated Test 19 

Year that result in a net decrease for the Business Systems affiliate class of 20 

$1,643.  Please explain the adjustments. 21 

A. The adjustments that I sponsor remove alcohol expense (a decrease of $72.88); 22 

remove costs not benefitting SPS (a decrease of $1,121.21); and remove costs for 23 

life events (a decrease of $449.19). 24 
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C. The Business Systems Class of Services are Provided at a 1 
Reasonable Cost 2 

Q. What is the purpose of this section of your update testimony? 3 

A. In this section of my direct testimony, several numbers were based on estimates 4 

for the Update Period.  In this update testimony, I replace those estimates with 5 

actual numbers, and explain that the actual costs for the Business Systems affiliate 6 

class are reasonable. 7 

1. Additional Evidence  8 

Q. Is there additional support for a portion of the expenses that you present in 9 

this testimony?   10 

A. Yes.  Of the Updated Test Year costs for the Business Systems class, 18.87% are 11 

compensation and benefits costs for XES personnel.  SPS witnesses Michael T. 12 

Knoll and Richard R. Schrubbe establish that the level of Xcel Energy’s 13 

compensation and benefits is reasonable and necessary.   14 

3. Cost Trends   15 

Q. Please state the dollar amounts of the actual charges (per book) from XES to 16 

SPS for the Business Systems class of services for the three fiscal years 17 

preceding the end of the Updated Test Year and the charges (per book) for 18 

the Updated Test Year.   19 

A. The following table shows, for the fiscal years 2016, 2017, and 2018 (calendar 20 

years), and for the Updated Test Year, the actual per book affiliate charges 21 

(Column I on Attachment DCH-RR-UA) from XES to SPS for the services 22 

grouped in the Business Systems affiliate class:  23 
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Table DCH-RR-U2 1 

 (Per Book) Charges Over Time 

Class of 
Services 

2016 2017 2018 
Updated Test 

Year 
(Estimated) 

Updated Test 
Year 

(Actual) 

Business 

Systems 
$28,586,130 $30,358,428 $34,029,860 $35,098,694 $35,850,227 

 
4. Staffing Trends 2 

Q. Please provide the staffing levels for the Business Systems class of services for 3 

the three fiscal years preceding the end of the Updated Test Year and the 4 

Updated Test Year. 5 

A. The following table shows, for the fiscal years 2016, 2017, and 2018 (calendar 6 

years) and for the Updated Test Year, the average of the end of month staffing 7 

levels for the Business Systems class of services. 8 

     Table DCH-RR-U3 9 

 Average of End of Month # of Staff 

Class of 
Services 

2016 2017 2018
Updated Test 

Year 
(Estimated) 

Updated Test Year 
(Actual) 

Business 

Systems   
230 290 358 376 399 

Q. Has the trend in average end of month staff between 2018 and the Updated 10 

Test Year changed with the replacement of the estimated headcount with the 11 

actual headcount? 12 

A. Consistent with my direct testimony, the numbers continue to show an increase in 13 

the average end of month staff, primarily due to insourcing network support 14 
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functions. As I noted in my direct testimony, the increase in average staffing 1 

levels from 2016 to 2018 was due to an initiative by Business Systems to insource 2 

IT operations that were previously provided by outside contractors. The 3 

insourcing of network support is a continuation of this initiative. I described the 4 

reasons for insourcing in my direct testimony. 5 

D. The Costs for the Business Systems Class of Services are Priced in 6 
a Fair Manner 7 

Q. Have any of the predominant allocation methods for the Business Systems 8 

affiliate operation and maintenance expenses changed? 9 

A. No.  The predominant allocation methods have remained the same, but the 10 

percentages and amounts have changed as follows:  11 

Table DCH-RR-U4 12 

Allocation Method 

Estimated Percentage 
of XES charges to 

SPS/Amount 
Requested  

(total company) in 
Direct Testimony 

Actual Percentage of 
XES charges to 

SPS/Amount 
Requested  

(total company) in 
Update Filing 

Number of Computers 30.92%/$10,827,256 30.17%/$10,729,044

Average of a Select Set of 
Software Allocators 

26.10%/$9,140,739 25.46%/$9,055,572

Direct Billing 15.11%/$5,290,630 16.18%/$5,754,693

Average of all Software 
Percentages 

7.15%/$2,505,569 7.33%/$2,607,027

Number of Phones, Radios, 
and Computers 

6.74%/$2,394,967 7.20%/$2,560,136

Assets, Revenue, Number of 
Employees 

3.08%/$1,079,187 3.04%/$1,080,061

Electric Transmission Plant 2.30%/$805,321 2.22%/$788,776
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Allocation Method 

Estimated Percentage 
of XES charges to 

SPS/Amount 
Requested  

(total company) in 
Direct Testimony 

Actual Percentage of 
XES charges to 

SPS/Amount 
Requested  

(total company) in 
Update Filing 

Electric Production 
Plant/Electric Transmission 
Plant/Electric Distribution 
Plant 

2.09%/$732,969 2.05%/$729,625

Number of Meters/Number 
of Residential Contacts 
handled by Call Centers 

1.83%/$641,585 1.92%/$683,710

Number of Employees 1.09%/$415,032 1.10%/$391,525
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VI.     BUSINESS SYSTEMS CAPITAL PROJECTS PLACED IN SERVICE 1 
BETWEEN APRIL 1, 2019 AND JUNE 30, 2019 2 

Q. Has SPS updated the Business Systems-related capital costs for projects 3 

placed in service between the end of the Test Year and June 30, 2019, which 4 

is the end of the Updated Test Year? 5 

A. Yes.  SPS seeks to include in rate base the cost of capital additions placed in 6 

service during the Update Period, and I included estimated costs for those capital 7 

additions expected to be placed in service during the Update Period in my direct 8 

testimony.  Attachment DCH-RR-U3 provides SPS’s actual total company costs 9 

for the Business Systems-related capital projects, including affiliate costs.  For the 10 

reasons provided in my direct testimony, the costs included in Attachment 11 

DCH-RR-U3 are reasonable, necessary, and prudently incurred. 12 

Q. Does this conclude your pre-filed update testimony? 13 

A. Yes. 14 
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