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SUMMARY OF THE REBUTTAL TESTIMONY OF GEORGE E. TYSON II 
 

Mr. George Tyson is Vice President, Treasurer of Xcel Energy Services Inc. 

(“XES”), and adopts the Direct Testimony and Attachments of Mary P. Schell that was 

filed in this proceeding. 

In his Rebuttal Testimony Mr. Tyson responds to issues raised by several parties 

regarding Public Service’s capital structure and cost of debt.  In addition he responds to 

recommendations made by CPUC Staff regarding the Company’s returns on pension 

assets, the Company’s management of the pension assets, and the Company’s decision 

to make contributions to the pension trust funds in excess of the minimum amounts 

required under the Pension Protection Act. 

 
 



 
 

 Mr. Tyson shows that the hypothetical capital structures proposed by Staff 

witness, Dr. Scott England, OCC witness, Mr. Ron Fernandez, CHECC witness Mr. 

Kevin O’Donnell and FEA-CEC witness Mr. Michael Gorman are neither representative 

of the financial risk profile of the Company nor of the actual capital structure that is 

funding the Company’s utility investments.  He refutes claims made by these parties that 

a regulated capital structure with 56 percent equity is unreasonable as compared to the 

capital structures maintained at Xcel Energy’s other operating utility subsidiaries and 

other similar utilities.  He also explains the likelihood that the credit rating agencies would 

change the Company’s credit outlook and potentially its credit ratings if the financial 

recommendations of the Staff and Intervenors were approved by the Commission  

 Mr. Tyson also provides additional clarification regarding the Capital Employed 

Approach that was proposed in Ms. Schell’s Direct Testimony for further understanding 

of the methodology, which provides a more accurate representation of our cost of long-

term debt and the capital structure proportions.   

 He shows why the OCC’s recommendation to exclude fees associated with our 

credit facility from the calculation of the cost of debt is not warranted.   

 As promised in Ms. Schell’s Direct Testimony, Mr. Tyson updates the projected 

cost of the 2015 planned long-term debt issuance resulting in a slight reduction in the 

embedded cost of debt for the 2015 Test Year to 4.66 percent.   

Addressing the pension issues raised by Staff witnesses, Ms. Fiona Sigalla and 

Mr. David Pitts, Mr. Tyson refutes Staff’s suggestion that the Company has not managed 

its pension portfolios effectively.  The Company has a rigorous process for developing 
 
 



 
 

and implementing its pension investment strategy, and that strategy has paid off with 

annual returns exceeding 11.0 percent over a 30-year period. 

  Mr. Tyson also explains why the Commission should also give little weight to 

Staff’s comparison of the Company’s returns to the returns of a group of 36 utilities 

sampled by Moody’s.  The Company’s pension trusts were much better funded than the 

pension trusts of the utilities in the Moody’s sample going into 2013, and therefore the 

Company had appropriately adopted a more conservative allocation for its investment 

portfolio  Given the funded status of the Company’s plans, the portfolios had a 

meaningful allocation to liability hedging investment, whereas that is likely not the case 

for the companies in the Moody’s article in light of the average beginning funded status 

in 2013 being below 80 percent.    Thus, the Staff witnesses are effectively criticizing the 

Company for doing exactly what the Staff claims the Company should do, which is to 

reduce the downside risk presented by the pension trust funds. 

Finally, Mr. Tyson demonstrates that Staff’s proposed disallowance of part of the 

prepaid pension asset on the ground that the Company made “voluntary” contributions to 

the pension trust funds is unfounded.  Mr. Tyson’s testimony explains that the 

contributions are consistent with the long term objectives of the funding requirements of 

the Pension Protection Act.  To the extent some contributions occur in excess of the 

minimum required contributions those contributions were made to smooth the 

contribution stream over time and to help mitigate the volatility of the funded status.  
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GLOSSARY OF ACRONYMS AND DEFINED TERMS 
 

Acronym/Defined Term Meaning 

Public Service or the Company Public Service Company of Colorado 

Commission Staff, CPUC Staff, or 
Staff 

Colorado Public Utilities Commission 

CEC Colorado Energy Consumers 

CHECC Colorado Healthcare Energy Coordinating 
Council 

CLIMAX Climax Molybdenum Company 

FEA Federal Executive Agencies 

CACJA Clean Air Clean Jobs Act 

OCC Colorado Office of Consumer Counsel 

Xcel Energy Xcel Energy Inc. 

FAS 87 Financial Accounting Standard 87 

CF&I CF&I Steel Company, Inc. 

ROE Return on Equity 

ALJ Administrative Law Judge 

WACC Weighted Average Cost of Capital 

PPA Purchased Power Agreement 

EBITDA Earnings Before Interest Taxes Depreciation and 
Amortization 

FFO Funds from Operations 

 
 



 
 

Acronym/Defined Term Meaning 

S&P Standard & Poor’s 

AFUDC Allowance for Funds Used During Construction 

FERC Federal Energy Regulatory Commission 

EROA Expected Return on Assets 

AIG American International Group 
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I. INTRODUCTION, QUALIFICATIONS, PURPOSE OF TESTIMONY, AND 1 
RECOMMENDATIONS 2 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 3 

A. My name is George E. Tyson II.  My business address is 414 Nicollet Mall, 4 

Minneapolis, MN 55401. 5 

Q.  BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?  6 

A.  I am employed by Xcel Energy Services Inc., a wholly-owned subsidiary of Xcel 7 

Energy Inc. (“Xcel Energy”), the parent company of Public Service Company of 8 

 
 



 
 

Colorado (“Public Service” or the “Company”). My job title is Vice President, 1 

Treasurer. 2 

Q.  ON WHOSE BEHALF ARE YOU TESTIFYING IN THE PROCEEDING?  3 

A.  I am testifying on behalf of Public Service. 4 

Q. HAVE YOU INCLUDED A DESCRIPTION OF YOUR QUALIFICATIONS, 5 

DUTIES AND RESPONSIBILITIES? 6 

A. Yes.  A description of my qualifications, duties and responsibilities is included as 7 

Attachment A. 8 

Q. HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS PROCEEDING? 9 

A. No.  However, I am adopting the Direct Testimony and Attachments of Mary P. 10 

Schell.    11 

Q. CAN YOU PROVIDE THE PURPOSE OF YOUR REBUTTAL TESTIMONY?   12 

A. My Rebuttal Testimony is divided into two main parts. In the first part, I will: 13 

• Show that the hypothetical capital structures recommended by Staff of the 14 

Colorado Public Utilities Commission (“Commission Staff” or “Staff”), the 15 

Colorado Office of Consumer Counsel (“OCC”) and the Colorado Healthcare 16 

Electric Coordinating Council (“CHECC”), are neither representative of the 17 

financial risk profile of the Company nor of the actual capital structure that is 18 

funding our investments.   19 

• Refute claims made by the Intervenors that Public Service’s recommended 20 

capital structure is unreasonable as compared to the capital structures 21 
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maintained at Xcel Energy’s other operating utility subsidiaries and other 1 

similar utilities. 2 

• Address the consequences if the financial recommendations of the Staff and 3 

Intervenors were approved by the Colorado Public Utilities Commission 4 

(“Commission”). 5 

• Provide additional clarification regarding the Capital Employed Approach that 6 

was proposed in Ms. Schell’s Direct Testimony for further understanding of the 7 

methodology, which provides a more accurate representation of our cost of 8 

long-term debt and the capital structure proportions.   9 

• Address the OCC’s recommendation to exclude fees associated with our credit 10 

facility from the calculation of the cost of debt. 11 

• Provide an update, as stated in the Direct Testimony, for the projected cost of 12 

the 2015 planned long-term debt issuance and the resulting updated 13 

embedded cost of debt for the 2015 Test Year. 14 

In the second part, I will respond to recommendations made by CPUC Staff 15 

witnesses, Ms. Fiona Sigalla and Mr. David G. Pitts, regarding the Company’s 16 

returns on pension assets, the Company’s management of the pension assets, 17 

and the Company’s decision to make contributions to the pension trust funds in 18 

excess of the minimum amounts required under the Pension Protection Act.      19 

20 
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Q. ARE YOU SPONSORING ANY ATTACHMENTS AS PART OF YOUR 1 

REBUTTAL TESTIMONY? 2 

A. Yes.  I am sponsoring Attachments Nos. GET-10 through GET-16.    3 

Q.       WHAT RECOMMENDATIONS ARE YOU MAKING IN YOUR TESTIMONY? 4 

A. I recommend that the Commission accept the Company’s actual capital structure 5 

consisting of 56% equity and 44% debt for the Test Year, which is down from 6 

56.25% equity as of the end of the 2013.   The proposed regulatory capital 7 

structure reflects the proportion of debt and equity we actually use to finance our 8 

utility investments and is necessary to offset the effects of off-balance sheet debt 9 

from operating leases and purchased power agreements.  In contrast, the 10 

hypothetical capital structures recommended by the Opposing Intervenor 11 

witnesses are neither representative of the financial risk profile of the Company 12 

nor of the actual capital structure that is funding our investments.   13 

 I then recommend that the Commission approve the embedded cost of debt we 14 

are forecasting for the Test Year of 4.66 percent.  This debt cost is calculated 15 

using the Capital Employed method that corrects the mismatch between the debt 16 

cost that customers are assessed and the debt cost the Company actually incurs 17 

in any given year.   It also reflects the Company’s most current estimate of 18 

issuance cost associated with an expected $300 million bond issue in the spring 19 

of 2015.   20 

 I recommend that the Commission approve the Capital Employed Approach for 21 

determining capital structure as well to correct an overstatement of the portion of 22 
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debt used to finance utility assets that results from using the Par Value approach 1 

that has been used in the past in Colorado.   2 

 I also recommend that the Commission reject OCC witness Fernandez’ 3 

recommendation to exclude credit facility fees from our cost of debt calculation.  4 

Ever since it entered into a multi-year credit facility, the Company has included the 5 

amortization of credit facility fees as part of long-term debt cost.   This is 6 

appropriate because the notes associated with the facility are considered long-7 

term notes. 8 

I further recommend that the Commission reject Staff’s suggestion that the 9 

Company has not managed its pension trust fund portfolios appropriately.  The 10 

Company has a rigorous process for developing and managing its investment 11 

strategies, which are designed in part to preserve the funded status of the 12 

Company’s well-funded plans. The pension plans of the utilities to which Staff 13 

compare the Company are funded at a much lower level prior to 2013, and 14 

therefore they appear to be pursuing market returns, rather than trying to protect 15 

assets. 16 

  I also recommend that the Commission reject Staff’s argument that part of 17 

the prepaid pension asset should be disallowed because the Company made 18 

contributions to the pension trust funds greater than the absolute minimum 19 

amounts required by the Pension Protection Act.  The Company’s contributions 20 

are all made consistent with the long term funding requirements of the Pension 21 
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Protection Act, and the Company’s contribution strategy is designed to minimize 1 

volatility in the funded status and smooth the contribution stream over time. 2 

Q. ARE ANY OTHER WITNESSES TESTIFYING ON BEHALF OF THE COMPANY 3 

REGARDING ANNUAL PENSION COST AND THE PREPAID PENSION 4 

ASSET? 5 

A. Yes.  Company witness Richard R. Schrubbe testifies in support of the 6 

Company’s request to include its prepaid pension asset in rate base and to 7 

recover the annual pension cost calculated in accordance with Statement of 8 

Financial Accounting Standard (“FAS 87”), “Employers’ Accounting for Pensions.” 9 

In addition, Company witness Gene H. Wickes explains that both Ms. Sigalla and 10 

Mr. Pitts are mistaken regarding whether FAS 87 creates a systematic bias 11 

toward understatement of annual pension costs, and Mr. Wickes corrects Ms. 12 

Sigalla’s recitation of the treatment of prepaid pension assets by regulatory 13 

commissions in other jurisdictions. 14 

15 
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II. ISSUES RELATED TO A HYPOTHETICAL CAPITAL STRUCTURE 1 

Q. WHAT WAS THE COMMISSION STAFF’S AND OTHER INTERVENORS' 2 

PROPOSALS FOR THE COMPANY’S CAPITAL STRUCTURE IN THIS 3 

PROCEEDING? 4 

A. Most parties that addressed the issues of capital structure recommend setting 5 

rates based on a hypothetical capital structure as opposed to Public Service’s 6 

actual regulated capital structure.  Only CF&I’s witness Mr. Baudino used the 7 

capital structure recommended by the Company, but did so only on condition that 8 

the Commission approves his recommended ROE of 8.75 percent.  Commission 9 

Staff witness Dr. England, bases his proposed capital structure on an average of 10 

Public Service’s capital structure and Xcel Energy’s consolidated capital structure.   11 

Mr. Fernandez for the OCC recommends using the average of the actual 2013 12 

capital structures for Xcel Energy and Xcel Energy’s other operating utility 13 

subsidiaries.  CHECC’s witness, Mr. O’Donnell recommends that the Commission 14 

use a capital structure that “splits the difference” between Public Service’s 15 

regulated equity ratio and the equity ratio of Xcel Energy Inc.  Lastly, FEA and 16 

CEC’s witness, Mr. Gorman proposes a reduction to the Company’s proposed 17 

equity ratio based on the forecasted decline in the level of off-balance sheet debt 18 

from 2013 to 2015.  Table 1 shows the specific capital recommendations of each 19 

of these parties: 20 
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Table 1 1 

Party Long-term Debt Equity 

Staff 48.76% 51.24% 

OCC 47.3% 52.7% 

CHECC 48% 52% 

FEA-CEC 47% 53% 

Climax-CF&I 44% 56% 

 

 With the exception of Climax-CF&I, these recommendations are significantly 2 

different from Public Service’s actual regulated capital structure.  3 

Q. HAS THE COLORADO COMMISSION RECENTLY RULED ON THE 4 

PROPRIETY OF SETTING PUBLIC SERVICE’S UTILITY RATES USING A 5 

HYPOTHETICAL CAPITAL STRUCTURE?  6 

A. Yes.  In December 2013, the Commission issued Decision No. C13-1568 in 7 

Proceeding No. 12AL-1298G affirming the ALJ’s Recommended Decision 8 

approving the use of the Company’s actual capital structure consisting of 56 9 

percent equity and rejecting the hypothetical capital structure recommended by 10 

Staff witness, Dr. England.   Following the Commission’s long-standing practice 11 

and the Colorado Supreme Court’s decision in Peoples Natural Gas v. Public 12 

Utilities Commission, 567 P.2d 377 (Colo. 1977), the ALJ ruled that in the 13 

absence of any evidence showing that ratepayers are materially prejudiced by the 14 
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actual capital structure that finances utility operations, the Commission should use 1 

the actual capital structure in setting rates.  Decision No. R13-1307 at ¶ 329.  2 

Q. IS THERE ANY EVIDENCE IN THIS PROCEEDING THAT THE COMPANY’S 3 

CUSTOMERS ARE MATERIALLY PREJUDICED BY THE COMPANY’S 4 

ACTUAL CAPITAL STRUCTURE? 5 

A. No.  To the contrary, while a higher equity ratio does have the effect of increasing 6 

the Company’s weighted average cost of capital relative to what it would be if the 7 

Company funded its utility investments with a lesser amount of equity, this impact 8 

has been largely offset by steady reductions in the Company’s long-term debt cost 9 

which has fallen from 6.21 percent as recently as 2009 to the forecasted level of 10 

4.66 percent as the Company’s credit quality has improved.  Indeed, the overall 11 

cost of capital the Company is seeking in this proceeding is over 100 basis points 12 

lower than the 8.72 percent weighted average cost of capital approved in 13 

Proceeding No. 09AL-299E and 28 basis points lower than the 8.08 percent 14 

weighted average cost of capital (“WACC”) approved in Proceeding No. 11AL-15 

947E, the Company’s last electric rate case.  In addition, the Company’s strong 16 

credit rating has provided it with important financial flexibility that has enabled it to 17 

enter the financial markets on favorable terms even in times when Company’s 18 

with lesser credit quality have been challenged in doing so. 19 
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Q. CAN YOU PROVIDE THE COMMISSION WITH SPECIFIC EXAMPLES OF 1 

HOW MAINTAINING PUBLIC SERVICE’S CREDIT STRENGTH HAS 2 

BENEFITTED CUSTOMERS?  3 

A. Yes.  As discussed in Ms. Schell’s Direct Testimony, Public Service’s steady 4 

credit improvement has provided a great benefit when issuing bonds.  As 5 

confirmed recently by the investment banking firm, Barclays, Public Service’s 6 

2014 30-year bond issue continues to reflect the tightest credit spread during 7 

2014 of 77 basis points out of over 90 utility issuances, although three other 8 

utilities have subsequently tied at this level.  More importantly, the average credit 9 

spread to 30 year treasury bonds at pricing has been 118 basis points for Single A 10 

rated utilities and 181 basis points for the BBB rated utilities.  There is great 11 

demand for Public Service bonds as evidenced by its 31 basis point favorability in 12 

pricing as compared to the average of single A rated utilities.  The difference 13 

between the average of Single A and BBB rated companies has been over 60 14 

basis points during 2014.  This translates into lower financing costs that will be 15 

passed on to the customer.  See Attachment No. GET-10 for Barclay’s recent 16 

report.  17 

  As important as the favorable bond pricing the Company has obtained over 18 

the last few years, has been our ability to enter the financial markets under all 19 

market conditions on reasonable terms.  In the last decade, we have witnessed 20 

extreme swings in the broader financial markets and an unprecedented, albeit 21 

short period of time during 2009 when only companies with the strongest credit 22 
10 

 



 
 

ratings were able to issue bonds on reasonable terms.  As detailed in Ms. Schell’s 1 

Direct Testimony, our financial strength allowed us to refinance some large bonds 2 

that were coming due in advance of the worst of the financial upheaval.   3 

Q. DO YOU AGREE WITH THE RECOMMENDATIONS MADE BY DR. ENGLAND, 4 

MR. FERNANDEZ AND MR. O’DONNELL?  5 

A. No, I do not.  A hypothetical capital structure is neither reflective of the operating 6 

and financial risks at Public Service nor the actual capital structure that we use to 7 

finance our investments in the electric utility.   8 

Q. WHAT WAS DR. ENGLAND’S REASONING FOR RECOMMENDING AN 9 

AVERAGE OF PUBLIC SERVICE’S AND XCEL ENERGY’S CAPITAL 10 

STRUCTURE? 11 

A. Dr. England asserts that the capital structure approved by the Commission in this 12 

proceeding should be more reflective of Public Service’s parent company because 13 

“XEL’s capitalization is what ultimately determines PSCo’s capitalization.”  Mr. 14 

Fernandez for the OCC and Mr. O’Donnell for CHECC also suggest that Public 15 

Service’s capital structure should be more closely related to Xcel Energy’s capital 16 

structure and the capital structures of Xcel’s other operating utility subsidiaries.  17 

18 
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Q. ARE THESE WITNESSES CORRECT IN CONCLUDING THAT PUBLIC 1 

SERVICE’S CAPITAL STRUCTURE SHOULD MORE CLOSELY REFLECT 2 

EITHER XCEL ENERGY’S CAPITALIZATION OR THAT OF THE OTHER 3 

OPERATING UTILITY SUBSIDIARIES?  4 

A. No.  Xcel Energy owns four separate stand-alone utility operating companies. 5 

Each of these regulated utilities has a unique capital structure based on its 6 

particular financial and operating risks. By blending Xcel Energy’s consolidated 7 

capital structure with Public Service’s stand-alone capital structure as Dr. England 8 

and Mr. O’Donnell recommend or by blending Xcel Energy’s consolidated capital 9 

structure with the capital structures of each of the other operating utility 10 

subsidiaries as Mr. Fernandez advocates, these witnesses fail to give appropriate 11 

consideration to the separate capital structure and the separate debt issuances 12 

and obligations of each of the legally separate utilities that are owned by Xcel 13 

Energy.  They are incorrectly treating all of these separate sources of capital, 14 

which are contractually limited to the separate utility businesses and are subject to 15 

the regulation of our other state commissions, as though they were used to 16 

finance Public Service’s operations.   17 

Xcel Energy has consistently managed the capital structure of each legal 18 

entity based upon the unique financial characteristics associated with each 19 

separate entity.  We meet with the rating agencies at least once a year and 20 

manage the capital structure to maintain an economic capital structure within the 21 

guidelines for a utility with our credit rating. 22 
12 

 



 
 

Q. WHAT WOULD BE THE EFFECT OF THE HYPOTHETICAL CAPITAL 1 

STRUCTURES THAT DR. ENGLAND, MR. FERNANDEZ AND MR. 2 

O’DONNELL ARE RECOMMENDING? 3 

A. The use of a hypothetical capital structure, as these witnesses recommend, would 4 

distort the correct financial structure for Public Service and is not representative of 5 

the actual way we are financing investments at Public Service.  We do not finance 6 

assets with a hypothetical capital structure nor should rates be based on a 7 

hypothetical capital structure.  Approval of a hypothetical capital structure would 8 

also be inconsistent with years of Commission practice.  9 

Q. DO YOU HAVE ANYTHING ELSE TO ADD?  10 

A. Yes.  In recommending a hypothetical capital structure for Public Service, Staff, 11 

the OCC and CHECC have not factored in the importance that the investment 12 

community places on Public Service’s stand-alone capital structure in making 13 

investment decisions with respect to Public Service.  Public Service is a separate 14 

legal corporation that manages its actual capital structure consistent with the 15 

financial risk prevailing at the operating company.  The Company issues its own 16 

debt securities and files its own quarterly and annual financial statements with the 17 

Securities and Exchange Commission.  Investors have access to this separate 18 

financial information and it is this capital structure and financial data that is relied 19 

on by investors, analysts and the credit rating agencies to evaluate the financial 20 

strength of the Company.  21 

 22 
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III. REASONABLENESS OF PUBLIC SERVICE’S 1 
ACTUAL CAPITAL STRUCTURE 2 

 
 A. Response to Messrs. Fernandez and O’Donnell. 3 

Q. MR. O’DONNELL SUGGESTS THAT THE COMPANY IS MAINTAINING AN 4 

EQUITY RATIO THAT IS HIGHER THAN “OPTIMAL” IN ORDER TO DRIVE 5 

GREATER EARNINGS FOR ITS SHAREHOLDERS, IS HE CORRECT?    6 

A. No.  As explained in Ms. Schell’s Direct Testimony, since 2003, we have 7 

managed Public Service’s regulatory capital structure to achieve an economic 8 

capital structure of approximately 50 percent equity and 50 percent debt.  This 9 

has meant maintaining an equity ratio at Public Service that is sufficient to offset 10 

the imputed debt effects of operating leases and purchased power agreements 11 

(“PPAs”), in addition to the debt-effects of capital leases and short term debt that 12 

are on our balance sheet but are excluded from the regulated capital structure.  13 

As we have had success in reducing the level of imputed debt at Public Service, 14 

we have also reduced the proportion of regulated equity we have been using to 15 

finance our utility assets from a high of 61.4 percent in 2007 to its current level of 16 

close to 56 percent as shown on Graph 1 of Ms. Schell’s Direct Testimony.    17 

Q. IN YOUR VIEW IS THE COMPANY’S EQUITY RATIO CURRENTLY ABOVE AN 18 

OPTIMAL LEVEL FROM THE RATEPAYER’S PERSPECTIVE? 19 

A. No. While a lower equity ratio will have the effect of reducing the overall return 20 

the Company earns on its utility investments, simply focusing on the difference in 21 

revenue requirements associated with different levels of equity presents an 22 
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incomplete picture of the significance of the Company’s capitalization.  In 1 

managing Public Service’s capital structure, our foremost concern is to ensure 2 

that Public Service has sufficient credit strength to be able to access the capital 3 

markets under all conditions on reasonable terms.  This is a benefit that is not 4 

easily quantified.  However, what our experience over the last decade has taught 5 

us is that only those utilities with very strong credit ratings can be assured of 6 

being able to access both long-term and short-term markets when needed on 7 

reasonable terms.    8 

Q. IS THE COMPARISON THAT MR. FERNANDEZ AND MR. O’DONNELL MAKE 9 

BETWEEN THE REGULATED EQUITY RATIO OF PUBLIC SERVICE AND THE 10 

EQUITY RATIOS OF XCEL ENERGY’S OTHER UTILITY OPERATING A 11 

MEANINGFUL ONE?  12 

A. No. There are two primary issues with drawing any meaningful conclusions from 13 

comparing Public Service’s equity ratio to the equity ratios of Xcel Energy’s other 14 

operating utility subsidiaries.  First, a comparison of regulated equity ratios does 15 

not provide an accurate picture of the financial health and financial risk profiles of 16 

Public Service as compared to Xcel Energy’s other utility operating companies.  It 17 

is much more relevant to compare the financial metrics of these utility operating 18 

companies based on the adjustments for off-balance sheet debt and operating 19 

leases that are made by the credit rating agencies, particularly Standard and 20 

Poor’s.  As explained in Direct Testimony and reiterated above, Public Service 21 

manages to its economic equity ratio and other financial metrics that, when 22 
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assessed together, drive the credit-worthiness and financial health of the 1 

Company.  The second concern I have with these comparisons is that they fail to 2 

take into account the differences in regulatory capital structures in the different 3 

states.  For example, in Minnesota and North Dakota the regulatory capital 4 

structure includes short-term debt whereas Public Service’s regulatory capital 5 

structure excludes the impacts of short-term debt, thus widening what otherwise 6 

appears to be a disparity in the capital structures of these entities.   7 

Q. THESE WITNESSES ALSO CONTEND THAT PUBLIC SERVICE’S CAPITAL 8 

STRUCTURE IS OUTSIDE THE REASONABLE RANGE WHEN COMPARED 9 

TO THE CAPITAL STRUCTURES OF SIMILAR UTILITIES, DO YOU AGREE? 10 

A. No.  As Mr. Hevert shows in his Direct testimony, Public Service’s capital 11 

structure, while above the average, is within the range of the capital structures 12 

reflected by his proxy group and when the impact of off-balance sheet debt is 13 

taken into consideration should be found to be reasonable. 14 

Q. AT PAGE 82 OF HIS ANSWER TESTIMONY MR. O’DONNELL CONCLUDES 15 

THAT THE 52 PERCENT EQUITY RATIO HE RECOMMENDS WOULD 16 

SATISFY THE S&P GUIDELINES FOR AN “A” RATED ELECTRIC UTILITY 17 

WITH EXCELLENT BUSINESS RISK, IS HIS CONCLUSION CORRECT? 18 

A. No.   Mr. O’Donnell completely disregards the way in which S&P accounts for the 19 

imputed debt effects of off-balance sheet transactions.  Mr. O’Donnell’s 20 

recommended 52 percent equity ratio falls in between the recommendations of 21 

Staff and OCC.  In an upcoming table (Table 3) I will demonstrate the result of 22 
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including debt effects of both on and off balance sheet obligations, resulting in the 1 

credit metrics falling outside the guidelines for an “A-“ rated utility.    2 

Q. Mr. O’DONNELL ALSO ALLEGES THAT THE COMPANY HAS BEEN 3 

IMPRUDENT IN MANAGING ITS COST OF CAPITAL, HOW DO YOU 4 

RESPOND? 5 

A. I completely disagree.  As explained in Direct Testimony, beginning in 2003, when 6 

Public Service’s senior unsecured credit rating was only BBB-, we embarked on a 7 

program to gradually improve the Company’s credit quality so as  to ensure our 8 

access to the credit markets on reasonable terms in all market conditions.  As the 9 

Commission is aware, Public Service has large and ongoing requirements to 10 

access the credit markets to purchase items such as the fuel needed to power our 11 

generating facilities.  What we have learned as a result of the turmoil that 12 

characterized the credit markets in 2002 and again in 2009 is that only those 13 

companies with the strongest credit metrics can be assured of maintaining 14 

reasonable access to both short and long term credit markets.   15 

Q. ARE CUSTOMERS BEING HARMED FINANCIALLY AS A RESULT OF 16 

MAINTAINING AN EQUITY RATIO AS HIGH AS 56 PERCENT AS MR. 17 

O’DONNELL SUGGESTS? 18 

A. No.  With the gradual improvement in our credit quality that has occurred since 19 

2003, we have been able to refinance our long-term debt portfolio at rates that are 20 

as favorable as any utility in the country.  This has resulted in the gradual 21 

reduction of our overall return on investment for the benefit of our customers.   22 
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 B. Response to Mr. Gorman. 1 

Q. MR. GORMAN QUESTIONS THE COMPANY’S RECOMMENDATION TO 2 

MAINTAIN A 56 PERCENT EQUITY RATIO FOR 2015 WHEN THE LEVEL OF 3 

OFF-BALANCE SHEET DEBT IS DECLINING BETWEEN 2013 AND 2015, 4 

HOW DO YOU RESPOND? 5 

A. As Mr. Gorman points out, the level of off-balance sheet debt is declining as 6 

shown in Attachment No. MPS-9 in Ms. Schell’s Direct Testimony.  While a 7 

declining trend is to be expected, a more recent forecast indicates an approximate 8 

$100 million increase in the 2014 net present value of off balance sheet PPA’s 9 

due to updated information for one PPA contract and an updated discount rate.  10 

Please see Attachment No. GET-11 for the updated off balance sheet obligations.   11 

Additionally, in making his recommendation, Mr. Gorman fails to recognize the 12 

increasing amounts of short-term debt expected in 2014 and 2015 relative to the 13 

level of short-term debt in 2013.  As of December 3, 2014, Public Service has 14 

over $325 million in short-term debt.  When this short-term debt is taken into 15 

account in addition to the levels of off-balance sheet obligations, it continues to be 16 

necessary to maintain a regulated equity ratio of 56 percent in order to achieve 17 

our target economic equity ratio range of 50 to 52 percent.   18 
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IV. CONSEQUENCES OF ADOPTING THE FINANCIAL  1 
RECOMMENDATIONS PROPOSED BY STAFF AND OTHER INTERVENORS 2 

Q. PLEASE SUMMARIZE THE FINANCIAL RECOMMENDATIONS MADE BY 3 

STAFF AND OTHER INTERVENORS?  4 

A. Table 2 summarizes the recommended Return on Equity, Capital Structure, and 5 

Cost of Debt of Public Service, the Staff, the OCC, CHECC, FEA-CEC, and 6 

Climax Molybdenum and CF&I Steel, L.P.  7 

Table 2 8 

 Common Equity     Long Term Debt WACC 
 Ratio Cost Ratio Cost  
PUB SER 56.00 10.25% 44.00 4.66% 7.79% 
CPUC 51.24 9.11% 48.76 4.67% 6.95% 
OCC 52.70 9.10% 47.30 4.65% 7.00% 
CHECC 52.00 9.25% 48.00 4.67% 7.05% 
FEA/CEC 53.00 9.30% 47.00 4.65% 7.11% 
Climax/CF&I 56.00 8.75% 44.00 4.66% 7.04% 
      
      

Q. WOULD THE COMPANY’S CREDIT OUTLOOK AND RATINGS BE AT RISK IF 9 

THE COMMISSION ADOPTED THE FINANCIAL RECOMMENDATIONS MADE 10 

BY STAFF AND THE OTHER INTERVENORS LISTED ABOVE? 11 

A. Yes, in my opinion the credit rating agencies would change their ratings outlook 12 

and potentially the ratings as well if the Commission adopted the financial 13 

recommendations of Staff or the OCC.  The credit rating agencies have a very 14 

high expectation that an A- rated company will have financial policies that support 15 

its rating.  If Public Service cannot demonstrate that it has the ability to 16 
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consistently maintain a financial policy that is in line with its rating, there is 1 

potential for a loss of the rating with a very low likelihood of regaining it in the 2 

future.     3 

Q. CAN YOU SUPPORT YOUR OPINION? 4 

A. As shown in Table 3 below and in Attachment No. GET-12, I have calculated the 5 

Company’s credit metrics on a 2015 pro forma basis under the proposed financial 6 

recommendations made by the Company, Staff, and the OCC.  Under the 7 

Company’s recommendations, the Company’s credit metrics support its current A- 8 

corporate rating since all three metrics are within S&P’s guidelines for an A- 9 

corporate rating. 10 

  In contrast, the recommendations made by the Staff and Intervenors will 11 

result in deterioration to our credit metrics going forward as each of the three 12 

metrics are at or will fall below the threshold set by S&P for an A- corporate rating.  13 

The order of magnitude of these changes is clearly inconsistent with a company 14 

that will be issuing long-term debt in 2015 and most years beyond, and is in the 15 

midst of investing approximately $4.5 billion in capital expenditures through 2019.  16 

If this occurs, the credit rating agencies may raise concerns about the 17 

sustainability of our current ratings.   18 
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Table 3: 2015 Pro Forma Credit Metrics 

 Public Service’s 
Recommendation 

Staff’s 
Recommendation 

OCC’s 
Recommendation 

S&P Credit Metric 
Guidelines for A- 
Corporate Rating 

Debt to 
EBITDA 3.5x 4.1 4.0x 3.0x – 4.0x 

FFO to Total 
Debt  20.6% 17.8% 18.2% 30% - 20% 

Debt to 
Total Capital 49.7% 53.9% 52.6% 45% - 50% 

 

 Please note that in order to compare the credit impact of the alternative 1 

recommendations, the calculations for Debt to EBITDA and FFO to Total Debt in 2 

Attachment No. MPS-9 differ slightly from the calculations in Attachment No. 3 

GET-12.  The credit metric calculations in Attachment No. GET-12 use the 4 

average debt balance (average of year-end 2014 and year-end 2015), per S&P’s 5 

methodology, while the calculations in Attachment No. MPS-9 use the year-end 6 

2015 balance.  This change was made to show the full effect of Staff’s and the 7 

OCC’s recommendations on a forward-looking basis.  8 

Q. ARE THERE FURTHER POTENTIAL RAMIFICATIONS IF THE COMMISSION 9 

WERE TO ADOPT THE FINANCIAL RECOMMENDATIONS OF STAFF OR THE 10 

INTERVENORS?   11 

A. Yes.  It should be noted that Public Service would be at risk of losing its 12 

‘Excellent’ business risk rating under such a significant shift in regulatory financial 13 

policy as proposed by the CPUC Staff and other intervenors.  If the Company’s 14 

business risk increases, the threshold for the financial metrics increases to 15 

compensate for the additional business risk.  This will only serve to magnify the 16 
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deterioration of our credit metrics. 1 

Q. HAVE THERE BEEN ANY RECENT CREDIT RATING AGENCY REPORTS 2 

DISCUSSING THE IMPORTANCE OF REGULATORY PREDICTABILITY?  3 

A. Yes.  On November 20, 2014, Fitch affirmed its ratings and a stable outlook for 4 

Xcel Energy and its operating utility subsidiaries.  The specific key rating driver for 5 

Public Service is based on an outcome in the pending rate case that is in line with 6 

the last rate decision.   I have attached this ratings report as Attachment No. GET-7 

13. 8 

9 
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V. CLARIFICATIONS TO THE CAPITAL EMPLOYED APPROACH TO FURTHER 1 
UNDERSTANDING OF THE METHODOLOGY 2 

Q. WHAT WAS THE STAFF’S, OCC’S, AND CHECC’S RESPONSE TO THE 3 

COMPANY’S PROPOSAL TO CALCULATE ITS COST OF DEBT AND 4 

CAPITAL STRUCTURE BASED ON THE “CAPITAL EMPLOYED METHOD”?  5 

A. Staff Witness Dr. England opposed the change.  He is concerned that the “capital 6 

employed approach suggested by the Company takes costs that are legitimately 7 

costs of acquiring debt and shifts the recovery of these costs from debt to equity.” 8 

OCC Witness Mr. Fernandez also dismisses the Company’s recommendation to 9 

base the debt cost calculation on the proceeds from the debt issuance as 10 

opposed to the par value, apparently based on the erroneous belief that the level 11 

of proceeds received are within the Company’s control.  CHECC witness 12 

O’Donnell  opposes the new method arguing that it would encourage “the inflation 13 

of banking and other securities and issuance fees” and would “allow for double 14 

recovery of financing costs. 15 

Q. IS DR. ENGLAND CORRECT THAT THE CAPITAL EMPLOYED APPROACH 16 

SHIFTS RECOVERY OF COSTS THAT ARE APPROPRIATELY DEBT COSTS 17 

TO EQUITY?  18 

A. No.  The Capital Employed approach actually corrects an overstatement of the 19 

portion of debt used to finance utility assets that results from using the Par Value 20 

approach that has been used in the past in Colorado.  The Company’s objective in 21 

switching from the Par Value approach to the Capital Employed approach used in 22 
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other regulatory jurisdictions in which Xcel Energy’s operating utilities do business 1 

is to more accurately recover its cost of financing.  As shown in Attachment No. 2 

MPS-6 of Ms. Schell’s  Direct Testimony, the Capital Employed approach results 3 

in a capital structure consisting of the actual debt and equity dollars that the 4 

Company has used to finance its utility assets.   5 

Q. CAN YOU PROVIDE SOME ADDITIONAL EXPLANATION TO FURTHER 6 

UNDERSTANDING OF THIS ISSUE?  7 

A. The Capital Employed approach we recommend impacts both the portions of debt 8 

and equity reflected in the capital structure and the calculation of the cost of debt.  9 

The debt and equity ratios in the prior capital structure methodology are not an 10 

accurate representation of the actual debt and equity ratios that are financing 11 

Public Service’s rate base.  The key concept to understanding the issue is to 12 

understand that the rate of return is applied to rate base to determine the level of 13 

revenue for the equity and debt costs.  When the debt ratio in the regulated capital 14 

structure is not reflective of the debt ratio that is actually financing rate base, a 15 

mismatch of revenue and expenses occurs. This is most easily explained by a 16 

simple example.  A company has $100 of equity capital and has issued a $100 17 

bond at par value.  The bond had an issuance expense of $2, resulting in cash 18 

proceeds of $98.  Therefore, the company can invest $198 in rate base.  Under 19 

the prior methodology, the regulated capital structure would be 50 percent debt 20 

and 50 percent equity since the par value of the bond is used in the calculation 21 

(Table 4). However, rate base has grown by only $198 since the company only 22 
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received $98 from its bond issuance plus its $100 of cash from equity financing 1 

(Table 5).  The $2 issuance expense reduced the level of debt financing available 2 

to fund rate base.   3 

Table 4: Regulated Capital Structure under the Par Value Method (Prior) 

 Amount Ratio 
Equity $100 50% 
Debt (par value) $100 50% 
Total $200  

  

Table 5: Cash Available to Finance Rate Base 

 Amount 
Cash from Equity $100 
Cash from Debt $98 
Total Rate Base $198 

 

  As mentioned above, the important concept to understand is that the rate 4 

of return is applied to the Company’s rate base.  An issue arises when the ratios 5 

for the regulated capital structure used to establish rates do not reflect the actual 6 

ratio of debt and equity that is used to finance rate base.  In the example, if you 7 

apply the 50 percent equity ratio per the regulated capital structure calculation to 8 

the rate base amount of $198, one can see that the Company is only being 9 

compensated for $99 of equity (50 percent times $198).  That is the core issue.  10 

Under the Par Value method that has been used historically in Colorado, a portion 11 

of the equity rate base is currently earning only a debt return – it is the exact 12 

opposite of what Dr. England contends in criticizing the Capital Employed 13 
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approach.  The Company is not trying to over-earn, rather the Company is trying 1 

to recover its actual costs of financing.  The use of the Par Value method 2 

systematically understates the level of equity used to finance utility investments.       3 

  If the Capital Employed approach is used with the same example, the 4 

regulated equity ratio would be equal to 50.5 percent, the actual portion of equity 5 

used to finance the Company’s investment, as shown below in Table 6.  Applying 6 

50.5 percent to rate base of $198 results in $100 of rate base earning an equity 7 

return, which is the appropriate amount.  The debt rate applied to $98 is 8 

appropriate because the $2 issuance expense is factored into the calculation of 9 

the cost of debt.  That is why the approach is mathematically correct.   10 

Table 6: Regulated Capital Structure using Capital Employed Method 

 Amount Ratio 
Equity $100 50.5% 
Debt (cash received ) $98 49.5% 
Total $198  

 

Q. YOU HAVE DISCUSSED A CHANGE IN THE METHODOLOGY OF THE 11 

CAPITAL STRUCTURE CALCULATION.  DID YOU ALSO PROPOSE A 12 

CORRESPONDING CHANGE TO THE METHOD YOU USED TO CALCULATE 13 

THE COST OF DEBT?   14 

A. Yes, the Company also recommended modifying the cost of debt schedule to 15 

address the issue inherent in the prior methodology.  As shown in Attachment No.  16 

MPS-8 filed with the Direct Testimony, under the prior “yield method”, our 17 
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customers are assessed a constant debt cost over the life of a bond.  However, 1 

this approach results in a mismatch between the debt cost that is assessed 2 

(recovered from customers via return on rate base) and the debt cost that the 3 

Company actually incurs over the life of the bond.  Under the “yield” approach, in 4 

the early years of the bond, customers pay less than the Company’s actual debt 5 

cost whereas in later years our customers pay more.  By changing the way we 6 

calculate our debt cost from the “yield” approach to the capital employed method 7 

as we have proposed here, we can correct the mismatch between the debt cost 8 

that customers are assessed and the debt cost the Company actually incurs in 9 

any given year.  In this way we can remedy the inequity that results from using a 10 

constant cost of debt over the life of the bond for ratemaking purposes as we have 11 

done under the “yield” approach that has been used in the past in Colorado.  This 12 

change will also result in a consistent methodology between the cost of debt 13 

schedule and the capital structure schedule.    14 

Q. IS MR. FERNANDEZ CORRECT THAT THE LEVEL OF PROCEEDS 15 

RECEIVED ARE WITHIN THE COMPANY’S CONTROL? 16 

A. Yes and no.  While it is true that companies can price at a deep discount and 17 

affect the proceeds, Public Service typically prices a new series of bonds at par or 18 

at a slight discount to achieve maximum proceeds while attaining an interest rate 19 

that is priced to the nearest one eighth or decimal.  The largest difference 20 

between the principal amount and the cash proceeds are the bank underwriting 21 

fees which are market-based and generally non-negotiable for standard public 22 
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utility bond offerings.  Additional fees include legal, audit, title search and other 1 

related costs to the bond issuance itself. 2 

Q. DO YOU AGREE WITH MR. O’DONNELL THAT THE SHIFTING FROM THE 3 

PAR VALUE APPROACH TO THE CAPITAL EMPLOYED METHOD OF 4 

CALCULATING DEBT COSTS WOULD ENCOURAGE INFLATION OF 5 

INVESTMENT BANKING AND SECURITIES FEES OR ALLOW FOR DOUBLE 6 

RECOVERY OF FINANCING COSTS? 7 

A. No.   As the explanation provided above shows, the capital employed approach 8 

cannot possibly change the investment banking fees that are not within the 9 

company’s control.  In addition, the capital employed approach does not change 10 

our recovery of investment banking or securities issuance fees in any way.  It 11 

simply corrects an overstatement of the portion of debt proceeds we are using to 12 

actually finance our investments in utility infrastructure.  The same level of 13 

investment banking and securities issuance fees will be recovered under either 14 

the Par Value or Capital Employed approaches. 15 

Q. WHAT IS YOUR RECOMMENDATION ON THIS ISSUE?     16 

A. The Company reiterates its recommendation for the Capital Employed 17 

methodology because it is a more accurate representation of the financing costs 18 

incurred by Public Service to fund its investments.  The prior methodology (for the 19 

capital structure and cost of debt) systematically misstates the actual financing 20 

costs.  Chart 1 below provides a good illustration of the impact created by the use 21 

of each method.  As one can see, the Company’s proposed capital employed 22 
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methodology results in no distortion to the income statement – it accurately 1 

matches revenue with expenses.  The prior methodology results in significant 2 

mismatching of revenues and expenses.  While Chart 1 uses hypothetical 3 

numbers, it is important to understand that it is representative of Public Service’s 4 

situation given that more than 2 percent of the  principal value of our long-term 5 

debt is currently unavailable to finance rate base (due to issuance expenses, 6 

discounts, hedging gains/losses, etc.).   7 
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Chart 1 

Example of ROE Impact Due to Capital Employed Methodology 
and Prior Methodology 

($100 Equity, $100 Par Value Bond with $2 Issuance Expense) 
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VI. RECOVERY OF CREDIT FACILITY FEES 1 
 
Q. WHAT DOES MR. FERNANDEZ PROPOSE REGARDING THE UPFRONT 2 

CREDIT FACILITY FEES THAT ARE CURRENTLY BEING RECOVERED IN 3 

THE COST OF LONG-TERM DEBT? 4 

A. He proposed that the Company should not include fees related to the Credit 5 

Facility in the cost of long-term debt or alternatively that the Commission require 6 

the Company to include borrowings under the credit facility in its capital structure 7 

for regulatory purposes.  8 

Q. WHAT WAS HIS REASONING FOR THIS PROPOSAL? 9 

A.   Mr. Fernandez views the Company’s credit facility as a source of short-term 10 

borrowings and as a back stop for issuances of commercial paper program or 11 

letters of credit. 12 

Q. IS MR. FERNANDEZ CORRECT THAT THE COMPANY FORECASTS 13 

BORROWINGS UNDER THE CREDIT FACILITY OF $441 MILLION AS OF THE 14 

END OF 2014 AND $392 MILLION AS OF THE END OF 2015? 15 

A. No.   As explained in the Company’s response to Discovery Request OCC12-5 16 

attached to Mr. Fernandez’ Answer Testimony as Attachment RAF-15, Public 17 

Service uses its credit agreement primarily as back-up liquidity for its commercial 18 

paper program.  There are no direct borrowings forecasted for 2014 or 2015 19 

under the credit facility.  The indebtedness that Mr. Fernandez references in his 20 

testimony reflect forecasted issuances of commercial paper during 2014 and 21 

2015. 22 
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Q. WHY DOES THE COMPANY INCLUDE THE AMORTIZATION OF THE 1 

UPFRONT FEES FOR THE CREDIT FACILITY IN THE COST OF LONG-TERM 2 

DEBT?    3 

A. There are two reasons for this.  First, the notes associated with the credit facility 4 

are actually considered long-term notes since the credit facility is a multi-year 5 

agreement.  In other words, the Company is not obligated to repay any 6 

borrowings under the credit facility until the final maturity of the credit agreement.  7 

This is also the reason that the upfront fees related to the facility are amortized 8 

over the life of the credit facility – five years in this instance.  This amortization is 9 

akin to the issuance expenses for our long-term bonds, which are amortized over 10 

the life of the bond.  Secondly, and more importantly, these upfront fees are not 11 

included in the calculation of the short-term debt rate for the AFUDC rate (per 12 

FERC guidelines) so the only way for the Company to recover these costs is 13 

through another method.   14 

As an alternative to recovering these fees through the cost of long-term 15 

debt, the Company could include this cost as an additional amortization expense 16 

line item in the cost of service model.  The Company would be indifferent.  17 

However, the Company has traditionally included the upfront fees associated with 18 

its multi-year credit facility as part of its cost of long-term debt and does not 19 

believe Mr. Fernandez’s argument warrants a change from past practice.   20 
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VII. UPDATED  COST OF DEBT 1 

Q. HAS THE COMPANY REVISED ITS ESTIMATES FOR THE 2015 LONG-TERM 2 

BOND ISSUANCE? 3 

A. Yes, the projected coupon for the May 2015 30-year bond issuance has been 4 

updated to reflect the most recent Global Insights forecast of U.S. 30-year 5 

treasury rates and estimated credit spreads.  Given changes to the interest rate 6 

forecast, the projected coupon for the 2015 issuance has decreased by 30 basis 7 

points from 5.00% to 4.70%.  This coupon is based on the assumption that Public 8 

Service maintains its current credit ratings.     9 

Q. WITH THIS CHANGE, WHAT IS THE COMPANY’S REVISED ESTIMATE OF 10 

THE EMBEDDED COST OF LONG TERM DEBT FOR THE 2015 TEST YEAR? 11 

A. Incorporating the revised estimate for the 2015 issuance, we expect Public 12 

Service’s embedded cost of long-term debt to be 4.66 percent for the 13 months 13 

ending December 31, 2015.  This cost of long-term debt is based on the ‘Capital 14 

Employed’ method, which is the proposed method for calculating the cost of long-15 

term debt in this case. Please see Attachment No. GET-14. 16 
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VIII. COMPANY’S MANAGEMENT OF PENSION TRUST FUNDS 1 

Q. WHAT TOPIC DO YOU ADDRESS IN THIS SECTION OF YOUR REBUTTAL 2 

TESTIMONY? 3 

A. I explain that Staff errs by suggesting that the Company has not managed the 4 

pension trust funds appropriately.1  The Company has structured its pension plans 5 

to mitigate risk and volatility, which is precisely what Staff claims that the 6 

Company should be doing.2 7 

Q. DOES THE COMPANY HAVE A CAREFULLY CONSIDERED STRATEGY FOR 8 

MANAGING ITS PENSION TRUST FUNDS? 9 

A.   Yes.  In 2009, following the major downturn in the equity markets that affected all 10 

pension portfolios, the Company worked with its pension investment advisor, 11 

Pacific Global Advisors (“PGA”) (formerly known as JP Morgan Pension Advisory 12 

Group), to reevaluate the Company’s pension asset allocation.  Whereas the 13 

funding and investment strategies had previously been the same for all of the Xcel 14 

Energy pension plans, Xcel Energy decided in 2009 to tailor the asset allocation 15 

of each plan to specifically align with the liabilities associated with that plan and 16 

with the funded status of the plan.  17 

Q. DOES THE COMPANY CONTINUE TO MONITOR AND EVALUATE HOW ITS 18 

STRATEGY IS WORKING? 19 

A. Yes.  Since 1976, the Company has had in place a Pension Trust Administration 20 

1  Sigalla Answer Testimony at 1-2. 
2  See, e.g., Pitts Answer Testimony at 53. 
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Committee (“PTAC”) composed of Xcel Energy’s senior management.  The 1 

PTAC, of which I am a member, is responsible for the ultimate oversight of the 2 

assets of the Xcel Energy pension plans.  To that end, the PTAC has adopted a 3 

pension investment policy that, among other things, prescribes the pension asset 4 

allocation.  The PTAC reviews the asset allocation annually and amends the 5 

investment policy governing the plan if it is determined that it is appropriate to 6 

make changes to the asset allocation. The PTAC members are appointed by the 7 

Finance Committee of the Xcel Energy Board of Directors, which in turn reports to 8 

the Board itself.  The PTAC has also engaged the services of PGA to act as 9 

principal pension investment advisor.  PGA is responsible for: 10 

• the annual evaluations of the plans’ asset allocations; 11 

• ongoing investment manager monitoring and due diligence; 12 

• the recommendation of asset managers that manage the particular 13 

investments comprising the various segments of our pension asset allocation; 14 

and 15 

• other analyses and administrative support. 16 

Q.   WHAT IS XCEL ENERGY’S INVESTMENT AND RISK MANAGEMENT 17 

APPROACH? 18 

A.   Xcel Energy’s investment and risk management approach continues to be 19 

focused on providing growth in plan assets to help offset ongoing service cost, 20 

while managing the effects of changes in interest rates in order to minimize the 21 
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variability of the plan funded status and the likelihood of unanticipated future cash 1 

contribution levels.  Xcel Energy’s overall investment strategy has been consistent 2 

over time.  As noted earlier, we modified the implementation of this strategy in 3 

2009 to adopt plan-specific asset allocations and to incorporate interest rate risk 4 

management instruments directly within each plan-specific investment allocation.3  5 

  To meet these objectives, Xcel Energy has used an integrated approach 6 

that takes into account the characteristics of each pension plan’s obligations, 7 

sensitivity to interest rates, levels of interest rates, and plan funded status.  8 

Implementation of the strategy for each plan has been reflected in different asset 9 

classes within the portfolios to provide investment returns, to provide a hedge 10 

against adverse interest rate changes, and to provide liquidity to pay benefit 11 

obligations and other transactions.  The financial instruments being used to 12 

provide a hedge against adverse interest rate changes are primarily long-duration 13 

fixed income, long-duration Treasury Strips, and interest rate hedging overlays, 14 

now held within each plan’s investment portfolio.  15 

Q.   HOW DOES THE COMPANY MEASURE THE PERFORMANCE OF ITS 16 

PENSION PLANS?    17 

A. The most appropriate benchmark for evaluating the overall portfolio performance 18 

in a single year is the total portfolio benchmark, which is composed of the 19 

underlying asset class benchmarks. 20 

3  Prior to 2009, each plan managed by Xcel Energy received a similar asset allocation from the Master 
Pension Trust and interest rate risk management was provided for all plans at the Master Trust level. 
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Q. MS. SIGALLA COMPARES THE COMPANY’S RETURNS IN PARTICULAR 1 

YEARS TO THE EXPECTED RETURN ON ASSETS (“EROA”) OF THE PLANS.  2 

IS THAT AN APPROPRIATE BENCHMARK? 3 

A. No.  The EROA assumption that the Company’s actuary uses to calculate annual 4 

pension expense is a long-term return on asset assumption.   In other words, the 5 

EROA assumption reflects the return on assets the Company expects to achieve 6 

over a horizon as long as twenty years – a time period that corresponds to the 7 

length of time that we expect our employees to work before retirement.   Given 8 

that the EROA is a long-term view, it is not surprising that the Company’s actual 9 

returns will exceed our long-term EROA in some years and will fall short of those 10 

returns in others.  In the 2008 to 2013 time frame, for example, our actual returns 11 

significantly exceeded our EROA assumption in 2009, 2010, 2011 and 2012.   In 12 

2008 and 2013 our actual returns were below our EROA assumption.  Going back 13 

to 1980, our actual gross return on our master pension trust assets has averaged 14 

over 11.5 percent, significantly higher than the 4.5 average return calculated over 15 

the shorter period that Ms. Sigalla used for her comparison.   16 

Q.   MS. SIGALLA ALSO CONTENDS THAT THE IMPROVEMENT IN THE PLANS’ 17 

FUNDED STATUS FOLLOWING THE 2008 MARKET LOSSES HAS BEEN 18 

LARGELY DUE TO CONTRIBUTIONS.4  IS THAT ACCURATE? 19 

A.   No.  Changes to the asset balances of the two PSCo pension plans and the Xcel 20 

4  Sigalla Answer Testimony at 25. 
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Energy Services plan are a function of contributions, investments returns and 1 

pension payments.  While it is true that contributions from 2009-2013 totaling 2 

approximately $445 million have been made to the Company’s pension plans in 3 

the wake of the 2008 market losses and subsequent economic instability, the 4 

investment strategy employed by the plans has generated approximately $635 5 

million of investment return since 2009.5   6 

Q.   IS IT APPROPRIATE TO EVALUATE PENSION PLAN MANAGEMENT AND 7 

FINANCIAL RISK WITH THE BENEFIT OF HINDSIGHT?   8 

A.   No.  It is well-established that the prudency of the Company’s actions is to be 9 

assessed based on circumstances known at the time that the actions are taken 10 

and not with the benefit of hindsight.  Adherence to this principle is particularly 11 

important here, where the performance of the Company’s pension plans has been 12 

significantly affected by market forces that are outside of the Company’s ability to 13 

control.      14 

 Specifically, with respect to decisions made in 2008 and/or relating to the 15 

investment losses suffered in 2008, it is important to remember the circumstances 16 

associated with the global financial crisis.  Globally, several major financial 17 

institutions were in significant financial stress, eventually resulting in default or 18 

acquisition for many.  Such financial institutions included: Lehman Brothers, Bear 19 

Stearns, Merrill Lynch, American International Group, Fannie Mae, Freddie Mac, 20 

5 Please refer to the Company’s response to Request CPUC15-5, Attachment CPUC15-5.A1 (Attachment 
No. GET-15) 
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Countrywide Financial, Washington Mutual, Wachovia, Bank of Ireland, Anglo 1 

Irish Bank, and many more.  Equity markets plummeted globally while liquidity in 2 

the bond market was severely reduced for almost every sector in the market 3 

except U.S. Treasuries.  High quality companies’ ability to issue commercial paper 4 

was in doubt, and the Federal Reserve’s plans were not yet fully known. 5 

 There remained questions about whether the European Union and Euro 6 

currency would survive and, if so in what form, into 2012.  Countries like Iceland, 7 

Ireland, and Greece teetered on the edge of default or had major banking crises, 8 

while questions about the financial solvency of several larger European nations 9 

(e.g., Italy, Portugal, and Spain) littered the financial headlines. 10 

 Given all the economic and financial turmoil globally in the years since 11 

2008, the impact of Pension Protection Act regulation, unprecedented global 12 

central bank intervention, and the Company’s fiduciary responsibility to its pension 13 

plan participants, I believe it inappropriate to evaluate the actions taken during 14 

these times using metrics only available with the benefit of hindsight. 15 

Q.   SHOULD THE COMPANY COMPLETELY ELIMINATE RISK IN ITS PENSION 16 

PLAN TRUSTS AS STAFF PROPOSES? 17 

A. No.  We have worked very hard to make investment decisions for our pension 18 

plans that reflect the right balance between risk and reward.  Our long-term return 19 

on pension assets would seem to confirm the reasonableness of our investment 20 

approach.  However, should the Commission decide that we should further 21 

mitigate the risk associated with the portfolio of investments in our pension plans, 22 
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we ask the Commission to provide appropriate guidance, recognizing that there 1 

are generally trade-offs between risk and potential rewards. 2 
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IX. RETURNS ON PENSION ASSETS 1 

Q. WHAT TOPIC DO YOU DISCUSS IN THIS SECTION OF YOUR REBUTTAL 2 

TESTIMONY? 3 

A. I address Staff’s claim that the Company’s recent returns on the assets in its 4 

pension plans have been unreasonably low compared to the returns earned by 5 

other utilities.   Ms. Sigalla has presented an incomplete picture of the differences 6 

in the funded status, investment allocations, and amount of risk being taken 7 

between the Company’s pension plans and those of other utilities included in the 8 

Moody’s article (Attachment FDS-7).  These differences are important to 9 

understand because they significantly influence the level of risk that the plans are 10 

taking, and they have an impact on the investment returns.6  11 

 Q. WHAT ARE THE CALCULATED AVERAGE RETURNS ON PENSION ASSETS 12 

FOR THE PERIOD 2008 THROUGH 2013 FOR PUBLIC SERVICE’S PENSION 13 

PLANS, AS COMPARED TO THE AVERAGE EARNED RETURNS FOR THE 14 

UTILITIES EXAMINED BY MOODY’S OVER THIS SAME PERIOD?  15 

A. Table 7 shows that the weighted average return earned by the Company’s 16 

pension plans from 2008 to 2013 was 4.5 percent.7  These returns reflect a 17 

6  Sigalla Answer Testimony at 23-26. 
7  The source of these numbers is the Company’s response to CPUC26-6.A1, which is Attachment No. 
GET-16 to this testimony. 
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weighted average of three plans whose investment strategy and subsequent 1 

asset allocation and EROA are unique to each specific plan.8   2 

TABLE 7 

TOTAL PUBLIC SERVICE RETAIL’S ACTUAL WEIGHTED AVERAGE EARNED 
RETURNS 2008 TO 2013 

Year Return (%) 

2008 -25.8 

2009 13.02 

2010 12.26 

2011 12.53 

2012 11.28 

2013 3.82 

Six-Year Average 4.5 

This average return of 4.5 percent compares to a six-year average return of 7.2 3 

percent that Ms. Sigalla calculated for the 36 utilities included in the Moody’s 4 

sample.9  Table 8 shows the data that Ms. Sigalla used to calculate the 7.2 5 

percent average for the 36 utilities: 6 

8  The Public Service Bargaining Pension Plan is the largest plan in this weighted average. 
9 The 7.2 percent figure does not appear in the Moody’s article.  See Sigalla Answer Testimony, 
Attachment FDS-7.  Ms. Sigalla stated in response to discovery that she obtained the information used to 
calculate the 7.2 percent in a telephone conversation with the author of the Moody’s article.  See CPUC 
Response to PSCo Request No. 5-3. 
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TABLE 8 

RETURNS USED BY MS. SIGALLA TO CALCULATE MOODY’S AVERAGE 
2008 TO 2013 

Year Return (%) 

2008 -23 

2009 19.1 

2010 12.8 

2011 5.4 

2012 12.8 

2013 16.0 

Six-Year Average  7.2 

 1 

 As these tables show, the returns for the Company’s pension plan assets were 2 

similar to the average of the utilities included in the Moody’s sample for 2008, 3 

2010, and 2012.  The Company’s portfolio outperformed the Moody’s average in 4 

2011, and the Moody’s average was higher than the Company’s return in 2009 5 

and 2013. 6 

Q. DO YOU HAVE ANY OTHER OBSERVATIONS ABOUT THE COMPARISON 7 

OF THE TWO SETS OF RETURNS? 8 

A. Yes.  If one omits 2013, the averages are closer.  For the five-year period from 9 

2008 through 2012, the Company’s average return is 4.66 percent, compared to 10 

an average return of 5.42 percent for the 36 utilities in the Moody’s sample.  If 11 
43 

 



 
 

2008 is also omitted because it was such an aberrational year in terms of market 1 

returns, the averages are even closer: 12.27 percent for the Company’s portfolio 2 

compared to 12.53 percent for the Moody’s average.  These comparisons show 3 

that the primary difference between the two sets of returns is the disparity in 4 

returns for 2013. 5 

Q. WHY DO YOU BELIEVE THAT THE RETURNS FOR 2013 WERE SO 6 

DIFFERENT? 7 

A. In large part, it is because the Company has chosen a more conservative portfolio 8 

to reduce risk given the high funded status of the plans.  The Moody’s article 9 

indicates that the 36 utilities have, on average, 47 percent of their portfolio in 10 

equities.  In contrast, the Company’s pension plans have approximately 28-31 11 

percent of their portfolios in equities.   12 

Q. WHAT IS THE SIGNIFICANCE OF HAVING MORE OR LESS OF THE 13 

PORTFOLIO IN EQUITIES? 14 

A. The greater the percentage in equities, the more risky a portfolio is.  A more 15 

conservative strategy is appropriate when plans are relatively well funded, as the 16 

Company’s plans are.  As Moody’s indicates in its article, the “flip side of above 17 

average returns in good times is larger losses in the bad times.”10  The utilities in 18 

the Moody’s sample were willing to take on more risk, presumably because they 19 

were trying to recover from a lower level funded status.  But when pension plans 20 

10  Sigalla Answer Testimony, Attachment FDS-7 at 2. 
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are already well funded, it makes more sense to pursue a strategy that protects 1 

the assets.  That is what the Company did in 2013, and I believe it was 2 

reasonable.  3 

Q. ARE THE COMPANY’S FUNDS BETTER FUNDED THAN THE UTILITIES IN 4 

THE MOODY’S AVERAGE? 5 

A.   Yes.  Exhibit 1 of Ms. Sigalla’s Attachment FDS-7 shows the funded status at the 6 

beginning of 2013 for the selected 36 utilities was 79 percent.  Similarly, her 7 

Attachment FDS-23 states that “funding levels are up from 77% at the end of last 8 

year, according to J.P. Morgan – a figure that was essentially unchanged since 9 

the financial crisis in 2008.”    In contrast, the funded status for the Public Service 10 

bargaining plan at the beginning of 2013 was approximately 95 percent.  Plans 11 

with a much lower funded status are often willing to assume more risk and 12 

typically have a higher allocation of assets to equities in an attempt to close the 13 

funding gap more quickly than plans that are already well funded and that are 14 

trying to preserve funded status.   15 

Q. ARE THERE ANY OTHER SIGNIFICANT DIFFERENCES BETWEEN THE 16 

COMPANY’S PORTFOLIO AND THE PORTFOLIOS OF THOSE COMPANIES 17 

IN THE MOODY’S SURVEY? 18 

A. Yes.  The Moody’s article indicates that the 36 utilities have, on average, fixed 19 

income allocations of 32 percent, although the article does not specify what type 20 

of fixed income.  The Company’s allocation to long duration fixed income 21 

investments was 38 percent in the Public Service Bargaining pension plan, which 22 
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is consistent with the Company’s strategy of trying to mitigate funded status 1 

volatility due to changes in the liability driven by changes in interest rates. 2 

Q. HOW DOES THE COMPANY MITIGAGE FUNDED STATUS VOLATILITY 3 

REGARDING CHANGES IN INTEREST RATES? 4 

A. The long-duration fixed income assets have a return profile that is directly related 5 

to the changes in the value of the pension liability due to movements in interest 6 

rates.  As rates go down, the pension liability increases, but the long-duration 7 

fixed income portfolio increases in value, which stabilizes the overall funded 8 

status.  Thus, the Company’s larger allocation to the long-duration fixed income 9 

investments helps to shield against funded status volatility from changes in 10 

interest rates. 11 

Q. DO THE DIFFERENCES IN ALLOCATIONS TO EQUITIES AND LONG-12 

DURATION FIXED INCOME INVESTMENTS EXPLAIN THE DIFFERENCES IN 13 

RETURNS FOR 2013?  14 

A. Yes.  In 2013, the equities markets enjoyed high returns, which boosted the 15 

average of the Moody’s utilities.  But if the equities market had dropped in 2013, it 16 

is reasonable to assume the Moody’s utilities would have suffered larger losses 17 

than the Company’s portfolio would have.   Similarly, the Company was better 18 

protected against interest-rate risk in 2013 than the other utilities were.  When a 19 

pension trust is well funded, as the Company’s is, I believe that it is more 20 

important to protect funded status than to chase high returns.   21 
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Q. MS. SIGALLA ARGUES THAT THE COMPANY COULD HAVE EARNED 1 

CONSIDERABLY MORE IF ITS RETURNS HAD MATCHED THE AVERAGE OF 2 

THE UTILITIES IN THE MOODY’S SAMPLE DURING 2013.11  HOW DO YOU 3 

RESPOND? 4 

A. Ms. Sigalla’s backward-looking criticisms are misplaced.  It is easy to argue in 5 

hindsight that a portfolio should have been more heavily invested in equities after 6 

a year in which the equities markets performed well.  But if the Company had 7 

remained heavily invested in equities, and if 2013 had been a poor year for 8 

equities, no doubt Ms. Sigalla and Mr. Pitts would be criticizing the Company for 9 

not protecting its well-funded plans with more defensive investments.  Or if 10 

interest rates had dropped significantly, the Staff witnesses would probably be 11 

second-guessing the Company for not hedging against interest-rate risks.  Ms. 12 

Sigalla’s criticism is tantamount to waiting until after the race has been run and 13 

then criticizing the Company for not betting on the winning horse (or for not betting 14 

more on the winning horse). 15 

 

 

 

 

 

11  Sigalla Answer Testimony at 26. 
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X. CONTRIBUTION STRATEGY 1 

Q. HAS THE COMPANY MADE CASH CONTRIBUTIONS TO THE PENSION 2 

PLANS IN EXCESS OF THAT REQUIRED BY THE PENSION PROTECTION 3 

ACT? 4 

A. The Company has made more than the minimum cash contributions that would be 5 

required under the Pension Protection Act, but those contributions were made to 6 

avoid at-risk status and to smooth the projected funding requirements over 7 

multiple years.  By normalizing our contributions to the plans, we have been able 8 

to develop a stable, predictable financing strategy for the business as a whole.  9 

This approach to funding also benefits Public Service’s retail customers because 10 

the assets in the prepaid pension balances earn a return that is offset against 11 

annual pension cost.  Company witness Richard R. Schrubbe discusses that 12 

benefit to customers in more detail.  13 

Q. HOW DOES THE COMPANY DETERMINE THE LEVEL OF CONTRIBUTIONS 14 

IT WILL MAKE TO ITS PENSION PLANS EACH YEAR? 15 

A. These pension plans target a level contribution stream over rolling seven-year 16 

time horizons to achieve fully funded status based on the projected benefit 17 

obligation, taking into consideration all the forecasted variables that comprise the 18 

funded status estimates, consistent with the objectives of the Pension Protection 19 

Act.  The PTAC determines the level of annual contributions that will be made to 20 

the pension plans based on two primary objectives.  The first objective is to avoid 21 

dropping below 80 percent funded status because pension plans that fall below 22 
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80 percent funded status are considered at-risk by the Pension Protection Act, 1 

and benefit payment restrictions can be imposed.  The second funding objective is 2 

to maintain relatively level annual cash contributions to avoid having to make a 3 

large one-time pension contribution.  For example, if the Company’s projections 4 

show that $100 million is needed two years in the future, we will attempt to fund 5 

this at $50 million per year for each of the next two years, even if the full $50 6 

million is not required in the first year.  7 

Q.   WAS IT REASONABLE FOR THE COMPANY TO CONTRIBUTE MORE THAN 8 

THE MINIMUM AMOUNTS REQUIRED EACH YEAR BY THE PENSION 9 

PROTECTION ACT? 10 

A.        Yes.  We have based our contribution strategy on the considerations described 11 

above.   We have also worked to improve the funded status of the NCE Pension 12 

plan and the Xcel Energy Services Plan.  In making contributions, we have tried to 13 

smooth the aggregate contributions into annual contribution forecasts that are 14 

more equalized.  15 
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             By normalizing the level of annual contributions, we have avoided 1 

contribution volatility and the potential for a very large payment in the event of an 2 

adverse move in the pension liabilities (e.g., decreasing discount rates) or the 3 

investment markets (e.g., large stock market declines).  This strategy helps 4 

mitigate volatility in the plans’ funded status as well as the volatility of the 5 

Company’s cash requirements and capital structure.  The contribution amounts 6 

are based on a collective decision that is approved by the PTAC. 7 

In order to demonstrate how contributions can impact funded status, we 8 

had our actuaries, Tower Watson, construct a chart that shows the Public Service 9 

Bargaining plan’s historical funded status and the forecasted funded status using 10 

minimum contributions versus the current strategy’s planned contributions.  The 11 

graph below highlights the forecasted degradation in funded status if the plan was 12 

funded with only minimum contributions versus the stability of the plans funded 13 

status under the Company’s contribution strategy. 14 
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 1 

 As this chart shows, contributing only the minimum amount required by the 2 

Pension Protection Act leads to gradual erosion in funded status.  It also 3 

increases the chance that the Company will have to make large contributions in a 4 

year following a market downturn or a large liability loss. 5 

6 
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XI. CONCLUSION 1 

 Q. PLEASE SUMMARIZE YOUR RECOMMENDATIONS TO THE COMMISSION. 2 

A. The Commission should accept the Company’s actual capital structure consisting 3 

of 56% equity and 44% debt for the Test Year, which is down from 56.25% equity 4 

as of the end of the 2013.   The proposed regulatory capital structure reflects the 5 

proportion of debt and equity we actually use to finance our utility investments and 6 

is necessary to offset the effects of off-balance sheet debt from operating leases 7 

and purchased power agreements.  In contrast, the hypothetical capital structures 8 

recommended by the Opposing Intervenor witnesses are neither representative of 9 

the financial risk profile of the Company nor of the actual capital structure that is 10 

funding our investments.   11 

  The Commission should also approve the embedded cost of debt we are 12 

forecasting for the Test Year of 4.66 percent.  This debt cost is calculated using 13 

the Capital Employed method that corrects the mismatch between the debt cost 14 

that customers are assessed and the debt cost the Company actually incurs in 15 

any given year.   It also reflects the Company’s most current estimate of issuance 16 

cost associated with an expected $300 million bond issue in the spring of 2015.   17 

  The Commission should approve the Capital Employed Approach for 18 

determining capital structure as well to correct an overstatement of the portion of 19 

debt used to finance utility assets that results from using the Par Value approach 20 

that has been used in the past in Colorado.   21 
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  The Commission should also reject OCC witness Fernandez’ 1 

recommendation to exclude credit facility fees from our cost of debt calculation.  2 

Ever since it entered into a multi-year credit facility, the Company has included the 3 

amortization of credit facility fees as part of long-term debt cost.   This is 4 

appropriate because the notes associated with the facility are considered long-5 

term notes. 6 

  The Commission should reject Staff’s suggestion that the Company has not 7 

managed its pension portfolios effectively.  The Company has a rigorous process 8 

for developing and implementing its pension investment strategy, and that 9 

strategy has paid off with impressive returns over a 30-year period. 10 

  The Commission should also give little weight to Staff’s comparison of the 11 

Company’s returns to the returns of a group of 36 utilities sampled by Moody’s.  12 

The Company’s pension trusts are much better funded than the pension trusts of 13 

the utilities in the Moody’s sample going into 2013, and therefore the Company 14 

has appropriately adopted a more conservative allocation for its investment 15 

portfolio.  Given the funded status of the Company’s plans, the portfolios had a 16 

meaninguful allocation to liability hedging investments, whereas it is likely not the 17 

case for the companies in the Moody’s article in light of the average beginning 18 

funded status in 2013 being below 80 percent.  Thus, the Staff witnesses are 19 

effectively criticizing the Company for doing exactly what the Staff claims the 20 

Company should do, which is to reduce the downside risk presented by the 21 

pension trust funds. 22 
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  Finally, the Commission should reject Staff’s proposed disallowance of part 1 

of the prepaid pension asset on the ground that the Company made “voluntary” 2 

contributions to the pension trust funds.  My testimony explains that the 3 

contributions are consistent with the long term objectives of the funding 4 

requirements of the Pension Protection Act.  To the extent some contributions 5 

occur in excess of the minimum required contributions, those contributions were 6 

made to smooth the contribution stream over time and to help mitigate the 7 

volatility of the funded status.  8 

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 9 

A. Yes.             10 
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Overview 

• 2014 has been an active year for the utility market, with over 90 transactions raising -$38.3 billion of supply YTD 

• There were no 30-year utility issuances that priced with a re-offer spread tighter than Public Service of Colorado's 2044 + 77 

bps 

• We have highlighted the 3 other issuers that tied the + 77 bps re-offer spread, including Southern California Gas, Northern 
States Power Minnesota, and Public Service Electric & Gas 

• For investment grade issuance in 2014 YTD, investment grade 1 0-year 'A' transactions had an average re-offer spread of 

+1 07 bps, while 1 0-year 'BBB' deals had an average re-offer spread of +168 bps 

• 30-year 'A' issuances have had an average re-offer spread of +118 bps, while 30-year 'BBB' transactions had an average re
offer spread of +181 bps in 2014 YTD 

• The table below details the historic average spread comparison for 2006-2014 YTD 

10-Year 30-Year 
'A' Rating '888' Rating 'A' Rating '888' Rating 

2006 +93.2 +134.3 +120.2 +151.6 

2007 +127.1 +159.6 +157.9 +176.4 

2008 +251.6 +274.9 +238.1 +295.2 

2009 +293.5 +385.1 +246.8 +291.0 
-~ 

2010 +154.0 +224.9 +154.0 +224.9 

2011 +141.8 +215.5 +146.6 +201.8 

2012 +146.1 +250.3 +143.6 +219.7 

2013 +118.8 +189.8 +124.3 +186.9 

2014 +106.5 +167.5 +118.0 +180.8 

BAR ClAYS Xce/Energy 
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PSCo Credit Metrics - GAAP (Capital Employed Methodology)
Dollars in Millions
Updated 12/1/2014 Projected Projected

Year Year Year
End End4 End4

2013 2014 2015
Adjusted FFO Calculation (1)

Adjusted Funds from Operations $1,154.6 $934.3 $971.8

Interest Charges and Financing Costs  (1) $160.9 $149.3 $159.7
Plus: AFUDC-Debt 12.7 17.6 17.9
Plus: Imputed Interest Operating Leases (2) 5.1 3.9 3.4
Plus: Imputed Interest for PPAs (3) 17.6 18.1 17.2

Adjusted Interest Expense $196.3 $188.8 $198.2

Operating Income $828.8 $826.7 $885.8
Plus: Depreciation & Amortization 370.5 373.5 394.7

EBITDA $1,199.3 $1,200.1 $1,280.5
Plus: Implied Depreciation Adjustment for PPAs (3) 32.4 37.5 38.1
Plus: Imputed Interest for Operating Leases(2) 5.1 3.9 3.4
Plus: Imputed Interest for PPAs(3) 17.6 18.1 17.2

Adjusted EBITDA $1,254.4 $1,259.7 $1,339.3

Short-Term Debt $0.0 $370.8 $236.5
Long-Term Debt (Includes Current Portion) 3,690.0 3,714.4 4,014.8
Capital Leases 182.7 175.9 168.3
Total Balance Sheet Debt $3,872.6 $4,261.2 $4,419.7

Off-Balance Sheet Debt for Operating Leases (2) $97.7 $80.0 $68.8
Off-Balance Sheet Debt for PPAs (3) 338.5 401.4 363.9

Adjusted Total Debt $4,308.8 $4,742.6 $4,852.4

Common Equity from Balance Sheet $4,802.0 $4,873.8 $5,169.7

Adjusted Ratios: S&P Methodology
FFO/Debt (%) 27.1 20.6 20.3
FFO/Interest (x) 6.9 5.9 5.9
Debt/EBITDA (x) 3.4 3.6 3.6
Total Debt/Total Capital (%) 47.3 49.3 48.4
Total Equity/Total Capital (%) 52.7 50.7 51.6

Unadjusted Ratios
FFO/Debt (%) 29.1 21.8 21.3
FFO/Interest 7.4 6.3 6.2
Debt/EBITDA (x) 3.2 3.4 3.4
Total Debt/Total Capital (%) 44.6 46.6 46.1
Total Equity/Total Capital (%) 55.4 53.4 53.9

(2) The present value of operating leases and the imputed interest expense for operating leases are based on the operating 
subsidiaries' SEC Form 10-K following S&P's methodology for operating lease adjustments. 

(3) The imputed debt, interest expense and depreciation for PPAs are based on internal forecasts, following S&P's 
methodology for power purchase adjustments. 

(4) The financial data for the Projected Year End 2014 and 2015 is from Treasury Forecasting Five-Year Model. Assumes 
10% earned ROE for PSCo; follows capital employed methodology. 

(1) The financial data for the adjusted FFO calculation, the income statement net interest charges and financing costs and the 
balance sheet debtare taken from Xcel Energy and the operating subsidiaries' SEC Forms 10-K and 10-Q, and the annual 
S&P Credit Reports for Xcel Energy and the operating subsidiaries. 
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PSCo Credit Metrics - GAAP (Capital Employed Methodology) 
CPUC Recommendation (51.24% Equity Ratio, 9.11% ROE)* 
Dollars in Millions 
November 17, 2014 

Adjusted FFO Calculation 

Adjusted Funds from Operations 

Interest Charges and Financing Costs 
Plus: AFUDC-Debt 
Plus: Imputed Interest Operating Leases 
Plus: Imputed Interest for PPAs 

Adjusted Interest Expense 

Operating Income 

Plus: Depreciation & Amortization 
EBITDA 

Plus: Implied Depreciation Adjustment for PPAs 
Plus: Imputed Interest for Operating Leases 
Plus: Imputed Interest for PPAs 

Adjusted EBITDA 

Short-Term Debt 
Long-Term Debt (Includes Current Portion) 
Capital Leases 
Total Balance Sheet Debt 

Off-Balance Sheet Debt for Operating Leases 
Off-Balance Sheet Debt for PPAs 

Adjusted Total Debt 

Common Equity from Balance Sheet 

Adjusted Ratios: S&P Methodology 
FFO/Interest (x) 
Debt/EBITDA (x) 
FFO/Debt (%) 
Total Debt/Total Capital(%) 
Total Equity/Total Capital(%) 

Unadjusted Ratios 
FFO/Interest 
Debt/EBITDA (x) 

FFO/Debt (%) 
Total Debt/Total Capital(%) 
Total Equity/Total Capital(%) 

$ 

$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 

$ 
$ 
$ 

$ 

* 
Projected Projected 

Year Year Year 
End End End 
2013 2014 2015 

1,154.6 $ 927.4 $ 899.0 

160.9 $ 148.6 $ 185.0 
12.7 $ 18.3 $ 14.5 

5.1 $ 4.4 $ 3.8 
17.6 $ 16.8 $ 15.1 

196.3 $ 188.1 $ 218.3 

828.8 $ 811.1 $ 781.5 
370.5 $ 379.1 $ 397.6 

1,199.3 $ 1,190.2 $ 1,179.2 
32.4 $ 33.3 $ 28.0 

5.1 $ 4.4 $ 3.8 
17.6 $ 16.8 $ 15.1 

1,254.4 $ 1,244.6 $ 1,226.0 

$ 440.5 $ 392.5 
3,690.0 $ 3,714.6 $ 4,488.8 

182.7 $ 175.9 $ 168.3 
3,872.6 $ 4,331.0 $ 5,049.6 

97.7 $ 83.6 $ 72.1 
338.5 $ 306.1 $ 272.0 

4,308.8 $ 4,720.8 $ 5,393.6 

4,802.0 $ 4,881.0 $ 4,609.5 

6.9 5.9 5.1 
3.4 3.6 4.1 

27.1 20.5 17.8 
49.2 53.9 

100.0 50.8 46.1 

7.4 6.3 5.3 
3.2 3.4 4.0 

29.1 21.5 18.3 
44.6 47.0 52.3 
55.4 53.0 47.7 
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PSCo Credit Metrics - GAAP (Capital Employed Methodology) 
OCC Recommendation (52.7% Equity Ratio, 9.10% ROE)* 
Dollars in Millions 
11/17/2014 

Adjusted FFO Calculation 

Adjusted Funds from Operations 

Interest Charges and Financing Costs 
Plus: AFUDC-Debt 
Plus: Imputed Interest Operating Leases 
Plus: Imputed Interest for PPAs 

Adjusted Interest Expense 

Operating Income 

Plus: Depreciation & Amortization 
EBITDA 

Plus: Implied Depreciation Adjustment for PPAs 
Plus: Imputed Interest for Operating Leases 
Plus: Imputed Interest for PPAs 

Adjusted EBITDA 

Short-Term Debt 
Long-Term Debt (Includes Current Portion) 
Capital Leases 
Total Balance Sheet Debt 

Off-Balance Sheet Debt for Operating Leases 
Off-Balance Sheet Debt for PPAs 

Adjusted Total Debt 

Common Equity from Balance Sheet 

Adjusted Ratios: S&P Methodology 
FFO/Interest (x) 
Debt/EBITDA (x) 

FFO/Debt (%) 
Total Debt/Total Capital (%) 
Total Equity/Total Capital(%) 

Unadjusted Ratios 
FFO/Interest 
Debt/EBITDA (x) 
FFO/Debt (%) 
Total Debt/Total Capital(%) 
Total Equity/Total Capital(%) 

$ 

$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 

$ 
$ 
$ 

$ 

* 
Projected Projected 

Year Year Year 
End End4 End4 

2013 2014 2015 

1,154.6 $ 927.4 $ 910.3 

160.9 $ 148.6 $ 179.2 
12.7 $ 18.3 $ 14.5 
5.1 $ 4.4 $ 3.8 

17.6 $ 16.8 $ 15.1 
196.3 $ 188.1 $ 212.5 

828.8 $ 811.1 $ 794.0 
370.5 $ 379.1 $ ·397.6 

1,199.3 $ 1,190.2 $ 1,191.7 
32.4 $ 33.3 $ 28.0 

5.1 $ 4.4 $ 3.8 
17.6 $ 16.8 $ 15.1 

1,254.4 $ 1,244.6 $ 1,238.5 

$ 440.5 $ 391.4 
3,690.0 $ 3,714.6 $ 4,359.6 

182.7 $ 175.9 $ 168.3 
3,872.6 $ 4,331.0 $ 4,919.4 

97.7 $ 83.6 $ 72.1 
338.5 $ 306.1 $ 272.0 

4,308.8 $ 4,720.8 $ 5,263.4 

4,802.0 $ 4,881.0 $ 4,738.5 

6.9. 5.9 5.3 
3.4 3.6 4.0 

27.1 20.5 18.2 
47.3 49.2 52.6 
52.7 50.8 47.4 

7.4 6.3 5.5 
3.2 3.4 3.9 

29.1 21.5 18.8 
44.6 47.0 50.9 
55.4 53.0 49.1 
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Fitch Affirms XEL and Subsidiaries Ratings; Outlook Stable Ratings Endorsement Policy
20 Nov 2014 1:29 PM (EST) 

Fitch Ratings-New York-20 November 2014: Fitch Ratings has affirmed the 'BBB+' Issuer Default Rating (IDR) of Xcel 
Energy, Inc. (XEL). In addition, Fitch has affirmed the 'A-' IDRs of Public Service Company of Colorado (PSCo), Northern 
States Power Minnesota (NSPM), Northern States Power Wisconsin (NSPW), and the 'BBB' IDR of Southwestern Public 
Service Company (SPS). The debt instrument ratings are also being affirmed and are listed at the end of this release. The 
Rating Outlook is Stable for all entities. 

KEY RATING DRIVERS FOR XCEL ENERGY 

Favorable Rate Outcomes: The utility subsidiaries received relatively favorable regulatory decisions in the latest series of 
rate cases, notably in Colorado where PSCo operates in the final year of a three-year electric rate plan that mitigates rate 
lag and provides regulatory predictability through 2014. In Texas, SPS reached a favorable settlement in its pending rate 
case which would result in a $37 million electric base rate increase, approximately 76% of SPS's net rate request. Interim 
rates became effective in October 2014 and a commission decision is expected by the end of 2014. In Wisconsin, NSPW 
and the Public Service Commission of Wisconsin (PSCW) staff reached an agreement that would result in a $16.1 million 
electric base rate increase, approximately 78% of NSP-W's initial rate request. A decision by the PSCW is expected by 
December 2014 with new rates effective January 2015. The Texas and Wisconsin rate settlements are in line with Fitch's 
expectations. 

Regulatory Risk in Minnesota: Fitch's rating concerns for XEL include the regulatory risk associated with NSPM's 
Minnesota pending rate case and the prudence review related to cost overruns at the Monticello nuclear plant. Fitch 
believes NSPM's pending rate proceeding carries some level of regulatory uncertainty particularly in light of the last rate 
order which was less constructive than what Fitch had originally anticipated and materially below what NSPM had received 
in past orders. In its revised request, NSP-M is seeking an electric base rate increase of $142.2 million in 2014 with a step 
increase of $106 million in 2015, based on a 10.25% return on equity (ROE). NSPM's filing is the first rate proceeding 
under which the Minnesota Public Utility Commission (MPUC) is considering a multi-year rate request, which adds some 
level of regulatory uncertainty, in Fitch's view. Securing multi-year rate plans in Minnesota is critical to management's long-
term strategy of improving its earned ROE within the next five years. 

Fitch does not expect a potential disallowance on Monticello cost overruns to have a material impact on consolidated credit 
metrics. NSPM completed the Monticello life extension and 71MW power uprate project in 2013 for a total cost of 
approximately $665 million, which was significantly higher than the initial estimate of $320 million in 2008. In July 2014, the 
Minnesota Department of Commerce (DOC), the main intervener in the case, recommended a disallowance of 
approximately $71.5 million of project costs. A decision on the prudence review is expected to be made within the context 
of the pending rate case with a final rate order in the second quarter of 2015 (2Q'15). 

Colorado Pending Rate Case: PSCo filed for an annual electric base rate increase of approximately $136 million based on 
a 10.35% ROE and a 56% common equity ratio. The rate request reflects cost recovery of approximately $100.9 million 
associated with the Clean Air Clean Jobs Act (CACJ) project which is expected to be completed by 2017. PSCo also 
proposed to implement a CACJ rider that would recover approximately $34.2 million in 2016 and $29.9 million in 2017. It is 
Fitch's expectation that PSCo will be able to secure another multi-year rate plan that provides regulatory predictability 
through 2017. Interim rates subject to refund are to be effective February 2015 with a final rate order expected in 2Q'15. 

Elevated Capex: Consolidated capital expenditures remain elevated over the forecast period. Capex is projected to 
amount to approximately $17.5 billion over 2014-2019 compared with approximately $14.3 billion spent over the previous 
six years. Management forecasts that about 69% will be allocated to NSPM and PSCo, and earmarked primarily for 
transmission and generation, which represent approximately 31% and 23% of consolidated capex, respectively. The 
projected $17.5 billion of consolidated capex spending does not include any Transco-related investments. 

XEL formed two Transco entities in 2014 that will compete in the context of FERC 1000 order for transmission projects in 
the SPP region starting in 2015 and MISO regions, starting in 2015 or 2016. The Transcos have filed for forward-looking 
transmission formula rates treatment with FERC and a decision is expected by the end of 2014. Both Transcos requested 
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a capital structure based on 55% equity and 45% debt. 

Fitch believes the formation of the Transco entities is credit neutral to XEL at this time. 

Stable Credit Metrics: For the latest 12 months (LTM) ended Sept. 30, 2014, funds from operations (FFO)-fixed charge 
coverage stood at 5.2x, FFO lease-adjusted leverage at 4x, and adjusted debt/EBITDAR at 4.3x. Fitch forecasts credit 
metrics to remain near existing levels with FFO-fixed charge coverage averaging 5x, FFO-lease adjusted leverage, 4.2x, 
and adjusted debt/EBITDAR, 4.3x, over 2014-2017. Fitch's Base Case projections reflect rate outcomes at NSP-M and 
PSCo that are consistent with most recent rate orders. Fitch has not assumed any disallowance associated with the 
Monticello costs overruns. FFO metrics are further supported by tax benefits stemming from the utilization of Net Operating 
Losses (NOLs) at XEL. 

Conservative Business Model: XEL's rating affirmation reflects the relatively stable operating cash flows of its operating 
subsidiaries and the financial support it receives from them in the form of dividends for the payment of corporate expenses, 
debt service obligations, dividends to common shareholders, and for other business matters. XEL's low-risk regulated 
utility subsidiaries benefit from relatively constructive regulatory frameworks across multiple jurisdictions and exhibit limited 
fuel and commodity price risk due to the ability to recover fuel and purchased power via separate cost trackers. XEL 
provides equity funding to its subsidiaries to support their long-term growth and to optimize their capital mix within a target 
range. XEL strategy continues to be focused on successfully managing rate cases and reducing regulatory lag. 

Adequate Liquidity: XEL has adequate liquidity to meet short-term funding needs. Total consolidated borrowing capacity 
amounted to $2.45 billion under five separate five-year bank credit facilities at Sept. 30, 2014. In October 2014, XEL 
renewed its bank credit facilities and increased total borrowing capacity to $2.75 billion with a maturity date of October 
2019. At Sept. 30, 2014, XEL had $138 million of cash and cash equivalents and $1,682 million of unused facilities. XEL 
also support liquidity needs of its operating subsidiaries through equity infusions and participates in a company money pool 
where it can lend but not borrow funds from the pool. Consolidated debt maturities are considered manageable with $250 
million due in 2015, $650 million due in 2016, (including $450 million of XEL long-term debt) and $384 million due in 2017. 
Fitch expects XEL to continue to enjoy ample access to capital markets and refinance long-term debt maturities when due. 

Standard Notching: There is a moderate to strong linkage between the IDRs of XEL and each of its subsidiaries. The 
linkages originate primarily from strategic drivers. Each subsidiary is important to XEL and the parent financially supports 
its subsidiaries when warranted via equity infusions and funding into the inter-company money pool. Fitch generally 
maintains a one-to-two notch differential between parent holding company and utility subsidiaries. Notching can be 
widened in instances where some form of ring-fencing provisions exists and/or the parent holding company can 
demonstrate its commitment or ability to support utility's credit metrics, as seen with XEL. As a result, Fitch believes a one 
to two notch differential between the IDRs of XEL and its subsidiaries is appropriate. 

RATING SENSITIVITIES 

Positive: 

Funding of a large multi-year capital investment plan and the uncertainty associated with the outcome of pending rate 
proceedings in Minnesota and Colorado limit prospects for a positive rating action in the near term. 

Negative: Future developments that may, individually or collectively, lead to a negative rating action include: 

--A deterioration in the regulatory compacts of Colorado or Minnesota that result in an inability to successfully execute and 
adequately recover large capital investments at the utilities;
--Adjusted debt/EBITDAR weakening to 4.6x on a consolidated basis; and
--A more aggressive dividend policy adopted by management that result in parent-level incremental leverage or a 
reduction in parental equity support to the utilities in the midst of heavy capex. Fitch notes XEL's dividend payout ratio is 
below industry average. 

KEY RATING DRIVERS FOR PUBLIC SERVICE CO. OF COLORADO 

Pending Rate Case: PSCo filed for an annual electric base rate increase of approximately $136 million based on a 10.35% 
ROE and a 56% common equity ratio. The utility currently operates under a multi-year rate plan that provides regulatory 
predictability and cash flow visibility through 2014. The multi-year rate plan provided a total of $124 million of base rate 
increases, including a $25 million rate hike effective January 2014. PSCo has historically done well in rate proceedings, 
consistently receiving more than 50% of rate requests. In its Base Case scenario, Fitch has assumed a rate outcome that 
is in line with the last rate decision, including the ability to secure another multi-year rate plan that would provide regulatory 
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predictability through 2017. A less than balanced rate order would be an adverse credit factor. 

Elevated Capex: Fitch expects capex to remain elevated throughout the forecast period. Management plans on spending a 
total of approximately $5.53 billion over 2014-2019, which is higher than historical norms. Key drivers of capex include 
investments associated with the Clean Air Clean Jobs Act (CACJA), projects related to gas pipeline integrity, and 
enhancement of the distribution system. The CACJA projects include the shutdown of over 900MW of coal generation, the 
addition or conversion of over 900MW of natural gas generation, and the installation of pollution control equipment on over 
700MW of coal generation. Overall project is expected to be completed by 2017 and management expects to spend 
approximately $340 million over the forecast period. Estimated costs related to natural gas pipeline replacement projects 
amount to approximately $665 million over the next five years. 

Favorable Regulatory Compact: PSCo expects to recover capex via rate cases, and recovery through a rider mechanism 
is also allowed by the CPUC. For natural gas pipeline replacement projects, PSCo can recover its costs through a natural 
gas pipeline integrity rider, which reduces the impact of regulatory lag on operating cash flows during the investment 
phase. Other constructive rate design mechanisms include the use of forward-looking test years, energy and natural gas 
cost trackers, and multiple riders for transmission and CACJ-related investments, minimizing rate lag. 

Strong Credit Metrics: For the LTM ended Sept. 30, 2014, FFO fixed-charge coverage was 6.7x, FFO lease-adjusted 
leverage, 3.3x and adjusted debt/EBITDAR at 3.6x. Fitch forecasts FFO fixed-charge coverage to average 5.7x, FFO-
lease adjusted leverage, 3.9x, and adjusted debt/EBITDAR, 3.4x, over 2014-2017, in line with target ratios for an 'A-' rated 
utility company. The cash flow metrics reflect the phase-out of bonus depreciation in 2014. 

Fitch expects PSCo to finance capex in a manner that is consistent with its currently authorized capital structure, using a 
mix of internally generated cash flows, long-term debt issuances, and parent equity infusions. Fitch views parent support 
as credit positive for PSCo. Fitch projects internally generated cash flows to fund approximately 60% of capex over the 
forecast period. 

Adequate Liquidity: Fitch considers PSCo to have adequate liquidity to meet its short-term obligations. The company has 
access to a total of $700 million under a bank credit facility that expires in July 2017. The credit facility was recently 
renewed with the maturity date extended to October 2019. At Sept. 30, 2014, PSCo had $452 million of available liquidity, 
including $441 million of unused facilities and $11 million of cash and cash equivalents. Further strengthening liquidity, 
PSCo participates in a money pool with its utility affiliates NSPM and SPS. PSCo's maximum borrowing limit under the 
money pool is $250 million, which was fully available at Sept. 30, 2014. PSCo's long-term debt maturities are considered 
manageable with $130 million due in 2017 and $300 million due in 2018. Fitch expects PSCo to continue to enjoy ample 
access to the debt capital markets to fund ongoing capex and refinance long-term debt maturities as they become due. 

RATING SENSITIVITIES 

Positive: 

Given the projected sizeable capital spending, future positive rating actions are unlikely in the near term. 

Negative: Future developments that may, individually or collectively, lead to a negative rating action include: 

--A less than balanced outcome in PSCo's pending rate case;
--Adjusted debt/EBITDAR weakening to 4x; and
--A shift in management strategy that results in weaker financial support from XEL. 

KEY RATING DRIVERS FOR NORTHERN STATES POWER MINNESOTA 

Balanced Regulation: Utility rate design is enhanced by the timely recovery of fuel and purchased power costs in all three 
jurisdictions. Additionally, the utilities have riders that facilitate timely recovery of environmental, renewables, and 
transmission-related capital investments. Utility credit quality is further enhanced by regulatory mechanisms that include 
the use of forward-looking test years in Minnesota and North Dakota, and the ability to file for multi-year rate plans in 
Minnesota following an order by the Minnesota Public Utility Commission (MPUC) in June 2013. The multi-year plan is filed 
as part of a general rate case and can be used for the recovery of costs related to specific capital projects and appropriate 
non-capital projects. A stay-out provision is in effect during the multi-year term. 

Uncertainty Around Pending Rate Case: Fitch expects the request for recovery of cost overruns associated with the 
Monticello life extension and extended power uprate project to be a focal point of the case. The Monticello life extension 
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and 71MW power uprate project was completed in 2013 for a cost that was more than double NSPM's initial estimates. A 
decision on the prudence review is expected to be made within the context of the pending rate case with a final rate order 
in 2Q'15. A balanced rate outcome will be critical towards maintaining the existing credit profile. 

Elevated Capex: NSPM plans on spending a sizeable $6.51 billion over 2014-2019. Peak of capital spending occurs in 
2015 and amounts to approximately $1.62 billion, including $575 million associated with wind investments. Capex is 
primarily driven by investments in infrastructure, transmission stemming from the CapX2020 project, renewable energy 
including recently approved owned wind generation, and nuclear generation. NSPM has transmission and renewable 
riders that facilitate timely recovery of capital investments. 

Robust Credit Metrics: For the LTM ended Sept. 30, 2014, FFO fixed charge coverage stood at 6.8x, FFO lease-adjusted 
leverage at 3.2x, and adjusted debt/EBITDAR at 3.7x. Fitch forecasts FFO fixed charge coverage to average 6.2x, FFO 
lease-adjusted leverage, 3.3x, and adjusted debt/EBITDAR, 3.6x over 2014-2017. The FFO metrics include the favorable 
impact of production tax credits associated with the utility's wind investments in 2015. Fitch's projections do not include any 
cost recovery disallowance related to the Monticello project. Fitch believes there is enough room in the credit metrics to 
absorb any potential disallowance. 

Fitch expects capex to be funded in a manner consistent with the utility's authorized regulatory capital structure (52.56% 
common equity ratio), including a mix of internally generated funds, long-term debt issuances, and parent equity infusions. 
Fitch projects internally generated cash flows to fund approximately 75% of capex over 2014-2017. 

Low-Risk Business Model: NSPM's ratings reflect the low-risk nature of its regulated utility business that operates in what 
Fitch considers to be balanced regulatory regimes across the regulatory jurisdictions of Minnesota, North Dakota, and 
South Dakota. Fitch notes Minnesota represents approximately 88% of NSPM's earnings and is the main driver of the 
utility's financial performance. 

Adequate Liquidity: NSPM has adequate liquidity to meet its short-term funding obligations with access to a total of $500 
million under a bank credit facility that expires in July 2017. The bank facility was recently renewed with the maturity date 
extended to October 2019. At Sept. 30, 2014, there was $568 million of available liquidity, including $476 million of unused 
facilities and $92 million of cash on hand. Liquidity is also available through participation in a money pool with its utility 
affiliates PSCo and SPS. NSPM has a borrowing limit of $250 million, which was fully available at Sept. 30, 2014. NSPM 
can receive funds from XEL but cannot lend to it under the money pool arrangement. Long-term debt maturities are 
manageable with $250 million due in 2015 and $500 million due in 2018. Fitch expects NSPM to continue to enjoy ample 
access to the debt capital markets to fund capex and refinance existing long-term debt. 

RATING SENSITIVITIES 

Positive: 

Given the uncertainty on the outcome of the Minnesota pending rate case and sizeable capex, a positive rating action is 
unlikely in the near term. 

Negative: Future developments that may, individually or collectively, lead to a negative rating action include: 

--A rate outcome in the pending rate case that is inconsistent with recent rate orders and significantly below Fitch's 
expectations; 
--Adjusted debt/EBITDAR weakening to 4x; and
--A shift in management strategy that results in weaker financial support from XEL. 

KEY RATING DRIVERS FOR NORTHERN STATES POWER WISCONSIN 

Supportive Regulatory Compact: NSPW's ratings reflect the constructive regulatory framework in Wisconsin with rate 
design mechanisms that are supportive of credit quality, and characterized by above-average authorized ROEs, forward 
looking test years, purchased gas adjustment clause and annual filings for fuel and purchased energy adjustments. 

NSPW reached a constructive agreement with the Public Service Commission of Wisconsin (PSCW) Staff and other 
parties in the utility's pending rate case. Under the agreement, NSPW's electric base rates will increase by $16.1 million, 
representing approximately 78% of the utility's initial request. The recommendation is based on a 10.2% ROE and a 
52.54% common equity ratio. New rates are to be effective January 2015. The outcome is in line with Fitch's prior 
expectations. A final decision by the PSCW is expected by the end of 2014. 
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Elevated Capex: Fitch's main rating concern relates to the relatively sizeable capital spending program over the forecast 
period. NSPW plans on spending a total of approximately $1.72 billion over 2014-2019, significantly higher than historical 
norms. Capex is primarily earmarked for transmission spending, including NSPW's Wisconsin portion of the CapX2020 
transmission project. 

Stable Credit Metrics: For the LTM ended Sept. 30, 2014, FFO fixed charge coverage stood at 4.5x, FFO lease-adjusted 
leverage at 3.3x, and adjusted debt/EBITDAR, 3x. Fitch forecasts FFO fixed charge coverage to average 6x, FFO lease-
adjusted leverage, 3.5x, and adjusted debt/EBITDAR, 3.3x, over 2014-2017. The forecasted metrics reflect the expiration 
of bonus depreciation in 2014 and peak spending in the 2016-2017 time frame. 

Fitch expects NSPW to fund capex in a manner that is consistent with its authorized regulatory capital structure (52.54% 
common equity ratio), with a mix of internally generated funds, long-term debt issuances, and parent equity infusions. Fitch 
views the parent support as credit positive for NSPW. 

Adequate Liquidity: NSPW has adequate liquidity to meet its short-term obligations with access to a total of $150 million 
under a bank credit facility that expires in July 2017. At Sept. 30, 2014, total available liquidity was $144 million, including 
$142 million of unused facilities and $2 million of cash on hand. There are no long-term debt maturities prior to 2018 when 
$150 million becomes due. 

RATING SENSITIVITIES 

Positive: 

Given the projected elevated capex, a positive rating action is unlikely in the near term. 

Negative: Future developments that may, individually or collectively, lead to a negative rating action include: 

--A deterioration of the Wisconsin regulatory compact; 
--Adjusted debt/EBITDAR weakening to 3.75x; and
--A shift in management strategy that results in weaker financial support from XEL. 

KEY RATING DRIVERS FOR SOUTHWESTERN PUBLIC SERVICE CO. 

Low Risk Business Model: SPS's ratings are supported by its low-risk regulated utility businesses that operate in the 
regulatory jurisdictions of Texas and New Mexico. Texas is the main driver of financial performance. Rate design 
mechanisms include fuel and purchased power recovery mechanisms that limit commodity risk in both jurisdictions. SPS 
has also riders for transmission and distribution costs in Texas. Nonetheless, Fitch considers those regulatory regimes to 
be challenging from a bondholder perspective, primarily due to the reliance on historic test years in the rate setting 
process, as well as due to authorized electric ROEs that have been below industry average over recent years. That being 
said, SPS has done relatively well in recent rate cases with balanced outcomes in both Texas and New Mexico. 

Constructive Texas Rate Settlement: SPS reached a constructive settlement agreement with the staff of the Public Utility 
Commission of Texas (PUCT), the Texas Industrial Energy Consumers, the Office of Public Counsel and other parties in 
September 2014 which would increase retail electric rates by $37 million (approximately 70% of initial rate request) 
retroactive to June 1, 2014. The settlement is silent with respect to rate of return and other traditional parameters. 
Management indicated in its 3Q earnings call that it plans on filing a Texas rate case in December 2014 to recover recent 
capital investments. Continued balanced decisions in rate cases will be critical toward maintaining SPS's existing rating 
profile. 

Balanced New Mexico Rate Order: The New Mexico Public Regulation Commission (NMPRC) authorized SPS an electric 
rate increase, effective April 5 2014, of approximately $33.1 million, consistent with Fitch's Base Case projections. The 
order was based on a 9.96% ROE, a 53.89% common equity ratio, and a 2014 forecasted test year. Favorably, Fitch notes 
SPS's rate case was the first proceeding under which the NMPRC applied a forward-looking test year, as permitted by 
Senate Bill 477 that was enacted in 2009. 

Elevated Capex: SPS plans on spending a sizeable $3.17 billion over 2014-2019, with capex peaking in 2016 and 2017. 
Capital spending is earmarked primarily for transmission investments in the Texas Panhandle and eastern New Mexico, 
representing approximately 57% of total capital spending. SPS is experiencing rapid sales growth in its service territory 
due to its attractive location near oil shale plays and demand from the oil and gas exploration industry. 

Modest Weakening in Credit Metrics: For the LTM ended Sept. 30, 2014, FFO fixed charge coverage stood at 5.1x, FFO 
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lease-adjusted leverage at 3.3x, and adjusted debt/EBITDAR at 3.5x. Fitch forecasts FFO fixed charge coverage to 
average 4.8x, FFO lease-adjusted leverage, 3.9x, and adjusted debt/EBITDAR, 3.8x, over 2014-2017, well in line with 
Fitch's target ratios for a 'BBB' rated utility. Balanced outcomes in regulatory proceedings and effective cost control 
management will continue to be critical towards maintaining current ratings. 

Fitch expects the utility to fund capex requirements with a balanced mix of internally generated funds, long-term debt, and 
parent equity infusions. Fitch views the parent support as credit positive for SPS. 

Sufficient Liquidity: SPS has access to $300 million of total available capacity under a five-year bank credit facility that 
expires July 2017. In October 2014, SPS renewed its credit facility and increased borrowing capacity to $400 million with a 
maturity date of October 2019. As of Sept. 30, 2014, there was $260 million of available liquidity, including $259 million of 
unused facilities and $1 million of cash on hand. SPS has access to additional liquidity through its participation in an inter-
company money pool. SPS has a borrowing limit of $100 million, and the full amount was available at Sept. 30, 2014. Fitch 
considers long-term debt maturities to be manageable with $200 million due in 2016 and $250 million due in 2018. 

Fitch has also revised the rating on SPS's 8.75% $250 million Series G senior unsecured note to 'A-' from 'BBB+'. The 
rating revision is triggered by the Series G notes becoming secured and pari passu with SPS's first mortgage bonds 
pursuant to the negative pledge clause in its indenture. On June 9, 2014, SPS closed on its issuance of $150 million of 
3.3% first mortgage bonds, Series 3 due 2024. The issuance raised the amount of SPS's first mortgage debt outstanding 
to $550 million, which exceeded the 15% of capitalization covenant under the negative pledge clause in the Series G Fifth 
Supplemental Indenture. The clause states that any additional secured debt issued by SPS cannot exceed the greater of 
15% of their capitalization or 15% net tangible assets without equally and ratably securing the Series G notes. 

RATING SENSITIVITIES 

Positive: 

Given the projected elevated capex, a positive rating action is unlikely in the near term. 

Negative: Future developments that may, individually or collectively, lead to a negative rating action include: 

--Unfavorable regulatory developments including the inability to timely and adequately recover costs associated with a 
large capex program;
--Adjusted debt/EBITDAR greater than 4.5x on a sustained basis; and 
--A shift in management strategy that results in weaker financial support from XEL. 

Fitch has affirmed the following ratings with a Stable Outlook: 

XEL
--Issuer Default Rating (IDR) at 'BBB+';
--Senior unsecured debt at 'BBB+';
--Short-term IDR and commercial paper (CP) at 'F2'. 

PSCo
--IDR at 'A-';
--Senior secured debt at 'A+';
--Short-term IDR and CP at 'F2'. 

NSPM
--IDR at 'A-';
--Senior secured debt at 'A+';
--Short-term IDR and CP at 'F2'. 

NSPW
--IDR at 'A-';
--Senior secured debt at 'A+';
--Senior unsecured debt at 'A';
--Short-term IDR and CP at 'F2'. 

La Crosse (WI) (NSP-WI)
--Unsecured resource recovery refunding revenue bonds at 'A'. 

11/21/2014https://www.fitchratings.com/creditdesk/press_releases/detail.cfm?print=1&pr_id=929955
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SPS
--IDR at 'BBB';
--Senior secured debt at 'A-'
--Senior unsecured debt at 'BBB+';
--Short-term IDR and CP at 'F2'. 

Contact: 

Primary Analyst
Philippe Beard
Director
+1-212-908-0242
Fitch Ratings, Inc.
33 Whitehall Street
New York, NY 10004 

Secondary Analyst
Roshan Bains
Director
+1-212-908-0211 

Committee Chairperson
Ralph Pellecchia
Senior Director
+1-212-908-0586 

Media Relations: Brian Bertsch, New York, Tel: +1 212-908-0549, Email: brian.bertsch@fitchratings.com. 

Additional information is available at 'www.fitchratings.com'. 

Applicable Criteria and Related Research: 

--'Corporate Rating Methodology: Including Short-Term Ratings and Parent and Subsidiary Linkage' (Aug. 5, 2013);
--'Rating U.S. Utilities, Power and Gas Companies' (March 11, 2014);
--'Recovery Ratings and Notching Criteria for Utilities' (Nov. 19, 2013).

Applicable Criteria and Related Research:
Corporate Rating Methodology - Including Short-Term Ratings and Parent and Subsidiary Linkage
Rating U.S. Utilities, Power and Gas Companies (Sector Credit Factors)
Recovery Ratings and Notching Criteria for Utilities

Additional Disclosure 
Solicitation Status

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ 
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE 
'WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM 
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM 
THE 'CODE OF CONDUCT' SECTION OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE 
SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS 
FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY 
SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE. 

Copyright © 2014 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries.

11/21/2014https://www.fitchratings.com/creditdesk/press_releases/detail.cfm?print=1&pr_id=929955
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PUBLIC SERVICE COMPANY OF COLORADO
Cost of Debt for 2015
Capital Employed
as of 11/13/14

Coupon Issue Maturity Hedges/ Capital Annual Expense Cost of Capital
Description Rate Date Date Par Value 13 Mo. Amount Premium Discount Expense Employed Interest Hedges Discount Expense Capital Cost %

4.375% Sept 1, 2017 4.3750 8/18/2005 9/1/2017 129,500,000 129,500,000 0 -               947,992         128,552,008       5,665,625     0 0 436,763 6,102,388    4.75%
5.80% Aug 1, 2018 5.8000 8/13/2008 8/1/2018 300,000,000 300,000,000 0 136,447       788,704         299,074,848       17,400,000   0 44,221 255,611 17,699,832  5.92%
5.125% Jun 1, 2019 5.1250 6/4/2009 6/1/2019 400,000,000 400,000,000 (247,365) 846,615       1,263,925      397,642,095       20,500,000   63,128 216,059 322,558 21,101,746  5.31%
3.2%  Nov 15, 2020 3.2000 11/8/2010 11/15/2020 400,000,000 400,000,000 0 875,175 1,715,824      397,409,001       12,800,000   0 162,711 319,003 13,281,713  3.34%
2.25% Sep 15, 2022 2.2500 9/11/2012 9/15/2022 300,000,000 300,000,000 (1,282,824) 211,673       2,127,204      296,378,299       6,750,000     177,884 29,352 294,970 7,252,206    2.45%
2.50% Mar 1, 2023 2.5000 3/12/2013 3/15/2023 250,000,000 250,000,000 0 894,346       1,651,001      247,454,653       6,250,000     0 116,036 214,208 6,580,244    2.66%
6.25% Sept 1, 2037 6.2500 8/15/2007 9/1/2037 350,000,000 350,000,000 1,248,707 2,122,618    2,711,138      346,414,951       21,875,000   (56,288) 95,682 122,210 22,036,604  6.36%
6.50% Aug 1, 2038 6.5000 8/13/2008 8/1/2038 300,000,000 300,000,000 0 929,015       2,479,616      296,591,369       19,500,000   0 40,218 107,346 19,647,564  6.62%
4.75% Aug 15, 2041 4.7500 8/2/2011 8/15/2041 250,000,000 250,000,000 0 831,072 2,278,850      246,890,078       11,875,000   0 31,793 87,177 11,993,970  4.86%
3.60% Sep 15, 2042  3.6000 9/11/2012 9/15/2042 500,000,000 500,000,000 (38,892,314) 1,568,416    4,691,773      454,847,497       18,000,000   1,428,536 57,609 172,331 19,658,476  4.32%
3.90% Mar 15, 2043 3.9500 3/12/2013 3/15/2043 250,000,000 250,000,000 0 1,564,508    2,492,221      245,943,271       9,875,000     0 56,437 89,903 10,021,340  4.07%
4.30% Mar 15, 2044 4.3000 3/10/2014 3/15/2044 300,000,000 300,000,000 0 1,058,660    2,858,926      296,082,414       12,900,000   0 36,853 99,531 13,036,384  4.40%
4.70% May 1, 2045 4.7000 5/1/2015 5/1/2045 350,000,000 215,384,615 0 -               2,126,746      213,257,869       10,966,667   0 0 78,253 11,044,920  5.18%

Total Debt 4,079,500,000 3,944,884,615 (39,173,797) 11,038,546    28,133,920 3,866,538,353 174,357,292 1,613,260 886,971 2,599,866 179,457,388 4.64%
Amortization of hedging gains or losses associated with refinanced debt (a) 543,198 (1,559,966)

 Amortization of expenses associated with refinanced debt (b) 36,345,818      (8,211,898) 1,142,117
 Fees on 5-year Credit Facility (c) -                      683,406
Grand Total 3,858,869,653     179,722,944  4.66%

 
(a) Hedging balances and amortization that are no longer attached to outstanding debt
(b) Loss on reacquired debt balances and amortization that are no longer attached to outstanding debt
(c) Credit facility fees that were prepaid and will be amortized through the ending date of 7/27/17



 
 
RE: Advice No. 1672 – Electric Filed by ) Fifteenth Audit Requests 
Public Service Company of Colorado on ) of the CPUC Staff – Fiona Sigalla
June 17, 2014 ) Served on Public Service Company
 ) 
 ) 
Docket No. 14AL-0660E ) July 17, 2014
 
 
AUDIT REQUEST CPUC15-5: 
 
Please provide the growth in projected benefit obligation and growth in fair value of 
assets for 2009, 2010, 2011, 2012, 2013.  Please exclude employer contributions from 
change in fair value of plan assets. 
 
 
OBJECTION: Public Service objects to this request to the extent that it seeks data from 
time periods more than four years prior to the filing of this proceeding. As set forth in 
Rule 1405(f), of the Commission’s Rules of Practice and Procedure, it is presumed that a 
request for such data is not reasonably calculated to lead to the discovery of admissible 
evidence and is therefore beyond the scope of discovery.  
 
Sponsor:  Ann E. Hopfenbeck Response Date:  July 29, 2014 
 
 
RESPONSE: 
 
Without waiving its objection the Company responds with data for calendar year 2009 in 
addition to information for the years not subject to objection as follows. 
 
Please see Attachment CPUC15-5.A1 for the growth in the projected benefit obligation 
and growth in fair value of assets from 2009-2013 excluding employer contributions.  
Please note that this schedule is total PSCo and XES and the amounts have not been 
allocated to the PSCo electric retail level.  
 
Attachment: 
CPUC15-5.A1 
 
Sponsor: Richard Schrubbe Response Date:  July 29, 2014 
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2009 2010 2011 2012 2013 2009 2010 2011 2012 2013 2009 2010 2011 2012 2013
Benefit Obligation at beginning of year 702,489            744,920     799,800          858,986           973,894          131,643       152,787   172,005   188,387       220,477            404,302     436,246        456,698          491,435           571,312          

Service Cost 11,979              11,561       12,511            16,741             19,035            3,578          4,581       5,215       5,978          6,171                17,387       19,001          19,616            21,146             22,612            
Interest Cost 46,161              43,679       42,871            41,828             38,655            8,584          8,960       9,363       9,364          7,505                26,578       25,270          24,510            24,080             22,040            
Amendments (35,341)             -            -                  -                   -                  -              11            -           -              -                    1,579            626                
Actuarial (gain) loss 67,827              47,297       52,443            107,779           (44,443)           16,856        14,479     14,323     30,480        (4,941)               18,197       12,045          29,230            66,469             (17,728)          
Benefit payments (48,195)             (47,657)     (48,639)           (51,440)            (54,703)           (7,874)         (8,813)      (12,519)    (14,358)       (20,120)             (30,218)      (37,443)         (38,619)          (36,888)            (49,055)          
Pension Transfer -                   -                  626             11,306              5,070               (14,931)          

Benefit Obligation at end of year 744,920            799,800     858,986         973,894         932,438        152,787     172,005 188,387 220,477       220,398          436,246   456,698      491,435        571,312         534,876        

Fair value of assets at beginning of year 489,353            509,890     541,765          604,876           645,760          93,601        108,530   119,315   115,371       118,802            360,807     362,012        356,629          344,064           359,767          
Actual return on plan assets 68,732              79,532       111,750          92,324             21,974            22,803        19,598     8,575       17,789        8,710                31,423       32,060          26,054            52,591             41,359            
Employer contributions (1)
Benefit payments (48,195)             (47,657)     (48,639)           (51,440)            (54,703)           (7,874)         (8,813)      (12,519)    (14,358)       (20,120)             (30,218)      (37,443)         (38,619)          (36,888)            (49,055)          
Pension Transfer -                    -            -                  -                   -                  -              -           -           -              11,306              (14,931)          

Fair Value of assets at end of year 509,890            541,765     604,876         645,760         613,031        108,530 119,315 115,371 118,802       118,698          362,012 356,629      344,064        359,767         337,140        

Funded Status without Employer Contributions 68% 68% 70% 66% 66% 71% 69% 61% 54% 54% 83% 78% 70% 63% 63%

(1) Employer Contributions Removed 170,308            -            49,259           24,648          29,876          18,081      -        11,312  17,138        14,706           9,390          19,807         44,440          36,017         

Xcel Energy Pension Plan - XES

Attachment CPUC15-5.A1

Total PSCO Qualifed Pension Plans 
Projected Benefit Obligation & Fair Value of Asset Rollforward

(Amounts in Thousands)

Former NCE Non-Bargaining Pension Plan - PSCoPSCo Bargaining Plan - PSCo
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RE: Advice No. 1672 – Electric Filed by ) Twenty Sixth Discovery Requests 
Public Service Company of Colorado on ) of the CPUC Staff
June 17, 2014 ) Served on Public Service Company
 ) 
 ) 
Docket No. 14AL-0660E ) August 8, 2014
 
 
DISCOVERY REQUEST CPUC26-6: 

RE: CPUC14-3, please provide the appropriate weights given by the Company in order to 
aggregate the rates of return for the pension plans to one annual rate of return, and please provide 
the annual rate of return for all of PSCo pension plans.  Please also provide an update with a 
revised 2014 YTD returns through 8/31/2014, when available.   

 
RESPONSE:  
 
Please see Attachment CPUC26-6.A1.    Please note that the 8/31/14 rates of return will not be 
available until mid September and an update will be provided around that time.  
 
Attachment: 
CPUC26-6.A1 
 
Sponsor: Todd Degrugillier Response Date: August 18, 2014 
 
 
SUPPLEMENTAL RESPONSE:  
 
The Company is providing an update to this request to provide 2014 YTD returns through 
8/31/2014. 
 

Year 
PSCo 

Bargaining NCE XEPP 
Weighted 
Average 

2014 (Through 8/31/2014) 9.03% 7.95% 8.42% 8.78% 

 
Sponsor: Todd Degrugillier Response Date: December 15, 2014 
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Year PSCo Bargaining NCE XEPP Weighted Average
2007 6.46% 6.55% 6.60% 6.51%
2008 -26.05% -25.53% -25.26% -25.80%
2009 13.37% 12.72% 11.94% 13.02%
2010 12.38% 10.95% 12.77% 12.26%
2011 15.34% 4.69% 6.28% 12.53%
2012 11.16% 11.43% 11.64% 11.28%
2013 2.39% 7.18% 7.01% 3.82%
2014 6.46% 5.77% 6.11% 6.31%

Plan
Fair value of

Pension plan assets
Percent to PSCo

O&M Electric
Amount to PSCo

O&M Electric
Weighted
Average

Actual
Return

Blended
EROA

PSCo Barg PSCo 676,024                      50.110% 338,756               63% 6.46% 4.05%
NCE - PSCo 132,294                      50.110% 66,293                 12% 6.55% 0.80%
XEPP-XES 561,757                      24.101% 135,391               25% 6.60% 1.65%

1,370,075                   540,439               100% 6.51%

Plan
Fair value of

Pension plan assets
Percent to PSCo

O&M Electric
Amount to PSCo

O&M Electric
Weighted
Average

Actual
Return

Blended
EROA

PSCo Barg PSCo 489,353                      48.164% 235,691               64% -26.05% -16.72%
NCE - PSCo 93,601                       48.164% 45,082                 12% -25.53% -3.13%
XEPP-XES 360,807                      23.964% 86,463                 24% -25.26% -5.95%

943,761                      367,236               100% -25.80%

Plan
Fair value of

Pension plan assets
Percent to PSCo

O&M Electric
Amount to PSCo

O&M Electric
Weighted
Average

Actual
Return

Blended
EROA

PSCo Barg PSCo 680,198                      45.980% 312,755               68% 13.37% 9.16%
NCE - PSCo 126,611                      45.980% 58,216                 13% 12.72% 1.62%
XEPP-XES 362,012                      23.672% 85,696                 19% 11.94% 2.24%

1,168,821                   456,667               100% 13.02%

Plan
Fair value of

Pension plan assets
Percent to PSCo

O&M Electric
Amount to PSCo

O&M Electric
Weighted
Average

Actual
Return

Blended
EROA

PSCo Barg PSCo 712,073                      46.818% 333,382               69% 12.38% 8.55%
NCE - PSCo 137,396                      46.818% 64,327                 13% 10.95% 1.46%
XEPP-XES 366,019                      23.239% 85,058                 18% 12.77% 2.25%

1,215,488                   482,767               100% 12.26%

Plan
Fair value of

Pension plan assets
Percent to PSCo

O&M Electric
Amount to PSCo

O&M Electric
Weighted
Average

Actual
Return

Blended
EROA

PSCo Barg PSCo 824,443                      46.245% 381,262               71% 15.34% 10.92%
NCE - PSCo 144,764                      46.245% 66,946                 12% 4.69% 0.59%
XEPP-XES 373,261                      23.454% 87,546                 16% 6.28% 1.03%

1,342,468                   535,754               100% 12.53%

Plan
Fair value of

Pension plan assets
Percent to PSCo

O&M Electric
Amount to PSCo

O&M Electric
Weighted
Average

Actual
Return

Blended
EROA

PSCo Barg PSCo 889,975                      44.798% 398,694               70% 11.16% 7.78%
NCE - PSCo 165,333                      44.798% 74,066                 13% 11.43% 1.48%
XEPP-XES 433,404                      22.927% 99,367                 17% 11.64% 2.02%

12/31/2007

12/31/2008

12/31/2009

12/31/2010

12/31/2011

12/31/2012
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1,488,712                   572,127               100% 11.28%

Plan
Fair value of

Pension plan assets
Percent to PSCo

O&M Electric
Amount to PSCo

O&M Electric
Weighted
Average

Actual
Return

Blended
EROA

PSCo Barg PSCo 887,122                      45.377% 402,550               70% 2.39% 1.66%
NCE - PSCo 179,935                      45.377% 81,649                 14% 7.18% 1.01%
XEPP-XES 446,794                      21.171% 94,593                 16% 7.01% 1.15%

1,513,851                   578,793               100% 3.82%

Plan
Fair value of

Pension plan assets
Percent to PSCo

O&M Electric
Amount to PSCo

O&M Electric
Weighted
Average

Actual
Return

Blended
EROA

PSCo Barg PSCo 887,122                      45.286% 401,738               70% 6.46% 4.50%
NCE - PSCo 179,935                      45.286% 81,484                 14% 5.77% 0.81%
XEPP-XES 446,794                      21.047% 94,036                 16% 6.11% 1.00%

1,513,851                   577,258               100% 6.31%

As of 5/31/2014 (using 12-31-13 Asset Values for Weighting)

12/31/2013
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