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Major Business Functions and Key Activities 
 
 

Introduction 
 
The Energy Supply (ES) business area generates power for the company’s electric system. Xcel Energy is 
adding renewable resources to its generation mix and modifying facilities to reduce emissions while increasing 
power to build a clean energy future. 
 
Customer Value 
 
Energy Supply seeks to continuously add customer value by making significant investments to upgrade and 
extend the useful lives of key facilities that will benefit customers through improved performance and 
availability.  Maximizing the availability of our generation fleet allows us to rely less on market-based purchases 
through MISO, which can potentially be more expensive, to supply our customers’ needs.  Thus, maximizing the 
availability of our generation fleet helps keep overall rates as low as possible.  
 
The Energy Supply organization schedules overhauls at each of the plants on a periodic basis. The 
maintenance can be required to comply with regulatory requirements for agencies such as the NERC reliability 
standards or with  other regulatory codes, such as the Minnesota Boiler Code,  the ASME  Boiler and Pressure 
Vessel Code, and National Board Inspection Code.  In general, the work performed during an outage has a 
common purpose of ensuring or improving continued reliable operations at the plants. 

Generation Operating Model 

In 2012, Energy Supply implemented the Generation Operating Model to better align resources, share best 
practices and standardize key elements to reduce costs and promote operational excellence. A major 
component of the operating model is the Energy Supply Playbook, a guiding document to plan, perform and 
oversee operations. The Generation Operating Model Playbook provides for the alignment of resources and 
standardization of key elements of organization operation to identify best practices, reduce operating and 
maintenance costs, and promote excellence.   

A few of the key initiatives resulting from implementation of the Generation Operating Model include 
development of the following: 

• Quality Assurance (QA)/Quality Control Program – This is a fleet-wide quality management program to 
reduce unplanned outage rates and improve unit reliability.  Progress to date on this initiative includes 
incorporation of QA requirements into contracts,  QA oversight of fabrication and installation, and 
maintenenace activities.  Training has also been provded to introduce the various QA tools to improve 
performance.  As a result of this initiative, there has been improved communication with suppliers and 
vendors on expectations, strengthened contractor oversight controls, and significant improvements 
observed in contractor/vendor accountability for correction of fabrication errors through QA contract 
obligations and non-conformance reporting. 

 
• Work Planning and Scheduling Process – The objective of this initiative is to develop a standard 

planning and scheduling process across the Xcel Energy fleet of power plants.  As a result of these 
efforts, Energy Supply has seen improvements in work productivity, including fewer worker delays due 
to unavailable materials, a significantly reduced work order backlog, work order estimate-to-actual 
accuracy improvement, and job planning improvement.  Preventative maintenance is significantly more 
efficient and cost-effective than corrective maintenance. 

 
• Overhaul Management – The objective of this initiative is to implement a fleet-wide overhaul 

management process to standardize management of overhaul and all overhaul resources.  Process 
improvements as a result of this initiative include execution of Master Supply Agreements with key 
vendors and creation of overhaul policies, standards, and templates to standardize the overhaul 
process.  
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• Diagnostic Center – This initiative is developing a power plant monitoring and diagnostic center, which 
is expected to improve plant reliability, reduce costs and optimize plant operations. The center will use 
intelligent software technology that employs pattern recognition and predictive failure analytics to 
effectively monitor some of the company’s larger coal units. It will provide accurate, advanced warning 
of equipment failure, which could reduce generation or cause plant outages. It also will support other 
organizational initiatives such as uniform and fleet-wide operation data collection, analysis and 
reporting for standardization and alignment of Energy Supply efforts as recommended by the Operating 
Model Committee. 

Operational Excellence 

A few of the key initiatives to continuously enhance operational excellence across the fleet include development 
of the following: 

• Operator Effectiveness Initiative – This initiative has the objective of improving overall plant operator 
performance and eliminating human error. The initiative has three primary sub-initiatives: alarm 
management, operator rounds, and operator performance. The latest mobility technologies are being 
considered as part of the improvement opportunities. 

• Plant Systems Training – The Systems Training Initiative goal in plant Operations is to provide annual 
training to plant operators on designated critical and essential systems at their plants. Energy Supply 
TechnicalTrainingis supporting the plants with curriculum development and delivery of this training. The 
annual goal is to have at least 95% of the operators trained on their  designated systems. 

• Chemistry- The Chemistry Department measures and provides feedback of the effectiveness of the 
boiler water chemistry  on a monthly basis.  Effecitveness boiler water chemistry influences tube leak 
occurance, and the reliability of the boilers.  

Chemical Usage Optimization 

Xcel Energy is an environmental leader and thus has installed new emissions control technologies on many of 
our power plants.  These new control systems use chemicals in the process of reducing emissions.  The high 
costs of these chemicals have driven commodity costs higher in recent years.  Energy Supply continues to 
monitor operation of these new control systems and has engineered and installed several improvements which 
have significantly reduced chemical usage from original manufacturer recommendations while maintaining high 
emission removal rates.  

Supply Chain Optimization 

The Supply Chain organization is designed to reduce overall costs of asset ownership, improve operational 
performance, manage risk inherent in contracting goods and services and support Xcel Energy’s social and 
environmental leadership. 
 

Over the past few years Supply Chain efforts in ES focused on strategic solutions to lower total cost and 
improve operations.   Each event looks at who we are contracting with; how is ES using the goods and 
services; and how could Supply Chain improve the overall process.  Most recently the solutions focused on 
limiting the number of suppliers/contractors (suppliers) we use.  Now the largest percentage of spend is 
contracted to a few safe, highly qualified, efficient suppliers. Increased commitment values to these select 
suppliers helps drive cost, risk and markups down while increasing operational efficiencies.  Supply Chain 
has secured price transparencies that add cost predictabilities in Energy Supply’s highest cost areas.   
 
Most of Supply Chain long term contracts market changes are based on predetermined indices.  This 
decision has removed market risk dollars that suppliers use to protect the company from future commodity 
escalations.  ES maintenance contracts include index provisions for permitted commodity cost changes 
(either up or down) yearly.  Other contracts that follow trends from non industry markets like Agriculture 
require more frequent reviews of product pricing. 
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Some of Supply Chains recent strategic solutions include; 

• Combustion Turbine Parts Exchange Program – With a low cost fuel source in natural gas Xcel Energy 
continues to expand their fleet of combustion turbines.  ES fleet includes 20 units today with more on 
the way.  In 2012, Energy Supply Operations partnered with Supply Chain, Technical Resources and 
key suppliers to develop an ownership exchange program for combustion turbine (CT) spare and 
replacement parts. Seventeen turbines were included in this first wave of this initiative, 8 in NSP and 9 
in PSCo.   This ownership exchange strategy is an industry-leading initiative and works like this: Instead 
of our organization investing in complete sets of spare parts up front on a plant-by-plant basis and 
emergency inventory parts.  ES issued long term contracts with a supplier to provide the parts on a just 
in time basis for outage and emergency parts.  Xcel Energy is invoiced as we use the parts.  This is 
how it works;  

o Supplier purchases Xcel inventory at negotiated rates (on time only)  
o ES purchases parts for an out for 1 interval 
o At pre determined intervals Xcel removes the used parts and sells the parts to the supplier 

(exchange credit) 
o Supplier inspects and repair the parts 
o Parts are placed in a pool of parts ready for planned outages or emergencies 
o And the cycle repeats. 

Major benefits of this approach include better pricing and reduced ownership costs by ES carrying less 
spare parts inventory, plus purchases made to coincide with planned overhaul schedules. In addition 
ES will have fewer overhauls.  With the investment of longer relationships, benefits from longer term 
interval parts and eliminates several planned outages.  Other benefits include access to the latest parts 
technologies, rather than Xcel owning equipment that can become obsolete, and reduced costs to 
rebuild parts. In addition, with these agreements, ES expects more consistent overhauls and equipment 
inspections in all regions, and better adherence to manufacture-recommended maintenance and 
operating standards.   

• Master Service Agreement (MSA) Initiative - The Supply Chain Sourcing and Purchasing group was 
tasked by ES Operations with developing Master Service Agreements that would fulfill three objectives: 

 
o Reduce the amount of service agreements that Supply Chain was executing with the same 

companies on a plant-by-plant basis for O&M plant maintenance. Execution of a (MSA) 
ensures that:  

 The terms and conditions are consistent project to project and Business Unit to 
Business Unit, reducing time spent by Requestors, Supply Chain, and Legal on the 
contracting process and achieving continuity in controlling contractual risk. 

 Including quality assurance and quality control language in the appropriate MSA 
category adds more stringent adherence and acceptance to Xcel Energy 
standards.  

 
The agreements with contractors in plant maintenance had only been executed on a short term basis. 
Bidding and negotiating contracts on a longer term basis (3 years) has resulted in lower negotiated 
costs on rate sheets for labor, materials and equipment mark-ups and payment terms.   Operations and 
Supply Chain have identified over 50 Categories of plant maintenance that would benefit from this 
approach. Operations, Technical Services and Sourcing & Purchasing are scoping and competitively 
bid these categories.  
 
The MSA scope of work that will cover the safety risk management of the small dollar and repetitive 
work a contractor does for the plants up to a medium risk level. Contractor work at Xcel Energy is 
classified as high, medium, or low risk. In addition to saving time executing only one set of safety 
appendixes for that contract, the plants themselves would be allowed to perform their own work 
releases without Supply Chain, Legal, or Risk Management involvement. High safety risk work would 
still require its own safety appendix be submitted to Safety by the Business Unit. 
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• Chemical Supply Contracts – As noted under Chemical Usage Optimization ES uses chemicals to 
reduce emission and treat water used in plant operations.  Chemical contracts for ES highest spend 
needs include Sulfuric Acid, Lime, Ammonia and more recently Mercury Absorbent.  With the exception 
of mercury absorbent power generation is not a factor for what drives chemical cost.  Agriculture use 
sets the market trend for sulfuric acid and ammonia.  Lime is influenced by many markets including 
steel manufacturing; gold and sliver leaching; cement; pulp and paper; plaster and fuel gas 
desulphurization (FGD).  Over the past three years Xcel has re-bid or negotiated all of these contracts.  
In each event Supply Chain has negotiated rates that will remain below market prices and is some 
cases we have extended the duration between normal market adjustments.  As existing coal burning 
facilities rush to meet the Mercury and Air Toxics Standards (MATS) by 2015, the price of Activate 
Carbon and other available products will climb steadily. Supply Chain negotiated pricing in 2012 that 
will span through 2017 the price pressures are expected to ease. Many chemical producers are running 
near capacity and may not meet the demands through 2015 without significant capital investment.  ES 
has secured supply at pricing below market.                 

For further examples of Supply Chain initiatives to optimize costs across Xcel, please see the documentation for 
the Supply Chain organization    

Energy Supply – 5 September 1, 2015 
NSPM 



 

2016 Walk Forward of Major Cost Drivers ($ in millions) 
 

 
2015 July Year End Forecast 158.5  
Base Labor 1.5  
Annual wage increase (3.0%,union, non-union) 2.0  
Headcount decrease in Technical Services organization in 2015 due to delayed 
rehiring 1.0  
Reduction of 22 headcount primarily due to closer of Black Dog Units 3 and 4 
and Sherco staffing plan (1.6) 
Other 0.1  
    
Base Operations 9.6  

New Wind generation Borders, Pleasant Valley, and Courtenay 6.7  
Increase at King and Sherco due to reductions made in 2015 to defer 
maintenance. 2.3  
Other 0.6  
    
Base Maintenance 0.2  
Increase in Wind maintenance costs 3.8  
Shut Down of Black Dog Units 3 and 4 (0.8) 

Other - Deferral of maintenance to future years across region (2.8) 
    
Commodities (Chemicals) 1.7  
Increase in Lime at Sherco due to 2015 coal blend requiring less lime usage 2.0  

Decrease in Merucry Sorbent at Sherco due to lower usage 
(0.4) 

Other 0.1  
Overhauls (4.0) 
Decrease in scope of Unit 2 outage in 2016 verses scope of Unit 1 outage in 
2015 (4.9) 
Other (change in scope in overhauls primarily at Red Wing, Black Dog, and 
Wilmarth) 0.9  
See Appendix A: Overhaul Summary for list of scheduled overhauls   
Projects (1.4) 
Coal plant projects (0.4) 
Gas plants  (1.1) 
Wind projects 0.3  
Peaking and refuse derived fuel plant projects (0.2) 
Other   
    
2016 Budget 165.9  
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2017 Walk Forward of Major Cost Drivers ($ in millions) 
 
 
 

2016 Budget 165.9  
Base Labor 0.8  
Annual wage increase  (3.0% union, non-union) 2.0  
Headcount decrease Plant Engineering and Technical Support  (0.1) 
Reduction of 9 headcount primarily due to closer of Black Dog Units 3 and 4 and 
Sherco staffing plan (0.7) 
Other (0.4) 
    
Base Operations 6.3  
New Wind generation Borders, Pleasant Valley, and Courtenay 6.9  
Other (0.6) 
    
Base Maintenance 1.9  

Increase at Sherco due to reductions made in 2016 to defer maintenance. 
1.7  

Other 0.2  
    
Commodities (Chemicals) (0.9) 
Sherco Lime decrease usage in 2017, slightly offset by increased pricing. (0.5) 
King decrease usage of Ammonia in 2017 (0.6) 
Increase in Lime prining at King 0.1  
Other 0.1  
    
Overhauls (2.3) 
Decrease due to sharing of costs for Sherco Unit 3 overhaul in 2017 budget with 
Unit 3 joint owner (4.4) 
Coal plant overhauls - reduced scope at A.S. King Plant in 2017 (2.4) 
Gas plant overhuals - increased scope at Riverside plant in 2017 4.6  
See Appendix A: Overhaul Summary for list of scheduled overhauls (0.1) 
Projects 1.5  
Gas plants  0.2  
Coal plant projects 1.1  
Wind projects 0.1  
Peaking and refuse derived fuel plant projects 0.1  
    
2017 Budget 173.2  
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2018 Walk Forward of Major Cost Drivers ($ in millions) 
 
 
 

2017 Budget 173.2  
Base Labor 1.7  
Annual wage increase  (3.0% union, non-union) 2.1  
Reduction of 11 headcount primarily due to closer of Black Dog Units 3 and 4 
and Sherco staffing plan (0.8) 
Other 0.4  
    
Base Operations (8.2) 
Placeholder for reductions to be identified across the region (8.4) 
Other 0.2  
    
Base Maintenance 2.6  
Increase in Wind maintenance costs 1.8  
Increase at Sherco due to reductions made in 2017 to defer maintenance. 0.4  
Other 0.4  
    
Commodities (Chemicals) 2.8  

Increase in usage and price for Lime at Sherco 
1.0  

Higher usage rates for Mercury Sorbent in 2018 for units 1 and 2, not adjusted to 
new usage rates 1.2  
Other 0.6  
    
Overhauls 5.2  
Gas plant overhauls  (0.7) 
Coal plant overhauls 6.9  
Refuse derived fuel plant overhauls (1.0) 
See Appendix A: Overhaul Summary for list of scheduled overhauls   
Projects (0.2) 
Peaking and refuse derived fuel plant projects 0.2  
Wind projects 0.1  
Coal plant projects (0.1) 
Gas plant projects (0.4) 
    
2018 Budget 177.2  
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Energy Supply – NSPM 2016 O&M Budget Major Cost Drivers 
 

 
 
 
 
 

Base Labor Base
Operations

Base
Maintenance

Base
Commodities Overhauls Projects
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Energy Supply NSPM 
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Costs are categorized in Energy Supply as Base, Project or Overhaul related. Base costs are further sub-
divided into Base Labor, Base Operations, Base Maintenance, and Base Commodities. The primary cost drivers 

are the maintenance overhauls and projects needed to maintain the desired operating capacity for the units, 
and the desired level of emission control. Variance explanations for these cost drivers are below: 

 
Base Labor Costs: This cost category consists of labor for Energy Supply employees in a department or 
station, and overtime for recurring activities, required to operate stations or departments on a daily basis.  Base 
labor is primarily native station employees performing native station work or a supplemental workforce 
performing station work of a routine and recurring nature.  
 
The increase from the 2015 July forecast to 2016 budget is primarily related to the 2016 wage increase, 
estimated at 3.0% for union and non-union which increased the labor by $2.0M.  Additonal labor costs of $1.0M 
for the Technical Services organization in 2016  is due to delayed rehiring of positions in 2015.  Additionally, 
labor in the 2016 budget decreased approximately $1.6M due to the reduction of 22 headcount in regional 
operations as a result of the cessation of coal operations at Black Dog and the managed staffing plan at 
Sherco.   
 
Base Operations Costs: This cost category consists of materials, contractor expenses, permits, dues, fleet 
vehicles, employee expenses and other miscellaneous costs required to operate stations or departments on a 
daily basis, excluding Base Commodity Costs detailed below.  The 2016 budget includes additions of $6.7M is 
due the new wind generation Borders and Pleasant Valley becoming operational at the end of 2015 and 
Courtenay Wind becoming operational in 2016.  Environmental fees increased $1.4M at Sherco in 2016 due to 
the extended outage for Unit 3 in 2012-2103. These fees are based on emission output of two years prior, so 
2016 is the first year that will be based on full year of oeprations.  In July 2015 forecast base operations projects 
were deferred until future years  which caused an additional increase of $2.3M. 
 
Base Maintenance Costs: This cost category consists of materials, contractor expenses, permits, dues, fleet 
vehicles, employee expenses and other miscellaneous costs required to maintain stations or departments on a 
daily basis, excluding Base Commodity Costs detailed below.  The Borders and Pleasant Valley wind farms 
become operational at that end of 2015 and Courtenay in 2015 resulting in an increase in of $3.8M in base 
maintenance costs from the 2015 forecast to the 2016 budget.  Additionally, the cessation of coal operations at 
Black Dog in April 2015 decreased base maintenance costs $0.8M.  The remaining decrease in base 
maintenance cost of $2.8M from 2015 forecast o 2016 budget is due the change in work scope and deferral of 
work to future years. 

 
Base Commodity Costs: This cost category consists of chemical and water costs used in the generation 
process, and for the control of emissions. Chemicals include lime, ammonia, activated carbon, sulfuric acid and 
others. The $1.7M increase is primarily due to the reduction in lime usage in 2015 at Sherco due primarily to the 
coal blend.   
 
 
Overhaul Costs: The overhauls are scheduled and planned in advance (prior year and/or on overhaul 
schedule).  Budget costs include all incremental costs for the overhaul.  Fixed or “base” costs are budgeted as 
“Base” (e.g., regular time labor for native station employees).  Overtime, contract work, materials and other 
expenses used for overhauls are included.  Activities performed only during the overhaul and are overhaul 
dependent are included in this category.  The total cost of overhauls from 2015 forecast to the 2016 budget 
decreased $4.0M primarily due to the difference in scope of the Unit1 overhaul in 2015 at Sherco verses the 
Unit 2 outage at Sherco in 2016.  See Appendix A: Overhaul Summary for complete summary of overhauls 
budgeted in each year. 
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Project Costs:  Projects include larger expenses, and while they may be performed during an overhaul, they 
are not overhaul dependent.  Fixed or “base” costs used to complete projects are budgeted as “Base” (e.g., 
regular time labor for native station employees).  Overtime, contract work, materials and other expenses used 
for projects are included. Examples of project activities at the stations are: 

 
 Major coal mill repairs 
 Major pump rebuild performed outside of an overhaul 
 Partial baghouse bag replacement 
 Conveyor belt replacement 
 

Project costs are expected to decrease $1.4M from 2015 forecast to the 2016 budget. The budgeted costs for 
projects and overhauls is typically indirectly related as we plan to perform additional projects during years of 
reduced overhaul spending to reduce variability in costs.  The increase is driven by various projects across the 
region.    
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Energy Supply – NSPM 2017 O&M Budget Major Cost Drivers 
 

 
 

 
 
Costs are categorized in Energy Supply as Base, Project or Overhaul related. Base costs are further sub-
divided into Base Labor, Base Operations, Base Maintenance, and Base Commodities. The primary cost drivers 
are the maintenance overhauls and projects needed to maintain the desired operating capacity for the units, 
and the desired level of emission control. Variance explanations for these cost drivers are below: 
 
Base Labor Costs: This cost category consists of labor for Energy Supply employees in a department or 
station, and overtime for recurring activities, required to operate stations or departments on a daily basis.  Base 
labor is primarily native station employees performing native station work or a supplemental workforce 

Base Labor Base
Operations

Base
Maintenance

Base
Commodities Overhauls Projects

2017/2016 Variance 0.81 6.30 1.90 (0.91) (2.30) 1.53
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Energy Supply NSPM 
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performing station work of a routine and recurring nature. The increase from 2016 to 2017 is primarily related to 
the 2016 wage increase of 3.00% for union and non-union employees, which increased labor costs by 
approximately $2.0M.  This was offset by a reduction of 9 headcount in regional operations, primarily due to 
cessation of coal operations on Black Dog Units 3 and 4 in April 2015 and the implementation of Sherco’s 
regional staffing plant, $0.7M.  
  
Base Operations Costs: This cost category consists of materials, contractor expenses, permits, dues, fleet 
vehicles, employee expenses and other miscellaneous costs required to operate stations or departments on a 
daily basis, excluding Base Commodity Costs detailed below.  The 2017 budget includes additions of $6.9M is 
due the new wind generation Courtenay becoming operational in 2016.  
 
Base Maintenance Costs: This cost category consists of materials, contractor expenses, permits, dues, fleet 
vehicles, employee expenses and other miscellaneous costs required to maintain stations or departments on a 
daily basis, excluding Base Commodity Costs detailed below.  Base maintenance costs are expected to 
increase from 2016 to 2017, primarily as a result of the deferral of base maintenance to future years in 2016 at 
Sherco $1.7M. 

 
Base Commodity Costs: This cost category consists of chemical and water costs used in the generation 
process, and for the control of emissions. Chemicals include lime, ammonia, activated carbon, sulfuric acid and 
others. Commodity costs are expected to decrease $0.9M, primarily due to decreased usage of Lime at Sherco 
$0.5M and the decrease ammonia usage at King $0.6m In 2017. Lime costs are expected to increase slightly 
across the region $0.1M due to increased pricing in 2017 
Overhaul Costs: The overhauls are scheduled and planned in advance (prior year and/or on overhaul 
schedule).  Budget costs include all incremental costs for the overhaul.  Fixed or “base” costs are budgeted as 
“Base” (e.g., regular time labor for native station employees).  Overtime, contract work, materials and other 
expenses used for overhauls are included.  Activities performed only during the overhaul and are overhaul 
dependent are included in this category.  The total budgeted cost of overhauls from 2016 to 2017 has 
decreased approximately $2.3M, primarily due to sharing of costs for the Sherco Unit 3 overhaul scheduled 
during 2017 with Southern Minnesota Municipal Power Agency.  The total cost to NSPM for the Unit 1 overhaul 
in 2016 is expected to be approximately $4.4M more than the Unit 3 overhaul scheduled during 2017.  In 
addition there is a decrease of $2.4M in the overhaul work scope at AS King plant. These are offset by an 
increase in overhaul scope at Riverside of $4.6M.  See Appendix A: Overhaul Summary for complete summary 
of overhauls budgeted in each year. 
 
Project Costs Projects include larger expenses, and while they may be performed during an overhaul, they are 
not overhaul dependent.  Fixed or “base” costs used to complete projects are budgeted as “Base” (e.g., regular 
time labor for native station employees).  Overtime, contract work, materials and other expenses used for 
projects are included. Examples of project activities at the stations are: 
 

 Major coal mill repairs 
 Major pump rebuild performed outside of an overhaul 
 Partial baghouse bag replacement 
 Conveyor belt replacement 
 

The $1.5M increase is due to more projects scheduled in 2017.  The budgeted costs for projects and overhauls 
is typically indirectly related as we plan to perform additional projects during years of reduced overhaul 
spending to reduce variability in costs.   
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Energy Supply – NSPM 2018 O&M Budget Major Cost Drivers 
 
 

 

 
 
Costs are categorized in Energy Supply as Base, Project or Overhaul related. Base costs are further sub-
divided into Base Labor, Base Operations, Base Maintenance, and Base Commodities. The primary cost drivers 
are the maintenance overhauls and projects needed to maintain the desired operating capacity for the units, 
and the desired level of emission control. Variance explanations for these cost drivers are below: 
 
Base Labor Costs: This cost category consists of labor for Energy Supply employees in a department or 
station, and overtime for recurring activities, required to operate stations or departments on a daily basis.  Base 
labor is primarily native station employees performing native station work or a supplemental workforce 
performing station work of a routine and recurring nature. The increase from 2017 to 2018 is primarily related to 
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the annual wage increase of 3.00% for union and non-union employees, which increased the labor by $2.1M.  
This is offset by headcount reductions, primarily due to cessation of coal operations at Black Dog Units 3 and 4 
and managed staffing reductions at Sherco (11 total headcount), which resulted in $0.8M reduction in labor 
costs.    
 
Base Operations Costs: This cost category consists of materials, contractor expenses, permits, dues, fleet 
vehicles, employee expenses and other miscellaneous costs required to operate stations or departments on a 
daily basis, excluding Base Commodity Costs detailed below.  The $8.2M reduction in base operations costs 
from 2017 to 2018 is primarily due to a $8.4M placeholder for reductions to be identified across the region.  
 
Base Maintenance Costs: This cost category consists of materials, contractor expenses, permits, dues, fleet 
vehicles, employee expenses and other miscellaneous costs required to maintain stations or departments on a 
daily basis, excluding Base Commodity Costs detailed below.  The increase of $2.6M of base maintenance 
costs is due primarily to additional maintenance costs associated with new Wind generation of $1.8M.  
 
Base Commodity Costs: This cost category consists of chemical and water costs used in the generation 
process, and for the control of emissions. Chemicals include lime, ammonia, activated carbon, sulfuric acid and 
others. The increase of $2.8M is primarily related to increased usage for lime and mercury sorbent in 2018 at 
Sherco as well as a price increase for lime for $2.2M.   
 
Overhaul Costs: The overhauls are scheduled and planned in advance (prior year and/or on overhaul 
schedule).  Budget costs include all incremental costs for the overhaul.  Fixed or “base” costs are budgeted as 
“Base” (e.g., regular time labor for native station employees).  Overtime, contract work, materials and other 
expenses used for overhauls are included.  Activities performed only during the overhaul and are overhaul 
dependent are included in this category.  The increase from 2017 to 2018 was approximately $5.2M, due 
primarily to a $6.0M in scope of overhaul at King in 2018.  See Appendix A: Overhaul Summary for complete 
summary of overhauls budgeted in each year. 
 

 
Project Costs Projects include larger expenses, and while they may be performed during an overhaul, they are 
not overhaul dependent.  Fixed or “base” costs used to complete projects are budgeted as “Base” (e.g., regular 
time labor for native station employees).  Overtime, contract work, materials and other expenses used for 
projects are included. Examples of project activities at the stations are: 
 

 Major coal mill repairs 
 Major pump rebuild performed outside of an overhaul 
 Partial baghouse bag replacement 
 Conveyor belt replacement 
 

The $0.2M decrease in projects is not significant. 
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Energy Supply Organization Hierarchy 
 

Functional Organization Chart
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Major Business Functions and Key Activities 
 
The Energy Supply (ES) business area generates power for the company’s electric system. Energy Supply 
organizational structure partners Operations with centralized primary support from Engineering and 
Construction, and Technical Services. Some of the individuals who provide primary support are located at 
generating facilities with key responsibility to specific designated facilities. Others are located centrally with 
responsibility across a region or the fleet. 
 
Energy Supply consists of Operations, Technical Services, Engineering & Construction, Vice President of 
Energy Supply, Environmental, and ES Corporate.   
 
Operations 
Operations/Plant Operations is composed of two primary functions: operations and maintenance. Operations is 
responsible for the startup, operation, and shutdown of plant equipment. Maintenance plans, schedules and 
facilitates maintenance work and maintenance processes. In addition, both operations and maintenance share 
the responsibility for ensuring safe, environmentally compliant, and reliable plant operation using a partnership 
approach to efficiently complete work.  
 
The Operations department consists of the Vice President of Operations, General Managers of Regional 
Operations (one for each region), and the Director of Hydro. 
 
Vice President of Operations 
The Energy Supply Vice President Operations team consists of the Vice President of Operations, an 
administrative assistant, and an operations support manager.  
 
The main accountabilities of the Vice President Operations department are to: 

 
• Operate plant equipment within requirements 
• Maintain plant equipment 
• Manage plant personnel in accordance with labor contracts 
• Suggest/implement plant improvements 
• Maintain community relationships 
• Establish operations and maintenance policies and procedures 
 

 
General Manager of Regional Operations – MN/WI 
The General Manager of Regional Generation is responsible for managing the  generating assets in the Energy 
Supply fleet in their region.  The General Managers manage and oversee all operations and maintenance, and 
they achieve the goals of key performance indicators for their region.  
 
Minnesota generation includes the Allen S. King, High Bridge, Riverside, Black Dog and Sherburne County 
(Sherco), Refuse Derived Fuel, and Peaking  generating stations.  The Allen S. King and Sherco plants are 
base load stations. The High Bridge and Riverside Plants  are 2/1 combined cycle plants fueled by natural gas.  
Black Dog 5-2 is also a combined cycle identified as an intermediate load unit and  used primarily to respond to 
daily and seasonal variability in customer demand energy.  Also noteworthy, Sherco Unit 3 is jointly owned with 
Southern Minnesota Municipal Power Agency (SMMPA) having a 41% ownership interest with NSPM as Project 
Manager.   
 
Red Wing and Wilmarth were modified to burn refuse derived fuel (RDF) providing energy to customers while 
offering an alternative to landfill disposal of certain solid waste.   

 
Coal-fired facilities  

• Allen S. King – One unit, total capacity is 555 MW 
• Sherco – Three units, total capacity is 2,222 MW 
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RDF-fired facilities 
• Red Wing – Two units, total capacity is 20 MW 
• Wilmarth – Two units, total capacity is 19 MW 

 
Gas-fired facilities  

• Black Dog – Two units, total capacity is 330 MW 
• High Bridge – Three units, total capacity is 570 MW 
• Riverside – Three units, total capacity is 511 MW 

 
Peaking facilities  

• Angus Anson – Three units, total capacity is 381 MW 
• Blue Lake – Six units, total capacity is 453 MW 
• Granite City – Four units, total capacity is 52 MW 
• Inver Hills – Six units, total summer capacity is 282 MW 
 

Director of Hydro 
The Director of Hydro is responsible for managing the hydro, wind, and certain peaking generating assets in the 
Energy Supply fleet across all regions.   

 
In Minnesota, the Director of Hydro is responsible for one hydro station located in Minneapolis and the Grand 
Meadow, Nobles, Borders, and Pleasant Valley Wind facilities.   
 
Technical Services 
The Technical Services organization provides services that support the operation of generation facilities for all 
operating companies. The specific services include: 

• Strategic asset management that provides analysis and training expertise;  
• Plant process chemistry and water resources that provides analytical laboratory services, procures and 

administers water rights and performs water supply planning;  
• Overhaul management to optimize outage planning and execution;  
• Plant engineering to support the daily plant operation and maintenance activities;  
• Reliability maintenance services including non-destructive testing and material analysis to increase 

reliability;  
• Plant/equipment performance testing and technical resources on plant equipment to facilitate effective 

maintenance.  
• Technical Services partners with Operations and Maintenance to drive fleet-wide initiatives and 

achievements of key performance indicators. 
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Asset Management  
The Asset Management organization is responsible for providing accurate operational and financial 
data/analysis to meet internal and external reporting requirements. The group is comprised of three primary 
areas within the Energy Supply business area.  
 
The Technical Training group develops and provides the detailed union level technical training for qualifying 
apprentices to become journeyman level employees within the generation plants to properly operate and 
maintain the electric generation units.   
 
The Asset Analysis group is responsible for providing financial analysis tools and expertise to evaluate funding 
and spending decisions within the Energy Supply business area.  They also provide the operating reports to 
meet both internal and external-reporting requirements of generation related information.   
 
The Management Applications group has the responsibility for developing and encouraging work management 
plant reliability improvement. This group provides the support for the Maximo Work Management System, the 
Eclipse lock out/tag out safety documentation, the Meridium asset performance management system, and the 
Energy Supply JD Edwards financial ledger for the Energy Supply business area. 

 
Chemistry & Water Resources 
Chemistry & Water Resources supports Energy Supply through planning, acquisition, and management of 
water resources, ancillary assets and infrastructure, and water resources-related documents and records.  They 
also provide analytical testing services.   
 
The group includes Chemists, Chemical Analysts and System Chemist resources who perform analyses on 
coal, natural gas, coal ash, insulating oils, lubricating oils, asbestos, soils, water, waste materials, as well as 
performing microbiological analysis and material qualifications and evaluations.  Water Analysts who procure 
and administer water rights and perform water supply planning are also part of the group.  Chemistry & Water 
Resources have laboratories in Texas, Minnesota and Colorado.  The primary responsibilities of Chemistry & 
Water Resources are: 
 

• Develop and implement plant chemical treatments 
• Provide chemical testing and analysis 
• Manage plant related water resources 

 
Overhaul Management and Maintenance Support 
Overhaul Management and Maintenance Support is the overhaul process owner and is responsible for directing 
all resources needed to effectively and efficiently complete plant overhaul work.  The group is accountable for 
the planning, scheduling and execution of the work that is performed during a plant overhaul. Overhaul 
Management works closely with Plant management, Engineering & Construction, and other Technical Services 
sub-groups to ensure that the proper work is performed, the needed contractor oversight is provided and the 
appropriate repair standards and procedures are used. This work group is responsible for overhaul workforce 
selection and will also provide supplemental maintenance support to the plants as necessary. 
 
Plant Engineering and Technical Support 
The Plant Engineering and Technical Support group is responsible for plant engineering, system condition 
assessment and technical support, including Instrument and Controls (I&C). The group ensures adequate 
engineering support is available for operations and maintenance project work, as well as plant condition 
assessment program management. The group has responsibility for “field” plant system ownership with shared 
responsibility for system performance. 
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Reliability Maintenance Services 
The Reliability Maintenance Services (RMS) group is responsible for metallurgy, nondestructive examination 
(NDE), welding predictive maintenance program leadership and owner repair programs and root cause analysis 
support throughout the generation fleet. This position ensures compliance with state and federal repair codes 
and standards through the establishment of related policies and procedures. The group ensures standardization 
and alignment to meet RMS requirements within the organization.  
 
Performance Testing and Analysis  
The Performance Testing and Analysis group is responsible for providing specialized performance engineering 
and testing services. These specialized services consist of the following: 
 

• Developing accurate dispatch heat input equations,  
• Completing required independent power producer facility (IPPF) contract testing,  
• Conducting inventory audits of our coal piles,  
• Performing EPA required emission testing,  
• Maintaining the official capacity ratings for all of our generating units,  
• Monitoring consultants that are used for boiler optimization and coordinating fuel test burns.  
• Plant equipment and system troubleshooting performance testing. 

 
Technical Resources and Compliance  
The Technical Resources and Compliance group is responsible for providing specialized engineering and 
technical services through subject matter experts and technical experts who provide comprehensive technical 
direction as well as drive fleet wide initiatives and standardization. They are responsible for FERC/NERC 
Reliability Standard compliance management and oversight and also have responsibility of overall fleet 
equipment ownership and the System Owners for primary equipment. The group leads the establishment of 
equipment inspection procedures, maintenance guidelines/standards, and specifications.  

 
Engineering and Construction 
Energy Supply’s Engineering & Construction (E&C) is a service organization supporting all operating 
companies.  The primary purpose and responsibilities of the E&C department include: 
 

• Develop and manage the Energy Supply capital budget process and coordinate development of the 
Energy Supply Strategic Capital Investment Plan (2-, 5- and 10-year capital projects/budgets).  

• Develop and maintain a uniform project management process, including supporting tools, and the 
design and engineering process.  

• Manage capital projects, and execute larger, more complex O&M projects.  
• Develop and execute projects for new generation (including renewable and innovative technologies), 

 
E&C also coordinates development, implementation, and maintenance of an Energy Supply Quality Assurance 
and Quality Control (QA/QC) Program. 
 
Energy Supply Vice President 
The ES Vice President & Executive Office consists of the ES Vice President, the Executive Assistant, and the 
planning and process enhancement team. 
 
The Vice President is responsible for guiding Energy Supply according to the established business plan, setting 
the general direction of Energy Supply’s business plan, and providing guidance and support to all of Energy 
Supply. 
 
Planning & Process Enhancement 
Planning and Process Enhancement is responsible for: 
 

• Researching and developing the Energy Supply business area business plan 
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• Coordinating and developing required business area reporting to support quarterly reviews, year-end 
reports and board presentations  

• Supporting and guiding document and policy management for Energy Supply  
• Supporting problem solving and daily management improvement activities  
• Supporting and providing benchmarking and analysis 
 

Environmental Services 
 
Environmental Services is a centralized organization responsible for supporting the Xcel Energy enterprise 
compliance with the rules and regulations governing air quality, water quality, hazardous waste, solid waste, 
storage tanks, remediation of acquired or divested property and emergency spill response. Our customers 
within the enterprise include Energy Supply, electric transmission and distribution, high pressure gas, and gas 
distribution. The organization provides environmental permitting and compliance support in the four operating 
companies and obtains regulatory permits that provide the flexible and cost-effective authorization for company 
operations while protecting the environment.  Environmental Services also provides training and compliance 
assistance services to our customers to help them comply with the various regulatory requirements.  The audit 
function of the organization contributes to the environmentally responsible, long-term and cost-effective 
operations of Xcel Energy facilities by providing risk-based, objective and accurate assessments of compliance 
with environmental regulations, company environmental policies and environmental management systems.  
 
Environmental Services is also responsible for helping to develop and implement the Company’s environmental 
leadership strategy and associated policy initiatives. We support the development of Xcel Energy’s 
environmental strategy by providing technical and emission information, participating in industry associations 
and meetings, and developing comments on proposed regulations. We work with Operations to implement the 
compliance strategy by obtaining permits, development of reporting processes, and provide necessary 
compliance training. 

 
Energy Supply Corporate 
The Energy Supply Corporate department is used to record special accounting transactions. It does not 
normally contain a budget, due to the unpredictable nature of these transactions. No employees are budgeted 
in this department. 
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Cost Allocation Methodologies 
 
The allocation methods used to distribute costs to legal entity and utility include:  

 
Operating Company Direct Charges  
 
Costs incurred directly by a particular operating company.  For example, the relevant operating company pays 
insurance premiums for operating-company-specific policies.  These premiums are shown as direct charges to 
that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges  
 
Costs incurred by the Service Company on behalf of an operating company.  For example, some Budgeting 
personnel may be involved in a specific operating company initiative (e.g., a rate case or other regulatory filing).  
Any Service Company labor costs associated with this initiative are billed directly to the relevant operating 
company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges   
 
Costs for which a unique operating company cannot be determined or which are incurred on behalf of all 
operating companies.  For example, general Budgeting services are provided on a centralized basis for all Xcel 
Energy legal entities.  The Service Company labor costs associated with these services are allocated to the 
legal entities using allocations.  The particular methods utilized for each service area are described below: 
 

Functional Area Subledger 
Code 

Description 

Energy Supply 
Business Resources 

414 Energy Supply Business Resources services includes the labor and non-
labor costs of performance analysis, specialists and analytical services 
provided to the operating companies' generation facilities.  This is primarily 
used by Business Systems and Energy Supply areas. 

Energy Supply Asset 
Management 
 

430 Energy Supply Asset Management services includes the labor and non-labor 
costs of providing management support to the Energy Supply organization, 
maximizing business value of the Energy Supply information systems, 
developing the business plan, optimizing plant inventory, and leading the 
development of asset management strategy and implementation.  This is in 
the process of being closed down. 

ES Misc Power 
Expense Op Co's 
 

455 ES Misc Power Expense Op Co's services include Energy Supply operations 
performance services labor and non-labor costs for non-management 
employees with the following accountabilities:  Develop / suggest / implement 
improvements for multiple power plants, standardize best practices and 
process improvements across multiple power plants, establish operations and 
maintenance policies and procedures for multiple power plants. This 
allocation is used when all four jurisdictions are benefiting from the services.   

ES Misc Power 
Expense North 

456 
 

ES Misc Power Expense North services include Energy Supply operations 
performance services labor and non-labor costs for non-management 
employees with the following accountabilities:  Develop / suggest / implement 
improvements for multiple power plants, standardize best practices and 
process improvements across multiple power plants, establish operations and 
maintenance policies and procedures for multiple power plants. This 
allocation is used when NSPM & NSPW jurisdictions are benefiting from the 
services.   
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Cost Allocation Methodologies 
 

Functional Area Subledger 
Code 

Description 

ES Operations 
Management OPCo's 
 

458 ES Operations Management OPCo's services include management of energy 
supply operations services labor and non-labor costs for the following 
accountabilities:  Operate plant equipment within requirements, maintain 
plant equipment, manage plant personnel in accordance with labor contracts, 
suggest/implement plant improvements, maintain community relationships, 
establish operations and maintenance policies and procedures and overhaul 
planning and execution. This allocation is used when all four jurisdictions are 
benefiting from the services. 
 

ES Operations 
Management North 
 

459 'ES Operations Management North services include management of energy 
supply operations services labor and non-labor costs for the following 
accountabilities:  Operate plant equipment within requirements, maintain 
plant equipment, manage plant personnel in accordance with labor contracts, 
suggest/implement plant improvements, maintain community relationships,  
establish operations and maintenance policies and procedures and overhaul 
planning and execution. This allocation is used when NSPM & NSPW 
jurisdictions are benefiting from the services 

ES Engineering & 
Construction OPCo's 
 

461 ES Engineering & Construction OPCo's services which include management 
and performance labor and non-labor costs for the following accountabilities:  
Researching, reviewing, recommending and facilitating the selection of 
technological alternatives for improved plant and environmental performance. 
Manage uniform project management process (policies).  Planning for 
Physical Plant Modifications, which includes consolidation and management 
of short-term and long-term plans for physical plant modifications.  Develop 
and execute Innovative Technology Projects such as: Biomass, Solar, and 
Wind.  Implement enterprise project management (EPM) and planning tools.  
Establish uniform technology, design & equipment standards.  This allocation 
is used when NSPM, NSPW, PSCo and SPS jurisdictions are benefiting from 
the services. 

ES Engineering & 
Construction North 
 

462 Energy Supply Engineering and Construction services which include 
management and performance labor and non-labor costs for the following 
accountabilities:  Researching, reviewing, recommending and facilitating the 
selection of technological alternatives for improved plant and environmental 
performance. Planning for Physical Plant Modifications, which includes 
consolidation and management of short-term and long-term plans for physical 
plant modifications.  Develop and execute Innovative Technology Projects 
such as: Biomass, Solar, and Wind.  Establish uniform technology, design & 
equipment standards.  This allocation is used when NSPM and NSPW 
jurisdictions are benefiting from the services. 

ES Environmental 
Policy & Services 
OPCo's 
 

464 ES Environmental Policy & Services OPCo's functions which include the 
labor and non-labor costs dedicated to air quality, renewable energy, 
innovative technology and climate change, develop corporate compliance 
strategy, regulatory agency interaction (both at the federal and/or state level), 
permitting and compliance reporting, waste management, combustion 
byproducts management, environmental compliance auditing,  provide 
support to the Environmental Council and  assist with environmental 
communications strategies.  This allocation is used when NSPM, NSPW, 
PSCo and SPS jurisdictions are benefiting from the services. 
 

ES Environmental 
Policy & Services 
North 
 

465 ES Environmental Policy & Services North functions which include the labor 
and non-labor costs dedicated to air quality, renewable energy, innovative 
technology and climate change, develop corporate compliance strategy, 
regulatory agency interaction (both at the federal and/or state level), 
permitting and compliance reporting, waste management, combustion 
byproducts management, environmental compliance auditing,  provide 
support to the Environmental Council and  assist with environmental 
communications strategies.  This allocation is used when NSPM and NSPW 
jurisdictions are benefiting from the services. 
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Appendix A:  Overhaul Summary 
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Major Business Functions and Key Activities 
 
 
Introduction 
 
The Nuclear Generation business area generates power for the Northern States Power (NSP) system, 
supplying both NSP-Minnesota and NSP-Wisconsin.  Nuclear Generation operates two generating plant 
sites, the two-unit Prairie Island plant and the single unit Monticello plant.  Both Prairie Island and 
Monticello operate as base-load generation on the NSP system, and provide safe, reliable, carbon-free 
energy to NSP system customers. 

Prairie Island Nuclear Generating Plant 

NSP-Minnesota owns the Prairie Island Nuclear Generating Plant (PI) located in Welch (28 miles 
southeast of the Twin Cities) near Red Wing, Minnesota. The plant houses two pressurized water 
reactors, totaling 1,100 megawatts of capacity. Prairie Island began commercial operation under initial 40-
year licenses on December 4, 1973 for Unit 1 and on December 21, 1974 for Unit 2.  In June 2011, the 
Prairie Island Nuclear Generating Plant was granted a 20-year license extension by the Nuclear 
Regulatory Commission (NRC) extending their operating lives until 2033 and 2034.   

Monticello Nuclear Generating Plant 

NSP-Minnesota owns the Monticello Nuclear Generating Plant (MT) located in Monticello, Minnesota (40 
miles northwest of the Twin Cities). It is a one-unit, boiling water reactor, providing 671 megawatts of 
generating capacity. The Monticello plant began commercial operation under an initial 40-year license on 
June 30, 1971. In November 2006, the Monticello Nuclear Generating Plant was granted a 20-year 
license extension by the NRC, allowing the plant to operate through 2030. NSP-Minnesota recently 
completed the Life Cycle Management / Extended Power Uprate Project which added 71 MW of capacity 
(for a total of 671 MW) and supports continued operations through the extended license period. 

At the same time that Nuclear power presents both important energy resources and opportunities for the 
future, maintaining a fleet of nuclear power plants presents unique requirements, such as specialized 
safety needs and a very high level of regulatory oversight. In light of the 2011 incident at Fukushima 
Daichii, the NRC and the Institute of Nuclear Power Operations (INPO) have not only added regulations, 
standards, and fees that require additional investments in our plants, but also increased day-to-day 
regulatory oversight that increases the cost of sustaining nuclear power generation.  The steps we have 
taken have proven successful, as effective October 1, 2015 all three of our nuclear units were in the 
NRC’s Column 1, the highest level of safety in their Reactor Oversight Process. 

Organization 

Nuclear Generation is led by the Senior VP & Chief Nuclear Officer (CNO), who reports directly to the 
Chairman, President and CEO of Xcel Energy.  The following organizations report to the CNO within 
Nuclear generation: 

• Site Operations – Prairie Island 
• Site Operations – Monticello 
• Capital Projects  
• Engineering, Nuclear Fuel, & Supply Chain 
• Operations Support 
• Nuclear Oversight 
• Nuclear Finance & Business Planning 
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Customer Value 

 
Xcel Energy’s stated mission is to provide our customers the safe, clean, reliable energy services they 
want and value at a competitive price.  Nuclear Generation seeks to add customer value supporting that 
mission by providing: 

• Operational excellence, and 
• Environmental leadership 

 
Nuclear generating stations are among the most reliable to the Xcel Energy fleet, in terms of providing 
base load energy to the NSP system on a consistent, reliable basis. 
 
Nuclear generation also is environmentally favorable from an emissions standpoint, in that it generates 
virtually none of the greenhouse gas emissions associated with fossil fuels:  carbon dioxide, sulfur 
dioxide, and nitrous oxide.  
 
Finally, nuclear generation helps deliver value to NSP’s customers by providing a reliable source of 
energy at a competitive price.   Nuclear strives to operate at 85-90% of its 1771 MW output capacity. 
 
The Company recognizes that operating nuclear facilities creates additional responsibility to ensure public 
safety.  Nuclear Generation works closely with the NRC to monitor safety, and intends to fully and 
continually comply with all regulatory requirements. 
 
 
 

 
Nuclear Generation O&M Trend 2013-2018 
 

 
 

 

  

     
 

 

 

     
 

 

      
        
        
        
   

     
        
        
        
        
        
         

The chart above summarizes the major components of Nuclear Generation O&M expense: 
• Non-Outage costs 
• Outage costs, net of deferral and amortization 

+10.8% -3.6% -1.9% +1.0% +1.0% 
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Non-Outage O&M Costs 
 
Our goals focus not only on meeting mandated requirements, but also on performance excellence.  The 
Company has moved strategically to improve equipment, improve human performance, maintain strong 
relationships with INPO and the NRC, and bring our plants into top quartile performance.  We have added 
employees that are not only helping us meet our performance goals, but also reduce the cost of and reliance 
on external vendors. We are also managing our operations and maintenance (O&M) expenses to lower the 
rate of year-over-year growth that we have experienced in recent years, now that we have increased our 
staffing from 2012 levels and set up organizations to meet our ongoing needs and demands. 
 
The 2015 forecast and 2016 budget move forward with O&M levels that are necessary to deliver performance 
excellence and support operational and regulatory requirements.  This trend of reducing our cost growth 
began in 2015, which is 1.9% lower than 2014 and supports the longer term trend in Nuclear non-outage 
O&M spending is in the range of 0-2% increases.  The average annual increase in non-outage O&M spending 
from 2013 to 2016 is only 2.0%, and the average annual increase from 2013 to 2018 is 1.9%.   
 
 
Outage O&M Costs 
 
Planned outages refer to regularly scheduled refueling outages during which we also perform off-line 
maintenance to the plant.  The first step in developing the budget for planned outage costs is to identify the 
scope and schedule of refueling outages.  
 
The schedule for a planned outage in a given cycle is determined by the unit’s fuel reloading needs.  
Monticello has historically been on a 24-month fuel cycle and Prairie Island has been on an 18-month cycle.  
Recently we have performed refuelings at Monticello in the spring of odd years, and at Prairie Island in the fall 
of even years for Unit 1 and the fall of odd years for Unit 2. This schedule is based on continuous operation of 
the plant, and can change depending on unplanned outages and their impact on the fuel operating cycles.   
 
The scope of a refueling outage includes routine activities (the activities completed during every refueling 
outage), periodic activities (activities that occur on a defined schedule but not necessarily every refueling 
outage) and other one-time or special activities. 
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2016 Walk Forward of Major Cost Drivers 

 
Non-Outage Outages Total

2015 Forecast 277,265 80,498 357,763
Non-outage:  Labor (4,323) .
Annual wage increase 3,861
Headcount increases:  33 FTEs @ $99,000 annual average 3,267
Budgeted attrition (1,227)
Craft labor reductions (2,729)
Reduced overtime/premium mostly due higher levels of of overtime and 
premium pay as a result of several forced outages in 2015 that are not 
budgeted to recur in 2016.

(7,706)

Other 211

Non-outage:  Non-Labor 8,401
Slight increase in contractor costs 442
Materials costs increased slightly, but remain fairly level from year to 
year.

299

Employee expense increase due to a return to a base level of 
regulatory and oversight travel activity in 2016.  In 2015, we exercised 
discretion and intentionally reduced our face-to-face participation in 
industry groups and initiatives to manage the unexpected costs of 
several forced outages in 2015.

1,808

Increased security contractor costs at 5.1% 1,636
Increased regulatory fees at 4.7% 1,652
Other increased primarily due to the end of sales tax refunds (credits) 
previously booked to Nuclear.  These are now reflected as an 
exemption at the time of materials purchased.

2,565

Outages (10,766)
PI Unit 1 outage in 2016 is $1.6M less than the PI Unit 2 outage in 
2015.  The 2015 PI Unit 2 outage includes the replacement of the 
GSU transformer along with the Main Electric Generator and exciter.  
The 2016 PI Unit 1 outage includes additional reactor vessel 
inspections and major inspections of the main electical generator that 
is planned to be replaced in 2018.  Both outages are scheduled to be 
45 day outages.  

(1,590)

Monticello:  Decrease due to outage in 2015 and only $2.5M in 
planning costs in 2016

(43,692)

Deferral & Amortization - net change 34,516

2016 Budget 281,343 69,733 351,076
Change From Prior Year 1.5% -1.9%  
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Nuclear Generation 2016 O&M Budget Major Business Drivers 
 

 
 
 

 
 

Nuclear Generation 6 September 1, 2015 
 

 



 
The labor and non-labor costs are categorized in Nuclear Generation as Non-outage or Outage related. Non-
outage costs are further subdivided into Site Costs (with Labor and Non-Labor elements), and Non-site Costs 
(for contract Security and Nuclear Fees that are generally non-discretionary). Explanations of the variances in 
these major cost categories are described below.  The primary cost drivers for O&M spend swings between 
years are the periodic planned outages executed to perform refueling and also maintenance that cannot be 
done safely or efficiently online.  The impact of these swings is minimized through outage amortization. 

 
Non-outage Site Costs - Labor: This category consists of labor costs for all native employees in a 
department or station, overtime for recurring activities or projects that are not outage dependent, and all other 
premiums, bonuses, or other compensation required to operate plants or departments on a daily basis.    
 
In general, the Nuclear group has been taking steps to staff at optimal levels internally while reducing reliance 
on more expensive, specialty contractors who have traditionally helped with non-outage work.  The increase 
from the 2015 July forecast to 2016 budget is primarily related to the 2016 headcount increase of 33 FTEs 
primarily to fund operations and engineering “pipeline” positions intended to bring in new staff, train them with 
hands on experience and create “bench strength” for future opportunities that arise to fill existing positions 
and to fund positions for Nuclear employees that have been temporarily assigned to the PTT Project who are 
expected to return.   In addition, wage increases of 2.5% for union and 3.0% for non-union are increasing 
labor by $3.9M.  This is offset by $1.2M of budgeted attrition to reflect an assumed level of open positions 
between the time employees leave and are replaced.  In addition, labor costs are decreasing by $2.7M 
related to craft labor resources and $7.7M related to reduced overtime/premium pay that is primarily a result 
of forced outages in 2015 that are not expected to recur in 2016.   

 
Non-outage O&M: Site Costs - Non-Labor: This category consists of materials, contractor expenses, and 
employee expenses required to operate the stations or departments on a daily basis.  The net $5.1M increase 
compared to 2015 includes higher employee expenses to return to a base level of regulatory and oversight 
travel activity in 2016.  In 2015, we exercised discretion and intentionally reduced face-to-face participation in 
industry groups and initiatives to manage the unexpected cost of several forced outages in 2015.  In addition, 
other O&M expenses increased due to higher information technology costs and due to the end of sales tax 
refunds previously available to Nuclear, that are now reflected as an exemption at the time of materials 
purchased.  Please note that non-labor security contractor costs and regulatory fees that are considered non-
discretionary are separately identified in the next category.  
 
Non-Outage O&M: Non-Site Costs - Security & Fees:  Security costs and regulatory fees are a significant 
cost category for the Nuclear Generation business area and are considered non-discretionary.  Security costs 
include contracted site security services.  Internal site security expenses are included in Non-outage Site 
Costs (mostly labor and some non-labor).  Fees include dues and fees required by the Nuclear Regulatory 
Commission (NRC), Federal Emergency Management Agency (FEMA) for Federal and various state 
agencies, Institute of Nuclear Power Operations (INPO), Electric Power Research Institute (EPRI), Nuclear 
Energy Institute (NEI), and other nuclear specific dues or fees including equipment owner groups.  This Non-
Site category in 2016 is approximately $73M of the $281M of non-outage costs, or 26%.  Security costs 
planned for 2016 are increasing $1.6M or 5.1% over 2015.  Regulatory fees are increasing $1.7M or 4.7%, 
primarily due to higher fees charged by NRC, FEMA/State EP, EPRI and the Prairie Island Indian Community. 
 
Outage O&M Costs:  This cost category includes only scheduled refueling and maintenance outages that are 
planned in advance.  Costs in this category are only incurred during the outage, or only as defined for certain 
pre-outage work, and are considered outage dependent.  The costs are incremental to non-outage costs and 
include overtime, contract work, materials, traveling maintenance labor, regular labor for non-native plant 
employees, craft labor and other expenses for outages.  Fixed or “base” costs (not included in outage costs) 
are budgeted as Non-outage Site labor or non-labor.   
 
The 2016 outage work is for a normal refueling outage for PI Unit 1 for which we expect to incur $43.0M.  
Total 2016 outage costs, including deferral and amortization, are expected to be ($10.8M) lower than outage 
costs in 2015 due to the effect of amortizing the higher costs of 2013 and 2014 extended outages in 2015.   
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2017 Walk Forward of Major Cost Drivers 
 

Non-Outage Outages Total
2016 Budget 281,343 69,733 351,076

Non-outage Labor 3,669 .
Annual wage increase 4,274
Budgeted attrition (13)
Overtime increase 210
Other (802)

Non-outage Non-Labor 660
Contractor decrease due to a reduction of unplanned forced outage 
costs

(1,466)

Materials costs increase representing normal escalation factors 249
Employee expense increase representing normal escalation factors 193
Increase for security costs - 1.5% 504
Increase in regulatory fees - 2.3% 907

Other 275

Outages (818)
PI Unit 2 outage is $2.4M lower in 2017 than Unit 1 in 2016 due to 
lower anticipated outage days for the 2017 outage.

(2,397)

Monticello has planning costs of $2.5M in 2016 compared to a 35 day 
outage in 2017

44,244

Deferral & Amortization - net change (42,665)

2017 Budget 285,672 68,915 354,585
Change From Prior Year 1.5% 1.0%  
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Nuclear Generation 2017 O&M Budget Major Business Drivers 
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The labor and non-labor costs are categorized in Nuclear Generation as Non-outage or Outage related. Non-
outage costs are further subdivided into Site Costs (with Labor and Non-Labor elements), and Non-Site Costs 
(including contract Security and Fees that area generally non-discretionary). Explanations of the variances in 
these major cost categories are described below. The primary cost drivers of O&M swings between years are 
the periodic outages executed to perform refueling and also maintenance that cannot be done safely or 
efficiently online.  The impact of these swings is minimized through outage amortization. 
 
 
Non-outage O&M: Site Costs - Labor: This category consists of labor costs for all native employees in a 
department or station, overtime for recurring activities or projects that are not outage dependent, and all other 
premiums, bonuses, or other compensation  required to operate plants or departments on a daily basis.   
 
No staff level increases are budgeted for 2017 over 2016 levels. The increase from the 2016 Budget to the 
2017 budget is primarily related to the 2017 average merit increase of 3.0% for union and 3.0% for non-union, 
which is increasing the labor by $43M.  

 
Non-outage O&M: Site Costs - Non-Labor: This category consists of materials, contractor expenses, and 
employee expenses required to operate the stations or departments on a daily basis.  The ($0.8M) decrease 
is primarily in contractor costs compared to 2016 due to reduced costs for unplanned forced outages.  Please 
note that non-labor security contractor costs and regulatory fees that are considered non-discretionary are 
separately identified in the next category.  
 
Non-outage O&M: Non-Site Costs - Security & Fees:  Security costs and regulatory fees are a significant 
cost category for the Nuclear Generation business area and are considered non-discretionary.  Security costs 
include contracted site security services.  Internal site security expenses are included in Non-outage Site 
Costs (mostly labor and some non-labor).  Fees include dues and fees required by the Nuclear Regulatory 
Commission (NRC), Federal Emergency Management Agency (FEMA) for Federal and various state 
agencies, Institute of Nuclear Power Operations (INPO), Electric Power Research Institute (EPRI), Nuclear 
Energy Institute (NEI), and other nuclear specific dues or fees including equipment owner groups.  This Non-
site category in 2017 is approximately $74M of the $286M of non-outage costs, or 26%.  Security costs 
planned for 2017 increased $0.5M or 1.5% over 2016.  Regulatory fees were assumed to increase $0.9M, or 
2.3%. 
 
Outage O&M Costs:  This cost category includes only scheduled refueling and maintenance outages that are 
planned in advance.  Costs in this category are only incurred during the outage, or only as defined for certain 
pre-outage work, and are considered outage dependent.  The costs are incremental to non-outage costs and 
include overtime, contract work, materials, traveling maintenance labor, regular labor for non-native plant 
employees, craft labor and other expenses for outages.  Fixed or “base” costs (not included in outage costs) 
are budgeted as Non-outage Site labor or non-labor.   
 
The outage costs for 2017 include Prairie Island’s Unit 2 outage and Monticello’s outage that are planned to 
be normal refueling outages that year.  The total 2017 outage costs, including deferral and amortization, are 
expected to be ($0.8M) lower than outage costs in 2016. 
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2018 Walk Forward of Major Cost Drivers 
 

Non-Outage Outages Total

2017 Budget 285,672 68,915 354,585
Non-outage Labor 4,182 .
Annual merit increase 4,472
Budgeted attrition (123)
Overtime increase 269
Other (436)

Non-outage Non-Labor 1,658
Slight decrease in contractor costs (47)
Materials costs increase representing normal escalation factors 227
Employee expense increase representing normal escalation factors 70
Increase in regulatory fees - 1.6% 821
Increase in security contractor costs - 2.0% 541
Other 46

Outages (2,294)
PI's Unit 1 outage in 2018 is $4.6M higher than the Unit 2 outage in 
2017 due to the replacement of the steam generator in the 2018 
outage. 4,644
Decrease due to Monticello outage in 2017 for $47M compared to 
planning costs in 2018 of $2.1M (44,711)
Deferral & Amortization - net change 37,773

2018 Budget 291,512 66,621 358,132
Change From Prior Year 2.0% 1.0%
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Nuclear Generation 2018 O&M Budget Major Business Drivers 
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The labor and non-labor costs are categorized in Nuclear Generation as Non-outage or Outage related. Non-
outage costs are further subdivided into Site costs (with both Labor and Non-Labor elements), and Non-Site 
Costs (including contract Security and Fees which are generally non-discretionary). Explanations of the 
variances in these major cost categories are described below. The primary cost drivers of the O&M swings 
between years are the periodic outages executed to perform refueling and also maintenance that cannot be 
done safely or efficiently online. The impact of these swings is minimized through outage amortization. 
 
Non-outage O&M: Site Costs - Labor: This category consists of labor costs for all native employees in a 
department or station, overtime for recurring activities or projects that are not outage dependent, and all other 
premiums, bonuses, or other compensation required to operate plants or departments on a daily basis.   
 
No staff level increases are budgeted for 2017 over 2016 levels. The increase in non-outage labor from the 
2017 budget to the 2018 budget is primarily related to the 2018 average merit increases of 3.0% for union and 
3.0% for non-union employees, which are increasing the labor by $4.5M.   

 
Non-outage O&M: Site Costs - Non-Labor: This category consists of materials, contractor expenses, and 
employee expenses required to operate the stations or departments on a daily basis.  Total increase is $0.3M 
from 2017 to 2018.  Please note that non-labor security contractor costs and regulatory fees that are 
considered non-discretionary are separately identified in the next category.  
 
Non-outage O&M: Non-site Costs - Security & Fees:  Security costs and regulatory fees are a significant 
cost category for the Nuclear Generation business area and are considered non-discretionary.  Security costs 
include contracted site security services.  Internal site security expenses are included in Non-outage Site 
Costs (mostly labor and some non-labor).  Fees include dues and fees required by the Nuclear Regulatory 
Commission (NRC), Federal Emergency Management Agency (FEMA) for Federal and various state 
agencies, Institute of Nuclear Power Operations (INPO), Electric Power Research Institute (EPRI), Nuclear 
Energy Institute (NEI),  and other nuclear specific dues or fees including equipment owner groups.  Security 
costs planned for 2018 are increasing $0.5M or 2.0% over 2017, while regulatory fees are increasing $0.8M 
or 1.6%. 
 
Outage Costs:  This cost category includes only scheduled refueling and maintenance outages that are 
planned in advance.  Costs in this category are only incurred during the outage, or only as defined for certain 
pre-outage work, and are considered outage dependent.  The costs are incremental to non-outage costs and 
include overtime, contract work, materials, traveling maintenance labor, regular labor for non-native plant 
employees, craft labor and other expenses for outages.  Fixed or “base” costs (not included in outage costs) 
are budgeted as Non-outage Site labor or non-labor.   
 
The outage costs for 2018 include only Prairie Island’s Unit 1 outage that is planned to be normal refueling 
outage that year.  The total 2018 outage costs, including deferral and amortization, are expected to be 
($2.3M) lower than outage costs in 2017. 
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Functional Organization Chart 

In addition to direct responsibilities noted below, the leaders of these areas collaborate as a Nuclear 
Generation executive team for the oversight of business planning, project prioritization and funding, 
regulatory compliance, and other matters. 
The Site Operations at each plant are led by a Site VP, who oversees the day-to-day operation of the 
generating plant and the strategic implementation of all functions performing at/for the site. These 
functions, which include regulatory/environmental compliance, security, emergency planning, and training 
have the common objective of assuring the collective operations of the nuclear site meet all nuclear 
industry and Company expectations.   

Engineering, Fuel, & Nuclear Supply Chain includes teams that support each of those areas.  
Engineering is a core competency of Nuclear in its operation, maintenance and construction activities.  
Fuel management and procurement are also significant responsibilities for supporting safe, reliable, and 
cost-effective nuclear operations.  

Operations Support provides support to daily operations within the Nuclear business area and oversight 
of the fleet-wide Nuclear departments of Security, Training, Regulatory Services, and Fleet Standards. 
These functions also ensure improvement of operating performance through governance, oversight, and 
support of the plants.   

Capital Projects oversees the planning and execution of capital projects for Nuclear Generation. 
Nuclear’s capital projects include initiatives mandated by regulators, upgrades to equipment to maintain 
reliability, efforts to improve operating performance, storage of spent nuclear fuel, and facilities.  

Nuclear Oversight is an independent oversight function responsible for Nuclear’s quality assurance and 
corrective action programs that promotes continuous improvement.  

Nuclear Finance & Business Planning provides support for financial management of plant operating 
expenses and capital project costs, including financial analysis and reporting, and also strategic and 
business planning, to ensure the development of relevant plans and monitoring of results to achieve long-
term operational success. 

 

Site VP 
Monticello 
Nuclear 

Generating Plant

VP Capital 
Projects

Site VP 
Prairie Island 

Nuclear 
Generating 

Plant

VP Fleet 
Operations 

Support
VP, Nuclear 
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VP Nuclear 
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Business 
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VP Engineering, 
Nuclear Fuel, & 
Supply Chain 

Chief Nuclear Officer

Xcel Energy Chief 
Executive Officer
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Cost Allocation Methodologies 
 
 
The methods used to distribute costs to legal entity and utility include: 
 
Operating Company Direct Charges: 
 
All costs initiated in the Nuclear Generation business area are recorded at the plant level via Xcel Energy 
financial systems and the nuclear workorder management system.  
 
Nuclear maintains a workorder management system (Passport) for accumulating all costs on an activity, 
project, program, workorder or other appropriate basis.  To the extent practicable, time records of hours 
worked by Xcel Energy and nuclear employees are kept by activity, project, program or workorder.   
 
 
Service Company Direct Charges: 
 
Not applicable as Nuclear only serves NSP-Minnesota 
 
Service Company Allocated Charges: 
 
Not applicable as Nuclear only serves NSP-Minnesota 
 
 
 
 
 
Definitions: 

• Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the 
relevant operating company pays insurance premiums for operating-company-specific policies.  These premiums are 
shown as direct charges to that operating company. 

 
• Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 

company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 

 
• Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be 

determined or which are incurred on behalf of all operating companies.  For example, general Budgeting services are 
provided on a centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these 
services are allocated to the legal entities using allocations.  The particular methods utilized for each service area are 
described above. 
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Major Business Functions and Key Activities 
 

Introduction 
 
The Transmission business unit oversees all aspects of Xcel Energy’s transmission system, including 
transmission lines and associated substation assets. The focus of the Transmission business unit is 
to efficiently and effectively plan, construct, operate, and maintain this system in compliance with all 
regulations and requirements, in a safe and responsible manner, to best meet the reliability and 
energy needs of our customers and regions.  
 
Customer Value 
 
The Transmission organization provides customer value through 3 main operational drivers: 
 

1. New Assets:  Includes planning, engineering, permitting and construction of large capital 
investment commitments and infrastructure modernization.     

a. The Transmission business unit manages risks and costs associated with 
transmission expansion and normal operations through a blended workforce 
resource.  The blended workforce consists of internal and external resources acting 
as a homogeneous workforce.  The external resources allow Xcel Energy to manage 
the flexibility of resources with transmission and substation construction schedules.  
For example, a study by SPP showed that some SPS projects were built at lower 
cost compared to the other SPP transmission owners.  This is due to the blend of 
experienced internal labor with contractors at SPS compared to the other 
transmission owners.              

2. Existing Assets:  Includes operating, maintaining, restoring, and analyzing performance of the 
many existing transmission and substation assets.  Transmission has many robust programs 
to address ever increasing reliability standards and compliance requirements that are 
focused on ensuring ongoing system reliability.  In addition, there are efforts that focus on 
productivity initiatives such as: 

a. Prioritized work schedules with more structure and transparency to maintenance 
b. More effective and efficient crew composition and scheduling 
c. Appropriately trained and equipped replacements for retirements (including focused 

training with simulations, standardized processes, compliance knowledge, etc.)  
d. Continue to strengthen focus on real-time operations, system protection, and 

commissioning.  
3. Strategic Business Operations:  Planning, Policy, Competitive and Operational Strategy, 

Communication, and Process:  Includes comprehensive asset, business and project 
execution planning for asset development, standards compliance management, business 
relations and contract management, and operations in the evolving business environment.  
Strategic operations also includes assessing and integrating multiple drivers and 
requirements for new or upgraded transmission assets, influencing rules and standards 
development, regional planning, policy evolution, and facilitating execution and opportunity. 

a. Participate in regional planning, project selection methodology, rule-making and cost 
allocation development (FERC Order 1000)       

 
Additional Productivity Detail & Plans: 

• Safety training that improves workforce safety and equipment operations though human 
performance training, on-site job briefings and driver safety 

• Increase planned and scheduled preventive maintenance to reduce frequency of more 
expensive and disruptive corrective maintenance (risk based approach) 

• Outage coordination for improved planning and scheduling of work portfolio 
• Maintenance and compliance data management efficiency improvements 
• Materials 

o Critical Inventory stock (on time in full) 
o Strategic supplier alliances through the Supply Chain organization, to reduce costs 

and ensure adequate and quality supply of critical materials and services 
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Customer Value 
 
Additional Productivity Detail & Plans: 
 

• Leveraging technology to improve the operator’s and engineer’s field visualization through 
Energy Management System (EMS) improvements and increase analytics capabilities 
through a Substation Asset Management system (SAMS) 

• Develop and implement procedures to submit bid proposals for competitive projects within all 
the regions Xcel Energy operates. 

 
Additional Driver Detail:  
Headcount/Labor 

• Total Xcel Energy:  Exempt, Benefit, Union – 1260 FTE’s (619 Exempt and 641 Union): 
• 209, or 17%, total transmission employees eligible to retire in 2016.  

o NSPM: 59 eligible and 12 employees expected to retire in 2016. 
o PSC: 73 eligible and 15 employees expected to retire in 2016.  
o SPS: 16 eligible and 4 employees expected to retire in 2016. 
o NSPW: 6 eligible and 2 employees expected to retire in 2016. 
o XS: 55 eligible and 11 employees expected to retire in 2016. 

• Wage increases/union contractual increases 
 

Functional Area Activity Drivers (2016 budget amounts) 
 
Transmission Planning and Business Relations – $7.5M 

• Reliability and cost studies 
• Regional planning and project support 
• Analytics, Cost Allocation, & Policy 

 
Business Operations - $2.3M 

• Compliance process improvements and documentation  
• Process Improvements  

 
Transmission Portfolio Delivery and Engineering Design – $10.7M 

• System Protection and Communications Engineering  
• Compliance Expansion/ Line Remediation 

 
Transmission Construction and Line Operations - $14.4M 

• NERC compliance maintenance and inspection of growing system 
• Support for significant capital construction 

 
Substation Operations and Maintenance - $50.4M 

• Compliance and reliability maintenance execution 
• Non-bulk electric system maintenance 
• O&M component of capital construction and cumulative asset addition 
• Substation commissioning 

 
System Operations - $12.0M 

• Training and compliance 
• Facilities control and regional reliability 
• Outage management  

 
System Sustainability – $3.6M 

• Training 
• Strategic planning for existing assets for system sustainability  
• Performance analysis and standards support 
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Customer Value 
 
Functional Area Activity Drivers (2016 budget amounts) 
 
Strategic Transmission Initiatives - $0.6M 

• Facilitate and communicate with external stakeholders and partners  
• Project support and related studies 

 
Transmission Investment Development - $1.3M 

• Competitive transmission strategy 
• Preparation and submittal of competitive projects 
• Building partnerships to expand transmission investment 

 
Productivity Through Technology (PTT) - $0.1M 

• Development of work asset management system 
• Change management 
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Electric Transmission and Substations Infrastructure 
 

 
 

Transmission Line 
Miles * 

 
# of Substations, 
Transmission and 

Distribution ** 

 
Control 
Centers 

    
NSPM               5,297 356 1 

NSPW 2,410 201 1 
PSCo 4,592 230 1 
SPS 7,224 433 1 
             19,523               1,220 4 
    

 
* FERC FORM NO. 1, 2014 - Line Miles Length measured by pole miles, in the  
case of underground lines reporting circuit miles. 
** FERC FORM NO. 1, 2014 & 10K - Substations which serve only one industrial or street  
railway customer are not listed. 

Public Service 
Company of 

Colorado 

Northern States 

Power Company- 
Wisconsin 

Northern States 
Power Company- 

Minnesota 

Southwestern 
Public Service 
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Walk Forward of Major Cost Drivers 
 
 
 
Transmission - NSPM 2016 – 2018 O&M Budget Major Cost Drivers 
 
Dollars in Thousands       
2015 Forecast     $43,228  
Merit - 3% 

 
627  

 
    Projects / Initiatives / Compliance 

 
(888) 

 Completed Compliance Activities; FERC Order 754, 
CAPE reporting (594) 

  Competitive Transmission Activity (294) 
    
  

    Regulatory Requirements & Fees 
 

225  
 NERC, FERC, etc. 225  

  
    Miscellaneous 

 
(31) 

 
    2016 Budget     $43,161  
Merit - 3% 

 
619  

 
    Projects / Initiatives / Compliance 

   Operational and Productivity Through Technology 
savings 

 
(345) 

 
    Regulatory Requirements & Fees 

 
178  

 NERC, FERC, etc. 220  
  University of MN Center for Electric Energy (42) 
  

    Miscellaneous 
 

(5) 
 

    2017 Budget     $43,608  
Merit - 3% 

 
630  

 
    Projects / Initiatives / Compliance 

   Operational and Productivity Through Technology 
savings 

 
(361) 

 
    Regulatory Requirements & Fees 

 
140  

 NERC, FERC, etc. 140  
  

    Miscellaneous 
 

21  
 

    2018 Budget     $44,038  
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Transmission – NSPM 2016 Budget Major Cost Drivers 
 

 
 
Merit: The merit increase of $627K is based on a 3% increase for union employees and non-union 
employees.  
 
Projects and Initiatives:   
 
Completed Compliance Activities – In August 2012, NERC issued a Request for Data related to 
FERC Order No. 754, which requires each transmission planner including NSPM to conduct studies 
and submit data related to single points of failure on protection systems that may result in adverse 
reliability risks.  In order to comply with this requirement, Transmission spent approximately $286K for 
consulting services to complete the data requests and related inspections and analysis; and 
approximately $279K for an updated Computer Aided Protection Engineering (CAPE) protection 
system model and related studies to analyze its protection system performance and identify potential 
misoperations. This compliance requirement should be complete in 2016. Additionally, NERC 
required substation maintenance was performed by contract crews due to internal staff performing 
work for Nuclear. The 2014 level of work done for Nuclear is not expected to recur, therefore, the 
NERC required maintenance will be performed with internal staff, reducing the contract labor by $1.2 
million.  
 
Competitive Transmission Activity – In September 2014, the Company submitted and received 
approval from the Minnesota Public Utilities Commission requesting approval of Administrative 
Services Agreements (ASA) with Xcel Energy Transmission Development Company, LLC (XETD) 
and Xcel Energy Southwest Transmission Company, LLC (XEST) in Docket No. E002/AO-14-759 . 
These newly formed electric transmission company or “Transco” affiliates were formed to seek to 
construct, own, and operate transmission facilities in the MISO region outside the Company’s 
traditional service area, and bordering on the MISO region. The approval of these Transcos allows 
the Company to compete on transmission projects that are proposed in the MISO region under the 
implementation of FERC Order 1000. The ASAs provide the terms and conditions for the Company to 
provide, on an as available basis, personnel, goods, and services to support XETD and XEST 
transmission planning, development, construction and other activities. With the establishment of the 
TransCos, some external labor costs were transferred out of the NSPM budget and into XETD or 
XEST. This resulted in a decrease of $294K in the 2016 budget, due to Competitive Transmission 
Activity. 
 
 
Transmission and Operating Services 7 September 1, 2015 
  



 

Transmission – NSPM 2016 Budget Major Cost Drivers 
 
Projects and Initiatives:   
 
Regulatory Requirements and Fees: NERC fees, based on NSPM’s proportion of the Midwest 
Reliability Organization’s (MRO) megawatt hours used. The guidance from the MRO organization 
was to account for and an 8-10% year over year increase. Due to increased activity related to FERC 
Order 1000 and the MRO’s bid issuance and reviewing activity, NSP assumed an 8% increase.     
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Transmission – NSPM 2017 Budget Major Cost Drivers 
 

 
 
 
 
Merit: The merit increase of $619K is based on a 3% increase for union employees and for non-union 
employees.   
 
Projects and Initiatives:   
Operational and Productivity Through Technology savings resulted in a $345K decrease. 
 
 
Regulatory Requirements and Fees:  THE NERC fee assessment is based on NSP’s proportion of 
the Midwest Reliability Organization’s (MRO) megawatt hours used. The guidance from the MRO 
organization was to account for an 8- 10% year over year increase. Due to increased activity related 
to FERC Order 1000 and the MRO’s bid issuance and reviewing activity, NSP assumed a 10% 
increase. 
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Transmission – NSPM 2018 Budget Major Cost Drivers 
 

 
 
 
Merit: The merit increase of $630K is based on a 3% increase for union and non-union employees.   
 
Project and Initiatives:  
Operational and Productivity Through Technology savings resulted in a $361K decrease. 
  
Regulatory Requirements and Fees:  THE NERC fee assessment is based on NSP’s proportion of 
the Midwest Reliability Organization’s (MRO) megawatt hours used. NSP budgeted a 6% increase, as 
the MRO’s administrative expenses are to become more stabilized as the bidding review/ issuance 
process are practiced more frequently. 
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Functional Organization Chart  
 

NSPM PSCO SPSNSPW

Transmission Planning &
Business Relations

22 Total EEs
22 Non-Union

Transmission Business
Operations
5 Total EEs
5 Non-Union

Transmission PTT
3 Total EEs
3 Non-Union

Transmission Investment
Development
3 Total EEs
3 Non-Union

Strategic Transm Initiatives
3 Total EEs
3 Non-Union

System Sustainability
12 Total EEs
12 Non-Union

System Operations
19 Total EEs
19 Non-Union

Substation
& Operations Maintenance

165 Total EEs
130 Union & 35 Non-Union

Trans Portfolio Delivery
& Engineering Design

105 Total EEs
105 Non-Union

Transm Construction
& Line Operations

118 Total EEs
92 Union & 26 Non-Union

Transmission Planning &
Business Relations

6 Total EEs
6 Non-Union

Transmission Business
Operations
1 Total EE

1 Non-Union

Transmission PTT
1 Total EEs
1 Non-Union

Transmission Investment
Development
1 Total EEs
1 Non-Union

Strategic Transm Inititatives
1 Total EEs
1 Non-Union

System Sustainability
3 Total EEs
3 Non-Union

System Operations
12 Total EEs

7 Union & 5 Non-Union

Substations
Operations & Maintenance

45 Total EEs
36 Union & 9 Non-Union

Trans Portfolio Delivery
& Engineering Design

28 Total EEs
28 Non-Union

Transm Construction
& Line Operations

9 Total EEs
8 Union & 1 Non-Union

Transmission Planning &
Business Relations

16 Total EEs
16 Non-Union

Transmission Business
Operations
4 Total EEs
4 Non-Union

Transmission PTT
2 Total EEs
2 Non-Union

Transmission Investment
Development
2 Total EEs
2 Non-Union

Strategic Transm Initiatives
2 Total EEs
2 Non-Union

System Sustainability
9 Total EEs
9 Non-Union

System Operations
36 Totals EEs
36 Non-Union

Substations
Operations & Maintenance

165 Total EEs
130 Union & 35 Non-Union

Trans Portfolio Delivery
& Engineering Design

91 Total EEs
91 Non-Union

Transm Construction
& Line Operations

84 Total EEs
72 Union & 12 Non-Union

Transmission Planning &
Business Relations

14 Total EEs
14 Non-Union

Transmission Business
Operations
3 Total EEs
3 Non-Union

Transmission PTT
1 Total EEs
1 Non-Union

Transmission Investment
Development
2 Total EEs
2 Non-Union

Strategic Transm Initiatives
2 Total EEs
2 Non-Union

System Sustainability
7 Total EEs
7 Non-Union

System Operations
33 Total EEs

16 Union & 17 Non-Union

Substations
Operations & Maintenance

112 Total EEs
85 Union & 27 Non-Union

Trans Portfolio Delivery
& Engineering Design

69 Total EEs
69 Non-Union

Transm Construction
& Line Operations

132 Total EEs
114 Union & 18 Non-Union

SVP
Transmission
2 Total EEs
2 Non-Union

SVP
Operations

Chairman,
President
& CEO
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Major Business Functions and Key Activities 
 
Key Organizations and Activities 
 

• Transmission Asset Management and Business Relations – Is responsible for risk 
management, life cycle planning, system planning and capital budgets. This includes all 
operating company employees and expenditures.  Business Relations area is responsible for 
negotiating contracts with generators, transmission owners and distribution utilities, and 
resolving customer problems associated with Transmission. They also represent Xcel Energy 
in regional transmission operations policy review and development. Most of the Business 
Relations employees are in the Service Company. 

 
• Business Operations - Provides guidance, consulting, project leadership and performance 

monitoring for transmission departments on regulatory compliance, strategic planning, and 
Transmission Resource Optimization business performance improvements. Business 
Operations emphasizes structured approaches to process improvements, achievement 
of performance goals, and administration and oversight of compliance processes to ensure 
adherence to rules mandated by the Electric Reliability Organization (ERO), North American 
Electric Reliability Corporation (NERC) and Federal Energy Regulatory Commission (FERC). 
All of the Business Operations employees are in the Service Company. 

 
• Engineering – Is responsible for transmission line and substation design and engineering, as 

well as protection system engineering and substation communications. This area includes a 
few Service Company employees but primarily includes operating company employees and 
expenditures. 

 
• Field Operations – Provides transmission line and substation construction, maintenance, and 

civil construction services. This area also oversees the Trucking/Hauling functions and 
includes mainly operating company employees and expenditures, with few Service Company 
employees. 

 
• Portfolio Delivery – Is responsible for capital project management, third-party contractor 

management, and securing and managing transmission land rights. This area includes both 
Service Company and operating company employees and expenditures. 

 
• Substation Operations and Maintenance – Is responsible for substation maintenance 

engineering, routine and emergency maintenance and operational activities for transmission 
and distribution substations for all operating companies of Xcel Energy. The organization also 
provides construction support for capital projects and is responsible for commissioning these 
new facilities when they are placed in service. This area mostly includes operating company 
employees and expenditures with a few Service Company employees. 

 
• System Operations – Operates and controls the transmission line facilities and ensures 

regional reliability. The organization provides real-time planning, system commissioning and 
energy accounting. This area includes both Service Company and operating company 
employees and expenditures.  

 
• System Sustainability – Provides comprehensive electric material and design standards for 

transmission and substations. Enhanced training programs for compliance and journeyman 
training. It also provides tracking and analysis for compliance, system reliability and lifecycle 
information. This area includes only Service Company employees and expenditures. 
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Major Business Functions and Key Activities 
 
Key Organizations and Activities 
 
 

• Strategic Transmission Initiatives (STI) – Provides strategic vision, leadership, coordination, 
and technical expertise to major transmission initiatives in the areas of business 
development, strategic project investment and ownership structures. STI’s responsibilities 
include ensuring that the Company’s investment is protected, regulatory requirements are 
met, risk is mitigated, milestones are achieved and within financial guidelines. STI also 
provides strategic public affairs and communications direction, counsel and support. This 
area includes only Service Company employees and expenditures. 

• Transmission PTT – Productivity Through Technology is a corporate initiative aligning all 
business units through the creation of enterprise-wide work and asset management 
processes and system enhancements, facilitating greater strategic alignment and improved 
operating efficiencies. Transmission PTT business unit responsibilities include ensuring 
business unit workflow functionality needs are incorporated in enterprise process 
development for asset management, work planning, work management, scheduling, and 
work execution.  

• Transmission Investment Development Department (TID) – Responsible for leading and 
coordinating all aspects of Xcel Energy’s involvement in the competitive, post FERC Order 
1000, transmission investment environment. This department was created in 2014 to address 
the competitive policies and implementation approaches of Order 1000.  It works closely with 
Transmission Planning and Strategic Transmission Departments. TID is responsible for 
ensuring Xcel Energy retail load is protected from unjustified planning region competitive 
transmission project costs. This department is staffed by Xcel Energy Services, Inc. 
personnel and works collaboratively with other Xcel Energy departments to determine which 
competitive transmission development opportunities are best suited for construction, 
operations and maintenance.  
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Cost Allocation Methodologies 
 
 
Operating Company Direct Charges: 
 
Employees of the operating companies direct charge their labor and expenses to the legal entity that 
is receiving the benefit of their service. 
 
Service Company Direct Charges: 
 
Employees of the Service Company direct charge their labor costs to the specific legal entities and 
FERC accounts served whenever possible.  Non-labor costs are direct charged when a specific legal 
entity is served.   
 
Transmission expenditures directly charged to NSPM and NSPW are included in the Interchange 
Agreement and shared between the two operating companies. 
 
Service Company Allocated Charges: 
 

Functional Area Subledger Code 
 

Description 

Transmission 441 

Distribution Electric FERC 580 services includes the labor 
and non-labor costs for the engineering and supervision of 
the electric distribution organization.   

Transmission 442 

Transmission Electric FERC 560 services includes the labor 
and non-labor costs for engineering and supervision of the 
electric transmission organization.   

Transmission 449 

Transm Elec 560 NSPM & NSPW services includes the labor 
and non-labor costs for NSPM & NSPW engineering and 
supervision of the electric transmission organization.   This 
allocation is used when Northern States Power Company-
Minnesota and Northern States Power Company-Wisconsin 
are the only jurisdictions benefiting from the services. 

 
 
Direct billed or charged costs are incurred directly by a particular operating company.  For example, insurance premiums for 
operating-company-specific policies are paid by the relevant operating company.  These premiums are shown as direct billed 
to that operating company. 
 
Service Company Direct (“Svc Co Direct”) costs include those costs incurred by the Service Company on behalf of one 
operating company.  For example, some Budgeting and Management Reporting personnel may be involved in a specific 
operating company initiative (e.g., a rate case or other regulatory filing).  Any Service Company labor hours and costs 
associated with this initiative are billed directly to the relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) costs would include those costs for which a unique operating company cannot be 
determined or which are incurred on behalf of all operating companies.  For example, general Budgeting and Management 
Reporting services are provided on a centralized basis for all Xcel Energy legal entities.  The Service Company labor hours 
and costs associated with these services are allocated to the legal entities using SEC-approved allocation methodologies.  The 
particular methodologies utilized for each service area are described above if used. 
 
 
 

Transmission and Operating Services 16 September 1, 2015 
  



 
 

D
.  D

ISTR
IB

U
TIO

N
 

O
PER

A
TIO

N
S 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2016 - 2018 Budget Documentation 
 

Distribution Operations 
 

Northern States Power Company – Minnesota (NSPM) 
 

  September 1, 2015 



 

Major Business Functions and Key Activities                         
 
Introduction 
 
The NSPM Distribution Operations organization provides for the safe and reliable delivery of 
natural gas and electric service to customers in Minnesota, North Dakota, and South Dakota.  It 
contains the following key areas:  Distribution Operations, Distribution Engineering, Distribution 
Business Operations, Distribution Planning & Performance, and Vegetation Management.   Each 
is summarized below.   
 

• Distribution Operations – Jurisdictional operators consisting of Design, Construction, 
and Maintenance as well as Electric Control Center and Electric Trouble 
Operations/Emergency Response.   

• Distribution Engineering – Technical Support and System Planning 
• Distribution Business Operations – Outdoor Lighting, Gas/Electric Metering Systems 

and Support, Facility Attachments, Builders Call-Line, and Service Policy 
• Distribution Planning and Performance – Performance Management and Business 

Planning 
• Vegetation Management – Vegetation Management which includes distribution and 

transmission line clearance as wells as the pole inspection program 
 

Customer Value  
 
Distribution Operations seeks to continuously add customer value by maintaining a safe and 
reliable gas and electric distribution system for the effective delivery of natural gas and electric 
service to our customers.  We accomplish this by making prudent investments in the delivery 
system for the purposes of adding capacity, improving reliability, and replacing assets as 
necessary to maintain reliable and safe system performance.  We also provide for safe and 
reliable performance through routine and prudent maintenance activities on the distribution 
system.  Distribution Operations budgets for various gas and electric maintenance and asset 
replacement programs specifically for this purpose.   
 
The NSPM Distribution Operations O&M budget will remain essentially flat over the next three 
years (2016 – 2018).  The Distribution Operations Organization plans to maintain this very 
modest increase pattern, even while taking on additional programs and work volumes.   
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Major Business Functions and Key Activities                         
 
 
Headcount Information – 2015 - 2018 Budget Level 
 
 
The 2015 Average Headcount for NSPM Distribution Operations is made up of the following: 
 

• NSPM OpCo Specific Employees 
o 154 Benefit FTE 
o 117 Exempt FTE 
o 2 Other-Benefit FTE 
o 677 Union FTE 
 

• Service Company Employees  
o 14 Benefit FTE 
o 90 Exempt FTE 

 
The 2016 Average Headcount for NSPM Distribution Operations is made up of the following: 
 

• NSPM OpCo Specific Employees 
o 161 Benefit FTE 
o 120 Exempt FTE 
o 2 Other-Benefit FTE 
o 695 Union FTE 
 

• Service Company Employees  
o 16 Benefit FTE 
o 94 Exempt FTE 

 
The 2017 Average Headcount for NSPM Distribution Operations is made up of the following: 
 

• NSPM OpCo Specific Employees 
o 161 Benefit FTE 
o 120 Exempt FTE 
o 2 Other-Benefit FTE 
o 695 Union FTE 
 

• Service Company Employees  
o 16 Benefit FTE 
o 94 Exempt FTE 

 
 
The 2018 Average Headcount for NSPM Distribution Operations is made up of the following: 
 

• NSPM OpCo Specific Employees 
o 161 Benefit FTE 
o 120 Exempt FTE 
o 2 Other-Benefit FTE 
o 695 Union FTE 
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Major Business Functions and Key Activities                         
 

• Service Company Employees  
o 16 Benefit FTE 
o 94 Exempt FTE 

 
Note:  Service Company Employees provide supports to all of Xcel Energy Operating Companies.   
OpCo Budget assumptions for Service Company Employees are based overall on line miles and 
miles of gas main in all the service territories.       
 
Functional Area Activity Drivers (2016 Budget Amounts) 
 
Electric 
• Distribution Operations - $67.0M 

o Construction, Operations & Maintenance 
o Contracting & Utility Services 
o Electric Control Center 

 
• Distribution Business Operations - $8.8M 

o Builder’s Call Line 
o Service Policy 
o Outdoor Lighting 
o Metering Systems 
o Facility Attachments 
 

• Distribution Electric Engineering - $1.9M 
o Area Engineering 
o System Planning & Strategy 
o Electric Distribution Standards 
o Electric System Performance 
o Design Strategy 
 

• Distribution Planning & Performance - $187k 
o Performance Management 
o Business Services 

 
• Vegetation Management & Pole Program - $32.6M 

o Distribution Line Clearance 
o Transmission Line Clearance 
o Pole Inspection Program 

 
Gas 
• Distribution Operations - $21.7M 

o Construction, Operations & Maintenance 
o Contracting & Utility Services 

 
• Distribution Business Operations - $1.4M 

o Builder’s Call Line 
o Service Policy 
o Metering Systems 
 

• Distribution Planning & Performance - $17k 
o Performance Management 
o Business Services 
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2016 Electric Walk Forward of Major Cost Drivers 
 

Walk Forward (Dollars in Thousands)

2015 July Forecast 98,812$           

Base Labor 1,446$             
Wage (Merit) Increase 1,146$      
Work Profile Changes 300$         

Programs (700)$               
MN Solar Garden (earnings neutral, revenue offset) (600)$        
Facility Attachment Pole-Top Wireless (earnings neutral, revenue offset) (700)$        
Pole Programs 900$         
Outdoor Lighting Relamping (300)$        

Vegetation Management & Pole Program 4,053$             
Transmission & Distribution Line Clearance 3,541$      
Pole Inspections - Incremental to 2015 512$         

Base Non Labor/Other 386$                
Storm Normalization (536)$        
Fleet Increase (due to Fleet Management Initiatives in 2015) 920$         
Various/Other 2$             

2016 Budget 103,997$         

Distribution Operations - Northern States Power Minnesota - (Electric Utility)

 
 

Base Labor Programs Vegetation
Management

Base Non
Labor/Other

2016/2015 Var $1,446 $(700) $4,053 $386
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Distribution Operations Electric NSP-Minnesota 
2016 Business Drivers

$5,185k Increase

 
 
 
 
 

Distribution Operations  5 September 1, 2015 
NSP-Minnesota 



 

2016 Distribution Operations NSP-Minnesota Electric Utility O&M Budget Major 
Cost Drivers 
 
   

 
 
Base Labor 

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

• Work profile changes are driven by changes in work scope.   
 
Programs 

• MN Solar Garden (Earnings Neutral) – Incremental O&M for engineering review and 
study costs for validating distribution system connection requirements for various solar 
sites expected to be developed through the Minnesota territory. This is earnings neutral 
due to customer reimbursements. 

• Facility Attachments – Pole Top Wireless (Earnings Neutral) – Incremental funding to 
cover T-Mobile and Sprint pole top antenna replacement projects in Xcel Energy facilities 
in 2016.  This is earnings neutral due to customer reimbursements. 

• Pole Programs –  
o Osomse Pole Replacement - Incremental funding for Osmose Pole 

replacements due to increase in pole inspection referrals from 4% (2009 – 2013) 
to 8% (2014 forward).  

o CenturyLink Transfer Requests - A formal pole inspection/replacement 
program started in 2008. Century Link has steadily increased the number of their 
pole replacements annually.  From our “joint-use” agreements, we maintain pole 
attachments to many of their poles and them to our poles.  The 
inspection/replacement program can fluctuate based on the volume of 
attachment “transfer requests” to the new poles installed as part of their program.   

o Outdoor Lighting Relamping - Proactive relamping program efforts in 
2014/2015 with efforts to have completed by year-end 2015. 
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2016 Distribution Operations NSP-Minnesota Electric O&M Budget Major Cost 
Drivers 
 
 
Vegetation Management 

 
Vegetation Management budgets are mainly driven by scheduled work that needs to be 
completed in the current year in order to maintain appropriate cycles of maintenance on each 
Transmission and Distribution circuit.  Scheduled work accounts for approximately 93% of the 
total Vegetation Management budget.  Because the length and tree density on each circuit is 
unique and the costs to perform maintenance on each line can vary greatly, the cost to 
complete each annual book of work of circuits will vary to some degree year over year.  In 
addition, contractor rates generally increase 2-3% annually.  The Vegetation Management 
budget assumes: 

 
• Distribution Line Clearance on-cycle performance; 100% in NSP-Minnesota for 2016. 
• Transmission Line Clearance on-cycle performance; 100% in NSP-Minnesota for 2016. 
• Maintain 12 Year Pole Inspection Cycle. 

o Distribution wood pole inspection and treatment is budgeted at 1/12th of the total 
pole plant each year (approximately 485,000 total distribution poles in NSPM). 

 
Base Non Labor/Other 

• Storms - Storm normalization is due to the analysis of storm impact in 2015. 
• Fleet - 2015 reflects management initiatives related to fuel savings. 
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2017 Electric Walk Forward of Major Cost Drivers 
 

Walk Forward (Dollars in Thousands)

2016 Budget 103,997$         

Base Labor 1,131$             
Wage (Merit) Increase 1,131$      

Programs (400)$               
MN Solar Garden (earnings neutral, revenue offset) (300)$        
Facility Attachment Pole-Top Wireless (earnings neutral, revenue offset) (200)$        
Pole Programs 100$         

Vegetation Management & Pole Program 1,130$             
Transmission and Distribution Line Clearance 1,130$      

Base Non Labor/Other (211)$               
Various/Other (211)$        

2017 Budget 105,647$         

Distribution Operations - Northern States Power Minnesota - (Electric Utility)

 
 

Base Labor Programs Vegetation
Management

Base Non
Labor/Other

2017/2016 Var $1,131 $(400) $1,130 $(211)
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Distribution Operations Electric NSP-Minnesota 
2017 Business Drivers

$1,650k Increase
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2017 Distribution Operations NSP Minnesota Electric Utility O&M Budget Major 
Cost Drivers 
 
 

 
 
Base Labor 

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

 
Programs 

• MN Solar Garden (Earnings Neutral) – Less O&M for engineering review and study 
costs for validating distribution system connection requirements for various solar sites 
expected to be developed through the Minnesota territory. This is earnings neutral due to 
customer reimbursements. 

• Facility Attachments – Pole Top Wireless (Earnings Neutral) – Less funding to cover 
T-Mobile and Sprint pole top antenna replacement projects in Xcel Energy facilities in 
2017.  This is earnings neutral due to customer reimbursements. 

• Pole Programs –  
o Osomse Pole Replacement - Incremental funding for Osmose Pole 

replacements due to increase in pole inspection referrals from 4% (2009 – 2013) 
to 8% (2014 forward).  

o CenturyLink Transfer Requests - A formal pole inspection/replacement 
program started in 2008. Century Link has steadily increased the number of their 
pole replacements annually.  From our “joint-use” agreements, we maintain pole 
attachments to many of their poles and them to our poles.  The 
inspection/replacement program can fluctuate based on the volume of 
attachment “transfer requests” to the new poles installed as part of their program.   
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2017 Distribution Operations NSP Minnesota Electric O&M Budget Major Cost 
Drivers 
 
 
Vegetation Management 

 
Vegetation Management budgets are mainly driven by scheduled work that needs to be 
completed in the current year in order to maintain appropriate cycles of maintenance on each 
Transmission and Distribution circuit.  Scheduled work accounts for approximately 93% of the 
total Vegetation Management budget.  Because the length and tree density on each circuit is 
unique and the costs to perform maintenance on each line can vary greatly, the cost to 
complete each annual book of work of circuits will vary to some degree year over year.  In 
addition, contractor rates generally increase 2-3% annually.  The Vegetation Management 
budget assumes: 

 
• Distribution Line Clearance on-cycle performance; 97% in NSP-Minnesota for 2017. 
• Transmission Line Clearance on-cycle performance; 100% in NSP-Minnesota for 2017. 
• Maintain 12 Year Pole Inspection Cycle. 

o Distribution wood pole inspection and treatment is budgeted at 1/12th of the total 
pole plant each year (approximately 485,000 total distribution poles in NSPM). 

 
Base Non Labor/Other 

• Various/Other - Includes cost efficiencies in order to maximize the overall value of 
Distribution Operations Services to our customers, Distribution Operations continuously 
looks for opportunities to efficiently manager our business costs.  These cost 
management efforts were taken into consideration in the O&M and Capital budgeting 
process.  Efforts include programmatic approach to cost efficiencies and design 
improvements.   
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2018 Electric Walk Forward of Major Cost Drivers 
 

Walk Forward (Dollars in Thousands)

2017 Budget 105,647$         

Base Labor 1,289$             
Wage (Merit) Increase 1,289$      

Vegetation Management & Pole Program (1,263)$            
Transmission and Distribution Line Clearance (1,263)$     

Base Non Labor/Other (120)$               
Various/Other (120)$        

2018 Budget 105,553$         

Distribution Operations - Northern States Power Minnesota - (Electric Utility)

 
 

Base Labor Vegetation Management Base Non Labor/Other
2018/2017 Var $1,289 $(1,263) $(120)
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2018 Business Drivers

$94k Decrease
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2018 Distribution Operations NSP Minnesota Electric O&M Budget Major Cost 
Drivers 
 

 
 
Base Labor 

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

 
Vegetation Management 

• Distribution Line Clearance on-cycle performance; 97% in NSP-Minnesota in 2018. 
• Transmission Line Clearance on-cycle performance; 100% in NSP-Minnesota in 2018. 
• Maintain 12 Year Pole Inspection Cycle.  Distribution wood pole inspection and treatment 

is budgeted at 1/12th of the total pole plant each year (approximately 485,000 total 
distribution poles in NSPM). 

 
Base Non Labor/Other 

• Various/Other - Includes cost efficiencies in order to maximize the overall value of 
Distribution Operations Services to our customers, Distribution Operations continuously 
looks for opportunities to efficiently manager our business costs.  These cost 
management efforts were taken into consideration in the O&M and Capital budgeting 
process.  Efforts include programmatic approach to cost efficiencies and design 
improvements.   
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2016 Gas Walk Forward of Major Cost Drivers 
 
  

Walk Forward (Dollars in Thousands)

2015 July Forecast 17,615$    

Base Labor 497$         
Wage (Merit) Increase 402$         
Work Profile Changes 95$           

Base Non Labor/Other 175$         
Various/Other 175$         

2016 Budget 18,287$    

Distribution Operations - Northern States Power Minnesota - (Gas Utility)
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2016 Distribution Operations NSP Minnesota Gas Utility O&M Budget Major Cost 
Drivers 
 
 

 
 
Base Labor 

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

• Work profile changes are driven by changes in work scope.   
 
Base Non Labor/Other 

• Various/Other - Incremental increase based on historical spend, primarily rightsetting 
2016. 
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2017 Gas Walk Forward of Major Cost Drivers 
 
 

Walk Forward (Dollars in Thousands)

2016 Budget 18,287$    

Base Labor 282$         
Wage (Merit) Increase 417$         
Work Profile Changes (135)$        

Base Non Labor/Other (151)$        
Various/Other (151)$        

2017 Budget 18,418$    

Distribution Operations - Northern States Power Minnesota - (Gas Utility)
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2017 Distribution Operations NSP Minnesota Gas O&M Budget Major Cost Drivers 
 
   

 
 
 
Base Labor 

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

• Work profile changes are driven by changes in work scope.   
 
Base Non Labor/Other 

• Various/Other - Includes cost efficiencies in order to maximize the overall value of 
Distribution Operations Services to our customers, Distribution Operations continuously 
looks for opportunities to efficiently manager our business costs.  These cost 
management efforts were taken into consideration in the O&M and Capital budgeting 
process.  Efforts include programmatic approach to cost efficiencies and design 
improvements.   
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2018 Gas Walk Forward of Major Cost Drivers 
 

 

Walk Forward (Dollars in Thousands)

2017 Budget 18,418$    

Base Labor 409$         
Wage (Merit) Increase 409$         

Base Non Labor/Other (318)$        
Contract Outside Vendor Decrease (318)$        

2018 Budget 18,509$    

Distribution Operations - Northern States Power Minnesota - (Gas Utility)
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2018 Distribution Operations NSP Minnesota Gas O&M Budget Major Cost Drivers 
 
 

 
 
Base Labor 

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

 
Base Non Labor/Other 

• Contractor Outside Vendor - Includes cost efficiencies in order to maximize the overall 
value of Distribution Operations Services to our customers, Distribution Operations 
continuously looks for opportunities to efficiently manager our business costs.  These 
cost management efforts were taken into consideration in the O&M and Capital budgeting 
process.  Efforts include programmatic approach to cost efficiencies and design 
improvements.  
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Functional Organization Chart                         
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Major Business Functions and Key Activities                         
 
 
Distribution Operations (Design, Construction & Maintenance, Electric Control 
Center & Trouble and Contractor & Utility Services) 
 
This organization provides: 
 

• Construction, Operations & Maintenance (COM), provides for the design and construction 
of new installations and rebuilding of gas and electric distribution facilities.  Also performs 
routine inspections and surveys of all distribution systems as well as ongoing repair and 
maintenance as required.  Specifically, this organization conducts the necessary work to 
connect new gas and electric customers, implements capacity additions at the direction 
of engineering, performs distribution reconstruction projects (both mandated relocations 
and asset replacements), and maintains the system to the required performance levels. 

• Electric Control Center, provides for the monitoring and operating of the electric 
distribution system.  Functions include system control and dispatch, first responders for 
electric distribution trouble calls and emergency response.  Responsible for the safe and 
efficient operation of Xcel Energy electric distribution systems.  Specifically, this 
organization initiates, oversees, and manages communication and response for all 
emergency, outage and quality-of-service situations on the electric distribution systems, 
providing 24/7 emergency response coverage. 

• Contracting & Utility Services, provides for the management and oversight of gas and 
electric variable construction and maintenance resources, including contractors and utility 
services.  Works with Procurement and Distribution Operators to secure acceptable lists 
of contractors and variable resources, negotiates and implements contracts, and 
resources projects and work tasks as needed throughout the construction year.  Provides 
administrative oversight and management of variable resources.  

 
 

Distribution Business Operations 
 
This organization provides: 

• Builder’s Call Line, which provides assistance to outside customers in the initiation of 
work requests from the distribution business unit, processing applications for new gas 
and/or electric service laterals, meter requests, and requests for service relocates and 
upgrades. 

• Service Policy, which assists in the implementation of various tariff provisions into our 
design and construction of facilities, as well as appropriate billings for customers. 

• Outdoor Lighting, which provides streetlight maintenance services in the Minneapolis/St. 
Paul metropolitan area, as well as support functions for all streetlights within our service 
territories.  This includes responding to and repairing of streetlight outages and design of 
outdoor lighting facilities. 

• Metering Systems, which supports the installation, replacement and repair of both gas 
and electric meters.  This group is also responsible for periodic testing of meters in the 
field.  

• Facility Attachments, which manages Xcel Energy’s obligation for attaching to other 
entities’ assets, as well as other entities’ assets attaching to Xcel Energy’s assets.  Key 
activities for Facility Attachments include performing periodic audits, providing studies on 
facilities to determine attachments, providing billing and contract management for Xcel 
Energy’s attachments on other entities’ assets, as well as other entities’ attaching to Xcel 
Energy’s facilities and complying with Federal Communications Commission (FCC) 
regulations. 
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Major Business Functions and Key Activities                         
 
 
Distribution Electric Engineering 
 
This organization is comprised of: 

• Area Engineering, provides technical assistance to the distribution designers and 
operators as needed for the safe, efficient, and reliable operation of the Xcel Energy 
electric distribution systems.  This includes but is not limited to voltage profile 
calculations, sizing of equipment, fault-current calculations, stray-voltages investigations, 
reliability and reconstruction projects oversight, design technical review, etc.  These 
engineers also solve customer service issues and act on distributed generation requests. 

• System Planning & Strategy, which sets direction for distribution system capacity and 
technological advancement.  The group monitors and assesses the overall constraints 
faced by the Xcel Energy electric distribution systems.  On an annual basis, electric 
distribution system limitations are identified, documented, and prioritized.  System 
Planning then reviews various options for remediation of the documented system 
constraints and recommends preferred, cost-effective options (projects to increase 
capacity) for consideration in our annual Distribution Capital Budgeting cycle.  Also 
monitors progress of approved and funded capacity projects through ultimate 
implementation during the current-year budget.  This group stays abreast of technological 
advances, recommends and implements advances that are beneficial to customer 
reliability and energy efficiency. 

• Electric Distribution Standards, provides technical support and maintenance of Xcel 
Energy’s electric distribution design and construction standards.  This includes electric 
equipment/material evaluations and standardization, construction practices, loading 
guidelines, faulty material investigations, electric standards manual administration, etc. 

• Electric System Performance, provides for tracking and reporting on the reliability 
performance of Xcel Energy’s electric distribution systems.  Also performs evaluations 
and makes recommendations for the various reliability programs and activities to be 
conducted on the electric distribution system on an annual basis in order to maintain 
and/or improve our system performance.  Works with the Distribution Operators, Capacity 
Planning, and Area Engineering in order to track the progress of funded reliability 
programs.  Supports the reporting of reliability performance and program expenditures for 
both internal and regulatory requirements.   

• Design Strategy, provides overall guidance and training to the various Xcel Energy gas 
and electric distribution design personnel and management within the Distribution 
Operations Areas.  Creates and maintains design training materials, conducts routine 
training classes / conferences, and provides strategic recommendations for the overall 
Xcel Energy Design resource.  Also maintains and administers compatible unit 
information in the Xcel Energy Distribution Design tool as well as provides routine and 
regular reports on design performance. 
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Major Business Functions and Key Activities                         
 
 
Distribution Planning & Performance 
 
This organization is comprised of: 

• Performance Management, works with various areas of the Xcel Energy Distribution 
Operations Organization to drive operational effectiveness and provide performance 
governance across all operating companies to maximize achievement of customer 
satisfaction, workforce deployment, and operational and financial performance.  Also 
provides leadership on large projects and initiatives, and partners with other functions to 
improve current distribution business processes and implement new processes as 
needed.  Leads strategic business planning effort on behalf of overall Distribution 
Organization. 

• Distribution Business Services, provides consulting and analytical services to the rest of 
the Xcel Energy Distribution Organization.  Maintains existing distribution business 
processes and provides training as necessary.  Provides compatible unit and work order 
administrative support.  Provides regular and routine distribution business / financial 
reporting including certain SOX compliance reporting. 

Vegetation Management 
 
This organization is comprised of: 
 

• Vegetation Management, which manages Xcel Energy’s electric distribution and 
transmission Line Clearance and Pole Inspection Programs.  The Vegetation 
Management organization improves and maintains the reliability and safety of Xcel 
Energy’s electric distribution and transmission facilities through effective management of 
vegetation and the testing and replacement of wood poles.  Vegetation management 
services are typically provided through external contractors with close oversight by Xcel 
Energy management.  Plans for tree trimming, tree removal, landscape maintenance, 
weed control and wood pole testing and replacement are developed in conjunction with 
system operators in light of performance to ensure the most effective programs and 
greatest reliability benefit for customers.   
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Cost Allocation Methodologies                         
 
 
The methods used to distribute costs to legal entity and utility include: 
 
Operating Company Direct Charges 
 
The Distribution Operations organization operating company employees direct charge their labor 
and expenses to the legal entity that is receiving the benefit of their service.   
 
Service Company Direct Charges: 
 
The Distribution Operations organization Service Company employees direct charge their labor 
and expenses to the legal entity that is receiving the benefit of their service whenever possible.   
 
Service Company Allocated Charges: 
 

 

Work 
Order 
No.

Work Order 
Title Description of Services Provided

440 Utilities Group 
Administrative & 
General FERC 
921

Utilities Group A&G (Administrative and General) 
FERC 921 services includes the labor and non-labor 
costs for utilities group leadership, management and 
support services for the distribution, transmission, 
transportation and supply chain areas.  This is 
primarily used by the Distribution and Transmission 
organizations.

441 Distribution 
Electric FERC 
580 (E&S) 

Distribution Electric FERC 580 services includes the 
labor and non-labor costs for the engineering and 
supervision of the electric distribution organization.  
This is primarily used by the Distribution and 
Transmission organizations.
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Major Business Functions and Key Activities                         
 
 
Introduction 
 
The Gas Engineering and Operations organizational focus is driving a proactive safety culture for 
both the public and employees, developing and driving a gas strategy for the gas utility (includes 
the gas organization as well as gas employees in the distribution organization), ensuring 
compliance, managing the risk of gas assets, managing costs for projects and programs, and 
engaging employees.  The Gas Engineering and Operations organization is comprised of the 
following major areas: Gas Engineering, Gas Governance, Project Delivery & Tech Services, Gas 
Systems Strategy & Business Operations, and Gas Utility Infrastructure Costs (GUIC). 
 
Customer Value 
 
The Gas Engineering and Operations area is responsible for ensuring compliance with all 
Federal, State and Xcel Energy codes, regulations and standards. By having public and 
employee safety as one of our main objectives, we evaluate the risk on our gas systems and 
recommend appropriate actions to mitigate these risks. We promote a pro-active approach to risk 
mitigation and problem resolution. We actively help shape new regulations, provide oversight and 
drive for consistent standardization across all gas areas.  
 
The Gas Engineering and Operations area is responsible for delivering data integrity to ensure 
the data warehouse has accurate information for report generation and ensuring the overall 
integrity of the GIS system is maintained.  This work includes both gas and electric distribution.  
This department is also responsible for the maintenance of the GIS landbase, AutoCAD mapping, 
and all other gas and electric mapping systems. The organization also ensures consistent 
standards are maintained in all paper map products for gas and electric delivery systems as well 
as ensuring the successful coordination of all GIS data acquisition and land data sharing 
activities.  
 
The Organization is also responsible for the safe and efficient operation of the gas transmission 
system, gas distribution system, peak shaving plants (Liquefied Natural Gas (LNG) and Liquefied 
Petroleum Gas (LPG) plants) and the quality of service to NSPM customers. The organization 
coordinates the responses and communications regarding the resolution of emergency, outage 
and other quality of service situations for the gas distribution system. This organization provides 
24-hour-a-day, seven-day-a-week emergency response dispatching coverage for gas trouble 
orders, and provides the first responders to gas emergency orders for the St. Paul metropolitan 
area. 
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Major Business Functions and Key Activities                         
 
 
Headcount Information – 2015 – 2018 Budget Level 
 
The 2015 Average Headcount for NSPM Gas Engineering & Operations is made up of the 
following: 
 

• NSPM OpCo Specific Employees 

o 16 Benefit FTE 

o 16 Exempt FTE 

o 85 Union FTE 

 
• Service Company Employees 

o 9 Benefit FTE 

o 72 Exempt FTE 

 
The 2016 Average Headcount for NSPM Gas Engineering and Operations is made up of the 
following: 
 

• NSPM OpCo Specific Employees 

o 17 Benefit FTE 

o 17 Exempt FTE 

o 88 Union FTE 

 
• Service Company Employees 

o 14 Benefit FTE 

o 78 Exempt FTE 
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Major Business Functions and Key Activities                         
 
 
The 2017 Average Headcount for NSPM Gas Engineering and Operations is made up of the 
following: 
 

• NSPM OpCo Specific Employees 

o 17 Benefit FTE 

o 17 Exempt FTE 

o 88 Union FTE 

 
• Service Company Employees 

o 14 Benefit FTE 

o 78 Exempt FTE 

. 
The 2018 Average Headcount for NSPM Gas Engineering and Operations is made up of the 
following: 
 

• NSPM OpCo Specific Employees 

o 17 Benefit FTE 

o 17 Exempt FTE 

o 88 Union FTE 

 
• Service Company Employees 

o 14 Benefit FTE 

o 78 Exempt FTE 

 
 
Note:  Service Company Employees provide support to all of Xcel Energy Operating Companies.   
OpCo Budget assumptions for Service Company Employees are based overall on line miles and 
miles of gas main in all the service territories.       
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Major Business Functions and Key Activities                         
 
. 
Functional Area Activity Drivers (2016 Budget Amounts) 
 
Electric 
• Project Delivery and Tech Services - $201k 

o GIS and Data Warehouse Management 
o Maintenance of the GIS landbase 
o AutoCAD mapping 

 
• Area VP Gas Operations - $7.88M 

o Damage Prevention – Locating Underground Electric Facilities 
 
 
Gas 
• Gas Engineering - $764k 

o Project Engineering / Project Oversight  
 

• Project Delivery & Tech Services - $202k 
o Project Management  
o Engineering / Technical Support  
o Financial Management / Project Controls  
o Records Management  

 
• Gas Governance - $653k 

o Risk Management  
o Advocacy  
o Interaction with State & Federal Agencies  
o Compliance Assurance  
o Xcel Gas Expertise and Code Compliance  
 

• Area VP Gas Operations - $15.05M 
o Operations and Maintenance of the Gas Distribution System 
o Coordination of Gas Emergency Response 
o Emergency Response 
o Dispatching 
o Damage Prevention – Locating Underground Gas Facilities 

 
• Gas Systems Strategy & Business Operations - $346k 

o Delivery Data & Integrity  
o Gas Capacity Planning  

 
• Gas Utility Infrastructure Costs (GUIC) - $9.20M 

o Renewal programs and system knowledge 
o Legacy work 
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2016 Electric Utility Walk Forward of Major Cost Drivers                         
 
 

Walk Forward (Dollars in Thousands)

2015 July Forecast 8,113$ 

Base Non Labor/Other 6$        
Various other 6$          

2016 Budget 8,119$ 

Gas Engineering and Operations - Northern States Power Minnesota - (Electric Utility)
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2016 Gas Engineering and Operations NSP-Minnesota Electric Utility O&M Budget 
Major Cost Drivers 
 

Labor
20%

Prem Time -
Overtime

2%

Consulting - Contract 
Labor-COV

1%

Damage Prevention 
- COV
72%

Materials
1%

Transportation
2%

Employee Expenses
1% Misc Other Expense

1%

Gas Engineering & Operations - Electric - NSPM
2016 Budget:  $8.11M

  
 
Base Labor 

• Base labor flat with 2015 forecast.   
 
Base Non Labor 

• Base non labor costs are held flat with 2015 actual costs in efforts to achieve 1% growth 
annually. 
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2017 Electric Utility Walk Forward of Major Cost Drivers                         
 

Walk Forward (Dollars in Thousands)

2016 Budget 8,119$ 

Base Labor 37$      
Average Annual Wage (Merit) Increase of 3% 37$        

Programs 52$      
Incremental Damage Prevention due to right sizing ticket volumes 52$        

Base Non Labor/Other 5$        
Various other 5$          

2017 Budget 8,213$ 

Gas Engineering and Operations - Northern States Power Minnesota - (Electric Utility)
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2017 Gas Engineering and Operations NSP-Minnesota Electric Utility O&M Budget 
Major Cost Drivers 
 

Labor
21%

Prem Time - Overtime
2%

Consulting - Contract 
Labor-COV

1%

Damage Prevention -
COV
72%

Materials
1%

Transportation
2%

Employee Expenses
1%

Misc Other Expense
0%

Gas Engineering & Operations - Electric - NSPM
2017 Budget:  $8.21M

 
  
 
Base Labor 

• Labor for the Minnesota Gas Engineering & Operations organization is made up of 
exempt, benefit, non-benefit and union personnel to perform the key activities described 
under the Major Business and Key Activities section.   

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

 
Programs   

• Damage Prevention - Responsible for locating underground gas and electric facilities 
throughout the enterprise.  Partner with Public Safety organizations to improve overall 
safety and reliability by driving reductions in damages over time.   

 
Base Non Labor/Other 

• Costs are being held flat with the efforts to achieve overall efficiencies through process 
and productivity improvements. 
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2018 Electric Utility Walk Forward of Major Cost Drivers                         
 
 

Walk Forward (Dollars in Thousands)

2017 Budget 8,213$ 

Base Labor 46$      
Average Annual Wage (Merit) Increase of 3% 46$        

Programs 25$      
Incremental Damage Prevention due to right sizing ticket volumes 25$        

Base Non Labor/Other 11$      
Various other 11$        

2018 Budget 8,295$ 

Gas Engineering and Operations - Northern States Power Minnesota - (Electric Utility)
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2018 Gas Engineering and Operations NSP-Minnesota Electric Utility O&M Budget 
Major Cost Drivers 
 

Labor
21%

Prem Time - Overtime
2%

Consulting - Contract 
Labor-COV

1%

Damage Prevention -
COV
72%

Materials
1%

Transportation
2%

Employee Expenses
1% Misc Other Expense

0%

Gas Engineering & Operations - Electric - NSPM
2018 Budget:  $8.29M

 
 
 
Base Labor 

• Labor for the Minnesota Gas Engineering & Operations organization is made up of 
exempt, benefit, non-benefit and union personnel to perform the key activities described 
under the Major Business and Key Activities section.   

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

 
Programs   

• Damage Prevention - Responsible for locating underground gas and electric facilities 
throughout the enterprise.  Partner with Public Safety organizations to improve overall 
safety and reliability by driving reductions in damages over time.   

 
Base Non Labor/Other 

• Costs are being held flat with the efforts to achieve overall efficiencies through process 
and productivity improvements. 
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2016 Gas Walk Forward of Major Cost Drivers                         
 
 

Walk Forward (Dollars in Thousands)

2015 July Forecast 26,601$    

Base Labor 201$         
Average Annual Wage (Merit) Increase of 3% 201$      

Programs (367)$        
Damage Prevention due to right sizing ticket volumes (367)$     

Base Non Labor/Other (21)$          
Various other (21)$       

2016 Budget 26,414$    

Gas Engineering and Operations - Northern States Power Minnesota - (Gas Utility)
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2016 Gas Engineering and Operations NSP-Minnesota Gas Utility O&M Budget 
Major Cost Drivers 
 
 

Labor
33%

Prem Time -
Overtime

3%

Consulting - Contract 
Labor
0%

Contract Outside 
Vendor

2%

Damage Prevention 
COV
17%

Materials
3%

Gas Use Costs
4%

Transportation
2%

Employee Expenses
1%

GUIC
35%

Gas Engineering & Operations - Gas - NSPM
2016 Budget:  $26.41M

 
 
Base Labor 

• Labor for the Minnesota Gas Engineering & Operations organization is made up of 
exempt, benefit, non-benefit and union personnel to perform the key activities described 
under the Major Business and Key Activities section.   

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

 
Programs   

• Damage Prevention - Responsible for locating underground gas and electric facilities 
throughout the enterprise.  Partner with Public Safety organizations to improve overall 
safety and reliability by driving reductions in damages over time.   

 
Base Non Labor/Other 

• Costs are being held flat with the efforts to achieve overall efficiencies through process 
and productivity improvements. 

 
 
 
 
 
 

Gas Engineering and Operations 13 September 1, 2015 
NSP-Minnesota 



                                 
2017 Gas Walk Forward of Major Cost Drivers                         
 

Walk Forward (Dollars in Thousands)

2016 Budget 26,414$    

Base Labor 236$         
Average Annual Wage (Merit) Increase of 3% 236$      

Programs 2,027$      
Damage Prevention due to right sizing ticket volumes 2$          
Gas Utilty Infrastructure Costs 2,025$   

Base Non Labor/Other (66)$          
Various other held flat with 2014 (66)$       

2017 Budget 28,611$    

Gas Engineering and Operations - Northern States Power Minnesota - (Gas Utility)
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2017 Gas Engineering and Operations NSP-Minnesota Gas Utility O&M Budget 
Major Cost Drivers 
 

Labor
32%

Prem Time -
Overtime

3%

Consulting - Contract 
Labor
0%

Contract Outside 
Vendor

2%

Damage Prevention 
COV
15%

Materials
2%

Gas Use Costs
3%

Transportation
2%

Employee Expenses
1%

GUIC
40%

Gas Engineering & Operations - Gas - NSPM
2017 Budget:  $28.61M

 
 
Base Labor 

• Labor for the Minnesota Gas Engineering & Operations organization is made up of 
exempt, benefit, non-benefit and union personnel to perform the key activities described 
under the Major Business and Key Activities section.   

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

 
Programs   

• Damage Prevention - Responsible for locating underground gas and electric facilities 
throughout the enterprise.  Partner with Public Safety organizations to improve overall 
safety and reliability by driving reductions in damages over time.   

• Gas Utility Infrastructure Cost (GUIC) – this rider is designed to recover costs associated 
with the investments related to assessments, modifications and replacement of natural 
gas facilities as required to comply with the state and federal pipeline safety programs.   
The Gas Utility Infrastructure Cost Rider (GUIC) is the Company’s mechanism for 
recovering these costs.  Any changes to budget assumptions for the GUIC is based on 
updates to the project plans. 

 
Base Non Labor/Other 

• Costs are held flat with the efforts to achieve overall efficiencies through process and 
productivity improvements. 
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2018 Gas Walk Forward of Major Cost Drivers                         
 
 

Walk Forward (Dollars in Thousands)

2017 Budget 28,611$    

Base Labor 296$         
Average Annual Wage (Merit) Increase of 3% 296$      

Programs (681)$        
Damage Prevention due to right sizing ticket volumes (221)$     
Gas Utilty Infrastructure Costs (460)$     

Base Non Labor/Other 99$           
Various other 99$        

2018 Budget 28,325$    

Gas Engineering and Operations - Northern States Power Minnesota - (Gas Utility)
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2018 Gas Engineering and Operations NSP-Minnesota Gas Utility O&M Budget 
Major Cost Drivers 
 

Labor
33%

Prem Time -
Overtime

3%

Consulting -
Contract Labor

0%

Contract Outside 
Vendor

2%

Damage Prevention 
COV
15%

Materials
2%

Gas Use Costs
4%

Transportation
2%

Employee 
Expenses

1%

GUIC
38%

Gas Engineering & Operations - Gas - NSPM
2018 Budget:  $28.32M

 
 
Base Labor 

• Labor for the Minnesota Gas Engineering & Operations organization is made up of 
exempt, benefit, non-benefit and union personnel to perform the key activities described 
under the Major Business and Key Activities section.   

• Labor is based on an average 3.0% merit increases for non-union employees and 3.0% 
for union employees. 

 
Programs   

• Damage Prevention - Responsible for locating underground gas and electric facilities 
throughout the enterprise.  Partner with Public Safety organizations to improve overall 
safety and reliability by driving reductions in damages over time. 

• Gas Utility Infrastructure Cost (GUIC) – this rider is designed to recover costs associated 
with the investments related to assessments, modifications and replacement of natural 
gas facilities as required to comply with the state and federal pipeline safety programs.   
The Gas Utility Infrastructure Cost Rider (GUIC) is the Company’s mechanism for 
recovering these costs.  Any changes to budget assumptions for the GUIC is based on 
updates to the project plans. 

 
Base Non Labor/Other 

• Costs held flat in efforts to achieve overall efficiencies through process and productivity 
improvements. 
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Functional Organizational Chart 
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Major Business Functions and Key Activities 
 
 
Gas Engineering 
 
Gas Engineering is comprised of the following areas: Gas Distribution Engineering, High 
Pressure Gas Engineering, Process & Controls Engineering, North Corrosion Services and 
Investment Delivery. The department provides engineering technical support for the safe and 
compliant operations and maintenance of distribution, transmission and storage assets. 
 
This organization provides: 
  
• Engineering / Technical Support - Responsible for providing facility engineering and technical 

support for operations and maintenance of the natural gas distribution, transmission and gas 
storage facilities. This includes operations and maintenance program development, and 
technical leadership of expense programs in support of safe and compliant operations and 
maintenance of distribution, transmission and storage assets.   

• Financial Management / Project Controls - Responsible for the effective and efficient 
utilization of resources with emphasis on safety, cost control, reliability and compliance with 
regulations. Ensures design estimates accurately cover actual costs and work is completed 
timely, safely, on budget and properly accounted for. 

• Records Management - Responsible for coordination with the mapping area for completion of 
project as-built mapping. Responsible for development of records and data management 
programs in support of improved asset knowledge. Responsible for ensuring applicable gas 
records management and gas records retention schedules are updated, centralized and 
accessible for gas engineering and operations employees.  

 
Project Delivery & Tech Services 
• Project Engineering / Project Management - Responsible for the efficient and effective 

engineering and management of projects and programs from conception through construction 
for: transmission pipelines, distribution pipelines and gathering pipelines, metering & 
regulation stations, compression & processing stations 

• Delivery Data & Integrity - Ensure accurate and complete data, supporting GIS, and the data 
warehouse. This department is also responsible for the maintenance of the GIS landbase, 
AutoCAD mapping, and all other gas and electric mapping systems. Ensure that consistent 
standards are maintained in all paper map products for gas and electric delivery systems as 
well as ensuring the successful coordination of all GIS data acquisition and land data sharing 
activities.  

 
 
Gas Governance 
 
Gas Governance is comprised of the following areas in support of the gas utilities for North and 
South: Gas Compliance & Assurance, Pipeline Compliance & Standards, Gas Integrity Program 
Management and overall Gas Governance 
This organization provides: 
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Major Business Functions and Key Activities 
 
 
• Risk Management - The Integrity Management Group has the responsibility to monitor and 

rank the risks of our gas transmission and distribution systems. They are responsible for the 
execution of our TIMP and DIMP programs. TIMP was developed pursuant to the Pipeline 
Safety Improvement Act of 2002, and the regulations promulgated thereunder by the United 
States Department of Transportation’s (USDOT) Office of Pipeline Safety. Now administered 
by the Pipeline and Hazardous Materials Safety Administration (PHMSA), this federal law 
requires operators of transmission pipelines to assess the pipelines that are in High 
Consequence Areas (HCA) by December 17, 2012. Since this program is ongoing, pipelines 
are required to be reassessed periodically, on a cycle no longer than every 7 years. This 
program is prescriptive and extensive. It can be summarized in several simple points. 

o Know your assets; i.e., understand their history, maintenance, 
construction methodology, location, soil conditions, gas quality, etc. 

o Understand the threats against your assets; e.g. corrosion, 
manufacturing, third party damage, construction methods. 

o Assess the pipelines using one or more methods. 
o Be proactive in addressing the threats against your assets; i.e., develop 

and implement preventative and mitigation measures for the threats, 
monitor the results, and change programs as needed. 

o Record data and report. 
• Advocacy - We are the voice for the gas organization as it relates to pending legislation, 

notice of proposed rule making, and changes in State statutes. We are in front of the pending 
changes to help shape the rules for the betterment of all, keeping public and employee safety 
at the forefront.  

• Interaction with State & Federal Agencies - We are the point of contact for all agencies, 
responding to all inquires and filing reports as required.  

• Standards and Codes - We set and provide interpretation of codes and standards, reviewing 
all pending changes and determine potential impact to Xcel Energy and our stake holders.  

• Compliance Assurance - The QA and QC group insures we follow all codes, standards and 
established Xcel Energy processes. We conduct field and office assessments to insure 
compliance and that all documentation is complete and accurate. With the appropriate area, 
we create corrective actions plans for any issues discovered.  

• AGA Best Practices coordination - We are the focal point for gathering and submitting data 
for areas to participate in the AGA Best Practice program.  

• Xcel Gas Expertise and Code Compliance - Drive proactive risk management and code 
compliance along with coordination of data management across the organization. 

 
Gas Operations 
 
The Gas Operations organization is responsible for the safe and efficient operation of the gas 
transmission system, gas distribution system, peak shaving plants (LNG and LPG plants) and the 
quality of service to NSPM customers. The organization coordinates the responses and 
communications regarding the resolution of emergency, outage and other quality of service 
situations for the gas distribution system. This organization provides 24-hour-a-day, seven-day-a-
week emergency response dispatching coverage for gas trouble orders, including providing the 
first responders to gas emergency orders for the St. Paul metropolitan area. 
 
• Damage Prevention - Responsible for locating underground gas and electric facilities 

throughout the enterprise.  Partner with Public Safety organizations to improve overall safety 
and reliability by driving reductions in damages over time.     
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Major Business Functions and Key Activities 
 
 
Gas System Strategy & Business Operations 
 
Gas System Strategy & Business Operations is comprised of the following areas: Delivery Data & 
Integrity, Damage Prevention, Gas Capacity Planning, Natural Gas Services and Gas Strategy. 
The department is also responsible for engineering design, planning and project management of 
capital and maintenance programs for the gas system infrastructure.  
 
This organization provides: 
     
• Gas Capacity Planning - Develop gas distribution and transmission system guidelines and 

project plans for all operating area. Direct the analysis of system growth & utilization data and 
recommend changes that improve the utilization and performance of the gas distribution and 
transmission system/assets. Balance operational performance with financial performance 
against risk management, while improving customer satisfaction.  

• Gas Strategy - Provides strategic planning for Xcel Energy’s gas businesses.  Drive planning 
for overall gas systems including system growth, tariff issues and unique operation situations.  
Manage the development of systematic regulatory plans to gain approval and recovery of 
costs.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Gas Engineering and Operations 21 September 1, 2015 
NSP-Minnesota 



                                 
Cost Allocation Methodologies                         
 
 
The methods used to distribute costs to legal entity and utility include: 
 
Operating Company Direct Charges 
 
The Gas Engineering and Operations Organization operating company employees direct charge 
their labor and expenses to the legal entity that is receiving the benefit of their service.  . 
 
Service Company Direct Charges: 
 
The Gas Engineering and Operations Organization Service Company employees will direct 
charge their labor and expenses to the legal entity that is receiving the benefit of their service 
whenever possible. 
 
Service Company Allocated Charges: 
 

 

Work 
Order 
No.

Work Order 
Title Description of Services Provided

440 Utilities Group 
Administrative & 
General FERC 
921

Utilities Group A&G (Administrative and General) FERC 
921 services includes the labor and non-labor costs for 
utilities group leadership, management and support 
services for the distribution, transmission, transportation 
and supply chain areas.  This is primarily used by the 
Distribution and Transmission organizations.

443 Distribution Gas 
FERC 870 
(E&S)

Distribution Gas FERC 870 services includes the labor 
and non-labor costs for the engineering and supervision 
of the gas distribution organization.  This is primarily 
used by the Distribution organizations.

444 Transmission 
Gas FERC 850 
(E&S)

Transmission Gas FERC 850 services includes the labor 
and non-labor costs for the engineering and supervision 
of the gas transmission organization.  This is primarily 
used by the Distribution organizations.
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Major Business Functions and Key Activities 
 
 

Introduction 
 

Operation Services includes Executive VP (EVP) Operations, Asset Development, Chief of Staff- Enterprise 
Transformation Office (ETO), Supply Chain and Commercial Operations which also includes Fuel Supply.  
Alignment seeks to standardize processes, share best practices, and efficiencies of scale to improve productivity 
and control operating costs. 
 
The organization’s primary responsibility is to provide for the safe and reliable generation, transmission and 
distribution of electricity and natural gas to customers.    

 
 

Customer Value 
 
The integration of the Energy Supply, Transmission, and Distribution functions into a centralized Operations 
organization facilitates economies of scale and knowledge transfer.  Efficiency and productivity efforts across the 
Operations organization have helped offset rising costs and limited the growth in operating and maintenance 
expenses, as well as improved the cost efficiency of our capital projects.   
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Operation Services – 2016 O&M Budget Major Cost Drivers 
 
 

 
 
  

Labor, 53% 

Consulting, 
37% 

Employee 
Expenses, 3% 

Dues, 1% 
Line of Credit 

Fees, 2% 

Online 
Information, 

2% 
Other, 2% 

2016 O&M Operation Services 
$34.7M 
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Operation Services – 2017 O&M Budget Major Cost Drivers 

 

 
 
 

 
Operation Services – 2018 O&M Budget Major Cost Drivers 

 

 
 
  

Labor, 69% 

Consulting, 
29% 

Employee 
Expenses, 4% 

Dues, 1% 
Line of Credit 

Fees, 2% 

Online 
Information, 

2% 
Other, 3% 

2017 O&M Operation Services 
$31.4M 

Labor, 77% 

Consulting, 9% 

Employee 
Expenses, 5% 

Dues, 1% 

Line of Credit 
Fees, 3% 

Online 
Information, 3% 

Other, 3% 

2018 O&M Operation Services 
$24.7M 
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Walk Forward of Major Cost Drivers 
 
(Dollars in thousands)   
  
Operation Services 
 
 

  

July 2015 Year End Forecast for O&M  $33,232 
    
Base Labor   
    

3% merit increase and supplemental incentive which fluctuates due to trading margins 
 

260 

Contract labor variances are primarily due to changes in spending patterns for PTT 271 
  
  
  
  
  
  
  
  
  
  
Base Non-Labor  
    
Consulting variances are primarily due to changes in spending patterns for PTT 
 

679 

Credit line fees increased due to requirements in market place 149 
 

On line services variance are due to changes to business practices 77 
  
  
  
  
  
  
  
Other  75 
  
2016 Budget  $34,743 
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Walk Forward of Major Cost Drivers 
 
 
(Dollars in thousands)   
  
Operation Services 
 
 

  

2016 Budget  $34,743 
    
Base Labor   
    

3% merit increase and supplemental incentive which fluctuates due to trading margins 
 

367 

Contract labor variances are primarily due to changes in spending patterns for PTT (11) 
  
  
  
  
  
  
  
  
  
  
Base Non-Labor  
    
Consulting variances are primarily due to changes in spending patterns for PTT 
 

(3,657) 

  
  
  
  
  
  
  
  
  
Other  (34) 
  
2017 Budget  $31,408 
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Walk Forward of Major Cost Drivers 
 
 
(Dollars in thousands)   
  
Operation Services 
 
 

  

2017 Budget  $31,408 
    
Base Labor   
    

3% merit increase and supplemental incentive which fluctuates due to trading margins 
 

379 

Contract labor reduction resulting from PTT project end 
 

(69) 

  
  
  
  
  
  
  
  
  
  
Base Non-Labor  
    
Consulting reduction resulting from PTT project end 
 

(7,029) 

  
  
  
  
  
  
  
  
  
Other  1 
  
2018 Budget  $24,690 
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Functional Organization Chart 
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Major Business Functions and Key Activities 
 
Operations Services, under the EVP Operations, consist of Asset Development, Chief of Staff-ETO and Supply 
Chain, Commercial Operations and Fuel Supply.   
 
Executive Vice President of Operations 
The Executive Vice President of Operations department consists of the Executive Vice President of Operations, 
an administrative assistant and the Transformation Office team.   
 
The main accountabilities of the Executive Vice President of Operations department are to set the direction of the 
operations business plan, guide operations according to the established business plan, and provide guidance and 
support for the operations of Energy Supply, Distribution, Operations, Gas Engineering & Operations and 
Transmission through the following business areas: 

• Chief of Staff and ETO  
• Asset Development 
• Commercial Operations 
• Fuel Supply  
• Supply Chain 

 
Chief of Staff and ETO 
The Chief of Staff and the Enterprise Transformation Office is responsible for: 

• Boosting productivity and performance through key improvements, particularly in our operations area, 
which allows us to further contribute to the company’s bottom line in these uncertain economic times; 

• Adding customer value by continuing to provide customers with reliable service and affordable power, 
today and well into the future; 

• Working smarter by automating and streamlining essential work processes and procedures; and 
• Mitigating risk by ensuring employee knowledge transfer – capturing and retaining the hard-earned 

expertise of our veteran employees for the ongoing benefit of future generations of employees. 
 

The ETO was launched to drive the project oversight and governance enabling successful outcomes across Xcel 
Energy. The ETO coordinates the project management efforts reporting, and integrates and aligns the project with 
Business Systems, Human Resources, Workforce Relations, Operations and Finance. The ETO also provides 
business process and change management services to Xcel Energy business areas. 

 
Asset Development 
Asset Development includes both the asset development and business development functions for the company. 
The Asset Development team is responsible for: 

• Identifying opportunities to invest in relevant generation, transmission and distribution related assets with 
a focus on expanding the company’s exposure to specific kinds of generation (wind and solar) and 
midstream gas assets through a targeted strategy of investment in existing assets and development 
projects; 

• Developing new assets and individual asset acquisitions rather than corporate acquisitions:  
• The financial analysis and due diligence of new asset opportunities. 
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Major Business Functions and Key Activities 
 
Commercial Operations 

The Commercial Operations area provides fuel supply, trading and marketing services throughout the 
continental United States and Canada.  Responsibilities encompass all coal and gas fuels purchasing and 
energy trading-related functions including origination and forward and real-time activities.   
 
Commercial Operations Fuel Supply employees are responsible for the purchase of fuels required to operate 
the power plants for the four operating companies.  The organization coordinates all aspects of solid and gas 
fuel purchases including procuring the coal (and solid fuel) and gas needs, including development of 
operational and strategic purchasing strategies, supply and transportation, and day-to-day gas purchasing 
and scheduling. 
 
Commercial Operations Energy Trading employees implement strategies to maximize the value of the 
generation system for the Xcel Energy operating companies and engage in proprietary trading activities that 
do not rely on use of regulated operating assets.  The organization coordinates all aspects of generation 
optimization planning and dispatches resources in real-time to meet second-to-second system requirements 
and maintain load and resource balance.   
 
Commercial Operations has responsibility for structuring and negotiating long-term purchase power 
agreements, monitoring and influencing changes in the regulatory environment and in regional wholesale 
electric market designs.  These changes are coordinated internally with appropriate operating and planning 
strategies.  The organization is also responsible for procuring all interconnection and delivery rights for long-
term supply and also identifies new transmission opportunities to optimize positions in the marketplace. This 
also includes expenses related to Letters of Credit (LOC) which are used to support both the conversions of 
retail Financial Transmission Rights (FTR) style transactions in the Midwest Independent System Operator 
and the Southwest Power Pool to hedge the congestion between our plants and our load centers.  In addition, 
we have additional LOC’s posted to support our proprietary FTR trading activities in all regions 
 
Core functions include the following: 
 
Fuel Supply 
• Fuel Supply is responsible for the purchase of fuels required to operate the power plants for the four 

operating companies.  Xcel Energy uses a strategy to diversify fuel sources to reduce fuel availability 
risks and secure more competitive bid prices, which potentially reduces customers’ fuel costs. The 
following departments fall under this organization: Fuel Supply Operations (solid fuels), Gas Resource 
Planning (gas commodity), and Gas Supply & Planning (pipeline transmission). 

• Develops long-term test burn strategies for the company's coal plants;  
• Procures and manages more than 32 million tons of coal annually within Xcel Energy’s various 

jurisdictions;  
• Coordinates rail transportation of coal; 
• Purchase and schedule gas; and 
• Plan for long-term gas transportation 
 
Trading 
• Buys and sells electric capacity and energy; 
• Manages the native portfolio of generation and long-term purchase power contracts and supply risk to 

minimize energy costs to native customers; 
• Dispatches electric generation resources; and 
• Coordinates scheduled generation maintenance for system resources. 
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Major Business Functions and Key Activities (continued) 
 

 
 
Origination 
• Buys and sells wholesale physical electric capacity and energy for long-term transactions for proprietary 

and regulated asset books; 
• Maintains market knowledge in regions surrounding operating companies; 
• Identifies potential opportunities for sales, purchases and project participation for Xcel Energy’s electric 

and gas operations; 
• Maintains customer relations and managing existing contracts including billing support; and 
• Acquires transmission service to support the above requirements. 
 
Market Operations  
• Guides the company as a stakeholder in the development of regional transmission organizations; 
• Participates in the development of regional electric reliability standards and in establishing business 

practices and related commercial standards; and interacts with state and federal regulatory agencies, as 
well as independent market monitors, regarding market operations and related activity. 

 
 
Supply Chain  
The Supply Chain organization is designed to reduce overall costs of asset ownership through sourcing 
savings; improving operational performance in support of the operating companies and business units; 
managing risk inherent in contracting goods and services; and supporting Xcel Energy’s social and 
environmental leadership. 
 
The following departments fall under this organization and are responsible for the sourcing and procurement 
of goods and services for Xcel Energy; materials management supporting the of Energy Supply, Distribution, 
Operations, Gas Engineering & Operations and Transmission business areas; accounts payable; investment 
recovery; and Xcel Energy’s fleet management functions: 
• Strategic Sourcing Planning & PMO  
• Sourcing & Purchasing 
• Major Capital Projects 
• Material & Fleet Management 
• Strategic Material Logistics   
• Process Control 
• Supply Chain Support 
 
Strategic Sourcing Planning & PMO 
Strategic Sourcing, Planning and PMO works to develop and manage a high-level Sourcing plan and SRM 
Program, and to provide commodity and spend analysis and reporting in order to support Supply Chain 
objectives. They assist the Supply Chain organization with the implementation of sustainable improvements 
for critical processes, and they ensure we have the right IT systems and that they are utilized appropriately. 
 
Corporate sourcing is also an area in this group, providing services including selecting and negotiating with 
suppliers, preparing bid packages and analyzing bids, managing contracts, and procuring goods and services 
needed by Xcel Energy corporate areas. 
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Major Business Functions and Key Activities (continued) 
 

 
Sourcing & Purchasing 
Sourcing & Purchasing provides services which include selecting and negotiating with suppliers, preparing bid 
packages and analyzing bids, managing contracts, and procuring goods and services needed by Xcel 
Energy.  Goods and services are procured through a competitive bidding process that includes not only 
evaluation of price and other criteria such as the reliability of the supplier and its ability to meet the bid 
specifications.  This process is applied to most goods and services contracts.   
 
Major Capital Projects 
Major Capital Projects provides services which include selecting and negotiating with suppliers, preparing bid 
packages and analyzing bids, managing contracts, and procuring of goods and services needed for major 
capital projects and Energy Supply sourcing, including, but not limited to, the construction of power plants and 
construction of transmission power lines or substations.   
 
Material & Fleet Management 
Fleet Management provides services which include working with the four operating companies to determine 
its vehicle requirements, performing life cycle analysis of the fleet, setting maintenance schedules, managing 
the garage functions and developing standards for the types of vehicles needed.  The size of the vehicle fleet 
and the types of vehicles needed are analyzed to ensure that Xcel Energy is efficiently utilizing its fleet.  For 
example, renting may be recommended for a specialty truck that would sit in the yard and be used only a few 
times in a year resulting in a reduction in the number of vehicles.  By setting appropriate maintenance 
schedules, the life cycle of the equipment is maximized.   
 
Material Management provides services which include materials and supplies inventory management for the 
four operating companies for Transmission and Distribution.  This includes responsibility for storeroom 
operations to receive and issue materials, perform inventory cycle counts, material 
strategy/planning/forecasting, provide equipment and material control and accounting in coordination with the 
Finance department.  These services include establishing policies and procedures to provide appropriate and 
consistent inventory management practices throughout the T&D business areas.   
 
Strategic Material Logistics 
Strategic Material Logistics provides services which include materials and supplies inventory management for 
the four operating companies for Energy Supply.  This includes responsibility for storeroom operations to 
receive and issue materials, perform inventory cycle counts, provide equipment and material control and 
accounting in coordination with the Finance department.  In addition, these services include establishing 
policies and procedures to provide appropriate and consistent inventory management practices throughout 
the business areas.  Also included in this area is the salvaging and selling of materials that are no longer in 
use, or used materials such as copper wire removed from retired facilities then recycled and resold. 
 
Process Control 
Process Control provides services which consist of processing vendor payments for all of the goods and 
services purchased throughout Xcel Energy.  The accounts payable function uses technology to ensure on-
time payment of bills and to capture rebates and discounts that lower Xcel Energy’s costs.   
 
In addition, the financial health of Xcel Energy’s suppliers is monitored to ensure they are able to meet their 
obligations.   
 
Supply Chain Support 
Nuclear Sourcing and Materials Management supports the functions of engineering, nuclear fuel supply, 
regulatory assurance and supply chain activities to provide strategic direction and uphold the standards of 
excellence in these organizations. 
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Cost Allocation Methodologies 
 
The allocation methods used to distribute costs to legal entity and utility include:  
 
Operating Company Direct Charges  
Costs incurred directly by a particular operating company.  For example, the relevant operating company pays 
insurance premiums for operating-company-specific policies.  These premiums are shown as direct charges 
to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges  
Costs incurred by the Service Company on behalf of an operating company.  For example, some Budgeting 
personnel may be involved in a specific operating company initiative (e.g., a rate case or other regulatory 
filing).  Any Service Company labor costs associated with this initiative are billed directly to the relevant 
operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges   
Costs for which a unique operating company cannot be determined or which are incurred on behalf of all 
operating companies.  For example, general Budgeting services are provided on a centralized basis for all 
Xcel Energy legal entities.  The Service Company labor costs associated with these services are allocated to 
the legal entities using allocations.  The particular methods utilized for each service area are described below: 
 

Functional Area Subledger 
Code 

 
Description 

EVP, Asset 
Development, ETO 110 

Executive Corporate Governance includes the labor and non-labor costs for 
executive corporate management, long-term business strategy development and 
other programs that ensure the continuity and development of management. 
Corporate governance activities are generally services that are performed on 
behalf of all Xcel Energy operating companies and affiliates, including Xcel 
Energy Inc.  This is primarily used by the Chief Executive Officer, Chief Operating 
Officer, Chief Administrative Officer, the Corporate Secretary and the Aviation 
department. 

Asset Development 130 

Audit Services includes the labor and non-labor costs for auditing operating and 
non-operating companies, evaluating and improving risk management, ethical 
conduct and the implementation of best practices for operating and non-operating 
companies, conducting financial operations and information system audits, 
performing audits and reviews for compliance with regulatory and legal 
requirements and contracts with vendors and other parties; establishing and 
reviewing internal controls for operating and non-operating companies,  
establishing and reviewing SOX compliance requirements/control testing and 
evaluating contract risks for the operating and non-operating companies. This is 
primarily used by the Audit Services department. 

EVP, Commercial 
Operations 144 

Prop Trading - Front/Mid Office includes the labor and non-labor costs associated 
with proprietary trading activities which are short term transactions undertaken in 
the wholesale electric markets where electricity is purchased for the purpose of 
selling it.  Also included are supporting activities: evaluating the credit worthiness 
of counterparties, reviewing contracts to ensure that regulations are being 
complied with, evaluating profitability and appropriateness of trades to ensure 
they are in the best interest of shareholders and rate payers, and ensuring that 
trades identified as proprietary appropriately fall into that category.  This allocator 
is primarily used by Financial Operations' Risk Management and Energy Supply's 
Commercial Operations. 
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Cost Allocation Methodologies (continued) 
 

Functional Area Subledger 
Code 

 
Description 

Asset Development 161 

Corporate Strategy & Business Development - Corporate Governance includes 
the labor and non-labor costs associated with providing leadership for the 
implementation of company-wide business strategies and plans; portfolio 
management including the evaluation of potential opportunities for mergers, 
acquisitions and divestitures; providing financial, analytical and reporting support; 
researching and providing business intelligence information. Corporate 
governance activities are generally services that are performed on behalf of all 
Xcel Energy operating companies and affiliates, including Xcel Energy Inc. This 
allocator is primarily used by the Portfolio Strategy area. 

EVP, Asset 
Development 162 

Corp Strategy & Bus Dev - OpCo services includes the labor and non-labor costs 
associated with studying developing and  demonstrating new energy technologies 
for future utility uses; providing operating company strategy and planning support, 
and providing leadership for Xcel Energy's renewable energy strategy and 
business development. This allocator is primarily used by the Portfolio Strategy 
business area. 

ETO 163 

LEGAL OPCo Electric services includes the labor and non-labor costs for 
operating companies electric utility legal services related to: labor and 
employment law, litigation, rates and regulation, environmental matters, real 
estate and contracts. This is primarily used by the General Counsel area. 

EVP 171 

Legal services Corporate Governance includes the labor and non-labor costs for 
anticipating and fulfilling the legal needs of Xcel Energy, its Board of Directors, 
officers, legal entities, business areas and corporate operations to protect the 
company's assets and to minimize potential liability. Provides services related to 
labor and employment law pertaining to Service Company employees, litigation, 
contracts, rates and regulation, environmental matters and other legal matters. 
Supports Xcel Energy and its subsidiaries in fulfilling corporate and business area 
strategies ranging from maintaining/improving regulatory relationships to 
continued leadership on environmental issues. Corporate governance 
activities are generally services that are performed on behalf of all Xcel Energy 
operating companies and affiliates, including Xcel Energy Inc. This allocator is 
primarily used by the General Counsel area. 

Supply Chain 185 

Customer Safety Advertising and Information costs services includes the labor 
and non-labor costs associated with public safety advertising, information and 
education. This is used by the Corporate Communications and Safety 
Organizations. 

Supply Chain 190 

HR-Diversity/Safety/Employee Relations includes the labor and non-labor costs 
for work performed for operating and affiliate company employees, such as 
diversity programs, providing workforce relations resources for labor agreements, 
arbitration, and training. Manage, design, and implement Corporate Safety 
initiatives. This is primarily used by the Human Resources and Safety 
organizations. 

ETO 409 

Federal Lobbying services includes the labor and non-labor costs for federal and 
state lobbying activities and the federal 
Political Action Committee (PAC). This is primarily used by the Federal and State 
Affairs organization. 

Supply Chain 413 

Payment & Reporting services includes the labor and non-labor costs associated 
with processing payments to vendors, providing audit research and reconciliation 
support for Accounts Payable transactions, preparing statistical and 1099 
reporting, and administering the purchase card programs. This is primarily used 
by the Supply Chain organization. 

Commercial 
Operations, Fuels 415 

Energy Markets Fuel includes the labor and non-labor costs for planning and 
implementing power supply portfolios to provide reliable service to native load and 
to capitalize on market opportunities including purchasing fuel for the operating 
companies' electric generation system (excluding nuclear) and resource planning 
and acquisition including purchase power and account management.  This is 
primarily used by the Energy Supply area. 
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Cost Allocation Methodologies  (continued) 
 

Functional Area Subledger 
Code 

 
Description 

Supply Chain 416 
Supply Chain includes the labor and non-labor costs for operating company(s) 
diversity program expenses as well as various dues for specific sponsored 
agencies (Chamber of Commerce, social service dues, etc.) 

Commercial 
Operations 429 

Energy Markets Regulated Trading services includes the labor and non-labor 
costs of providing electric trading services to the operating companies' electric 
generation systems, including load management, system optimization and 
origination.  This is primarily used by the Energy Supply Commercial Operations 
area. 

EVP, ETO, Supply 
Chain 430 

Energy Supply Asset Management services includes the labor and non-labor 
costs of providing management support to 
the Energy Supply organization, maximizing business value of the Energy Supply 
information systems, developing the 
business plan, optimizing plant inventory, and leading the development of asset 
management strategy and implementation 

Commercial 
Operations 431 

Energy Markets Business Services includes the labor and non-labor costs for 
financial analysis, budgeting and administrative support, managerial reporting and 
business planning and process initiatives, independent daily forward 
valuation and risk measurement of commodity transactions and system fuel and 
purchase power requirements to meet system loads, as well as proprietary or 
trading transactions; creates retail system load and energy forecasts providing 
regular updates to senior management and analyses of key drivers, reviews and 
provides comments to dealmakers on nonstandard agreements and associated 
confirmation agreements in the areas of coal supply, gas supply, wood fuel, rail, 
trucking, structured power purchases and nuclear/uranium concentrates and 
services; provides analyses for electric/gas hedge studies and sensitivities; 
creates load management forecast, jurisdictional peak demand forecasts, and 
cost of service studies for energy trading and marketing. This is primarily used by 
the Risk Management and Business Systems organizations 

ETO 435 

Customer Care (CC) 903 services includes the labor and non-labor costs for 
contact centers, remittance processing, credit and collections, customer resource 
management, and contact center training. This allocation is used when all four 
jurisdictions are benefiting from the services such as responding to residential 
customer inquiries regarding billings and outages, handling inbound credit calls, 
outbound collections calls, managing accounts receivables, training call center 
staffs, developing contact center call forecasts. This is primarily used by the 
Customer Care organization. 

ETO 440 

Utilities Group A&G (Administrative and General) FERC 921 services includes the 
labor and non-labor costs for utilities group leadership, management and support 
services for the distribution, transmission, transportation and supply chain areas. 
This is primarily used by the Distribution and Transmission organizations. 

ETO 441 
Distribution Electric FERC 580 services includes the labor and non-labor costs for 
the engineering and supervision of the electric distribution organization. This is 
primarily used by the Safety and Transmission and Substations organizations. 

ETO 500 

Business Systems Services includes the IT costs of providing assistance to 
computer users across the company. Specifically Computer technology risk, 
software maintenance on applications distributed to all users (i.e. Microsoft PC 
tools), governance and project management over all IT projects, fixed 
management fees with outside vendors, business analytics costs, amortization of 
outside vendor fees and costs that are not specific to an application that has a 
specific allocator. This is primarily used by the Business Systems organization. 

ETO 525 
Utility Innovations services include the labor and non-labor costs incurred for 
initiatives to extend the lives of plant assets including servers, data storage and 
PC's. This is primarily used by the Business Systems organization. 

  

Operation Services 15 September 1, 2015 



 

 
 
Cost Allocation Methodologies (continued) 
 
 

Functional Area Subledger 
Code 

 
Description 

ETO 561 
Enterprise Continuity includes the labor and non-labor costs for applications of all 
aspects of business continuity and reliability, contingency planning, readiness 
assessment, drills and planning for all hazards. 

 
 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For 
example, the relevant operating company pays insurance premiums for operating-company-specific policies.  
These premiums are shown as direct charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of 
an operating company.  For example, some Budgeting personnel may be involved in a specific operating 
company initiative (e.g., a rate case or other regulatory filing).  Any Service Company labor costs associated 
with this initiative are billed directly to the relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot 
be determined or which are incurred on behalf of all operating companies.  For example, general Budgeting 
services are provided on a centralized basis for all Xcel Energy legal entities.  The Service Company labor 
costs associated with these services are allocated to the legal entities using allocations.  The particular 
methods utilized for each service area are described above. 
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Major Business Functions and Key Activities 
 
 
Introduction 
 
An estimate of the amount of billed commodity revenue that will ultimately become uncollectible is 
required so that expenses match the commodity and non-commodity revenue received during the 
period. In order to make an accurate estimate, it is necessary to use recent data to the extent it is 
representative of what can be expected in the budgeted periods. 
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Walk Forward Major Cost Drivers 
 

 
 

July 2015 Year End Forecast for Bad Debt Expense 36,826

  NSPM 736
Change due to an increase in total commodity revenues 961
Change due to decreasing total bad debt to revenue % (201)
Change in non-commodity bad debt expense (24)

  NSPW 105
Change due to an increase in total commodity revenues 216
Change due to decreasing total bad debt to revenue % (106)
Change in non-commodity bad debt expense (4)

  PSCo 2,218
Change due to an increase in total commodity revenues 706
Change due to increasing bad debt to revenue % 1,587
Change in non-commodity bad debt expense (75)

  SPS (43)
Change due to an increase in total commodity revenues 545
Change due to decreasing bad debt to revenue % (603)
Change in non-commodity bad debt expense 15

2016 Bad Debt Expense Budget 39,842

Bad Debt 2016 O&M Budget Chart
(Dollars in Thousands)
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Walk Forward Major Cost Drivers 
 
 
The major cost drivers from an organizational perspective are: 
 
Bad debt expense increased $3.0M from the July 2015 Year End (YE) forecast to the 2016 budget. The 
change is primarily made up of two drivers: Operating Company billed commodity revenue and percent 
of bad debt to revenue. Total billed commodity revenue in the July 2015 YE Forecast is $9.9B 
compared to $10.5B in the 2016 Budget.  
 
July 2015 YE Forecast vs. 2016 Budget Billed Commodity Revenue Impact 

• The total impact to bad debt expense resulting from the change in total billed commodity 
revenues is $2,427K. 

o NSPM: $4,003M vs. $4,261M = $961K increase in bad debt expense 
o NSPW: $817M vs. $863M = $216K increase in bad debt expense 
o PSCo: $3,841M vs. $4,041M = $706K increase in bad debt expense 
o SPS: $1,211M vs. $1,379M = $545K increase in bad debt expense 

 
 
Percent of total bad debt expense to billed commodity revenue in the July 2015 YE Forecast is 0.37%. 
For the 2016 budget, the Company used 0.37%. The percentage was calculated using the 12 month 
average of actual net write-off percentages to billed commodity revenue from April 2014 through March 
2015.  
 
July 2015 YE Forecast vs. 2016 Budget Percent of Bad Debt Expense to Revenue Impact 

• The total impact to bad debt expense resulting updating the percent of bad debt expense to 
billed commodity revenues is $677K. 
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Bad Debt Expense  
2016 O&M Budget Drivers  

$3.0M Increase, 8.2% 

Operation Services –  September 1, 2015 
Bad Debt 
 

4 



 
o NSPM: 0.37% vs. 0.37% = ($201K) decrease in bad debt expense 
o NSPW: 0.47% vs. 0.46% = ($106K) decrease in bad debt expense 
o PSCo: 0.35% vs. 0.39% = $1,587K increase in bad debt expense 
o SPS: 0.32% vs. 0.28% = ($603K) decrease in bad debt expense 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Walk Forward Major Cost Drivers 
 

 
 

2016 Bad Debt Expense Budget 39,842

  NSPM 246
Change due to an increase in total commodity revenues 691
Change due to decreasing total bad debt to revenue % (445)

  NSPW 80
Change due to an increase in total commodity revenues 170
Change due to decreasing total bad debt to revenue % (90)

  PSCo (280)
Change due to an increase in total commodity revenues 127
Change due to decreasing total bad debt to revenue % (407)

  SPS 195
Change due to an increase in total commodity revenues 345
Change due to decreasing total bad debt to revenue % (150)

2017 Bad Debt Expense Budget 40,082

Bad Debt 2017 O&M Budget Chart
(Dollars in Thousands)

Operation Services –  September 1, 2015 
Bad Debt 
 

5 



 

 
 
 
 
 
 
 
 
Walk Forward Major Cost Drivers 
 
 
The major cost drivers from an organizational perspective are: 
 
Bad debt expense increased $240K from the 2016 budget to the 2017 budget. The change is primarily 
made up of two drivers: Operating Company billed commodity revenue and percent of bad debt to 
revenue. Total billed commodity revenue in the 2016 budget is $10.5B compared to $10.9B in the 2017 
budget.  
 

2016 Budget vs. 2017 Budget Billed Commodity Revenue Impact 
• The total impact to bad debt expense resulting from the change in total billed commodity 

revenues is $1,333K. 
o NSPM: $4,261M vs. $4,449M = $691K increase in bad debt expense 
o NSPW: $863M vs. $900M = $170K increase in bad debt expense 
o PSCo: $4,041M vs. $4,073M = $127K increase in bad debt expense 
o SPS: $1,379M vs. $1,502M = $345K increase in bad debt expense 

 
 
Percent of total bad debt expense to billed commodity revenue in the 2016 budget is 0.37%. For the 
2017 budget, the Company used 0.36%. The 0.36% was calculated using the same methodology used 
in the 2016 budget. In addition, the company included a 0.01% improvement over the previous budget.  
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Bad Debt Expense 
2017 O&M Budget Drivers  

$0.2M Increase, 0.6% 
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2016 Budget vs. 2017 Budget Percent of Bad Debt Expense to Revenue Impact 
• The total impact to bad debt expense resulting updating the percent of bad debt expense to 

billed commodity revenues is ($1,092K). 
o NSPM: 0.37% vs. 0.36% = ($445K) decrease in bad debt expense 
o NSPW: 0.46% vs. 0.45% = ($90K) decrease in bad debt expense 
o PSCo: 0.39% vs. 0.38% = ($407K) decrease in bad debt expense 
o SPS: 0.28% vs. 0.27% = ($150K) decrease in bad debt expense 
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Walk Forward Major Cost Drivers 
 
 

 
 

 
 
 

2017 Bad Debt Expense Budget 40,082

  NSPM (144)
Change due to an increase in total commodity revenues 309
Change due to decreasing total bad debt to revenue % (453)

  NSPW 29
Change due to an increase in total commodity revenues 122
Change due to decreasing total bad debt to revenue % (93)

  PSCo (55)
Change due to an increase in total commodity revenues 361
Change due to decreasing total bad debt to revenue % (417)

  SPS 212
Change due to an increase in total commodity revenues 376
Change due to decreasing total bad debt to revenue % (164)

2018 Bad Debt Expense Budget 40,123

Bad Debt 2018 O&M Budget Chart
(Dollars in Thousands)
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Bad Debt Expense 
2018 O&M Budget Drivers  

$0.0M Increase, 0.1% 
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Walk Forward Major Cost Drivers 
 
 
The major cost drivers from an organizational perspective are: 
 
Bad debt expense increased $41K from the 2017 budget to the 2018 budget. The change is primarily 
made up of two drivers: Operating Company billed commodity revenue and percent of bad debt to 
revenue. Total billed commodity revenue in the 2017 budget is $10.9B compared to $11.3B in the 2018 
budget.  
 

2017 Budget vs. 2018 Budget Billed Commodity Revenue Impact 
• The total impact to bad debt expense resulting from the change in total billed commodity 

revenues is $1,168K. 
o NSPM: $4,449M vs. $4,535M = $309K increase in bad debt expense 
o NSPW: $900M vs. $927M = $122K increase in bad debt expense 
o PSCo: $4,073M vs. $4,168M = $361K increase in bad debt expense 
o SPS: $1,502M vs. $1,641M = $376K increase in bad debt expense 

 
 
Percent of total bad debt expense to billed commodity revenue in the 2017 budget is 0.36%. For the 
2018 budget, the Company used 0.35%. The 0.35% was calculated using the same methodology used 
in the 2017 budget. In addition, the company included a 0.01% improvement over the previous budget.  
 

2017 Budget vs. 2018 Budget Percent of Bad Debt Expense to Revenue Impact 
• The total impact to bad debt expense resulting updating the percent of bad debt expense to 

billed commodity revenues is ($1,127K). 
o NSPM: 0.36% vs. 0.35% = ($453K) decrease in bad debt expense 
o NSPW: 0.45% vs. 0.44% = ($93K) decrease in bad debt expense 
o PSCo: 0.38% vs. 0.37% = ($417K) decrease in bad debt expense 
o SPS: 0.27% vs. 0.26% = ($164K) decrease in bad debt expense 
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Major Business Functions and Key Activities 
 
 
Bad Debt Expense is recognized in the Legal Entity where the customer account being written off 
resides. 
 
Corporate Services Bad Debt Expense is comprised of Commodity (Class “C”) write offs and 
recoveries, Non-Commodity (Class “N”) write offs and recoveries, and change in accounts receivable 
reserve.    

 
Bad Debt 
 
Major Functions 
 
Bad Debt Expense represents expense to an Xcel Energy legal entity for a customer account 
determined to be uncollectible and written off.  Components of bad debt expense include: 
 

• Write-offs – customer accounts written off  
• Recoveries – amounts recovered after being written off 
• Changes in Accounts Receivable (AR) Reserve – changes in balance sheet reserve for AR 

based on AR reserve model.     
 
Measurement and Forecasting 
 
Commodity bad debt expense is forecasted and measured based on a percentage of billed commodity 
revenue on a monthly and an annual basis. The commodity bad debt 2016 budget is calculated by 
using the 12 month average of actual net write-off percentages to billed commodity revenue from April 
2014 through March 2015. For 2017, the Company used the same methodology as the 2016 budget 
and included a 0.01% commodity bad debt expense to billed commodity revenue year over year 
improvement. 
 
The non-commodity bad debt for 2016 budget is calculated by using the average of actual non-
commodity bad debt from 2011 to 2014. For 2017 and 2018, the Company is using the same 
methodology as the 2016 Budget.  
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Functional Organization Chart  
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Cost Allocation Methodologies 
 
 

The methods used to distribute costs to a legal entity and utility include: 
 
Operating Company Direct Charges: 
 
Bad Debt Expense is expensed in the Legal Entity where the customer account being written off 
resides. 
 
Service Company Allocated Charges: 
 
Not applicable. 
 
Service Company Direct Charges: 
 
Not applicable. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate case 
or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the relevant 
operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a centralized 
basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are allocated to the 
legal entities using allocations.  The particular methods utilized for each service area are described above.  
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Major Business Functions and Key Activities 
 
 
Introduction 
 
The Customer Care organization is a part of Xcel Energy Services Inc. and provides a variety of 
support services to Xcel Energy Inc., its subsidiaries and customers. Services include Customer 
Operations, Contact Center, Meter Reading, Revenue Assurance & Field Collections, Billings Services 
& Operations, and Credit and Collections.   

 
 

Customer Value 
 

Each business area within Customer Care plays its own role in providing customer value. 
 

Customer Operations creates value by managing employee talent training and quality assurance, 
communicating with employees and customers, tracking and improving business area performance and 
processes, working with customers to resolve complaints, managing customer policies and low-income 
assistance, and strategic planning and fiscal oversight for all of Customer Care. Customer Operations’ 
mission is to drive exceptional performance in Customer Care to ensure a high-quality customer 
experience and optimal business results. 
 
Contact Center’s mission is to deliver the highest quality and consistent customer experience. 
Functions include: enhancing our customers’ experience and proactively attaining energy efficiency, 
products and service goals through the Residential Customer Contact Centers, Business Solution 
Center, Energy Expert Team, Correspondence, Residential Property Management Team and 
Specialists. 
 
Meter Reading, Revenue Assurance & Field Collections’ role is to ensure that all the energy our 
customers use is accurately measured, billed and paid for. Operational excellence, performance 
improvement, employee engagement, accurate readings, revenue protection and customer satisfaction 
are all part of Meter Reading’s value proposition. 

 
Billing Services & Operations focuses on securing revenue through timely, accurate, and cost effective 
billing services and cash processing operations. Primary Functions are Retail Billing (residential, 
commercial, industrial), Cash/Remittance Processing, Meter Data Translation, Billing & Payment 
Exception Processing, Vendor Contract Management, Gas Transportation, Vacant Premise, Non-
Commodity Billing, Taxing, Addressing, Bill Statements, Letters & Notices, System Testing, Complex 
Billing, PUC/OAG Compliance, SOX Controls, and Benchmark Reporting. 

 
Credit and Collections focuses on the use of a variety programs and methods to secure payments on 
delinquent accounts, to optimize cash flow and minimize bad debt. 
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Customer Care 2016 OPCO’s O&M Major Cost Drivers 
 

 
 
 
Labor and Contract Labor – Labor for the Customer Care organization is made up of exempt, part 
time and full time benefit, non-benefit, and union employees to perform the key activities described 
under the Major Business and Key Activities section. Contract labor is primarily utilized in Billing 
Services and Meter Reading. Billing Services uses contractors to help backfill labor in their remittance 
processing group. Meter Reading uses contractor labor to assist in reading meters in SPS and 
executing field collections in NSPMN.  
      
Outside Services and O&M Credits – Customer Care uses outside services in most of its business 
areas. Billing Services uses DST Output to process the Company’s bills and letters and notices. Credit 
and Collections utilizes third-party collection agencies to assist in collecting on delinquent accounts. In 
addition, outside companies are used to make courtesy calls when customers’ payments are late. 
Credit checks and information needed to research customer accounts are also outsourced to various 
companies. The Contact Center uses Language Line to help in language translation to assist agents in 
conversations with customers. They also use Furst Person to assist in their pre-hiring assessments. 
The Resource Management group utilizes outside services to assist in overflow outage call handling 
and outbound calling. A large part of outside services resides in the Meter Reading area. They use an 
outside company to perform most of the Company’s automated meter reads in Northern State Power 
(NSP). Meter Reading also outsources reconnecting customers’ power and performing commercial and 
industrial reads, interval reads and other special contracted reads. The increase in Outside Services is 
offset by O&M Credit reimbursement from Cellnet for the costs associated with any meter readers that 
are retained to read any non-automated and non-performing electric meters in NSPM. 
 
Postage – Postage is primarily made up of the mailing costs to send out bills and letters and notices to 
Xcel Energy’s customers. 
 
Transportation Fleet Costs – Many of the meter readers utilize company-owned vehicles. The 
Company will charge back a cost to the Meter Reading business units for the use of these vehicles.  
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Walk Forward Major Cost Drivers 
 

 
 
 

 
 
 
 
 
 
 

July 2015 Year End Forecast for O&M 102,097$      
  Labor 556

Increased primarily due to 3% merit increase 1223

Meter Reading - Decreased due to NSP severance accrual adjustment in 2016 (200)
Meter Reading - Decreased due to PSCo union merit increase adjustment in 2015 (162)

  Transportation Fleet 166

  Miscellaneous O&M Credits 311

  Other (41)

2016 O&M Budget 103,089$      

Meter Reading - Increase resulting in less credits from Cellnet due to less manual 
reads needed

Customer Care 2016 O&M Budget Chart
(Dollars in Thousands)

Meter Reading - Decreased 3 headcount in NSP primarily due to Cellnet 
automation and 2 headcount in PSCo for not backfilling vacant positions

311 

(306)

166 
Meter Reading - Increased due to fuel savings received in 2015 and anticipated 
higher fuel prices in 2016 

($100)

$0

$100

$200

$300

$400

$500

$600

  Other   Miscellaneous
O&M Credits

  Transportation
Fleet

  Labor

D
ol

la
rs

 (0
00

's
) 

Customer Care 
2016 O&M Budget Drivers   
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Walk Forward Major Cost Drivers 
 
 
The major cost drivers from an organizational perspective are: 
 
Labor: 
The increase in labor is primarily due to a 3% merit increase starting in March 2016. As Cellnet 
continues to improve their automated meter reading services, the Meter Reading area re-evaluates the 
necessary readers it employs to read meters missed by Cellnet. From January 1, 2015 through the end 
of 2016, the Company anticipates decreasing its meter readers both in NSP by 3 due to Cellnet 
automation and in PSCo by 2 for not backfilling vacant positions. In addition, labor decreases in Meter 
Reading is due to anticipated severance accrual adjustment for NSP for ($200K) in 2016 and union 
merit increase adjustment for ($162K) as a result of the delay in PSCo union contract negotiation in 
2015.    
 
Transportation Fleet: 
The increase in transportation fleet is due to fuel savings received in 2015 and anticipated higher fuel 
prices in 2016. 
 
Miscellaneous O&M Credit: 
O&M Credits are based on credits received from Cellnet. Xcel Energy receives a credit or money back 
for every meter it has to read manually that should have been serviced by Cellnet. In 2015, the 
Company expects to receive $1.8M in credits or money back from Cellnet. However, in 2016 the 
Company expects these credits to decrease to $1.5M. The change is due to Cellnet improving their 
automated reading capabilities therefore resulting is less credit paid to Xcel Energy.  
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Customer Care 2017 OPCO’s O&M Major Cost Drivers 
 
 

 
 
Labor and Contract Labor – Labor for the Customer Care organization is made up of exempt, part 
time and full time benefit, non-benefit, and union employees to perform the key activities described 
under the Major Business and Key Activities section. Contract labor is primarily utilized in Billing 
Services and Meter Reading. Billing Services uses contractors to help backfill labor in their remittance 
processing group. Meter Reading uses contractor to assist in reading meters in SPS and in executing 
field collections in NSPMN.  
  
Outside Services and O&M Credits – Customer Care uses outside services in most of its business 
areas. Billing Services uses DST Output to process the Company’s bills and letters and notices. Credit 
and Collections utilizes third-party collection agencies to assist in collecting on delinquent accounts. In 
addition, outside companies are used to make courtesy calls when customers’ payments are late. 
Credit checks and information needed to research customer accounts are also outsourced to various 
companies. The Contact Center uses Language Line to help in language translation to assist agents in 
conversations with customers. They also use Furst Person to assist in their pre-hiring assessments. 
The Resource Management group utilizes outside services to assist in overflow outage call handling 
and outbound calling. A large part of outside services resides in the Meter Reading area. They use an 
outside company to perform most of the Company’s automated meter reads in Northern State Power 
(NSP). Meter Reading also outsources reconnecting customers’ power and performing commercial and 
industrial reads, interval reads and other special contracted reads. The increase in Outside Services is 
offset by O&M Credit reimbursement from Cellnet for the costs associated with any meter readers that 
are retained to read any non-automated and non-performing electric meters in NSPM. 
 
Postage – Postage is primarily made up of the mailing costs to send out bills and letters and notices to 
Xcel Energy’s customers. 
 
Transportation Fleet Costs – Many of the meter readers utilize company owned-vehicles. The 
Company will charge back a cost to the Meter Reading business units for the use of these vehicles.  
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Walk Forward Major Cost Drivers 
 

 
 

 
 
 
 
 
 
 
 

2016 O&M Budget 103,089$      
  Labor 817

Increased primarily due to 3% merit increase and labor adjustment 985
Meter Reading - Increased due to NSP severance accrual adjustment in 2016 200
Contact Center - Decreased due to staffing level adjustments in the call centers to 
handle projected call volumes (268)
Collection - Decreased due to not backfilling anticipated retirements in 2017 (100)

  Outside Services 286
Meter Reading - Increased primarily due to a 1.5% rate escalator per Cellnet contrac  379

(147)

  Other (60)

2017 O&M Budget 104,132$      

Billing - Decreased due to lower anticipated bill processing fees attributed to Fiserv 
contract renegotiation, disconnection notices threshold, and higher bill onsert 

Customer Care 2017 O&M Budget Chart
(Dollars in Thousands)
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Walk Forward Major Cost Drivers 
 
 
The major cost drivers from an organizational perspective are: 
 
Labor: 
The increase in labor is primarily due to a 3% merit increase starting in March 2017 and labor 
adjustment for $985K. In addition, labor increases in Meter Reading due to anticipated severance 
accrual adjustment for NSP for $200K in 2016. These increases are offset by staffing adjustments in 
various Call Centers to handle projected call volume for ($268K) and decrease in labor for not back 
filling future retirements in Credit and Collection in 2017 for ($100K).  
  
Outside Services: 
The majority of the Outside Services variance is in the Meter Reading, and Billing Services areas. The 
$379K increase in Meter Reading is primarily due to a 1.5% yearly contract increase for Cellnet. Billing 
Services decreased its 2017 Outside Services budget by ($147K) due to lower anticipated bill 
processing fees contributed to Fiserv contract renegotiation, disconnection notices threshold, and 
higher anticipated bill onsert charges to other business areas. 
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Customer Care 2018 OPCO’s O&M Major Cost Drivers 
 
 

 
 
Labor and Contract Labor – Labor for the Customer Care organization is made up of exempt, part 
time and full time benefit, non-benefit, and union employees to perform the key activities described 
under the Major Business and Key Activities section. Contract labor is primarily utilized in Billing 
Services and Meter Reading. Billing Services uses contractors to help backfill labor in their remittance 
processing group. Meter Reading uses contractor to assist in reading meters in SPS and in executing 
field collections in NSPMN.  
  
Outside Services and O&M Credits – Customer Care uses outside services in most of its business 
areas. Billing Services uses DST Output to process the Company’s bills and letters and notices. Credit 
and Collections utilizes third-party collection agencies to assist in collecting on delinquent accounts. In 
addition, outside companies are used to make courtesy calls when customers’ payments are late. 
Credit checks and information needed to research customer accounts are also outsourced to various 
companies. The Contact Center uses Language Line to help in language translation to assist agents in 
conversations with customers. They also use Furst Person to assist in their pre-hiring assessments. 
The Resource Management group utilizes outside services to assist in overflow outage call handling 
and outbound calling. A large part of outside services resides in the Meter Reading area. They use an 
outside company to perform most of the Company’s automated meter reads in Northern State Power 
(NSP). Meter Reading also outsources reconnecting customers’ power and performing commercial and 
industrial reads, interval reads and other special contracted reads. The increase in Outside Services is 
offset by O&M Credit reimbursement from Cellnet for the costs associated with any meter readers that 
are retained to read any non-automated and non-performing electric meters in NSPM. 
 
Postage – Postage is primarily made up of the mailing costs to send out bills and letters and notices to 
Xcel Energy’s customers. 
 
Transportation Fleet Costs – Many of the meter readers utilize company owned-vehicles. The 
Company will charge back a cost to the Meter Reading business units for the use of these vehicles.  
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Walk Forward Major Cost Drivers 
 
 

 
 

 
 
 
 
 
 
 
 

2017 O&M Budget 104,132$      
  Labor 816

Increased primarily due to 3% merit increase and labor adjustment 1,230
Billing - Decreased due to not backfilling anticipated retirements in 2018 (55)
Contact Center - Decreased due to staffing level adjustments in the call centers to 
handle projected call volumes (200)
Meter Reading - Decreased due to anticipated reduced workload by not hiring 5 
seasonal collectors in MN in 2018 (159)

  Postage 286
Billing - Increased due to 3% postage rate increase offset by Online Account 
Management savings 185

  Other (61)

2018 O&M Budget 105,173$      

Customer Care 2018 O&M Budget Chart
(Dollars in Thousands)
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Walk Forward Major Cost Drivers 
 
 
The major cost drivers from an organizational perspective are: 
 
Labor: 
The increase in labor is primarily due to a 3% merit increase starting in March 2018 and labor 
adjustment for $1,230K. This increase is offset by staffing adjustments in various Call Centers to handle 
projected call volume for ($200K) and decrease in labor for not back filling future retirements in Billing in 
2018 for ($55K). In addition, decrease in labor due to anticipated reduced workload by not hiring 5 
seasonal collectors in Meter Reading in MN in 2018.   
  
Postage: 
Postage is projected to increase by $185K in 2018. The budget assumes a 3% increase in postage 
rates and a 1% increase in postage volume resulting in $607K increase in postage expense. However, 
Billing Services expects an overall decrease in postage expense by ($422K) due to anticipated 
additional customers signing up for Online Account Management which will decrease postage volumes. 
.   
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Major Business Functions and Key Activities 
 
 
The Customer Care organization is a part of Xcel Energy Services Inc. and provides customer-related 
support services to Xcel Energy Inc. and its subsidiaries.  These services are provided in accordance 
with Service Agreements entered into with each subsidiary.  The Service Agreements are administered 
in accordance with Federal Energy Regulatory Commission (FERC) regulations. 
 
The Customer Care organization is comprised of the following major areas: Customer Operations, 
Contact Center, Meter Reading, Revenue Assurance & Field Collections, Billing Services & Operations, 
and Credit & Collections.  The major business functions and key activities for each area are 
summarized below.  

 
 
Customer Operations 
 
Major Functions 
 
Customer Operations is responsible for overall organizational operation support, Contact Center staff 
training and quality assurance, customer policies and low-income programs.   
 
Key Activities  
 

• Train and provide quality assurance monitoring for phone staff 
• Circulate communications to Customer Care staff and provide information to customers 
• Develop Contact Center call forecasts, scheduling, regulatory reporting and manage real-time 

Contact Center operations 
• Resolve customer complaints 
• Track and monitor organizational performance, customer data privacy processes and improve 

internal processes 
• Manage and implement low-income programs and provide service support to low-income 

customers and agencies 
 

 
Contact Center 
 
Major Functions 
 
Contact Center is responsible for the operation of the residential customer service and business 
solutions centers. 
  
Key Activities 
 

• Respond to customer inquiries through multiple channels. Typical contact types include: 
- Establish, transfer and /or disconnect service  
- Analyze and explain customers’ bills 
- Negotiate payment arrangements 
- Consult and offer services and options 
- Handle gas/electric calls, including emergencies 
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Major Business Functions and Key Activities 
 
 
 
Meter Reading, Revenue Assurance and Field Collections 
 
Major Functions 
 
Meter Reading, Revenue Assurance and Field Collections is responsible for customer meter reads, 
field credit collections, and revenue assurance across all jurisdictions.  
 
Key Activities 
 
• Read meters  
• Execute field collections and disconnections/reconnections for nonpayment 
• Investigate tampering of service for theft and public safety 
  
 
Billing Services & Operations 
 
Major Functions 
 
Billing Services & Operations is responsible for working through billing and cash exception, delivery of 
billing statements, letters, and notices, remittance processing, and customer receivables for all Xcel 
Energy retail residential, industrial, large and small commercial customers across all jurisdictions.   
 
Key Activities 
 
• Manage retail customer billing and cash processing  
• Research and process all billing and cash exceptions 
• Provide escalated customer service assistance with regard to billing and cash issue resolution 
• Manage non-commodity bills, manual bills, gas transportation and daily gas, and data translation  
 
 
Credit & Collections   
 
Major Functions 
 
The Credit and Collections organization is responsible for accounts receivable management and 
internal credit support. 

 
Key Activities 
 
• Manage accounts receivables through credit cycle to mitigate bad debt expense and manage Days 

Sales Outstanding 
• Manage collections of delinquent accounts  
• Manage in-bound and outbound collections contacts with customers 
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Functional Organization Chart  
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Cost Allocation Methodologies 
 
 

 
Service Company Allocated Charges: 
 

Business Area  Work Order 
No.  Description of Services Provided 

Customer Operations 409 

Federal Lobbying services include the labor and 
non-labor costs for federal and state lobbying 
activities and the federal Political Action 
Committee (PAC). This is primarily used by the 
Federal and State Affairs organization.  

Customer Operations, Contact 
Center, Credit and Collections 435 

Customer Care 903 services includes the labor 
and non-labor costs for contact centers, 
remittance processing, credit and collections, 
customer resource management, and contact 
center training.  This allocation is used when all 
four jurisdictions are benefiting from the 
services such as responding to residential 
customer inquiries regarding billings and 
outages, handling inbound credit calls, 
outbound collections calls, managing accounts 
receivables, training call center staffs, 
developing contact center call forecasts.  This is 
primarily used by the Customer Care 
organization. 

Meter Reading 436 

Customer Care 902 services includes the labor 
and non-labor costs for meter reading of retail 
and wholesale customers and determining 
consumption for billing purposes as well as 
executing field collections.  This is primarily 
used by the Customer Care organization. 

Customer Care 437 

Customer Care 901 services includes the labor 
and non-labor costs for the leadership of the 
customer care organization and their 
administrative support staff such as consulting 
costs to support overall Customer Care 
organizational operations.  This is primarily used 
by the Customer Care organization. 

Credit and Collections  438 

Customer Care 903 South services include the 
labor and non-labor costs for contact centers, 
and credit and collections, such as responding 
to commercial customers inquiries at the 
Business Solution Center in the South. This 
allocation is used when Public Service 
Company of Colorado and Southwestern Public 
Service Company are the only jurisdictions 
benefitting from the services. This is primarily 
used by the Customer Care organization.  
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Cost Allocation Methodologies 
 
 
Service Company Allocated Charges: 
 

Business Area  Work Order 
No.  Description of Services Provided 

Credit & Collections, Meter 
Reading 439 

Customer Care 903 - North services includes 
the labor and non-labor costs for contact 
centers, and credit and collections, such as 
responding to commercial customers inquiries 
at the Business Solution Center in the North.  
This allocation is used when Northern States 
Power Company-Minnesota and Northern 
States Power Company-Wisconsin are the only 
jurisdictions benefiting from the services.  This 
is primarily used by the Customer Care 
organization. 

Customer Operations  446 

Customer Care Low Income Assistance (908) 
services includes the labor and non-labor costs 
associated with the low income energy 
customer program such as answering calls from 
customers for referral to low income assistance 
agencies, providing information to the agencies 
in order to process applications for assistance, 
take pledges/commitments from agencies and 
process payments from agencies.  This is 
primarily used by the Customer Care 
organization. 

Billing Services & Operations 447 

Customer Billing FERC 903 includes the labor 
and non-labor costs related to the delivery of 
billing statements, letters and notices to Xcel 
customers including postage and outside 
services costs, oversight and administration of  
customer billing area, research of  billing 
exceptions, providing escalated customer 
service assistance with regard to billing issues 
resolution, and process remittances and 
receivables. This allocation is used when all four 
jurisdictions are benefiting from the services. 

 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate case 
or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the relevant 
operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a centralized 
basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are allocated to the 
legal entities using allocations.  The particular methods utilized for each service area are described above.  
 
Operation Services –  September 1, 2015 
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Major Business Functions and Key Activities 
 
 
BENEFIT COSTS PROCESSED THROUGH THE LABOR LOADING PROCESS ARE ALLOCATED 
FOLLOWING LABOR.  THEREFORE, ALL LABOR LOADING COSTS ARE REFLECTED IN THE 
LABOR LOADING ACCOUNTS ASSOCIATED WITH EACH BUSINESS AREA.  ALL BUSINESS 
AREAS PROVIDE EXPLANATIONS EXCLUDING THESE LABOR LOADING COSTS, AS THE 
BENEFITS AREA IS RESPONSIBLE FOR EXPLAINING THEM.  THESE COSTS ARE BEST 
UNDERSTOOD AND EXPLAINED AT THE CORPORATE LEVEL, NOT AT THE INDIVIDUAL 
BUSINESS AREA LEVEL, AND THEREFORE ARE EXPLAINED AS A WHOLE IN THE BENEFITS 
AREA.  THIS SECTION IS A SUMMARY OF THOSE COSTS.   
 
Health & Welfare  
 
Active Health Care 
 
The active health care budget consists of active employee healthcare costs.  Active employee healthcare 
includes costs associated with medical, dental, prescription drug and vision plan options.  United Health 
Care, Delta Dental, Express Scripts and Vision Service Plan (VSP) provide these plan options.  The 
budget calculations for Xcel Energy’s active healthcare programs are based on trended claims and 
administration fee experience related to each plan.  An outside actuarial consulting company, Towers 
Watson, provides these budget cost estimates. 
 
Life Insurance 
 
Group life and accidental death and dismemberment insurance costs are developed based on premium 
negotiations between Xcel Energy and insurance vendors.  Life insurance plans are provided by The 
Hartford.  The budget calculations are provided by Benefits Accounting.   
 
Post Retirement Medical 
 
Xcel Energy accrues for post-retirement medical costs under accounting rule FAS 106.  The net periodic 
post-retirement cost consists of service cost, interest cost, return on plan assets and the amortization of 
prior service costs and plan gains and losses caused by deviations from plan assumptions.  Towers 
Watson provides the budget cost estimates.  
 
Long-term Disability 
 
Xcel Energy accrues for long-term disability under accounting rule FAS 112 for all NSP bargaining 
employees disabled before 1/1/2014 and all other employees disabled before 1/1/2008.  All employees 
disabled after these dates are covered under a fully insured plan.  
 
Accounting rule FAS 112 requires an accrual for all future expected disability benefit payments for 
employees who Xcel Energy believes will not return to work.  Towers Watson provides these budget cost 
estimates.   The fully insured plan for long-term disability insurance is provided by The Hartford and the 
budget calculations are provided by Benefits Accounting.   
 
Miscellaneous Benefits Programs and Costs 
 
Xcel Energy provides numerous other health and welfare benefits to employees. They consist of 
programs such as the Employee Assistance Program, adoption assistance, leave administration, 
business travel accident insurance, health improvement programs, tuition reimbursement programs, the 
HR Service Center to answer benefits and payroll questions, monthly maintenance fees for health saving 
accounts and the administration of flex spending accounts that include health, dependent care and 
transportation. Budget calculations are based on prior year trends, anticipated costs and administration 
fee experience related to each program. 
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Major Business Functions and Key Activities (continued) 
 
Pension & Retirement Related  
 
Pension 
 
There are four different pension plans which include a variety of pension formulas.  The pension formulas 
include Pension Equity, NSP Traditional, NCE Account Balance, PSCo Traditional, SPS Traditional and 5 
Percent Cash Balance.  
 
Xcel Energy Services, NSPW, Public Service Company of Colorado (PSCo) and Southwestern Public 
Service Company (SPS) recognize pension costs under ASC 715 (formerly FAS 87). NSPM continues to 
recognize pension costs based on the aggregate cost method (ACM).  However, ASC 715 was adopted 
as required for GAAP accounting.  The difference between ASC 715 and the ACM is recorded as a 
deferred credit as allowed by FAS 71. 
 
Towers Watson provides the budget cost estimates. 
 
 
401(k) Match 
 
There are three 401(k) Savings Plans (SPS, PSCo and Xcel Energy 401(k) Savings Plan). The 401(k) 
plan is a retirement savings plan for employees.  Effective 5/6/2002, the Xcel Energy Employee Stock 
Ownership Plan was merged into the Xcel Energy 401(k) Savings Plan.  We also have a retirement plan 
(NMC Savings and Retirement Plan) which contains a 401(k) component, with an employer matching 
contribution as well as an additional company non-contributory component. The Vanguard Group is our 
current record keeper and trustee for the 401(k) and NMC plans.  The Plans are funded through voluntary 
pre-tax and after-tax contributions from participants and additional matching contributions from Xcel 
Energy.  The 401(k) match and the NMC non-contributory match are included in the benefits budget and 
are calculated by Benefits Accounting.  The budget calculations are based on prior year trends, adjusted 
for salary increases and anticipated changes, if any.  
 
 
Miscellaneous Items 
 
Other items also included are nonqualified pension which includes supplemental employee retirement 
plans (SERP), retirement related consulting costs, compensation consulting costs and deferred 
compensation.  These budget estimates are provided by Towers Watson, Benefits Accounting and the 
Employee Compensation and Retirement department. 
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Major Business Functions and Key Activities (continued) 
 
Incentive and Recognition  
 
Annual Incentive  
 
The individual annual incentive budget is based on current eligible employees, their base salary and any 
applicable assumed base salary increases, and the percent of targeted incentive.  

 
Xcel Energy’s Executive Compensation department provides the incentive accruals and budget 
calculations.  For NSPM and NSPW, annual incentive is not part of the benefit labor loadings; it is 
recorded directly in operations & maintenance (O&M).  
 
Performance-based Restricted Stock Units 
 
Performance-based Restricted Stock Units (PBRSU) seek to link the interest of executives and select 
employees with customers and shareholders.  If the performance measure in the grant is not achieved at 
the three year measurement, all associated PBRSU’s are forfeited.  The actual number of PBRSU’s and 
the grant price of the units are based on the closing market price of Xcel Energy common stock on the 
date of grant, competitive practices and position. Units vest at the end of the three year service period                                       
after the date of grant with graded payouts dependent on meeting different levels of performance.  
Accounting for the Restricted Stock Unit award is outlined in a memo provided by Xcel Energy’s 
Technical Accounting Department.  The budget reflects 100% or target performance.  The values for the 
future grants are provided by the Executive Compensation department. These costs are recorded directly 
in O&M and do not go through the labor loading process. 
 
Performance Share Plan 
 
The Performance Share Plan provides executives with the potential to earn awards based on company 
performance relative to peer companies on two performance measurements: Total Shareholder Return 
(TSR) and stock price.  TSR is measured cumulatively over a three-year period using overlapping cycles.  
Company TSR is measured against the executive compensation peer group.  At the end of each three-
year performance period, executives receive an award that correlates the extent to which the Company’s 
TSR out-performs or under-performs the peer group.  Awards range from 30% of target for threshold 
performance to 200% of target for exceptional performance for all cycles.  They are paid based on the 
closing stock price on the day before the Board of Director’s approval.  The Executive Compensation 
department and Benefits Accounting provides the budget estimates, and the budget reflects 100% or 
target performance. These costs are recorded directly in O&M and do not go through the labor loading 
process. 
 
Other 
 
Also included are the following: 

• Years of Contribution program (service anniversary awards).  The Total Compensation 
department provides the budget estimates.   

• Employee performance recognition which consists of Thank Yous, Above & Beyond awards, 
Premiere Choice awards, company store items and recognition meals presented to acknowledge 
employees for a specific business-related action or result. The Total Compensation department 
provides the budget estimates.   

• Spot On Awards, a performance based cash award program for non-exempt employees.  The 
Total Compensation department provides the budget estimates.   

These costs are recorded directly in O&M and do not go through the labor loading process. 
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Major Business Functions and Key Activities (continued) 
 
 
Workers Compensation 
 
Xcel Energy provides workers compensation benefits under the FAS 112 accounting standard to 
employees who are former or inactive employees after employment, but before retirement.  Post 
employment benefits are all types of benefits provided to former or inactive employees, beneficiaries and 
covered dependents.  Those benefits include, but are not limited to, salary continuation, supplemental 
unemployment benefits, severance benefits and disability related benefits (including workers 
compensation).  Towers Watson provides this budget cost estimate.  Xcel Energy also pays claims for 
employees who were injured prior to 8/1/2001 when the Company was self-insured.    
 
For employees who are injured after 8/1/2001, all workers compensation benefits are covered under an 
insured program.  The only cost to Xcel Energy for this benefit cost is the insurance premium.  The 
Hazard Insurance department within Xcel Energy provides the budget estimate for the insurance 
premium, which is obtained from outside vendors. 
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Functional Organization Chart 
 
 
Benefits does not have an organization chart. 
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Major Cost Categories 
 
 
 

 Xcel Energy 
2016 Budget 

 

Dollars in Thousands 

Cost Components   Total Cost  O&M 
Pension & Retirement Related $156,140 $108,696 
Health & Welfare 167,064 116,548 
Workers Compensation 10,018 6,377 
Incentive & Recognition 91,210 76,155 
Total $424,431  $307,776  

 

Pension & 
Retirement Related

35.3%

Health & Welfare
37.9%

Workers 
Compensation

2.1%

Incentive & 
Recognition

24.7%

Benefits
2016 O&M Budget = $307.8M

 
 
Health & Welfare – The major cost categories are healthcare (medical, pharmacy and dental costs) for 
both active employees and retirees, long-term disability costs, life insurance and various other programs 
and health and welfare related costs. 
 
Pension & Retirement Related – The major cost categories are qualified and nonqualified pension 
costs, 401(k) match costs, employer retirement contribution for nuclear bargaining employees and 
retirement related consulting costs. 
 
Incentive & Recognition – The major cost categories are annual incentive, performance based restricted 
stock units, performance share plan, Spot On Awards, corporate recognition and the Years of 
Contribution (Service Anniversary Program). 
 
Workers Compensation – The major cost categories are workers compensation insurance premiums 
and FAS 112 expense. 
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 Xcel Energy 
2017 Budget 

 

Dollars in Thousands 

Cost Components   Total Cost  O&M 
Pension & Retirement Related $142,383 $99,943 
Health & Welfare 175,834 122,425 
Workers Compensation 10,429 6,621 
Incentive & Recognition 94,165 78,549 
Total $422,811  $307,538 

 
 
 

Pension & 
Retirement 

Related
32.5%

Health & Welfare
39.8%

Workers 
Compensation

2.2%

Incentive & 
Recognition

25.5%

Benefits
2017 O&M Budget = $307.5M
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Xcel Energy 
2018 Budget 

 

Dollars in Thousands 

Cost Components   Total Cost  O&M 
Pension & Retirement Related $128,870 $89,556 
Health & Welfare 185,721 129,267 
Workers Compensation 10,851 6,855 
Incentive & Recognition 97,134 80,598 
Total $422,577  $306,277  

 
 

Pension & 
Retirement Related

29.2%

Health & Welfare
42.2%

Workers 
Compensation

2.2%

Incentive & 
Recognition

26.3%

Benefits
2018 O&M Budget = $306.3M
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Budget Walk Forward 
 
This section includes a high level walk forward schedule of the business drivers and amounts that 
comprise the majority of increases and/or decreases in costs beginning with the 2015 forecast, to the 
2016 budget, 2017 budget and ending with the 2018 budget. 
 
NSPM 
 
Summary - 2015 Forecast to 2016 Budget   
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Main Business Drivers 

Benefits NSPM O&M Walk Forward from 2015 Forecast to 2016 Budget (Dollars in Thousands) 

July 2015 Year-End O&M Forecast   $137,619  

      

Pension & Retirement Related   (1,322) 

Lower qualified pension costs, offset by an increase to expense resulting from a decrease in the 
amount of pension expense being deferred (1,354)   

Lower FAS 88 non-qualified settlement expense  (449)   

Lower non-qualified pension costs (66)   

Higher 401k match costs 471    

Miscellaneous other mainly due to higher nuclear employer retirement contribution costs 76    

      

Health & Welfare   2,426  

Higher health & welfare costs mainly due to active healthcare inflation and to an adjustment to the 
2014 estimated claims liability in 2015 3,186    

Lower FAS 112 long-term disability costs (540)   

Lower retiree medical costs (220)   

      

Workers Compensation   (145) 

Lower workers compensation costs mainly due to lower FAS 112 costs, offset by higher insurance 
premiums (145)   

      

Incentive & Recognition   (425) 

Lower performance share plan costs (2,280)   

Prior year annual incentive true-up recorded in 2015 vs. no true-up in the 2016 budget 1,165    

Higher annual incentive costs 393    

Higher restricted stock unit costs 302    

Net Other (4)   

      

2016 O&M Budget   $138,154  
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Budget Walk Forward (continued) 
 
 
Summary – 2016 Budget to 2017 Budget  
 
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Benefits 12 September 1, 2015 
 



                                        
Main Business Drivers 

Benefits NSPM O&M Walk Forward from 2016 Budget to 2017 Budget (Dollars in Thousands) 

2016 O&M Budget   $138,154  

      

Pension & Retirement Related   (2,362) 

Lower qualified pension costs, offset by an increase to expense resulting from a decrease in the 
amount of pension expense being deferred (1,654)   

FAS 88 non-qualified settlement expense in the 2016 budget, but not in the 2017 budget (577)   

Lower non-qualified pension costs (456)   

Higher 401k match costs mainly due to projected annual merit increases 311    

Net Other 14    

      

Health & Welfare   2,492  

Higher health & welfare costs mainly due to active healthcare inflation  2,694    

Lower retiree medical costs (187)   

Lower FAS 112 long-term disability costs (14)   

      

Workers Compensation   140  

Higher workers compensation costs mainly due to higher insurance premiums 140    

      

Incentive & Recognition   1,311  

Higher annual incentive costs due to projected annual salary increases 868    

Higher performance share plan costs 258    

Higher restricted stock unit costs  175    

Net Other 11    

      

2017 O&M Budget   $139,736  
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Summary – 2017 Budget to 2018 Budget    
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Main Business Drivers 
 

Benefits NSPM O&M Walk Forward from 2017 Budget to 2018 Budget (Dollars in Thousands) 

2017 O&M Budget   $139,736  

      

Pension & Retirement Related   (1,480) 

Lower qualified pension costs, offset by an increase to expense resulting from a decrease in the 
amount of pension expense being deferred (1,727)   

Lower non-qualified pension costs (68)   

Higher 401k match costs mainly due to projected annual merit increases 342    

Net Other (27)   

      

Health & Welfare   2,908  

Higher health & welfare costs mainly due to active healthcare inflation  3,113    

Lower retiree medical costs (192)   

Lower FAS 112 long-term disability costs (12)   

      

Workers Compensation   128  

Higher workers compensation costs mainly due to higher insurance premiums 128    

      

Incentive & Recognition   1,184  

Higher annual incentive costs due to projected annual salary increases 915    

Higher performance share plan costs 192    

Higher restricted stock unit costs  66    

Net Other 11    

      

2018 O&M Budget   $142,476  
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Cost Allocation Methodologies 
 
 
Operating Company Direct Charges: 
 
The following costs are direct charged:  
 
• Annual incentive costs for NSPM and NSPW 
• Performance based restricted stock units 
• Performance share plan 
• Spot On Awards 
• Corporate recognition and Years of Contribution  
 

 
Service Company Direct Charges: 
 
Service Company direct charges result from the labor loading process (as explained below) and are direct 
charged to the business units where labor was charged. 
 
Service Company Allocated Charges: 
 
Service Company allocated charges either result from the labor loading process (as explained below) and 
are allocated to the business units where labor was charged, or are allocated via a 3-digit subledger. 
 

Functional Area Subledger 
Code Description 

Benefits 

 
 
 
 

         110 
 
 
 
 

Executive Corporate Governance includes the labor and 
non-labor costs for executive corporate management, long-
term business strategy development and other programs 
that ensure the continuity and development of 
management.  Corporate governance activities are 
generally services that are performed on behalf of all Xcel 
Energy operating companies and affiliates, including Xcel 
Energy Inc.  This is primarily used by the Chief Executive 
Officer, Chief Operating Officer, Chief Administrative 
Officer, the Corporate Secretary and the Aviation 
department. 

 
 
Labor Loadings: 
The following costs are budgeted and processed through the labor loading process and distributed or 
direct charged to the business units where labor was charged: 
• Qualified and nonqualified pension 
• 401(k) match  
• Nuclear employer retirement contribution 
• Retirement related consulting costs 
• FAS 106 retiree medical  
• Active healthcare  
• Health and welfare related costs 
• Life and LTD insurance premiums 
• Business travel insurance costs 
• FAS 112 long-term disability  
• Workers compensation 
• Annual incentive costs for Xcel Energy Services Inc. 
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Labor Loading Process: 
 
The accounting process for labor loadings contains two separate processes: 
 

1. The first process is the accrual of benefit costs in the clearing accounts.  Accruals include the actual 
costs of retirement, insurance, incentive and workers compensation. 

 
2. The second process is the allocation of benefit costs for retirement, insurance, incentive and 

workers compensation using the labor loading rates.  A separate rate is calculated for each type of 
benefit cost, for each legal entity and for each budget period. Benefit cost loadings for workers 
compensation are calculated by multiplying all productive labor by the associated workers 
compensation labor loading rates. Benefit cost loadings for retirement, insurance and incentive are 
calculated by multiplying benefit productive labor by the associated labor loading rates. All benefit 
cost labor loadings are charged to the business units where labor was charged. 
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Major Business Functions and Key Activities 
 
 
Introduction 
 
The Business Systems business area is a part of Xcel Energy Services Inc. and provides enterprise-
wide information technology support services to Xcel Energy Inc. and its subsidiaries.   
 
Located primarily in Xcel Energy’s offices in Denver and Minneapolis, Business Systems is 
responsible for ensuring that technological needs, ranging from individual hardware requests to 
solutions to address current and future business challenges and opportunities, are met and 
accomplished within the context of the enterprise’s broader goals and demands. Business Systems 
manages a large number of vendors responsible for delivering services to the enterprise. 
 
The Business Systems group consists of eight groups further described below: 
 
• Account Management 
• Applications Delivery 
• Chief Information Officer (CIO) 
• Enterprise Change Management 
• IT Architecture 
• IT Governance 
• IT Infrastructure & Operations 
• IT Security & Risk Management 
 
 
Customer Value 
 

• Account Management 
o Partners with business areas across Xcel Energy to develop and align strategic plans 

in support of business objectives. 
o The Account Management organization is made up of Solutions Analysts, 

Consultants and Business Managers who report to Business Technology Strategy 
leaders who support Operations, Corporate, and Business Systems areas.  

o Gather, assess, and prioritize opportunities, and develop business solutions and 
cases that balance both the business area and enterprise needs of Xcel Energy. 

o Business Intelligence team is an in-house analytics and decision support service that 
helps customers meet their productivity and efficiency goals. 

o Partner with technology vendors to increase productivity for our internal business 
customers. 

 
• Application Delivery 

o Application Development is responsible for enhancements of business system 
applications across the enterprise providing value and mitigating risk.  

 Application enhancements are meant to increase business value or 
effectiveness. 

 Resources working on enhancements make use of new and existing 
applications and tools, partnering as needed with Business Intelligence and 
other areas in IT Operations. 

o Application Demand and Release Management are responsible for the proactive 
enterprise operations application management of requests and alignment to 
onshore/offshore capacity plans. 

 Demand Management drives the request approval process to ensure 
requests are providing the greatest value to the company  
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Major Business Functions and Key Activities 
 
 
Customer Value 

 
 Release Management facilitates the process of consistently evaluating and 

monitoring requests on a regular basis to ensure on time on budget goals are 
met 

o The Data Services team is responsible for the analysis of corporate data, including 
the process of inspecting, cleansing, transforming, and modeling data, with the goal 
of highlighting meaningful information for fact-based decision making.  
 The Data Services team is consultative, helping people understand and 

design effective solutions for their information needs. 
 Data Services offers many channels of BusinessObjects training, including 

web-based LMS, classroom, lab sessions, and business roundtables for hot 
topics and best practices. 

 Data Services and Business Intelligence are separate entities but work 
together to support Application Delivery and Account Management. 

 
• Chief Information Office 

o Responsible for overall management and coordination of the Business Systems 
organization, including all information technology development, operation, 
governance, cyber security, oversight and management of vendor relationships.  

o Accountable for developing and executing the strategic plan to optimize the IT 
technology footprint. 

o Promotes innovation and transformation in the company by leveraging technology to 
create business value.  

 
• Enterprise Change Management (ECMO) 

o Supports large, enterprise-wide efforts focused on implementing changes to people, 
process and technology.  

o Provides program oversight, along with standards and support for organizational 
change management, business process architecture and benefit realization.  

o Provide support to the Productivity Through Technology (PTT) effort.  
 

• IT Architecture 
o Translates business vision and strategy into effective enterprise change by aligning 

technology direction and facilitating evolution. 
o Lead transformation of emerging and standardized technologies that promote speed, 

agility and efficiency in Xcel Energy’s IT footprint, while ensuring solution direction 
and consistency with Enterprise Architecture standards, reuse and future Enterprise 
Architecture direction. 

 
• IT Governance 

o Responsible for the stewardship of IT initiatives on behalf of business stakeholders. 
o Ensures that IT projects deliver desired business value, and the risks associated with 

IT projects and programs are mitigated. 
o Provides oversight for IT vendor management program. 

 
• IT Infrastructure  

o Network Services provides maintenance on circuits, phones, microwave and radio 
system as well as other IT infrastructure assets. Network Services are budgeted 
based on a price times a quantity in addition to Fixed Management Fees with various  
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Major Business Functions and Key Activities 
 
 
Customer Value 
 

vendors. These costs are dependent upon Xcel Energy’s service level standards and 
the number of assets in use. IBM and Motorola service agreements include a Cost of 
Living Adjustment. The Network Services team works closely with the Operations 
Tools team on defining, procuring, configuring and utilizing tools to monitor and 
manage Xcel Energy's network. 
 

o IT Operations has several service areas/disciplines of ownership that are focused on 
event, change, incident, problem and service level management to assure the 
reliability of IT services for Xcel Energy: 

 Defining, facilitating and maintaining IT services for the enterprise, including 
processes, measurements, catalogs and systems to facilitate change and 
problem management for those services and infrastructure technologies. 

 Definition, construction and maintenance of proactive event and alert 
management and tools, using automated monitoring of Xcel Energy's 
enterprise technology services.  These events are correlated and categorized 
into subsequent change, incident and problem management actions. 

 Serves as the central command center for IT service oversight and 
coordination during enterprise-level technology service interruptions, 
including disaster recovery and heightened alert response. 

 Analyzes IT service performance for events, changes, incidents and 
problems in Business Systems to support the measurement and 
management of technology supplier agreements. 

 
o Desktop Services 

 Service Desk (Help Desk) provides a single point of contact for assistance in 
troubleshooting, answering questions, and solving known problems. 

 Deskside Support Manages the lifecycle of all desktop, laptops and printers 
in use at Xcel Energy, including creating standards, procurement, installation, 
support, image, patch/antivirus and disposal of desktop, laptop and printers. 

 
• IT Security & Risk Management 

o The purpose of the IT Security & Risk Management Program is to reasonably assure 
the availability, integrity, and confidentiality of information resources and critical 
systems maintained and operated within the Xcel Energy Operating Companies, Xcel 
Energy Services Inc. (XES), other Xcel Energy subsidiaries, and the Xcel Energy Inc. 
holding company (Xcel Energy), as appropriate and consistent with legal obligations 
and risk management objectives. 
 

o The IT Security & Risk Management Program is organized to provide alignment of 
key objectives with skills and responsibilities to ensure the effective design, 
implementation, operation and oversight of cybersecurity, business continuity and 
disaster recovery.  The following are the primary areas and objectives within the 
program: 

 
 Security Risk & Compliance 
 Cyber Security Operations 
 Cyber Security Engineering 
 Disaster Recovery / Business Process Continuity 
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2016 Walk Forward of Major Cost Drivers 
 

 
 
Software Maintenance - includes expenses for payments to vendors for license agreements 
associated with various applications and desktop tools used by the Company to perform services.  
These payments cover updates, support patches, fixes and technical support. 
 
Networks - provides operation and management of Xcel Energy’s internal and external data 
transmission requirements. 
 
Application Development & Maintenance - includes services associated with developing, 
enhancing, maintaining and consulting on new or existing systems in the distributed computing and 
mainframe environment. 
 
Distributed Systems Services – Growth in the number of servers is largely driven by capital projects 
including Disaster Recovery, Customer Resource System, Geo Information System and others.  Data 
storage growth goes hand in hand with additional servers. As the number of servers grows, so does 
the amount of storage because each new server requires storage to function. Also, there are 
corporate requirements and needs to keep more data for longer periods of time.  
 
Labor – consists of all benefit and non-benefit Xcel Energy employees. 
 
Contract Labor/Consulting – consists of fees and expenses for professional consultants and 
knowledge based experts that are not employees of the company, including staff augmentation.  
 
Other – consists of employee expenses, administrative and office supplies, online subscription 
services, hardware and software purchases, etc. 
 

Labor 
14% Consulting & 

Contract Labor 
9% 

Networks 
21% 

Software 
Maintenance 

19% 

App Dev & Maint 
16% 

Distributed 
Systems 
Services 

12% 
Other 
9% 

Business Systems 
2016 O&M Budget = $201.8M 

Utilities & Corporate Services 5 September 1, 2015 
Business Systems  



                          
2016 Walk Forward of Major Cost Drivers 
 
 

2015 July Year-End O&M Forecast 191,261$      

Labor  
3% Merit increase 820              
More labor going towards O&M in 2016 due to major capital projects 
completed in 2015, for example the General Ledger 

911              

Non Labor
Network Services

Primarily due to an increase in costs associated with maintaining 
existing network infrastructure and enhancing current networks to 
accommodate new applications, such as the Company's general 
ledger that goes into service in 2015.

2,363           

Software Maintenance
Primarily due to an increase in the General Ledger maintenance 1,339           
Annual contractual increases from vendors and changes to the 
application portfolio

2,370           

Hardware Maintenance
Increase primarily due to supporting new general ledger and 
maintaining existing and new hardware (I.e. Flex Pod)

1,684           

Distributed Systems Services
Increase attributable to growth in the number of servers due to capital 
projects going into service

857              

App Delivery and Maintenance
Decrease due to system retirements and contract negotiations 
somewhat offset by annual escalators with existing contracts

(1,394)          

New general ledger support starting in 2016 3,152           
Project Office  

Primarily due to IBM Project Office prepaid amortization ending 
September 2015

(1,571)          

Consulting/Contract Labor
Lower IT Security contract labor in 2016 due to PTT work in 2015 (580)             
Increase due to changes to the capital portfolio and increased project 
work, offset by in-sourcing of program managers

18               

Lower Account Management contractors in 2016 than 2015 (595)             

Other Expenses 1,181           

2016 O&M Budget 201,816$      

Business Systems 2016 O&M Budget Chart
(Dollars in Thousands)
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2016 Walk Forward of Major Cost Drivers 
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Business Systems 2016 O&M Budget 

Business Drivers of $10.6M increase, or 5.5% 
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2016 Walk Forward of Major Cost Drivers 
 
Base Labor: Merit increase estimate is 3% for 2016, $820K. Increase of $911K is attributable to 
more employees charging O&M after the completion of capital projects.  
 
Network Services: Network Services spend includes maintenance on circuits, phones, microwave 
and radio system as well as other IT infrastructure assets. Network Services are budgeted based on 
a price times a quantity in addition to Fixed Management Fees with various vendors. These costs are 
dependent upon service level standards and the number of assets in use. Network system growth in 
2016 reflects the increased usage of the organization’s network to support new applications and 
demand for greater speed and capacity to support existing systems.  These usage and demand 
needs increase each year, as technology advances.  For example, the implementation of the new 
SAP software requires existing circuits that connect Xcel Energy facilities to be expanded to support 
the large amount of data that must be transmitted when users access the system. In addition, from a 
cost-specific perspective the Company’s network services contracts with IBM (which provides 
network operations and management), and Motorola (which provides radio and microwave support) 
include an annual contractual escalation adjustment of approximately 2 percent annually.  Overall, 
costs in this category are increasing $2.4 million in the 2016.  
 
Software Maintenance: Software Maintenance includes expenses for payments to vendors for 
license agreements associated with various applications and desktop tools used by the Company to 
perform services. These payments cover updates, support patches, fixes and technical support. 
Management estimates the vendor increases from 2015 to 2016 at 4% which includes costs related 
to license requirements and agreements with vendors. Finally, several new applications are planned 
that require additional maintenance, primarily the new General Ledger system. Overall software 
maintenance increased $3.76M from 2015-2016, with the General Ledger system making up $1.34M 
of the year-over-year increase. 
 
Hardware Maintenance: Primarily due to an increase in costs associated with maintaining existing 
network infrastructure and enhancing current networks to accommodate new applications, such as 
the Company's general ledger that goes into service in 2015. 
 
Distributed Systems Services: There are approximately 2,500 servers in Xcel Energy’s 
environment budgeted in 2016. Server maintenance comes in various cost and support levels. 
Management evaluates the mix of the levels that best fits Xcel Energy’s requirements. This not only 
allows for cost containment, but improves productivity and limits down time. Increase in server costs 
are directly related to new projects. Growth in the number of servers is largely driven by capital 
projects that went in service in 2014 or 2015, including Commodity Management System, Regulatory 
Information System, Geographic Information System for Transmission, General Ledger, and others. 
As the number of servers grows, so does the amount of storage because each new server requires 
storage to function. Also, corporate policy requirements dictate the need to maintain more data for 
longer periods of time. Overall, Distributed Systems Services increased $857K in 2016. 
 
Application Development and Maintenance: Contracts with IBM and Accenture include COLA 
which is estimated at 2% annually for IBM contracts and 14.6% for Accenture per the current 
agreement. Higher spending is primarily driven by new support of SAP, $3.2M, and offset by system 
retirements, contract negotiations and budgeting of capital support credit, $1.4M. 
 
Project Office: Decrease in 2016 due to the prepaid amortization of historical IBM contract costs 
ending in September 2015. 
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2016 Walk Forward of Major Cost Drivers 
 
 
Contract Labor/Consulting – Consists of fees and expenses for professional consultants or 
knowledge based experts that are not employees of the company, including staff augmentation. 
Contract labor costs in 2015 are higher due to IT Security contractors working on the PTT project that 
are not included in the 2016 budget, ($580K), and Account Management anticipating lower contractor 
spend in 2016 than 2015, ($595K). Increases in contractor and consulting spend in 2016 due to 
increased project work in IT Governance and IT Architecture are offset by the in-sourcing of program 
managers, $18K. Overall, the contracting and consulting budget for 2016 decreased by ($1.1M) 
compared to 2015. 
 
Other Expenses: Primarily driven by several other smaller spend categories. 
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2017 Walk Forward of Major Cost Drivers 
 

 
 
Software Maintenance - includes expenses for payments to vendors for license agreements 
associated with various applications and desktop tools used by the Company to perform services.  
These payments cover updates, support patches, fixes and technical support. 
 
Networks - provides operation and management of Xcel Energy’s internal and external data 
transmission requirements. 
 
Application Development & Maintenance - includes services associated with developing, 
enhancing, maintaining and consulting on new or existing systems in the distributed computing and 
mainframe environment. 
 
Distributed Systems Services – Growth in the number of servers is largely driven by capital projects 
including Disaster Recovery, Customer Resource System, Geo Information System and others.  Data 
storage growth goes hand in hand with additional servers. As the number of servers grows, so does 
the amount of storage because each new server requires storage to function. Also, there are 
corporate requirements and needs to keep more data for longer periods of time.  
 
Labor – consists of all benefit and non-benefit Xcel Energy employees. 
 
Contract Labor/Consulting – consists of fees and expenses for professional consultants and 
knowledge based experts that are not employees of the company, including staff augmentation.  
 
Other – consists of employee expenses, administrative and office supplies, online subscription 
services, hardware and software purchases, etc. 
 

Labor 
14% Consulting & 

Contract Labor 
9% 
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Software 
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19% 

App Dev & Maint 
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Business Systems 
2017 O&M Budget = $207.3M 
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2017 Walk Forward of Major Cost Drivers 
 

 

2016 O&M Budget 201,816$      

Labor
3% Merit increase 873              

Non Labor
Network Services

Primarily due to an increase in costs associated with maintaining 
existing network infrastructure and enhancing current networks to 
accommodate new applications

566              

Software Maintenance
Annual contractual increases from vendors and changes to the 
application portfolio

794              

Hardware Maintenance
Increase primarily due to supporting new general ledger and 
maintaining existing and new hardware

226              

Distributed Systems Services
Increasing Dell and IBM support 315              
Additional Security sensors in 2017 56               

App Delivery and Maintenance
Annual contractual increases  534              
SAP support 1,578           

Consulting/Contract Labor
Increase in contract labor primarily due to PTT activity and privatizing 
the network

222              

MaxAttention costs transferred from the Enterprise Transformation 
Office to Application Delivery in November 2017 

196              

Other Expenses 161              

2017 O&M Budget 207,337$      

Business Systems 2017 O&M Budget Chart
(Dollars in Thousands)
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2017 Walk Forward of Major Cost Drivers 
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Business Systems 2017 O&M Budget 
Business Drivers of $5.5M increase, or 2.7% 
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2017 Walk Forward of Major Cost Drivers 
 
Base Labor: Merit increase estimate is 3% for 2017, $873K.  
 
Network Services: Network Services spend includes maintenance on circuits, phones, microwave 
and radio system as well as other IT infrastructure assets. Network Services are budgeted based on 
a price times a quantity in addition to Fixed Management Fees with various vendors. These costs are 
dependent upon Xcel Energy’s service level standards and the number of assets in use. Network 
system growth in 2017 reflects the increased usage of the organization’s network to support new 
applications and demand for greater speed and capacity to support existing systems.  These usage 
and demand needs increase each year, as technology advances.  For example, the implementation 
of the new SAP software requires existing circuits that connect Xcel Energy facilities to be expanded 
to support the large amount of data that must be transmitted when users access the system. In 
addition, from a cost-specific perspective the Company’s network services contracts with IBM (which 
provides network operations and management), and Motorola (which provides radio and microwave 
support) include an annual contractual escalation adjustment of approximately 2 percent annually.  
Overall, costs in this category are increasing $566K in the 2017. 
 
Software Maintenance: Software Maintenance includes expenses for payments to vendors for 
license agreements associated with various applications and desktop tools used by the Company to 
perform services. These payments cover updates, support patches, fixes and technical support. 
Management estimates the vendor increase from 2016 to 2017 at 4% which includes increased costs 
related to license requirements and agreements with vendors. Overall software maintenance 
increased $794K from 2016-2017. 
 
Hardware Maintenance: Increase primarily due to supporting new general ledger and maintaining 
existing and new hardware. 
 
Distributed Systems Services: Server maintenance comes in various cost and support levels. 
Management evaluates the mix of the levels that best fits Xcel Energy’s requirements. This not only 
allows for cost containment, but improves productivity and limits down time. Increase in server costs 
are directly related to new projects. Also, corporate policy requirements dictate the need to maintain 
more data for longer periods of time. Increases are primarily driven by higher Dell and IBM costs, 
$315K. IT Security estimates additional sensors to be added to the environment, resulting in an 
increase of $56K.  
 
Application Development and Maintenance: Contracts with IBM and Accenture include COLA 
which is estimated at 2% annually for IBM contracts and an average of 14.6% for Accenture. 
Increased support for SAP resulted in an increase of $1.6M and contractual escalators are driving an 
increase of $534K. 
 
Contract Labor/Consulting – Consists of fees and expenses for professional consultants or 
knowledge based experts that are not employees of the company, including staff augmentation. The 
increase in consulting and contract labor is primarily driven by PTT activity and continued work on 
privatizing the network, $222K. In addition, the MaxAttention support will be assumed from the 
Enterprise Transformation Office in November of 2017, $196K.   
 
Other Expenses:  Primarily driven by several smaller spend categories. 
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2018 Walk Forward of Major Cost Drivers 
 

 
 

 
Software Maintenance - includes expenses for payments to vendors for license agreements 
associated with various applications and desktop tools used by the Company to perform services.  
These payments cover updates, support patches, fixes and technical support. 
 
Networks - provides operation and management of Xcel Energy’s internal and external data 
transmission requirements. 
 
Application Development & Maintenance - includes services associated with developing, 
enhancing, maintaining and consulting on new or existing systems in the distributed computing and 
mainframe environment. 
 
Distributed Systems Services – Growth in the number of servers is largely driven by capital projects 
including Disaster Recovery, Customer Resource System, Geo Information System and others.  Data 
storage growth goes hand in hand with additional servers. As the number of servers grows, so does 
the amount of storage because each new server requires storage to function. Also, there are 
corporate requirements and needs to keep more data for longer periods of time.  
 
Labor – consists of all benefit and non-benefit Xcel Energy employees. 
 
Contract Labor/Consulting – consists of fees and expenses for professional consultants and 
knowledge based experts that are not employees of the company, including staff augmentation.  
 
Other – consists of employee expenses, administrative and office supplies, online subscription 
services, hardware and software purchases, etc. 
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2018 O&M Budget = $211.3M 
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2018 Walk Forward of Major Cost Drivers 
 

 

2017 O&M Budget 207,337$      

Labor
3% Merit increase 897              
Labor split shifts more to O&M due to Network Tech Services working 
on less capital projects

564              

Non Labor
Network Services

Primarily due to an increase in costs associated with maintaining 
existing network infrastructure and enhancing current networks to 
accommodate new applications

213              

Software Maintenance
Annual contractual increases from vendors and changes to the 
application portfolio

2,125           

Hardware Maintenance

Increase due to PTT Server costs to support the flex pod environment 305              

Distributed Systems Services
Increasing Dell and IBM support 585              

App Delivery and Maintenance
Application retirement savings (1,780)          

Consulting/Contract Labor
MaxAttention Support 782              

Other Expenses 247              

2018 O&M Budget 211,275$      

Business Systems 2018 O&M Budget Chart
(Dollars in Thousands)
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2018 Walk Forward of Major Cost Drivers 
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Business Systems 2018 O&M Budget 

Business Drivers of $3.9M increase, or 1.9% 
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2018 Walk Forward of Major Cost Drivers 
 
Base Labor: Merit increase estimate is 3% for 2018, $897K. Labor split shifting from capital to O&M 
primarily in Network Tech Services, $564K.  
 
Network Services: Network Services spend includes maintenance on circuits, phones, microwave 
and radio system as well as other IT infrastructure assets. Network Services are budgeted based on 
a price times a quantity in addition to Fixed Management Fees with various vendors. These costs are 
dependent upon Xcel Energy’s service level standards and the number of assets in use. Network 
system growth in 2018 reflects the increased usage of the organization’s network to support new 
applications and demand for greater speed and capacity to support existing systems.  These usage 
and demand needs increase each year, as technology advances.  In addition, from a cost-specific 
perspective the Company’s network services contracts with IBM (which provides network operations 
and management), and Motorola (which provides radio and microwave support) include an annual 
contractual escalation adjustment of approximately 2 percent annually.  Overall, costs in this category 
are increasing $213K in the 2018. 
 
Software Maintenance: Software Maintenance includes expenses for payments to vendors for 
license agreements associated with various applications and desktop tools used by the Company to 
perform services. These payments cover updates, support patches, fixes and technical support. 
Management estimates the vendor increase from 2016 to 2017 at 4% which includes increased costs 
related to license requirements and agreements with vendors. Overall software maintenance 
increased $2.1M from 2017-2018. 
 
Hardware Maintenance: Increase primarily due to supporting new general ledger and maintaining 
existing and new hardware. 
 
Distributed Systems Services: Server maintenance comes in various cost and support levels. 
Management evaluates the mix of the levels that best fits Xcel Energy’s requirements. This not only 
allows for cost containment, but improves productivity and limits down time. Increase in server costs 
are directly related to new projects. Also, corporate policy requirements dictate the need to maintain 
more data for longer periods of time. Increases are primarily driven by higher Dell and IBM support 
costs, $585K. 
 
Application Development and Maintenance (ADM): Contracts with IBM and Accenture include 
COLA which is estimated at 2% annually for IBM contracts and an average of 14.6% for Accenture. 
Contractual adjustments are offset in 2018 when the savings for retiring systems is realized, ($1.4M) 
and decreased support for SAP compared to previous years, ($547K). 
 
Contract Labor/Consulting – Consists of fees and expenses for professional consultants or 
knowledge based experts that are not employees of the company, including staff augmentation. 
Increase in 2018 is primarily driven by higher MaxAttention support, $782K.   
 
Other Expenses: Primarily driven by several smaller spend categories.  
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Functional Organizational Chart  
 

 
 

Account Management

Applications Delivery

Chief Information Officer

IT Governance

IT Infrastructure and Ops

IT Architecture

IT Security & Risk Mgmt

Business Systems

VP Human Resources

Human Resources

Workforce Relations & Safety

Aviation & Travel Services

Security Services

Property Services

Employee and Business Services

Human Resources & Employee Services

Chief Administrative Office

Resource Planning

Corporate Giving

Chief Administrative Office

NSPM Customer Group

NSPM Fed & State Affairs

NSPM Regulatory

NSPM State Affairs

NSPM Utility President

NSPM President

Customer Strategy & Solutions

DSM & Renewable Operations

DSM Strategy & Financial Ops

Market Research and Policy

Product Strategy & Development

VP Marketing

Marketing

Utilities & Corporate Services

 
 
 
 
 
 

Utilities & Corporate Services 18 September 1, 2015 
Business Systems  



                          
Cost Allocation Methodologies 
 
Method of Assigning IT and Telecommunications Costs 
 
Business Systems charges costs directly (on the invoice, timesheet, expense report or other source 
document) to the company(ies) benefiting from the service or to an indirect allocation workorder set 
up for a specific system application or type of service.  Small amounts of operating company direct 
costs are charged for union technicians in Northern States Power-Minnesota (NSPM), Northern 
States Power-Wisconsin (NSPW) and Southwestern Public Service Company (SPS). 
 
The allocation methods used to distribute costs to legal entity and utility include: 
 
Operating Company Direct Charges: 
 
Costs associated with NSPM, NSPW and SPS union network technology support are directly charged 
in Business Systems.  Union technician labor, employee expenses, wireless communication devices, 
fleet rental and other expenses (including safety glasses, safety gloves and boots) are charged to 
JDE business units that are owned by the corresponding legal entity.  Subledgers are not used for 
these charges because the JDE business unit is directly associated with a specific legal entity. 
 
Service Company Direct Charges: 
 
IT services, performed for a specific operating company or affiliate, are directly charged to that 
specific company. 
 
Because Business Systems is primarily a Service Company organization (with the exception of union 
technicians noted above), all costs are more efficient and effective when processed through the 
Service Company and charged directly when possible.  
 
Service Company Allocated Charges: 
 
The indirect allocation workorder allocates the charge using a cost causative method to the 
companies benefiting from the system application or service.  Different types of costs for providing the 
same application are charged to the same indirect allocation workorder, thus ensuring billing 
consistency.  For example, JDE incurs costs for distributed systems support, application, 
development and maintenance and server fees.  These costs are charged to an indirect workorder for 
JDE that allocates to the companies benefiting from this application based on a three-factor formula 
of assets, revenue and number of employees.   
 
Costs that can be identified as benefiting a particular service function are charged to an indirect 
allocation workorder using the approved allocation method for that service function.  For instance, 
personal computer support for the Audit Services business area is allocated using the approved 
three-factor formula of assets, revenue and number of employees assigned to the Audit Services 
function.  
 
The indirect allocations are set up and monitored by the Service Company Accounting department, 
similar to the other Service Company indirect allocations.  Charging the cost directly to the proper 
account as the cost is incurred eliminates or significantly reduces the number of transactions booked 
to the clearing account.  This process also provides a better audit trail for tracking charges back to the 
original source document and better regulatory reporting on how the costs are allocated. 
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Cost Allocation Methodologies 
 
The chart below summarizes allocation methods for IT costs. Other company wide allocation methods 
are also used. 
 
Work Order No. Description of Services Provided 

500 

Business Systems services includes the IT costs of providing assistance to 
computer users across the company.  Specifically Computer technology risk, 
software maintenance on applications distributed to all users (i.e. Microsoft PC 
tools), governance and project management over all IT projects, fixed 
management fees with outside vendors, business analytics costs, amortization of 
outside vendor fees and costs that are not specific to an application that has a 
specific allocator.  This is primarily used by the Business Systems organization. 

503 

The CRS system includes the labor and non-labor costs for the CRS system, 
specifically, application development and maintenance costs, licensing fees, 
server system costs and technology risk costs specific to disaster recovery of this 
application. CRS is Xcel Energy's customer service and billing system.  This is 
primarily used by the Business Systems organization. 

504 

Maximo is Energy Supply's enterprise asset management system.  It is used to 
manage work and supply chain activities for 70+ power plants.  In addition, it is 
the time entry system for all Energy Supply employees.  The Maximo system 
includes the labor and non-labor costs for the Maximo system, including the 
application development and maintenance (ADM) costs, licensing fees, server 
system costs and technology risk costs specific to disaster recovery of this 
application.  Maximo is the work management system for the Energy Supply 
business area.  This is primarily used by the Business Systems organization. 

505 

JDE  includes the labor and non-labor costs for JDE (J.D. Edwards) which serves as 
the general ledger system, including application development and maintenance 
costs, licensing fees, server system costs and technology risk costs specific to 
disaster recovery of this application.  This is primarily used by the Business 
Systems organization. 

506 

GIS is a vendor-developed, server based automated asset mapping software 
package.  The GIS Distribution system includes the labor and non-labor costs for 
the application development and maintenance of the distribution Geographic 
Information System.  This is primarily used by the Business Systems organization. 

507 

OMS is used for creating and routing gas/electric outage orders from CRS out to 
the mobile computers in Xcel Energy crew trucks.   Costs include labor and non-
labor for the application development and maintenance of the OMS.  This is 
primarily used by the Business Systems organization. 

508 
The e-Business system includes the labor and non-labor costs associated with the 
corporate electronic business infrastructure.  This is primarily used by the 
Business Systems organization. 

509 

Passport - All Modules  includes the labor and non-labor costs for accounts 
payable, inventory, work management and purchasing.  This includes application 
development and maintenance costs, licensing fees, server system costs and 
technology risk costs specific to disaster recovery of this application.  This is 
primarily used by the Business Systems organization. 
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Cost Allocation Methodologies 
 
Work Order No. Description of Services Provided 

510 

Passport - Accounts Payable includes the labor and non-labor costs for only the 
Accounts Payable module within Passport.  This is applicable for when work is 
only being done on this module.  This includes application development and 
maintenance costs, licensing fees, server system costs and technology risk costs 
specific to disaster recovery of this application.  This is primarily used by the 
Business Systems organization. 

512 

 Passport - Work Management includes the labor and non-labor costs associated 
with the Work Management module within Passport.  This includes application 
development and maintenance costs, licensing fees, server system costs and 
technology risk costs specific to disaster recovery of this application.  This is 
primarily used by the Business Systems organization. 

513 

 Passport - Purchasing includes the labor and non-labor costs associated with the 
Purchasing module within Passport.  This includes application development and 
maintenance costs, licensing fees, server system costs and technology risk costs 
specific to disaster recovery of this application.  This is primarily used by the 
Business Systems organization. 

514 

Miscellaneous Applications includes the labor and non-labor costs associated 
with the management of information systems infrastructure and working with IT 
Project Managers to ensure that new systems are positioned to function as 
successfully as possible in terms of overall performance and communication with 
other systems.  This is primarily used by the Business Systems organization. 

515 

PeopleSoft includes the labor and non-labor operating costs for the human 
resource business system which is used for payroll and benefit information for 
employees.  This includes the application development and maintenance costs, 
licensing fees, server system costs and technology risk costs specific to disaster 
recovery of this application.  This is primarily used by the Business Systems 
organization. 

516 

PowerPlant includes the labor and non-labor operating costs for PowerPlant, 
which is the capital asset business system which includes the following modules:  
Fixed Assets, Power Tax, Property Tax, Projects, Budgets, Cost Repository, 
Depreciation studies and Depreciation forecast.  This includes the application 
development and maintenance costs, licensing fees, server system costs and 
technology risk costs specific to disaster recovery of this application.  This is 
primarily used by the Business Systems organization. 

517 

GMS supports Xcel Energy Gas Transportation business including contracts, 
nominations/allocations, end-user measurement, imbalance management, and 
input for billing.  Also supports gas system supply, other balancing services.  Costs 
include labor and non-labor for the application development and maintenance of 
the Gas Management System.  This is primarily used by the Business Systems 
organization. 

518 

MDMS is a device inventory and management system.  The MDMS system 
includes the labor and non-labor operating costs for the application development 
and maintenance of the Monitoring Device Management System.  This is 
primarily used by the Business Systems organization. 
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Cost Allocation Methodologies 
 
Work Order No. Description of Services Provided 

519 

CL/QM includes the labor and non-labor operating costs for the application 
development and maintenance of the Call Logging and Quality Management 
system which is used to monitor and record calls for contact center training and 
leadership teams.  This is primarily used by the Business Systems organization. 

520 

IVR includes the labor and non-labor costs for the application development and 
maintenance of the Interactive Voice Response system which interacts with a 
customer calling Xcel Energy call centers.  It is intended to help service customers 
without invoking a call center agent.  If the call needs to be handled by an agent, 
account information and the reason for the call is determined which helps route 
the call to the appropriate agent.  This is primarily used by the Business Systems 
organization. 

521 

Time/PTRS includes the labor and non-labor operating and maintenance costs of 
the corporate employee time reporting and labor distribution systems.  PTRS 
captures input of labor details to a project/activity and interfaces employee labor 
to TIME for payroll and accounting.  TIME is also used to load labor related 
overheads to labor transactions.  This is primarily used by the Business Systems 
organization. 

523 

 Network services include the labor and non-labor costs for the operation, 
maintenance, and management of Xcel Energy's internal and external 
Information Technology Network.  This includes circuits, firewalls and 
communication assets.  This is primarily used by the Business Systems 
organization. 

524 
DSS Support includes the labor and non-labor costs for corrective and 
preventative maintenance, security, data backup and recovery, and the help 
desk.  This is primarily used by the Business Systems organization. 

525 
Utility Innovations services include the labor and non-labor costs incurred for 
initiatives to extend the lives of plant assets including servers, data storage and 
PC's.  This is primarily used by the Business Systems organization. 

526 

EMS provides supervisory control and data acquisition of substation devices 
through Remote Terminal Units (RTU's).   EMS -Transmission system includes the 
labor and non-labor costs for the application development and maintenance of 
the Electric Transmission Plant information operations.  This is primarily used by 
the Business Systems organization. 

528 

EMS provides supervisory control and data acquisition of substation devices 
through Remote Terminal Units (RTU's).   EMS-Shared system includes the labor 
and non-labor costs for the application development and maintenance of the 
Electric Transmission, Distribution and Production Plant information operations.  
This is primarily used by the Business Systems organization. 

531 

The Gas SCADA (Supervisory Control and Data Acquisition) system includes the 
labor and non-labor costs for the application development and maintenance of 
the Gas SCADA system.  SCADA is a windows-based systems that give the gas 
system operators the ability to monitor and control Xcel Energy's natural gas 
systems.  Control rooms and systems are located at both Rice Street (MN) and 
Lookout Center (CO).   This is primarily used by the Business Systems 
organization. 

Utilities & Corporate Services 22 September 1, 2015 
Business Systems  



                          
Cost Allocation Methodologies 
 
Work Order No. Description of Services Provided 

533 

The CBS/ALS/CFM system includes the labor and non-labor operating and 
maintenance costs, from the Business Systems area, for the application 
development and maintenance of the Competisoft Budget System (CBS), 
Allocated Ledger System (ALS) and the Corporate Financial Modeling (CFM) tools 
used for budgeting input, corporate modeling, managerial reporting and 
forecasting.  This is primarily used by the Business Systems organization. 

534 
The CES includes the labor and non-labor costs for the leadership of the Customer 
& Enterprise Solutions organization and their administrative support staff.  This is 
primarily used by the Business Systems organization. 

540 

MRAS (Meter Reading Acquisition) collects meter readings from multiple sources, 
stores and manages meter readings in a repository and provides meter reading to 
customer and billing systems.  It includes a repository of fixed network, 
Automated Meter Reading and handheld device meter readings.  MRAS costs 
include the labor and non-labor operating costs used to collect meter readings 
from multiple sources.  It stores and provides meter readings to customers and 
billing systems.  This includes the application development and maintenance 
costs, and licensing fees of this application.  This is primarily used by the Business 
Systems organization. 

542 

PCI (Power Cost Incorporated) includes the labor and non-labor operating costs 
which support Electronic Trading by providing hourly generation data by unit, bid 
information, and bid submission.  This includes the application development and 
maintenance costs, and licensing fees of this application. 

544 

EAI (Entrprs Applic Integrat) includes the labor and non-labor costs associated 
with the management of information systems infrastructure and working with IT 
Project Managers to ensure that new systems are positioned to function as 
successfully as possible in terms of overall performance and communication with 
other systems. 

549 
CFO Systems includes the labor and non-labor costs for the non-critical 
applications that support the Financial Operations business area; such as Tax Data 
Consolidator, TWS, Trecs and UPCS. 

550 
HR Systems includes the labor and non-labor costs for the non-critical 
applications that support the Human Resources business area; such as MyHR, 
IPAD, and ATS (the job posting site). 

551 
Corporate Systems includes the labor and non-labor costs for the non-critical 
corporate systems such as Aperture and File Finder.  This is primarily used by the 
Business Systems organization. 

552 

Security Systems includes the labor and non-labor costs for the day to day O&M 
contractors in the Security Operations Center (SOC).  The SOC provides services 
for the whole company related to enterprise security, including physical access, 
security monitoring and investigations.  This is primarily used by the Business 
Systems organization. 
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Cost Allocation Methodologies 
 
Work Order No. Description of Services Provided 

553 
Energy Supply Systems includes the labor and non-labor costs for the non-critical 
applications that support the Energy Supply area; such as Emissions Tracker, 
Labworks, Documentum and Meridian. 

554 Business Objects includes the labor and non-labor costs for the application that 
provides critical reporting from data universes. 

559 
The Mobile Computing system includes the labor and non-labor costs for the 
maintenance and support for electric and gas distribution to our customers.  This 
is primarily used by the Business Systems organization. 

561 
Enterprise Continuity includes the labor and non-labor costs for applications of all 
aspects of business continuity and reliability, contingency planning, readiness 
assessment, drills and planning for all hazards.  

562 

Labor and non-labor costs related to Mainframe IBM expenses for development, 
maintenance, and licensing.  The Mainframe is comprised of 3 applications: Time, 
Gas Management System, and Monitoring Device Management System.  This is 
used primarily by the Business Systems Organization. 

 
 
Benefits of Allocation of Costs Methodologies   
 

• Allocates Business Systems costs using a more cost-causative driver per system application 
or service 

• Increases the number of allocation cost pools, resulting in more accurate billing of costs 
• Uses consistent method of charging costs for specific system applications or services 
• Uses JDE to allocate costs, thereby increasing efficiency in processing and making allocation 

methods more transparent than a journal entry from a feeder system 
• Improves regulatory reporting 
• Is centrally established and monitored by Service Company Accounting, similar to other 

Service Company indirect allocations, enabling better control 
• Creates a better audit trail by eliminating or significantly reducing transactions recorded to the 

IT clearing account. 
 
 
 
 
 
 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a 
centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are 
allocated to the legal entities using allocations.  The particular methods utilized for each service area are described above.  
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Major Business Functions and Key Activities 
 

Introduction 
 

The VP HR and Employee Services organization consists of Employee and Business Services (Property 
Services, Security Services, and Aviation and Travel Services), Human Resources and Workforce 
Relations and Safety. All are part of Xcel Energy Services Inc. and provide a variety of support services to 
Xcel Energy Inc. and its subsidiaries.   

Customer Value 
 

Xcel Energy’s HR and Employee Services organization seeks to be the preferred and trusted provider of 
the services our employees need.  This constitutes a wide range of responsibilities.  
 
Xcel Energy’s Human Resources organization is responsible for the design and administration of 
programs that enable the company to attract, retain and engage the employees necessary for the 
success of Xcel Energy businesses.  Specifically, HR is responsible for the recruitment, selection and 
development of employees; the design and administration of various compensation and benefits 
programs; and compliance with state and federal law.  HR’s objective is to ensure that such programs are 
market competitive, financially sustainable, and do not result in unreasonable costs for Xcel Energy 
customers. HR provides the tools and guidance to set employee performance goals in alignment with 
company strategy. HR helps manage and monitor compliance with employee labor laws.   HR provides a 
call center to assist employees and managers with transactions including benefits enrollment, personnel 
and pay changes, and general HR questions and inquiries. HR’s centralized role builds efficiencies for the 
business by streamlining HR operations and executing on a long-term strategic vision.  
 
Due to a changing industry and workforce transition, Xcel Energy is facing a number of workforce 
challenges, including the retirement eligibility of nearly half of our workforce over the next ten years.  This 
requires that HR optimize the Company’s investments in human capital to maintain service levels while 
keeping overall customer rates as reasonable as possible.  We have made it our mission to proactively 
shape an environment that attracts, retains, and engages high performing employees who fit well in Xcel 
Energy’s culture. With an emphasis on a performance-based culture, we have implemented a number of 
effective programs and improved our use of technology to strengthen planning, recruitment, and retention 
efforts.   
 
Property Services provides essential corporate services so employees can concentrate on serving Xcel 
Energy customers and the communities in which the company operates.  Property Services operates and 
maintains corporate facilities, programs, and the real estate portfolio to maximize property utilization and 
functionality through activities such as site master planning, lease management, centralized mail 
services, records management, maintenance, and capital improvements. 
 
Security Services sustains the protection of corporate assets and resources by providing security and 
protection services.  Security Services is responsible for meeting compliance requirements for security 
regulations and protecting company assets. 
 
Aviation and Travel Services provides convenient, efficient, reliable and safe aviation and related services 
for Xcel Energy's most important asset; its people. 
 
Workforce Relations & Safety is responsible for labor relations (including negotiations and administration 
of the Collective Bargaining Agreements), workplace and public safety, Equal Employment Opportunity, 
and employee relations. 
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2016 Walk Forward of Major Cost Drivers 
 

 

 
 
 
 

 
 
Labor – HR employees design and administer multiple health, welfare, compensation, recruitment and 
selection, retirement, payroll, HR administration, labor relations, diversity, health services, learning and 
talent management programs, as well as provide consultation and advice to the business to manage 
workforce issues. 
 
Employee Expenses – include travel expenses to design and administer health, welfare, compensation, 
recruitment and selection, payroll, HR administration, labor relations, diversity, health services, retirement, 
learning and talent management programs. 
 
Consulting and Contract Labor – consulting costs are incurred for compensation, recruitment, selection 
and workforce planning, employee engagement, leadership training, and health services.  HR uses 
contract outside vendors for staffing and recruitment administration and payroll and benefits program 
administration. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Consulting, 20% 

Expenses, 7% 

Labor, 70% 

Other, 3% 

VP HR and Employee Services 
OpCo's 2016 Budget $764K 
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2016 Walk Forward of Major Cost Drivers 
 
 

 
 

 
 
 
 
 

 
 

 
 

 

2015 July Year-End O&M Forecast 2,568$        

Labor (238)            
Employees moved to Human Resources

Decentralization of Consulting from VP HR and Employee Services to HR (1,041)         

Contract Labor (402)            

Employee Expenses (50)             

Net Other (73)             

2016 O&M Budget 764$           

VP HR and Employee Services  2016 O&M Chart
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VP HR and Employee Services 
2016 Budget Business Drivers 

($1.8M) decrease, or (70.2%) 
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2017 Walk Forward of Major Cost Drivers 
 

 
 

 
 

Labor – HR employees design and administer multiple health, welfare, compensation, recruitment and 
selection, retirement, payroll, HR administration, labor relations, diversity, health services, learning and 
talent management programs, as well as provide consultation and advice to the business to manage 
workforce issues. 
 
Employee Expenses – include travel expenses to design and administer health, welfare, compensation, 
recruitment and selection, payroll, HR administration, labor relations, diversity, health services, retirement, 
learning and talent management programs. 
 
Consulting and Contract Labor – consulting costs are incurred for compensation, recruitment, selection 
and workforce planning, employee engagement, leadership training, and health services.  HR uses 
contract outside vendors for staffing and recruitment administration and payroll and benefits program 
administration. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Consulting, 20% 

Expenses, 7% 

Labor, 70% 

Other, 3% 

VP HR and Employee Services 
OpCo's 2017 Budget $776K 
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2017 Walk Forward of Major Cost Drivers 
 
 

 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

2016 O&M Budget 764$           

Labor 13              
Merit increases

Net Other (1)               

2017 O&M Budget 776$           

VP HR and Employee Services  2017 O&M Chart
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VP HR and Employee Services 
2017 Budget Business Drivers     

$12K increase, or 1.6% 
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2018 Walk Forward of Major Cost Drivers 
 

 
 

 
 

Labor – HR employees design and administer multiple health, welfare, compensation, recruitment and 
selection, retirement, payroll, HR administration, labor relations, diversity, health services, learning and 
talent management programs, as well as provide consultation and advice to the business to manage 
workforce issues. 
 
Employee Expenses – include travel expenses to design and administer health, welfare, compensation, 
recruitment and selection, payroll, HR administration, labor relations, diversity, health services, retirement, 
learning and talent management programs. 
 
Consulting and Contract Labor – consulting costs are incurred for compensation, recruitment, selection 
and workforce planning, employee engagement, leadership training, and health services.  HR uses 
contract outside vendors for staffing and recruitment administration and payroll and benefits program 
administration. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Consulting, 19% 

Expenses, 7% 

Labor, 71% 

Other, 3% 

VP HR and Employee Services 
OpCo's 2018 Budget $790K 
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2018 Walk Forward of Major Cost Drivers 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

2017 O&M Budget 776$           

Labor 13              
Merit increases

Net Other 1                

2018 O&M Budget 790$           

VP HR and Employee Services  2018 O&M Chart
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VP HR and Employee Services 
2018 Budget Business Drivers     

$14K increase, or 1.8% 
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Functional Organization Chart  
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Chief Information Officer
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Chief Administrative Office
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Major Business Functions and Key Activities 
 
Human Resources 

• Talent Strategy & Transformation – Creates value by aligning our human resources capability 
and capacity with our long term business goals.  The outcome of our talent strategy ensures we 
are: hiring the right talent, building our leadership bench strength, and enhancing our reputation 
as an inclusive & diverse employer. 
 

• Total Rewards - Responsible for delivering on Xcel's employment value proposition by designing 
and delivering a total rewards package that is financially sustainable, market competitive, and 
employee valued. Our Total Rewards programs are built on a foundation of physical, financial, 
and emotional wellness with a focus on shared accountability between the employee and the 
company. Additionally, we reward on performance and invest in employees with development. 
 

• Workforce Strategy & Consulting - Delivers value by working in close partnership and as a key 
advisor to business area leaders on a broad range of workforce strategies, actions, and practices. 

 
• HR Strategy & Performance – Aligns HR and Employee Services efforts with Company 

strategy, providing business oversight, strategic planning, communications, analytics, and 
consulting. 

 

Employee and Business Services 
 

• Property Services – Includes the management and maintenance of property and facilities, 
corporate mail, printing services, and facility space utilization. 
 

• Security Services – Includes the management of physical security of property and company 
assets, background investigations, access control, security training , and executive protection 

 
• Aviation and Travel Services – Includes corporate aircraft operation and maintenance. 

 
Workforce Relations and Safety 
 

• Workforce Relations – Provides workforce relations resources for consulting on existing labor 
agreements, negotiating new labor agreements, and facilitating the grievance and arbitration 
procedures.  Additionally, responsible for training including labor contract interpretation and 
positive discipline. 
 

• Safety – Develops and implements a contractor safety program that includes policy review, policy 
implementation, program development, and audit/observation programs.  Improves all areas in 
safety performance by implementing safety programs.  Also, identifies and implements best 
safety practices across the organization.  Fundamentally responsible for limiting safety risks for 
Xcel Energy employees and contractors. 
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Cost Allocation Methodologies 
 
The methods used to distribute costs to a legal entity and utility include: 
 
Operating Company Direct Charges: 
 
Not applicable. 
 
Service Company Direct Charges: 
 
The VP Human Resources and Employee Services organization indirectly charges the operating 
companies and affiliates whenever possible for work performed on their behalf. 
 
 
Service Company Allocated Charges: 
 

Work 
Order No. Work Order Title Description of Services Provided 

189 Human Resources 
(HR) - Corporate 
Governance 

HR services Corporate Governance includes the labor and 
non-labor costs for executive officers' and Service Company 
employees' compensation plans, corporate HR policies, 
executive policy benefit plans, payroll services for Service 
Company and the employees' handbook.  Corporate 
governance activities are generally services that are 
performed on behalf of all Xcel Energy operating companies 
and affiliates, including Xcel Energy Inc.  This is primarily 
used by the Human Resources and Safety organizations. 

190 Human Resources 
(Diversity/Safety/Emp 
Relations) 

HR-Diversity/Safety/Employee Relations includes the labor 
and non-labor costs for work performed for operating and 
affiliate company employees, such as diversity programs, 
providing workforce relations resources for labor 
agreements, arbitration, and training.  Manage, design, and 
implement Corporate Safety initiatives.  This is primarily 
used by the Human Resources and Safety organizations. 

 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a 
centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are 
allocated to the legal entities using allocations.  The particular methods utilized for each service area are described above. 

Utilities and Corporate Services –  
VP HR & Employee Services  11 September 1, 2015 



 
 

H
um

an R
esources 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2016 - 2018 Budget Documentation 
 

Utilities and Corporate Services 
 

Human Resources 
 

 
 
 
 

  September 1, 2015
   



 

Major Business Functions and Key Activities 
 
 

Introduction 
 

Human Resources (HR) provides programs and services that attract, retain, and engage the employees 
necessary for the success of Xcel Energy businesses.  These programs encompass the full employee life 
cycle.  In addition to specific programs and services, HR, on behalf of Xcel Energy businesses, ensures 
that business areas are in full legal compliance with all HR-related laws and regulations, and tracks and 
reports information as required (e.g. compensation and benefits information and all equal employment 
opportunity (EEO) employment data). 

Human Resources consists of Talent Strategy and Transformation, Total Rewards, Workforce Strategy & 
Consulting and HR Strategy & Performance. 
 
Customer Value 

 
Xcel Energy’s Human Resources organization is responsible for the design and administration of 
programs that enable the company to attract, retain and engage the employees necessary for the 
success of Xcel Energy businesses.  Specifically, HR is responsible for the recruitment, selection and 
development of employees; the design and administration of various compensation and benefits 
programs; and compliance with state and federal law.  HR’s objective is to ensure that such programs are 
market competitive, financially sustainable, and do not result in unreasonable costs for Xcel Energy 
customers. HR provides the tools and guidance to set employee performance goals in alignment with 
company strategy. HR helps manage and monitor compliance with employee labor laws.   HR provides a 
call center to assist employees and managers with transactions including benefits enrollment, personnel 
and pay changes, and general HR questions and inquiries. HR’s centralized role builds efficiencies for the 
business by streamlining HR operations and executing on a long-term strategic vision.  
 
Due to a changing industry and workforce transition, Xcel Energy is facing a number of workforce 
challenges, including the retirement eligibility of nearly half of our workforce over the next ten years.  This 
requires that HR optimize the Company’s investments in human capital to maintain service levels while 
keeping overall customer rates as reasonable as possible.  We have made it our mission to proactively 
shape an environment that attracts, retains, and engages high performing employees who fit well in Xcel 
Energy’s culture. With an emphasis on a performance-based culture, we have implemented a number of 
effective programs and improved our use of technology to strengthen planning, recruitment, and retention 
efforts.   
 
The organization is constructed of the following departments:  Talent Strategy and Transformation, Total 
Rewards, Workforce Strategy & Consulting and HR Strategy & Performance. 
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Major Business Functions and Key Activities 
 
Talent Strategy & Transformation – Creates value by aligning our human resources capability and 
capacity with our long term business goals.  The outcome of our talent strategy ensures we are: hiring the 
right talent, building our leadership bench strength, and enhancing our reputation as an inclusive & 
diverse employer. 

• Talent Acquisition – Identifying, attracting, assessing, and selecting the right talent at the right 
time 

• Training – Preparing our workforce to meet current business challenges, compliance standards 
and regulatory requirements 

• Workforce Planning and Organizational Design – A consistent, data-driven approach to get the 
right people in the right jobs while integrating budgeting and planning cycles, and enabling 
leaders to optimize the decisions about their workforce. Provides tools and guiding principles to 
enable leaders to create the right organizational structure, jobs, and/or roles to meet business 
objectives and support the Company’s strategic direction 

• Culture – Energizing and enabling our workforce through diversity & inclusion and employee 
networking groups 

 
Total Rewards - Responsible for delivering on Xcel's employment value proposition by designing and 
delivering a total rewards package that is financially sustainable, market competitive, and employee 
valued. Our Total Rewards programs are built on a foundation of physical, financial, and emotional 
wellness with a focus on shared accountability between the employee and the company. Additionally, we 
reward based on performance and invest in employees with development. 

• Benefit Plan Design - Developing a comprehensive package of health and welfare programs.  
Developing and administering retirement programs that are competitive with the utility industry to 
attract our specialized workforce including a 401(k) plan and a Cash Balance pension plan for 
new hires. 

• Compensation - Providing base pay and short and long term incentives that in entirety align with 
50% of the utility industry while recognizing the need to differentiate pay based on performance. 

• Leadership development – Develop current and future leaders to improve company results, 
enhance leaders’ skill sets, and to build Xcel Energy’s leadership pipeline through a variety of 
leadership programs.  

• Succession Planning – Matching our highest potential employees with our most critical 
opportunities to ensure business continuity through leadership. 

• Employee Development – Design and manage learning opportunities to meet employee 
development needs, address career aspirations, and prepare for the future workforce through a 
variety of options such as developmental career assignments, customized mentoring and tuition 
reimbursement.  

• Performance Management – Create a high performance-based culture with tools and guidance to 
create, accelerate and sustain high employee performance.   

• HR Operations and Payroll - Administering benefits and pay programs. 
• HR Service Center - Interfacing with Xcel Energy employees and retirees on pay and benefits 

questions. 
 
Workforce Strategy & Consulting - Delivers value by working in close partnership and as a key advisor to 
business area leaders on a broad range of workforce strategies, actions, and practices. 

• Strategic Consulting  - Leads business areas through planning process to address  future 
workforce needs, gaps, and solutions while ensuring alignment with corporate priorities and 
objectives 

• HR Business Support – Supports business area management on full range of HR subjects and 
transactions 

• Program Implementation Support - Leads implementation of HR programs within the business 
area 

• Employment compliance - Ensures consistent application of HR policies and processes to 
minimize business area and corporate liability 
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HR Strategy & Performance – Aligns HR and Employee Services efforts with Company strategy, 
providing business oversight, strategic planning, communications, analytics, and consulting. 
• Workforce Analytics – Provides data-driven insights about Xcel Energy’s workforce in order to 

improve company performance, enable leader accountability, and support the workforce 
transformation.  

• Strategic Communications – Oversees and provides strategic consultation for communications 
from HR to employees and executive teams. 

• O&M budget – Partners with Financial Operations to monitor the O&M budget and ensure 
alignment with company objectives 

• Strategic Planning – Ensures the development and execution of a strategic plan for HR that 
aligns with Xcel Energy’s business goals and workforce objectives 

• Employee Engagement – Administers annual Employee Engagement survey and provides 
consultative services to enable workforce engagement. 
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2016 Walk Forward of Major Cost Drivers 
 

 

 
 

 
Labor – HR employees design and administer multiple health, welfare, compensation, recruitment and 
selection, retirement, payroll, HR administration, labor relations, diversity, health services, learning and 
talent management programs, as well as provide consultation and advice to the business to manage 
workforce issues. 
 
Employee Expenses – include travel expenses to design and administer health, welfare, compensation, 
recruitment and selection, payroll, HR administration, labor relations, diversity, health services, retirement, 
learning and talent management programs. 
 
Consulting and Contract Labor – consulting costs are incurred for compensation, recruitment, selection 
and workforce planning, employee engagement, leadership training, and health services.  HR uses 
contract outside vendors for staffing and recruitment administration and payroll and benefits program 
administration. 
 
Workforce Admin Expense – Face masks and flu mitigation. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Labor 
72% 

Other 
8% 

Employee 
Expenses 

5% 

Consulting & 
Contract Labor 

14% 
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1% 

Human Resources OpCos  
2016 O&M Budget = $14.8M 
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2016 Walk Forward of Major Cost Drivers 
 

 

 
 
 

 
 
 

 
 

 
 
 
 
 
 
 

July 2015 Year-End O&M Forecast $12,669

Company Labor
PTT Labor - In 2015, five employees were on the PTT project and 
charging capital; in 2016, they are charging O&M

603          

3% Merit increase 292          

Decentralization of Consulting dollars from VP HR to individual 
areas 958          

Other Expenses 309          

2016 O&M Budget $14,831

Human Resources 2016 O&M Budget Chart
(Dollars in Thousands)
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Human Resources 2016 O&M Budget  
Business Drivers of $2.2M increase, or 17.1% 
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2017 Walk Forward of Major Cost Drivers 
 

 

 
 
 

Labor – HR employees design and administer multiple health, welfare, compensation, recruitment and 
selection, retirement, payroll, HR administration, labor relations, diversity, health services, learning and 
talent management programs, as well as provide consultation and advice to the business to manage 
workforce issues. 
 
Employee Expenses – include travel expenses to design and administer health, welfare, compensation, 
recruitment and selection, payroll, HR administration, labor relations, diversity, health services, retirement, 
learning and talent management programs. 
 
Consulting and Contract Labor – consulting costs are incurred for compensation, recruitment, selection 
and workforce planning, employee engagement, leadership training, and health services.  HR uses 
contract outside vendors for staffing & recruitment administration and payroll & benefits program 
administration. 
 
Workforce Admin Expense – Face masks and flu mitigation. 
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2017 Walk Forward of Major Cost Drivers 
 

 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2016 O&M Budget $14,831

Company Labor
3% Merit increase 319          

Reduction in Consulting (149)         

Other Expenses (22)           

2017 O&M Budget $14,979

Human Resources 2017 O&M Budget Chart
(Dollars in Thousands)
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Human Resources 2017 O&M Budget 
Business Drivers of $148K increase, or 1.0% 
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2018 Walk Forward of Major Cost Drivers 
 

 

 
 
 
 
Labor – HR employees design and administer multiple health, welfare, compensation, recruitment and 
selection, retirement, payroll, HR administration, labor relations, diversity, health services, learning and 
talent management programs, as well as provide consultation and advice to the business to manage 
workforce issues. 
 
Employee Expenses – include travel expenses to design and administer health, welfare, compensation, 
recruitment and selection, payroll, HR administration, labor relations, diversity, health services, retirement, 
learning and talent management programs. 
 
Consulting and Contract Labor – consulting costs are incurred for compensation, recruitment, selection 
and workforce planning, employee engagement, leadership training, and health services.  HR uses 
contract outside vendors for staffing & recruitment administration and payroll & benefits program 
administration. 
 
Workforce Admin Expense – Face masks and flu mitigation. 
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2018 O&M Budget = $15.1M 
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2018 Walk Forward of Major Cost Drivers 
 

 
 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

2017 O&M Budget $14,979

Company Labor
3% Merit increase 329          

Reduction in Consulting (100)         
Reduction in Employee Expenses (50)           
Reduction in Contract Labor (50)           

Other Expenses 21            

2018 O&M Budget $15,129

Human Resources 2018 O&M Budget Chart
(Dollars in Thousands)
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Human Resources 2018 O&M Budget 
Business Drivers of $150K increase, or 1.0% 
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Functional Organization Chart  
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Major Business Functions and Key Activities 
 
The Human Resources (HR) organization is a part of Xcel Energy Services Inc. and provides a variety of 
support services to Xcel Energy Inc. and its subsidiaries.  These services are provided in accordance with 
Service Agreements entered into with each subsidiary.  The Service Agreements are administered in 
accordance with Federal Energy Regulatory Commission (FERC) regulations. 
 
Talent Strategy & Transformation 

 
• Assist business areas with workforce planning and organizational design through a consistent, 

data-driven approach that provides tools and guiding principles to enable leaders to create the 
right organizational structure, jobs, and/or roles to meet business objectives and support the 
Company’s strategic direction 

• Recruit the right talent for all positions, both non-bargaining and bargaining, through a variety of 
methods such as web-based tools, career fairs, college outreach, community events and 
professional recruiting firms. 

• Consult with management to create job requisitions and postings.  Provides assistance with 
application screening and processing, college intern programs and temporary staffing. 

• Manage the on-boarding process which includes the administration of the Edison Electric Institute 
(EEI) test and pre-hire assessments.  

• Create a culture of diversity and inclusion to drive employee engagement through education, 
employee network groups, and Council for Diversity and Inclusion.  

• Support the development of Xcel Energy employees through online learning programs that meet 
training needs and address compliance and regulatory requirements. 

• Provide support for HR-specific technologies. 
• Provide workforce diversity resources for EEO/diversity training. 
• Provide Affirmative Action plans (development) and government audit management (compliance). 
• Provide resources to ensure that workforce regulatory requirements are met and maintained. 

 
 
Total Rewards 

 
• Development, design, communication and administration of market competitive: 

• Health and welfare benefit programs including: 
 Medical 
 Dental 
 Life Insurance 
 Long-term and short-term disability programs 

• Work/life initiatives.  
• Broad based compensation programs (base pay and short and long term incentives) that 

link employee compensation to individual, business area and corporate performance. 
• Executive compensation and benefit plans. 
• Retirement programs including pension, 401(k) and deferred compensation and other 

retirement benefits programs. 
• Corporate Wellness and managed care programs including monitoring medical treatment 

and assisting employees and managers regarding their treatment. 
• Develop current and future leaders to improve company results, enhance leaders’ skill sets, and 

to build Xcel Energy’s leadership pipeline through a variety of leadership programs. 
• Design and manage learning opportunities to meet employee development needs, address 

career aspirations, and prepare for the future workforce through a variety of options such as 
career development assignments, customized mentoring and tuition reimbursement.  

• Create a high performance-based culture with tools and guidance to create, accelerate and 
sustain high employee performance.   
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Major Business Functions and Key Activities 
 
• Assist leaders in succession planning by matching our highest potential employees with our most 

critical opportunities to ensure business continuity through leadership. 
• Ensure that all of Xcel Energy’s Total Rewards programs are compliant with state and federal law 

required training and ensure accurate record keeping in the compliance database. 
• Provide support and direct service to: 

• Employees and retirees via telephone, in-person and e-mail interaction in the delivery of 
employee benefits and maintenance of employee data.  This includes enrollment, data 
collection, entry and verification, forms fulfillment, retiree billing, problem research, 
resolution and death claim processing. 

• Support and work closely with Workforce Relations during union negotiations and with 
the Human Resource Service Center (HRSC).  

• Process employee pay through the consolidation of time collection, administration of employee 
deductions, account distribution and reconciliation, allocation and accounting for employment 
taxes. 

 
 
Workforce Strategy & Consulting 
 
• Provide a broad range of strategic and tactical consulting services across all HR functional areas 

for the business areas. 
• Advise and partner with business area leadership and managers related to significant HR issues 

and strategies that have organization-wide impact or that support business area priorities, such 
as organizational planning and consultation, restructuring, business area HR policies and 
business area succession planning. 

• Provide guidance on day-to-day issues to managers and, as necessary, to employees, on 
matters such as affirmative action and compensation. 

• Identify, research and solve business-area specific workforce challenges, usually through project-
related work. 

• Roll out new or enhanced corporate-wide HR products/services (benefits and staffing) and 
conduct any additional training or education on HR products/services. 

 
 

HR Strategy & Performance 
 

• Leverage technology systems and data to identify, develop, and deliver impactful metrics and 
other analytics to improve company performance, enable leader accountability, and support the 
workforce transformation. 

• Provide strategic consultation on the development and delivery of communications from HR to the 
employee base and executive teams. 

• Develop, implement and monitor the O&M budget and partner with Financial Operations to 
ensure alignment with company objectives.  

• Lead HR Strategic Planning process, in alignment with company business goals and workforce 
objectives. Provide support for the tracking of progress toward strategic initiatives. 

• Administer the Employee Engagement surveys to the entire organization, and provide leaders 
with the information and consultative services to enable workforce engagement.  
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Cost Allocation Methodologies 
 
The methods used to distribute costs to a legal entity and utility include: 
 
Operating Company Direct Charges: 
 
Not applicable. 
 
Service Company Direct Charges: 
 
The Human Resources organization indirectly charges the operating companies and affiliates 
whenever possible for work performed on their behalf. 
 
 
Service Company Allocated Charges: 
 

Work 
Order No. Work Order Title Description of Services Provided 

189 Human Resources 
(HR) - Corporate 
Governance 

HR services Corporate Governance includes the labor and 
non-labor costs for executive officers' and Service Company 
employees' compensation plans, corporate HR policies, 
executive policy benefit plans, payroll services for Service 
Company and the employees' handbook.  Corporate 
governance activities are generally services that are 
performed on behalf of all Xcel Energy operating companies 
and affiliates, including Xcel Energy Inc.  This is primarily 
used by the Human Resources and Safety organizations. 

190 Human Resources 
(Diversity/Safety/Emp 
Relations) 

HR-Diversity/Safety/Employee Relations includes the labor 
and non-labor costs for work performed for operating and 
affiliate company employees, such as diversity programs, 
providing workforce relations resources for labor 
agreements, arbitration, and training.  Manage, design, and 
implement Corporate Safety initiatives.  This is primarily 
used by the Human Resources and Safety organizations. 

197 Human Resources - 
Operating  
Companies 

HR-Operating Companies services includes the labor and 
non-labor costs for work performed for operating and affiliate 
company employees such as diversity programs, providing 
workforce relations resources and labor agreements, design 
and implement Corporate Safety initiatives, provide online 
training and open enrollment classes, provide individual and 
team development, coaching and employee engagement, 
provide strategic and tactical consulting on HR strategies 
and planning.  This is primarily used by the Human 
Resources and Safety organizations. 

198 Payroll Payroll services include the labor and non-labor costs for 
processing payroll including consolidation of time collection, 
calculation of salaries and wages, administration of 
employee deductions, account distribution and 
reconciliation, allocation and accounting for employment 
taxes and compliance reports.  This is primarily used by the 
Human Resources area. 

 
 
 
 
 
Utilities and Corporate Services –  
Human Resources  14 September 1, 2015 



 

Cost Allocation Methodologies 
 

Work 
Order No. Work Order Title Description of Services Provided 

199 Human Resources - 
Recruitment 

HR-Recruitment services includes the labor and non-labor 
costs for work performed for operating and affiliate company 
employees such as employee recruitment, staffing 
administration for non-bargaining positions and provides 
Affirmative Action plans (development) and government 
audit management (compliance).   This is primarily used by 
the Human Resources area. 

 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a 
centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are 
allocated to the legal entities using allocations.  The particular methods utilized for each service area are described above. 
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Major Business Functions and Key Activities 
 
 
Introduction 
 
The Workforce Relations and Safety organization is a part of Xcel Energy Services Inc. and provides a 
variety of support services to Xcel Energy Inc. and its subsidiaries. Safety provides critical support functions 
for every business area by focusing on injury and illness prevention.  The department provides expert 
technical assistance in all areas and specialties of industrial safety and health and OSHA regulatory 
compliance.  Safety also supports the company’s contractor safety program which examines a company’s 
safety performance and uses that as part of the decision making process in contract selection.  The 
Technical Training group provides gas and electric training for field workers from Distribution, Operations, 
and Transmission for over 2,500 journeymen and 40 different apprenticeships.  Workforce and Employee 
Relations oversees union/management and employee relations matters.  (Employee Relations was 
absorbed by Workforce Relations as the result of a reorganization in early 2015.)  The Strategy & 
Performance group is responsible for administering the public safety program, injury/illness recordkeeping 
to meet OSHA standards, and special project work. 

 
 
Customer Value 

 
The Workforce Relations and Safety organization provides essential corporate services so employees can 
concentrate on serving Xcel Energy customers and the communities in which the company operates.  
Workforce Relations and Safety seeks to continuously improve all areas in safety and health performance 
by implementing and expanding safety and health programs as well as providing best safety practices 
across the organization.  Some of the Corporate Safety and Health programs include Ergonomics, Asbestos 
Abatement, Hearing Conservation, Safety Intervention Stop Work Responsibility, Rules to Live By and 
Driver Safety.  The Technical Training group’s mission is to train apprentices in accordance with best 
practices and to meet regulations.  Development and implementation of technical skills through quality 
apprentice and journeyman training programs while instilling safe work practices and personal 
accountability are critical elements of this mission.  The group also partners with the Transmission Training 
group to develop and present FERC/NERC required training.  Workforce and Employee Relations 
represents management during negotiation and implementation of the various labor contracts and 
administers the employee relations policies and programs.  Public Safety has continued the gas pipeline 
safety programs to remain in compliance with federal and state specific pipeline safety regulations and to 
raise public awareness of electrical safety.  Workforce Relations and Safety also ensures the company is 
compliant in recording injuries and illnesses. 
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2016 Walk Forward of Major Cost Drivers 

 
 

 
 

 
 

 
Labor – Labor for Safety & Business Services organization is made up of exempt and benefit personnel to 
perform the key activities described under the Major Business and Key Activities section. 
 
Employee Expenses – Includes travel expenses for compliance and safety audits, safety walkdowns, 
observations and outages. In addition, there are increased expenses in bargaining years for travelling to 
union offices during negotiations. 
 
Advertising – Includes federally mandated Bi-Annual Transmission Right of Way mailing to customers than 
live within 600 feet of gas transmission pipelines or 1,000 from high consequence areas, Safety onserts and  
GovDoc, Inc. posters. 
 
 
Consulting and Contract Labor – Vendors for security screenings, compliance and safety audits 
 
 
 
Other – Includes fleet costs, postage, employee workspace moves/adds/changes, and copiers 
 
 
 
 
 
 
 
 

 

Labor, 78% 

Other, 8% 

Consulting, 2% 

Advertising, 4% 

Employee 
Expenses, 7% 

Workforce Relations and Safety 
2016 Budget $14.5M 
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2016 Walk Forward of Major Cost Drivers 
 

 

 
 
 

 
 
 
 
 
 
 
 
 
 
 

2015 July Year-End O&M Forecast 14,158$        

Labor
Employees moved from Human Resources and 3% Merit increase 254              

Net Other 48                

2016 O&M Budget 14,460$        

Workforce Relations and Safety 2016 O&M Chart
(Dollars in Thousands)
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2017 Walk Forward of Major Cost Drivers 
 
 

 
 

 
 

 
Labor – Labor for Safety & Business Services organization is made up of exempt and benefit personnel to 
perform the key activities described under the Major Business and Key Activities section. 
 
Employee Expenses – Includes travel expenses for compliance and safety audits, safety walkdowns, 
observations and outages. In addition, there are increased expenses in bargaining years for travelling to 
union offices during negotiations. 
 
Advertising – Includes federally mandated Bi-Annual Transmission Right of Way mailing to customers than 
live within 600 feet of gas transmission pipelines or 1,000 from high consequence areas, Safety onserts and  
GovDoc, Inc. posters. 
 
Consulting and Contract Labor – Vendors for security screenings, compliance and safety audits 
 
Other – Includes fleet costs, postage, employee workspace moves/adds/changes, and copiers 
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2017 Walk Forward of Major Cost Drivers 
 
 
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 

 
 

2016 O&M Budget 14,460$        

Labor
Merit increases 336              

Reduction in Employee Expenses (100)             

Net Other (52)               

2017 O&M Budget 14,644$        

Workforce Relations and Safety 2017 O&M Chart
(Dollars in Thousands)
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Workforce Relations and Safety 
2017 Budget Business Drivers 

$184K increase, or 1.3% 
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2018 Walk Forward of Major Cost Drivers 
 
 

 
 
 
 

Labor – Labor for Safety & Business Services organization is made up of exempt and benefit personnel to 
perform the key activities described under the Major Business and Key Activities section. 
 
Employee Expenses – Includes travel expenses for compliance and safety audits, safety walkdowns, 
observations and outages. In addition, there are increased expenses in bargaining years for travelling to 
union offices during negotiations. 
 
Advertising – Includes federally mandated Bi-Annual Transmission Right of Way mailing to customers than 
live within 600 feet of gas transmission pipelines or 1,000 from high consequence areas, Safety onserts and  
GovDoc, Inc. posters. 
 
Consulting and Contract Labor – Vendors for security screenings, compliance and safety audits 
 
Other – Includes fleet costs, postage, employee workspace moves/adds/changes, and copiers 
 

 
 

 
 

Labor, 81% 
Other, 8% 

Consulting, 2% 

Advertising, 3% 

Employee 
Expenses, 6% 

Workforce Relations and Safety 
2018 Budget $14.8M 
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2017 O&M Budget 14,644$        

Labor
Merit increases 350              

Reduction in Advertising (100)             

Net Other (97)               

2018 O&M Budget 14,797$        

Workforce Relations and Safety 2018 O&M Chart
(Dollars in Thousands)
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Functional Organization Chart  
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Major Business Functions and Key Activities 
 
 
Safety 

• Administer the contractor safety program. 
• Improve all areas in safety performance by implementing safety programs such as Ergonomics, 

Hearing Conservation, and workplace audits. 
• Identify and implement best safety practices across the organization. 
• Work to limit risks for Xcel Energy employees and contractors. 
• Maintain injury/illness record keeping and reporting to comply with OSHA regulations. 
 

Workforce and Employee Relations 
• Provide consulting on existing labor agreements. 
• Negotiate new labor agreements. 
• Provide workforce relations resources for the grievance and arbitration procedures. 
• Administer workforce relations training including labor contract interpretation training and positive 

discipline training. 
• Administers employee relations policies and programs. 
• Provides consultation for employee (non-bargaining) relations matters. 
 

Technical Training 
• Gas and electric apprentice training curriculum development. 
• Technical instruction for gas and electric apprentices. 
• Apprentice training recordkeeping. 

 
Public Safety 

• Conduct outreach efforts to increase the public’s safety including; mass advertising (radio, billboards, 
TV, and print), development and distribution of gas and electric safety awareness materials, and 
targeted outreach and education through participation in community events and public presentations. 

• Administers the written public safety awareness program. 
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Cost Allocation Methodologies 
 
Workforce Relations and Safety 
 
The allocation methods used to distribute costs to legal entity and utility are: 
 

Operating Company Direct Charges: 
 
Whenever possible, Business Services direct charges items to the specific legal entities for which 
the service was performed or cost incurred.  Certain license, fees and permits are charged directly. 
 
Service Company Direct Charges: 
 
Whenever possible, Business Services direct charges items to the specific legal entities for which 
the service was performed or cost incurred.  Certain license, fees and permits are charged directly. 
 
Service Company Allocated Charges: 
 
When direct charging is not practical, or where services performed are not specifically related to a 
legal entity, Business Services allocates labor and non-labor costs to the legal entities benefiting 
from the services performed or costs incurred using the allocators listed below.  Cost allocators are 
updated annually, or when necessary, to reflect current data and corporate structure. 

 
Functional 

Area 
Subledger 

Code Description 
Public Safety 185 Customer Safety Advertising and Information costs services includes the 

labor and non-labor costs associated with public safety advertising, 
information and education.  This is used by the Corporate 
Communications and Safety organizations. 

Safety / 
Workforce 
Relations 

189 HR services Corporate Governance includes the labor and non-labor costs 
for executive officers' and Service Company employees' compensation 
plans, corporate HR policies, executive policy benefit plans, payroll 
services for Service Company and the employees' handbook.  Corporate 
governance activities are generally services that are performed on behalf 
of all Xcel Energy operating companies and affiliates, including Xcel 
Energy Inc.  This is primarily used by the Human Resources and Safety 
organizations. 

Safety / 
Workforce 
Relations 

190 HR-Diversity/Safety/Employee Relations includes the labor and non-labor 
costs for work performed for operating and affiliate company employees, 
such as diversity programs, providing workforce relations resources for 
labor agreements, arbitration, and training.  Manage, design, and 
implement Corporate Safety initiatives.  This is primarily used by the 
Human Resources and Safety organizations. 

Safety / 
Workforce 
Relations 

197 HR-Operating Companies services includes the labor and non-labor costs 
for work performed for operating and affiliate company employees such as 
diversity programs, providing workforce relations resources and labor 
agreements, design and implement Corporate Safety initiatives, provide 
online training and open enrollment classes, provide individual and team 
development, coaching and employee engagement, provide strategic and 
tactical consulting on HR strategies and planning.  This is primarily used 
by the Human Resources and Safety organizations. 

Safety 414 Energy Supply Business Resources services includes the labor and non-
labor costs of performance analysis, specialists and analytical services 
provided to the operating companies' generation facilities.  This is primarily 
used by Business Systems and Energy Supply areas. 
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Functional 
Area 

Subledger 
Code Description 

Safety 441 Distribution Electric FERC 580 services includes the labor and non-labor 
costs for the engineering and supervision of the electric distribution 
organization.  This is primarily used by the Safety and Transmission and 
Substations organizations. 

Safety 442 Transmission Electric FERC 560 services includes the labor and non-labor 
costs for engineering and supervision of the electric transmission 
organization.  This is primarily used by the Safety and Transmission and 
Substations organizations. 

Safety 443 Distribution Gas FERC 870 services includes the labor and non-labor 
costs for the engineering and supervision of the gas distribution 
organization.  This is primarily used by the Safety and Transmission and 
Substations organizations. 

Safety 444 Transmission Gas FERC 850 services includes the labor and non-labor 
costs for the engineering and supervision of the gas transmission 
organization.  This is primarily used by the Safety organization. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant operating 
company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct charges to that 
operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating company.  
For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate case or other 
regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or which 
are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a centralized basis for all 
Xcel Energy legal entities.  The Service Company labor costs associated with these services are allocated to the legal entities using 
allocations.  The particular methods utilized for each service area are described above. 
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Major Business Functions and Key Activities 
 
 

Introduction 
 
The Aviation and Travel Services organization is a part of Xcel Energy Services Inc. and provides a variety 
of support services to Xcel Energy Inc. and its subsidiaries.  Aviation Services includes corporate aircraft 
operation and maintenance.   

 
 

Customer Value 
 

Aviation Services and employees recently received safety awards from the National Business Aviation 
Association (NBAA).  The department was recognized for 29 years and 36,761 consecutive flight hours 
without an accident involving damage to property or injury to persons and an aviation maintenance 
department safety award. Recognition was also given to three pilots for safe operations.  NBAA is the 
leading organization in Washington advocating for the business aviation community and represents the 
industry on policies that impact business aviation.  
 
Aviation implemented the Safety Management System (SMS) into daily operations.  SMS aligns with our 
core value of Safety.  Pilots assess risk on flights and report hazards.  These efforts have had a positive 
impact on safety. SMS is considered a best practice internationally. While SMS is not required currently by 
the Federal Aviation Administration (FAA) it may be in the future. Aviation is being proactive in 
implementing SMS into current procedures.  
 
Aviation has flown crews to other states to aid in emergency situations, as in the Boulder Colorado gas 
outage December 2013.  Aviation Services transported 24 gas employees from Minnesota and Wisconsin 
to Denver for a large gas outage.  Approximately 7,200 Xcel Energy customers were without gas due to a 
gas failure at a major natural gas regulator station near Niwot, Colorado.  These employees were 
instrumental in re-lighting customer’s gas pilot lights and making sure their homes were receiving an even 
flow of gas, without any air pockets.   
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Aviation & Travel Services – OpCo 2016 Main Cost Drivers 
 

 

 
 
 

 
Labor – Labor for Aviation & Travel Services organization is made up of pilots, maintenance manager and 
scheduler. 
 
Equipment Maintenance – Scheduled aircraft maintenance and training 
 
Fuel – Aircraft fuel costs based on projected flight hours 
 
Aircraft Leases – Two aircrafts leased from Bank of America. 
 
Other – Includes employee expense, online services, and professional licenses 
 
 
 
 
 
 
 
 

 
 

 

Labor, 14% 

Equipment 
Maintenance, 

27% 

Fuel, 20% 

Aircraft Leases, 
29% 

Other, 9% 

Aviation & Travel Services 
OpCo's 2016 Budget $5.5M 
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2016 Walk Forward of Major Cost Drivers 
 

 
 

2015 July Year-End O&M Forecast 5,413$      

Equipment Maintenance and Training 113          
Scheduled maintenace and pilot training

Fuel Costs 9              
Estimated fuel costs based on projection flight miles

Aircraft Leases (6)             
Two aircraft

Net Other 14            

2016 O&M Budget 5,543$      

Aviation & Travel Services 2016 O&M Chart
(Dollars in Thousands)
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Aviation & Travel Services 
2016 O&M Budget Business Drivers 

$130K increase, or 2.4% 
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Aviation & Travel Services – OpCo 2017 Main Cost Drivers 
 

 

 
 

 
Labor – Labor for Aviation & Travel Services organization is made up of pilots, maintenance manager and 
scheduler. 
 
Equipment Maintenance – Scheduled aircraft maintenance and training 
 
Fuel – Aircraft fuel costs based on projected flight hours 
 
Aircraft Leases – Two aircrafts leased from Bank of America. 
 
Other – Includes employee expense, online services, and professional licenses 
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Aviation & Travel Services 
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2017 Walk Forward of Major Cost Drivers 
 

 
 

 
  

2016 O&M Budget 5,543$      

Labor 23            
Merit increases

2017 O&M Budget 5,566$      

Aviation & Travel Services 2017 O&M Chart
(Dollars in Thousands)
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Aviation & Travel Services 
2017 O&M Budget Business Drivers 

$23K increase, or 0.004% 
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Aviation & Travel Services – OpCo 2018 Main Cost Drivers 
 

 
 

 
 

Labor – Labor for Aviation & Travel Services organization is made up of pilots, maintenance manager and 
scheduler. 
 
Equipment Maintenance – Scheduled aircraft maintenance and training 
 
Fuel – Aircraft fuel costs based on projected flight hours 
 
Aircraft Leases – Two aircrafts leased from Bank of America. 
 
Other – Includes employee expense, online services, and professional licenses 
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2018 Walk Forward of Major Cost Drivers 
 

 
 
 

2017 O&M Budget 5,566$      

Labor 24            
Merit increases

2018 O&M Budget 5,590$      

Aviation & Travel Services 2018 O&M Chart
(Dollars in Thousands)
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Aviation & Travel Services 
2018 O&M Budget Business Drivers 

$24K increase, or 0.004% 
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Major Business Functions and Key Activities 
 
 
Aviation & Travel Services 

• Provides air travel via two aircraft, leased by Xcel Energy Services Inc. from Bank of America 
Corporation, for Xcel Energy business purposes 

• Provides scheduling, aircraft maintenance, operational administration and miscellaneous travel services 
to Xcel Energy employees for business purposes.  Commercial travel services are administered by the 
Supply Chain organization. 
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Cost Allocation Methodologies 
 
 
Aviation & Travel Services 
 
The allocation methods used to distribute costs to legal entity and utility are: 
 

Operating Company Direct Charges: 
 
Whenever possible, Aviation Services direct charges items to the specific legal entities for which 
the service was performed or cost incurred.  Certain license, fees and permits are charged directly. 
 
Service Company Direct Charges: 
 
Whenever possible, Aviation Services direct charges items to the specific legal entities for which 
the service was performed or cost incurred.  Certain license, fees and permits are charged directly. 
 
Service Company Allocated Charges: 
 
When direct charging is not practical, or where services performed are not specifically related to a 
legal entity, Aviation Services allocates labor and non-labor costs to the legal entities benefiting 
from the services performed or costs incurred using the allocators listed below.  Cost allocators are 
updated annually, or when necessary, to reflect current data and corporate structure. 

 
 

Functional 
Area 

Subledger 
Code Description 

Aviation and 
Travel 
Services 110 

Executive Corporate Governance includes the labor and non-labor costs 
for executive corporate management, long-term business strategy 
development and other programs that ensure the continuity and 
development of management.  Corporate governance activities are 
generally services that are performed on behalf of all Xcel Energy 
operating companies and affiliates, including Xcel Energy Inc.   

 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant operating 
company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct charges to that 
operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating company.  
For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate case or other 
regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or which 
are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a centralized basis for all 
Xcel Energy legal entities.  The Service Company labor costs associated with these services are allocated to the legal entities using 
allocations.  The particular methods utilized for each service area are described above. 
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Major Business Functions and Key Activities 
 
 

Introduction 
 
The Security Services organization is a part of Xcel Energy Services Inc. and provides a variety of support 
services to Xcel Energy Inc. and its subsidiaries.  Security Services includes management of physical 
security of property and company assets, background investigations, access control, security training, and 
executive protection.   

 
 

Customer Value 
 

Security Services sustains the protection of corporate assets and resources by providing security and 
protection services.  Security Services is responsible for meeting compliance requirements for security 
regulations and protecting company assets. 
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Security Services – OpCo 2016 Main Cost Drivers 
 

 

 
 

 
 

Labor – Labor for Security Services organization is made up of exempt and benefit personnel to perform 
the key activities described under the Major Business and Key Activities section 
 
Security Contract Labor – Contract labor for security officer and Security Operations Center (SOC) 
personnel on-site at locations 
 
Camera Project & Maintenance – On-site camera and access control system installation and maintenance 
 
Investigations – Employee and contractor background investigations 
 
Other – Includes employee expense, fleet costs, online investigation tools, postage, licenses and 
association dues 
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Security Services 
OpCo's 2016 Budget $5.9M 
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2016 Walk Forward of Major Cost Drivers 
 

 
 

      

2015 July Year-End O&M Forecast 5,363$      

Labor 17            
Merit increases

Contract Labor 731          
Increases based on new secuirty personnel at new 401 Nicollet Headquarters

Camera Projects & Maintenance (220)         
Camera projects installation and maintenance

Investigations 38            
Employee background investigations

Net Other (49)           

2016 O&M Budget 5,880$      

Security Services 2016 O&M Chart
(Dollars in Thousands)
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Security Services 
2016 Budget Business Drivers 

$517K increase, or 9.6% 
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Security Services – OpCo 2017 Main Cost Drivers 
 

 

 
 

 
Labor – Labor for Security Services organization is made up of exempt and benefit personnel to perform 
the key activities described under the Major Business and Key Activities section 
 
Security Contract Labor – Contract labor for security officer and Security Operations Center (SOC) 
personnel on-site at locations 
 
Camera Project & Maintenance – On-site camera and access control system installation and maintenance 
 
Investigations – Employee and contractor background investigations 
 
Other – Includes employee expense, fleet costs, online investigation tools, postage, licenses and 
association dues 
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OpCo's 2017 Budget $6.3M 
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2017 Walk Forward of Major Cost Drivers 
 
 

 
 

        
  

2016 O&M Budget 5,880$      

Labor 42            
Merit increases

Contract Labor 347          
Higher lease costs associated with opening of SPS Headquarters building

Net Other (1)             

2017 O&M Budget 6,268$      

Security Services 2017 O&M Budget Chart
(Dollars in Thousands)
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Security Services 
2017 Budget Business Drivers 

$388K increase, or 6.6% 
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Security Services – OpCo 2018 Main Cost Drivers 
 

 

 
 

 
Labor – Labor for Security Services organization is made up of exempt and benefit personnel to perform 
the key activities described under the Major Business and Key Activities section 
 
Security Contract Labor – Contract labor for security officer and Security Operations Center (SOC) 
personnel on-site at locations 
 
Camera Project & Maintenance – On-site camera and access control system installation and maintenance 
 
Investigations – Employee and contractor background investigations 
 
Other – Includes employee expense, fleet costs, online investigation tools, postage, licenses and 
association dues 
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2018 Walk Forward of Major Cost Drivers 
 
 

 
 
 

2017 O&M Budget 6,268$      

Labor 44            
Merit increases

Contract Labor 56            
Higher lease costs associated with opening of SPS Headquarters building

Net Other -           

2018 O&M Budget 6,368$      

Security Services 2018 O&M Budget Chart
(Dollars in Thousands)
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Security Services 
2018 Budget Business Drivers 

$100K increase, or 1.6% 

Utilities & Corporate Services 
Security Services 8 September 1, 2015 



 

  
Business Services Organization Hierarchy 
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Major Business Functions and Key Activities 
 
 
Security Services 

• Security Services offers on-site and remote security for Xcel Energy employees and physical assets, 
including personnel security, and background screenings, CIP screenings and audits, the operation of 
the Security Operations Center, and executive protection. 
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Cost Allocation Methodologies 
 
 
Security Services 
 
The allocation methods used to distribute costs to legal entity and utility are: 
 

Operating Company Direct Charges: 
 
Whenever possible, Security Services direct charges items to the specific legal entities for which 
the service was performed or cost incurred.  Certain license, fees and permits are charged directly. 
 
Service Company Direct Charges: 
 
Whenever possible, Security Services direct charges items to the specific legal entities for which 
the service was performed or cost incurred.  Certain license, fees and permits are charged directly. 
 
Service Company Allocated Charges: 
 
When direct charging is not practical, or where services performed are not specifically related to a 
legal entity, Security Services allocates labor and non-labor costs to the legal entities benefiting 
from the services performed or costs incurred using the allocators listed below.  Cost allocators are 
updated annually, or when necessary, to reflect current data and corporate structure. 

 
 

Functional 
Area 

Subledger 
Code Description 

Security 
Services 552 

Security Systems includes the labor and non-labor costs for the non-
critical applications that support security. 

Security 
Services 110 

Executive Corporate Governance includes the labor and non-labor costs 
for executive corporate management, long-term business strategy 
development and other programs that ensure the continuity and 
development of management.  Corporate governance activities are 
generally services that are performed on behalf of all Xcel Energy 
operating companies and affiliates, including Xcel Energy Inc.   

 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant operating 
company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct charges to that 
operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating company.  
For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate case or other 
regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or which 
are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a centralized basis for all 
Xcel Energy legal entities.  The Service Company labor costs associated with these services are allocated to the legal entities using 
allocations.  The particular methods utilized for each service area are described above.  
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Property Services 
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Major Business Functions and Key Activities 
 
 

Introduction 
 
The Property Services organization is a part of Xcel Energy Services Inc. and provides a variety of support 
services to Xcel Energy Inc. and its subsidiaries.  Property Services includes management and 
maintenance of property and facilities, corporate mail, printing services, and facility space utilization.  

 
 

Customer Value 
 

Property Services provides essential corporate services so employees can concentrate on serving Xcel 
Energy customers and the communities in which the company operates.  Property Services operates and 
maintains corporate facilities, programs, and the real estate portfolio to maximize property utilization and 
functionality through activities such as site master planning, lease management, centralized mail services, 
records management, maintenance, and capital improvements.  .   
 
Property Services also makes important contributions to corporate costs savings through programs such as 
facility energy audits and facility space utilization.  Energy audits have resulted in decreased electricity 
usage at Xcel Energy facilities by 11.7 million kilowatt hours since 2008 and decreased natural gas usage 
by 185,995 therms since 2011.  Water usage has also been reduced by 3.5 million gallons of water since 
2010 as a result of the energy audits. 
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Property Services – OpCo 2016 Main Cost Drivers 
 

 

 
 

 
Lease Costs – Rents and leases for buildings in the entire Xcel Energy service territory 
 
Maintenance – Property management and maintenance for buildings, generators, elevators, forklifts, 
compactors, fire systems, janitorial services, parking lot sweeping, and window and floor washing 
 
Utility Costs – Electric, gas, water, lawn care, sewer maintenance, snow removal and trash removal costs 
for all of Xcel Energy facilities 
 
Labor – Labor for Property Services organization is made up of exempt and benefit personnel to perform 
the key activities described under the Major Business Functions and Key Activities section. 
 
Other – Includes employee expense, fleet costs, postage, employee workspace moves/adds/changes, and 
copiers 
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2016 Walk Forward of Major Cost Drivers 
 

 
 

 
 
  

2015 July Year-End O&M Forecast 60,279$      

Leases 2,719         
Higher lease costs associated with opening of 401 Nicollet Headquarters building

Maintenance 1,039         
Contractual increase in janitorial and mechanical maintenance

Utility Costs 474            
Increase based on corporate escalation rate and new buildings

Moves/Adds/Changes 2,280         
Moving/setup costs associated with 401 Nicollet Headquarters opening

Net Other 121            

2016 O&M Budget 66,912$      

Property Services 2016 O&M Chart
(Dollars in Thousands)
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Property Services 
2016 O&M Budget Business Drivers 

$6.6M increase, or 11.0% 
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Property Services – OpCo 2017 Main Cost Drivers 
 

 
 
 

Lease Costs – Rents and leases for buildings in the entire Xcel Energy service territory 
 
Maintenance – Property management and maintenance for buildings, generators, elevators, forklifts, 
compactors, fire systems, janitorial services, parking lot sweeping, and window and floor washing 
 
Utility Costs – Electric, gas, water, lawn care, sewer maintenance, snow removal and trash removal costs 
for all of Xcel Energy facilities 
 
Labor – Labor for Property Services organization is made up of exempt and benefit personnel to perform 
the key activities described under the Major Business Functions and Key Activities section. 
 
Other – Includes employee expense, fleet costs, postage, employee workspace moves/adds/changes, and 
copiers 
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2017 Walk Forward of Major Cost Drivers 
 

 
 

        

2016 O&M Budget 66,912$      

Labor 116            
Merit increases

Leases 1,912         
Higher lease costs associated with opening of SPS Headquarters building

Maintenance 725            
Contractual increase in janitorial and mechanical maintenance

Utility Costs 242            
Increase based on corporate escalation rate and new buildings

Moves/Adds/Changes (2,023)        
Moving costs reduction after opening of 401 Nicollet Headquarters

Net Other (138)           

2017 O&M Budget 67,746$      

Property Services 2017 O&M Chart
(Dollars in Thousands)
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Property Services 
2017 O&M Budget Business Drivers 

$0.8M increase, or 1.2% 
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Property Services – OpCo 2018 Main Cost Drivers 
 

 
 

Lease Costs – Rents and leases for buildings in the entire Xcel Energy service territory 
 
Maintenance – Property management and maintenance for buildings, generators, elevators, forklifts, 
compactors, fire systems, janitorial services, parking lot sweeping, and window and floor washing 
 
Utility Costs – Electric, gas, water, lawn care, sewer maintenance, snow removal and trash removal costs 
for all of Xcel Energy facilities 
 
Labor – Labor for Property Services organization is made up of exempt and benefit personnel to perform 
the key activities described under the Major Business Functions and Key Activities section. 
 
Other – Includes employee expense, fleet costs, postage, employee workspace moves/adds/changes, and 
copiers 
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2018 Walk Forward of Major Cost Drivers 
 
 

 
 
 

 

2017 O&M Budget 67,746$      

Labor 136            
Merit increases

Leases 704            
Higher lease costs associated with opening of SPS Headquarters building

Maintenance (823)           
Decrease in janitorial and mechanical maintenance

Utility Costs 48              
Increase based on corporate escalation rate and new buildings

Moves/Adds/Changes (851)           
Moving costs reduction after opening of 401 Nicollet Headquarters

Net Other 43              

2018 O&M Budget 67,003$      

Property Services 2018 O&M Chart
(Dollars in Thousands)
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Property Services 
2018 O&M Budget Business Drivers 

$0.7M decrease, or 1.1% 
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Business Services Organization Hierarchy 
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Major Business Functions and Key Activities 
 
 
Property Services 

Corporate Administrative Services 
• Sorts and coordinates mail delivery. 
• Coordinates and executes copy and print services for customer requests of all size projects. 
• Coordinates and provides receptionist and switchboard conference call arrangements and meeting 

room requests. 
• Provides personnel to answer calls to request service or report problems. 
• Develops record retention schedules, analyzes current filing systems, assists in developing or 

converting file systems, and manages document destruction and off-site document storage. 
 
Corporate Real Estate 
• Provides negotiation, implementation and management of the cost and allocation of office space leased 

and owned by Xcel Energy and affiliates. 
• Develops a long-range plan of action for managing and deploying the real estate portfolio through 

consultation with management and analysis of business drivers that will influence efficient property 
utilization. 

• Provides negotiation for acquisition, disposition, donation, exchange and lease of real property and 
facilities for Xcel Energy.  These services include drafting and finalization of applicable and pertinent 
documentation to complete transactions. 

• Manages real estate and land issues.  Tasks include services related to resolving encroachment 
issues, trespass, condemnations, dedications, licenses, access agreements, leases and easements. 

• Supports business areas pursuing special projects such as indenture filings, sale or acquisition of 
property, and protestation of taxes. 

 
Facilities Operations and Maintenance 
• Provides for operations and maintenance, janitorial services, capital improvements, grounds keeping 

and snow removal, signage, lighting, window washing, pest control and all other functions normally 
included in operating and maintaining facilities.  Services also include negotiation, implementation and 
management of the associated costs. 

• Implements special requests for site support for facilities that are not included in the Property Services 
portfolio of services. 

 
Project and Tenant Services 
• Designs, plans and coordinates facility projects, manages construction, designs employee workspace 

and relocation space projects, manages facility space utilization, and business area and space 
standards. 

• Consults on special projects or studies requested by business areas, including engineering and design 
for civil and mechanical issues, building code compliance and training. 

• Acts as primary contact for business area and customer facility requests.  Coordinates employee 
moves, project planning, site visits and audits and conducts strategic planning. 

 
Property Services Management 
• Provides leadership, vision and management direction for the operations of Property Services. 
• Reviews and approves policies, operational controls and the services portfolio of the Property Services 

organization. 
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Cost Allocation Methodologies 
 
 
Property Services 
 
The allocation methods used to distribute costs to legal entity and utility are: 
 

Operating Company/Service Company Direct Charges: 
 

All Property Services costs are budgeted to clearing accounts that post to the balance sheet 
account 265721 – Facilities Costs.  Costs are then allocated out of the facilities clearing accounts 
by the Service Company and Operating Companies (Northern States Power - Minnesota (NSPM), 
Northern States Power - Wisconsin (NSPW), Public Service Company of Colorado (PSCo) and 
Southwestern Public Service Company (SPS)).  Costs include: 
 

• Rent and lease expenses for buildings 
• Operation and maintenance costs for the buildings in the Property Services portfolio 
• Facilities internal administrative and general labor and non-labor costs 
• Shared asset costs for buildings that are owned by an operating utility company, but used 

by more than one company.  These costs are billed by the Operating Company to the 
Service Company and then are charged out of the Service Company based on labor.  
Shared asset costs charged through the facility clearing accounts include, but are not 
limited to: 

 

o Land and structure amortization/depreciation  
o Leasehold improvements amortization  
o Office furniture/equipment depreciation  
o Return on asset 

 
The costs are allocated from the facilities clearing accounts monthly using historical labor 
distribution. The facilities chargeback journal entry credits the clearing account and debits 
operations and maintenance or other clearing accounts.   The facilities chargeback O&M 
distribution uses specific JDE business units for facilities billing, since Property Services budgets 
and manages the costs.  The facilities chargeback distribution to other clearing accounts, such as 
purchasing, warehousing and fleet, charges the JDE business units that budget and manage these 
costs. 
  
Service Company Allocated Charges: 
 
Not applicable 

 
 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant operating 
company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct charges to that 
operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating company.  
For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate case or other 
regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or which 
are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a centralized basis for all 
Xcel Energy legal entities.  The Service Company labor costs associated with these services are allocated to the legal entities using 
allocations.  The particular methods utilized for each service area are described above.  
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Major Business Functions and Key Activities 
 
 

Introduction 
 
Utilities and Corporate Services organization is a part of Xcel Energy Services Inc. and provides critical 
services to meet the needs of Xcel Energy’s employees, technology users and energy customers. These 
services are provided in accordance with Service Agreements entered into with each subsidiary.  The 
Service Agreements are administered in accordance with Federal Energy Regulatory Commission 
(FERC) regulations. 
 
The Chief Administrative Officer (CAO) has oversight of seven groups: These groups are further 
documented separately; this document outlines CAO costs specifically as they pertain to the operation of 
the CAO office. 
 
Chief Administrative Officer provides ongoing support and leadership to Resource Planning, Operating 
Company Presidents, Corporate Giving, Marketing, Business Systems, and Human Resources and 
Employee Services. 
 
Resource Planning, facilitates electric resource planning and bidding. Resource plans are road maps for 
providing reliable and cost-effective electric service to our customers while addressing the risks and 
uncertainties inherent in our business. Resource plans are developed with involvement from state utility 
commission staff, other state agencies, customer and industry advocacy groups and other stakeholders. 
 
Operating Company Presidents, consists of Xcel Energy’s four operating companies and Presidents, 
containing the following key areas: Rates & Regulatory Affairs, State Affairs, Customer and Community 
Relations and HomeSmart. The organization is responsible for meeting financial goals, improving 
customer satisfaction, identifying new market opportunities and ensuring regulatory compliance.  
 
Corporate Giving operates the Xcel Energy Foundation, leads the United Way annual workplace giving 
program, and administers employee and volunteer giving programs and corporate contributions. Each 
year we make substantial investments in our communities through grants, workplace giving and matching 
programs, in-kind donations, employee contributions and sponsorships in the areas of Education, 
Environment, Economic Sustainability, and Arts & Culture.  
 
Marketing, provides marketing related support services to Xcel Energy Inc. and its’ subsidiaries.  The 
Marketing organization is comprised of the following major areas:  Demand Side Management (DSM) & 
Renewable Operations, Customer Strategy and Solutions, Market Research and Policy, Product Strategy 
and Development, DSM Strategy and Financial Operations 
 
Business Systems, the technology arm of Utilities and Corporate Services, manages the company’s 
information technology (IT) infrastructure to ensure that technology and security needs are met within the 
context of the enterprise’s business goals. 
 
Human Resources and Employee Services, develops and delivers programs and services that attract 
and retain top talent, enriches the working experience, and provides meaningful career opportunities for 
the employees of Xcel Energy. The organization is responsible for management and maintenance of 
property and facilities, corporate mail, printing services, and facility space utilization, corporate aircraft 
operation and maintenance, and physical security of property and company assets.  Also, the 
organization is responsible for labor relations (including negotiations and administration of the Collective 
Bargaining Agreements), workplace and public safety, Equal Employment Opportunity, and employee 
relations.  
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2016 Walk Forward of Major Cost Drivers 
 

 
 
 
 
 
Labor – Headcount and wages drive the costs of labor. 
 
Consulting – Costs incurred for CAO initiatives where outside expertise is required 
 
Employee Expenses – Employee expenses for travel, continued education, and professional 
conferences.   
 
Donations, Dues, and Fees – includes Xcel Energy Foundation Charitable Contributions. 
 
Other – Includes fleet costs, postage, employee workspace moves/adds/changes, and copiers 
 

Consulting 
7% 

Donations, 
Dues, and Fees 

61% 

Employee 
Expenses 

3% 

Labor 
27% 

Other 
2% 

Chief Administrative Office  
2016 Budget = $13.1M 
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2016 Walk Forward of Major Cost Drivers 
 

 
 
 

 

(Dollars in thousands)
2015 July Year-End Forecast for O&M 5,427$        

Labor and Employee Expenses 47              
Severance paid in 2015 not expected in 2016 47              

Donations, Dues, and Fees 7,724          
Xcel Foundation prefunded in 2014 for 2015 7,724          

Net - Other (56)             (56)             

2016 O&M Budget 13,142$      

Chief Administrative Office: 2016 O&M Budget Chart
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Business Drivers of $7,715 Increase

Utilities and Corporate Services – 4 September 1, 2015 
Chief Administrative Office 



 

2017 Walk Forward of Major Cost Drivers 
 

 
 
 
 
 
 
Labor – Headcount and wages drive the costs of labor. 
 
Consulting – Costs incurred for CAO initiatives where outside expertise is required 
 
Employee Expenses – Employee expenses for travel, continued education, and professional 
conferences.   
 
Donations, Dues, and Fees – includes Xcel Energy Foundation Charitable Contributions. 
 
Other – Includes fleet costs, postage, employee workspace moves/adds/changes, and copiers 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Consulting 
7% 

Donations, 
Dues, and Fees 

60% 

Employee 
Expenses 

3% 

Labor 
28% 

Other 
2% 

Chief Administrative Office   
2017 Budget = $13.2M 

Utilities and Corporate Services – 5 September 1, 2015 
Chief Administrative Office 



 

2017 Walk Forward of Major Cost Drivers 
 

Chief Administrative Office: 2017 O&M Budget Chart 
(Dollars in thousands) 

 
  

2016 O&M Budget    $     13,142  
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Chief Administrative Office 2017 O&M Budget 
Business Drivers of $83K Increase 
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2018 Walk Forward of Major Cost Drivers 

 
 

 
 
 
 
 
Labor – Headcount and wages drive the costs of labor. 
 
Consulting – Costs incurred for CAO initiatives where outside expertise is required 
 
Employee Expenses – Employee expenses for travel, continued education, and professional 
conferences.   
 
Donations, Dues, and Fees – includes Xcel Energy Foundation Charitable Contributions. 
 
Other – Includes fleet costs, postage, employee workspace moves/adds/changes, and copiers 
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2018 Walk Forward of Major Cost Drivers 

 
Chief Administrative Office: 2018 O&M Budget Chart 

(Dollars in thousands) 
 

  
2017 O&M Budget    $     13,225  
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3% Merit Increase              110    
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2018 O&M Budget    $     13,386  
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Chief Administrative Office 2017 O&M Budget 
Business Drivers of $161K Increase 
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Functional Organization Chart 
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Cost Allocation Methodologies 
 
The methods used to distribute costs to a legal entity and utility include: 
 
Operating Company Direct Charges 
Service Company Direct Charges 
Service Company Allocated Charges: 
 

Work 
Order No. Work Order Title Description of Services Provided 

110 Executive - Corporate 
Governance 

Executive - Corporate Governance includes the labor and 
non-labor costs for executive corporate management, long-
term business strategy development and other programs 
that ensure the continuity and development of 
management.  Corporate governance activities are 
generally services that are performed on behalf of all Xcel 
Energy operating companies and affiliates, including Xcel 
Energy Inc.  This is primarily used by the Chief Executive 
Officer, Chief Operating Officer, Chief Administrative 
Officer, the Corporate Secretary and the Aviation 
department. 

182 
 

Xcel Foundation Xcel Foundation services include the labor and non-labor 
costs associated with the management and administration 
of the Xcel Energy Foundation. 

409 
 

Federal Lobbying Federal Lobbying services include the labor and non-labor 
costs for federal and state lobbying activities and the 
federal Political Action Committee (PAC).   

415 Energy Markets - 
Fuel 

Energy Markets Fuel  includes the labor and non-labor costs 
for planning and implementing power supply portfolios to 
provide reliable service to native load and to capitalize on 
market opportunities including purchasing fuel for the 
operating companies' electric generation system (excluding 
nuclear) and resource planning and acquisition including 
purchase power and account management.  This is used by 
Resource Planning in the Chief Administrative Office. 

 
 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a 
centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are 
allocated to the legal entities using allocations.  The particular methods utilized for each service area are described above. 
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Major Business Functions and Key Activities 
 

Introduction 
 

The NSPM President organization consists of the following key areas: Rates & Regulatory Affairs, State 
and Federal Affairs, Customer and Community Relations and HomeSmart. The organization is 
responsible for meeting financial goals, improving customer satisfaction, identifying new market 
opportunities and ensuring regulatory compliance.  

 
Customer Value 
 
The NSPM President organization provides oversight and input into the NSPM business plan developed 
by the operational areas and works to maximize the final results. The business plan is designed with both 
a short and long term views so that immediate issues are addressed without sacrificing the long term 
sustainability of the system. Customers benefit from the integration through the successful execution of 
the plan designed to provide reliable energy and to support the environment.  
 
The Rates & Regulatory Affairs areas provides technical analysis and consulting services on issues that 
impact rate recovery, pricing, regulatory policy and regulatory compliance. These organizations provide 
expert testimony to support company positions in regulatory proceedings and coordinate the preparation 
of expert testimony of subject matter experts in other business areas. Rates & Regulatory Affairs also 
manages ongoing communications with regulators to ensure constructive relationships and sharing of 
timely and accurate information so that both Regulators and Xcel Energy decision makers have the 
necessary facts to understand the implications of their actions on customers, shareholders, employees 
and the industry. 
 
The State and Federal Affairs and Customer and Community Relations departments are responsible for 
the important priority of improving or maintaining the corporate image in the states and communities in 
which Xcel Energy operates. In all of the service territories we serve, the company is a leader in corporate 
giving and employee volunteerism. Each group plays a significant role in engaging managed account 
customers, constituents, and businesses through grass roots efforts and appealing to elected leaders. 
The knowledge gained through these interactions assists the company in shaping strategy in regards to 
legislative bills that are championed, or fought against, to protect the interest of our customers.  
 
HomeSmart is a non-regulated business unit that serves residential utility customers. HomeSmart offers 
appliance repair services, heating and cooling equipment sales and installation, along with sales and 
installation of additional products such as attic insulation, central air conditioners, humidifiers, air 
cleaners, residential photovoltaic and solar thermal systems, and more. HomeSmart’s appliance 
protection services include appliance repair plans, replacement assistance coverage, and an annual 
precision tune-up and safety check plan. 
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2016 Major Cost Drivers 
 

 

 
 
 
 

 
 
2016 Walk Forward of Major Cost Drivers 

  
 

 

 
 
 
 
 
 
 

Advertising , 4% 

Consulting /  
Contract Labor, 

9% 

Donation, Dues 
and Fees, 15% 

Employee 
Expenses, 4% 

Labor, 65% 

Other, 3% 

NSPM President 
2016 Budget $15.5M 

July 2015 Year-End O&M Forecast 15,437$       

Labor 112              

Net Other (13)              

2016 O&M Budget 15,536$       

NSPM President  2016 O&M Chart
(Dollars in Thousands)
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NSPM President 
2016 Budget Business Drivers 

$99K increase, or 0.6% 
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2017 Major Cost Drivers 
 
 

 
 
 
 
 
2017 Walk Forward of Major Cost Drivers 

  
 
 

 
 

Advertising , 4% 

Consulting /  
Contract Labor, 

9% 

Donation, Dues 
and Fees, 15% 

Employee 
Expenses, 4% 

Labor, 65% 

Other, 3% 

NSPM President 
2017 Budget $15.8M 

2016 O&M Budget 15,536$       

Labor

Merit increases 298              

Net Other (19)              

2017 O&M Budget 15,815$       

NSPM President  2017 O&M Chart
(Dollars in Thousands)
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NSPM President 
2017 Budget Business Drivers 

$279K increase, or 1.8% 
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2018 Major Cost Drivers 
 
 

 
 
 
 

 
 
 
 
 
 
 

Advertising , 4% 

Consulting /  
Contract Labor, 9% 

Donation, Dues and 
Fees, 15% 

Employee 
Expenses, 4% 

Labor, 66% 

Other, 3% 

NSPM President 
2018 Budget $16.1M 

2017 O&M Budget 15,815$       

Labor

Merit increases 313              

Net Other 5                  

2018 O&M Budget 16,133$       

NSPM President  2018 O&M Chart
(Dollars in Thousands)
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NSPM President 
2018 Budget Business Drivers 

$318K increase, or 2.0% 
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Functional Organization Chart  
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Major Business Functions and Key Activities 
 
 
Operating Company President - Northern State Power - Minnesota (NSPM) 

 
Customer & Community Service 

• Serves as a single point of contact for regional and local governments regarding outage 
communication, governmental billing and service issues, construction activities, municipal 
franchise renewals, utility service, and community events and activities.   

• Coordinates new customer acquisitions for gas, electric, and builder developer relationships.   
• Provides a single customer service contact for large business customers, assisting them with 

issues such as new service construction, billing, reliability, contracts, and participation in 
Demand Side Management (DSM) programs.   

 
Rates & Regulatory 

• The lead work group for filing and securing approvals of rate cases, resource plans, 
construction applications, compliance filings and other miscellaneous filings before state 
and/or federal regulatory agencies.  

• Leads company efforts in pricing and rate design, fuel cost recovery and various other cost 
recovery mechanisms, regulatory policy analysis, customer contract negotiations, revenue 
forecasting for budgets and long range planning.  Assists Revenue Analysis Group in CFO 
organization in preparing financial analysis and revenue requirements to support various 
internal needs and external company filings with regulatory agencies.   

• Coordinates company participation in state and federal regulatory proceedings. Consults with 
other Xcel Energy regulatory departments and other business areas to support their 
regulatory needs. Acts as liaison between company business areas and regulatory agencies.  

• Determines the appropriate policy direction, alternatives and primary directive for Xcel 
Energy’s regulatory and legislative strategy.  Takes lead in securing regulatory approval of 
initiatives to meet legislative mandates. 

 
State Affairs 

• Internal legislative policy development and issues management. 
• Informs management and internal customers of political and policy trends and developments. 
• Manages state-level policy development to create positive outcomes for the company.  
• Develops and maintain relationships with public officials and staff. 
• Lobbies elected officials and reports lobbying activities. 
• Operates, expands, and reports activities of Xcel Energy political action committees, as 

required/authorized by law. 
• Educates employees on policy issues and election activities. 

 
HomeSmart 

• Offers appliance repair services (including appliance repair plans, replacement assistance 
coverage, and annual precision tune-up & safety checks) to residential utility customers 
through the non-regulated HomeSmart business. 

• Offers one-time repair services to residential Xcel Energy customers who are not currently 
HomeSmart members. 

• Offers heating, ventilation and air conditioning equipment sales and installation to residential 
customers. 

• Offers additional equipment sales and installation (i.e.; attic insulation, photovoltaic and solar 
thermal systems, humidifiers, air cleaners and more) to residential customers 
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Cost Allocation Methodologies 
 
The methods used to distribute costs to legal entity and utility. 
 
Operating Company Direct Charges: 
 
Whenever possible, the Revenue Group direct charges items to the specific legal entities for which 
the service was performed or cost incurred.   
 
Service Company Direct Charges: 
 
The Revenue Group direct charges labor and non-labor to the specific legal entity for which the 
services were performed or costs incurred.  When direct charging is not practical the allocations 
shown below are used. 
 
Service Company Allocated Charges: 
 

Subledger 
Code Description of Services Provided 

110 Executive Corporate Governance includes the labor and non-labor costs for executive corporate 
management, long-term business strategy development and other programs that ensure the continuity 
and development of management.  Corporate governance activities are generally services that are 
performed on behalf of all Xcel Energy operating companies and affiliates, including Xcel Energy Inc. 

121 Accounting & Reporting -  Corporate Governance includes the labor and non-labor costs associated with 
preparing and filing consolidated reporting and financial statements, preparing consolidated budgets, 
completing the consolidation process, maintaining the books and records of Xcel Energy Inc. and Service 
Company, composing the corporate-wide regulatory accounting policy and compliance, Sarbanes-Oxley 
(SOX) documentation and compliance, and Chief Financial Officer activities related to the Audit 
Committee.  Provides financial leadership to Xcel Energy and provides policies, controls, and leadership 
to the Financial Operations business area. 

417 Rates & Regulation includes the labor and non-labor costs for determining the regulated utilities' revenue 
requirements and rates for electric and gas customers regulatory strategy, coordinating the regulatory 
compliance requirements, establishing and maintaining relationships with regulatory bodies, policy 
development of regulatory and legislative strategy,  preparing and organizing rate case filings 

 
 
 
 
 
 
 
 
 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a 
centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are 
allocated to the legal entities using allocations.  The particular methods utilized for each service area are described above. 

Utilities and Corporate Services - 11 September 1, 2015 
NSPM President 



M
arketing 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2016 - 2018 Budget Documentation 
 

Utilities and Corporate Services 
 

Marketing 
 

September 1, 2015 



 

Major Business Functions and Key Activities 
 
 

Introduction 
 
Marketing, part of Xcel Energy Services Inc., provides marketing related support services to Xcel Energy 
Inc. and its’ subsidiaries.  The Marketing organization is comprised of the following major areas:  Demand 
Side Management (DSM) & Renewable Operations, Customer Strategy and Solutions, Market Research 
and Policy, Product Strategy and Development, DSM Strategy and Financial Operations 
 
Customer Value 
 
Engage customers and stakeholders through a variety of means. The Marketing area is committed to 
customer engagement and understanding what’s important in terms of value, environmental objectives, 
and interaction. A variety of customer choice and energy efficiency programs accomplishes this goal from 
Saver Switch offerings to Demand Side Management (DSM) to on-line customer interaction to load 
management. Energy choices are provided in order to create value for our customers and our company. 
 
We foster employee engagement through internal and external civic and political programs that are in 
support of building a company-wide engagement network.  We are also responsible for raising employee 
awareness of key stakeholder issues and educating them about issues of critical importance to the 
company and utility industry. 
 
Key strategic initiatives include: 

 Give Customers More Options 
 Provide competitively priced generation and smart integration of all generation sources 
 Improve customer experience and increase customer choice 
 Attract and retain key customers 
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Marketing – 2016 O&M Budget Major Cost Drivers 
 

 
 

Labor – Labor is made up of exempt and benefit personnel to perform key activities described under the 
Major Business and Key Activities section. 
 
Employee Expenses and Office Supplies – Employee expenses including travel, continuing education, 
and office supplies.   

 
Customer Choice Programs – Consulting, Outside Vendor and Services includes DSM and eBusiness 
efforts and promotions. 
 
Other – Other expenses include postage and materials. 
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2016 Walk Forward of Major Cost Drivers 

 
 

 
 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

July 2015 Forecast for O&M 9,032 

Labor 55 
3% Merit Increase 55 

Non-Labor 62 
Customer Choice Programs 62 

2016 O&M Budget 9,149 

Marketing: 2016 O&M Budget Chart
(Dollars in Thousands)
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Marketing 2016 O&M Budget 
Business Drivers of $117 Increase 
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2017 Walk Forward of Major Cost Drivers 
 

 
Marketing – Operating Company 2017 O&M Budget Major Cost Drivers 
 

 
 
 
Labor – Labor is made up of exempt and benefit personnel to perform key activities described under the 
Major Business and Key Activities section. 
 
Employee Expenses and Office Supplies – Employee expenses including travel, continuing education, 
and office supplies.   

 
Customer Choice Programs – Consulting, Outside Vendor and Services includes DSM and eBusiness 
efforts and promotions. 
 
Consulting, Outside Vendor and Services – Consulting, Outside Vendor and Services includes DSM 
and eBusiness efforts and promotions. 
 
Other – Other expenses include online information services and materials. 
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2017 Walk Forward of Major Cost Drivers 
 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

2016 O&M Budget 9,149 

Base Labor 96 
3% Merit Increase 96 

2017 O&M Budget 9,244 

Marketing: 2017 O&M Budget Chart
(Dollars in Thousands)
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Marketing 2017 O&M Budget 
Business Drivers of $96 Increase 
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Marketing – Operating Company 2018 O&M Budget Major Cost Drivers 
 

 
 
Labor – Labor is made up of exempt and benefit personnel to perform key activities described under the 
Major Business and Key Activities section. 
 
Employee Expenses and Office Supplies – Employee expenses including travel, continuing education, 
and office supplies.   

 
Customer Choice Programs – Consulting, Outside Vendor and Services includes DSM and eBusiness 
efforts and promotions. 
 
Consulting, Outside Vendor and Services – Consulting, Outside Vendor and Services includes DSM 
and eBusiness efforts and promotions. 
 
Other – Other expenses include online information services and materials. 
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2017 Walk Forward of Major Cost Drivers 
 

 
 

  

2017 O&M Budget 9,244 

Base Labor 101 
3% Merit Increase 101 

2018 O&M Budget 9,346 

Marketing: 2018 O&M Budget Chart
(Dollars in Thousands)
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Marketing 2018 O&M Budget 
Business Drivers of $101 Increase 
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Major Business Functions and Key Activities 
 
Marketing, part of Xcel Energy Services Inc., provides a variety of support services to Xcel Energy Inc. 
and its subsidiaries.  These services are provided in accordance with Service Agreements entered into 
with each subsidiary.  The Service Agreements are administered in accordance with Federal Energy 
Regulatory Commission (FERC) regulations. 
 
DSM & Renewable Operations 
 
Major Functions 
 
DSM & Renewable Operations manages and promotes products to the residential and business markets 
to promote the adoption of energy efficiency, conservation, load management and renewable 
products.  In addition, the organization builds and obtains approvals for plans that meet goals regulated 
by various Public Utility Commissions.   

 
Key Activities 

• Market residential, commercial and industrial electric and gas demand response programs 
• Market residential, commercial and industrial renewable energy programs 
• Monitor and report on product penetration 
• Work with sales channels to promote active products to the consumer and business markets 
• Evaluate current DSM programs and achievements to meet customer and regulator needs 
 

DSM Strategy and Financial Operations 
 
Major Functions 
 
DSM Strategy and Financial Operations formulates strategies to optimize DSM portfolios in all 
jurisdictions, analyze gaps between future regulatory goals and current state operations, and provide 
direction to close gaps by assisting new product development and changes to existing programs.  DSM 
Strategy and Planning takes a future perspective of DSM goals and market conditions and assists in 
shaping regulatory policy.  

 
Key Activities 

• Oversee research and analysis regarding energy efficiency potential in various markets 
• Reviews future DSM goal gap analysis to provide direction to DSM Operations 
• Determine feasibility and profitability of product concepts 
• Provide technical support to product portfolios 
• Provide DSM and customer sited distributed generation strategy and policy direction 
 

Market Research & Policy 
 
Major Functions 
 
Market Research and Policy develops and executes strategies associated with market research, 
marketing and product intelligence, and product policy.  

 
Key Activities 

• Execute market research with specific focus on customer engagement, product development, 
communication effectiveness, and customer transactions  

• Monitor and report on customers’ perception of the satisfaction, value, and trust 
• Conduct business intelligence to inform and guide product & policy development and customer 

engagement 
• Catalog and synthesize market research and intelligence in order to deliver comprehensive 

insights to teams throughout Xcel Energy 
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Major Business Functions and Key Activities 
 
• Identify policy risks and opportunities related to customer products; develop company positions to 

align internally and interact with policymakers 
 

Product Strategy and Development 
 
Major Functions 
 
Product Strategy and Development coordinates the development of our retail customer strategy.  The 
department also designs and develops products for the residential and business markets to promote 
the adoption of energy efficiency, conservation, load management alternative transportation and 
renewable products. Additionally, the department coordinates emerging technology research and pilot 
program management.   
 
Key Activities 
• Oversee the development of Xcel’s retail market customer strategy 
• Design and develop products that meet customer and regulator needs  
• Determine feasibility and profitability of product concepts 
• Provide DSM and renewable energy strategy and policy direction 
 
Customer Strategy and Solutions 
 
Major Functions 
 
Customer Strategy and Solutions coordinates the delivery of our retail customer strategy.  The 
department also delivers products for the residential and business markets and promotes the 
adoption of billing, payment, specialty rates and renewable offerings.  Other responsibilities include 
strategy development, performance analytics, customer experience, customer digital experience, and 
education and outreach. 
 
Key Activities 
• Oversee the delivery of Xcel’s retail market customer strategy 
• Oversee research and analysis regarding energy efficiency potential in various markets 
• Deliver products that meet customer and regulator needs  
• Provide technical and financial support to product portfolios 
• Deliver DSM and customer sited distributed generation strategy and policy 
• Guide the customer experience strategy focusing on the 4 moments that matter 
• Development and execution of Xcel Energy’s digital strategy 
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Cost Allocation Methodologies 
 
The methods used to distribute costs to legal entity and utility include: 
 
Operating Company Direct Charges: 
 
Marketing direct charges non-labor costs to the specific legal entity for which the services were 
performed or costs incurred.   
 
Service Company Direct Charges: 
 
Service Company charges are direct charged whenever possible.  Marketing direct charges most 
labor and non-labor costs to the specific legal entity for which the services were performed or costs 
incurred.   
 
Service Company Allocated Charges:  
 
When direct charging is not practical, or where services performed are not specifically related to a 
legal entity, Marketing allocates labor and non-labor costs to the legal entities benefiting from the 
services performed or costs incurred.   
 

Subledger 
Code Description 
412 

 
Marketing & Sales services includes the labor and non-labor costs for 
marketing and sales services for the operating companies for their customers 
including strategic planning, segment identification, business analysis, sales 
planning, customer service, promoting products to the business market, and 
providing regulatory and policy support with respect to utility Energy 
Efficiency and Demand Response program design, evaluation, measurement 
and verification, cost effectiveness testing , and cost recovery.  This is 
primarily used by the Marketing area. 

447 
 

Customer Billing FERC 903 includes the labor and non-labor costs related to 
the delivery of billing statements, letters and notices to Xcel customers 
including postage and outside services costs, oversight and administration of 
customer billing area, research of  billing exceptions, providing escalated 
customer service assistance with regard to billing issues resolution, and 
process remittances and receivables. This allocation is used when all four 
jurisdictions are benefiting from the services 

 
 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a 
centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are 
allocated to the legal entities using allocations.  The particular methods utilized for each service area are described above. 
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Major Business Functions and Key Activities 
 
Introduction 
 
The Chief Executive Officer (CEO) business area includes the CEO and support staff and the 
budget for the Chairman’s Fund.   
 
Customer Value 
 
The Chief Executive Officer oversees the vision, mission, values and strategic call to action of 
Xcel Energy: 
 
The Xcel Energy Vision 
We will be the preferred and trusted provider of the energy our customers need. 
 
Our Mission Statement 
We provide our customers the safe, clean, reliable energy services they want and value at a 
competitive price. 
 
Values 
Our values reflect our core beliefs — who we are, how we conduct our business and the 
importance of our customers. We commit to: 
• Ensure safety for ourselves, our coworkers and the public 
• Work productively and create a challenging and rewarding workplace 
• Treat all people with respect 
• Conduct all our business in an honest and ethical manner 
• Work together to serve our customers 
• Be accountable to each other for doing our best 
• Promote a culture of diversity and inclusion 
• Protect the environment 
• Achieve operational excellence 

 
Strategic Call to Action 
We will think and act like a competitive business so that our customers want us to be their energy 
provider. We will:  
• Bend our cost curve while continuing our drive to operational excellence  
• Offer our customers and communities more services and options that they want and value  
• Make smart investments that position us for the future  
• Become more engaged than ever with our customers, communities, and policymakers 

 
 
The Chairman's Fund contributions enhance Xcel Energy's leadership in emerging utility 
technologies, allowing for recognized involvement in projects that hold strategic, environmental, 
relationship and/or public relations value. 
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Chief Executive Officer – Xcel Total 2016 O&M Budget Major Cost Drivers 
  
 

 
 
Corporate Dues:  Corporate dues include the Edison Electric Institute, the American Gas 
Association, the American Wind Energy Association, the National Association of Manufacturers, 
the United States Chamber of Commerce and the Itasca Project.  The portion of corporate dues 
used for lobbying is not recovered from rate payers. 
 
Chairman’s Fund contributions and sponsorships are not recovered from rate payers.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Corporate Dues, 
Donations & Fees 

55% 

Chairman's Fund 
18% 

Labor 
24% 

Other 
3% 

Chief Executive Officer Xcel Total 
2016 Budget = $5.4M 

Chief Executive Officer 3 September 1, 2015 



   
2016 Walk Forward of Major Cost Drivers 
 
 

 
 

 
 

2015 July Year-End O&M Forecast 4,787$     

Chairman's Fund 90

Corporate dues

219

Lobbying portion of corporate dues not recoverable from rate payers 203
Other Corporate Dues 51

Net Other 70

2016 O&M Budget 5,421$     

Chief Executive Officer Xcel Total 2016 O&M Budget Chart
(Dollars in Thousands)

Electric Utility Association corporate dues primarily for the Edison Electric 
Institute assessment based on revenue, customers and generation capacity
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Chief Executive Officer 
2016 O&M Budget Business Drivers 

$0.6M Increase, or 13.2% 
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Chief Executive Officer – Xcel Total 2017 O&M Budget Major Cost Drivers 
 
 

 
 
Corporate Dues:  Corporate dues include the Edison Electric Institute, the American Gas 
Association, the American Wind Energy Association, the National Association of Manufacturers, 
the United States Chamber of Commerce and the Itasca Project.  The portion of corporate dues 
used for lobbying is not recovered from rate payers. 
 
Chairman’s Fund contributions and sponsorships are not recovered from rate payers.   

Corporate Dues, 
Donations & Fees 

55% 

Chairman's Fund 
18% 

Labor 
24% 

Other 
3% 

Chief Executive Officer Xcel Total 
2017 Budget = $5.5M 
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2017 Walk Forward of Major Cost Drivers   
 
 

 
 

 
 
 

2016 O&M Budget 5,421$     

Corporate dues

36

Other Corporate Dues 21

Net Other 42

2017 O&M Budget 5,521$     

Chief Executive Officer Xcel Total 2017 O&M Budget Chart
(Dollars in Thousands)

Electric Utility Association corporate dues primarily for the Edison Electric 
Institute assessment based on revenue, customers and generation capacity
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Chief Executive Officer 
2017 O&M Budget Business Drivers 

$0.1M Increase, or  1.8% 
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Chief Executive Officer – Xcel Total 2018 O&M Budget Major Cost Drivers 
 

 
 
 
Corporate Dues:  Corporate dues include the Edison Electric Institute, the American Gas 
Association, the American Wind Energy Association, the National Association of Manufacturers, 
the United States Chamber of Commerce and the Itasca Project.  The portion of corporate dues 
used for lobbying is not recovered from rate payers. 
 
Chairman’s Fund contributions and sponsorships are not recovered from rate payers.   

Corporate Dues, 
Donations & Fees 

55% 

Chairman's Fund 
18% 

Labor 
24% 

Other 
3% 

Chief Executive Officer Xcel Total 
2018 Budget = $5.6M 
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2018 Walk Forward of Major Cost Drivers   
 
 

 
 

 
 

2017 O&M Budget 5,521$     

Corporate dues

37

Other Corporate Dues 22

Net Other 45

2018 O&M Budget 5,625$     

Electric Utility Association corporate dues primarily for the Edison Electric 
Institute assessment based on revenue, customers and generation capacity

Chief Executive Officer Xcel Total 2018 O&M Budget Chart
(Dollars in Thousands)
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Chief Executive Officer 
2018 O&M Budget Business Drivers 

$0.1M Increase, or 1.9% 
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Chief Executive Officer Organization Chart 
 

Chairman, President
and Chief Executive Officer
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Cost Allocation Methodologies  
  
The methods used to distribute costs to legal entity and utility. 
 
Operating Company Direct Charges: 
 
Whenever possible, the CEO organization direct charges items to the specific legal entities for 
which the service was performed or cost incurred.   
 
Service Company Direct Charges: 
 
The CEO organization direct charges labor and non-labor to the specific legal entity for which the 
services were performed or costs incurred.  When direct charging is not practical the allocations 
shown below are used. 
 
Service Company Allocated Charges: 
 

Functional Area Subledger 
Code 

 
Description 

CEO and 
Chairman’s Fund 110 

Executive - Corporate Governance includes the labor and 
non-labor costs for executive corporate management, long-
term business strategy development and other programs that 
ensure the continuity and development of management.  
Corporate governance activities are generally services that 
are performed on behalf of all Xcel Energy operating 
companies and affiliates, including Xcel Energy Inc.   

CEO 123 

Accounting - Operating Companies includes the labor and 
non-labor costs associated with operating company revenue 
accounting, budgeting, regulatory reporting, sales and use 
taxes, business area support for utility areas, operating 
company budgeting support, and capital asset accounting.   

CEO and 
Chairman’s Fund 127 

Acctg, Rptg, Tax - OpCos Elec includes the labor and non-
labor costs associated specifically with operating company 
electric utility revenue accounting, budgeting, regulatory 
reporting, sales and use taxes, business area support for 
utility areas, operating company budgeting support, and 
capital asset accounting.   

 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the 
relevant operating company pays insurance premiums for operating-company-specific policies.  These premiums are 
shown as direct charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be 
determined or which are incurred on behalf of all operating companies.  For example, general Budgeting services are 
provided on a centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these 
services are allocated to the legal entities using allocations.  The particular methods utilized for each service area are 
described above. 
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Major Business Functions and Key Activities 
 
 

Introduction 
 

The Corporate Secretary and Executive Services organization is a part of Xcel Energy Services Inc. and 
provides a variety of support services to Xcel Energy Inc. and its subsidiaries.  
 
Services include planning and execution of internal and external communications, brand and advertising, 
management of Board of Director’s and Shareholder’s meetings and Director compensation and recruitment, 
corporate strategy and business planning, culture change efforts, enterprise continuity, information governance, 
corporate ethics development, distribution, and compliance.  

 
Customer Value 
The Corporate Secretary and Executive Services function provides services that help further corporate 
objectives and deliver quality service to our customers. Below is a summary by business area:  
 
Strategy and Planning  
Our corporate strategy and planning function helps facilitate our corporate strategy and ensure that our goals, 
metrics and business plans focus on the long term stability of our organization. This team also provides 
competitive intelligence analysis, industry assessments and benchmarking studies.  
 
Corporate Secretary/Chief of Staff Office  
Our culture change and employee engagement programs, called the Strategic Call to Action and Positive Effect 
are housed within this team. These programs promote employee awareness of the need to change in a time of 
industry transition- with a significant emphasis understanding and meeting our customers’ needs. This team 
also assists with executive outreach and operations of the CSES organization.  
 
The Corporate Secretary manages all shareholder relations and Board of Director activities, governance, 
recruitment, and meetings. 
 
Corporate Compliance and Business Conduct (CCBC) 
Our corporate compliance and business conduct team ensures governance of our customer and corporate 
information and oversees our corporate compliance program. They also ensure continuity of our business 
should a corporate event, significant natural disaster or other event compromises our ability to serve customers.  
 
Strategic Communications - Corporate 
This team provides overall governance of our external brand and reputational messaging. They provide 
guidance and strategy on how we address critical issues and how we position Xcel Energy within our industry, 
with our customers and the communities that we serve. They also provide executive-level support in CEO 
communications, investor relations and messaging and branding around our growth efforts.  
 
Jurisdictional Communications – North and South 
Our jurisdictional communications teams are dedicated to effectively communicating relevant jurisdictional 
information to our customers. Their efforts range from helping customers understand elements of a rate case, 
our stance on important issues being decided by our state regulators or the products and services that we offer 
in that region.  
 
Corporate Communications Services  

This team ensures quality communications across the organization. They provide communications services 
support to major business areas including: writing, graphic design, video production, senior leadership 
meeting and event planning as well as supporting the internal communications channels. 
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CSES 2016 O&M Major Cost Categories 
 

 

 
 
Labor – Labor is made up of exempt, benefit and non-benefit personnel to perform the key activities 
described under the Major Business and Key Activities section.  
 
Advertising – Includes development and execution of corporate brand and advertising campaigns aimed at 
helping our customers understand the services and products that we offer, to promote our environmental 
leadership, safety messages and to enhance brand awareness and reputation in the jurisdictions we serve.  
 
 
Brand Sponsorship – Comprised of Xcel Energy Center naming rights as well as partnerships with other 
sporting venues to promote Xcel Energy’s brand, reputation, jurisdictional messaging, energy efficiency 
programs and environmental leadership.  
 
Director’s Fees – Board of Director compensation, meeting and travel expense 
 
Consulting – Board of Directors related consulting including recruiting costs to fill open director positions 
and compensation studies.  These costs may also fluctuate due to the requirements of the Board of Director 
functions and depending on the nature of the consulting needs. Consulting is also comprised of services 
provided for our public relations, culture change effort and executive communications efforts.  
 
Other – Includes license fees and permits, fleet costs, postage, and professional association fees. 
 
Contract Labor – Contract labor is used to supplement workload in our graphic designer, video, national 
media and brand ad areas. Contractors are also secured by our Education and Outreach team to promote 
Xcel Energy at sponsored events. Supplementing our workforce with contractors helps meet changing 
needs of internal and external customers while giving flexibility with how staffing resources are managed 
over the long term.  
 
 
 
 
 
 

Directors Fees 
10% 

Brand 
Sponsorship 

21% 

Advertising 
23% 

Shareholder 
Related 

3% 
Labor 
28% 

Consulting 
5% 

Employee 
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2% 

Donations, Dues 
and Fees 

1% 
Contract Labor 

2% Other 
5% 

Corporate Secretary OpCos 
2016 O&M Budget = $28.7M 
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2016 Walk Forward of Major Cost Drivers 
  

 

 
 
 

 
 
Contract Labor – The re-organization in 2015 caused the need for a higher level of contract labor in 2015. 
By 2016 the design is to have a more stable workforce situation which will allow for a reduction in contract 
labor. 
 
Consulting – Board of Directors related consulting including recruiting costs to fill open director positions 
and compensation studies.  These costs may also fluctuate due to the requirements of the Board of Director 
functions and depending on the nature of the consulting needs. Consulting is also comprised of services 
provided for our public relations, culture change effort and executive communications efforts.  

2015 July Year-End O&M Forecast 28,124

Base Labor 333
Base Labor with Merit Increase 230
Updated workforce plan 103

Brand Sponsorship 381
Advertising 34
Employee Expenses 54
Donations, Dues and Fees 52
Contract Labor (614)
Consulting 105
Online Information Services 128

Other Expenses 106

2016 O&M Budget 28,702

Corporate Secretary 2016 O&M
(Dollars in Thousands)
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Corporate Secretary 2016 O&M Budget  
Business Drivers 

$578K increase, or 2.1% 
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2016 Walk Forward of Major Cost Drivers 

 
 
Online Information Services – Predominantly driven by SNL Financial subscription. This is a subscription 
service that provides premier information in breaking news, financial data and expert analysis on business 
sectors critical to the global economy. 
 
Other – Includes employee expense, license fees and permits, fleet costs, postage, and professional 
association fees. 
 
Labor – Administration of Corporate Secretary and Executive Services functions. In 2015 this area had a 
significant reorganization that caused the average headcount (excluding non-benefit) to be 87 for the July 
forecast with a year-end number of 96. In 2016 the budget is at a headcount of 96 for the entire year. 
 
Brand Sponsorship – Comprised of Xcel Energy Center naming rights as well as partnerships with other 
sporting venues to promote Xcel Energy’s brand, reputation, jurisdictional messaging, energy efficiency 
programs and environmental leadership. The increase is primarily due to contractual increase to the Xcel 
Energy Center. 
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CSES 2017 O&M Major Cost Categories 
 

 
 
Labor – Labor is made up of exempt, benefit and non-benefit personnel to perform the key activities 
described under the Major Business and Key Activities section.  
 
Advertising – Includes development and execution of corporate brand and advertising campaigns aimed at 
helping our customers understand the services and products that we offer, to promote our environmental 
leadership, safety messages and to enhance brand awareness and reputation in the jurisdictions we serve.  
 
Brand Sponsorship – Comprised of Xcel Energy Center naming rights as well as partnerships with other 
sporting venues to promote Xcel Energy’s brand, reputation, jurisdictional messaging, energy efficiency 
programs and environmental leadership.  
 
Director’s Fees – Board of Director compensation, meeting and travel expense 
 
Consulting – Board of Directors related consulting including recruiting costs to fill open director positions 
and compensation studies.  These costs may also fluctuate due to the requirements of the Board of Director 
functions and depending on the nature of the consulting needs. Consulting is also comprised of services 
provided for our public relations, culture change effort and executive communications efforts.  
 
Other – Includes license fees and permits, fleet costs, postage, and professional association fees. 
 
Contract Labor – Contract labor is used to supplement workload in our graphic designer, video, national 
media and brand ad areas. Contractors are also secured by our Education and Outreach team to promote 
Xcel Energy at sponsored events. Supplementing our workforce with contractors helps meet changing 
needs of internal and external customers while giving flexibility with how staffing resources are managed 
over the long term.  
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2017 Walk Forward of Major Cost Drivers 
 
 

 
 

 
 

 
Consulting – Board of Directors related consulting including recruiting costs to fill open director positions 
and compensation studies.  These costs may also fluctuate due to the requirements of the Board of Director 
functions and depending on the nature of the consulting needs. Consulting is also comprised of services 
provided for our public relations, culture change effort and executive communications efforts.  
 
Other – Includes employee expense, license fees and permits, fleet costs, postage, and professional 
association fees. 
 
Director’s Fees – Board of Director compensation, meeting and travel expense 
 
 
 
 

2016 O&M Budget 28,702

Base Labor 238
Base Labor with Merit Increase 238

Directors Fees 74
Brand Sponsorship 222
Consulting (191)

Other Expenses (48)

2017 O&M Budget 28,997

Corporate Secretary 2017 O&M
(Dollars in Thousands)
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Corporate Secretary 2017 O&M Budget  
Business Drivers 

$295k increase, or 1% 
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2017 Walk Forward of Major Cost Drivers 
 
 
Brand Sponsorship – Comprised of Xcel Energy Center naming rights as well as partnerships with other 
sporting venues to promote Xcel Energy’s brand, reputation, jurisdictional messaging, energy efficiency 
programs and environmental leadership. The increase is primarily due to contractual increase to the Xcel 
Energy Center. 
 
Labor – Administration of Corporate Secretary and Executive Services functions. 
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CSES 2018 O&M Major Cost Categories 
 

 
 
Labor – Labor is made up of exempt, benefit and non-benefit personnel to perform the key activities 
described under the Major Business and Key Activities section.  
 
Advertising – Includes development and execution of corporate brand and advertising campaigns aimed at 
helping our customers understand the services and products that we offer, to promote our environmental 
leadership, safety messages and to enhance brand awareness and reputation in the jurisdictions we serve.  
 
Brand Sponsorship – Comprised of Xcel Energy Center naming rights as well as partnerships with other 
sporting venues to promote Xcel Energy’s brand, reputation, jurisdictional messaging, energy efficiency 
programs and environmental leadership.  
 
Director’s Fees – Board of Director compensation, meeting and travel expense 
 
Consulting – Board of Directors related consulting including recruiting costs to fill open director positions 
and compensation studies.  These costs may also fluctuate due to the requirements of the Board of Director 
functions and depending on the nature of the consulting needs. Consulting is also comprised of services 
provided for our public relations, culture change effort and executive communications efforts.  
 
Other – Includes license fees and permits, fleet costs, postage, and professional association fees. 
 
Contract Labor – Contract labor is used to supplement workload in our graphic designer, video, national 
media and brand ad areas. Contractors are also secured by our Education and Outreach team to promote 
Xcel Energy at sponsored events. Though the use of contract labor will decline with our recent 
reorganization, there are still several full time positions that are currently filled with contractors. 
Supplementing our workforce with contractors helps meet changing needs of internal and external 
customers while giving flexibility with how staffing resources are managed over the long term.  
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CSES 2018 O&M Major Cost Categories 
 

 
Other – Includes employee expense, license fees and permits, fleet costs, postage, and professional 
association fees. 
 
Director’s Fees – Board of Director compensation, meeting and travel expense 
 
Labor – Administration of Corporate Secretary and Executive Services functions. 
 
Advertising – Includes development and execution of corporate brand and advertising campaigns aimed at 
helping our customers understand the services and products that we offer, to promote our environmental 
leadership, safety messages and to enhance brand awareness and reputation in the jurisdictions we serve.  
 

 
2018 Walk Forward of Major Cost Drivers 

 
 

Corporate Secretary 2018 O&M 
(Dollars in Thousands) 

2017 O&M Budget   28,997 
      
Base Labor   249 

3% Merit increase 249   
      

Advertising   314 
Directors Fees   78 
      
Other Expenses   2 
      
2018 O&M Budget   29,640 
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Corporate Secretary 2018 O&M Budget  
Business Drivers 

$643K increase, or 2.2% 
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Functional Organizational Chart 
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Major Business Functions and Key Activities 
 
Corporate Secretary 

• Maintains responsibility for managing Xcel Energy Board of Directors and Shareholder Relations. 
• Plans and executes corporate and subsidiary Board of Directors meetings, annual meetings, proxy, and 

shareholder proposals. 
• Serves as Corporate Compliance Officer (Code of Conduct, Delegation of Authority, Securities Trading, 

etc.). 
• Prepares regulatory filings to comply with federal SEC, FERC and state jurisdiction requirements.  

 
Strategic Communications- Corporate-- This group will focus primarily on external-facing communications at 
the corporate level. This includes:  

• Executive Communications   
• Corporate Public Relations   
• Growth Strategy   
• Investor Relations 
• Centralized Brand/Ad Function  
• Environmental Communications  
• National Media  
• Centralized Sponsorship Function  

 
Strategic Communications- North and South-- These groups focus primarily on external-facing 
communications in their region. This includes:  

• Supporting the OpCos in their external communications, public relations, social media & outreach  
• Organizing DSM teams to match customer alignment, and leveraging these channels to  

further the strategy within that jurisdiction. 
 
Corporate Communications Services-- This organization is a communications service center, focused 
primarily on serving internal clients but also putting a greater priority to the preparation of materials needed to 
support Strategic Communications and external communications. This includes:  

• Employee communications 
• Internal client services 
• Digital channels 
• Video production 
• Graphic design 
• Webcast and event planning for senior leaders 

 
CCBC Office -- This team provides the following functions:  

• Corporate compliance 
• Enterprise continuity  
• Information management/security 
 

Corporate Strategy and Planning -- This function includes:  
• Business planning 
• Executive committee and strategy development support 
• Competitive intelligence 
• Annual strategy meeting planning and support  
 

Chief of Staff Office -- This function includes:  
• Strategic Call to Action and Positive Effect and competitive-mindset/culture change function 
• Supports the CEO’s extended staff meeting 
• Plans the CEO’s competitive luncheon sessions and other functions in support of the executive office 
• Supports the Corporate Secretary and Executive services budgetary and administrative operations 
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Cost Allocation Methodologies 
 
 
The allocation methods used to distribute costs to legal entity and utility are: 
 

Operating Company Direct Charges: 
Whenever possible, Corporate Secretary and Executive Services direct charges items to the 
specific legal entities for which the service was performed or cost incurred.  Employee labor, 
expenses, advertising dollars and certain license, fees and permits are charged directly, when 
appropriate. 
 
Service Company Direct Charges: 
Whenever possible, Corporate Secretary and Executive Services direct charges items to the 
specific legal entities for which the service was performed or cost incurred. Employee labor, 
expenses, advertising dollars and certain license, fees and permits are charged directly. 
 
Service Company Allocated Charges: 
When direct charging is not practical, or where services performed are not specifically related to a 
legal entity, Corporate Secretary and Executive Services allocates labor and non-labor costs to the 
legal entities benefiting from the services performed or costs incurred using the allocators listed 
below.  Cost allocators are updated annually, or when necessary, to reflect current data and 
corporate structure. 

 
Function Area Subledger Description 

Corporate Compliance, 
Corporate Secretary, 
Corporate Strategy, 
Strategy Perf and 

Asset Mgmt 

110 

Executive - Corporate Governance includes the labor and 
non-labor costs for executive corporate management, long-

term business strategy development and other programs that 
ensure the continuity and development of management.  

Corporate governance activities are generally services that 
are performed on behalf of all Xcel Energy operating 

companies and affiliates, including Xcel Energy Inc.  This is 
primarily used by the Chief Executive Officer, Chief 

Operating Officer, Chief Administrative Officer, the Corporate 
Secretary and the Aviation department. 

Corporate Secretary 114 

Board of Directors  - Corporate Governance includes the 
labor and non-labor costs related to the  Board of Directors 
(BOD).  BOD costs may include Directors fees, retirement 

expenses and replacement fees; Board/Committee meetings 
and BOD related consulting. Corporate governance activities 

are generally services that are performed on behalf of all 
Xcel Energy operating companies and affiliates, including 
Xcel Energy Inc.  This allocator is primarily used by the 
Corporate Secretary/Shareholder Relations department. 

Corporate Secretary, 
Shareholder Relations 115 

Shareholder - Corporate Governance includes the labor and 
non-labor costs for serving as liaison between Xcel Energy 
BOD and the shareholders, manages employee/executive 
stock award matters, liaison between Xcel Energy and the 
proxy advisory group, monitoring stock ownership patterns, 

planning shareholder meetings, coordinating the transfer 
agent and shareholder record keeping functions.  Corporate 

governance activities are generally services that are 
performed on behalf of all Xcel Energy operating companies 

and affiliates, including Xcel Energy Inc.  This allocator is 
primarily used by the Corporate Secretary/Shareholder 

Relations department. 
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Function Area Subledger Description 

Corporate Strategy, 
Corporate Compliance, 

Corporate Strategy 
161 

Corporate Strategy & Business Development  - Corporate 
Governance includes the labor and non-labor costs 

associated with providing leadership for the implementation 
of company-wide business strategies and plans; portfolio 

management including the evaluation of potential 
opportunities for mergers, acquisitions and divestitures; 

providing financial, analytical and reporting support; 
researching and providing business intelligence information.  
Corporate governance activities are generally services that 

are performed on behalf of all Xcel Energy operating 
companies and affiliates, including Xcel Energy Inc. This 
allocator is primarily used by the Portfolio Strategy area. 

Corporate Strategy, 
Strategic 

Communications 
162 

Corp Strategy & Bus Dev - OpCo services includes the labor 
and non-labor costs associated with studying developing and 

demonstrating new energy technologies for future utility 
uses; providing operating company strategy and planning 

support, and providing leadership for Xcel Energy's 
renewable energy strategy and business development. This 
allocator is primarily used by the Portfolio Strategy business 

area. 

Corporate Secretary, 
Shareholder Relations 171 

Legal services Corporate Governance includes the labor and 
non-labor costs for anticipating and fulfilling the legal needs 
of Xcel Energy, its Board of Directors, officers, legal entities, 

business areas and corporate operations to protect the 
company's assets and to minimize potential liability.  

Provides services related to labor and employment law 
pertaining to Service Company employees, litigation, 

contracts, rates and regulation, environmental matters and 
other legal matters.  Supports Xcel Energy and its 

subsidiaries in fulfilling corporate and business area 
strategies ranging from maintaining/improving regulatory 
relationships to continued leadership on environmental 
issues.   Corporate governance activities are generally 
services that are performed on behalf of all Xcel Energy 

operating companies and affiliates, including Xcel Energy 
Inc.  This allocator is primarily used by the General Counsel 

area. 
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Function Area Subledger Description 

Corporate Compliance, 
Strategic 

Communications, 
Strategy Perf and 

Asset Mgmt 

180 

Communications  - Corporate Governance includes the labor 
and non-labor costs to assist and ensure Executive 

Management, Investor Relations and others communicate 
appropriately with shareholders, the public, and other key 

stakeholder audiences.  Key projects include: development 
and production of the annual report and other 

communications to investors; speeches, videos, and major 
presentations delivered by top executives; and speeches, 

displays, video and presentations for the company's annual 
meeting of shareholders.  Media Relations contributes to 

building Xcel Energy's reputation by developing media and 
public relations strategies for major company initiatives and 
issues; responding to news media inquiries; working pro-

actively with the media to forward story ideas and 
information about company events, policies and actions, and 
providing media training for company spokespersons.  Media 
Relations also plays a key role in crisis communications and 
emergency preparedness efforts.   Corporate governance 

activities are generally services that are performed on behalf 
of all Xcel Energy operating companies and affiliates, 

including Xcel Energy Inc.  This allocator is  
primarily used by the Corporate Communications area. 

Corporate Compliance, 
Strategic 

Communications, 
Strategy Perf and 

Asset Mgmt 

181 

Employee Communications includes the labor and non-labor 
costs for the development and enhancement of employee 

awareness and understanding of the company's strategies, 
priorities, decisions and performance objectives.  It develops 

and produces regular communication vehicles, including 
TODAY (daily news bulleting on intranet); XTRA (monthly 

print publication for all employees and retirees); All 
Managers E-mail (real-time communication for employees 

who supervise and manage others); Focus on Financials for 
all employees; targeted communications for specific 

business areas, such as Human Resources, and employee 
meetings.  This is primarily used by the Corporate 

Communications area. 

Strategic 
Communications 184 

Branding services includes the labor and non-labor costs for 
brand advertising and management of community affairs 
programs such as employee volunteerism, educational 

programs and community events, the company's investment 
in major sponsorships such as the Xcel Energy Center as 

well as ensuring that such sponsorships and related 
activities support the company's brand, mission and values.  

This allocator is primarily used by the Corporate 
Communications area. 

Strategic 
Communications 185 

Customer Safety Advertising and Information costs services 
includes the labor and non-labor costs associated with public 
safety advertising, information and education.  This is used 
by the Corporate Communications and Safety organizations. 
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Function Area Subledger Description 

Strategic 
Communications 199 

HR-Recruitment services includes the labor and non-labor 
costs for work performed for operating and affiliate company 

employees such as employee recruitment, staffing 
administration for non-bargaining positions and provides 
Affirmative Action plans (development) and government 

audit management (compliance).   This is primarily used by 
the Human Resources area. 

Strategic 
Communications 412 

Marketing & Sales services includes the labor and non-labor 
costs for marketing and sales services for the operating 

companies for their customers including strategic planning, 
segment identification, business analysis, sales planning, 

customer service, promoting products to the business 
market, and providing regulatory and policy support with 

respect to utility Energy Efficiency and Demand Response 
program design, evaluation, measurement and verification, 

cost effectiveness testing , and cost recovery.  This is 
primarily used by the Marketing area. 

Corporate Compliance 561 

Enterprise Continuity includes the labor and non-labor costs 
for applications of all aspects of business continuity and 

reliability, contingency planning, readiness assessment, drills 
and planning for all hazards.  

 
 
Cost Allocation Methodologies 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant operating 
company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct charges to that 
operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating company.  
For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate case or other 
regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or which 
are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a centralized basis for all 
Xcel Energy legal entities.  The Service Company labor costs associated with these services are allocated to the legal entities using 
allocations.  The particular methods utilized for each service area are described above. 
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Major Business Functions and Key Activities 
 
 
Introduction 
 
Corporate Other includes the costs that are not directly attributable to a specific business area.  
Corporate Other contains the following functions: company use credits, overhead charges to 
affiliates, shared assets, A&G charges to capital, non-regulated overheads, and permanent 
income tax differences.  Detailed descriptions of each business function are described under the 
major business functions and key activities section of the narrative. 
 
 
A&G Charges to Capital: Each month, A&G overheads are applied to capital work orders that 
contain overhead eligible charges.  During the month end close process, overheads are applied 
to each eligible install and removal type work order.  The PowerPlan system gathers all eligible 
current month expenditures for each work order and applies the A&G percentage rate to those 
expenditures.  This amount is then applied to work orders with the offsetting credit amount 
charged to the A&G capital clearing work order using the current monthly overhead rate.  
 
A/P BMO Accruals: The Company records unassigned monthly credit card expenses to 
Corporate Other business area as a reversing entry in order to correctly record the liability 
associated with employee expenses.  
 
Company Use: Offsetting credits are recorded to the Corporate Other business area in 
Miscellaneous Operating and Maintenance (O&M) credits (Federal Energy Regulatory 
Commission (FERC) account 929, Administrative & General (A&G) Duplicate Charge Credit) for 
facilities that are company owned and use utility services that are provided by the company.  For 
example, if an electric distribution substation uses electricity from the company grid, the cost of 
that electricity is charged to distribution.  Similar transactions are recorded when a gas 
department facility uses gas and the steam department uses steam.    

 
Non-regulated Overheads: Credits are recorded to the Corporate Other business area in 
Miscellaneous O&M credits (FERC account 922, A&G Admin Transferred Credit) to offset labor 
overheads, A&G overheads and the corporate residual applied to non-regulated business 
activities to insure fully allocated costing for services provided to the non-regulated businesses. 
 
NSPM CapX2020: Credits are recorded to the Corporate Other business area in Miscellaneous 
O&M credits (FERC account 922, A&G Admin Transferred Credit) to offset the A&G expenses 
allowable per contract that are billed to 3rd party partners. 
 
Overhead Charges to Affiliates: When labor and non-labor overheads are applied to 
transactions between affiliates, the transactions debit the intercompany account and the offsetting 
credit is recorded to the Corporate Other business area within the Miscellaneous O&M credit 
accounts. 
 
Permanent Income Tax Differences: Charges are made to the various companies for the cost 
to the Service Company for permanent income tax differences.  The most notable difference is 
meals expense, but this expense could include other permanent type items.  Generally, the 
Service Company bills (allocates) its’ costs to the various companies on a line item by line item 
basis (i.e., if an expense is a salary expense at the Service Company, it will be salary expense at 
the recipient company). However this is not the case of an income tax expense associated with 
permanent differences. The Service Company, as a stand-alone entity, incurs the income tax 
detriments and benefits of all book/tax timing differences and accounts for them separately on its 

Corporate Other 2 September 1, 2015 
 

 



 
income statement. The effects of the permanent differences, however, cause an impact to net 
income.  Since net income for the Service Company must be zero, these impacts from permanent 
differences are allocated to the various companies as an “other” charge. These allocated 
expenses are not income tax expense items for the various other companies. In general, these 
costs are directly assigned to a lega entity.  
 
Shared Assets: Charges for shared assets occur when employees in two or more legal entities 
within Xcel Energy use or “share” an asset owned by one company.  The transactions result in 
the sharing of the costs for that asset, including depreciation and a return on rate base.  The 
associated shared asset costs are charged from the operating company that owns the asset to 
the Service Company.  The Service Company subsequently bills the costs out to the operating 
companies and affiliates that benefit from the use of the asset.  The shared asset transactions 
that are recorded to the Corporate Other business area are for software related costs. 
 
Transmission Interchange: The Interchange Agreement, (I/A), is a FERC approved tariff that 
provides for the inter-company sharing of production and transmission costs of Northern States 
Power Company – Minnesota (NSPM) and Northern States Power Company – Wisconsin 
(NSPW).  Fluctuations in cost are related to plant investment and business area expenses. 
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Major Cost Categories 

 
 

 
 
 

2015 Walk Forward of Major Cost Drivers 
 

 
 
 

2015 July Year-End O&M Forecast 33,757$     

Accruals
A/P BMO Accruals 2,390

Tax
352

Transmission Interchange

NSPM / NSPW Interchange 16,251

Net Other (5,537)

2016 O&M Budget 47,213$     

Corporate Other: 2016 O&M Budget Chart
(Dollars in Thousands)

Service Co. Permanent Income Tax Difference
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Transmission Interchange: The Interchange Agreement, (I/A), is a FERC approved tariff that 
provides for the inter-company sharing of production and transmission costs of Northern States 
Power Company – Minnesota (NSPM) and Northern States Power Company – Wisconsin 
(NSPW).  Fluctuations in cost are related to plant investment and business area expenses. 
 
A/P BMO Accruals: The company does not budget for the change in the unassigned monthly 
credit card expense. 
 
Permanent Income Tax Differences: Charges are made to the various companies for the cost 
to the Service Company for permanent income tax differences.  The most notable difference is 
meals expense, but this expense could include other permanent type items.  Generally, the 
Service Company bills (allocates) its’ costs to the various companies on a line item by line item 
basis (i.e., if an expense is a salary expense at the Service Company, it will be salary expense at 
the recipient company). However this is not the case of an income tax expense associated with 
permanent differences. The Service Company, as a stand-alone entity, incurs the income tax 
detriments and benefits of all book/tax timing differences and accounts for them separately on its 
income statement. The effects of the permanent differences, however, cause an impact to net 
income.  Since net income for the Service Company must be zero, these impacts from permanent 
differences are allocated to the various companies as an “other” charge. These allocated 
expenses are not income tax expense items for the various other companies. In general, these 
costs are directly assigned to a legal entity. 
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Major Cost Categories 

  

 
 
 
 
 
 
 
2017 Walk Forward of Major Cost Drivers 

 

 
 

2016 O&M Budget 47,213$     

Transmission Interchange
3,787

A&G

CapX2020 547

Net Other 597

2017 O&M Budget 52,143$     

Corporate Other: 2017 O&M Budget Chart
(Dollars in Thousands)

NSPM / NSPW Interchange
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Transmission Interchange: The Interchange Agreement, (I/A), is a FERC approved tariff that 
provides for the inter-company sharing of production and transmission costs of Northern States 
Power Company – Minnesota (NSPM) and Northern States Power Company – Wisconsin 
(NSPW).  Fluctuations in cost are related to plant investment and business area expenses. 

 
A&G: NSPM CapX2020: 
Credits are recorded to the Corporate Other business area in Miscellaneous O&M credits to offset 
the A&G expenses allowable per contract that are billed to 3rd party partners. 
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Major Cost Categories 

  
 

 
 

 
2017 Walk Forward of Major Cost Drivers 

 
 

 
 
 

2017 O&M Budget 52,143$     

A&G to Capital
210

Transmission Interchange 
NSPM / NSPW Interchange 2,630

Net Other

2018 O&M Budget 54,983$     

Miscellaneous O&M 

Corporate Other: 2018 O&M Budget Chart
(Dollars in Thousands)
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Transmission Interchange: The Interchange Agreement, (I/A), is a FERC approved tariff that 
provides for the inter-company sharing of production and transmission costs of Northern States 
Power Company – Minnesota (NSPM) and Northern States Power Company – Wisconsin 
(NSPW).  Fluctuations in cost are related to plant investment and business area expenses. 
 
 
A&G Charges to Capital: Each month, A&G overheads are applied to capital work orders that 
contain overhead eligible charges.  During the month end close process, overheads are applied 
to each eligible install and removal type work order.  The PowerPlan system gathers all eligible 
current month expenditures for each work order and applies the A&G percentage rate to those 
expenditures.  This amount is then applied to work orders with the offsetting credit amount 
charged to the A&G capital clearing work order using the current monthly overhead rate.  
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Corporate Other Organization Hierarchy 
 

 
Corporate Other does not have an organization chart. 
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Cost Allocation Methodologies 

 
 
The method used to distribute costs to the legal entity and utility include: 
 
Operating Company Direct Charges: 
 
Corporate Other, whenever possible, direct charges non-labor to the specific legal entity for 
which the costs were incurred and uses specific business units on the operating companies. 
 
Service Company Direct Charges: 
 
Not applicable 
 
Service Company Allocated Charges: 
 

Functional Area Subledger 
Code Description 

 Corporate Other 503 

The CRS system includes the labor and non-labor costs 
for the CRS system, specifically, application development 
and maintenance costs, licensing fees, server system 
costs and technology risk costs specific to disaster 
recovery of this application. CRS is Xcel Energy's 
customer service and billing system. This is primarily 
used by the Business Systems organization. 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the 
relevant operating company pays insurance premiums for operating-company-specific policies.  These premiums are 
shown as direct charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be 
determined or which are incurred on behalf of all operating companies.  For example, general Budgeting services are 
provided on a centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these 
services are allocated to the legal entities using allocations.  The particular methods utilized for each service area are 
described above. 
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Major Business Functions and Key Activities 
 
Introduction 
 
Financial Operations leads financial governance and delivers superior financial services. 
Reporting to the Chief Financial Officer are the Controller’s organization, Investor Relations, Tax 
Services, Financial Planning, Risk Management & Audit Services and the Treasurer’s 
Organization. 

 
Customer Value 
 
The Controller’s organization provides support for corporate accounting functions, financial 
reporting and financial-related initiatives.  This organization encompasses Financial Reporting & 
Technical Accounting, Capital Asset Accounting, Corporate, Cash & Benefits Accounting, 
Subsidiary Accounting, the CFO Program Office and Utility Accounting (retail & customer, 
commercial, regulatory, joint venture, transmission and market operations accounting).   
 
The Financial Planning organization encompasses Business Area Finance, Financial 
Performance & Reporting, Financial Forecasting, Revenue Requirements and Sales Energy & 
Demand Forecasting.  Functions include: 

• Support of corporate budget and forecasting processes 
• Financial performance, analysis, reporting and planning 
• Financial and accounting support for all non-nuclear business areas 
• Development of corporate financial objectives and investment analysis 
• Creating forecasts of retail and system load and energy 
• Jurisdictional peak demand and load management 
• Conducting granular analysis of retail sales to understand the combined impact that 

economic drivers and increasing end-use efficiencies have in explaining sales growth 
• Direct the compilation and analysis of corporate financial and energy planning data to 

determine jurisdictional revenue requirements for use in corporate decision-making, as 
well as in state and federal regulatory proceedings 

• Provide consulting services and analysis on affiliate transactions and other issues that 
impact rate recovery and regulatory compliance 

• Provide expert testimony to support Company positions in regulatory proceedings 
• Help manage communications with regulators to ensure that accurate and timely 

information is exchanged so that both regulatory and Xcel Energy decision makers have 
the necessary facts to understand the implications of their actions on customers, 
shareholders, employees and the industry.   

 
Investor Relations develops investor communications, programs and presentations for the 
financial community and credit rating agencies to ensure the accurate portrayal of Xcel Energy's 
performance and prospects. Conducted effectively, Investor Relations can have a positive impact 
on the Company’s relative valuation and reduce the cost of capital. The organization also plays a 
critical role when the Company needs to access capital markets for debt or equity. 
  
The Risk Management & Audit Services focus is: 

• Creating processes and systems to be fully compliant with Dodd-Frank reporting 
requirements with special emphasis on the complex documentation and data retention 
required related to transactions for normal utility operations 

• Ensuring that transactions for system supply are with financially viable suppliers 
• Aiding the distribution operations areas with risk-adjusted capital allocation decisions to 

ensure that capital is spent optimally for safe and reliable service to customers 
• Analyzing key risks to the company 
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Major Business Functions and Key Activities 

 
 

• Managing the governance processes and procedures to facilitate the timely review and 
approval of energy products and services transaction documents 

• Analyzing production costs to assess key exposures concerning system costs, fuel 
requirements and emission impacts  

• Audit Services provides internal auditing services including evaluating and improving 
internal controls, corporate governance, ethical conduct and the adoption of best 
practices. Recommendations are designed to provide business areas with appropriate 
insight or foresight through: 

o Improving operations (process improvements/efficiencies) 
o Raising management and staff awareness of control issues 
o Reducing costs, or 
o Identifying new opportunities 

 
Tax Services is responsible for preparing and filing income, sales and property tax returns; 
administering audits, protests and appeals; providing business advice to mitigate the impact of 
taxation; and monitoring tax laws, advocating on company tax issues and defending tax positions.  
The primary areas of expense are company labor and tax consulting.  In addition to the recurring 
tax accounting and compliance activities, some key activities include: 

• Ongoing efforts to reduce property taxes 
• Ongoing efforts to influence and mitigate jurisdictional tax laws 
• Planning for possible federal and state tax reform 
• Defending tax positions in federal, state and local tax audits 
• Implementation of new IRS/Treasury regulations 

 
The Treasurer’s organization: 

• Develops and executes financing plans 
• Manages the business relationships with the company’s banks, insurance providers, 

investment advisor and managers, and the credit rating agencies 
• Directs the company’s cash liquidity 
• Issues bank loans, corporate guarantees, letters of credit and long-term debt and equity 

securities 
• Provides protection of assets from losses by negotiating hazard insurance contracts 
• Negotiates property and liability insurance settlements and provides loss control services 

to minimize property exposures.   
 
The Risk Management & Audit Services focus is: 

• Creating processes and systems to be fully compliant with Dodd-Frank reporting 
requirements with special emphasis on the complex documentation and data retention 
required related to transactions for normal utility operations 

• Ensuring that transactions for system supply are with financially viable suppliers 
• Aiding the distribution operations areas with risk-adjusted capital allocation decisions to 

ensure that capital is spent optimally for safe and reliable service to customers 
• Analyzing key risks to the company 
• Managing the governance processes and procedures to facilitate the timely review and 

approval of energy products and services transaction documents 
• Analyzing production costs to assess key exposures concerning system costs, fuel 

requirements and emission impacts  
• Audit Services provides internal auditing services including evaluating and improving 

internal controls, corporate governance, ethical conduct and the adoption of best 
practices.  Recommendations are designed to provide business areas with appropriate 
insight or foresight through: 
 Improving operations (process improvements/efficiencies) 
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Major Business Functions and Key Activities 

 

 
Customer Value 
 

 Raising management and staff awareness of control issues 
 Reducing costs, or 
 Identifying new opportunities 

 
The Treasurer’s organization develops and executes financing plans; manages the business 
relationships with the company’s banks, insurance providers, investment advisor and managers, 
and the credit rating agencies; directs the company’s cash liquidity; issues bank loans, corporate 
guarantees, letters of credit and long-term debt and equity securities; provides protection of 
assets from losses by negotiating hazard insurance contracts; negotiates property and liability 
insurance settlements and provides loss control services to minimize property exposures.   
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Financial Operations – OpCo 2016 O&M Budget Major Cost Drivers 
 
 

 
 
Insurance – includes property; general, excess and auto liability; nuclear, cyber, fiduciary and 
directors and officers insurance 
 
Regulatory Fees – payments to Minnesota, North Dakota, South Dakota, Colorado, Texas and 
New Mexico state commissions  
 
Consulting – primarily for financial audits, tax consulting, regulatory compliance, cost studies 
and auditing co-source support 
 
Mandatory Fees – fees assessed by banks, rating agencies, the New York Stock Exchange and 
accounting boards 
 
 

Insurance 
43% 

Labor & Contract 
Labor 
29% 

Regulatory Fees 
16% 

Consulting 
7% 

Mandatory Fees 
3% 

Travel & 
Training 

1% 
Other 
1% 

Financial Operation OpCos 
2016 Budget = $122.5M 
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2016 Walk Forward of Major Cost Drivers 
 
 

 
 

2015 July Year-End O&M Forecast $119,664

Insurance 1,293
Non-nuclear property insurance (535)
Non-nuclear general, excess and auto liability insurance 255
Directors and Officers/Fiduciary insurance 283
Net nuclear insurance 1,237
Miscellaneous other insurance categories, including cyber policies 53

Regulatory 1,128
Regulatory fees for NSPM, PSCo and SPS 1,763
Regulatory write-offs for NSPM (635)

Labor 794
Company labor with merit increase 973
Contract labor for staff augmentation (179)

Consulting (431)
External audits 494
Timing of nuclear decommissioning and cost studies; 2015 (357)
Regulatory compliance and support (197)
General consulting, primarily for recruiting fees (233)
Support of new ledger development and implementation (95)
Other consultant support (43)

Net Other 76

2016 O&M Budget $122,524

Financial Operations OpCo 2016 O&M Budget Chart
(Dollars in Thousands)
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2016 Walk Forward of Major Cost Drivers 
 
 

 
 
Insurance:  Non-nuclear property insurance decreases due to accumulated surplus in the captive 
while liability insurance increases due to adverse loss history reflecting the frequency and 
severity of claims and the poor standing for utilities related to claims activity and increasing fire 
risks.  Policy renewals are increasing moderately for Directors/Officers and Fiduciary insurance. 
Nuclear increases are primarily for property insurance.  Miscellaneous other insurance categories 
include cyber liability insurance. 
 
Regulatory:  Fees are updated in specific jurisdictions based on either the number of estimated 
filings and allocated costs or the amount of forecasted revenues and assessment factors.  
Regulatory Write-Off expenses which are based on the timing of filings and allowed deferrable 
costs are not budgeted in 2016. 
 
Labor:  Escalations are for staff merit increases offset somewhat by a reduced need for 
temporary staff augmentation related to the development and implementation of financial system 
upgrades. 
 
Consulting:  External audits increase while there are reductions for regulatory support and 
recruiting fees; temporary support of an upgraded ledger system is decreasing and work on a 
capitalization and benchmarking study was completed in 2015 
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Financial Operations 
2016 O&M Budget Business Drivers 

$2.9M Increase, or 2.4% 
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Financial Operations – OpCo 2017 O&M Budget Major Cost Drivers 
 
 

 
 
Insurance – includes property; general, excess and auto liability; nuclear, cyber, fiduciary and 
directors and officers insurance 
 
Regulatory Fees – payments to Minnesota, North Dakota, South Dakota, Colorado, Texas and 
New Mexico state commissions  
 
Consulting – primarily for financial audits, tax consulting, regulatory compliance, cost studies 
and auditing co-source support 
 
Mandatory Fees – fees assessed by banks, rating agencies, the New York Stock Exchange and 
accounting boards 
 
 

Insurance 
44% 

Labor & Contract 
Labor 
28% 

Regulatory Fees 
17% 

Consulting 
6% 

Mandatory Fees 
3% 

Travel & 
Training 

1% 
Other 
1% 

Financial Operation OpCos 
2017 Budget = $127.7M 
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2017 Walk Forward of Major Cost Drivers   
 
 

 
 
  

2016 O&M Budget $122,524

Insurance 3,291
Non-nuclear property insurance 529
Non-nuclear general, excess and auto liability insurance 1,258
Directors and Officers/Fiduciary insurance 190
Net nuclear insurance 1,308
Miscellaneous other insurance categories, including cyber policies 6

Regulatory Fees for NSPM, PSCo and SPS 1,127

Company Labor with merit increase 820

Consulting (169)
Timing of nuclear decommissioning and cost studies required every 3 
to 5 years

(71)

Support of new ledger development and implementation (125)
Other consultant support 27

Net Other 80

2017 O&M Budget $127,671

Financial Operations OpCo 2017 O&M Budget Chart
(Dollars in Thousands)
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2017 Walk Forward of Major Cost Drivers   
 
 

 
 
Insurance:  Non-nuclear liability insurance increases due to adverse loss history reflecting the 
frequency and severity of claims and the poor standing for utilities related to claims activity and 
increasing fire risks.  Non-nuclear property insurance increases due to a hardening market.  
Policy renewals are increasing moderately for Directors/Officers and Fiduciary insurance. Nuclear 
increases are primarily for liability and property insurance.  Miscellaneous other insurance 
categories include cyber liability insurance. 
 
Regulatory:  Fees are updated in specific jurisdictions based on either the number of estimated 
filings and allocated costs or the amount of forecasted revenues and assessment factors.   
 
Labor:  Escalations are for staff merit increases  
 
Consulting:  There are reductions due to the timing of nuclear decommission and cost studies 
that are required every 3 to 5 years and for decreasing support requirements for finance system 
upgrades 
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Financial Operations 
2017 O&M Budget Business Drivers 

$5.1M Increase, or 4.2% 
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Financial Operations – OpCo 2018 O&M Budget Major Cost Drivers 
 

 
 
 
Insurance – includes property; general, excess and auto liability; nuclear, cyber, fiduciary and 
directors and officers insurance 
 
Regulatory Fees – payments to Minnesota, North Dakota, South Dakota, Colorado, Texas and 
New Mexico state commissions  
 
Consulting – primarily for financial audits, tax consulting, regulatory compliance, cost studies 
and auditing co-source support 
 
Mandatory Fees – fees assessed by banks, rating agencies, the New York Stock Exchange and 
accounting boards 

Insurance 
45% 

Labor & Contract 
Labor 
28% Regulatory Fees 

17% 

Consulting 
6% 

Mandatory Fees 
2% 

Travel & 
Training 

1% 
Other 
1% 

Financial Operations OpCos 
2018 Budget = $132.4M 
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2018 Walk Forward of Major Cost Drivers   
 
 

 
 

2017 O&M Budget $127,671

Insurance 2,791
Non-nuclear property insurance 693
Non-nuclear general, excess and auto liability insurance 1,311
Directors and Officers/Fiduciary insurance 222
Net nuclear insurance 539
Miscellaneous other insurance categories, including cyber policies 25

Regulatory Fees for NSPM, PSCo and SPS 1,096

Company Labor with merit increase 944

Consulting timing of nuclear decommissioning and cost studies (127)

Net Other 15

2018 O&M Budget $132,389

Financial Operations OpCo 2018 O&M Budget Chart
(Dollars in Thousands)
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2018 Walk Forward of Major Cost Drivers 
 
 

 
 
Insurance:  Non-nuclear liability insurance increases due to adverse loss history reflecting the 
frequency and severity of claims and the poor standing for utilities related to claims activity and 
increasing fire risks.  Non-nuclear property insurance increases due to a hardening market.  
Policy renewals are increasing moderately for Directors/Officers and Fiduciary insurance. Nuclear 
increases are primarily for liability, property and interruptible insurance.  Miscellaneous other 
insurance categories include cyber liability insurance. 
 
Regulatory:  Fees are updated in specific jurisdictions based on either the number of estimated 
filings and allocated costs or the amount of forecasted revenues and assessment factors.   
 
Labor:  Escalations are for staff merit increases  
 
Consulting:  There are reductions due to the timing of nuclear decommission and cost studies 
that are required every 3 to 5 years  
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Financial Operations 
2018 O&M Budget Business Drivers 

$4.7M Increase, or 3.7% 
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Financial Operations Organization Chart 
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Financial Operations Organization Chart 
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Major Business Functions and Key Activities 
 
 
Financial Operations consists of the office of the Chief Financial Officer (CFO), the Controller’s 
organization, Investor Relations, Tax Services, Financial Planning, Risk Management & Audit 
Services, and the Treasurer’s Organization. 
 
Chief Financial Officer 
  
Executive Vice President and CFO 

• Provides financial leadership to Xcel Energy 
• Provides policies, controls, and leadership to the Financial Operations business area 

departments 
• Frequently provides corporate representation to the investor community 
• Facilitates initiatives to keep the company’s currency strong, and investing in growth 

opportunities 
 
Controller’s Organization 
 
The Controller’s organization provides ongoing support for corporate accounting functions, 
financial reporting and financial-related initiatives.   
 
Controller    

• Serves as Principal Accounting Officer 
• Provides financial policies, controls, financial governance and leadership to the Controller 

area functions 
• Responsible for the financial close process including consolidation through external 

statutory reporting (SEC, FERC, DOL, etc.) 
• Provides assistance to business areas on special projects 

The Controller oversees and directs the functions and activities of the following groups Financial 
Reporting & Technical Accounting, Capital Asset Accounting, Corporate, Cash & Benefits 
Accounting, Subsidiary Accounting, the CFO Program Office and Utility Accounting.  The 
functions of these groups are described below.   
 
Financial Reporting and Technical Accounting 
The Financial Reporting and Technical Accounting group is responsible for researching, 
documenting and resolving complex technical accounting issues and for the preparation and filing 
of external reports to regulatory authorities and others including the following: 

• Securities and Exchange Commission (SEC), FERC, state regulators, the Department of 
Labor, Internal Revenue Service, investors and investor analysts reporting 

• Coordinates corporate response to SEC questions and inquiries 
• Prepares financial reports for management 

 
Capital Asset Accounting  
Capital Asset Accounting maintains all aspects of property accounting, including depreciation for 
the fixed assets of various legal entities, as well as the following activities: 

• Preparing and providing support for regulatory filings 
• Performing depreciation studies for regulated legal entities 
• Monitoring regulatory rule-making activities 
• Administering property related regulatory examinations and inquiries 
• Developing, maintaining and monitoring compliance with corporate policy for capital 

expenditures 
• Managing decommissioning funding and related accounting 
• Tax and deferred compliance for all fixed assets 
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Major Business Functions and Key Activities 
 
 
Corporate, Cash and Benefits Accounting   
 
Corporate Accounting 

• Maintains the books and records of the operating utilities, intermediate holding 
companies, Xcel Energy holding company and various subsidiaries 

• Oversees the monthly accounting close process, which includes monitoring the feeder 
systems and the general ledger, ensuring journal entries are appropriately processed and 
posted, preparing consolidated reporting for revenue, margin and O&M analyses 
performed by the business areas and consolidating Xcel Energy and subsidiaries for 
financial statement preparation 

• Coordinates independent auditor and certain regulatory examinations and inquiries 
Payroll & Benefits Accounting 

• Provides accounting and analysis services for the employee benefit plans, labor 
distribution and payroll withholdings 

• Creates the annual benefits budget and budget documentation, updates the monthly 
forecast and provides variance analysis 

• Performs all benefit and payroll account reconciliations and facilitates annual Form 5500 
filings 

• Oversees preparation of all accounting and disclosure information related to pension and 
post-retirement benefit obligations.   

• Prepares payroll tax reports and deposits all payroll taxes 
Cash Processes 

• Reconciling G/L accounts related to cash such as general cash bank accounts, petty 
cash checking accounts, CRS clearing accounts and resolving outstanding items  

• Monitoring the processing of outstanding checks, Automated Clearing House (ACHs) and 
wires and overseeing the maintenance of software for these purposes 

• Managing unclaimed property and overseeing the necessary escheatments and reporting 
to the states, G/L reconcilements and maintaining the software used for unclaimed 
property processing 

• Researching and processing claims for unclaimed properties due to Xcel Energy 
• Reconciliation of G/L accounts, creation G/L accounts and various schedules for new 

issuances related to Long Term Debt 
Service Company Accounting 

• Establishes Service Company policies and procedures and provides training  
• Maintains and updates the Service Company allocations 
• Prepares reports for Service Company compliance filings  
• Develops and maintains service agreements between the Service Company and 

operating companies and affiliates 
 

Subsidiary Accounting 
The Subsidiary Accounting group is responsible for non-recoverable activities associated with 
Eloigne Company, including: 

• Monitoring the operations of the affordable housing projects  
• Recording the financial activity of projects  
• Managing compliance reporting for debt and other requirements 
• Determining and managing the strategic plan  

This group also assists the CFO Program Office, particularly supporting the SAP (Systems, 
Applications and Products in Data Processing) general ledger implementation and transitions of 
its feeder systems. 
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Major Business Functions and Key Activities 
 
 
CFO Program Office 
The CFO Program Office is responsible for leading the overall technology strategy for the 
Financial Operations business area.  The CFO Program Office works with Business Systems to 
develop a comprehensive technology strategy that not only considers business needs, but also 
how point solutions will integrate with other technology solutions both within Financial Operations 
as well as with other business areas. Currently the CFO Program Office is focused on leading the 
current SAP (Systems, Applications and Products in Data Processing) general ledger 
implementation.  Specific responsibilities include: 

• Coordinating overall technology strategy between Financial Operations and Business 
Systems 

• Working with other Financial Operations departments to assess the application 
landscape to determine an optimal integrated application architecture  

• Leading data governance and data ownership initiatives for the Financial Operations 
business area 

• Leading and participating in Financial Operations’ technology implementation projects 
 
Utility Accounting 
These groups focus primarily on specific operating utility companies, providing accounting and 
reporting support for all Commercial Operation’s activity, regulatory mechanisms (riders, fuel 
clause and performance-based mechanisms), managing compliance with state and federal 
regulatory reporting requirements, providing rate case support for all jurisdictions and performing 
regulatory analysis as required. 

• Commercial Accounting is responsible for the operating company accounting, analysis, 
internal reporting, and settlement services activities associated with cost of goods sold 
(COGS) and trading Also responsible for certain wholesale revenue activities and billing. 
This includes:  
o Payment, and allocation of natural gas, coal and other non-nuclear fuels 
o Purchased power and capacity costs 
o Billing and settlement services for full and partial requirements, market based, and 

capacity wholesale revenue 
o Gas transportation (PSCo, NSPM, and NSPW) and natural gas inventory accounting 
o Energy trading accounting, and determination of associated margin sharing 

calculations 
o Renewable Energy Credit accounting and margin sharing calculations 
o Verification and settlement of all short and long-term electric, gas, coal and other 

fuels, financial and gas transportation transactions 
o The associated reconciliations, billing, accounting and some internal reporting 

activities related to these transactions 
• Regulatory Accounting maintains corporate-wide regulatory accounting policies and 

procedures and performs the following activities:   
o Accounting for fuel clause and other deferred accounting mechanisms 
o Accounting for regulatory assets and liabilities  
o Regulatory reporting to FERC and state utility commissions 
o Preparing and providing support for regulatory filings 
o Accounting and billing for joint ventures in which Xcel Energy participates 

• Market Operations Accounting is responsible for: 
o The settlement and accounting for activities conducted with various market pools 

such as Midcontinent Independent System Operator (MISO), Southwest Power Pool 
(SPP), California Independent System Operator (CAISO), New York Independent 
System Operator (NYISO), PJM Interconnection, ISO New England, and Electric 
Reliability Council of Texas (ERCOT) markets  
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Major Business Functions and Key Activities 

 
Utility Accounting 
 

o The associated settlement, accounting and analysis related to the transactions listed 
above. In addition, Market Operations Accounting works in conjunction with the 
market analysis teams in Commercial Operations organization on financial issues 
associated with market settlements in an effort to limit market costs 

• Transmission Accounting is responsible for: 
o Accounting for all wholesale transmission revenues related to transmission service 

and ancillary sales; third party transmission expenses associated with Commercial 
Operations’ movement of energy; and other transmission related activities 

o Oversees Midcontinent Independent System Operator (MISO) and Southwest Power 
Pool (SPP) transmission settlements processes 

o Working with Operational and Regulatory personnel to prepare and maintain budgets 
and forecasts for wholesale transmission activities 

o Aggregating electric transmission load data for FERC form submission and use in 
transmission formula rate filings 

• Retail and Customer Accounting is responsible for: 
o Providing calculation, analysis, accounting and reporting for retail revenue, including 

estimated unbilled revenue for all operating utility companies  
o Preparing reconciliations and provides accounting and analysis for numerous 

miscellaneous revenues and non-commodity bad debt 
o Tracking and performing all accounting for company use as well as all franchise fees 

• Transactional Enablement Accounting   
o Member of the TRC (Transaction Review Committee), providing oversight and 

approval for all fuel and purchase power contracts  
o Performs derivative accounting process and associated derivative reporting for fuel, 

purchase power, and trading activities 
 
Investor Relations  
 

• Develops investor relations programs, communications, presentation and all supporting 
materials to ensure an appropriate financial valuation of Xcel Energy by the financial 
community 

• Organizes and participates in all meetings with current and prospective investors 
• Responds to all investor questions and requests for information in a timely fashion 
• Administers relationships with credit rating agencies for Xcel Energy and its subsidiaries 
• Advises senior management on key issues affecting Xcel Energy's position in the 

investment community including bond ratings, buy/sell recommendations, analyst 
forecasts and peer company developments 

• Provides management with feedback from investors, analysts, shareholders and credit 
rating agencies 

• Reviews all public financial documents for accuracy and completeness 
• Distributes all financial releases 
• Monitors stock ownership patterns 
• Assists in the process of issuing debt and equity securities 
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Major Business Functions and Key Activities   
 
 
Tax Services 
 
Tax Services is responsible for numerous tax-related activities including the following: 

• Providing proactive tax counseling to executive management, business areas and 
subsidiaries to mitigate the impact of taxation on operations, strategic business decisions 
and potential transactions 

• Monitoring federal and state tax legislation, legal developments and rulemaking activities 
in the income tax, sales/use tax and property tax areas 

• Testifying on key company tax issues 
• Defending the company’s tax positions before various taxing authorities 
• Administering all federal, state and local income, sales/use and property tax audits, 

protests and appeals 
• Preparing and filing consolidated federal and state income tax returns and payments for 

all companies 
• Preparing and filing property and sales/use tax returns and payments for the utility 

companies 
• Calculating income, property and sales/use tax provisions for the utility companies 

 
Financial Planning 
 
Vice President Financial Planning 
The Vice President of Financial Planning provides leadership and oversight to the following 
departments: 
 
Financial Performance & Reporting and Financial Forecasting 

• Responsible for the oversight, governance and consolidation of budgets and forecasts at 
the corporate as well as business area level 

• Compiles budget documentation and support for regulatory filings 
• Maintains corporate financial modeling and reporting tools 
• Prepares financial results and consolidates analyses and variances to senior leadership 

and the Xcel Energy Board of Directors 
 
Business Area Finance 

• Provides non-nuclear business areas financial and accounting oversight  
• Creates a working partnership with the business areas to facilitate and assist with the 

development and entry of annual 5-year capital and O&M budgets and monthly forecast 
updates  

• Facilitates the monthly close process including: 
 Processing correcting and accrual journal entries, reviewing charges for accounting 

accuracy 
 Reviewing and analyzing actual costs compared to budgets and forecasts 
 Working with the business areas to identify and explain major variances to budgets 

and forecasts 
 Preparing monthly variance reports and analyses, making adjustments to future 

months’ forecasts 
• Supports rate case testimony for the business areas and prepares rate case schedules 

and exhibits 
• Prepares ad hoc reports and provides financial support of departmental projects 
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Major Business Functions and Key Activities   
 
 
Revenue Requirements 

• Provides revenue and cost of service analysis, expert testimony and support for rate 
cases and other regulatory filings 

• Designs various other recovery mechanisms, calculates fuel recovery factors, and 
develops forecasts of jurisdictional base, rider and fuel recovery revenue 

• Prepares jurisdictional lead-lag analysis of costs and revenues for rate case filings 
• Develops five-year jurisdictional revenue requirement forecasts for strategic planning 
• Provides regulatory guidance related to budget development to meet rate case filing 

requirements, reviewing and analyzing data to ensure quality 
 
Load Forecasting & Analysis 

• Creates forecasts of retail and system load and energy, jurisdictional peak demand and 
load management; provides regular updates to senior management and analyses of key 
drivers 

• Provides retail and system load and energy forecasts, jurisdictional peak demand 
forecasts, class load shapes, demand studies, testimony, data support and analyses for 
regulatory filings 

• Manages Xcel Energy’s regulatory and Saver’s Switch samples, regulatory sample 
design and implementation, and the collection, validation and reconciliation of all load 
research sample data 

• Provides analyses and reporting of current sales and peak demand levels and load relief 
achievements relative to forecasts 

• Provides data support and analyses for financial disclosures 
• Develops forecasts, class load shapes and demand studies for ad hoc analyses 

 
Risk Management 
 
Vice President and Chief Risk Officer 
The Vice President and Chief Risk Officer (CRO) provides leadership and oversight to the Risk 
Management organization, as well as facilitating and serving as a member of quarterly meetings 
of the Corporate Risk Management Oversight Committee and the Risk Management Committee.  
The CRO also participates as a member of the Transaction Review Committee, the Corporate 
Compliance and Business Conduct Council and the Investment Review Committee and has 
regular interaction with various other corporate governance councils and committees.  
 
Risk Strategy and Control  

• Performs independent daily forward valuation and risk measurement of commodity 
transactions and system fuel and purchase power requirements to meet system loads, as 
well as proprietary or trading transactions 

• Provides data support and analyses for regulatory filings and financial disclosures 
• Maintains current commodity and credit risk management policies and manages 

compliance with those policies 
• Analyzes counterparty financial statements and approves credit lines for the four 

operating companies and also supports Gas Transportation and Transmission 
• Provides daily control/exposure reporting to the trading front office/management 
• Negotiates and manages required security (e.g., bank letters of credit, bonds and 

guarantees among others) 
• Monitors the daily contractual margin requirements under contracts 
• Maintains credit databases 
• Provides quarterly Mark-to-Market stress test for financial disclosures 
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Major Business Functions and Key Activities   
 
 

• Reviews high-risk vendor creditworthiness for the Environmental Services group and 
Supply Chain and Transmission organizations 

• Responsible for Dodd Frank compliance and reporting 
• Develops and negotiates enabling and collateral support agreements with counterparties 

(gas, power, financial derivatives, Renewable Energy Credits (RECs), etc.) and provides 
comments to dealmakers on non-standard agreements, coordinating with Legal Services, 
outside counsel and Commercial Operations 

• Participates in industry contracts working groups, representing Xcel Energy operating 
companies 

• Manages and facilitates the contract development, approval and delegation (CDAD), 
Transaction Review Committee (TRC) review, Delegation of Authority, and Corporate 
Authorization document processes and associated procedures to ensure the proper and 
timely approval, and subsequent authorized execution, of contractual documents. 

• Produces and submits required documents for rate cases, fuel reconciliations, debt 
issuance, litigation and other due diligence requests 

• Manages the daily transaction confirmation process on the trading floor in accordance 
with contractual obligations and internal procedures 

• Manages (imports, indexes, tracks, maintains and retrieves) physical documents and 
counterparty information  

• Determines the fair market value of commodities (e.g., electricity, natural gas, coal, 
diesel, sulfur oxide, nitrogen oxide, and carbon dioxide), assets, derivatives, options, 
financial transmission rights (FTRs) and structured products 

• Provides analyses for electric/gas hedge studies and sensitivities 
 
Risk Analytics 

• Supports Xcel Energy’s initiatives to analyze and assess rate impact on customers from 
major electric industry initiatives such as wind integration and CO2 legislation 

• Evaluates and prioritizes specific risk mitigations (projects) for distribution assets 
• Develops strategies for distribution infrastructure including building and implementing 

stochastic models for asset life-cycle analysis and other ad hoc asset specific requests 
• Provides analytical support to corporate strategic initiatives such as Energy storage, 

Solar generation, wind cycling, and Distributed Generation  
• Contributes to the retail load forecast by providing regular updates to senior management 

and analyses of key drivers 
• Performs enterprise wide risk management activities associated with Key Risks facing all 

Xcel Energy companies and business units 
• Produces and submits required documents for rate cases, fuel reconciliations, debt 

issuance, litigation and other due diligence requests 
• Provides economic data and analyses for various purposes including rate cases. 

 
Generation Modeling Services 

• Maintains the production cost model used to develop forecasts of fuel and purchased 
power costs to serve energy requirements of our customers; production cost forecasts 
are developed to support rate case and regulatory filings 

• Develops testimony and testifies at hearings in rate case or fuel dockets and responds to 
information requests in rate case and fuel cost filings 

• Analyzes major projects such as emission controls, plant additions and retirements and 
long-term contracts; analysis encompasses financial impacts, system operation and 
reliability, fuel requirements and emission impacts under a variety of future scenarios 

• Forecasts incremental or avoided costs of long-term capacity and energy transactions 
• Forecasts surplus sales volumes and costs after system requirements are met 
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Major Business Functions and Key Activities   
 
 
Audit Services 

• Adds value and improves operations at Xcel Energy and subsidiaries by serving as an 
independent, objective assurance and consulting function 

• Helps Xcel Energy achieve its goals and objectives and assists management in the 
effective performance of its duties and responsibilities by evaluating and improving risk 
management, internal controls, corporate governance, ethical conduct and the adoption 
of best practices 

• Provides consulting services to management for ad hoc special projects, such as 
operational and process improvement reviews, assistance in internal investigations of 
fraud, conflicts of interest, or other potential violations of the Xcel Energy Code of 
Conduct, and other matters 

• Activities are planned each year in coordination with the work of Xcel Energy’s 
independent public accountants.  The Audit Committee of the Board of Directors 
approves the Internal Audit Charter, the final plan of audit and consulting projects and the 
resources for the Department. 

 
Treasury 
 
Treasurer  
The Treasurer develops policies for financial controls and corporate governance, and provides 
leadership for the Treasury area functions including: 

• Developing and executing Xcel Energy’s financing plans 
• Managing business relationships with Xcel Energy’s financial services suppliers, 

including commercial and investment banks, insurance companies, investment advisor 
and investment managers 

• Maintaining contacts and providing information to each of the three primary credit rating 
agencies (Standard & Poor’s, Moody’s and Fitch) 

• Acting as a financial expert in major regulatory proceedings 
• Providing financial evaluation expertise to business areas on special projects 

 
Cash Management  

• Manages the company’s daily liquidity (e.g., short-term borrowings and temporary cash 
investments) by each Xcel Energy legal entity, including commercial paper issuance and 
bank facility drawdowns 

• Moves funds internally to achieve optimal short-term liquidity and capital structure 
positions  

• Provides information used in liquidity assessments by the rating agencies 
• Coordinates cash flow with Accounts Payable, Accounting and Treasury Forecasting 
 

Financial Policy  
• Issues bank loans, corporate guarantees and letters of credit, long-term debt and equity 

securities for Xcel Energy and each of the regulated utilities 
• Develops and maintains banking relationships 
• Maintains inter-company notes for non-regulated subsidiaries 
• Analyzes public market financial data to develop financial testimony for capital structure 

and cost of capital positions in regulatory proceedings 
• Prepares SEC, bank, regulatory and other financial compliance filings 
• Coordinates due diligence for financing activity 
• Prepares written testimony for securities applications with state jurisdictions 
• Prepares written and verbal testimony for capital structure, cost of debt and financial 

integrity 
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Major Business Functions and Key Activities   
 
 
Hazard Insurance 
Hazard Insurance provides the following services related to corporate insurance policies: 

• Providing corporate-wide protection of assets from catastrophic loss using risk financing 
mechanisms, including captive risk retention and design and negotiation of insurance 
contracts with commercial and industry mutual underwriters (property insurance, excess 
liability insurance, director and officer insurance, primary casualty insurance, nuclear 
property/liability/business interruption insurance, cyber risk insurance, surety bonds and 
various smaller programs) 

• Negotiating and coordinating property and liability insurance settlements 
• Reviewing and advising business areas and subsidiaries on contracts under development 

to ensure that corporate asset protection objectives are met 
• Providing: 

o Evidence of insurance as required under various contractual agreements 
throughout Xcel Energy 

o Loss control services to minimize large property exposures 
o Analyses to determine optimal risk financing 
o Surety bonds for financial guarantees included in various contracts 
o Boiler and machinery inspection as required by the states 

• Coordinating insurance activities with Legal Services and Energy Supply 
 
Investments and Pensions 

• Coordinates with Xcel Energy’s investment advisor to perform asset allocation studies for 
the pension trust, the nuclear decommissioning trust and the VEBA trust assets 

• Providing analytical support for investment decisions and oversight of the assets invested 
in the pension trust, the nuclear decommissioning trusts, and the VEBA trusts  

• Directs all cash movements and investment account rebalancing required for the 
pension, nuclear decommissioning and VEBA trusts 

• Manages the business relationships with the investment managers, advisors, and 
trustees 

• Performs analysis and support to the financial accounting group responsible for reporting 
the value of the various trust assets 

• Coordinates with Hazard Insurance department on investment and investment manager 
related reviews and due diligence 

• Provides primary internal oversight along with benefits accounting for Mutual Business 
Programs 15 (MBP 15).  Lead the internal program advisory committee who has 
oversight of this VEBA investment.  

 
Assistant Treasurer, including Treasury Forecasting 

• Develops corporate financial objectives, including the dividend policy, for Xcel Energy 
and its subsidiaries 

• Plans the timing of cash flow to achieve proper capital structures for legal entities to 
ensure credit quality and compliance with regulatory restrictions 

• Provides financial analysis for senior management, the Board of Directors, investors and 
credit rating agencies, and provides financial expertise as required by the business areas 

• Coordinates with all major accounting and budgeting functions 
• Provides operating company presidents and business areas with analytical and 

investment analysis to support business decisions and capital projects. Evaluations 
include individual contract analyses, evaluation of system investments, lease versus buy 
analysis, asset acquisitions and dispositions and other ad-hoc projects. 
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Cost Allocation Methodologies  
  
The methods used to distribute costs to legal entity and utility. 
 
Operating Company Direct Charges: 
 
Whenever possible, Financial Operations direct charges items to the specific legal entities for 
which the service was performed or cost incurred.  Bank and rating agency fees and most 
insurance premium payments are specific items that use operating company business units. 
 
Service Company Direct Charges: 
 
Financial Operations direct charges labor and non-labor to the specific legal entity for which the 
services were performed or costs incurred.  When direct charging is not practical the allocations 
shown below are used. 
 

Cost Allocation Methodologies  
  

Functional Area Subledger 
Code 

 
Description 

Treasurer 110 

Executive - Corporate Governance includes the labor and 
non-labor costs for executive corporate management, long-
term business strategy development and other programs that 
ensure the continuity and development of management.  
Corporate governance activities are generally services that 
are performed on behalf of all Xcel Energy operating 
companies and affiliates, including Xcel Energy Inc. 

Investor 
Relations 116 

Investor Relations - Corporate Governance includes the labor 
and non-labor costs for communications to investors and the 
financial community, providing management with feedback 
from investors, assisting in the communication to investors of 
debt and equity securities issuances, assists in the 
development of presentations for Board of Directors,  
develops and delivers Xcel Energy’s credit story to credit 
rating agencies,  develops and presents Xcel Energy’s 
investment story to investors, reviews all public financial 
documents for accuracy and completeness and distributes all 
financial releases.  Corporate governance activities are 
generally services that are performed on behalf of all Xcel 
Energy operating companies and affiliates, including Xcel 
Energy Inc. 

Controller and 
Tax Services 120 

Accounting, Reporting & Taxes services includes the labor 
and non-labor costs for preparation of operating and non-
operating financial statements, tax returns and reporting, 
performing accounting for the employee benefit plans, 
ensuring compliance with applicable laws and regulations of 
the operating and non-operating companies; composing the 
corporate-wide regulatory accounting policy, and coordinating 
the budgeting process with the operating and non-operating 
companies.   
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Cost Allocation Methodologies  
   

Functional Area Subledger 
Code 

 
Description 

Chief Financial 
Officer, 
Controller, 
Financial 
Planning, Tax 
Services, 
Treasurer 

121 

Accounting & Reporting -  Corporate Governance includes the 
labor and non-labor costs associated with preparing and filing 
consolidated reporting and financial statements, preparing 
consolidated budgets, completing the consolidation process, 
maintaining the books and records of Xcel Energy Inc. and 
Service Company, composing the corporate-wide regulatory 
accounting policy and compliance, Sarbanes-Oxley (SOX) 
documentation and compliance, and Chief Financial Officer 
activities related to the Audit Committee.  Provides financial 
leadership to Xcel Energy and provides policies, controls, and 
leadership to the Financial Operations business area.   
Corporate governance activities are generally services that 
are performed on behalf of all Xcel Energy operating 
companies and affiliates, including Xcel Energy Inc.  

Controller, 
Financial 
Planning, Tax 
Services 

123 

Accounting - Operating Companies includes the labor and 
non-labor costs associated with operating company revenue 
accounting, budgeting, regulatory reporting, sales and use 
taxes, business area support for utility areas, operating 
company budgeting support, and capital asset accounting.   

Controller 124 

Acctg, Rptg, Tax - PSCo, SPS includes the labor and non-
labor costs associated with PSCo & SPS revenue accounting, 
budgeting, regulatory reporting, sales and use taxes, business 
area support for utility areas, operating company budgeting 
support, and capital asset accounting.  

Controller 125 

Acctg, Rptg, Tax - MN, WI includes the labor and non-labor 
costs associated with NSPM & NSPW revenue accounting, 
budgeting, regulatory reporting, sales and use taxes, business 
area support for utility areas, operating company budgeting 
support, and capital asset accounting. 

Controller, Risk 
Management & 
Audit Services 

126 

Acctg, Rptg, Tax - MN, WI Elec Electric includes the labor and 
non-labor costs associated specifically with NSPM & NSPW 
Electric utility revenue accounting, budgeting, regulatory 
reporting, sales and use taxes, business area support for 
utility areas, operating company budgeting support, and 
capital asset accounting. 

Controller, 
Financial 
Planning 

127 

Acctg, Rptg, Tax - OpCos Elec includes the labor and non-
labor costs associated specifically with operating company 
electric utility revenue accounting, budgeting, regulatory 
reporting, sales and use taxes, business area support for 
utility areas, operating company budgeting support, and 
capital asset accounting. 

Controller 128 

Prop Trading - Back Office includes the labor and non-labor 
costs associated with the accounting support and vice 
president oversight of proprietary trading activities for Northern 
States Power Minnesota, Public Service Company of 
Colorado and Southwestern Public Service Company. 
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Cost Allocation Methodologies  
   

Functional Area Subledger 
Code 

 
Description 

Controller 129 

Gen/Prop Trading - Back Office includes the labor and non-
labor costs associated with oversight and administration of 
accounting related trading costs including proprietary and 
generation trading for Northern States Power Minnesota, 
Northern States Power Wisconsin, Public Service Company of 
Colorado and Southwestern Public Service Company.  

Risk 
Management & 
Audit Services 

131 

Audit Services Corporate Governance includes the labor and 
non-labor costs associated with the financial operations and 
information system audits of the holding company and service 
company; evaluating and improving risk management, 
corporate internal control guidelines and procedures; ethical 
conduct and the implementation of best practices, reviewing 
financial reporting requirements and controls under Sarbanes-
Oxley legislative requirements, auditing of consolidated 
financial statements and activities related to the Audit 
Committee, performing audits and reviews for compliance with 
regulatory and legal requirements an contracts with vendors 
and other parties, providing consulting services to 
management for operational  and process improvement 
reviews, assistance in internal investigations of fraud, 
administering the corporate compliance hotline, conflict of 
interest investigations, or other potential violations of the Xcel 
Energy Code of Conduct.  Corporate governance activities are 
generally services that are performed on behalf of all Xcel 
Energy operating companies and affiliates, including Xcel 
Energy Inc.   

Risk 
Management & 
Audit Services 

132 

Audit Services - OpCos includes the labor and non-labor costs 
for auditing operating companies, evaluating and improving 
risk management, ethical conduct and the implementation of 
best practices for operating companies, conducting financial 
operations and information system audits, performing audits 
and reviews for compliance with regulatory and legal 
requirements and contracts with vendors and other parties; 
establishing and reviewing internal controls for operating 
companies, establishing and reviewing SOX compliance 
requirements/control testing and evaluating contract risks for 
the operating companies. 

Risk 
Management & 
Audit Services 

133 

Audit Services - OpCos - Elect includes the labor and non-
labor costs for auditing operating companies electric utility, 
evaluating and improving risk management, ethical conduct 
and the implementation of best practices for operating 
companies electric utility, conducting financial operations and 
information system audits, performing audits and reviews for 
compliance with regulatory and legal requirements and 
contracts with vendors and other parties; establishing and 
reviewing internal controls for operating companies electric 
utility, establishing and reviewing SOX compliance 
requirements/control testing and evaluating contract risks for 
the operating companies electric utility. 
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Cost Allocation Methodologies  
  

Functional Area Subledger 
Code 

 
Description 

Risk 
Management & 
Audit Services 

134 

Audit OpCos Gas includes the labor and non-labor costs for 
auditing operating companies gas utility, evaluating and 
improving risk management, ethical conduct and the 
implementation of best practices for operating companies gas 
utility, conducting financial operations and information system 
audits, performing audits and reviews for compliance with 
regulatory and legal requirements and contracts with vendors 
and other parties; establishing and reviewing internal controls 
for operating companies gas utility, establishing and reviewing 
SOX compliance requirements/control testing and evaluating 
contract risks for the operating companies gas utility. 

Controller 135 

Capital Asset Acctg includes the labor and non-labor costs 
associated with operating and non-operating company capital 
asset accounting, budgeting, regulatory reporting, business 
area support for utility areas, and operating company 
budgeting support. 

Treasurer 141 

Finance & Treasury - Corporate Governance includes the 
labor and non-labor costs related to equity and debt securities 
issuance, relationships with financial institutions, cash 
management, investing activities and monitoring the capital 
markets, holding company commercial paper transactions, 
compliance with debt covenants, corporate-wide protection of 
assets from catastrophic loss using risk financing mechanisms 
including captive risk retention and design and negotiation of 
insurance contracts with commercial and industry mutual 
underwriters, supervising the asset management firms for the  
Pension Fund and 401k benefits.  Corporate governance 
activities are generally services that are performed on behalf 
of all Xcel Energy operating companies and affiliates, 
including Xcel Energy Inc. 

Treasurer 142 

Risk Management develops and negotiates security 
agreements with counterparties; reviews high-risk vendor 
creditworthiness for the Environmental Services group; 
supports wind generation, solar carbon offsets, emission 
allowances, bundled energy and RECs, biomass and other 
renewable energy purchase agreements; participates in 
industry contracts working groups; representing Xcel Energy 
operating utilities; performs production cost modeling and 
analysis for corporate budgeting; analyzing value and risks of 
structured purchases and generation system modifications; 
performs long range system modeling to evaluate large 
capacity acquisition alternatives; provides central coordination 
of annual capital funding process for Distribution and 
maintains and administers the Risk Registry database,  
evaluates and prioritizes specific risk mitigations for 
distribution assets; develops strategies for distribution 
infrastructure including building and implementing  stochastic 
models for asset life-cycle analysis and other ad hoc asset 
specific requests; creates retail and system load and energy 
forecasts providing regular updates to senior management 
and analyses of key drivers; provides data support 
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Cost Allocation Methodologies  
  

Functional Area Subledger 
Code 

 
Description 

Risk 
Management & 
Audit Services, 
Treasurer 

143 

Risk Management Corporate Governance includes the labor 
and non-labor costs of providing administration of the 
Transaction Review Committee which handles contract and 
deal approvals for Commercial Operations, Resource 
Planning and Energy Supply, provides analysis associated 
with key risks facing Xcel Energy Inc., negotiates and 
manages required security (e.g., bank letters of credit, bonds 
and guarantees among others); reviews and approves all 
documents requiring Contracts area sign-off. Corporate 
governance activities are generally services that are 
performed on behalf of all Xcel Energy operating companies 
and affiliates, including Xcel Energy Inc. 

Risk 
Management & 
Audit Services 

144 

Prop Trading - Frt/Mid Office includes the labor and non-labor 
costs associated with proprietary trading activities which are 
short term transactions undertaken in the wholesale electric 
markets where electricity is purchased for the purpose of 
selling it.  Also included are supporting activities: evaluating 
the credit worthiness of counterparties, reviewing contracts to 
ensure that regulations are being complied with, evaluating 
profitability and appropriateness of trades to ensure they are 
in the best interest of shareholders and rate payers, and 
ensuring that trades identified as proprietary appropriately fall 
into that category. 

Risk 
Management & 
Audit Services 

145 

Gen/Prop Trading - Mid Office includes the labor and non-
labor costs associated with independent evaluation and risk 
measurement of trading and generation book transactions, 
including preparing daily P&L (profit and loss) reports and 
individual trader profit and loss reports for the prop book, daily 
generation book valuation reports for each system showing all 
net fuel positions and any forward sales values and/or hedges, 
ensuring that margin reporting follows all SEC rules and 
GAAP reporting and that credit and risk policies and 
procedures are complied with.   

Financial 
Planning and 
Risk 
Management & 
Audit Services 

146 

Risk Mgmt - OpCos includes the labor and non-labor costs of 
oversight and administrative of operating company risk 
management work, working with counterparties to establish 
enabling agreements with operating companies, risk 
management reports including all operating companies (such 
as CDAD - Contract Development, Approval & Delegation or 
TRC- Transaction Review Committee Reporting). 
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Cost Allocation Methodologies  
  

Functional Area Subledger 
Code Description 

Treasurer 147 

Captive Insurance - The Property Loss Control Engineers 
services includes the labor and non-labor costs for each 
primary Operating Company(s) (OpCos) as well as all of 
Energy Supply Services.  Having an expertise in an area, they 
lend support to each other and members of Energy Supply, 
and the Utilities Group, throughout the corporation.  Fire 
Protection, Transformer Maintenance, Turbine 
Characteristics, Policies and Procedures are some of the 
areas in which expertise has been developed.  This expertise 
is then shared on a regular basis to the benefit of all OpCos 
and it is further shared at periodic Engineering meetings 
hosted by Hazard Insurance, which bring together Engineers 
from the OpCos, the Property Loss Control Engineers and 
Insurance Company representatives to promote Loss Control. 

Financial 
Planning 417 

Rates & Regulation includes the labor and non-labor costs for 
determining the regulated utilities' revenue requirements and 
rates for electric and gas customers regulatory strategy, 
coordinating the regulatory compliance requirements, 
establishing and maintaining relationships with regulatory 
bodies, policy development of regulatory and legislative 
strategy,  preparing and organizing rate case filings. 

Controller 431 

Energy Markets Business Services includes the labor and 
non-labor costs for financial analysis, budgeting and 
administrative support, managerial reporting and business 
planning and process initiatives, independent daily forward 
valuation and risk measurement of commodity transactions 
and system fuel and purchase power requirements to meet 
system loads, as well as proprietary or trading transactions; 
creates retail system load and energy forecasts providing 
regular updates to senior management and analyses of key 
drivers, reviews and provides comments to dealmakers on 
non-standard agreements and associated confirmation 
agreements in the areas of coal supply, gas supply, wood 
fuel, rail, trucking, structured power purchases and 
nuclear/uranium concentrates and services; provides 
analyses for electric/gas hedge studies and sensitivities; 
creates load management forecast, jurisdictional peak 
demand forecasts, and cost of service studies for energy 
trading and marketing. 

Financial 
Planning 440 

Utilities Group A&G (Administrative and General) FERC 921 
services includes the labor and non-labor costs for utilities 
group leadership, management and support services for the 
distribution, transmission, transportation and supply chain 
areas. 
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Cost Allocation Methodologies  
  

Functional Area Subledger 
Code Description 

Financial 
Planning 459 

ES Operations Management North services include 
management of energy supply operations services labor and 
non-labor costs for the following accountabilities:  Operate 
plant equipment within requirements, maintain plant 
equipment, manage plant personnel in accordance with labor 
contracts, suggest/implement plant improvements, maintain 
community relationships, establish operations and 
maintenance policies and procedures and overhaul planning 
and execution. This allocation is used when NSPM & NSPW 
jurisdictions are benefiting from the services.   

Financial 
Planning 468 

Transm Elec FERC 566 services include transmission electric 
labor and non-labor costs associated with accounting, 
budgeting, regulatory reporting, and capital asset accounting. 

Financial 
Planning 469 

Elec Dist FERC 588 services include electric distribution labor 
and non-labor costs associated with accounting, budgeting, 
regulatory reporting, and capital asset accounting. 

Financial 
Planning 470 

Gas Dist FERC 880 services include gas distribution labor 
and non-labor costs associated with accounting, budgeting, 
regulatory reporting, and capital asset accounting. 

Financial 
Planning 472 

'Elec Dist FERC 588 South (PSCo & SPS) services include 
electric distribution labor and non-labor costs associated with 
accounting, budgeting, regulatory reporting, and capital asset 
accounting.  

Financial 
Planning 474 

Elec Dist, Gas Dist, & Gas Trans FERC 588, 880, 859 
services include gas distribution, gas transmission, and 
electric distribution labor and non-labor costs associated with 
accounting, budgeting, and regulatory reporting.   

 
Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the 
relevant operating company pays insurance premiums for operating-company-specific policies.  These premiums are 
shown as direct charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be 
determined or which are incurred on behalf of all operating companies.  For example, general Budgeting services are 
provided on a centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these 
services are allocated to the legal entities using allocations.  The particular methods utilized for each service area are 
described above. 
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Major Business Functions and Key Activities 
 
 

Introduction 

General Counsel provides critical legal and strategy services to Xcel Energy, its operating companies 
and its subsidiaries with a focus on advancing strategic objectives. In addition to Legal Services, 
General Counsel includes Claims Services, Public Policy, Environmental Policy, and Federal 
Regulatory / Governmental Affairs. 

Customer Value 

The Legal Services group anticipates and fulfills the legal needs of Xcel Energy Inc., its Board of 
Directors, Officers, Subsidiaries, Business Areas, and Corporate Operations Areas.  It provides 
services related to a myriad of complex legal issues related to corporate governance and compliance, 
securities, labor and employment law, litigation, contracts, franchises, rates and regulation, 
environmental matters, real estate, and other legal matters.  In addition, Legal Services supports Xcel 
Energy and its subsidiaries in fulfilling Corporate and Business Area strategies, ranging from 
maintaining and improving stakeholder and regulatory relationships to continued leadership on 
environmental issues.   

The Claims Services group provides effective, efficient, and professional claims services for Xcel 
Energy’s matters related to casualty, public, and legal entity claims against the company; ranging 
from simple liability claims to catastrophic loss investigations.  When the company is entitled to 
indemnity or compensation from insurers or other third parties for losses or damages to company 
equipment and or facilities, Claims Services helps ensure that the company recovers amounts 
sufficient to compensate it for loss, to the extent possible.  In addition to Legal Services support, the 
Claims group also provides as needed support to the Operating Companies and subsidiaries in their 
respective service territories and jurisdictions.   
 
The Policy and Federal Affairs group is responsible for advancing Xcel Energy’s public policy and 
ensuring the company’s positions create value for the corporation, its customers and its many 
stakeholders.  The organization promotes the company’s interests in the federal legislative 
process.  In addition, the group designs and advocates for federal and state policies related to a 
number of utility issues, including the environment, air quality, climate change, renewable energy, tax, 
state and federal regulation and regional energy markets along with emerging technology.   
 
The Federal Government Affairs organization promotes the company’s interests in the federal policy 
development process, working directly with congressional and administration officials on a range of 
issues affecting our customers, shareholders and the communities we operate in.  The group also 
leads the company's efforts to coordinate as necessary with national trade associations such as the 
Edison Electric Institute, Nuclear Energy Institute, and the American Gas Association.    
 
The Federal Regulatory Affairs group leads the company’s efforts related to the Federal Energy 
Regulatory Commission (FERC) and the North American Electric Corporation (NERC) on policy and 
regulatory issues including wholesale transmission and markets matters and electric grid 
reliability.  Activities include management of the company’s filings and protesting and commenting on 
rulemakings, third party filings and reliability standards.  The group also advises internal personnel on 
tariff and regulatory requirements and provides enterprise-wide oversight of compliance with FERC 
and NERC requirements. 
 
The Environmental Policy & Emerging Technology group is responsible for advancing Xcel Energy's 
public policy as it relates to environmental regulation, and ensuring the company's environmental 
policy positions create value for the Company's customers, shareholders and many stakeholders. The 
organization designs and advocates for federal and state policies related to a number of 
environmental and clean energy policy areas, including climate policy, renewable and clean energy  
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Major Business Functions and Key Activities 
 
 

Customer Value 
 
policy, and conventional pollutant policy across air, water and waste issues. The Emerging 
Technology part of the group researches and conducts pilot projects for new technologies that are 
changing the utility business, providing insight to the Company on risks and opportunities created by 
technology advancement. 
 
Policy Development is responsible for developing, advising and coordinating corporate 
strategy related to our engagement in Regional Transmission Organizations and other market and 
transmission related organizations as well as assisting the federal government affairs team on federal 
policy issues.    This includes coordinating policy between the different operating companies and 
business units as well as keeping senior management apprised of major policy decisions in a timely 
manner through our administration of the RTO Committee.   Policy Development is also responsible 
for managing the federal political action committee, the Governors’ Club as well as coordinating our 
participation in political associations 
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General Counsel 2016 O&M Cost Drivers 
  

 
 
Labor – Labor for the General Counsel organization is made up of exempt, benefit and non-benefit 
personnel to perform the key activities described under the Major Business and Key Activities section.  
 
Outside Legal – Expenses for outside legal costs (outside law firms, experts, court reporters, etc.). 

 
Employee Expenses – Employee expenses for travel, continued legal education, professional 
association dues, training and professional conferences. 
 
Donations, Dues and Fees – Donations, dues and fees includes items such as professional association 
dues, community sponsorships, civic and political activity, utility associations, charitable contributions, and 
other deductions. 
 
Other – Other expenses are primarily software support and maintenance costs associated with Legal 
Services’ software applications, and also include benchmarking survey expenses. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Labor 
41% 

Outside Legal 
48% 

Employee 
Expenses 

3% 
Donations, Dues 

and Fees 
2% 

Other 
6% 

General Counsel (Total Xcel Energy) 
2016 O&M Budget = $40.3M 
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2016 Walk Forward of Major Cost Drivers 
 

 
 

 
 
 
 
Labor –Base productive and non-productive labor costs are increased based on 3% merit increases. The 
budget includes an updated workforce plan and full staffing levels.   
 
Outside Legal – Expenses for outside legal costs fluctuate year-to-year due to the number, type, and 
magnitude of legal matters or increase/decrease in outside legal fees.  

 
Other – Other expenses are primarily software support and maintenance costs associated with Legal 
Services’ software applications, and also include benchmarking survey expenses. 
 
 
 

2015 July Year-End O&M Forecast 39,782

Base Labor 983
3% Merit increase 461
Other Labor 521

Outside Legal (391)
Boulder (696)
Other Legal Matters 305

Other Expenses (46)

2016 O&M Budget 40,326

General Counsel 2016 O&M 
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$544K increase, or 1.4% 
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General Counsel 2017 O&M Cost Drivers 
  

 

 
 
Labor – Labor for the General Counsel organization is made up of exempt, benefit and non-benefit 
personnel to perform the key activities described under the Major Business and Key Activities section.  
 
Outside Legal – Expenses for outside legal costs (outside law firms, experts, court reporters, etc.). 

 
Employee Expenses – Employee expenses for travel, continued legal education, professional 
association dues, training and professional conferences. 
 
Donations, Dues and Fees – Donations, dues and fees includes items such as professional association 
dues, community sponsorships, civic and political activity, utility associations, charitable contributions, and 
other deductions. 
 
 
Other – Other expenses are primarily software support and maintenance costs associated with Legal 
Services’ software applications, and also include benchmarking survey expenses. 
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General Counsel (Total Xcel Energy) 
2017 O&M Budget = $40.5M 

General Counsel 6 September 1, 2015 
Xcel Energy 



 

2017 Walk Forward of Major Cost Drivers 
 

 
 

 
 
 
 
Labor –Base productive and non-productive labor costs are increased based on 3% merit increases. The 
budget includes an updated workforce plan and full staffing levels.   
 
Outside Legal – Expenses for outside legal costs fluctuate year-to-year due to the number, type, and 
magnitude of legal matters or increase/decrease in outside legal fees.  

 
Other – Other expenses are primarily software support and maintenance costs associated with Legal 
Services’ software applications, and also include benchmarking survey expenses. 
 
 
 
 

2016 O&M Budget 40,326

Base Labor 671
3% Merit increase 491
Other Labor 180

Outside Legal (492)
Boulder 0
Other Legal Matters (492)

Other Expenses 4

2017 O&M Budget 40,510

General Counsel 2017 O&M 
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2018 Walk Forward of Major Cost Drivers 
 

 
 

 
Labor – Labor for the General Counsel organization is made up of exempt, benefit and non-benefit 
personnel to perform the key activities described under the Major Business and Key Activities section.  
 
Outside Legal – Expenses for outside legal costs (outside law firms, experts, court reporters, etc.). 

 
Employee Expenses – Employee expenses for travel, continued legal education, professional 
association dues, training and professional conferences. 
 
Donations, Dues and Fees – Donations, dues and fees includes items such as professional association 
dues, community sponsorships, civic and political activity, utility associations, charitable contributions, and 
other deductions. 
 
Other – Other expenses are primarily software support and maintenance costs associated with Legal 
Services’ software applications, and also include benchmarking survey expenses. 
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General Counsel (Total Xcel Energy) 
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2018 Walk Forward of Major Cost Drivers 

 
 

 
 

 
 
 
 

Outside Legal – Expenses for outside legal costs fluctuate year-to-year due to the number, type, and 
magnitude of legal matters or increase/decrease in outside legal fees.  

 
Other – Other expenses are primarily software support and maintenance costs associated with Legal 
Services’ software applications, and also include benchmarking survey expenses along with rent / dues & 
donations. 

 
Labor –Base productive and non-productive labor costs are increased based on 3% merit increases. The 
budget includes an updated workforce plan and full staffing levels.   

 
 

2017 O&M Budget 40,510

Base Labor 720
3% Merit increase 511
Updated Workforce Plan 209

Outside Legal (54)

Other Expenses 16

2018 O&M Budget 41,192

General Counsel 2018 O&M 
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General Counsel Organization Hierarchy 
 
 
Functional Organization Chart 
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Major Business Functions and Key Activities 
 
 
The General Counsel Business area is a part of Xcel Energy Services Inc. (XES) and provides a variety 
of support services to Xcel Energy Inc. and its subsidiaries. These services are provided in accordance 
with the XES Service Agreements entered into with each subsidiary. The Service Agreements are 
administered in accordance with Federal Energy Regulatory Commission (FERC) regulations regarding 
public utility holding companies (PUHCA). 
 
General Counsel Management  
 
General Counsel Management includes oversight of the work performed by Claims Services, Legal 
Services, Public Policy, Environmental Policy, Federal Regulatory and Federal Governmental Affairs as 
cost management for the entire General Counsel Business area. 
 
Legal Services 

• Anticipates and fulfills the legal needs of Xcel Energy, its’ Board of Directors, officers, legal 
entities, business areas and corporate operations in a responsive, timely and accurate manner to 
protect the assets and to minimize potential liability, which benefits company stakeholders: 
customers, shareholders and employees.   

• Provides services related to corporate governance and compliance, securities, labor and 
employment law, litigation, contracts, franchises, rates and regulation, environmental matters, 
real estate and other legal matters. 

• Supports Xcel Energy and its subsidiaries in fulfilling corporate and business area strategies 
ranging from maintaining/improving stakeholder and regulatory relationships to continued 
leadership on environmental issues. 

 
Claims Services 

• Provides effective, efficient and professional 24 x 7 claims services for Xcel Energy’s matters 
related to casualty, public and legal entity claims against the company; ranging from simple 
liability claims to investigations of catastrophic loss investigations. Pursues indemnification or 
compensation for losses or damages to company equipment and/or facilities. 

• Supports Legal Services and the operating companies in their respective service territories within 
regional jurisdictions.  Occasionally, Claims Services may be asked to provide services to an Xcel 
Energy non-utility subsidiary (e.g., Eloigne).   

• Provides training seminars for employees to ensure compliance with claims investigation 
procedures. 

 
Policy and Federal Affairs 

• Assists the Company in developing company-wide strategies; assists business areas in 
developing business strategies and plans, and reviews progress on their execution. 

• Facilitates the development of Long-Term Incentive Scorecard and Corporate Scorecard and Key 
Performance Indicators (KPIs) and monitors progress toward achievement of goals. 

• Evaluates opportunities and threats from new business challenges, including new energy 
technologies for future utility uses and/or applications. 

• Provides corporate strategic intelligence services. 
 

Federal Government Affairs  
• Help lead efforts to develop company positions on relevant federal policy 
• Anticipate, monitor, and influence federal legislative and regulatory developments affecting the 

company, ratepayers, employees, and shareholders 
• Develop relationships with key federal policymakers including Members of Congress, Senators, 

federal agency officials and their staffs 
• Facilitate continuous dialogue with each operating company and business unit, providing 

information on policy and political developments affecting the company 
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Major Business Functions and Key Activities 
 

 
General Counsel Management  

 
Federal Government Affairs  

• Interact regularly with industry trade associations; ensure that industry efforts are in line with 
company objectives 

 
Federal Regulatory Affairs 

• Lead the company’s engagement on policy initiatives of the  Federal Energy Regulatory 
Commission (FERC) and the North American Electric Corporation (NERC)  

• Lead engagement in regional transmission organizations (RTOs) on transmission rate matters  
• Manage the company’s FERC filings relating to wholesale transmission and markets matters and 

electric grid reliability 
• Provide enterprise-wide oversight of compliance with FERC and NERC requirements 
 

Environmental Policy & Emerging Technology 
• Develop and advocate public policies in climate, environmental, and clean energy designed to 

create value for the company and its customers. 
• Advise on and inform the company's strategy in environmental policy and emerging technology. 
• Research emerging technologies that create risks and opportunities for the business, including 

conducting pilot projects where appropriate.  
• Advocate positions through proactive engagement in public forums, independently or in support 

of Regulatory and Governmental Affairs. 
• Develop communications on environmental policy and technology matters to support annual 

reporting, federal financial filings, press releases, and media requests. 
 

Policy Development 
• Advise and develop corporate regional transmission organization strategy 
• Develop and coordinate federal policy  
• Manage political association activities and PAC giving  
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Cost Allocation Methodologies 
 
The methods used to distribute costs to legal entity and utility include: 
 
Operating Company Direct Charges: 
 
General Counsel direct charges non-labor outside legal counsel costs to the specific legal entity for 
which the services were performed or costs incurred.   
 
Service Company Direct Charges: 
 
Service Company charges are direct charged whenever possible.  General Counsel direct charges 
most labor and non-labor costs to the specific legal entity for which the services were performed or 
costs incurred.   
 
Service Company Allocated Charges:  
 
When direct charging is not practical, or where services performed are not specifically related to a 
legal entity, General Counsel allocates labor and non-labor costs to the legal entities benefiting from 
the services performed or costs incurred.   
 

Subledger Code Functional Area Description 

134 GC Policy & 
Federal Affairs 

AUDIT OpCos Gas includes the labor and non-labor costs for 
auditing operating companies gas utility, evaluating and 
improving risk management, ethical conduct and the 
implementation of best practices for operating companies gas 
utility, conducting financial operations and information system 
audits, performing audits and reviews for compliance with 
regulatory and legal requirements and contracts with vendors 
and other parties; establishing and reviewing internal controls 
for operating companies gas utility, establishing and 
reviewing SOX compliance requirements/control testing and 
evaluating contract risks for the operating companies gas 
utility.  This is primarily used by the Audit Services 
department. 

161 GC Policy & 
Federal Affairs 

Corporate Strategy & Business Development  - Corporate 
Governance includes the labor and non-labor costs 
associated with providing leadership for the implementation 
of company-wide business strategies and plans; portfolio 
management including the evaluation of potential 
opportunities for mergers, acquisitions and divestitures; 
providing financial, analytical and reporting support; 
researching and providing business intelligence information.  
Corporate governance activities are generally services that 
are performed on behalf of all Xcel Energy operating 
companies and affiliates, including Xcel Energy Inc. This 
allocator is primarily used by the Portfolio Strategy area. 

163 GC Legal 

LEGAL OPCo Electric services includes the labor and non-
labor costs for operating companies electric utility legal 
services related to: labor and employment law, litigation, 
rates and regulation, environmental matters, real estate and 
contracts.  This is primarily used by the General Counsel 
area.   
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Subledger Code Functional Area Description 

164 GC Policy & 
Federal Affairs 

Legal OPCo Gas NSPM, NSPW and PSCO Gas services 
includes the labor and non-labor costs for operating 
companies gas utility legal services related to: labor and 
employment law, litigation, rates and regulation, 
environmental matters, real estate and contracts.  This is 
primarily used by the General Counsel area.   

170 GC Legal 

Legal services includes the labor and non-labor costs for 
operating and non-operating legal services related to: labor 
and employment law, litigation, rates and regulation, 
environmental matters, real estate and contracts.  This is 
primarily used by the General Counsel area.   

171 

GC Legal & 
GC VP 
General 
Counsel 

Legal services Corporate Governance includes the labor and 
non-labor costs for anticipating and fulfilling the legal needs 
of Xcel Energy, its Board of Directors, officers, legal entities, 
business areas and corporate operations to protect the 
company's assets and to minimize potential liability.  Provides 
services related to labor and employment law pertaining to 
Service Company employees, litigation, contracts, rates and 
regulation, environmental matters and other legal matters.  
Supports Xcel Energy and its subsidiaries in fulfilling 
corporate and business area strategies ranging from 
maintaining/improving regulatory relationships to continued 
leadership on environmental issues.   Corporate governance 
activities are generally services that are performed on behalf 
of all Xcel Energy operating companies and affiliates, 
including Xcel Energy Inc.  This allocator is primarily used by 
the General Counsel area. 

172 GC Legal 

Legal - NSPM & NSPW services includes the labor and non-
labor costs for NSPM & NSPW operating companies legal 
services related to: labor and employment law,  litigation, 
rates and regulation, environmental matters, real estate and 
contracts.  This is primarily used by the General Counsel 
area.   

173 GC Legal 

Legal - NSPM & NSPW Electric services includes the labor 
and non-labor costs for NSPM & NSPW operating companies 
electric legal services related to: labor and employment law, 
litigation, rates and regulation, environmental matters, real 
estate and contracts. This is primarily used by the General 
Counsel area. 

174 GC Legal 

Legal - OpCos services includes the labor and non-labor costs 
for operating companies legal services related to: labor and 
employment law, litigation, rates and regulation, 
environmental matters, real estate and contracts.  This is 
primarily used by the General Counsel area.   

180 GC Policy & 
Federal Affairs 

Communications  - Corporate Governance includes the labor 
and non-labor costs to assist and ensure Executive 
Management, Investor Relations and others communicate 
appropriately with shareholders, the public, and other key 
stakeholder audiences.  Key projects include: development 
and production of the annual report and other 
communications to investors; speeches, videos, and major 
presentations delivered by top executives; and speeches, 
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displays, video and presentations for the company's annual 
meeting of shareholders.  Media Relations contributes to 
building Xcel Energy's reputation by developing media and 
public relations strategies for major company initiatives and 
issues; responding to news media inquiries; working pro-
actively with the media to forward story ideas and 
information about company events, policies and actions, and 
providing media training for company spokespersons.  
Media Relations also plays a key role in crisis 
communications and emergency preparedness efforts.   
Corporate governance activities are generally services that 
are performed on behalf of all Xcel Energy operating 
companies and affiliates, including Xcel Energy Inc.  This 
allocator is primarily used by the Corporate Communications 
area. 

409 GC Policy & 
Federal Affairs 

Federal Lobbying services includes the labor and non-labor 
costs for federal and state lobbying activities and the federal 
Political Action Committee (PAC).  This is primarily used by 
the Federal and State Affairs organization. 

410 GC Policy & 
Federal Affairs 

Governmental Affairs includes the labor and non-labor costs 
associated with the interpretation of laws  regulations and 
environmental policy to ensure compliance and cost 
effectiveness for Xcel Energy customers and stockholders 
Internal legislative policy development and issues 
management, appraise management and internal customers 
of political and policy trends and developments, develop and 
maintain relationships with regulatory officials and staff.  This 
is primarily used by Federal and State Affairs and the 
Environmental areas. 

417 GC Policy & 
Federal Affairs 

Rates & Regulation includes the labor and non-labor costs for 
determining the regulated utilities' revenue requirements and 
rates for electric and gas customers regulatory strategy, 
coordinating the regulatory compliance requirements, 
establishing and maintaining relationships with regulatory 
bodies, policy development of regulatory and legislative 
strategy,  preparing and organizing rate case filings.  This is 
primarily used by the Regulatory & Resource Planning area. 

418 GC Policy & 
Federal Affairs 

Rates & Regulation - Electric includes the labor and non-
labor costs for determining the regulated utilities' electric 
utility revenue requirements and rates for electric customers 
regulatory strategy, coordinating the regulatory compliance 
requirements, establishing and maintaining relationships with 
regulatory bodies, policy development of regulatory and 
legislative strategy,  preparing and organizing rate case 
filings.  This is primarily used by the Regulatory & Resource 
Planning area. 

525 GC Policy & 
Federal Affairs 

Utility Innovations services include the labor and non-labor 
costs incurred for initiatives to extend the lives of plant assets 
including servers, data storage and PC's.  This is primarily 
used by the Business Systems organization. 
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Operating Company Direct Charges are costs incurred directly by a particular operating company.  For example, the relevant 
operating company pays insurance premiums for operating-company-specific policies.  These premiums are shown as direct 
charges to that operating company. 
 
Service Company Direct (“Svc Co Direct”) Charges are costs incurred by the Service Company on behalf of an operating 
company.  For example, some Budgeting personnel may be involved in a specific operating company initiative (e.g., a rate 
case or other regulatory filing).  Any Service Company labor costs associated with this initiative are billed directly to the 
relevant operating company. 
 
Service Company Allocated (“Svc Co Alloc”) Charges are costs for which a unique operating company cannot be determined or 
which are incurred on behalf of all operating companies.  For example, general Budgeting services are provided on a 
centralized basis for all Xcel Energy legal entities.  The Service Company labor costs associated with these services are 
allocated to the legal entities using allocations.  The particular methods utilized for each service area are described above. 
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