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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term

Meaning

FERC
native costs or SPS costs

NERC

O&M

Operating Companies

Operating Company
PTT

SAIDI

SPP

SPS

Test Year

Total Company or total
company

Update Period

Updated Test Year

Xcel Energy
XES

Foster Direct — Revenue Requirement

Federal Energy Regulatory Commission
costs for services provided by SPS employees

North American Electric Reliability
Corporation

operation and maintenance

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

One of the Operating Companies
Productivity Through Technology

System Average Interruption Duration Index
Southwest Power Pool, Inc.

Southwestern Public Service Company, a New
Mexico corporation

April 1, 2018 through March 31, 2019

Total SPS (before jurisdictional allocation)

April 1, 2019 through June 30, 2019
July 1, 2018 through June 30, 2019

Xcel Energy Inc.

Xcel Energy Services Inc.

Page 2

RR 4 - Page 221 of 693

02030



LIST OF ATTACHMENTS

Attachment Description
PDF-RR-1 SPS Transmission Operation and Maintenance
Expenses

(Filename: PDF-RR-1.xlIsx)

PDF-RR-2 Organization Chart - Transmission
(Non-native format)

PDF-RR-A Summary of XES Expenses to SPS by Affiliate
(Updated Test Year)  Class and Billing Method
(Filename: PDF-RR-ABCD.xIsx)

PDF-RR-B(CD) XES Expenses by Affiliate Class, Activity, Billing
(Updated Test Year)  Method and FERC Account
(Filename: PDF-RR-ABCD.xIsx)

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

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

Foster Direct — Revenue Requirement

RR 4 - Page 222 of 693

Page 3

02031



10

11

12

13

14

15

16

17

18

19

20

DIRECT TESTIMONY
OF
PERRY D. FOSTER

I.  WITNESS IDENTIFICATION AND QUALIFICATIONS

Please state your name and business address.

My name is Perry D. Foster. My business address is 790 South Buchanan Street,
Amarillo, Texas 79101.

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 electric utility subsidiary of Xcel
Energy Inc. (“Xcel Energy”).

By whom are you employed and in what position?

| am employed by SPS, as Regional Director, Substation Operations and
Maintenance.

Please briefly outline your responsibilities as Regional Director, Substation
Operations and Maintenance.

| am responsible for the operation and maintenance (“O&M”) of SPS’s
transmission and distribution substations in Texas and New Mexico, and
transmission-only facilities in Oklahoma and Kansas.

Please describe your educational background.

| received a Bachelor of Business Administration degree from Oklahoma
Panhandle State University. | also received an Associate in Applied Science

degree from Amarillo College.
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Please describe your professional experience.

I have worked in the electric utility industry since 1989. All of my experience has
been with Xcel Energy and its predecessor companies. From 1989 to 1992, |
worked as a meter reader for SPS. From 1992 to 1993, | worked in the Substation
Construction Department. From 1993 to 2003, | worked in the Substation
Operations and Maintenance Department as a Substation Electrician. From 2003
to 2009, | was a Relay Technician in the SPS System Protection Department. In
2009, | was promoted to Manager of SPS’s System Protection Department. In
2016, | was promoted to my current position as Regional Director, Substation
Operations and Maintenance.

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

Yes. Over my career, | have taken numerous courses related to electric utilities
and related issues including courses for protective relay testing certification, and
continuing education for journeyman electricians.

Do you hold any professional licenses?

Yes. | hold a State of Texas Journeyman Electrician License.

Are you a member of any professional organizations?

Yes. |1 am a Member of the Institute of Electrical and Electronics Engineers.
Have you previously filed testimony before any regulatory authority?

Yes. In Docket No. 45524 before the Public Utility Commission of Texas, |
assumed the testimony of M. Chance Hedger, and in Docket No. 47527, | filed
testimony, both regarding O&M and administrative and general expenses relating

to the Transmission & Substations class of services.
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1. ASSIGNMENT AND SUMMARY OF TESTIMONY AND
RECOMMENDATIONS

What is your assignment in this proceeding?
| support the Updated Test Year (July 1, 2018 through June 30, 2019)' O&M
expenses and the administrative and general expenses related to activities and
work performed for Transmission & Substations by: (1) SPS employees to
provide electric service (also referred to as “native SPS costs”); and (2) the
Transmission & Substations class of affiliate services.

In regard to SPS’s native transmission O&M costs,” my testimony will:

e describe the types of services provided;

e explain how the services are reasonable and necessary for SPS’s
operations; and

e support the costs as reasonable and necessary for rate recovery
purposes.

In regard to the Transmission & Substations affiliate class, my testimony
will:
e describe the services included in the class;

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

! The Test Year in this case is April 1, 2018 through March 31, 2019, and the Update Period is
April 1, 2019 through June 30, 2019. The Updated Test Year consists of the last nine months of the Test
Year and the three months in the Update Period. In addition to supporting the Updated Test Year costs, |
have also reviewed the costs for the first three months of the Test Year for the class | support and find those
costs to be reasonable.

2 SPS witness Arthur P. Freitas also addresses SPS native transmission O&M expenses,

specifically those expenses: (1) incurred to manage reliability coordination, which are recorded in the
Federal Energy Regulatory Commission (“FERC”) 561 series of accounts; (2) payable to others for the
transmission of electricity over transmission facilities owned by others, which are recorded in FERC
Account 565; and (3) incurred for other market administration activities, which are recorded in the FERC
575 series of accounts. Thus, Mr. Freitas addresses SPS native transmission O&M expenses related to
Southwest Power Pool, Inc. (“SPP”) market operations and transmission wheeling.
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e explain that the costs for those services are reasonable and necessary;

e explain that these services do not duplicate services that SPS provides
to itself through its own employees or that are provided from any other
source; and

e explain that charges from Xcel Energy Services Inc. (“XES”), the
service company subsidiary of Xcel Energy, to SPS for those services
are no higher than the charges to SPS affiliates for the same or similar
services.

Please summarize the recommendations and conclusions in your testimony.

The amounts included in Attachment PDF-RR-1 represent, at a total company
level (total SPS before jurisdictional allocation, “total company” or “Total
Company”), reasonable and necessary transmission O&M costs incurred directly
by SPS—i.e., SPS native costs—to support SPS’s ability to provide safe and
reliable electric service to its Texas retail customers. The affiliate charges to SPS
are included in Attachments PDF-RR-A through PDF-RR-D, and addressed in
more detail in Section IV of my testimony. The estimated total company Updated
Test Year costs that SPS seeks to recover for the services of the Transmission &
Substations affiliate class of $9,465,322° are reasonable and necessary because

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

e The costs are for services for the planning, siting, design, construction,
operation, and maintenance of SPS’s transmission assets.

e The services are necessary to ensure that the transmission system,
which is essential to bringing safe and reliable electric service to SPS’s
customers, is appropriately operating and maintained.

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

% This dollar amount reflects nine months of actual costs and three months of estimated costs.
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e SPS does not provide these services for itself, and the services do not
duplicate services provided by others.

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

You mention that certain costs that you present in your testimony are
estimates. Please explain why this is the case and what items are estimates.
As explained by SPS witness William A. Grant, SPS will be using an Updated
Test Year in this case. SPS’s initial filing presents actual O&M expenses for the
Test Year (April 1, 2018 through March 31, 2019) and estimated information for
the time period of April 1, 2019 through June 30, 2019, which is the Update
Period. Accordingly, the first nine months of SPS’s Updated Test Year (i.e., July
2018 through March 2019) consist of actual cost information and the last three
months (i.e., April through June 2019) contain estimated cost information. For
this reason, certain SPS witnesses refer to the Updated Test Year in direct
testimony as the “estimated Updated Test Year.”

Regarding the Transmission & Substations affiliate costs | support, as
explained by SPS witness Melissa L. Schmidt, actual figures for April and May
2019 have been provided and June 2019 figures have been estimated based on the
forecasted budget. However, these expenses have not gone through the full pro
forma adjustment review process. With respect to the Transmission &
Substations native costs that | support, the actual costs for April and May 2019

have been provided and June 2019 figures have been estimated based on the

forecasted budget.
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Will your testimony be updated to replace the estimated costs that you
present and support with actual costs?
Yes. SPS will file an update 45 days after the application has been filed. The
update will provide actual costs to replace the estimates provided in the
application for the Update Period. As part of that process, my Attachments
PDF-RR-A through D will be updated to remove estimates of Transmission &
Substations affiliate O&M expenses incurred by SPS during the Updated Test
Year and then replace those estimates with actual expenses, which will be used to
establish SPS’s base rates in this case.

Additionally, my Attachment PDF-RR-1 will be updated with the actual
native costs incurred during the Updated Test Year.
Were Attachments PDF-RR-1, PDF-RR-2, and PDF-RR-A through
PDF-RR-D prepared by you or under your direct supervision and control?
Yes, as to Attachment PDF-RR-2. Attachment PDF-RR-1 was prepared by Mr.
Freitas and his staff and is based on the cost of service study. My staff and | have
reviewed this attachment and | believe it is accurate. Attachments PDF-RR-A
through PDF-RR-D were prepared by Ms. Schmidt and her staff. My staff and |
have reviewed these attachments and | believe them to be accurate. Although the
same information provided in Attachments PDF-RR-A through PDF-RR-D is
presented in Ms. Schmidt’s Attachments MLS-RR-A through MLS-RR-D, | have
presented this information in my testimony for the convenience of those

reviewing my testimony.
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TRANSMISSION & SUBSTATIONS-RELATED ACTIVITIES AND
TOTAL O&M COSTS

What are the types of charges included in SPS’s requested level of
Transmission & Substations-related expenses?

Transmission & Substations-related O&M expenses, within the Transmission
business area, include both native SPS costs and affiliate charges. SPS’s native
costs are those costs incurred directly by SPS associated with the provision of
electric service to customers. These costs include labor, materials, and other non-
fuel O&M costs. For example, the salaries of the SPS employees who perform
transmission functions are native costs. These include system operators,
engineers, journeyman linemen, journeyman electricians, relay technicians, heavy
equipment operators, mechanics, truck drivers, apprentices, working foremen,
office support, and in most instances their immediate supervisors. SPS’s native
costs are included in Attachment PDF-RR-1, at a total company level.

Affiliate expenses are those associated with services provided by XES to
SPS. XES is a centralized service company and the charges for its services must
be provided “at cost,” or without profit. These services are in addition to, and not
duplicative of, the services that SPS employees provide. Finally, affiliate O&M
expenses also include charges to SPS from other Operating Companies or
affiliated interests. Similar to the charges from XES, these services are charged to
SPS “at cost” and generally involve emergency services, such as storm restoration
activities. Ms. Schmidt provides additional details regarding the methodology of

charging affiliate costs to SPS from XES and other affiliated interests.
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What are the types of services and costs specifically associated with the

Transmission business area?

The Transmission business area provides a wide range of services that are

necessary to support SPS’s ability to provide electric service to its Texas and New

Mexico retail customers. Within this business area, XES and SPS employees

have separate roles and responsibilities, but work in coordination with each other

and under the direction of the XES Transmission business area management to

provide types of services including:

Native Services and Affiliate Class Oversight Services:

Managing and directing the O&M of transmission lines and
substations located in the Texas Panhandle, eastern and southeastern
New Mexico, the Oklahoma Panhandle, and southwestern Kansas.
The transmission system has transmission lines and substations that
operate at 345, 230, 115, and 69 kilovolts. These duties are performed
by SPS, with certain high-level management roles performed by the
affiliate class separate from the management provided by SPS
employees.

Managing and directing the Operations Center in Amarillo, Texas,
which provides round-the-clock operation of the SPS transmission
system. The Operations Center monitors load and generation balance,
monitors and controls the transmission system, dispatches switching
for equipment maintenance, dispatches outage restoration efforts,
maintains and drills emergency operations plans, coordinates
operations with electrically-adjacent utilities, and participates in
regional reliability activities. These duties are performed by SPS, with
certain high-level management roles performed by the affiliate class
separate from the management provided by SPS employees.

Providing maintenance and operations engineering. These duties are
performed by SPS, with certain high-level management roles
performed by the affiliate class separate from the management
provided by SPS employees.

Coordinating with SPP on operations, scheduling, and system
development; monitoring the activities of SPP with regard to the
impact on the SPS transmission system; providing input to SPP
planning, and developing and executing strategic initiatives. These
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duties are performed by SPS, with certain high-level management
roles performed by the affiliate class separate from the management
provided by SPS employees.

Affiliate Services Only:

Providing engineering and design services, system protection services,
right-of-way procurement, and project management services for capital
project development.

Managing transmission system planning, interconnection contracts,
and physical projects necessary to interconnect new generation and
new end-use customers to the grid.

Providing oversight of compliance tracking with respect to the North
American Electric Reliability Corporation (“NERC”) and Electric
Reliability Organization standards; managing the Transmission O&M
budget; and providing oversight of the Transmission Resource
Optimization initiative.

Tracking performance, providing technical training, establishing
maintenance criteria, and establishing standards for the transmission
system (including both lines and substations), the electric distribution
system (including both lines and substations), and the metering
functions of the transmission and distribution electrical system.

Managing the corporate-wide Transmission organization.

Are the services and associated O&M costs related to the Transmission

business area necessary and reasonable for SPS’s operations?

Yes. The services provided by the Transmission business area are necessary to

ensure that the transmission system, which is essential to bringing safe and

reliable electric service to SPS’s customers, is appropriately operated and

maintained. As | noted above, the costs for these services are made up of both

native costs and affiliate charges. These costs include labor, materials, and other

non-fuel O&M costs. SPS witnesses Michael T. Knoll and Richard R. Schrubbe

provide testimony regarding labor and benefits costs, SPS witness Gary J. O’Hara

provides testimony about sourcing and procurement of goods and services, and
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Ms. Schmidt provides testimony regarding the methodology of billings for labor
and labor-related overheads. Starting in the next section of my testimony, |
discuss affiliate O&M charges to SPS for Transmission & Substation-related

activities in more detail.
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IV. AFFILIATE EXPENSES FOR THE TRANSMISSION &
SUBSTATIONS CLASS OF SERVICES

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

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

Which affiliate class do you sponsor?

| sponsor the Transmission & Substations class of affiliate services.

Summary of Affiliate Expenses for the Transmission &
Substations Class of Services

Where does the Transmission & Substations affiliate class fit into the overall
affiliate structure?

Attachment MLS-RR-6 to Ms. Schmidt’s direct testimony provides a list and a
pictorial display of all affiliate classes, dollar amounts for those classes, and
sponsoring witness for each class. As seen on that attachment, the Transmission
& Substations affiliate class was part of the Transmission business area during the
Updated Test Year. Attachment PDF-RR-2 to my testimony is an organization

chart showing the Transmission organization.
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What services are grouped into the Transmission & Substations affiliate
class?

The services that are grouped into the Transmission & Substations affiliate class
include the planning, siting, design, construction, operation, and maintenance of
transmission assets.

What is the dollar amount of the Updated Test Year XES charges that SPS
requests, on a total company basis, for the Transmission & Substations
affiliate class?

The following table summarizes the dollar amount of the estimated Updated Test
Year XES charges for the Transmission & Substations affiliate class. 1 will
update the table below as part of SPS’s 45-day case update filing to reflect the
actual Updated Test Year costs for the Business Systems affiliate class.

Table PDF-RR-1

Requested Amount of XES Class
Expenses Billed to SPS (Total

Company)
. Total XES i
Class of Services 0
Class Requested % I;)wect % Allocated
Amount Billed
Expenses

Transmission &

0 0
Substations $39,516,244 | $9,465,322 | 61.05% 38.95%

Total XES Class Dollar amount of total Updated Test
Expenses Year expenses that XES charged to all
Xcel Energy companies for the services
provided by this affiliate class. This is
the amount from Column E in
Attachment PDF-RR-A.
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Requested Amount of Requested dollar amount of XES

XES Class Expenses expenses to SPS (total company) for this
Billed to SPS (Total affiliate class after exclusions and pro
Company) forma adjustments. This is the amount
from Column K in Attachment
PDF-RR-A.
% 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.

Please describe the attachments that support the information provided on
Table PDF-RR-1.

There are four attachments to my testimony that present information about the
requested SPS affiliate expenses for the Transmission & Substations affiliate
class.

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

for this class during the Updated Test Year. The portion of the summary specific
to billings to SPS starts with the total of the XES expenses to SPS for the services
provided by this affiliate class and ends with the requested dollar amount of XES
expenses to SPS (total company) for this affiliate class after exclusions and pro

forma adjustments. The columns on this attachment provide the following

information.
Column A— Line No. Lists the Attachment line numbers.
Column B —  Affiliate Class Lists the affiliate class.
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Column C —  Billing Method (Cost  Shows the billing method that XES
Center) uses to charge the expenses to the
affiliates, and the billing method short
title. In her direct testimony, Ms.
Schmidt explains the billing methods
and defines the codes.
Column D —  Allocation Method Shows the allocation method applicable
to the billing method (cost center).
Column E—  Total XES Billings Shows XES billings to all legal entities
for Class to all Legal  for the affiliate class.
Entities (FERC Acct.
400-935)

Column F—  XES Billing for Class Shows XES billings to all legal entities
to all Legal Entities except SPS for the affiliate class.
Except for SPS
(FERC Acct. 400-
935)

Column G —  XES Billings for Shows XES billings to SPS (total
Class to SPS (Total company) for the affiliate class.
Company) (FERC
Acct. 400-935)

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

Column | —  Per Book Shows XES billings to SPS (total
company), for the affiliate class, after
the exclusions shown in Column H.
The dollar amount in Column [ is
Column G plus Column H.

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

Column L —

Requested Amount
(Total Company)

% of Class Charges

Shows the requested amount (total
company) for the affiliate class. The
dollar amount in Column K is Column |
plus Column J.

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

In her direct testimony, Ms. Schmidt provides a consolidated summary of

affiliate expenses billed to SPS for all classes during the Test Year and the

Updated Test Year.

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

for the Transmission & Substations affiliate class that are summarized on

Attachment PDF-RR-A. The detail shows the XES expenses billed to SPS for the

Transmission & Substations affiliate class, itemized by the amount, with each

expense listed by individual activity, and billing method (cost center). When

summed, these amounts tie to the amounts shown on Attachment PDF-RR-A, and

the detail regarding the expenses is organized to support that attachment.

Specifically, the columns on this attachment provide the following information.

Column A— Line No. Lists the Attachment line numbers.
Column B —  Legal Entity Shows the legal entity (Xcel Energy or
Receiving XES one of its subsidiaries) that received the
Expenses XES expense.
Column C —  Affiliate Class Lists the affiliate class.
Column D —  Cost Element Provides the cost element number.
Column E—  Activity Provides a short title for the activity.
Column F—  Billing Method Identifies the billing method and short
(Cost Center) title. In her direct testimony, Ms.
Schmidt explains the billing methods
and defines the codes.
Foster Direct — Revenue Requirement Page 18
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Column G —

Column H —

Column | —

Column J —

Column K —

Column L —

FERC Account

Total XES Billings
for Class to all Legal

Entities (FERC Acct.

400-935)

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

XES Billings for
Class to SPS (Total

Company) (FERC
Acct. 400-935)

Exclusions

Per Book

Foster Direct — Revenue Requirement

Shows the FERC Account in which the
expense was recorded for the operating
companies.

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

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

Shows the itemized amount of the listed
XES expense that was billed to SPS for
the affiliate class. Therefore, the sum of
this column provides total billings to
SPS and ties to the total dollar amount
for the affiliate class in Column G of
Attachment PDF-RR-A.

Shows the total dollars excluded from
Column J. The total dollar amount for
the affiliate class in Column K ties to
the total dollar amount for the affiliate
class in Column H of Attachment
PDF-RR-A.

Shows XES billings to SPS (total
company) for the affiliate class after the
exclusions shown in Column K. The
dollar amount in Column L is Column J
plus Column K. The total dollar amount
for the affiliate class in Column L ties to
the total dollar amount for the affiliate
class in Column | of Attachment PDF-
RR-A.
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Column M —

Column N —

Pro Formas

Requested Amount
(Total Company)

Shows the dollar amount of pro forma
adjustments to the dollar amount in
Column L. The total dollar amount for
the affiliate class in Column M ties to
the total dollar amount for the affiliate
class in Column J of Attachment
PDF-RR-A.

Shows the requested amount (total
company) for the affiliate class. The
dollar amount in Column N is Column L
plus Column M. The total dollar
amount for the affiliate class in Column
N ties to the total dollar amount for the
affiliate class in Column K of
Attachment PDF-RR-A.

Ms. Schmidt also provides a consolidated summary of this information for

all affiliate classes during the Test Year and the Updated Test Year.

Attachment PDF-RR-C:

Both Attachments PDF-RR-A and

PDF-RR-B(CD) show exclusions to the XES expenses billed to SPS for the

Transmission & Substations affiliate class (Attachment PDF-RR-A, Column H;

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

about those exclusions listed on Attachments PDF-RR-A and PDF-RR-B(CD).

The columns on Attachment PDF-RR-C provide the following information.

Column A —

Column B —

Column C —

Column D —

Column E —

Line No.
Affiliate Class

FERC Account

Explanations for
Exclusions

Exclusions (Total
Company)

Lists the Attachment line numbers.
Lists the affiliate class.

Identifies the FERC Account and
FERC Account description for the

expense that has been excluded.

Provides a brief rationale for the
exclusion.

Shows the dollar amount of the
exclusion.
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In her direct testimony, Ms. Schmidt describes the calculations underlying
the exclusions.

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

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

provide the following information.

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

FERC Account description affected by
the pro forma adjustment.

Column D —  Explanations for Pro  Provides a brief rationale for the pro
Formas forma adjustment.
Column E—  Sponsor Identifies the witness or witnesses who

sponsor the pro forma adjustment.

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

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

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

costs to SPS.
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Are there any exclusions to the XES billings to SPS for the Transmission &
Substations affiliate class?

Yes. As | mentioned earlier, exclusions reflect expenses not requested, such as
expenses not allowed or other below-the-line items. Exclusions are shown on
Attachment PDF-RR-A, Column H, and on Attachment PDF-RR-B(CD),
Column K. The details for the exclusions are provided in Attachment PDF-RR-C.
Ms. Schmidt describes how the exclusions were calculated. In SPS’s 45-day case
update, I will present an updated Attachment PDF-RR-C that will provide actual
exclusions to replace any estimated exclusions included my original attachment.
Are there any pro forma adjustments to SPS’s per book expenses for the
Transmission & Substations affiliate class?

Yes. As | mentioned earlier, pro forma adjustments are revisions to Updated Test
Year expenses for known and measurable changes. Pro forma adjustments are
shown on Attachment PDF-RR-A, Column J, and on Attachment
PDF-RR-B(CD), Column M. The details for the pro forma adjustments, including
the witness or witnesses who sponsor each pro forma adjustment, are provided in
Attachment PDF-RR-D. Given the time of SPS’s initial filing, only the first nine
months of the Updated Test Year have completed the full pro forma adjustment
review process. In SPS’s 45-day case update, I will present an updated
Attachment PDF-RR-D that will complete the full pro forma adjustment review

process for the last three months of the Updated Test Year.
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Attachment PDF-RR-D shows that you sponsor pro forma adjustments for
expenses for the Transmission & Substations affiliate class during the first
nine months of the Updated Test Year that result in a decrease for the
Transmission & Substations affiliate class of $22,830. Please explain the
adjustments.

The adjustments | sponsor remove costs not benefitting SPS (a decrease of
$19,439); foreign travel (a decrease of $1,366); and other life events (a decrease
of $2,025).

The Transmission & Substations Class of Services are Necessary
Services

Are the services that are grouped in the Transmission & Substations affiliate
class necessary for SPS’s operations?

Yes. The services grouped in the Transmission & Substations affiliate class are
necessary to ensure that the transmission system, which is essential to bringing
safe and reliable electric service to SPS’s customers, is appropriately operated and
maintained. They are functions required by all utilities and without which SPS
would not be able to provide electric service to its customers.

What are the specific services that are provided to SPS by the Transmission
& Substations affiliate class?

The specific services that are provided to SPS by the Transmission & Substations
affiliate class were discussed in Section I1l of my testimony. Please refer to the

services specific of the affiliate class in that section.
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Are any of the Transmission & Substations class of services that are provided
to SPS duplicated elsewhere in XES or in any other Xcel Energy subsidiary
such as SPS itself?

No. Within XES, none of the services grouped in the Transmission & Substations
affiliate class are duplicated elsewhere. No other Xcel Energy subsidiary
performs these services for the Operating Companies. In addition, SPS does not
perform these services for itself. Although there are both XES and SPS
employees in the Transmission organization, the SPS employees do not perform
the same activities as the XES employees and they have separate responsibilities
and roles. Section Il of my testimony discussed the activities of the XES and
SPS employees. The services provided by the SPS employees are not duplicative
of services provided by XES employees, although they work in coordination with
and under the direction of the XES Transmission business area management.

Do SPS’s Texas retail customers benefit from the services that are part of the
Transmission & Substations class of services?

Yes. The services of the Transmission & Substations affiliate class benefit SPS’s
customers by supporting the safe and reliable transmission of energy resources
from the generators to the distribution system. For example, the Transmission
Line Performance department monitors reliability performance and develops
reliability improvement plans for the transmission lines that are used to transport
electricity to SPS’s customers. The plan developed by the department for 2013
through 2018, includes reliability improvement initiatives that are focused on:
patrol-based end-of-life replacements on transmission structures and transmission

switches; individual circuit renewal and refurbishment on the worst performing
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circuits; and adding or upgrading transmission lines and developing mitigation
plans to improve reliability on high usage lines.

Similarly, the Substation System Performance department monitors
reliability performance and develops reliability improvement plans for the
transmission and distribution substations that are necessary for providing
electricity to SPS’s customers. The plan for 2013 through 2018 includes
reliability improvement initiatives focused on: infrastructure renewal with the
replacement of equipment that is at or near end of life; prioritized maintenance of
transmission and distribution circuit breakers, transmission and distribution
transformers, distribution voltage regulators, and transmission instrument
transformers that are deemed to present the highest risk to the system; installation
of substation animal deterrent systems; upgrades of substation perimeter fences;
installation of protective schemes to allow reclosing after bus faults caused by
animals; and installation of additional Remote Terminal Units at distribution
substations. Ongoing maintenance activities include the performance of condition
assessments on relay protection schemes and batteries, and diagnostics on circuit
breakers, transformers, and regulators.

What are the trends with regard to the reliability statistics for the SPS
transmission system?

The primary reliability metric tracked is the System Average Interruption
Duration Index (“SAIDI), which is defined as the average number of minutes
that a customer is interrupted in a given time period due to an outage. SAIDI is
tracked at several levels, including distribution line, distribution substation,

transmission line, and transmission substation. Table PDF-RR-2 (on the next
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page) reflects the SAIDI for the previous five years for transmission lines and all
substations.

Table PDF-RR-2*

Year | Transmission | Transmission | Distribution | Total Transmission
Line Substation Substation & Substation

SAIDI SAIDI SAIDI SAIDI

2018 3.95 1.55 8.41 13.90

2017 10.91 4.35 1.42 16.68

2016 8.20 3.65 6.95 18.80

2015 10.91 3.44 11.65 26.00

2014 7.52 2.59 5.18 15.30

Mild weather positively impacted SAIDI numbers from 2016 to 2018.
The 2018 SAIDI for transmission lines and substations totaled 13.90 minutes
which was a decrease of 2.78 minutes over the 2017 level. The 2017 SAIDI for
transmission lines and substations totaled 16.68 minutes which was a decrease of
2.12 minutes over the 2016 level. The 2016 SAIDI for transmission lines and
substations totaled 18.80 minutes which was a decrease of 7.20 minutes over the
2015 level. The 2015 SAIDI for transmission lines and substations totaled 26.00
minutes which was an increase of 10.70 minutes over the 2014 level. 2015 was a
particularly stormy year which resulted in a substantial number of outages coded
as “unknown.”  “Unknown” is frequently associated with high wind and
lightning. Failure of lightning arrestors was also very high in 2015 compared to
2014 and 2016. Although arrestors help to mitigate outages and prevent
equipment failure, sometime arrestors can fail after heavy weather and can cause

an outage. The 2014 SAIDI for transmission lines and substations totaled 15.30

2013.

* Table PDF-RR-2 is based on the new corporate normalization method effective as of the end of
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minutes. Weather conditions in 2014 were mild, and the resulting total

transmission and substation SAIDI for that year reflects that phenomenon.

The Transmission & Substations Class of Services are Provided at
a Reasonable Cost

Are the costs of the Transmission & Substations class of services reasonable?
Yes. The costs of the Transmission & Substations class of services are
reasonable. XES provides these services on a consolidated basis, which provides
SPS with the benefit of a pool of talented professionals, economies of scale, and
the distribution of the consolidated costs among the Operating Companies. By
managing these functions through XES, resources are used as efficiently as
possible across the Operating Companies’ Transmission organization, resulting in
lower costs overall.

1.  Additional Evidence
Is there additional support for a portion of the expenses that you present in
this testimony?
Yes. Of the estimated Updated Test Year costs for the Transmission &
Substations class, 66.33% are compensation and benefits costs for XES personnel.
Mr. Knoll and Mr. Schrubbe establish that the level of Xcel Energy’s
compensation and benefits is reasonable and necessary.

2. Budget Planning
Is a budget planning process applicable to the Transmission & Substations
class of affiliate costs?
Yes. Annual O&M budgets are created for the Transmission business area, which

includes the Transmission & Substations class of affiliate costs, using guidelines
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developed at the corporate level. Each manager within the Transmission
organization carefully reviews historical spend information, identifies changes
that will be coming in the future, and analyzes the costs associated with those
changes prior to submitting a proposed budget. The budgeting process is
discussed in more detail by SPS witness Adam R. Dietenberger.

During the fiscal year, does the Transmission business area monitor its actual
expenditures versus its budget?

Yes. Actual versus expected expenditures are monitored on a monthly basis by
management within each department of the Transmission organization.
Deviations are evaluated each month to ensure that costs are appropriate. In
addition, action plans are developed to mitigate variations in actual to budgeted
expenditures.  These mitigation plans may either reduce or delay other
expenditures so that overall spending complies with the authorized budget.

Are employees within the Transmission business area held accountable for
deviations from the budget?

Yes. All management employees in the Transmission business area have specific
budgetary targets that are measured on a monthly basis to ensure adherence to the
targets and provide for action plan development to address variances. All XES
Transmission management employees are required to manage their expenses to

support the budgetary goals established by their manager.
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3. Cost Trends

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

The following table shows, for the fiscal years 2016, 2017, and 2018 (calendar
years), the actual per book and, for the Updated Test Year, the estimated per book
affiliate charges (Column | on Attachment PDF-RR-A) from XES to SPS for the
services grouped in the Transmission & Substations affiliate class:

Table PDF-RR-3

(Per Book) Charges Over Time

Updated
Class of Services 2016 2017 2018 Test Year
(Estimated)

Transmission &

Substations $16,007,358 | $9,525,230 | $10,657,339 | $9,625,701

What are the reasons for this trend?

The decrease in cost between 2016 and the Updated Test Year can be attributed to
Xcel Energy’s overall process improvement initiatives. Over the past couple of
years the Transmission organization has focused on an initiative called
Productivity Through Technology (“PTT”), as discussed in further detail below
regarding cost control. For example, the Transmission organization has new and
improved tools which decrease the amount of time it takes to perform
maintenance activities. This, along with increased employee training on the tools,

has increased overall productivity, thereby decreasing O&M costs. Additionally,
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a new fleet management system has provided efficiencies across groups
decreasing the overall fleet usage cost.

4.  Staffing Trends
Please provide the staffing levels for the Transmission & Substations class of
services for the three fiscal years preceding the end of the Updated Test Year
and the Updated Test Year.
The following table shows, for the fiscal years 2016, 2017, and 2018 (calendar
years) and for the Updated Test Year, the average of the end of month staffing
levels for the Transmission & Substations class of services.

Table PDF-RR-4

Average End of Month # of Staff

Updated
Class of Services 2016 2017 2018 Test Year
(Estimated)

Transmission &

Substations 501 493 202 506

What are the reasons for this trend?
Average staffing levels have remained stable overall from 2016 through the
Updated Test Year. Any variation represents normal employee turnover.

5. Cost Control and Process Improvement Initiatives
Separate from the budget planning process, does the Transmission &
Substations affiliate class take any steps to control its costs or to improve its
services?
Yes. The Transmission organization has several initiatives that are focused on

driving productivity and effectiveness. For example, the PTT effort is designed to
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leverage technology and improved processes to achieve efficiencies across Xcel
Energy. For the Transmission organization, in particular, it has resulted in
efficiency gains that are realized across many of the maintenance activities that
are performed in the Operating Companies by identifying better tools for the field
forces to record and receive work activity. Additionally, better mobile tools for
reporting of labor hours and equipment conditions allow for quicker management
decisions on activities resulting in better productivity. Improved reliability
measures are possible with the increased availability of operational data that
allows for targeted maintenance activities based on current field conditions, with

the ability to transition quickly as conditions in the field warrant.

The Costs for the Transmission & Substations Class of Services
are Priced in a Fair Manner

For those costs that XES charges (either directly or through use of an
allocation) to SPS for the Transmission & Substations class of services, does
SPS pay any more for the same or similar service than does any other Xcel
Energy affiliate?

No. The XES charges to SPS for any particular service are no higher than the
XES charges to any other Xcel Energy affiliate. The costs charged for particular
services are the actual costs that XES incurred in providing those services to SPS.
A single, specific allocation method, rationally related to the costs drivers
associated with the service being provided, is used with each cost center (billing
method). In her direct testimony, Ms. Schmidt discusses the selection of billing

methods and XES’s method of charging for services in more detail.
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How are the costs of the Transmission & Substations affiliate class billed to
SPS?

My Attachment PDF-RR-B(CD) shows all of the costs in this class broken out by
activity and, in conjunction with Column C in my Attachment PDF-RR-A, shows
the billing method associated with each activity. My Attachment PDF-RR-A,
shows the allocation method (Column D) associated with each billing method
(Column C) used in the affiliate class.

In SPS’s 45-day case update, | will present updated Attachments
PDF-RR-A and PDF-RR-B(CD) so that the entries for the last three months of the
Updated Test Year provide actual data and conform to the information provided
for the first nine months. In the event the predominant billing methods and
associated allocation methods for the Transmission & Substations affiliate O&M
expenses on my updated Attachments PDF-RR-A and PDF-RR-B(CD) differ
from those discussed below, | will explain those differences in supplemental
testimony in SPS’s 45-day case update filing.

What are the predominant allocation methods used for billing the costs that
SPS seeks to recover for the Transmission & Substations affiliate class of
services?

Of the requested XES charges to SPS for this class, 99.96% were charged using
one of the following two allocation methods:

e Direct Billing — 61.05% of XES charges to SPS - $5,778,706.07; and

e Electric Transmission Plant — 38.91% of XES charges to SPS -
$3,682,594.73.
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Why is the “Direct Billing” method appropriate for assigning the costs
captured in the cost centers that use that allocation method?

For the cost centers that are assigned using the “Direct Billing” method, the costs
normally reflect work that was performed specifically for SPS only. In some
cases, however, the direct billing occurred after the application of an off-line
allocator that tracks the relevant cost drivers. In either situation, the cost centers
charged using the “Direct Billing” method are appropriate because the assignment
of costs is in accordance with the distribution of benefits for the services received.
For example, the labor and employee expense costs related to regional planning
activities for SPS’s transmission system were assigned using the “Direct Billing”
method. The cost of these services benefitted SPS, the work was performed
specifically for SPS alone, and the cost drivers were the regional planning
activities and associated load studies required for SPS. Thus, the “Direct Billing”
method is appropriate because it assigns costs in accordance with cost causation
and benefits received. For the cost centers that assign costs using Direct Billing,
the per unit amounts charged by XES to SPS are no higher than the unit amounts
billed by XES to other affiliates for the same or similar services and represent the
actual costs of the services.

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

For the cost centers charged using the “Electric Transmission Plant” method as

the allocator, the costs are driven by the transmission assets of all of the Operating
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Companies. For example, the labor costs associated with developing standards,
evaluating performance, and establishing criteria for maintaining transmission
plant assets of all of the Operating Companies, which are collected in Cost Center
200122 — Transmission Electric FERC 560 (E&S), are assigned using the
“Electric Transmission Plant” allocation method. Thus, the costs in this cost
center are allocated among the Operating Companies based on each Operating
Company’s proportionate share of total Operating Company transmission plant
assets (i.e., the transmission plant assets of a particular Operating Company as a
percentage of the total transmission plant assets of all of the Operating
Companies). This allocation of costs to affiliates is appropriate because it
allocates costs for the services in accordance with cost causation and the
distribution of the benefits of the services received. For the cost centers that
assign costs based upon this allocation method, the per unit amounts charged by
XES to SPS as a result of the application of this allocation method are no higher
than the unit amounts billed by XES to other affiliates for the same or similar
services and represent the actual costs of the services.

You have covered the allocation methods used to bill 99.96% of the costs
associated with this affiliate class. Why have you not specifically covered the
allocation of the remaining 0.04% of the costs of this class?

| have described the predominant allocation methods associated with this affiliate
class. The remaining costs are billed using 5 different allocators, no one of which

is used to bill more than 0.01% of the costs. In light of the number of remaining
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allocators, cost centers (billing methods), and relative dollar amounts, | have not
gone into a detailed discussion of these other allocation methods in order to keep
the discussion to a manageable level. The cost centers (billing methods) used to
charge the remaining 0.04% of the costs in this class, however, are presented in
my Attachment PDF-RR-B(CD), discussed earlier. A reader may reference that
attachment and then refer to the specific cost center (billing method) summary
provided in Ms. Schmidt’s Attachment MLS-RR-11 for an explanation of the
particular allocators used and the cost drivers for the activities reflected in that
particular cost center.

Have you determined that the costs reflected in the remaining 0.04% of costs
associated with this class of services have been billed using an appropriate
billing method and allocation method?

Yes. |, or one of my staff working at my direction, have reviewed each of the cost
centers and the associated allocators used to bill the remaining 0.04% of the costs
of this class. The cost drivers reflected in the allocation method used to bill the
costs of each cost center (billing method) are consistent with and reflect the cost
drivers of the services captured in each particular cost center (billing method).
Therefore, the billing methods and allocation methods are appropriate because the
allocation of costs is in accordance with the distribution of the benefits received
by SPS and are no higher than the per unit costs charged to other affiliates for the
same or similar types of services.

Does this conclude your pre-filed direct testimony?

Yes.
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STATE OF TEXAS
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COUNTY OF POTTER )

PERRY D. FOSTER, first being sworn on his oath, states:

I am the witness identified in the preceding testimony. I have read the testimony
and the accompanying attachment(s) and am familiar with the contents. Based upon my
personal knowledge, the facts stated in the testimony are true. In addition, in my
judgment and based upon my professional experience, the opinions and conclusions
stated in the testimony are true, valid, and accurate.

2 G Lo By

PERRY D./FOSTER ¥

Subscribed and sworn to before me this 3/ ot day of July, 2019 by PERRY D.
FOSTER.

s, Bar

Notary Public, State of Dexas

! CINDY BAEZA
i* Notary Public, State of Texas
i Notary ID #13078365-C

My Commission Expires 10-06-2G74
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i

My Commission Expires:  /O-0l, - 2020
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Southwestern Public Service Company

SPS Transmission Operation & Maintenance Expenses

Total Company SPS Operation and Maintenance Expenses

Line FERC

No. Acct Account Description

Native SPS O&M
Expense through the
Update Period
(Jul '18-Jun '19)

Attachment PDF-RR-1
Page 1 of 4
2019 TX Rate Case

Test Year
Affiliate O&M Total Company
Expense Requested O&M

(Jul *18-Jun '19)

Production
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Attachment PDF-RR-1
Page 2 of 4
2019 TX Rate Case

Southwestern Public Service Company

SPS Transmission Operation & Maintenance Expenses

Total Company SPS Operation and Maintenance Expenses

Native SPS O&M Test Year
Expense through the Affiliate O&M Total Company
. Update Period Expense Requested O&M
Line FERC ' f . '
No. Acct Account Description (ul "18-Jun '19) (ul"18-Jun '19)
Transmission
29 560 Operation Supervision and Engineering $ (545,350) $ 10,121,801 $ 9,576,451
39 562 Station Expenses 1,618,771 291 1,619,062
40 563 Overhead Line Expenses 969,905 12,027 981,932
57 566 Misc Transmission Expenses 2,758,831 771,036 3,529,868
58 567 Rents 248,554 1,443,247 1,691,801
59 568 Maintenance Supervision and Engineering (4,514) 8,197 3,683
60 570 Maintenance of Station Equipment 1,881,327 3,286 1,884,613
61 571 Maintenance of Overhead Lines 3,279,359 40,513 3,319,872
62 Sub-Total Transmission O&M Expenses $ 188,095,571 $ 13,807,556 $ 201,903,127

Regional Market Expenses
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Southwestern Public Service Company

SPS Transmission Operation & Maintenance Expenses

Total Company SPS Operation and Maintenance Expenses

Attachment PDF-RR-1
Page 3 of 4
2019 TX Rate Case

Native SPS O&M Test Year
Expense through the Affiliate O&M Total Company
. Update Period Expense Requested O&M
Line FERC
- Jul "18-Jun '19 Jul *18-Jun '19
No. Acct Account Description Qu un '19) Qu un '19)
Distribution
Customer Accounts

Customer Service

Sales
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Southwestern Public Service Company

SPS Transmission Operation & Maintenance Expenses

Total Company SPS Operation and Maintenance Expenses

Native SPS O&M
Expense through the
Update Period

Line FERC (Jul '18-Jun '19)

No. Acct Account Description

Attachment PDF-RR-1
Page 4 of 4
2019 TX Rate Case

Test Year
Affiliate O&M Total Company
Expense Requested O&M

(Jul *18-Jun '19)

Administrative and General Expenses

128 Total Operations and Maintenance Expense $ 407,378,077 $

121,377,667 $ 528,755,744

Note: All amounts included in this attachment are included in the cost of service study provided as Attachment APF-RR1
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