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PROCEDURAL HISTORY

Pursuant to the Deputy Commissioner’s 2021-2023 Gas and Electric CIP Cost-Effectiveness Decisions
filed on May 20, 2019, in docket numbers 18-782 and 18-783, Staff of the Minnesota Department of
Commerce, Division of Energy Resources (Staff) held extended discussions with stakeholders regarding
the gas and electric investor-owned utilities’ cost-effectiveness assumptions that will be used for the
2021-2023 Conservation Improvement Program (CIP) Triennial Plans.
Between September 10 and November 14, 2019, Staff held two CIP cost-effectiveness stakeholder
meetings and issued additional Information Requests to the utilities in order to inform updated findings
and recommendations.
On December 18, 2019, Staff issued an updated Proposed Decision for the 2021-2023 Cost-effectiveness
Process, which summarized key takeaways from the extended stakeholder discussions along with Staff’s
updated recommendations for the Deputy Commissioner’s consideration.
By the end of the written comment period on January 9, 2020, the Department received comments from
Center for Energy and Environment, CenterPoint Energy, Great Plains Natural Gas, Minnesota Energy
Resources Corporation, Minnesota Power, Otter Tail Power, and Xcel Energy.
By January 20, 2020, no reply comments were submitted to the Department by interested parties.
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II.

BACKGROUND

In the 2021-2023 Gas and Electric CIP Cost-Effectiveness Decisions filed on May 20, 2019, the Deputy
Commissioner directed Staff to continue cost-effectiveness discussions with stakeholders through
January 2020, and consider modifications to the gas and electric 2021-2023 cost-effectiveness
assumptions where justified. Specifically, the Department committed to discussing the following four
issues as part of the continued process:
1. Cost-effectiveness test discount rates.
2. Updating avoided marginal energy and capacity electric costs only if the Department
finds the updates are reasonably justified and if the avoided cost values have changed
by more than ten percent between the issuance of the May 2019 Decision and
September 2019.
3. Ways to improve the transparency of electric avoided capacity costs and electric
avoided marginal energy costs.
4. Recommendations from stakeholders regarding additional long-term costeffectiveness issues to explore as part of the 2024-2026 CIP Triennials. 1
Between September 10 and November 14, 2019, Staff held two CIP cost-effectiveness stakeholder
meetings and issued additional Information Requests to the utilities in order to inform updated findings
and recommendations.
The stakeholder meetings were open to anyone who wanted to participate. Table 1 lists the individuals
that Staff engaged with during the overall 2021-2023 cost-effectiveness update process. The Deputy
Commissioner greatly appreciates the insights and time that these individuals contributed to the costeffectiveness review process.
Table 1. CIP Cost-Effectiveness Stakeholders
Name
Marty Kushler
Audrey Partridge
Mike Bull
Ethan Warner
Nick Mark
Annie Levenson-Falk
Dylan Sievers
Tamie Aberle
Kathy Baerlocher
Jeremy Fischer
Cameron McCullough
Kristine Anderson
Gregory Ehrendreich

Organization
American Council for an EnergyEfficient Economy
Center for Energy and Environment
Center for Energy and Environment
CenterPoint Energy
CenterPoint Energy
Citizens Utility Board of Minnesota
Fresh Energy
Great Plains Natural Gas
Great Plains Natural Gas
Great Plains Natural Gas
Great Plains Natural Gas
Greater Minnesota Gas
Midwest Energy Efficiency Alliance
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Jim Phillippo
Joe Reilly
Lisa Rafferty
Eric Flower
Leah Peterson
Lisa Beckner
Tina Koecher
Amber Stalboerger
Jason Grenier
Janet Gonzalez
Susan Mackenzie
Michelle Rebholz
Joe Daniel
James Gignac
Shawn White
Jeremy Petersen
Aaron Tinjum
Erin Buchanan

AEG
AEG
AEG
AEG
Minnesota Power
Minnesota Power
Minnesota Power
Otter Tail Power
Otter Tail Power
Public Utilities Commission
Public Utilities Commission
Public Utilities Commission
Union of Concerned Scientists
Union of Concerned Scientists
Xcel Energy
Xcel Energy
Xcel Energy
Xcel Energy

The full CIP cost-effectiveness stakeholder meeting notes can be found in Appendix A and Appendix B of
this document. Additionally, a summary of the Information Requests can be found in Appendix C,
Appendix D, and Appendix E.
On December 18, 2019, Staff issued an updated Proposed Decision for the 2021-2023 Cost-effectiveness
Process, which summarized key takeaways from the extended stakeholder discussions along with Staff’s
updated recommendations for the Deputy Commissioner’s consideration. The updated
recommendations touched on the following four areas:
1. Cost-Effectiveness Test Discount Rates
a. Staff recommended that the Deputy Commissioner formally require that the electric
and gas investor-owned utilities use the Societal Discount Rate in the Societal Cost Test.
b. Staff recommended that the Deputy Commissioner require the investor-owned utilities
to apply the CIP Utility Discount Rate equal to 5.77 percent in the Utility Cost Test.
i. Staff emphasized that this version of the Utility Cost Test is appropriate for the
purposes of evaluating CIP cost-effectiveness only – and not for modelling
energy efficiency in Integrated Resources Plans or for estimating the impact to
revenue requirements.
c. Staff recommended that the Department adopt the National Standard Practice Manual’s
definition of the Utility Cost Test for the purposes of CIP only, as follows:
i. “The purpose of the Utility Cost Test is to indicate whether the benefits of an EE
resource will exceed its costs from the perspective of only the utility system.
The Utility Cost Test includes all costs and benefits that affect the operation of
the utility system and the provision of electric and gas services to customers”

4

2. Updated 2021-2023 Electric Avoided Costs
a. Staff recommended that the Deputy Commissioner approve Xcel Energy’s updated
2021-2023 avoided marginal energy and capacity costs.
b. Neither Minnesota Power nor Otter Tail Power proposed updates to their 2021-2023
electric avoided costs. Therefore, Staff recommended that Minnesota Power’s and Otter
Tail Power’s final approved 2021-2023 electric avoided costs reflect the values that were
previously approved in the May 20, 2019 Decision.2
3. Transparency of Electric Avoided Costs
a. Staff recommended that improvements to the transparency of electric avoided costs be
included as one of the priority cost-effectiveness issues to explore leading up to the
2024-2026 CIP Triennials.
4. Long-Term Cost-Effectiveness Issues to Explore Leading Up to the 2024-2026 CIP Triennials
a. Staff recommended that the Deputy Commissioner approve the initial scope of costeffectiveness issues outlined in the Proposed Decision that the Department will explore
in coordination with a Cost-Effectiveness Advisory Committee leading up to the 20242026 CIP Triennials.
By the end of the Proposed Decision’s comment period on January 9, 2020, the Department received
comments from Center for Energy and Environment (CEE), CenterPoint Energy (CenterPoint), Great
Plains Natural Gas (Great Plains), Minnesota Energy Resources Corporation (MN Energy Resources),
Minnesota Power, Otter Tail Power (Otter Tail), and Xcel Energy (Xcel). By January 20, 2020, no reply
comments were submitted to the Department by interested parties.
Informed by new findings from the continued CIP stakeholder process, the Deputy Commissioner
presents the following findings and determinations pertaining to the 2021-2023 CIP cost-effectiveness
proceeding.
See Section VII of this Decision for the Deputy Commissioner’s key final determinations.
See Appendix H of this Decision for the Final Approved Version of the Inputs to BENCOST for Natural
Gas Investor-Owned Utilities’ 2021-2023 CIP Triennium.

Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 2021-2023 Cost-Effectiveness
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III.

CIP COST-EFFECTIVENESS DISCOUNT RATES

Order Point Summary from the Deputy Commissioner’s May 20, 2019 Decision: In the 2021-2023 Gas
and Electric CIP Cost-Effectiveness Decisions filed on May 20, 2019, in docket numbers 18-782 and 18783, the Deputy Commissioner made the following determination about using the Societal Discount
Rate (SDR) in the Utility Cost Test (UCT):
Based on a review of Staff’s analysis, stakeholder comments, and a sensitivity
analysis examining the impacts on utility net benefits and program costeffectiveness of using the societal discount rate (rather than the [weighted
average cost of capital]) in the Utility Cost Test, the Deputy Commissioner does
not approve changes to cost-effectiveness discount rates at this time.
However, the Deputy Commissioner understands the significant issues raised as
part of stakeholders’ written comments. Therefore, the Deputy Commissioner
believes that there should be further examination and discussion of this issue in
the context of the upcoming electric [Integrated Resource Plan] filings - and as
part of the continued cost-effectiveness conversations with CIP stakeholders
through January 2020 - as there are good arguments both for and against using a
lower discount rate, including:
•
•

Making the change could be more consistent with Minnesota’s longer-term
policy objectives and regulatory time preference that maximizes the net
benefits to customers rather than utility shareholders.
Making the change could distort the valuation of energy efficiency as a utility
resource. If the goal of CIP is to treat energy efficiency as a resource, then the
same metrics should apply to long-term infrastructure investments and energy
efficiency. 3

To make an informed recommendation about potential changes to cost-effectiveness test discount
rates, Staff gathered additional information in four primary areas:
1. Determining what discount rate should be used in cost-effectiveness tests;
2. how discount rates are applied to the UCT’s analysis;
3. whether and how the utilities use the UCT to screen out non-cost-effective measures and
programs, and;
4. the impact of discount rates on the UCT’s net benefits and cost-effectiveness ratios.
The following section presents a summary of the key findings from Staff’s continued stakeholder
discussions related to cost-effectiveness discount rates.

Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 2021-2023 Cost-Effectiveness
Review. May 20, 2019. Docket Nos. G999/CIP-18-782, E999/CIP-18-783.
3

6

A. SUMMARY OF FEEDBACK FROM STAKEHOLDER MEETING PROCESS
1. Determining What Discount Rate Should Be Used in Cost-Effectiveness Tests
a. National Standard Practice Manual - Determining Discount Rates
According to the National Standard Practice Manual (NSPM), determining which discount rate is most
appropriate for energy efficiency cost-effectiveness testing can be boiled down to three key concepts: 4
1. The discount rate reflects a particular “time preference,” which is the relative importance of
short- versus long-term impacts. A higher discount rate gives more weight to short-term
impacts, while a lower discount rate gives more weight to long-term impacts.
2. The choice of discount rate is a policy decision that should be informed by the jurisdiction’s
applicable policies – and thus should reflect the regulatory perspective.
3. The choice of discount rate should reflect the fundamental objective of efficiency costeffectiveness analysis: to identify resources that will best serve customers over the long term,
while also achieving applicable policy goals.
b. Synapse’s Recommendations Regarding Minnesota’s Cost-Effectiveness Test Discount Rates
In 2018, the Department commissioned a study from Synapse Energy Economics (Synapse) to determine
how the key elements of the NSPM could be applied to Minnesota’s energy efficiency cost-effectiveness
analyses. Regarding cost-effectiveness discount rates, Synapse concluded:
[Synapse] recommend[s] that the societal discount rate currently used in Minnesota for some
cost-effectiveness tests be used for all tests . . . . This one discount rate is appropriate for all tests
because it is consistent with the policies in Minnesota that require consideration of societal
impacts. Further, these policies generally place relatively high priority on long-term impacts.
This approach is consistent with the recommendations of the NSPM. It also offers the advantage
of allowing for more direct comparison of results across the different tests. 5
[Synapse] recommend[s] that the utility [weighted average cost of capital] not be used as the
discount rate for any of the cost-effectiveness tests in Minnesota. The utility [weighted average
cost of capital] represents the time preference of utility investors. However, this is different
from the time preference of customers and the time preference of regulators. The goal of the
cost-effectiveness analysis is not to maximize investor value. The goal of the analysis is to
maximize the net benefits to customers. The discount rate must be consistent with this goal in
order to achieve it. 6

4

Page 72 of the National Standard Practice Manual. <https://nationalefficiencyscreening.org/wpcontent/uploads/2017/05/NSPM_May-2017_final.pdf>.
5
Page 72 of Updating Minnesota’s Energy Efficiency Cost-Effectiveness Framework. < http://mn.gov/commercestat/pdfs/card-synapse-cost-effectiveness.pdf>.
6
Page 81 of Updating Minnesota’s Energy Efficiency Cost-Effectiveness Framework. < http://mn.gov/commercestat/pdfs/card-synapse-cost-effectiveness.pdf>.
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c. CIP Stakeholder Arguments for Using the SDR
Some Minnesota stakeholders contended that applying the SDR to the UCT is most consistent with
Minnesota’s statewide policy objectives and regulatory time preference, and would not distort the
valuation of energy efficiency as a resource within CIP.
Stakeholders seemed to be in consensus that the SDR is the appropriate discount rate to use in the
Societal Cost Test (SCT) for both gas and electric utilities.
d. CIP Stakeholder Arguments for Using the Weighted Average Cost of Capital (WACC) in the UCT
During the September 10, 2019 CIP cost-effectiveness stakeholder meeting, CenterPoint was not
inherently opposed to changing the UCT’s discount rate or definition, but raised the following concerns
about using the SDR in the UCT:
•

Revenue requirements are the basis for determining and setting customer rates, and the WACC
is the discount rate used to evaluate the future value of costs and benefits for ratemaking.

•

“Long-term Policy Objectives” inherently redefines the UCT. If the UCT is about the utility system
there is an already defined discount rate determined by existing regulatory time preferences for
the natural gas utility system.

•

There is potentially an argument for redefinition to focus on societal benefits of the utility
system, but this would not be the utility system in any traditional regulatory sense. A concrete
UCT definition has not been proposed nor an explanation of how this redefinition should (or
should not) change other aspects of the UCT.

See the full CIP cost-effectiveness stakeholder meeting notes in Appendix A and Appendix B for more
information about the discussions around determining what discount rate should be used in costeffectiveness tests.
2. Application of Discount Rates in the Utility Cost Test
Between October 2 and November 1, 2019, Staff sent Information Requests to all the investor-owned
utilities (IOUs) to better understand how the utilities currently apply discount rates to the UCT’s analysis.
Between October 14 and November 12, 2019, the IOUs responded to Staff’s Information Requests,
summarized as follows.
a. Department’s Information Request to Xcel (10/02/2019) and Xcel’s Response (10/16/2019)
During the CIP cost-effectiveness stakeholder meeting held on September 9, 2019, Xcel briefly described
how they apply discount rates to the UCT’s electric cost-effectiveness analysis.
Following the meeting, Staff sent an Information Request on October 02, 2019, asking Xcel to describe
how their proposed application of discount rates to the UCT is justified over its historical method of
applying discount rates. The two methods are described as follows:
Xcel’s Proposed UCT Method: Apply the WACC to derive levelized capital asset costs. Then,
apply the 3.02% SDR to the nominal stream of costs to produce the net-present value used in
the UCT’s analysis.
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Xcel’s Historical UCT Method: Apply the WACC to derive levelized costs. Then, apply the WACC
to the nominal stream of costs to produce the net-present value used in the UCT’s analysis.
On October 16, 2019, Xcel replied to Staff’s Information Request regarding how the proposed UCT
method is justified over the historical method. Xcel argues that to accurately “value the stream of these
nominal customer costs and long-term measure benefits, the [UCT] should use the [SDR]” because the
SDR better reflects the time value of customer costs and benefits and helps drive utility programs that
produce longer-term benefits to customers.
Xcel points out that the proposed UCT method, which applies the SDR to the nominal stream of costs, is
supported by Synapse’s 2018 report, “Updating the Energy Efficiency Cost-Effectiveness Framework in
Minnesota,” which states that the goal of cost-effectiveness testing is “not to maximize investor value;
instead the goal is to maximize the net benefits to customers.” Xcel believes that its approach is more
aligned with Minnesota’s policy goals to maximize benefits to customers. Xcel notes that the UCT “does
not actually measure the benefits to the utility; rather, it measures the net benefits to customers from
the utility function. . . . All costs and avoided costs are ultimately realized by customers, which should be
reflected in cost-effectiveness screening.”
Xcel argues that the UCT’s historical application of the WACC to the nominal stream of costs to produce
the net-present value means that it “does not accurately reflect the stream of costs from the customer
perspective and does not differentiate between the benefits of short-term and long-term measures.”
The historical method of applying the WACC significantly undervalues the future benefits of measures
and programs with longer lifetimes such as Xcel’s Building New Construction program.
b. Department’s Information Request to Xcel (11/01/2019) and Xcel’s Response (11/12/2019)
On November 1, 2019, Staff sent Xcel follow up questions related to Xcel’s proposed UCT method where
it applies the WACC to derive levelized capital asset costs and then applies the SDR to the nominal
stream of costs to produce the net-present value used in the UCT’s analysis. On November 12, 2019,
Xcel responded to Staff’s Information Request, summarized as follows:
•

Staff’s Request: What is Xcel’s rationale for using two different discount rates for one costeffectiveness test?
o Xcel’s Response: Since the funding sources for capital assets are different than those
associated with the nominal costs considered in the UCT, two different discount rates
are necessary. The discrete assets that would be procured in lieu of energy efficiency
are funded over a long lifetime and require that the levelized stream of income accounts
for the expected return of the parties financing the investment. Conversely, the value of
bill savings that result from the avoidance of infrastructure through energy efficiency in
any given year are largely considered by customers as part of their normal course of
business, not as part of a capital expenditure. Therefore, since the time value of money
is different, it is necessary to utilize two different discount rates.

•

Staff’s Request: Why does Xcel first levelize the capital asset costs?
o Xcel’s Response: In order to accurately assess the impact of DSM measures. The lifetime
of electric measures installed through DSM programs varies up to 20 years while the
capital assets that are avoided by electric DSM measures may have useful lifetimes
much longer than 20 years. This requires calculating the levelized costs of capital assets
9

each year that can be applied to the load impacts of the DSM measures over the lifetime
of those measures.
•

Staff’s Request: Why does Xcel not propose using the SDR for both steps of the process?
o Xcel’s Response: Xcel does not believe it is appropriate to utilize the [SDR] for both steps
of the process because the [SDR] does not accurately capture the funding of capital
assets. Capital assets are funded by the utility with funds for equity and bond issues,
which are represented by the [WACC]. It is not appropriate to assume that the cost of
capital for the funding of these capital assets is represented by the [SDR] as it would
underestimate the value of the avoided capital expenditure. However, [Xcel] does
believe the proposed UCT method of applying the [SDR] to the nominal stream of costs
more closely aligns with the goal of maximizing long-term benefits for customers. In the
report ‘Updating the Energy Efficiency Cost-Effectiveness Framework in Minnesota’
prepared by Synapse Energy Economics, Inc., the authors state the goal of costeffectiveness testing is ‘not to maximize investor value; instead the goal is to maximize
the net benefits to customers.’ Since the stream of costs avoided by DSM measures is
ultimately incurred by customers, the time valuation of that stream of costs should be
based on the customer perspective, which is best represented by a [SDR].

•

Staff’s Request: Please provide an example of this process using the nominal dollar revenue
requirements and discounted using a societal test (no levelization involved, just use the actual,
nominal dollar revenue requirements).
o Xcel’s Response: Xcel is unaware of a method for determining nominal dollar revenue
requirements for capital asset costs without levelization.
c. Department’s Information Requests Sent to All Non-Xcel IOUs (10/02/2019) and IOU
Responses (10/14/2019 – 10/25/2019)

On October 2, 2019, Staff requested that the other IOUs comment on Xcel’s method for applying
discount rates to calculate the UCT’s net benefits and cost-effectiveness ratios. Specifically, Staff
requested that the electric and gas IOUs comment on the following issues:
o
o
o

Overall, do the IOUs agree or disagree with Xcel’s UCT approach?
What issues do the IOUs see with Xcel UCT approach?
How does Xcel’s UCT approach align, or not align, with your own current UCT approach?
Table 2. Alignment Vs. Non-Alignment with Xcel’s UCT Method
Electric IOUs

Agree
Disagree
Neutral

Otter Tail
Use same UCT
method.

Minnesota Power
Use same UCT
method.

Great Plains

Not enough info
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Gas IOUs
MN Energy
Resources

CenterPoint

Does not Align
with Gas
BENCOST Model

Does not Align
with Gas
BENCOST Model

Table 2 summarizes the IOU’s responses regarding the alignment (or non-alignment) of Xcel’s UCT
approach compared with their own UCT methods.
On the electric side, Otter Tail and Minnesota Power agreed with Xcel’s proposed UCT method. They
noted that Xcel’s historical UCT method is consistent with their own approach in terms of applying the
WACC to levelize capital asset costs, and then applying the WACC to the nominal stream of costs to
calculate the net-present value used in the UCT’s analysis.
Xcel’s proposed UCT approach is not completely applicable to the gas IOU’s historical UCT method. The
gas IOUs do not first apply the WACC to levelize capital asset costs. As explained in CenterPoint’s
Information Request response, the WACC is instead applied as part of their rates design process,
meaning the gas utilities’ cost of capital is reflected through the nominal stream of avoided costs based
on their rates. The gas IOUs are also required to use the Department’s Gas Inputs to BENCOST model for
estimating CIP cost-effectiveness. In the BENCOST model, a specified discount rate is applied to the
nominal stream of costs to derive the net-present value for the cost-benefit analyses. CenterPoint also
pointed out that the BENCOST model’s UCT inputs “are based on existing utility rates. . . .”
Both CenterPoint and Minnesota Power emphasized the need to clearly define the purpose of any
altered version of the UCT, and to make it clear that it is for the purposes of evaluating CIP costeffectiveness – and not for modelling energy efficiency in Integrated Resource Plans (IRPs) or for
estimating the impact to revenue requirements.
See Appendix E for more information about the application of discount rates in the UCT.
3. Utility Cost Test Program and Measures Screening
On October 2, 2019, Staff sent Information Requests to all the IOUs to understand whether the utilities
have historically used the UCT to screen out non-cost-effective measures and/or programs from their
CIP portfolios.
Between October 14 and October 25, 2019, the IOUs responded to Staff’s Information Requests. Table 3
summarizes the IOU’s historical practices regarding whether or not they use the UCT to screen out
measures and programs.
Table 3. Summary of Responses - UCT for Screening-Out Non-Cost-effective Measures/Programs

Do Screen Out w/ UCT
Do Not Screen Out w/ UCT
Screen Using Multiple Tests

Xcel
X

Otter
Tail
X

Minnesota
Power

Great
Plains

MN Energy
Resources

CenterPoint

X

X

X

X

Only Otter Tail has used the UCT to screen out non-cost-effective measures and/or programs from its
CIP portfolio. Otter Tail also considers whether a measure and/or program provides a customer
satisfaction component.
In contrast, Xcel only uses the SCT to screen out non-cost-effective measures and programs. Xcel
pointed out that its measures and programs that pass the Societal test have never failed the UCT test,
but as Xcel tries to maintain its aggressive energy savings achievements while avoided costs continue to
fall, it is more likely that this situation could occur.
11

The other IOUs generally use a combination of the SCT while also looking across the other cost tests to
screen out non-cost-effective measures and programs. For example, Minnesota Power stated the
following in its Information Request Response:
Minnesota Power has historically used the UCT in addition to the primary
MN screening test, the SCT, to screen out non-cost-effective measures.
While measures that do not pass the UCT are not necessarily immediately
screened out, they are scrutinized in greater detail and the Company
often will choose not to move forward with the measure or will evaluate
if changes could be made to the measure that would allow the measure
to pass the UCT. . . . For the upcoming triennial, there will be more
instances where the Company screens out non-cost effective measures
based on UCT results due to the declining avoided costs and increasing
baselines eroding claimable savings per measure.
See Appendix C for more information about the IOU’s responses regarding their cost-effectiveness
screening practices.
4. Discount Rate Impact on Utility Cost Test Results
On October 2, 2019, Staff sent Information Requests to all the IOUs for updated UCT net benefits and
cost-effectiveness ratios. Staff requested that the IOUs use 2017 and 2018 CIP performance data and
2019 CIP plan data (assuming expenditures, energy and demand savings achievements are the same)
and assume that the avoided costs were identical to the levels approved in the May 20, 2019 Deputy
Commissioner’s Decisions. 7 Using these assumptions, Staff requested that the IOUs estimate their 20172019 portfolio-level UCT net benefits and cost-effectiveness ratios by applying the following two
discount rates scenarios:
1. Using the utility WACC.
2. Using the 3.02 percent SDR.
Between October 14 and October 25, 2019, the IOUs responded to Staff’s Information Requests. Tables
4 and 5 along with Figures 1, 2, 3, and 4 summarize the data from the utilities’ responses.
In the summary tables and figures, Staff decided not to include the UCT net benefits and costeffectiveness ratios that were derived using 2019 CIP plan data because they did not represent an
“apples to apples” comparison with the results that were estimated using actual CIP performance data
for 2017 and 2018.
For comparative purposes, Staff added a “Baseline” scenario to the tables and figures, which includes
the IOUs’ actual portfolio-level UCT net benefits and cost-effectiveness ratios as reported in their 2017
and 2018 CIP Status Reports. The Baseline scenario uses the previously approved 2017-2019 CIP
Triennial avoided costs.

Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 2021-2023 Cost-Effectiveness
Review. May 20, 2019. Docket Nos. G999/CIP-18-782, E999/CIP-18-783.
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Comparing the “Baseline” scenarios with the “WACC” scenarios illustrates the impact of the decrease in
the avoided costs values between the 2017-2019 CIP Triennials and the avoided costs values that were
previously approved in the Deputy Commissioner’s May 20, 2019 Decision for 2021-2023 CIP Triennials. 8
Comparing the “Baseline” scenarios to the “SDR” scenarios shows the impact that using the 3.02 percent
SDR in the UCT (rather than the average 7 percent utility WACC) has on net benefits and portfolio-level
cost-effectiveness. Using the SDR in the UCT would approximately increase the test’s 2021-2023 costeffectiveness ratios and net benefits to levels that are closer to the current 2017-2018 values. See the
utilities’ Information Request responses filed in docket numbers 18-782 and 18-783 for more
information about their UCT results.

Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 2021-2023 Cost-Effectiveness
Review. May 20, 2019. Docket Nos. G999/CIP-18-782, E999/CIP-18-783.
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Table 4. Electric Utility UCT Net Benefits and Ratio Summary

WACC - Ratios
SDR - Ratios
Baseline - Ratios
WACC - Net Benefits
SDR - Net Benefits
Baseline - Net Benefits

Otter Tail (OTP)
3.89
5.08
4.53
$18,550,144
$26,245,049
$23,626,518

2017
MN Power (MP)
3.07
4.19
3.84
$16,140,078
$24,872,611
$22,184,003

Xcel Energy (Xcel)
2.37
2.93
3.37
$141,555,141
$199,410,101
$224,008,869

Otter Tail (OTP)
4.21
5.56
4.89
$28,951,411
$41,133,772
$35,041,670

2018
MN Power (MP)
2.93
4.03
3.61
$17,177,210
$26,912,198
$23,167,277

Xcel Energy (Xcel)
2.57
3.23
3.46
$163,673,867
$232,877,839
$240,468,488

Figure 2. Electric Utility UCT Net Benefit Comparisons

Figure 1. Electric Utility UCT Cost-Effectiveness Ratio
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Table 5. Gas Utility UCT Net Benefits and Ratio Summary 9

WACC - Ratios
SDR- Ratios
Baseline - Ratios
WACC - Net Benefits
SDR - Net Benefits
Baseline - Net Benefits

CenterPoint
(CPE)
5.24
6.47
6.15
$131,893,947
$170,423,739
$160,452,310

Xcel Energy
(Xcel)
2.54
3.07
3.07
$21,180,669
$28,508,340
$29,231,281

2017

MN Energy
Resources (MERC)
1.91
2.40
2.58
$9,573,797
$14,694,836
$16,561,396

Figure 3. Gas Utility UCT Cost-Effectiveness Ratio Comparisons

Great Plains
(GP)
3.14
3.9
3.07
$227,111

CenterPoint
(CPE)
3.3
3.95
3.88
$75,427,925
$99,916,647
$94,309,789

2018
Xcel Energy
(Xcel)
2.79
3.76
3.37
$27,019,029
$41,776,083
$36,593,467

MN Energy
Resources (MERC)
2.00
2.42
2.71
$10,871,334
$16,036,888
$18,463,890

Figure 4. Gas Utility UCT Net Benefit Comparisons

Note: Great Plains’ October 14, 2019, Information Request response included one estimated UCT cost-effectiveness ratio, which is why there is only one ratio
included for 2017 in Table 5 and Figure 3. Great Plains did not include estimated UCT net benefits for either 2017 or 2018, which is why they are not included in
Table 5 or Figure 4.
9
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B. COMMENTS BY INTERESTED PARTIES ON STAFF’S 12/18/2019 PROPOSED DECISION
The Deputy Commissioner carefully considers comments and reply comments submitted by interested parties concerning CIP matters. Below is a
summary of the January 9, 2020, written stakeholder comments pertaining to the cost-effectiveness discount rate recommendations found in
Staff’s Proposed Decision. See Appendix G for more details about the written stakeholder comments.
Table 6. Summary of Written Comments on CIP Cost-Effectiveness Discount Rates
Proposed Decision
Recommendations
- Require the SDR
to Be Used in the
SCT

CenterPoint
- Support
recommendation.

-Neutral support.
- Agree that should
limit the proposed
UCT change to CIP.
- Require the CIP
Utility Discount
Rate (= 5.77%) to
Be Used in the
UCT, and Adopt
the NSPM’s UCT
Definition for the
Purposes of CIP

- CIP Utility Discount
Rate Calculation
Correction: In
Attachment table Y,
CIP spending on
residential customers
should not include
spending from CPE’s
Low-Income
Multifamily Housing
Rebates program.

Great
Plains
-Neutral
support.

-Neutral
support.

MN Energy
Resources

Minnesota Power

Otter Tail

Xcel

CEE
- Support recommendation.

-

-

-

-

- Update the SDR with 2019
data so that it equals 2.40%
rather than 3.02%.
- Do not support
recommendation because
rate is too high and
undervalues energy
efficiency.

- Neutral
support.
- Agree that
should limit
the
proposed
UCT change
to CIP.

- Neutral support.
- Agree that
should limit the
proposed UCT
change to CIP.
- Should examine
discount rates
again as part of
2024-2026 costeffectiveness
process.
- CIP Utility
Discount Rate
Table Corrections:
Edits to
Attachment table
Y and Z column
titles.

16

- Neutral
support.
- Should
examine
discount rates
again as part
of the 20242026 costeffectiveness
process.

- Do not support
recommendation
from a CIP policy
perspective
because it
undervalues
energy efficiency.
- Prefer that the
SDR be used for
all tests.
- CIP Utility
Discount Rate
Calculation:
Should use utilityspecific WACCs
for the discount
rate’s calculation.

- Prefer using the SDR with
Xcel’s discount rate
application method.
- CIP Utility Discount Rate
Calculation: C/I customer
class should not have a
discount rate equal to the
utility’s WACC.
- If Department decides to
use CIP Utility Discount Rate,
then limit it to 2021-2023 CIP
Triennials.

C. DEPUTY COMMISSIONER’S FINDINGS AND DETERMINATIONS
This section presents the Deputy Commissioner’s findings and determinations based on a review of
Staff’s analysis and the stakeholder comments submitted as part of this proceeding.
Electric IOUs – Findings Regarding the Discount Rate Application in the Utility Cost Test
The Deputy Commissioner finds that all three of the electric IOUs use the same general UCT
methodology as it relates to when and how discount rates are applied in determining CIP costeffectiveness and net benefits. The Deputy Commissioner finds that this overall methodology approach
is reasonable for the electric utilities to use for the 2021-2023 Triennials.
Currently, the electric IOUs first apply the WACC to levelize capital asset costs and produce a nominal
cost stream for the value of avoided costs (e.g. avoided generation capacity and transmission and
distribution capacity). The electric utilities levelize the capital asset costs because the lifetimes of the
DSM measures (which can range from 1 – 20 years) do not match up with the lifetimes of the generation
(40+ years) and transmission and distribution assets (10 – 50 years). Then, the electric IOUs apply the
WACC again to produce the net-present value used in the UCT’s analysis. A majority of CIP stakeholders
who have been involved in the 2021-2023 cost-effectiveness process appear to be in agreement that a
lower discount rate than the WACC should be applied at this second step in the UCT’s analysis.
Gas IOUs – Findings Regarding Discount Rate Application in the Utility Cost Test
The Deputy Commissioner finds that there also appears to be consistency between the gas IOUs
regarding when and how discount rates are applied in the UCT. The Deputy Commissioner believes that
this overall approach is reasonable for the gas utilities to use for the 2021-2023 Triennials.
As quoted directly below from CenterPoint’s October 14, 2019 Information Request response, the WACC
is applied as part of the rates design process for the gas IOUs, meaning the gas utilities’ cost of capital is
reflected through the nominal stream of avoided costs based on their rates:
In the [Gas BENCOST] model, the benefits of CIP (for the UCT) are
characterized by avoided gas commodity costs, peak demand, and
variable operation and maintenance costs. These inputs to the BENCOST
model are based on existing utility rates designed to recover costs for
both the utility’s commodity purchases and gas delivery services, which
includes infrastructure investment costs. . . . Because the utility’s cost of
capital is included in its rates, a nominal stream of avoided costs based
on those rates would necessarily reflect that cost of capital. That stream
of avoided costs can then be discounted using whatever discount rate
best represents the perspective of interest. . . .
The Department can then specify which discount rate should be applied to the stream of avoided costs
through the Gas Inputs to BENCOST’s model’s (BENCOST) UCT analysis. The natural gas IOUs are
required to use the Department’s standardized BENCOST model to determine cost-effectiveness and net
benefits. The BENCOST specifies the discount rates that the gas IOUs are required to use for costeffectiveness testing. A majority of CIP stakeholders who have been involved in the 2021-2023 cost-
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effectiveness process appear to be in agreement that a lower discount rate than the WACC should be
applied in the BENCOST’s UCT analysis.
Deputy Commissioner’s Determinations Regarding CIP Cost-Effectiveness Discount Rates
The Deputy Commissioner will formally require that the electric and gas IOUs use the SDR in the SCT.
There is consensus among both stakeholders and the Department that this is the appropriate discount
rate to use for the SCT.
In the written comments submitted on Staff’s December 18, 2019 Proposed Decision, CEE supported
requiring the SDR for the SCT, but also suggested updating the SDR with 2019 data so that it equals
roughly 2.40 percent rather than 3.02 percent. The Deputy Commissioner notes that based on Staff’s
analysis presented in Table 4 and Table 5, the IOUs’ CIP portfolios are currently all cost-effective using
the current SDR equal to 3.02 percent. Additionally, the Deputy Commissioner believes that it is
important to provide some certainty to the IOUs who are in the midst of preparing their 2021-2023 CIP
Triennial Plans, and so there is some consistency in the discount rate scenarios analyzed between the
CIP cost-effectiveness process and the ongoing Shared Savings DSM Financial Incentive process.
Therefore, the Deputy Commissioner does not find it prudent to update the SDR at this point. The
Deputy Commissioner approves the SDR equal to 3.02 percent, as recommended by Staff.
The Deputy Commissioner also finds that most CIP stakeholders agree (or would not strongly oppose)
that a lower discount rate is justified for the UCT, and the options for a lower discount rate could
include:
•
•

Adopting the SDR in the UCT; OR by
Adopting a discount rate somewhere between the SDR and the WACC in the UCT.

However, the Deputy Commissioner is not prepared to recommend that the UCT be completely
reconfigured by requiring that the SDR be applied to the UCT instead of the WACC. Although many CIP
stakeholders at the Department’s meetings supported this change, the Deputy Commissioner agrees
with Staff that one consideration that was not fully addressed in the stakeholder discussions is the
impact that the proposed change in discount rates could have on the evaluation of IRPs, a process
governed by the Minnesota Public Utilities Commission (Commission).
The Deputy Commissioner is concerned about a potential disconnect that such a change in discount
rates could create between IRPs and CIP. All of the electric utilities required to submit IRPs under
Minnesota Rules Chapter 7843 compare the cost-effectiveness of different resources using each utility’s
individual WACC. Thus, the resources would not be compared in a consistent manner if the Department
adopts the SDR for use in the UCT for CIP.
Comparing the cost-effectiveness of different resources in a consistent manner is also a key principal of
the NSPM. For example, the first universal principle listed in Table ES-1 of the NSPM is:
[Energy efficiency] is one of many resources that can be deployed to meet
customers’ needs, and therefore should be compared with other energy
resources (both supply-side and demand-side) in a consistent and
comprehensive manner.
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Additionally, page xiii of the NSPM includes section “ES.4 Applicability to Other Types of Resources,”
which states as follows:
While this NSPM focuses on the assessment of EE resources, the core
concepts can be applied to other types of resources as well. The costeffectiveness principles described in Chapter 1, and the Resource Value
Framework described in Chapter 2, can be used to assess the costeffectiveness of supply-side resources or distributed energy resources
(DERs)—including EE, demand response, distributed generation,
distributed storage, electric vehicles, and strategic electrification
technologies.
With regard to supply-side resources, the cost-effectiveness principles
can be used in the context of integrated resource planning or when
conducting any sort of economic analyses of specific generation,
transmission, or distribution infrastructure investments. The Resource
Value Framework can be used to identify the primary test for assessing
these supply-side investments, or to identify the criteria that would be
used to select the preferred resource plan in the context of an IRP. This
approach would not only ensure sound practices for analyzing supplyside resources, it would also ensure that EE resources are analyzed
comparably and consistently with supply-side resources.
The Department is not prepared at this time to recommend that the Commission begin using the SDR in
the evaluation of IRPs. Further, Otter Tail, Minnesota Power and Xcel also have not recommended this
significant change in the IRP evaluation process.
In the December 18, 2019 Proposed Decision, Staff recommended that the Deputy Commissioner
instead require the IOUs to apply a weighted “CIP Utility Discount Rate” equal to 5.77 percent in the UCT
for the purposes of CIP cost-effectiveness testing. The CIP Utility Discount Rate is based on the theory
that CIP investments are funded by both the utility and the ratepayers that participate in CIP. Utilities
invest money in CIP programs and customer participants pay incremental costs. The future benefits of
energy savings come from the avoided costs resulting from the customer and utility investments. The
methodology steps that Staff used to calculate the 5.77 percent discount rate are outlined in the
Proposed Decision.
In the January 9, 2020 written comments submitted on Staff’s Proposed Decision, several stakeholders
suggested proposed changes related to the calculation of the CIP Utility Discount Rate, including:
•

CEE Comments: The discount rates staff selected for the three entities — the utility, commercial
and industrial customers, and residential customers — may be ill-matched. For instance, CEE
knows of no reason that the commercial and industrial customer class, which includes a broad
range of organizations and entities, would have a discount rate equal to that of the utility WACC.
o Deputy Commissioner’s Response: The WACC is applied to commercial/industrial
customers because that is consistent with the Department’s existing cost-effectiveness
guidance found in the CIP Inputs to BENCOST for Natural Gas Utilities, “Input 11 –
Participant Discount Rate,” which specifies the following:
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The Participant Discount Rate for residential customers is equal to the Societal Discount
Rate of 3.02 percent, as discussed in Input No. 13. Such a discount rate would reflect a
residential customer’s likely opportunity costs (i.e., the return on investment that a
residential customer would likely give up in order to invest in CIP).
The Participant Discount Rate for commercial and industrial customers is equal to the
utility’s after-tax weighted cost of capital as approved in the utility’s most recent rate
case. Although this discount rate may be lower than the actual discount rate for a
particular commercial/industrial customer, it represents an attempt to reflect in a
simple manner a reasonable estimate of a business customer’s opportunity costs.
•

CenterPoint Comments: CenterPoint has one correction to data shown in the Attachment Y CIP
Utility Discount Rate calculation table. CIP spending on residential customers appears to be
based on summing the CenterPoint’s spending in the residential and low-income customer
segments. However, CenterPoint’s low-income segment includes the Low-Income Multifamily
Housing Rebates program that provides rebates for commercial multifamily properties. This
program’s spending was $126,115 and $60,979 for 2017 and 2018, respectively. To correct this
error, these spending amounts should be moved from residential customers to commercial
customers in the Attachment Table Y.
o Deputy Commissioner’s Response: Per CenterPoint’s request, Attachment Table Y has
been updated in Appendix F of this Decision.

•

Minnesota Power Comments: In the calculations of the CIP Utility Discount Rate, Minnesota
Power suggests the following corrections to the tables that detail the calculations:
 Attachment Y Calculation Tables: change the title of the last column from
“Utility $ as % of Total $” to “C&I $ as % of Total $”
 Attachment Z Calculation Tables: change input C from “% of Participants that
are C&I” to “C&I % of Spending”
 Attachment Z Calculation Tables: change input D from “% of Participants that
are Residential” to “Residential % of Spending”
o Deputy Commissioner’s Response: Per Minnesota Power’s request, the CIP Utility
Discount Rate calculation tables have been updated in Appendix F of this Decision.

•

Xcel Comments: Xcel requests that the WACC for each utility be used in the calculation of the CIP
Utility Discount Rate, rather than an assumed rate of 7 percent applied to all utilities. Each IOU
has an approved WACC through electric or gas rate cases. These WACC values are in a range
around 7 percent but may differ somewhat from that rate. As the discount rate has a significant
impact on portfolio cost-effectiveness and net benefits, use of the actual approved WACC for
each utility would provide a more accurate measure of the conditions at each utility.
o Deputy Commissioner’s Response: The Deputy Commissioner agrees with Xcel’s
recommendation to use the individual utility WACCs to calculate the CIP Utility Discount
Rate, as this would more accurately reflect the conditions at each utility. Per Xcel’s
request, I directed my Staff to estimate utility-specific versions of the CIP Utility
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Discount Rate using each utility’s most recently approved after-tax WACC. 10 The
following list provides the resulting individual CIP Utility Discount Rates:










Xcel Electric: 5.38 percent
Xcel Gas: 5.34 percent
CenterPoint: 5.39 percent
MN Energy Resources: 5.57 percent
Minnesota Power: 5.41 percent
Otter Tail: 5.61 percent
Greater MN Gas: 5.61 percent
Great Plains: 5.79 percent

To calculate the CIP Utility Discount Rates for each of the IOUs, my Staff relied on the following
methodology steps:
1) When the IOUs submit their annual CIP status reports, these filings usually include both utility
program admin costs (including rebates they pay to customers) plus estimates of the
incremental costs that the participants paid.
2) Staff aggregated all of the CIP cost data across the IOUs, and determined the estimated
percentage total CIP costs that are paid by customers (in the form of incremental participant
costs) 11 and the percentage of total CIP costs paid by the utilities. Staff’s analysis shows that
participating customers pay a weighted average of 67 percent of total costs and the utilities pay
a weighted average of 33 percent of total costs. See Attachment X tables in Appendix F for
more information.
3) Staff calculated that commercial and industrial (C&I) customers pay a weighted average of 54
percent of all incremental participant costs while residential customers pay a weighted average
of 46 percent of all incremental participant costs. In the CIP Inputs to BENCOST for Natural Gas
Utilities, “Input 11 – Participant Discount Rate” specifies that C&I customers be assigned a
participant discount rate equal to the utility’s WACC while residential customers are assigned a
discount rate equal to the SDR. See Attachment Y table in Appendix F for more information.
4) To calculate the participating component of the new discount rate represented by C&I
participating customers, Staff multiplied each individual IOU’s WACC percent times 54 percent
(C&I Percent of Spending) times 67 percent (Percent of Total CIP Costs that are Participants).
The result was a C&I customer participant component of 2.53 percent.
10

Most recently approved after-tax utility WACCs:
CenterPoint after-tax WACC = 6.45%
Greater MN Gas after-tax WACC = 6.76%
Great Plains after-tax WACC = 7.03%
MN Energy Resources after-tax WACC = 6.70%
Minnesota Power after-tax WACC = 6.47%
Otter Tail after-tax WACC = 6.77%
Xcel Electric after-tax WACC = 6.43%
Xcel Gas after-tax WACC = 6.38%
11 The gas utility BENCOST results for actual achievements that the utilities submit in their Status reports include
the information needed to calculate the estimate of incremental participant costs (Direct participant costs per
customer and number of customers), Xcel Electric directly stated its participant customer incremental costs, and
Otter Tail and Minnesota Power responded to Staff’s request for estimates of their customers’ 2017 and 2018
incremental participant costs.
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5) To calculate the participating component of the new discount rate represented by residential
participating customers, Staff multiplied the SDR of 3.02 percent times 46 percent (Residential
Percent of Spending) times 67 percent (Percent of Total CIP Costs that are Participants). The
result was a residential customer participant component of 0.93 percent. Since the societal
discount rate is the same for each utility, the residential customer participant component did
not vary among IOUs.
6) To calculate the utility component of the new discount rate, Staff multiplied the individual
utility’s WACC percent times 33 percent (Percent of Total CIP Costs Made Up by Utility
Costs). The results varied by IOU. See Attachment Z in Appendix F for results.
7) Finally, Staff added the participating customer and utility components for new CIP Utility
Discount Rates that ranged from 5.34 percent to 5.79%. See Attachment Z table in Appendix F
for more information.
In the January 9, 2020 written comments on Staff’s Proposed Decision, the Deputy Commissioner notes
that stakeholders were generally neutral about the recommendation to approve the CIP Utility Discount
Rate equal to 5.77 percent, and multiple stakeholders suggested that the Department should examine
discount rates again as part of the 2024-2026 CIP cost-effectiveness update process. Xcel and CEE did
not support Staff’s recommendation about the CIP Utility Discount Rate from a CIP policy perspective,
and because they feel that it still undervalues energy efficiency.
However, the Deputy Commissioner believes that the individual CIP Utility Discount Rates represent a
thoughtful compromise approach for the 2021-2023 CIP Triennials. The compromise approach
recognizes that both demand-side and supply-side resources are funded with investments made by the
utilities. CIP investments also include investment made by the participating customers, and these
customers pay an incremental dollar amount to obtain more efficient equipment and processes.
The Deputy Commissioner recognizes that this compromise will still result in the use of different
discount rates for the evaluation of resources, but the difference is based on the fact that CIP resources
include incremental participant costs. Thus, the proposed compromise version of the UCT is appropriate
for the purposes of evaluating CIP cost-effectiveness only – and not for modelling energy efficiency in
IRPs or for estimating the impact to revenue requirements.
The Deputy Commissioner also notes that there was not complete consensus among stakeholders that
using the SDR in the UCT was justified based on a common interpretation of Minnesota statutes relating
to energy efficiency, or that it appropriately aligned with the definition and purpose of the UCT test. The
Deputy Commissioner believes that applying the CIP Utility Discount Rates to the UCT is better justified
based on Minnesota’s regulatory time preference, and it is supported quantitatively using actual utility
CIP data of the share of CIP costs that are paid by customers and the costs paid by the utility.
Overall, the Deputy Commissioner finds that the CIP Utility Discount Rates represents a compromise
solution that takes into account the extensive amount of stakeholder feedback on discount rates and
reflects both the utility’s and customer’s perspectives. The Deputy Commissioner believes that these
discount rates – compared to the WACC – places more emphasis on the longevity of CIP resources. The
Deputy Commissioner also agrees with Xcel’s recommendation to use the individual utility WACCs to
calculate the CIP Utility Discount Rate, as this would more accurately reflect the conditions at each
utility. Therefore, the Deputy Commissioner will require the IOUs to apply the following utility-specific
CIP Utility Discount Rates in the UCT for the purposes of 2021-2023 CIP cost-effectiveness testing:
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o
o
o
o
o
o
o
o

Xcel Electric: 5.38 percent
Xcel Gas: 5.34 percent
CenterPoint: 5.39 percent
MN Energy Resources: 5.57 percent
Minnesota Power: 5.41 percent
Otter Tail: 5.61 percent
Greater MN Gas: 5.61 percent
Great Plains: 5.79 percent

The Deputy Commissioner directs Staff to examine discount rates again as part of the 2024-2026 costeffectiveness process in order to determine whether any changes to discount rates are appropriate for
that particular Triennial period.
The Deputy Commissioner approves the following mechanisms for implementing the CIP Utility Discount
Rates in the UCT for the IOU’s 2021-2023 CIP cost-effectiveness testing.
Deputy Commissioner’s Determinations - Discount Rate Mechanisms
What: 1) Require the gas and electric IOUs to apply the following utility-specific CIP Utility Discount
Rates in the UCT for the purposes of 2021-2023 CIP cost-effectiveness testing:

o
o
o
o
o
o
o
o

Xcel Electric: 5.38 percent
Xcel Gas: 5.34 percent
CenterPoint: 5.39 percent
MN Energy Resources: 5.57 percent
Minnesota Power: 5.41 percent
Otter Tail: 5.61 percent
Greater MN Gas: 5.61 percent
Great Plains: 5.79 percent

Who:

Electric and gas IOUs.

How:

1) The IOUs shall apply the CIP Utility Discount Rates to the UCT using the following approach:
Electric IOUs:
o First, apply the utility’s WACC to derive levelized capital asset costs and produce a
nominal cost stream for the value of avoided costs.
o Then, apply the utility-specific CIP Utility Discount Rate to the nominal stream of
costs to produce the net-present value used in the UCT’s analysis.
Gas IOUs:
o BENCOST Model Update: Apply the utility-specific CIP Utility Discount Rate to the
nominal stream of costs to produce the net-present value used for the cost-benefit
analyses. Accomplished by revising the BENCOST spreadsheet’s NPV formulas to use
the utility-specific CIP Utility Discount Rate.
o 2021-2023 Gas BENCOST Decision: See Appendix H of this Decision for the final
approved 2021-2023 Inputs to Gas BENCOST. Input 12’s language has been updated
to reflect the CIP Utility Discount Rates that are approved as part of this Decision.
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2) The Department will adopt the National Standard Practice Manual’s definition of the UCT for
the purposes of CIP only.
Historical Definition (California Standard Practice Manual) – “The Program Administrator
Cost Test [aka the UCT] measures the net costs of a demand-side management program as a
resource option based on the costs incurred by the program administrator (including
incentive costs) and excluding any net costs incurred by the participant.”
Updated Definition (National Standard Practice Manual) – “The purpose of the UCT is to
indicate whether the benefits of an EE resource will exceed its costs from the perspective of
only the utility system. The UCT includes all costs and benefits that affect the operation of
the utility system and the provision of electric and gas services to customers”
IV.

UPDATED 2021-2023 ELECTRIC AVOIDED COSTS

Order Point Summary from the Deputy Commissioner’s May 20, 2019 Decision: In the 2021-2023 Gas
and Electric CIP Cost-Effectiveness Decisions filed on May 20, 2019, in docket numbers 18-782 and 18783, the Deputy Commissioner provided the following direction regarding consideration of updated
avoided electric cost values:
Update avoided marginal energy and capacity electric costs only if the
Department finds the updates are reasonably justified and if the avoided
cost values have changed by more than 10% between the issuance of this
Decision and September 2019. 12
In an email on July 30, 2019, Minnesota Power confirmed that it did not have proposed modifications to
its 2021-2023 avoided marginal energy or capacity costs.
In an email on August 7, 2019, Otter Tail confirmed that it would not propose any changes to its 20212023 avoided electric costs.
On October 4, 2019, in docket number 18-783, Xcel submitted updated proposed 2021-2023 avoided
generation capacity and marginal energy cost values that it generated using updated data in September
2019. To calculate these updated avoided costs, Xcel utilized the assumptions from its filed 2019 IRP
(Docket No. E002/RP-19-368).
The following section includes a summary of Xcel’s updated 2021-2023 electric avoided costs.
A. SUMMARY OF FEEDBACK FROM STAKEHOLDER MEETING PROCESS
Table 7 compares the percent change between the avoided electric capacity and marginal energy cost
values that Xcel provided in January 2019 compared to the updated avoided costs that Xcel submitted
October 2019. The table shows that Xcel’s avoided capacity cost values increased an average of more
than 30 percent and its updated avoided marginal energy values decreased by more than 11 percent, on
average, when compared to the avoided cost values that Xcel submitted in January 2019.

Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 2021-2023 Cost-Effectiveness
Review. May 20, 2019. Docket Nos. G999/CIP-18-782, E999/CIP-18-783.
12
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Table 7 - Xcel’s Avoided Capacity and Marginal Energy Cost % Delta, October Vs. January 2019
Year
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038

Generation
Capacity

Marginal
Energy

30.72%
30.64%
30.62%
30.64%
30.72%
30.53%
30.71%
30.63%
30.61%
30.64%
30.44%
30.57%
30.48%
30.44%
30.46%
30.52%
30.64%
30.56%

-10.04%
-12.35%
-10.51%
-9.36%
-5.42%
-1.85%
-10.42%
-11.53%
-14.05%
-17.10%
-14.10%
-17.15%
-15.24%
-12.18%
-9.00%
N/A
N/A
N/A

Staff requested that Xcel outline the data sources and assumptions that it used to derive these updated
avoided costs, which are summarized as follows.
Xcel’s Avoided Cost Data Sources
Table 8 compares the electric avoided cost data sources that Xcel used to generate its January 2019
avoided costs and its October 2019 avoided costs. 13 Staff note that one change in Xcel’s assumptions is
that its January avoided capacity cost values used a “Generic Brownfield CT” assumption, whereas the
October avoided cost values use a “Generic CT” assumption from Xcel’s 2019 IRP filing.
Table 8 – Comparison of Xcel’s Electric Avoided Cost Data Sources
Avoided Cost & Component
Avoided Generation Capacity
Marginal Energy
Load Forecast
Gas Price Forecast
Generation Assets

January 14, 2019
Generic Brownfield CT
PLEXOS Model – Fall 2018
Summer 2018
Summer 2018
Summer 2018

13

October 4, 2019
July 1, 2019 IRP Generic CT
PLEXOS Model – Sept. 2019
Summer 2019
Summer 2019
July 1, 2019 IRP

Xcel Energy’s CIP Cost-Effectiveness Stakeholder Presentation. “Overview of Proposed Updated Marginal Energy
and Generation Capacity Costs.” November 14, 2019.
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Current and Planned Gen.

Current and Planned Gen.
2017 Avoided T&D Study

Expansion Plan
2017 Avoided T&D Study

Xcel’s Updated Avoided Capacity Costs
Table 9 below provides a side-by-side comparison of the January capacity cost assumptions and the
updated assumptions included in Xcel’s October 4, 2019 filing. 14 During the November 14, 2019, CIP
cost-effectiveness stakeholder meeting, Staff asked Xcel why a gas demand cost was included in its
October filing but not earlier in its January filing. Xcel explained that it was likely because of the siting of
the CT (i.e. the siting of a brownfield CT would already have gas service while a generic CT would require
gas service).
Table 9 – Xcel’s Capacity Cost Assumption Comparisons
Assumption
Capital Cost
O&M Cost
Gas Demand cost
Annual Escalation
Summer Generation Capacity of MW
Reserve Margin Adjustment

January

Updated (October)

$44.24/kW-yr
$1.30/kW-yr
$0.00/kW-yr
2.00%
330.85 MW
0%

$46.01/kW-yr
$3.86/kW-yr
$6.68/kW-yr
2.00%
330.85 MW
3.45%

Xcel explains that the main factors accounting for a higher avoided generation capacity cost in October
include:
•
•
•
•

the inclusion of a significant Gas Demand cost of $6.68/kW-yr;
an increased O&M cost assumption (additional $2.56/kW-yr);
the inclusion of a Reserve Margin Adjustment (3.45%) applicable to all costs; and,
a slightly higher Capital cost assumption ($1.77/kW-yr).

Xcel also states that it used an identical methodology for determining the avoided generation capacity
costs included in its January and October filings.
Xcel’s Updated Avoided Marginal Energy Costs
On October 31, 2019, as part of Xcel’s Information Request Response, Xcel states that the main factor
accounting for the reduction in marginal energy costs between its January to October filings is a
decrease in the natural gas price forecast.
Table 10 shows the forecast annual natural gas prices for January compared to the updated September
forecast that Xcel utilized to generate its updated avoided marginal energy costs. As Xcel notes, “This
reduction in the forecasted price of natural gas averages 10.5 percent over a 12- year period from 20212032, which corresponds closely to the average 11 percent decline in avoided marginal energy costs
over the 2021-2035 period.” 15

14
15

Xcel Energy’s Information Request Response No 11. Docket No. 18-783. October 31, 2019.
Xcel Energy’s Information Request Response No. 11. Docket No. 18-783. October 31, 2019.
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Table 10 - Forecast Natural Gas Prices ($/Dth)
Year
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032

January 2019 September 2019
$2.62
$2.55
$2.75
$2.58
$2.94
$2.52
$3.25
$2.68
$3.38
$2.87
$3.47
$3.07
$3.61
$3.23
$3.75
$3.39
$3.90
$3.53
$4.07
$3.67
$4.25
$3.84
$4.42
$3.99

% Change
-2.4%
-6.4%
-14.5%
-17.3%
-15.3%
-11.5%
-10.5%
-9.7%
-9.4%
-9.8%
-9.5%
-9.6%

Xcel also states that it used an identical methodology for determining the avoided marginal energy costs
that were included in its January and October filings. For the updated forecasted price of natural gas,
Xcel used data from the Four-Source Forecast at Ventura Pooling Point.
See Appendix B and Appendix D for more information about Xcel’s updated electric avoided costs.
B. COMMENTS BY INTERESTED PARTIES ON STAFF’S 12/18/2019 PROPOSED DECISION
The Deputy Commissioner carefully considers comments and reply comments submitted by interested
parties concerning CIP matters. By the end of the January 9, 2020 written comment period on Staff’s
Proposed Decision, no issues or concerns were raised about Xcel’s updated 2021-2023 electric avoided
costs. See Appendix G for more details about the written stakeholder comments.
C. DEPUTY COMMISSIONER’S FINDINGS AND DETERMINATIONS
Deputy Commissioner’s Findings
The Deputy Commissioner notes that Xcel’s updated 2021-2023 avoided capacity cost estimates are now
closer in value to Otter Tail’s and Minnesota Power’s approved 2021-2023 avoided capacity cost values.
The three electric IOUs use similar methods of estimating avoided capacity costs, relying primarily on
the CT cost assumptions from their recent IRPs for long-term assumptions, and existing purchases and
forecasts of market capacity prices for the short term.
The Deputy Commissioner finds that Xcel’s updated 2021-2023 avoided marginal energy costs are
reasonable compared to other public data sources, such as the daily average locational marginal prices
at the Minnesota Hub from MISO. The Deputy Commissioner notes that there is consistency in the
direction and magnitude of the change in Xcel’s avoided marginal energy costs relative to the change in
the updated forecasted price of natural gas that Xcel used. The Deputy Commissioner also finds that the
updated gas forecast prices listed in Table 10 generally align with other publicly available gas pricing
data and with Xcel’s initial IRP filing.
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Deputy Commissioner’s Determinations
The Deputy Commissioner approves Xcel’s updated 2021-2023 avoided marginal energy and capacity
costs. Xcel has shown that it has applied an identical methodology for estimating the avoided marginal
energy and capacity costs that were included in its January and October filings, Xcel has demonstrated
that the updated assumptions used to generate its avoided costs are reasonable, and the Deputy
Commissioner agrees that there is value in utilizing the latest data and ensuring consistency with the
assumptions utilized in the Xcel’s filed 2019 IRP.
V.

TRANSPARENCY OF ELECTRIC AVOIDED COSTS

Order Point Summary from the Deputy Commissioner’s May 20, 2019 Decision: In the 2021-2023 Gas
and Electric CIP Cost-Effectiveness Decisions filed on May 20, 2019, in docket numbers 18-782 and 18783, the Deputy Commissioner ordered Staff to continue exploring ways to improve the transparency of
electric avoided capacity costs and electric avoided marginal energy costs. 16
The following section presents the key findings from the continued stakeholder discussions regarding
the transparency of electric avoided costs.
A. SUMMARY OF FEEDBACK FROM STAKEHOLDER MEETING PROCESS
November 14, 2019 Stakeholder Meeting Discussions
During the November 14 CIP cost-effectiveness stakeholder meeting, stakeholders discussed general
concerns about the transparency of electric avoided costs, specifically the transparency of the data
inputs and sources, transparency of the methodologies and software, and transparency of the resulting
avoided cost values. The following are takeaways from the meeting discussion:
•
•
•
•
•

It would be helpful if the utilities’ avoided costs were more transparent. Most of the
values are currently treated as Trade Secret.
It would be helpful to determine the level of transparency that stakeholders are looking
for.
It would be useful to look at public data sources for deriving avoided costs, and how this
public data compares with the utilities’ avoided cost results.
Should examine the statutory criteria for Trade Secret data, and whether or not the
electric avoided cost data meet these criteria.
Transparency issues would be good to continue exploring leading up to the 2024-2026
Triennials.

See Appendix B for more details about the meeting discussion.

Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 2021-2023 Cost-Effectiveness
Review. May 20, 2019. Docket Nos. G999/CIP-18-782, E999/CIP-18-783.
16
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B. COMMENTS BY INTERESTED PARTIES ON STAFF’S 12/18/2019 PROPOSED DECISION
The Deputy Commissioner carefully considers comments and reply comments submitted by interested parties concerning CIP matters. Below is a
summary of the January 9, 2020, written stakeholder comments pertaining to Staff’s Proposed Decision recommendations on the transparency
of electric avoided costs. See Appendix G for more details about the written stakeholder comments.
Table 11. Summary of Written Comments on Transparency of Electric Avoided Costs
Proposed Decision
Recommendation
- Examine Improvements
to the Transparency of
Electric Avoided Costs As
a Priority CostEffectiveness Issue to
Explore Leading Up to
the 2024-2026 CIP
Triennials

CenterPoint

Great
Plains

MN Energy
Resources

-

-

-

Minnesota
Power
- State and
federal law allows
for the trade
secret
designation of
avoided capacity
costs.

Otter Tail

Xcel

-

-

CEE
- Look forward to
examining
transparency issues.

Written comments on the Proposed Decision suggest that stakeholders are open to exploring transparency of electric avoided costs in more
depth as part of the 2024-2026 CIP Triennial cost-effectiveness process. Minnesota Power also noted that State and Federal law allows for the
Trade Secret designation of avoided costs.
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C. DEPUTY COMMISSIONER’S FINDINGS AND DETERMINATIONS
The Deputy Commissioner does not have specific recommendations for how to improve the
transparency of the 2021-2023 electric avoided costs. The stakeholder discussions were helpful in terms
of gaining a better understanding of the methodologies and assumptions used to derive electric avoided
costs. However, a significant amount of the electric avoided cost data remains non-transparent because
the utilities treat it as Trade Secret. The complexity of this issue combined with the need to reach a
decision about the core 2021-2023 cost-effectiveness assumptions has led the Deputy Commissioner to
determine that this be a longer-term issue warranting further examination.
The Deputy Commissioner determines that improvements to the transparency of electric avoided costs
be included as one of the priority cost-effectiveness issues to explore leading up to the 2024-2026 CIP
Triennials. Specifically, the Deputy Commissioner directs Staff to initiate a longer-term process on a set
of cost-effectiveness issues as described in Section VI of this Decision, which would include transparency
of electric avoided costs.
VI.

LONG-TERM COST-EFFECTIVENESS ISSUES TO EXPLORE

Order Point Summary from the Deputy Commissioner’s May 20, 2019 Decision: In the 2021-2023 Gas
and Electric CIP Cost-Effectiveness Decisions filed on May 20, 2019, in docket numbers 18-782 and 18783, the Deputy Commissioner ordered Staff to gather recommendations from stakeholders regarding
additional long-term cost-effectiveness issues to explore as part of the 2024-2026 CIP Triennials. 17
A. SUMMARY OF FEEDBACK FROM STAKEHOLDER MEETING PROCESS
2018 Synapse Cost-Effectiveness Study
In 2018, the Department commissioned a study from Synapse Energy Economics (Synapse) to determine
how the key elements of the National Standard Practice Manual (NSPM) could be applied to
Minnesota’s energy efficiency cost-effectiveness analyses. Synapse reached the following conclusions
about Minnesota’s current cost-effectiveness practices: 18
In general, current Minnesota cost-effectiveness practices are quite good
– especially relative to other states. They generally account for key
Minnesota policy goals; they are generally comprehensive, in terms of
impacts included; and some inputs (e.g., environmental costs) are well
established. However, some elements could use improvement: Some
utility impacts are missing; some societal impacts are missing; participant
impacts are treated inconsistently; and discount rates warrant
reconsideration.

Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 2021-2023 Cost-Effectiveness
Review. May 20, 2019. Docket Nos. G999/CIP-18-782, E999/CIP-18-783.
18
Slide 18 of “Stakeholder Presentation - Updating the Energy Efficiency Cost-Effectiveness Framework in
Minnesota.” < https://www.synapse-energy.com/sites/default/files/MN-NSPM-Presentation-17-094.pdf>.
17
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November 14, 2019 CIP Cost-Effectiveness Stakeholder Meeting
During the November 14 CIP cost-effectiveness stakeholder meeting, the stakeholder group provided
feedback on the content presented in the “Deputy Commissioner’s Findings and Determinations”
section below. Overall, the group agreed that this represented a good initial scope of topics to explore
leading up to the 2024-2026 CIP Triennials and that the overall process seemed logical. See Appendix B
for more details about the meeting discussion.
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B. COMMENTS BY INTERESTED PARTIES ON STAFF’S 12/18/2019 PROPOSED DECISION
The Deputy Commissioner carefully considers comments and reply comments submitted by interested parties concerning CIP matters. Below is a
summary of the January 9, 2020, written stakeholder comments pertaining to Staff’s Proposed Decision recommendations about long-term costeffectiveness issues to explore leading up to the 2024-2026 CIP Triennials. See Appendix G for more details about the written stakeholder
comments.
Table 12. Summary of Written Comments on 2024-2026 Cost-Effectiveness Issues to Explore
Proposed Decision
Recommendation
- In Coordination with
a Cost-Effectiveness
Advisory Committee,
Explore the CostEffectiveness Issues
Outlined in Section VI
of this Decision

CenterPoint
- No issues raised
beyond existing
comments.

Great
Plains

-

MN Energy
Resources
- Look
forward to
participating.

Minnesota
Power
- Should examine
discount rates in
2024-2026 costeffectiveness
process.

Otter Tail
- Should
examine
discount
rates in 20242026 costeffectiveness
process.

Xcel

-

CEE
- Support formation
of Advisory
Committee and the
scope of 2024-2026
cost-effectiveness
issues to explore.

As shown in Table 12, there were no disagreements raised by stakeholders regarding the 2024-2026 cost-effectiveness process’ scope or timing.
A number of stakeholders suggested that cost-effectiveness discount rates should be examined again as part of the 2024-2026 cost-effectiveness
process.
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C. DEPUTY COMMISSIONER’S FINDINGS AND DETERMINATIONS
The Deputy Commissioner approves the following initial scope of cost-effectiveness issues that the
Department will explore in coordination with a Cost-Effectiveness Advisory Committee leading up to the
2024-2026 CIP Triennials.
What: Cost-effectiveness issues to explore leading up to the 2024-2026 CIP Triennials, and the general
process and timeline for the 2024-2026 cost-effectiveness review process.
Who:

Establish a Cost-Effectiveness Advisory Committee to help determine a final list of priority
issues, and to act as a forum to discuss potential cost-effectiveness methodology updates.

When: Quarterly advisory committee meetings from 2020-2022 with a Final Decision by January 2023:
2020 Meeting Schedule: Meeting #1 - September 2020, Meeting #2 - December 2020.
2021 Meeting Schedule: Meeting #3 - March 2021, Meeting #4 - June 2021, Meeting #5 September 2021, Meeting #6 - December 2021.
2022 Meeting Schedule: Meeting #7 - March 2022, Meeting #8 - June 2022, Meeting #9 September 2022, Meeting #10 - December 2022.
Cost-Effectiveness 2024-2026 Proposed Decisions: November 2022.
Cost-Effectiveness 2024-2026 Decisions: January 2023.
2024-2026 Triennials: June 1, 2023.
How:

1) Commerce reaches out to individuals to serve on the advisory committee, and individuals
can request to serve on the committee.
2) Advisory committee meets to determine final list of CIP cost-effectiveness issues to explore
for the 2024-2026 Triennials.
3) Advisory committee meets to discuss who, what, where why, when, and how to implement
agreed to methodology updates.
4) Commerce develops informal documents for committee feedback, and ultimately issues
formal Proposed and Final Decisions with the approved 2024-2026 cost-effectiveness
assumptions.
5) Initial list of ideas include:
A. Synapse’s Summary of Priority Recommendations 19
•
•
•

Establishing the “Minnesota Test.”
Decide whether to include participant impacts in primary test (e.g. NEBs).
Decide whether to include other fuel impacts in primary test.

19

Slide 62 of “Stakeholder Presentation - Updating the Energy Efficiency Cost-Effectiveness Framework in
Minnesota.” < https://www.synapse-energy.com/sites/default/files/MN-NSPM-Presentation-17-094.pdf>.
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•

Include missing elements of the Utility Cost test.

B. Additional Ideas from This Stakeholder Process
•
•

•
•
•
•

Examine discount rates used in the CIP cost-effectiveness tests.
Ways to improve transparency of avoided electric marginal energy and capacity
costs, including:
o Transparency of the data inputs and sources.
o Transparency of the methodologies and software.
o Transparency of the resulting avoided cost values.
Examine updates to the Gas BENCOST model spreadsheet.
Identify ways to improve the symmetry across the cost-effectiveness tests’ costs
and benefits.
Examine whether there is a modified version of the “Minnesota Test” that
stakeholders would find more agreeable than the version that Synapse proposed.
Advisory Committee and process ideas:
o It would be helpful if the Department presents objectives and priorities for
the advisory committee to react to.
o It would be good to have more diversity in terms of the organizations
represented on the advisory committee.
o Should discuss possible unintended consequences that any proposed
changes could have between CIP and other areas.

C. Core 2024-2026 Electric and Gas Cost-Effectiveness Review
•
•

Review of the electric utilities’ proposed 2024-2026 avoided electric costs.
Review and updates to the 2024-2026 gas BENCOST inputs.

Why:
1) Consistent with the Department’s Role in Regulating CIP:
• Ensuring that cost-effective energy savings are being procured systematically,
aggressively, and accurately.
• Establishing technical assumptions for quantifying the cost-effectiveness of utility
energy efficiency programs.
Subd. 1d.Technical assistance: (a) The commissioner shall evaluate
energy conservation improvement programs on the basis of costeffectiveness and the reliability of the technologies employed. The
commissioner shall, by order, establish, maintain, and update energysavings assumptions that must be used when filing energy conservation
improvement programs. . . .
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VII.

DEPUTY COMMISSIONER’S DECISION

The Deputy Commissioner appreciates the insights and time that stakeholders contributed to the effort
to examine and update the 2021-2023 cost-effectiveness methodologies and assumptions.
The Deputy Commissioner makes the following determinations regarding the IOUs’ 2021-2023 CIP
Triennial cost-effectiveness assumptions:
1. Natural Gas Utility BENCOST Inputs
a. The Deputy Commissioner approves the Inputs to BENCOST for Natural Gas IOU’s 20212023 CIP Triennium that is included in Appendix H of this Decision.
2. Cost-Effectiveness Test Discount Rates
a. The Deputy Commissioner requires the electric and gas IOUs to apply the SDR equal to
3.02 percent in the SCT.
b. The Deputy Commissioner requires the electric and gas IOUs to apply the following
utility-specific CIP Utility Discount Rates in the UCT:
Xcel Electric: 5.38 percent
Xcel Gas: 5.34 percent
CenterPoint: 5.39 percent
MN Energy Resources: 5.57 percent
Minnesota Power: 5.41 percent
Otter Tail: 5.61 percent
Greater MN Gas: 5.61 percent
Great Plains: 5.79 percent
i. The Deputy Commissioner emphasizes that this version of the UCT is
appropriate for the purposes of evaluating CIP cost-effectiveness only – and not
for modelling energy efficiency in IRPs or for estimating the impact to revenue
requirements.
c. The Department adopts the NSPM’s definition of the UCT for the purposes of CIP only,
as follows:
i. “The purpose of the UCT is to indicate whether the benefits of an EE resource
will exceed its costs from the perspective of only the utility system. The UCT
includes all costs and benefits that affect the operation of the utility system and
the provision of electric and gas services to customers”
d. The Deputy Commissioner directs Staff to examine discount rates again as part of the
2024-2026 cost-effectiveness process in order to determine whether any changes to
discount rates are appropriate for that particular Triennial period.
3. Updated 2021-2023 Electric Avoided Costs
a. The Deputy Commissioner approves Xcel’s updated 2021-2023 avoided marginal energy
and capacity costs.
b. Neither Minnesota Power nor Otter Tail proposed updates to their 2021-2023 electric
avoided costs. Therefore, the Deputy Commissioner determines that Minnesota Power’s
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and Otter Tail’s final approved 2021-2023 electric avoided costs reflect the values that
were previously approved in the May 20, 2019 Decision. 20
4. Transparency of Electric Avoided Costs
a. The Deputy Commissioner directs Staff to include improvements to the transparency of
electric avoided costs as one of the priority cost-effectiveness issues to explore leading
up to the 2024-2026 CIP Triennials.
5. Long-Term Cost-Effectiveness Issues to Explore Leading Up to the 2024-2026 CIP Triennials
a. The Deputy Commissioner directs Staff to implement the initial scope of costeffectiveness issues outlined in Section VI of this Decision that the Department will
explore in coordination with a Cost-Effectiveness Advisory Committee leading up to the
2024-2026 CIP Triennials.

BY ORDER OF THE DEPUTY COMMISSIONER

Joseph Sullivan
Deputy Commissioner,
Minnesota Department of Commerce,
Division of Energy Resources

Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 2021-2023 Cost-Effectiveness
Review. May 20, 2019. Docket Nos. G999/CIP-18-782, E999/CIP-18-783.
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VIII.

APPENDICES

APPENDIX A. 9/10/2019 COST-EFFECTIVENESS MEETING NOTES
1. Title slide
• Went around room for introductions.
2. Agenda
• Here’s today’s agenda. Timing somewhat fluid. Want to have enough time to discuss
cost-effectiveness discount rates as the primary focus of today’s meeting. Might not be
able to get to discussing improving transparency of avoided costs until the next meeting.
3. Where Things Stand Currently
• The gas and electric CIP cost effectiveness Decisions were posted on May 20 in dockets
18-782 and 18-783.
• Helpful comments about the methodologies during this Triennial period.
• Looked at issues including cost-test discount rates, transparency of avoided costs, and
general methodologies in quite a bit of depth. Didn’t completely come to a conclusion
about whether or not changes should be made for some of the issues.
• Other issues like overhauling the cost-tests according to some of the more significant
recommendations in Synapse’s cost-effectiveness CARD report were identified as
longer-term issues to potentially explore leading up to the 2024-2026 Triennials.
• To continue exploring some of the nearer-term issues related to the 2021-2023
Triennials, the Deputy Commissioner directed Staff to continue cost-effectiveness
discussions with stakeholders through January 2020, and will allow for consideration of
modifications to the gas and electric 2021-2023 cost-effectiveness assumptions where
justified.
4. Scope of Continued 2021-2023 Process
• In the May 20 Decisions, four issues that the Department committed to exploring
further as part of the 2021-2023 process:
i. Cost-effectiveness test discount rates.
ii. Updating avoided marginal energy and capacity electric costs only if the
Department finds the updates are reasonably justified and if the avoided cost
values have changed by more than 10% between the issuance of this Decision
and September 2019.
iii. Ways to improve the transparency of electric avoided capacity costs and electric
avoided marginal energy costs.
iv. Recommendations from stakeholders regarding additional long-term costeffectiveness issues to explore as part of the 2024-2026 CIP Triennials
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5. Timeline for Continued 2021-2023 Process
• October 2019, host second stakeholder meeting/call on remaining issues.
• November 2019, Updated Proposed Decisions issued for 2021-2023 gas and electric
cost-effectiveness assumptions.
i. Will highlight any new proposed changes to the 2021-2023 cost-effectiveness
values and methodologies for the Deputy Commissioner’s consideration and will
provide a summary of findings from the continued stakeholder discussions.
• Nov/Dec 2019, Formal written comment periods on Proposed Decisions.
• January 2020, Deputy Commissioner’s Decision issued with the final 2021-2023 gas and
electric cost-effectiveness assumptions.
• 2020-2022, Explore cost-effectiveness methodologies for 2024-2026 Triennials.
6. Panel Discussion – Cost-Effectiveness Discount Rates
• Goal: Discuss possible changes to cost-effectiveness test discount rates, with the goal of
addressing the following issues:
o Whether or not changes to discount rates would be more consistent with
Minnesota’s longer-term policy objectives and regulatory time preference.
o Whether or not changes to discount rates would distort the valuation of energy
efficiency as a resource.
7. Opening Panel Remarks – Cost-Effectiveness Discount Rates
• Topic: What are your primary considerations/concerns regarding this issue, and any
thoughts about the key takeaways raised in the CIP 2021-2023 cost-effectiveness docket?
•

Audrey Partridge, Center for Energy and Environment (CEE)
o At a tipping point for EE achievements. Going to be harder and harder to run costeffective CIP programs because of lowering avoided costs.
o Don’t want to put a thumb on the scale for cost-effectiveness changes. Want to
make sure that accurately accounting for benefits/costs.
o Want the inputs to support MN’s long-term policy issues. 216B.2401 has language
pointing to a long-term perspective in statute (e.g. EE as MN’s preferred resource) –
to customers, environment, economy, utility system.
o Cost-effectiveness key component of CIP and determines what measures and
programs utilities choose to implement.
o Utility Cost Test (UCT) plays critical role in cost-effectiveness right now for IOU CIP
incentive mechanism and what programs are included in utility portfolios.
o Right now, UTC uses the weighted average cost of capital (WACC), which averages
about 7%. CEE believes WACC discounts the value of energy efficiency – especially
long-term energy efficiency – too far (e.g. looking 10-20 years, decreases a lot of net
benefit value).
o CEE is concerned that EE measures will be excluded from utility portfolios going
forward because so heavily discounting value of EE – especially long-term measures
with longer term measure lifetimes. Then, if EE decreases, utilities will make up for
it with supply-side resources, which undermines MN’s policy goals.
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o
o

o
o

o

o

•

WACC reflects the utility company and shareholders - and not those who pay for the
utility system (i.e. customers/ratepayers). Does not reflect the long-term
perspective of regulators/policymakers in setting CIP goals and overseeing them.
Unlike supply-side resources, energy efficiency isn’t subject to the cost of capital
and does not have the same risk as supply-side. So, in addition to the policy reasons
for using a lower discount rate, there is a technical justification for why should not
be discounting EE as much as supply-side resources.
Urgent issue because things used to be much more cost-effective in the past.
Distributed generation didn’t play as much of a role in the past. Avoided costs are
going down significantly.
Synapse’s report provides good groundwork for looking at MN’s policy goals and
why we are doing CIP and how we should be applying that to cost-effectiveness. CEE
thinks that the Societal Discount Rate (SDR) most closely aligns with the longer-term
policy outlook of CIP (216B.241 says that need to consider the costs/benefits to the
utility, but doesn’t say how exactly. 216B.2401 is more relevant to the long-term
goals of EE and focused more on societal impacts (e.g. economic impacts, benefiting
customers, reducing emissions).
Need to also look at the non-intended consequences of making this type of change.
The utility analysis that’s done on the IRP side is fundamentally different to the
analysis that’s done on CIP cost-effectiveness is very different – so they don’t need
to be totally aligned.
Also, don’t need to worry about this change’s effect on the CIP incentive because
that discussion can take place as part of the separate docket for the incentive
mechanism.

Ethan Warner, CenterPoint Energy (CPE) – See slides 8 thru 10
o CPE’s comments are focused on the UCT. CPE in broad agreement with CEE on the
policy objects of CIP and cost-effectiveness testing. The disagreement is how going
about it with the focus on changing a discount rate.
o Synapse 2018 Report, from NSPM:
 Purpose of the UCT is to indicate whether the benefits of an energy efficient
resource will exceed its costs from the perspective of only the utility system.
 CPE agrees that this is the purpose of the UCT. Point of disagreement is
when you look at how this historically been interpreted in MN from a
regulatory perspective (e.g. BENCOST Model definition)
 Natural Gas BENCOST Model: “This test quantifies incremental decreases
and increases to revenue requirements as a direct result of the energy
efficiency project.”
o Revenue requirements are the basis for determining and setting customer rates.
Need to evaluate the alternative to EE on the same basis. The WACC is the discount
rate used to evaluate the future value of costs and benefits for ratemaking. Need to
use similar discount rates for EE.
o Discussion around “Long-term Policy Objectives” inherently redefines the UCT as it
has been used historically.
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If the UCT is about the utility system, there is an already defined discount
rate determined by existing regulatory time preferences for the natural gas
utility system.
Personal observation is that the conversation has overly focused on the outcomes of
changes to the discount rate.
 Potentially an argument for redefinition to focus on societal benefits of the
utility system, but this would not be the utility system in any traditional
regulatory sense.
 A concrete UCT definition has not been proposed nor an explanation of how
this redefinition should (or should not) change other aspects of the UCT.
 CPE would be open to discussion of a redefinition of the UCT that focuses on
the societal benefits of the utility system. Need to discuss how this
redefinition would affect cost-effectiveness testing. Not enough information
to support a theoretical redefinition (need to know what it looks like in
practice and how compares to what has been done historically).
The Company is not inherently opposed to a change in the UCT discount rate or
definition, but to-date we have not heard:
 Persuasive evidence or arguments that alternative discount rates represent
the cost and benefits to the natural gas utility system.
 A new holistic definition of the UCT that values the utility system from a
societal perspective.
In order to be assessed as a resource, EE must be evaluated the same as the
alternative investment option.
 Revenue requirements for setting customer rates based on infrastructure
investments use the WACC.
Changing the discount rate would represent a distortion of the apparent value of EE
as a resource. For example:
 Future benefits of avoided infrastructure costs do not flow to customers
based on the SDR because revenue requirements used to set customer rates
are calculated using the WACC.
 The benefits of EE in the form of avoided infrastructure costs would not be
realized through their rates.
 Thinking about the societal benefits of utility system, in theory you could
figure out how to introduce this perspective. But, haven’t seen that
approach described in the current proceeding yet.
Utility system perspective –A lower discount rate:
 Just changing the discount rate does not fundamentally change the UCT, but
need to ensure that the definition/perspective of the UCT aligns with the
discount rate used.


o

o

o

o

o

•

Jeremy Petersen, Xcel Energy
o Synapse cost-effectiveness report came out a year ago and provided a groundwork
for relooking at cost-effectiveness, which hasn’t been done since the BENCOST
model was introduced 15-years ago.
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o

o
o

o

o

•

CIP’s fundamental policy goal is to produce benefits for customers served by
utilities. Not a measure of the utility’s impact. All of the tests are a measure of the
customer impact:
 Participant test – impact of customers who participate in the program
 Ratepayer test – impact of customers who do not participate in the
program.
 Societal test – impact to all customers including the impacts from the other
tests.
 Utility test - somewhat of a misnomer, it’s not the benefit/costs to the
utility, it is the costs/benefit to customers from the utility’s function (serving
gas + electricity).
• UCT uses a project stream of nominal costs and avoided costs for
the lifetime of the measures.
• Within that there are levelized costs of utility assets. Generation
and T&D assets are levelized. Need levelized costs because the
lifetimes of the DSM measures do not match up with the lifetime of
the generation and T&D assets. You need to bring down the cost of
a 30-year generator, and apply that to a 5-year light bulb.
• To levelize the costs, you would use the WACC for generation and
T&D assets – but this still leads to a stream of nominal avoided
costs that are paid for by customers, and this is what the SDR should
be applied to net present value the costs to the present day.
The change to the SDR should also be reflected as part of the incentive mechanism
calculation. UCT used to determine net benefits that go into the incentive
mechanism.
If you keep using the WACC in the UCT, you could have measures that drop out of a
utility’s portfolio fail when you’re screening with the UCT, and Xcel expects that
there might be a lot of measures that fail the UCT in the 2021-2023 Plans because of
the lower avoided costs. But, they may pass if you use the SDR in the UCT instead.
Xcel does not believe switching to the SDR would distort energy efficiency as a
resource. For electric, have resource plans that include EE. IRPs measure what are
the best investments of a utility to provide service to a customer. For resource
plans think that WACC should continue to be used on the IRP side because not
looking at benefits/costs to customer who would actually be paying those costs.
On the gas side, Xcel has been using the SDR in the UCT per the BENCOST model.
 CPE disagreed with Xcel. In the BENCOST spreadsheet, the WACC is applied
to the UCT, and the SDR has been applied to the SCT.

Marty Kushler, American Council for an Energy-Efficient Economy – See slides 11 thru 17
o Key points from National Standard Practice Manual:
 The discount rate essentially reflects a particular pattern of “time
preference,” which is the relative importance of short-versus long-term
costs and benefits. A higher discount rate gives more weight to short-term
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o

o

costs and benefits than to long-term costs and benefits, while a lower
discount rate weighs short-term and long-term impacts more equally.”
 “The choice of discount rate is a policy decision that should be informed by
the jurisdiction’s energy and other applicable policies”
 The first step in a process to determine discount rates should be to:
“Articulate the jurisdiction’s applicable policy goals”
MN’s Policy Framework
 Energy efficiency is not equivalent to other utility resources, it is the
preferred resource
 “The legislature finds that energy savings are an energy resource, and that
cost-effective energy savings are preferred over all other energy resources.”
https://www.revisor.mn.gov/statutes/cite/216B.2401)
 Hence there is no need to be constrained by how traditional investorfunded resources are valued
 The manner in which EE programs are funded (dedicated contemporaneous
customer charges) also distinguishes EE from other investor-funded
resources, and contributes to a ‘low-risk’ context in terms of cost recovery.
 MN has clear societal objectives for energy efficiency
• “The legislature further finds that cost-effective energy savings
should be procured systematically and aggressively in order to
reduce utility costs for businesses and residents, improve the
competitiveness and profitability of businesses, create more energyrelated jobs, reduce the economic burden of fuel imports, and
reduce pollution and emissions that cause climate change.” (MN CIP
statute) and,
• “The commission shall, to the extent practicable, quantify and
establish a range of environmental costs associated with each
method of electricity generation. A utility shall use the values
established by the commission in conjunction with other external
factors, including socioeconomic costs, when evaluating and
selecting resource options in all proceedings before the
commission, including resource plan and certificate of need
proceedings.“ (MN Resource Planning Statute, Subd. 3 (a) )
Concerns about using WACC as discount rate
 “The utility WACC... reflects the time preference of the utility investors,
which is the after-tax cost of equity and the cost of debt. The key goal of
utility investors is to maximize the returns on their investments. Therefore,
the time preference of utility investors is not necessarily the same as the
time preference of utility customers, or the regulatory time preference.”
 “Regulators/decision-makers should recognize this important distinction
when considering whether to use the utility WACC as a discount rate. The
primary objective of the cost-effectiveness analysis is to identify those utility
resources that will best serve customers with safe, reliable, low-cost energy
services over the long term. This objective is fundamentally different from
42

o

•

the objective of maximizing utility investors’ returns. These different
objectives dictate different time preferences.”
 “For all the reasons …regulators and other decision-makers should be
circumspect about using the utility WACC as the discount rate for the UCT…
The purpose of the UCT is to identify those resources that will best serve
customers, including all costs that customers pay to the utility, and all
benefits that customers receive from the utility. This is different from the
goal of maximizing value for utility investors.”
Conclusions:
 Several clear policy objectives in Minnesota statute suggest the use of a
societal perspective (not a utility investor perspective) as the primary costeffectiveness test for valuing energy efficiency resources
 Minnesota has very ambitions long-term goals for GHG reduction, which
suggests a relatively high value for long-term benefits
 Together these factors strongly suggest the use of a low (societal) discount
rate for valuing energy efficiency resources in Minnesota, and would
mitigate against the use of the WACC for making decisions regarding energy
efficiency resources.

Janet Gonzalez, Public Utilities Commission (PUC)
o PUC hasn’t closely examined CIP discount rates/cost-effectiveness in general. Will
need to think about how this intersects with the DSM financial incentive, 08-133
open docket.
o Cost-recovery and utility revenue requirement as relates to CIP investments is
something that the PUC has worked on historically.
o In 1980, 1st CIP statute that required one utility to make CIP investments (i.e.
treated like a CIP Pilot). Looked at cost-recovery even back then as it relates to CIP
investments.
o PUC allowed a rider very early on that allowed the utilities to recover the output
costs (cost related to doing CIP programs) without going through rate case. $ for $
recovery and didn’t have to wait for rate case.
o Later on, PUC required all public utilities with revenues > $ 50 million to participate
in CIP.
o In 1989, switched to Commerce to regulate IOUs. In 1991, added munis/coops.
o Whole history to this that shows that there is a financial issue here for IOUs with
CIP.
o Later on there was legislation requirement for the incentive mechanism, and
switched from spending to savings goal.
o 2008 legislation, DSM financial incentives were looked at closely, and several times
since then. Not only does the utility get real time recovery, they also get incentives
for meeting CIP goals and cost-effective EE. This has made EE investments more
palatable to utilities.
o PUC is interested in these cost-effectiveness issues, and will look at the findings as
part of the DSM incentive.
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18. Panel Discussion – Cost-Effectiveness Discount Rates
Topic #1: Appropriate discount rate to use in the Societal Cost Test (SCT)
a. What is your understanding of the definition, purpose, and/or objectives of the SCT?
•

CPE: In terms of SCT, you’re looking at the costs/benefits to society, which includes
societal benefits of the utility system and utility stakeholders. In actual practice, it’s
about environmental damages.

b. What discount rate best supports the purpose of the SCT and why?
•
•

CPE: Don’t have strong preference about what discount rate is used. The current
SDR and methodology makes sense. This discount rate aligns with MN’s policy goals.
CEE: Thinks that using the SDR is in line with the environmental externalities docket
too.

c. How does that discount rate support or not support Minnesota's policy objectives for
CIP?
•
•
•

CPE: Agree that the SDR is aligned with the long-term policy objectives of CIP, along
with the SCT.
ACEEE: Believes that the SCT is broader than just environmental externalities in
terms of MN’s policy language.
Jessica Burdette: On policy side, applicable policies:
a. 216.2401: Department views this as the broad energy statewide policy.
Includes policies related to CIP but also broader than CIP.
b. 216b.241: Which the Department views as the CIP-specific statute, with
utility CIP requirements.
c. Want to be careful about how talking about the two statutes. Don’t
want to conflate the policies with cost-effectiveness.

•

•

ACEEE: MN Statute says “shall consider impacts to XYZ,” and not “shall use,” which
think is a stronger directive. Point is that MN has very long-term policy language in
Statute, and implies that MN should have a broader societal perspective in terms of
cost-effectiveness. The NSPM provides a useful framework to examine how policies
relate to cost-effectiveness.
CEE: While statute 216B.2401 is not the CIP statute - it is inclusive to the CIP utility
funded programs. The structure of .2401 should apply to what .241 says.

d. What discount rate are the utilities currently using for the SCT?
•

•
•

Xcel: Current uses WACC on electric side for SCT (applied to all inputs on the SCT).
This is based on historical practice, but Xcel does not think should use WACC in the
SCT. Thinks should use the SDR in the SCT.
Other utilities have been using the SDR in the SCT.
ACEEE: Using the SDR in SCT consistent with what other states are doing nationally.
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•

Consensus in the room that should use the SDR in the SCT.

e. Other Comments
•

•

•

•

Are the WACC and SDR nominal discount rates?
 For gas, the SDR is based on the 20-year treasury bills. For electric it’s the
utilities’ WACC approved in their most recent rate case. Both of these are
used to discount a stream of nominal dollar values, which makes it a
nominal discount rate.
Xcel/CPE: Switching to the SDR in the SCT doesn’t really change the equation for
what programs approve. Even at the current discount rate, EE is so much cheaper
than delivering natural gas. Even if the discount rate goes down, it makes EE look
more attractive in the tests, but still trying to get every therm of savings on the SCT
side. But, things like the CIP financial incentive and how it plays into that could
change utilities’ behaviors.
CPE: There are measures/programs that CPE offers that do not pass the UCT, but
that’s ok because it’s all about having a comprehensive portfolio approach. Having a
portfolio/segment level approach with screening is what is needed for cost-effective
savings.
CEE: Financial incentive question should be treated as a separate question/issue.

19. Panel Discussion – Cost-Effectiveness Discount Rates
Topic #2: Appropriate discount rate to use in the Utility Cost Test (UCT)
a. What is your understanding of the purpose, definition, and/or objectives of the UCT?
•

CEE: Whether you look at 216b.241 or 216.2401, do not see justification for
looking at the utility cost/benefits from utility company or shareholder
perspective. Public interest necessitates looking at the cost from the utility
system because customers (i.e. ratepayers) bear the costs of funding utility
system (e.g. what does it do the utility system). When she says customer, she
means ratepayer. Good to look at what is good for customer and policy, but also
need to look at the comparison of risk of EE versus supply-side resources. EE
investments are not subject to the WACC (because of lower risk). Risk profiles Investment and costs/risks of investment for EE vs capital much lower, so also
points to not justified using the WACC. Agree with Jeremy that it makes sense to
levelize the avoided costs with the WACC, but EE not subject to the cost of
capital.

•

Xcel: Xcel uses the WACC is to levelized costs which gives you the nominal
stream of costs for each year. Then, use SDR to the resulting value of nominal
costs to customers.

b. What discount rate best supports the purpose of the UCT and why?
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c. How does that discount rate support or not support Minnesota's policy objectives for
CIP?
•

ACEEE: UCT does not support MN’s policy objectives. Should not make final
resource decisions based on UCT. Should revisit the incentive structure rather
than changing discount rates.

•

Jessica Burdette: Are we trying to change utility behavior (incentive
mechanism), or trying to prevent existing programs from dropping off (costeffectiveness). Should be two different conversations.

•

CEE: There are very important academic and policy reasons to change the
discount rate. It drives utility behavior. Low risk and low cost investments. Don’t
have to call it the SDR. It’s more trying to select a discount rate that is more
reflective of the low-risk/cost characteristics of EE, and gets to the policy
outcomes that we want with CIP (e.g. incentivizing longer-term EE investments).

•

CPE: This isn’t quite right question for the problem. If UCT is to represent utility
system, then it’s being applied correctly now (although maybe not the longterm view that some suggest it should take). Should focus on these are the costtests that should be used to drive CIP, and therefore these are the right discount
rates that should be applied.

•

Xcel: The UCT is measuring the benefits realized by customers. It’s the Shared
Savings incentive mechanism, where the utility gets a portion of the savings
realized by customers (i.e. utility system-related benefits; the cost of providing
the utility function).

•

ACEEE: MN’s policy framework is broader than that. Make your decisions based
on the SCT/SDR, and then work on utility incentives and net benefits.

•

CEE: UCT is a valuable test. One thing that it gives you that the SCT does not is
the total cost to the utility for the efficiency program, and indicates whether the
utilities are running the programs cost-effectively as they can. Important to
show that maximizing utility system benefits for customers. Longest term
measures are still barely passing for CPE, and great that CPE is still offering
them, but other utilities might not be doing the same. Need to send the right
signal, and align the discount rate that aligns with value of long-term EE.

•

Xcel: uses WACC to levelize in the UCT, and then a lower discount rate to get the
net benefits of the nominal stream of annual costs that customer’s pay or
benefit from.

•

CEE: Could this be a middle ground for the group because it uses both the WACC
and SDR in the UCT?

•

CPE: Think there is a big difference between gas and electric utilities. Electric
utilities have a 30 million dollar investment that it can evaluate, whereas gas
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nominal costs do not change that much. Gas utilities just look at what are the
rates, what are the lowest rate that can approve (bound by O&M costs), etc.
Then, they drop rates into as nominal stream of savings (which they discount
back). Presumably the WACC is already applied to this.
•

Adam: Are there other discount rates that we should consider besides the
WACC and SDR? Or, other methods?

•

ACEEE: Could use a low risk discount rate like what CEE proposed. E.g., the
short-term cost of debt. CEE supported either using that or the SDR. Both are
approximately equal.

•

Fresh Energy: A lot of talk about the differences between the electric and gas
utilities (e.g. the overhead differences, electric have IRPs and gas don’t, etc).
Maybe they could be differentiated?

•

CPE: Want to understand what we’re trying to accomplish. If the reason treating
gas and electric differently is because EE plays a fundamentally different role or
their costs are structured differently, then maybe could develop a model that
more accurately reflects each of them. Gas utilities use BENCOST spreadsheet to
calculate a bunch of net benefits (it’s basically a cash flow analyses and the
commodity cost is the primary driver). Electric utilities use DSMore that is a
black box because more people don’t understand. Maybe the existing tools
represent the existing differences between the electric and gas utilities
adequately. But, this is where some of the changes should be made to reflect
the differences between gas and electric utilities.

•

CEE: The big difference is that on the electric side, the WACC for supply-side
avoided costs maybe getting accounted for in the levelization, but maybe this
isn’t happening on the gas side? Are we double discounting on the electric side
with that levelization?

•

Xcel: For electric, you have the ability to treat EE as a resource in IRPs. In that
evaluation, you’re looking at a bunch of different resources (which might make
more sense to treat them the same with the WACC). When looking at benefits
for customers over time, need to figure out how to present value that value (so
doesn’t make sense to use the WACC at all in this case).

•

Adam: Also relates to the issue of transparency. Have the standardized input on
the gas side with BENCOST model, but not on the electric side where there is
more variation and they mostly use DSMore (standardized T&D method).
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20. Panel Discussion – Cost-Effectiveness Discount Rates
Topic #3: Cost-effectiveness discount rates applied in IRPs and CIP
a. What are the potential impacts of applying a different UCT discount rate between the
IRPs and CIP?
•

Xcel: Because the perspectives are different between IRPs and CIP (i.e. the cost
streams), it’s fine to use different discount rates. Do not think it would result in
a very different level of EE between IRPs and CIP. In operating CIPs, don’t treat
CIP as a resource in CIP plans. Operate it to maximize the amount of EE/net
benefits.

•

CPE: Changes to the discount rate could increase utility incentives in some
cases, but there are 2 caps that the incentive bounds the level of incentives (net
benefits and expenditures). In terms of valuing EE, it does distort if the purpose
of the UCT is to value the utility system, but could have potential for an
alternate system.

•

Janet: In IRPs, looking at savings as a decrement that reduces the need for other
investments. It’s not evaluated in the same of CIP. Not sure what they use for a
discount rate in IRPs because EE is considered a resource and not in there as an
investment.

•

Otter Tail: Have Potential Study that tells us that 1.6% is the sweet stop. Then,
bring that to the resource planning team and they take that and reduce sales by
that percentage, and then do planning based on that.

•

Minnesota Power: Just take 1.5% EE as a baseline and a couple of other
scenarios modelling higher levels of EE and treat it as a resource.

•

ACEEE: Using EE as a resource in IRPs isn’t very accurate. Utilities commonly
jerry-rig the process. Should use a hard-wired amount based on potential
studies and different increments of EE that could be selected.

•

CEE: The utilities that voiced a concern about the alignment between CIP and
IRPs, could you describe where the concern is?

•

Minnesota Power: Resource planners aren’t completely linked into this
conversation. So, there is a slight discomfort if the discount rate changes in CIP,
will it also affect IRP requirements. Minnesota Power feels more
confident/comfortable about using the SDR in the UCT from today’s
conversation. Biggest concern is that they would be required to do more EE.

•

Most people in the room are more comfortable that a change in the discount
rate would not cause a big disconnect b/w how cost-effectiveness/EE is
modelled between IRPs and CIP.
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•

Minnesota Power: In a Decision, could we have a clearer definition about we are
how defining the UCT and how it affects the system itself/the customers within
that system (e.g. . from the perspective of a customer rather than from the
utility business decisions). If get a clear enough definition, then most can get on
board with a change to the discount rate because we are explicitly stating what
it is or isn’t reflecting.

b. How would a possible change to the UCT discount rate impact utilities’ CIP Shared
Savings financial incentives? For example, using the SDR in the UCT (instead of the
WACC)?
•

CPE: Reason we’ve used the UCT for the financial incentive is that it represents
the net savings to customers over the lifetime of the measures that
implementing. Then, need to determine that this is a reasonable amount to
reward the utilities.

•

ACEEE: Beyond just looking at savings to customers, also need to focus on
recognizing the other/larger societal benefits of EE from policy perspective.

•

CEE: Maybe the UCT as currently defined isn’t the way that we want to value EE
as part of the financial incentive going forward (maybe it isn’t capturing all the
reasons why we’re doing CIP). Maybe there could be other proposals for basing
the financial incentive on.

21. CIP Performance Incentive Discount Rate Impacts
• See graphs for performance incentive comparison using the information that utilities
responded with to Chris Davis’ Information Requests –
o Performance incentive using SDR (blue bar) and WACC (orange bar) with updated
2021-2023 avoided costs.
o Grey bar is the “baseline” performance incentive with the approved 2017-2018
incentive levels and with old avoided costs.
22. 10-Minute Break
23. Possible Updates to 2021-2023 Marginal Energy and Capacity Costs
Goal: Discuss any utility-proposed updates to avoided marginal energy and capacity electric
costs.
•

Topic #1: Xcel Energy provides overview of proposed methodology changes for
estimation of avoided marginal energy and/or capacity costs.

•

Topic #2: Xcel Energy provides overview of proposed changes to resulting avoided
marginal energy and/or capacity cost values.
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Slides 24 – 33 Jeremy Peterson’s Presentation
•

•

•

•

•
•

•

•

Presenting method for estimating the electric marginal energy benefit. The method is in
response to the changing energy mix (much more wind and solar, fossil fuel dropping, EE
increasing).
Renewable generation is non-dispatchable, so it can’t adjust to changes in energy that’s
provided (either use it, or don’t). So, the effects of EE tend to reduce the amount of fossil
fuel generation.
There are different marginal energy sources (e.g. MISO), which is based off of locational
marginal energy prices and static regional generation portfolio typically. Many utilities use
utility dispatch model which is based off of static utility generation portfolios, but can do
runs with and without EE (to get band of avoided energy).
There is also a proxy plant method, which is used in resource planning modelling. Look at
generation assets you have with EE and without EE, and the delta in what plants are built.
Then, look at the delta for energy reduction from plants and how much is driven from EE.
Xcel is proposing to use the hybrid of the proxy plant method and utility dispatch model for
the next plan. They haven’t generated values using this method yet.
Adam: Because of the timing of the 2021-2023 Triennials and because Xcel does not have
updated values for review at this point using the new method, this should be a longer-term
(2024-2026) issue that we explore. September was the deadline set in the Deputy
Commissioner’s Decision to have updated proposed marginal energy and capacity values
ready for Staff review.
Xcel: Is it fine if Xcel proposed possible avoided cost changes anytime during September
2019, per the Deputy Commissioner’s Decision? Would propose updated values based on
the most recent data have available, rather than proposing drastic method changes at this
point.
Adam: Yes, anytime during September 2019 can submit proposed changes for the
Department’s consideration.

34. DID NOT GET TO THIS - Ideas for Improving the Transparency of Avoided Electric Marginal
Energy and Capacity Costs
Goal: Discuss ideas for improving the transparency of the software and methods for
calculating the electric avoided costs, and transparency of the resulting avoided electric cost
values.
•

Topic #1: Transparency of data inputs and sources.

•

Topic #2: Transparency of methodologies and software.

•

Topic #3: Transparency of resulting avoided cost values.

50

35. Next Steps
•

September 2019, Will send follow up notes and next steps from this meeting.

•

October 2019, Host second stakeholder meeting/call on remaining issues.

•

November 2019, Updated Proposed Decisions issued for 2021-2023 gas and electric costeffectiveness assumptions.

•

Nov/Dec 2019, Formal written comment periods on Proposed Decisions.

•

January 2020, Deputy Commissioner’s Decision issued with the final 2021-2023 gas and
electric cost-effectiveness assumptions.

•

2020-2022, Explore cost-effectiveness methodologies for 2024-2026 Triennials.

APPENDIX B. 11/14/2019 COST-EFFECTIVENESS MEETING NOTES
I. Introductions and Purpose of Meeting
4. Where Things Stand Currently
• The gas and electric CIP cost effectiveness Decisions were posted on May 20 in dockets
18-782 and 18-783.
• To continue exploring some of the nearer-term issues related to the 2021-2023
Triennials, the Deputy Commissioner directed Staff to continue cost-effectiveness
discussions with stakeholders through January 2020, and will allow for consideration of
modifications to the gas and electric 2021-2023 cost-effectiveness assumptions where
justified.
5. Scope of Continued 2021-2023 Process
• In the May 20 Decisions, four issues that the Department committed to exploring
further as part of the 2021-2023 process:
v. Cost-effectiveness test discount rates.
vi. Updating avoided marginal energy and capacity electric costs only if the
Department finds the updates are reasonably justified and if the avoided cost
values have changed by more than 10% between the issuance of this Decision
and September 2019.
vii. Ways to improve the transparency of electric avoided capacity costs and electric
avoided marginal energy costs.
viii. Recommendations from stakeholders regarding additional long-term costeffectiveness issues to explore as part of the 2024-2026 CIP Triennials
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6. Deputy Commissioner’s Previous Determination on Discount Rates (from May 20 Decision)
• Deputy Commissioner did not approve changes to cost-effectiveness discount rates in
the May 20 Decision.
• Deputy Commissioner ordered continued CIP stakeholder discussions on costeffectiveness discount rates to determine whether:
i. Making the change could be more consistent with Minnesota’s longer-term
policy objectives and regulatory time preference that maximizes the net
benefits to customers rather than utility shareholders.
ii. Making the change could distort the valuation of energy efficiency as a utility
resource.
7. Timeline for Continued Process
• December 2019: Updated Proposed Decisions issued for 2021-2023 gas and electric
cost-effectiveness assumptions.
• January 2020: Formal written comment periods on Proposed Decisions.
• February 2020: Deputy Commissioner’s Decision issued with the final 2021-2023 gas and
electric cost-effectiveness assumptions.
• 2020-2022: Explore cost-effectiveness methodologies for the 2024-2026 Triennials
II. Discount Rates and CIP Cost-Effectiveness Tests
9. Discount Rates and CIP Cost-Effectiveness Tests
• Goals:
• Continue gathering stakeholder feedback by discussing “Summary of Stakeholder Feedback
– Discount Rates and CIP Cost-Effectiveness Tests.” SEE APPENDIX B-1 FOR FULL
DOCUMENT.
• Discuss areas of agreement, disagreement, and alternatives.
10. Determining Discount Rates National Standard Practice Manual
• The discount rate reflects a particular “time preference,” which is the relative importance of
short- versus long-term impacts.
• The choice of discount rate is a policy decision that should be informed by the jurisdiction’s
applicable policies – and thus should reflect the regulatory perspective.
• The choice of discount rate should reflect the fundamental objective of efficiency costeffectiveness analysis: to identify resources that will best serve customers over the long term,
while also achieving applicable policy goals
11. Synapse’s MN Discount Rate Recommendations
• [Synapse] recommend[s] that the societal discount rate currently used in Minnesota for some
cost-effectiveness tests be used for all tests . . . . This one discount rate is appropriate for all
tests because it is consistent with the policies in Minnesota that require consideration of
societal impacts. Further, these policies generally place relatively high priority on long-term
impacts. This approach is consistent with the recommendations of the NSPM. It also offers the
advantage of allowing for more direct comparison of results across the different tests.
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•

[Synapse] recommend[s] that the utility [weighted average cost of capital] not be used as the
discount rate for any of the cost-effectiveness tests in Minnesota. The utility WACC represents
the time preference of utility investors. However, this is different from the time preference of
customers and the time preference of regulators. The goal of the cost-effectiveness analysis is
not to maximize investor value. The goal of the analysis is to maximize the net benefits to
customers. The discount rate must be consistent with this goal in order to achieve it.

12. Stakeholder Arguments for Using the Societal Discount Rate
• Some Minnesota stakeholders contend that applying the Societal Discount Rate (SDR) to the
Utility Cost Test (UCT) is most consistent with Minnesota’s statewide policy objectives and
regulatory time preference, and would not distort the valuation of energy efficiency as a
resource within CIP.
• Stakeholders seem to be in consensus that the SDR is the appropriate discount rate to use in the
Societal Cost Test for both gas and electric utilities.
13. Stakeholder Arguments for Using the WACC in the UCT
• Revenue requirements are the basis for determining and setting customer rates, and the utility
weighted average cost of capital (WACC) is the discount rate used to evaluate the future value
of costs and benefits for ratemaking.
• “Long-term Policy Objectives” inherently redefines the UCT. If the UCT is about the utility system
there is an already defined discount rate determined by existing regulatory time preferences for
the natural gas utility system.
• Potentially an argument for redefinition to focus on societal benefits of the utility system, but
this would not be the utility system in any traditional regulatory sense. A concrete UCT
definition has not been proposed nor an explanation of how this redefinition should (or should
not) change other aspects of the UCT.
14. Takeaways Based on Stakeholder Feedback To-Date
• Stakeholder consensus that the SDR is the appropriate discount rate to use in the Societal Cost
Test for both gas and electric utilities.
• Most stakeholders seem to agree (or would not strongly oppose) that a lower discount rate is
justified for the UCT, and the options for a lower discount rate could include:
1. Adopting the SDR in the UCT.
2. Adopting a discount rate somewhere between the SDR and the WACC in the UCT (i.e. a
“Mid-Point DR”). This is a new option that Commerce has been discussing internally.
This would be based on the theory that CIP investments are funded by both the utility
and the ratepayers that participate in CIP. Utilities invest money in CIP programs and
customer participants pay incremental costs. The future benefits of energy savings
come from the avoided costs resulting from the customer and utility investments. Thus,
could average the opportunity costs of both the utility (i.e. the WACC) and the customer
(i.e. the SDR).
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15. CIP Discount Rates Possible Mechanisms
• See “Summary of Stakeholder Feedback – Discount Rates and CIP Cost-Effectiveness Tests.”
SEE APPENDIX B-1 FOR FULL DOCUMENT.
o Reactions?
o Questions?
o Concerns?
o Additional Ideas?
•

Group Discussion:
o CenterPoint (CPE): Looking at the UCT’s definition, and the context for the definition, in
the document, from an academic perspective CPE does not entirely agree with the
perspective that the benefits of EE resource will exceed the costs from the perspective
of the utility system. Still have some qualms about the utility system perspective.
However, if this is going to be included with the qualification that this UCT definition is
going to be used for the purposes of CIP only, then from an unintended consequences
perspective, that alleviates CPE’s concerns. CPE’s original concern was blurring the
utility system perspective that is traditionally used in the rates side, with the CIP side,
and how that could create problems down the line. But, fine with the National Standard
Practice Manual’s definition of the UCT, provided it is for the purposes of CIP. With
regard to the specific discount rate used in the UCT, CPE does not have a strong
preference one way or another.
o Minnesota Power (MP): MP agrees with CPE. As long as it’s clarified that the UCT, as
defined, is for CIP purposes only – and not for IRP purposes – then ok with the updates.
o Xcel: One of Xcel’s arguments against using different discount rates for different tests is
there may be measures/programs that pass with using the SDR in the Societal Cost Test
but fail the UCT – and then Xcel is not incentivized to implement those programs. The
“Mid-Point DR” alleviates that concern somewhat, but still more likely to have programs
failing the UCT compared to using the SDR. Getting conflicting policy signals from the
State. What do we do with programs/measures that pass the Societal Cost Test but fail
the UCT?
o MP: MP would prefer to use the SDR in the UCT to keep the line less blurry between CIP
and IRPs, rather than using a Mid-Point DR in the UCT. If the outcome is to use the MidPoint DR, are we saying that it is also appropriate for IRPs and ratemaking processes, as
opposed to setting the discount rate according to policy time preferences via the SDR?
o Adam: Perhaps the Mid-Point DR is better reflective of the fact that both the utilities
and their customers pay into the “utility system.” Could be a little more aligned with the
NSPM’s UCT definition related to what the “utility system” reflects, rather than focusing
more on having the UCT reflect “societal benefits.”
o Otter Tail (OTP): How would the Mid-Point DR be determined? Right in the middle of the
SDR and WACC? Or, would you assign different weights to societal versus utility
benefits/costs?
o Adam: Department Staff have not come to a conclusion about how exactly the MidPoint DR would be calculated.
o OTP: OTP would prefer the simplicity of using the SDR in the UCT. When the electric
utilities estimate the $/kW of avoided costs, already have the WACC applied to come up
with that number. So, utilities could already use both the SDR and WACC in the UCT
then, i.e. following the same general method that Xcel does when applying discount
rates to the UCT.
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Adam: Sounds like all of the electric utilities already historically follow the same general
method for applying discount rates to the UCT like Xcel does.
 Note: Currently, the electric IOUs first apply the WACC to levelize capital asset
costs and produce a nominal cost stream for the value of avoided costs (e.g.
avoided generation capacity and transmission and distribution capacity). Then,
the electric IOUs apply the WACC again to produce the net-present value used
in the UCT’s analysis.
CPE: This is effectively the same method for the gas utilities as well, the difference being
is that the WACC is applied as part of the rates design process.
Xcel: The objectives of IRPs and CIP are somewhat different. Resource plan is to
determine the resources and have rules to set to determine those resources, and how
DSM is included follows those rules too. When you go to CIP, it’s about serving utility
customers at the lowest cost. The Resource Plan identifies the level of GW
achievements that’s most cost-effective, and a prediction/placeholder for what DSM
should be included in that. Once that’s set, the CIP DSM plan is about optimizing the
investment to customers. There is a reason to decouple from the utility discount rate in
CIP and use the SDR to represent the customer perspective for the tests.
Susan: Sounds like the utilities expressing that comfortable changing the discount rate in
the cost-tests when this change is limited to CIP? Would this change also include the CIP
financial incentive?
MP: MP would like to also have the change reflected in the CIP financial incentive so
there is alignment with how the current financial incentive is calculated using the UCT.
But, don’t think there should be changes in discount rates in the IRP or ratemaking
processes to align with CIP.
Xcel and CPE: Agree with MP’s perspective.
Center for Energy and Environment: Think that either the SDR or Mid-point DR would be
acceptable in the UCT.
MP: The discount rate choice can reflect the policy preference of the State, based on
Synapse’s report. If the State’s preference is to reflect an equal combination of how
perform resource planning and also the customer’s perspective for CIP evaluation, then
a Mid-Point DR would reflect that preference. If the State feels that it should be
weighted more or all the way toward the customer, then the SDR reflects that
preference. Either way, this would be based on the State’s policy preference.
Adam: There is also some uncertainty around what the “correct” State policy preference
is when looking across multiple statutes that are relevant to CIP, and what you
interpret/base the policy preference on isn’t clear cut (e.g. 216b.2401 justifying SDR,
looking across all relevant statutes, or only 216b.241?)
Adam: Any feedback on the mechanisms for making the discount rate change listed on
page 4 of the feedback document? E.g. all the electric utilities appear to use the same
general UCT approach with first levelizing and then applying the discount rate to the
nominal stream of costs/benefits? Gas side would just need an update to the BENCOST
sheet?
Group: Overall, people thought that the proposed mechanisms make sense, it was
generally what they were expecting, and represents how the gas and electric utilities
currently perform cost-effectiveness analysis. No objections raised.
Jessica: Still thinking about question around decoupling the policy discussions/impacts
between IRP and CIP, and how any Decision the Deputy Commissioner makes relates to
that. Not sure if there’s more to discuss that already haven’t discussed, but still thinking
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about what the policy preference is and what it is inclusive of. Not convinced that the
policy preference should be based on 216b.2401 to justify a move to the SDR because it
is a slippery slope to adding in other non-energy benefits (NEBs), and we haven’t had a
chance to thoroughly examine their reasonableness yet. Want to think more about what
the Mid-Point DR would look like and why it might help in establishing what the policy
preference is.
Marty Kushler/ACEEE: The NSPM treats the issue of discount rates very separately from
the issue of what benefits are quantified. Changing the discount rate does not open up
requiring inclusion of things like NEBs, they are separate processes/issues.
Jessica: If stating State’s policy preference as being justified upon 216b.2401, that is
what could lead to a slippery slope because it includes many societal and NEB impacts
that are broader than just CIP ratepayer funded EE savings.
Adam: Worth noting that the tests have different scopes (inputs), and the discount rates
are more universal based on the time preference.
Center for Energy and Environment: The way that MN treats efficiency by allowing quick
recovery of EE expenses and a faster return on investment (compared to more
expensive supply-side resources) is another way where you disconnect the decision
from policy, and instead connect it with how utilities finance EE. WACC accounts for
supply side resources, lower discount rate accounts for lower risk CIP resources. It
seems like calling it the SDR is giving the discount rate more of a policy spin than it
deserves - rather than just saying it is just a discount rate that reflects the lower average
cost/risk profile of EE compared to supply-side resources.
Jessica: However, need to more clearly define the assumptions showing how EE
resources are “lower risk,” specifying what exactly that assumption is based on.
Xcel: What Xcel has argued is looking at who is paying the costs of EE. All of the costs of
EE eventually get passed on to the customer and the customer is making the decision of
what to pay. The customer does not finance its energy cost 20 years into the future with
the same discount rate as the utility. Have to look at how the end-user/consumer
values money over time.
Jessica: Wouldn’t you be using the Participant Test in the case Xcel is describing to
reflect the time value to the customer?
Xcel: No, the costs are not utility costs, they are costs that are passed on to the
customer. An investor isn’t paying for the EE, the customer is paying for it through
riders, the CIP tracker, etc. Even through it’s called the Utility Test, it really reflects the
customer. Utility net benefits also reflect the benefits that customers receive through
the incentive mechanism; e.g. the utilities get a 10-15% share of those benefits and the
customers get the majority 90% of the benefits in the Shared Savings Mechanism.
Adam: Overall, it seems like there are many reasons that the group has discussed that
support using a lower discount rate in the UCT – rather than using the WACC.
Jessica: But, need to make sure to mitigate unintended consequences, and need to
ensure that this change would actually result in increased investment in efficiency by
the utilities.
MP: Allowing a lower discount rate by itself would lead to increased efficiency because
some utility programs/measures will not be cost-effective under the UCT if you keep
using the WACC.
Xcel: A lower discount rate incentivizes utilities to implement longer-term measures as
well.
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Slides 16-24: Xcel’s Overview of Proposed Discount Rate Applications
• Levelization of Utility Capital Asset Avoided Costs and How the WACC is Applied
• Need to levelize because the capital assets that you’re avoiding have much different
lifetimes than DSM measures. Need to boil the cost/benefits of those assets down to a
single year – i.e. a nominal stream data over the lifetime of the DSM measures.
• The assets are funded by the utility raising capital, so the WACC is the appropriate
discount rate to determine the nominal cost of those assets.
• E.g. a 100 MW plant costs $50 million in 2018. Has a book life of 40 years that you’re
depreciating. Funding it with WACC, that results in $4 million in economic carrying
charge, and which is eventually included in rates and paid by consumers.
• Have to boil it down to each kW, which results in an Economic Carrying Charge $/kW-yr
of $41.93 to pay for that capital asset.
• This is an escalation of costs – not a discounting of those costs.
• Also, over the lifetime of those measures, it’s not the 2018 plant that is avoided each
year in the future, it’s a new plant each year that you’re avoiding too. So, you have to
escalate those capital asset costs.
• Ultimately, you end of with a $/kW/yr nominal cost of avoided generation capacity cost.
• Synapse Study Recommendation for Cost-Effectiveness Testing
• Synapse talks about MN policy reflecting the customer time preference, which is why
they determined that the SDR should be used for all of the tests in MN. Because costs
are ultimately paid for by the consumers.
• Xcel Summary Position
• Utility Discount Rate only applicable for levelization of capital assets.
• Societal Discount Rate applied to all streams of costs and benefits in all CostEffectiveness Tests.
• Xcel Recommended Application of Discount Rate for Electric Utilities
• This is an example based on the generation capacity avoidance.
• You have the nominal stream of data from the capital costs, and what you end up with is
an NPV for each program year per measure lifetime that uses the 3% SDR.
• This is the mechanics of how the utilities derive the avoided generation capacity of each
measure.
• For the Gas Side (BENCOST Model):
• Already only have all nominal cost streams in the model, so would just apply the SDR to all
of the nominal values to calculate the NPVs:
• Retail Rate to produce Bill Reduction
• Commodity Cost
• Demand Cost (this related to the reservation rate, but has already been levelized.
It’s a nominal value in the BENCOST model).
• Variable O&M
• Environmental Damage Factor
• BENCOST Model changes, would only need to:
• Eliminate Input 12 – Utility Discount Rate
• Use Input 13 – Societal Discount Rate in NPV Calculations for each test
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III. Ideas for Long-Term Cost-Effectiveness Issues to Explore
A. Discuss ideas for cost-effectiveness issues to explore leading up to the 2024-2026 CIP
Triennials.
26. Ideas for Long-Term Cost-Effectiveness Issues to Explore
• Goals:
o Generate initial ideas for cost-effectiveness issues to explore leading up to the 20242026 CIP Triennials, and the general process and timeline.
o SEE APPENDIX B-2 FOR THE FULL DOCUMENT: “Ideas for Long-Term Cost-Effectiveness
Issues to Explore.”
27. Synapse’s Conclusions Regarding Current MN Practices
• In general, current Minnesota cost-effectiveness practices are quite good:
o They generally account for key Minnesota policy goals; they are generally
comprehensive, in terms of impacts included; and some inputs (e.g., environmental
costs) are well established.
• However, some elements could use improvement:
o Some utility impacts are missing; some societal impacts are missing; participant impacts
are treated inconsistently; and discount rates warrant reconsideration.
28. 2024-2026 Process Ideas
• Who: Establish a Cost-Effectiveness Advisory Committee to help determine a final list of priority
issues, and to act as a forum to discuss potential cost-effectiveness methodology updates.
• When: Quarterly advisory committee meetings from 2020-2022 with a Final Decision by January
2023.
• How:
1. Commerce reaches out to individuals to serve on the advisory committee, and
individuals can request to serve on the committee.
2. Advisory committee meets to determine final list of CIP cost-effectiveness issues to
explore for the 2024-2026 Triennials.
3. Advisory committee meets to discuss who, what, where why, when, and how to
implement agreed to methodology updates.
4. Commerce develops informal documents for committee feedback, and ultimately issues
formal Proposed and Final Decisions with the approved 2024-2026 cost-effectiveness
assumptions.
•

Group Feedback:
o CPE: How constrained would the scope be going into this process? Would it be starting
from “0” from day 1, or would go into the Advisory Committee process with Commerce
having some content (e.g. main objectives) for members to react to?
o Adam: The Department would present objectives/priorities for the Committee to react
to. Wouldn’t be starting from “0.”
o Jessica: In terms of group composition, would try to have a little more diversity in the
committee. E.g. consumer advocates missing from the table, currently. Will need to set
the goals/objectives at the start of the process regarding how evaluate costeffectiveness within CIP – do not want to put the thumb on the scale with any costeffectiveness changes.
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o

Adam: Looking at providing symmetry across the cost-effectiveness tests’ costs/benefits
could be a good objective that helps ensure not putting thumb on the scale.

29. 2024-2026 Topic Ideas
A. Synapse’s Summary of Priority Recommendations
o Establishing the “Minnesota Test.”
o Decide whether to include participant impacts in primary test (e.g. NEBs).
o Decide whether to include other fuel impacts in primary test.
o Include missing elements of the Utility Cost test.
B. Additional Ideas from This Stakeholder Process
o Ways to improve transparency of avoided electric marginal energy and capacity costs
(e.g. public data sources and software for deriving avoided electric costs).
o Examine updates to the Gas BENCOST spreadsheet.
C. Core 2024-2026 Electric and Gas Cost-Effectiveness Review
o Review of the electric utilities’ proposed 2024-2026 avoided electric costs.
o Review and updates to the 2024-2026 gas BENCOST inputs.
•

Group Feedback:
o Seems like this will be more than enough in terms of scope. Might need to constrain the
scope if anything.
o Should also discuss any unintended consequences that proposed changes could have
between CIP and other areas.
o There might be a modified version of the MN Test that people would find more
agreeable than the version that Synapse proposed.
o These are issues that the Advisory Committee would discuss, but Commerce would
make the ultimate decision on.

V. Ideas for Improving the Transparency of Avoided Electric Marginal Energy and Capacity Costs
32. Ideas for Improving Transparency of Avoided Electric Marginal Energy and Capacity Costs
A. Avoided Cost Transparency Issues
i.
Transparency of data inputs and sources.
a. Questions/concerns about transparency of the data inputs/sources? Ideas for
improvement?
ii.

Transparency of methodologies and software.
a. Questions/concerns about transparency of the methodologies? Ideas for
improvement?
b. Questions/concerns about transparency of the software? Ideas for
improvement?

iii.

Transparency of resulting avoided cost values.
a. Questions/concerns about transparency of the avoided cost values? Ideas for
improvement?
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B. Group Discussion:
o Center for Energy and Environment (CEE): Would be useful to look at public data
sources for deriving avoided costs. CEE worked with the Union of Concerned Scientists
to determine potential methods for calculating avoided marginal energy and carbon
reductions that use public data sources. Paper on the methods hopefully published
soon. Ideally, it would be great if avoided costs were more transparent. Think that all
three of the transparency issues presented above would be great to explore.
o Adam: Could the utilities talk about why the resulting avoided costs are treated as Trade
Secret?
o Xcel: The most Trade Secret values are the marginal energy hourly data. It’s competitive
data that other companies could use. The generation capacity costs, sometimes do not
have a good filing to refer those costs to. Now, have Xcel’s IRP filing that can point to for
avoided capacity assumptions, so now do not need to treat it as Trade Secret.
o Jessica: Why does Xcel need a filing to point to, in order to not treat the data as Trade
Secret?
o Xcel: It is an internal Department policy for the data vetting process, and Xcel’s legal
Department’s guidance. Also, do not want to have conflicting data sources between
different filings.
o Jessica: Doesn’t sound like justifiable criteria for treating everything as Trade Secret.
o Xcel: Since this discussion about transparency has come up, think that could look into
how to make capacity costs more transparent going forward. Marginal energy is more of
an issue though.
o Adam: Even annual avoided cost values are an issue when it comes with Trade Secret
information?
o Xcel: Annual avoided costs are less of an issue, but not sure it’s the level of transparency
that this group is looking for.
o Jessica: It is one thing to seek a certain level of transparency, and another thing to just
mark data as Trade Secret when it does not meet the statutory criteria of Trade Secret
data.
o Adam: Would be good to look at the level of transparency that would be needed, and
also the statutory criteria for Trade Secret data.
o CEE: Would be helpful to better understand how using public data to derive avoided
costs compares with the avoided cost results that the utilities are using. Balancing
precision and accuracy with transparency.
o Adam: What we do on the gas side with the BENCOST Inputs is a good model of costeffectiveness transparency. Relies on public data. Maybe could use it as a model for
some of the electric cost-effectiveness inputs, provided the data sources result in
accurate avoided cost values.
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VI. Xcel’s Proposed Updates to Its 2021-2023 Avoided Electric Marginal Energy and Capacity Costs
36. Comparison of Electric Avoided Cost Sources

o

o

Avoided Capacity Changes:
 In January 2019, Xcel used a generic brownfield CT assumption for the CIP
avoided costs.
 In October 2019, Xcel had filed its IRP, had more detailed information about CTs
and used the Generic CT assumption that was filed in Xcel’s IRP.
Marginal Energy:
 Back in January, used a fall 2018 run of the PLEXOS model run (dispatch model
to determine hourly marginal energy).
 In October, updated with PLEXOS model run from September 2019.
 Gas price forecast is a significant factor in the avoided marginal energy cost
changes, because gas is often on the margin in Xcel’s data.

37. Comparison of Electric Avoided Cost Estimates

o

Deltas
• Generation Capacity – 30% Higher.
• Marginal Energy – 11% Lower.
61

38. Drivers of Differences

o

o

o

Generation Capacity
• Increased O&M and Capital Cost, which matches up with Xcel’s IRP.
• Inclusion of Gas Demand Cost (aligns with Xcel’s IRP).
• Inclusion of Reserve Margin Adj.
• In January, Xcel wasn’t sure what this was going to be for MISO, so set it to
0.
• In October, Xcel knew the value for the MISO reserve margin adjustment
(i.e. the generation capacity credit that Xcel gets).
Question: Why was gas demand cost included in October but not earlier in January? Xcel
thought that it was because of the siting of the CT. I.e. the siting of a brownfield CT
would already have gas service vs. a generic CT would require gas service.

Marginal Energy
 Gas Price Forecast has dropped by 10% - and this is the biggest driver of the
decrease in Xcel’s avoided marginal energy costs.
• Four-Source Forecast at Ventura Pooling Point.
 Drives corresponding drop in “Burner Tip” price.
 Price of gas at gas plants.
 Roughly corresponds to reduction in Electric Marginal Energy.
 Change in generation assets may lead to individual year differences.

39. Alternative Methods
o Marginal Energy – Proxy Plant Method
• Bases avoided energy on change in electric generation assets from DSM.
• Preliminary modelling does not show significant difference from PLEXOS results.
• Minimal stakeholder input and no approval from Department on method.
• Suggest looking at method for 2024-2026 Triennial Plans.
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40. Xcel Electric Avoided Cost Recommendation
o Xcel Recommends Updating Marginal Energy Assumptions and Generation Capacity to
September 2019 Values.
o Reasonably justified with more current input assumptions.
o Changed by more than 10%.
VII. Next Steps
• December 2019: Updated Proposed Decisions issued for 2021-2023 gas and electric costeffectiveness assumptions.
•

January 2020: Formal written comment periods on Proposed Decisions.

•

February 2020: Deputy Commissioner’s Decision issued with the final 2021-2023 gas and
electric cost-effectiveness assumptions.

•

2020-2022: Explore cost-effectiveness methodologies for the 2024-2026 Triennials.
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Appendix B-1. “Summary of Stakeholder Feedback – Discount Rates and CIP Cost-Effectiveness Tests.”
In the 2021-2023 Gas and Electric CIP Cost-Effectiveness Decisions filed May 20, 2019 in docket numbers
18-782 and 18-783, the Deputy Commissioner made the following determination about using the
Societal Discount Rate (SDR) in the Utility Cost Test (UCT):
Based on a review of Staff’s analysis, stakeholder comments, and a sensitivity analysis examining
the impacts on utility net benefits and program cost-effectiveness of using the societal discount
rate (rather than the WACC) in the Utility Cost Test, the Deputy Commissioner does not approve
changes to cost-effectiveness discount rates at this time.
However, the Deputy Commissioner understands the significant issues raised as part of
stakeholders’ written comments. Therefore, the Deputy Commissioner believes that there
should be further examination and discussion of this issue in the context of the upcoming
electric IRP filings - and as part of the continued cost-effectiveness conversations with CIP
stakeholders through January 2020 - as there are good arguments both for and against using a
lower discount rate, including:
•
•

Making the change could be more consistent with Minnesota’s longer-term policy
objectives and regulatory time preference that maximizes the net benefits to customers
rather than utility shareholders.
Making the change could distort the valuation of energy efficiency as a utility resource.
If the goal of CIP is to treat energy efficiency as a resource, then the same metrics
should apply to long-term infrastructure investments and energy efficiency.

Consequently, the Deputy Commissioner directed Staff to continue cost-effectiveness discussions with
stakeholders through January 2020 to consider modifications to the gas and electric 2021-2023 costeffectiveness assumptions where justified. Specifically, the Department committed to discussing the
following four issues as part of the continued process:
1. Cost-effectiveness test discount rates.
2. Updating avoided marginal energy and capacity electric costs only if the Department finds
the updates are reasonably justified and if the avoided cost values have changed by more
than 10% between the issuance of this Decision and September 2019.
3. Ways to improve the transparency of electric avoided capacity costs and electric avoided
marginal energy costs.
4. Recommendations from stakeholders regarding additional long-term cost-effectiveness
issues to explore as part of the 2024-2026 CIP Triennials.
In order to continue gathering feedback, Staff of the Minnesota Department of Commerce (Staff)
present this summary of stakeholder feedback on CIP cost-effectiveness test discount rates. Please note
– this document represents a summary of ideas that have come up during stakeholder discussions and
not a final recommendation from Staff.
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I.

STAKEHOLDER PERSPECTIVES

National Standard Practice Manual - Determining Discount Rates
According to the National Standard Practice Manual (NSPM), determining which discount rate is most
appropriate for energy efficiency cost-effectiveness testing can be boiled down to three key concepts: 21
1. The discount rate reflects a particular “time preference,” which is the relative importance of
short- versus long-term impacts. A higher discount rate gives more weight to short-term
impacts, while a lower discount rate gives more weight to long-term impacts.
2. The choice of discount rate is a policy decision that should be informed by the jurisdiction’s
applicable policies – and thus should reflect the regulatory perspective.
3. The choice of discount rate should reflect the fundamental objective of efficiency costeffectiveness analysis: to identify resources that will best serve customers over the long term,
while also achieving applicable policy goals.
Synapse’s Recommendations Regarding Minnesota’s Cost-Effectiveness Test Discount Rates
In 2018, the Department commissioned a study from Synapse Energy Economics (Synapse) to determine
how the key elements of the NSPM could be applied to Minnesota’s energy efficiency cost-effectiveness
analyses. Regarding cost-effectiveness discount rates, Synapse concluded:
[Synapse] recommend[s] that the societal discount rate currently used in Minnesota for some
cost-effectiveness tests be used for all tests . . . . This one discount rate is appropriate for all tests
because it is consistent with the policies in Minnesota that require consideration of societal
impacts. Further, these policies generally place relatively high priority on long-term impacts.
This approach is consistent with the recommendations of the NSPM. It also offers the advantage
of allowing for more direct comparison of results across the different tests. 22
[Synapse] recommend[s] that the utility [weighted average cost of capital] not be used as the
discount rate for any of the cost-effectiveness tests in Minnesota. The utility WACC represents
the time preference of utility investors. However, this is different from the time preference of
customers and the time preference of regulators. The goal of the cost-effectiveness analysis is
not to maximize investor value. The goal of the analysis is to maximize the net benefits to
customers. The discount rate must be consistent with this goal in order to achieve it. 23

21

Page 72 of the National Standard Practice Manual. <https://nationalefficiencyscreening.org/wpcontent/uploads/2017/05/NSPM_May-2017_final.pdf>.
22
Page 72 of Updating Minnesota’s Energy Efficiency Cost-Effectiveness Framework. < http://mn.gov/commercestat/pdfs/card-synapse-cost-effectiveness.pdf>.
23
Page 81 of Updating Minnesota’s Energy Efficiency Cost-Effectiveness Framework. < http://mn.gov/commercestat/pdfs/card-synapse-cost-effectiveness.pdf>.
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Stakeholder Arguments for Using the SDR
•

•

Some Minnesota stakeholders contend that applying the SDR to the UCT is most consistent with
Minnesota’s statewide policy objectives and regulatory time preference, and would not distort
the valuation of energy efficiency as a resource within CIP.
Stakeholders seem to be in consensus that the SDR is the appropriate discount rate to use in the
Societal Cost Test for both gas and electric utilities.

Stakeholder Arguments for Using the Weighted Average Cost of Capital (WACC) in the UCT
During the September 10 CIP cost-effectiveness stakeholder meeting, CenterPoint Energy (CPE) was not
inherently opposed to a change in the UCT discount rate or definition, but raised the following concerns
about using the SDR in the UCT:
•

Revenue requirements are the basis for determining and setting customer rates, and the WACC
is the discount rate used to evaluate the future value of costs and benefits for ratemaking.

•

“Long-term Policy Objectives” inherently redefines the UCT. If the UCT is about the utility system
there is an already defined discount rate determined by existing regulatory time preferences for
the natural gas utility system.

•

Potentially an argument for redefinition to focus on societal benefits of the utility system, but
this would not be the utility system in any traditional regulatory sense. A concrete UCT
definition has not been proposed nor an explanation of how this redefinition should (or should
not) change other aspects of the UCT.

Takeaways Based on Stakeholder Feedback To-Date
•
•

Consensus that the SDR is the appropriate discount rate to use in the Societal Cost Test for both
gas and electric utilities.
Most stakeholders seem to agree (or would not strongly oppose) that a lower discount rate is
justified for the UCT, and the options for a lower discount rate could include:
o

Adopting the SDR in the UCT; OR by

o

Adopting a discount rate somewhere between the SDR and the WACC in the UCT (i.e.
a “Mid-Point DR”). This would be based on the theory that CIP investments are funded
by both the utility and the ratepayers that participate in CIP. Utilities invest money in
CIP programs and customer participants pay incremental costs. The future benefits of
energy savings come from the avoided costs resulting from the customer and utility
investments. Thus, could average the opportunity costs of both the utility (i.e. the
WACC) and the customer (i.e. the SDR).

Possible mechanisms for implementing a lower discount rate in the UCT are discussed in the next
section.
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II.

POSSIBLE MECHANISMS

What: 1) Gas and electric investor-owned utilities (IOUs) would apply either the SDR or the “Mid-Point
DR” in the UCT for the 2021-2023 CIP Triennials.
2) Confirm that the SDR should be used in the Societal Cost Test by the gas and electric IOUs.
Who:

Electric and gas IOUs.

How:

1) Instead of using the utility WACC in the UCT, the IOUs would apply the SDR or the “Mid-Point
DR” to the UCT by:
Electric IOUs – Using a Version of Xcel’s Proposed UCT Method:
o First, apply the WACC to derive levelized capital asset costs.
o Then, apply the SDR/”Mid-Point DR” to the nominal stream of costs to get the netpresent value used in the UCT’s analysis.
Gas IOUs – Using the Updated BENCOST Spreadsheet and BENCOST Decision Document:
o BENCOST Spreadsheet Update: Apply the SDR/”Mid-Point DR” to the nominal
stream of costs to get the net-present value for the cost-benefit analyses.
Accomplished by revising the NPV formulas to use only the SDR/”Mid-Point DR”.
o BENCOST Decision Update: Edit Input 12’s language to reflect the discount rate
method change.
2) Adopt the National Standard Practice Manual’s (NSPM) definition of the UCT for the purposes
of CIP only.
Historical Definition (California Standard Practice Manual) – “The Program Administrator
Cost Test [aka the UCT] measures the net costs of a demand-side management program as a
resource option based on the costs incurred by the program administrator (including
incentive costs) and excluding any net costs incurred by the participant.”
Updated Definition (National Standard Practice Manual) – “The purpose of the UCT is to
indicate whether the benefits of an EE resource will exceed its costs from the perspective of
only the utility system. The UCT includes all costs and benefits that affect the operation of
the utility system and the provision of electric and gas services to customers”
3) Commerce issues updated 2021-2023 CIP cost-effectiveness regulatory filings outlining any
changes.
December 2019: 2021-2023 CIP Electric and Gas Cost-Effectiveness Proposed Decisions,
containing Staff’s recommendations for written comment period and the Deputy
Commissioner’s consideration.
February 2020: 2021-2023 CIP Electric and Gas Cost-Effectiveness Final Decisions,
incorporating the Deputy Commissioner’s final determinations.
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Appendix B-2. “Ideas for Long-Term Cost-Effectiveness Issues to Explore.”
In the 2021-2023 Gas and Electric CIP Cost-Effectiveness Decisions filed May 20, 2019 in docket numbers
18-782 and 18-783, the Deputy Commissioner directed Staff to continue cost-effectiveness discussions
with stakeholders through January 2020 to consider modifications to the gas and electric 2021-2023
cost-effectiveness assumptions where justified. Specifically, the Department committed to discussing
the following four issues as part of the continued process:
1. Cost-effectiveness test discount rates.
2. Updating avoided marginal energy and capacity electric costs only if the Department finds the
updates are reasonably justified and if the avoided cost values have changed by more than 10%
between the issuance of this Decision and September 2019.
3. Ways to improve the transparency of electric avoided capacity costs and electric avoided
marginal energy costs.
4. Recommendations from stakeholders regarding additional long-term cost-effectiveness issues to
explore as part of the 2024-2026 CIP Triennials.
In 2018, the Department commissioned a study from Synapse Energy Economics (Synapse) to determine
how the key elements of the National Standard Practice Manual (NSPM) could be applied to
Minnesota’s energy efficiency cost-effectiveness analyses. Synapse reached the following conclusions
about Minnesota’s current cost-effectiveness practices: 24
In general, current Minnesota cost-effectiveness practices are quite good – especially relative to
other states. They generally account for key Minnesota policy goals; they are generally
comprehensive, in terms of impacts included; and some inputs (e.g., environmental costs) are
well established. However, some elements could use improvement: Some utility impacts are
missing; some societal impacts are missing; participant impacts are treated inconsistently; and
discount rates warrant reconsideration.
In order to continue gathering feedback from stakeholders about potential cost-effectiveness
methodology refinements, Staff of the Minnesota Department of Commerce (Staff) present this
document to help generate initial ideas for cost-effectiveness issues to explore leading up to the 20242026 CIP Triennials, and the general process and timeline for the 2024-2026 cost-effectiveness review
process.

Slide 18 of “Stakeholder Presentation - Updating the Energy Efficiency Cost-Effectiveness Framework in
Minnesota.” < https://www.synapse-energy.com/sites/default/files/MN-NSPM-Presentation-17-094.pdf>.

24
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I.
INITIAL IDEAS AND PROCESS
What: Discuss initial ideas for cost-effectiveness issues to explore leading up to the 2024-2026 CIP
Triennials, and lay out the general process and timeline for the 2024-2026 cost-effectiveness
review process.
Who:

Establish a Cost-Effectiveness Advisory Committee to help determine a final list of priority
issues, and to act as a forum to discuss potential cost-effectiveness methodology updates.

When: Quarterly advisory committee meetings from 2020-2022 with a Final Decision by January 2023:
2020 Meeting Schedule: Meeting #1 - September 2020, Meeting #2 - December 2020.
2021 Meeting Schedule: Meeting #3 - March 2021, Meeting #4 - June 2021, Meeting #5 September 2021, Meeting #6 - December 2021.
2022 Meeting Schedule: Meeting #7 - March 2022, Meeting #8 - June 2022, Meeting #9 September 2022, Meeting #10 - December 2022.
Cost-Effectiveness 2024-2026 Proposed Decisions: November 2022.
Cost-Effectiveness 2024-2026 Decisions: January 2023.
2024-2026 Triennials: June 1, 2023.
How:

1) Commerce reaches out to individuals to serve on the advisory committee, and individuals can
request to serve on the committee.
2) Advisory committee meets to determine final list of CIP cost-effectiveness issues to explore
for the 2024-2026 Triennials.
3) Advisory committee meets to discuss who, what, where why, when, and how to implement
agreed to methodology updates.
4) Commerce develops informal documents for committee feedback, and ultimately issues
formal Proposed and Final Decisions with the approved 2024-2026 cost-effectiveness
assumptions.
5) Initial list of ideas include:
A. Synapse’s Summary of Priority Recommendations 25
•

Establishing the “Minnesota Test.”

•

Decide whether to include participant impacts in primary test (e.g. NEBs).

•

Decide whether to include other fuel impacts in primary test.

Slide 62 of “Stakeholder Presentation - Updating the Energy Efficiency Cost-Effectiveness Framework in
Minnesota.” < https://www.synapse-energy.com/sites/default/files/MN-NSPM-Presentation-17-094.pdf>.
25
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•

Include missing elements of the Utility Cost test.

B. Additional Ideas from This Stakeholder Process
•

Ways to improve transparency of avoided electric marginal energy and capacity
costs (e.g. public data sources and software for deriving avoided electric costs).
• Examine updates to the Gas BENCOST spreadsheet.
C. Core 2024-2026 Electric and Gas Cost-Effectiveness Review
•
•

Review of the electric utilities’ proposed 2024-2026 avoided electric costs.
Review and updates to the 2024-2026 gas BENCOST inputs.

Why:
1. Consistent with the Department’s Role in Regulating CIP:
• Ensuring that cost-effective energy savings are being procured systematically,
aggressively, and accurately.
• Establishing technical assumptions for quantifying the cost-effectiveness of utility
energy efficiency programs.
Subd. 1d.Technical assistance: (a) The commissioner shall evaluate energy
conservation improvement programs on the basis of cost-effectiveness and the
reliability of the technologies employed. The commissioner shall, by order,
establish, maintain, and update energy-savings assumptions that must be used
when filing energy conservation improvement programs. . . .

APPENDIX C. INFORMATION REQUESTS – CIP PROGRAM/MEASURE SCREENING
Department’s Partial Information Requests to IOUs (10/02/2019)
Please indicate whether the Company historically uses the UCT to screen out non-cost-effective
measures and/or programs from the Company’s CIP portfolio.
IOU Information Request Responses (10/14/2019 – 10/25/2019)
Xcel Energy
Xcel does not use the UCT to screen out non- cost-effective measures or programs from Xcel’s CIP
portfolio. Xcel uses the SCT for this type of cost-effectiveness screening. This screening has never
resulted in measures or programs passing the SCT and failing the UCT test, so the SCT screening has
effectively removed any need for UCT screening. However, as avoided costs continue to fall and higher
levels of savings are pursued, this type of situation becomes more likely. While Xcel does not use the
UCT for screening, Xcel believes the UCT plays an important role in determining the DSM shared savings
incentive mechanism and should better reflect customer net benefits.
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Otter Tail Power
Otter Tail historically has used the UCT to screen out non-cost-effective measures and/or programs from
Otter Tail’s CIP portfolio in most cases. Otter Tail may also consider whether a measure and/or program
provides a customer satisfaction component as well.
Minnesota Power
Minnesota Power has historically used the UCT in addition to the primary MN screening test, the SCT, to
screen out non-cost-effective measures. While measures that do not pass the UCT are not necessarily
immediately screened out, they are scrutinized in greater detail and Minnesota Power often will choose
not to move forward with the measure or will evaluate if changes could be made to the measure that
would allow the measure to pass the UCT. For example reducing the rebate or restricting eligibility
requirements for the measure may improve UCT results. While these changes may allow the measure to
pass, the use of the measure will likely be limited due to the low cost-effectiveness and/or highly
limiting nature of the measure requirements. Historically this has not been a major issue for Minnesota
Power as there have been very few measures that pass the SCT but not the UCT test. For the upcoming
triennial, there will be more instances where Minnesota Power screens out non-cost effective measures
based on UCT results due to the declining avoided costs and increasing baselines eroding claimable
savings per measure.
When evaluating low-income programs, Minnesota Power typically considers the overall benefit of the
measure. This includes accounting for benefits that may not be captured in the tests and where
appropriate, overlooks the results when beneficial low-income measures do not pass the UCT.
Minnesota Energy Resources Corporation
Historically, MERC has used the SCT as the primary test to screen measures and programs for costeffectiveness. The UCT, Participant Cost Test, and the Ratepayer Impact Measure test are all considered
as secondary tests when assessing measures and programs in the CIP portfolio. While cost-effectiveness
is an important consideration for screening measures or programs, MERC also considers participation,
savings, market barriers, incentive costs, CIP requirements, and other factors.
CenterPoint Energy
CenterPoint only screens at the segment level for the residential and commercial & industrial customer
segments. CenterPoint does not screen the low-income customer segment.
In order to help maintain cost-effective programs at the customer segment level, CenterPoint takes the
“enhanced program design” approach to developing its CIP portfolio. As described in CenterPoint
Energy’s 2017-2019 CIP Triennial Plan, in order to deliver cost-effective programs, CenterPoint’s
preferred route to achieve participation and energy savings goals is through “enhanced program
design.” Enhanced program design refers to program improvements and innovations that lead to more
cost- effective and impactful program delivery.
This means that, rather than conditioning the inclusion of a potential program or measure on a costeffectiveness ratio being greater than one (whether with the utility, societal, or other test), CenterPoint
considers the importance of the offering with regard to the overall design of the CIP portfolio. For
example, Home Energy Squad’s UCT and SCT cost-effectiveness test ratio in 2018 were less than one.
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However, one role of Home Energy Squad in the overall CIP portfolio is to help customers identify and
implement other energy efficiency measures that contribute to achieving goals in other residential
rebate programs. Therefore, Home Energy Squad is an important part of CenterPoint’s residential
programs beyond the cost-effectiveness testing of the program itself. This, in combination with
screening at the segment level against cost-effectiveness tests, allows for a comprehensive, robust
portfolio of offerings while ensuring that the program overall remains cost-effective.
Great Plains Natural Gas
Great Plains does look all the benefit-cost test results when screening cost effectiveness of measures
and historically has not excluded a measure that failed only the UCT.
APPENDIX D. INFORMATION REQUESTS – XCEL’S UPDATED 2021-2023 AVOIDED COSTS
Xcel’s Updated Avoided Costs (10/04/2019)
On October 4, 2019, Xcel regenerated their 2021-2023 CIP Triennial avoided generation capacity and
marginal energy cost values using updated data in September 2019. Xcel’s resulting avoided capacity
cost values deviated more than 30 percent and the updated avoided marginal energy values deviated an
average of more than 11 percent, when compared to the avoided cost values that Xcel submitted back
in January 2019. Xcel argues that there’s significant value in utilizing the latest data and ensuring
consistency with the assumptions utilized in the Xcel’s filed 2019 IRP (Docket No. E002/RP-19-368).
Avoided Generation Capacity Summary
Updated capacity cost assumptions to align with the CT plant (Brownfield 7H) used in the filed 2019
Upper Midwest Integrated Resource Plan (Docket No. E002/RP-19-368). The updated 2019 values
include:
•
•
•
•
•
•

$46.01/kW-yr Capital cost;
$3.86/kW-yr O&M cost;
$6.68/kW-yr Gas Demand cost;
2.00% Annual Escalation;
Based on Summer Generation Capacity of 330.85 MW; and
3.45% Reserve Margin Adjustment.

The resulting avoided capacity cost values that Xcel provided in January 2019 deviate by more than 30
percent across all the analysis years (i.e. 2021-2042) compared to the updated values from September
2019.
Avoided Marginal Energy Summary
Xcel utilized the PLEXOS software product to determine the hourly marginal energy estimates on the
Xcel Energy Upper Midwest system. An updated run of these costs was performed in September 2019 to
use the following most recent assumptions:
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•
•
•
•
•

Generation Assets identified in the Preferred Plan in the 2019 Upper Midwest Integrated
Resource Plan (Docket No. E002/RP-19-368);
Load Energy and Peak Demand Forecast finalized August 20, 2019;
Market gas price forecast based on the daily price forecast through December 2022 as of July
18, 2019;
Long-term gas price forecast produced Spring 2019 for gas prices beyond 2022; and
Escalation of annual energy cost estimates beyond 2034 (last year of model run).

To determine the change in this hourly stream of avoided cost data to the values initially submitted, an
hourly average marginal energy weighted on the hourly load each hour is computed. The average of the
change in annual values are then calculated across the time period of the values initially submitted
(2021-2035).
The resulting avoided marginal energy cost values that Xcel provided in January 2019 compared to the
updated values from September 2019 averaged an 11.4 percent change across all years (i.e. 2021-2042).
Department Information Request to Xcel (10/21/2019)
Avoided Capacity Costs
Xcel’s October 4 filing included the following updated capacity cost assumptions:
•
•
•
•
•
•

$46.01/kW-yr Capital cost;
$3.86/kW-yr O&M cost;
$6.68/kW-yr Gas Demand cost;
2.00% Annual Escalation;
Based on Summer Generation Capacity of 330.85 MW; and
3.45% Reserve Margin Adjustment.

Staff requested that Xcel provide the capacity cost assumptions that were used to generate its original
January 2019 avoided capacity cost values:
•
•
•
•
•
•

$/kW-yr Capital cost;
$/kW-yr O&M cost;
$/kW-yr Gas Demand cost;
% Annual Escalation;
Based on Summer Generation Capacity of MW; and
% Reserve Margin Adjustment.

Staff also requested that Xcel provide a narrative addressing the following points related to its avoided
capacity costs:
• What key factors contributed to the 30% increase in the Company’s avoided capacity costs
compared to the avoided costs that Xcel submitted in January 2019?
• Did Xcel apply an identical overall methodology to generate its updated avoided capacity costs
compared to the avoided costs submitted in January 2019? Please describe any key
methodology changes that were made to generate the updated avoided capacity costs
compared to the January 2019 values – and provide a justification about why such changes are
reasonable.
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Avoided Marginal Energy Costs
Staff requested that Xcel provide a narrative addressing the following points related to its avoided
marginal energy costs:
• What key factors contributed to the 11% decrease in the Company’s avoided marginal energy
costs compared to the avoided costs that Xcel submitted in January 2019?
• Did Xcel apply an identical overall methodology to generate its updated avoided marginal
energy costs compared to the avoided costs submitted in January 2019? Please describe any key
methodology changes that were made to generate the updated avoided marginal energy costs
compared to the January 2019 values – and provide a justification about why such changes are
reasonable.
Xcel Information Request Response (10/31/2019)
Avoided Capacity Costs
Table 13 provides a side-by-side comparison of the January capacity cost assumptions and the updated
assumptions included in Xcel’s October 4, 2019 filing (Docket No. E999/CIP-18-783).
Table 13. Capacity Cost Assumption Comparison
Assumption

January

Capital Cost
O&M Cost
Gas Demand cost
Annual Escalation

$44.24/kW-yr
$1.30/kW-yr
$0.00/kW-yr
2.00%
330.85 MW
0%

Summer Generation Capacity of MW
Reserve Margin Adjustment

Updated (October)
$46.01/kW-yr
$3.86/kW-yr
$6.68/kW-yr
2.00%
330.85 MW
3.45%

As Table 13 shows, the updated October input assumptions are generally higher than the January
assumptions. The updated assumptions lead to an avoided generation capacity cost of $60.87/kW-yr
(2021), which is approximately 30 percent higher than the $46.56/kW-yr (2021) included in Xcel’s
January filing. The main factors accounting for a higher avoided generation capacity cost in October
include:
•
•
•
•

the inclusion of a significant Gas Demand cost of $6.68/kW-yr;
an increased O&M cost assumption (additional $2.56/kW-yr);
the inclusion of a Reserve Margin Adjustment (3.45%) applicable to all costs; and,
a slightly higher Capital cost assumption ($1.77/kW-yr).

Xcel used an identical methodology for determining the avoided generation capacity costs included in
our January and October filings. The capacity cost assumptions included in the October 4, 2019 filing
align with those used in Xcel’s Upper Midwest IRP 2020-2034 (Docket No. E002/RP-19-368), which was
filed on July 1, 2019. As they are the most recently filed values for these cost assumptions, Xcel believes
it is reasonable to use them in our upcoming 2021-2023 CIP Triennial Plan.
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Avoided Marginal Energy Costs
The main factor accounting for the reduction in marginal energy costs from Xcel’s January to October
filings is a decrease in the natural gas price forecast. Table 14 shows the forecast annual natural gas
prices for January compared to the September forecast, which was used for Xcel’s October 4, 2019 filing.
Table 14: Forecast Natural Gas Prices ($/Dth)
Year
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032

January 2019
$2.62
$2.75
$2.94
$3.25
$3.38
$3.47
$3.61
$3.75
$3.90
$4.07
$4.25
$4.42

September 2019
$2.55
$2.58
$2.52
$2.68
$2.87
$3.07
$3.23
$3.39
$3.53
$3.67
$3.84
$3.99

% Change
-2.4%
-6.4%
-14.5%
-17.3%
-15.3%
-11.5%
-10.5%
-9.7%
-9.4%
-9.8%
-9.5%
-9.6%

This reduction in the forecasted price of natural gas averages 10.5 percent over a 12- year period from
2021-2032, which corresponds closely to the average 11 percent decline in avoided marginal energy
costs over the 2021-2035 period.
In addition to this updated natural gas price forecast, Xcel utilized an updated load forecast from
Summer 2019 and the expansion plan from the Preferred Plan in Xcel’s Upper Midwest Integrated
Resource Plan 2020-2034 (Docket No. E002/RP-19-368). Xcel has not estimated the impact of these
updates on marginal energy costs as we believe the impact is very small compared to the natural gas
forecast.
Xcel used an identical methodology for determining the avoided marginal energy costs included in Xcel’s
January and October filings. The PLEXOS® modelling tool was used to determine the hourly marginal
energy costs. The change in the input assumptions account for the 11 percent decrease in marginal
energy costs.
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APPENDIX E. INFORMATION REQUESTS – DISCOUNT RATE APPLICATION IN THE UTILITY COST
TEST
Department’s Information Request to Xcel (10/02/2019)
Please describe why/how the use of Xcel’s proposed UCT method is justified over its historical UCT
method:
Xcel’s Proposed UCT Method: Apply the WACC to derive levelized capital asset costs. Then,
apply the 3.02% SDR to the nominal stream of costs to produce the net-present value used in
the UCT’s analysis.
Xcel’s Historical UCT Method: Apply the WACC to derive levelized costs, and then apply the
WACC again to produce the net-present value used in the UCT’s analysis.
Xcel’s Information Request Response (10/16/2019)
In the report Updating the Energy Efficiency Cost-Effectiveness Framework in Minnesota prepared by
Synapse Energy Economics, Inc., the authors state the goal of cost-effectiveness testing is “not to
maximize investor value; instead the goal is to maximize the net benefits to customers.” Xcel’s proposed
UCT method of applying the societal discount rate to the nominal stream of costs more closely aligns
with the state’s policy and regulatory goals of maximizing long-term benefits for customers.
As Xcel has noted in stakeholder discussions, the UCT is somewhat of a misnomer. It does not actually
measure the benefits to the utility; rather, it measures the net benefits to customers from the utility
function, whether it be gas or electricity service. All costs and avoided costs are ultimately realized by
customers, which should be reflected in cost- effectiveness screening.
The historical UCT method has not accurately reflected net benefits to customers. Today, the historical
UCT method applies the Utility Discount Rate to calculate the present value of the stream of nominal
costs and avoided costs across the lifetime of DSM measures and from the utility investment
perspective. That approach is problematic as it does not accurately reflect the stream of costs from the
customer perspective and does not differentiate between the benefits of short-term and long-term
measures. To better value the stream of these nominal customer costs and long-term measure benefits,
the UCT should use the societal discount rate.
Take, for example, the case of Xcel’s Building New Construction program. These projects typically have a
very long life, approximately 20 years. For the builder participating in this program, the time value of all
costs and benefits is closely estimated with a SDR and is completely independent of the Utility Discount
Rate. However, using the Utility Discount Rate in the UCT calculation from which the CIP incentive
mechanism is determined, significantly undervalues the future benefits of these projects. Using the SDR
in the UCT aligns the valuation of long-term benefits in the incentive mechanism with the valuation of
long-term benefits realized by the customers.
As noted in the Synapse study, the SDR provides a better reflection of the time value of costs and
benefits to customers and helps identify programs that produce the most long-term benefits to
customers. Thus, the SDR should be used to calculate the net present value of any costs and benefits
that accrue over time. This reasoning was presented in the Synapse study, and Xcel agrees.
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Department’s Information Request to Xcel (11/01/2019)
The Department understands that Xcel proposes to update the UCT by:
•
•

Applying the WACC to derive levelized capital asset costs, and
Then, apply a 3.02% SDR to the nominal stream of costs to calculate the net present value under
the UCT.

Please explain:
a. the rationale for using two different discount rates for one cost-effectiveness test;
b. why Xcel first proposes levelizing the capital asset costs; and
c. why Xcel did not propose using the SDR for both steps of the process.
d. Please provide an example of this process once using the nominal dollar revenue requirements,
discounted using a societal test (no levelization involved, just use the actual, nominal dollar
revenue requirements).
e. Please repeat the example from part d, but this time use the levelized revenue requirements
(using the WACC) and discounted using a discount rate of 3.02 percent (SDR).
Xcel’s Information Request Response (11/12/2019)
Xcel provides the following responses to the Department’s specific questions.
a. Since the funding sources for capital assets are different than those associated with the nominal
costs considered in the UCT, two different discount rates are necessary. The discrete assets that
would be procured in lieu of energy efficiency are funded over a long lifetime and require that
the levelized stream of income accounts for the expected return of the parties financing the
investment. Conversely, the value of bill savings that result from the avoidance of infrastructure
through energy efficiency in any given year are largely considered by customers as part of their
normal course of business, not as part of a capital expenditure. Therefore, since the time value
of money is different, it is necessary to utilize two different discount rates.
b. Xcel proposes to first levelize capital asset costs in order to accurately assess the impact of DSM
measures. The lifetime of electric measures installed through DSM programs varies up to 20
years while the capital assets that are avoided by electric DSM measures may have useful
lifetimes much longer than 20 years. This requires calculating the levelized costs of capital assets
each year that can be applied to the load impacts of the DSM measures over the lifetime of
those measures.
c. Xcel does not believe it is appropriate to utilize the SDR for both steps of the process because
the SDR does not accurately capture the funding of capital assets. Capital assets are funded by
the utility with funds for equity and bond issues, which are represented by the WACC. It is not
appropriate to assume that the cost of capital for the funding of these capital assets is
represented by the societal discount rate as it would underestimate the value of the avoided
capital expenditure. However, Xcel does believe the proposed UCT method of applying the SDR
to the nominal stream of costs more closely aligns with the goal of maximizing long-term
benefits for customers. In the report Updating the Energy Efficiency Cost-Effectiveness
Framework in Minnesota prepared by Synapse Energy Economics, Inc., the authors state the
goal of cost-effectiveness testing is “not to maximize investor value; instead the goal is to
maximize the net benefits to customers.” Since the stream of costs avoided through by DSM
measures is ultimately incurred by customers, the time valuation of that stream of costs should
be based on the customer perspective, which is best represented by a societal discount rate.
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d. Xcel is unaware of a method for determining nominal dollar revenue requirements for capital
asset costs without levelization. Therefore, Xcel is unable to provide an example.
e. Xcel provides an example in Attachment A of this response.
Department’s Information Requests Sent to All Non-Xcel IOUs (10/02/2019)
Please comment on Xcel’s proposed method for calculating UCT net benefits and ratios, where you
would first apply the Company’s WACC to derive levelized capital asset costs; then, apply the 3.02%
societal discount rate to the nominal stream of costs to get the net-present value used in the UCT’s
analysis. Overall, does the Company agree or disagree with this approach and why? What issues (if any)
does the Company see with this proposed approach? How does this approach align, or not align, with
the Company’s current UCT analysis approach?
IOU Information Request Responses (10/14/2019 – 10/25/2019)
Otter Tail
Otter Tail agrees with Xcel’s proposed method for calculating UCT net benefits and ratios of
applying the WACC to derive levelized capital asset costs; then, applying the 3.02% societal
discount rate to the nominal stream of costs to calculate the net-present value used in the UCT’s
analysis. Otter Tail sees no issue with this proposed approach. Currently, Otter Tail applies its
WACC to derive levelized capital asset costs and then applies the WACC to the nominal stream
of costs to calculate the net-present value used in the UCT’s analysis.
Minnesota Power
The approach described above aligns with Minnesota Power’s approach when deriving levelized
capital asset costs for use in cost-effectiveness testing. Overall, Minnesota Power does not see
any issues with this approach. However, if moving to the societal discount rate for use in the
utility cost test, it will be important to clarify the UCT definition to recognize that it does not/is
not intended to reflect how energy efficiency is modeled and valued in the Integrated Resource
Planning process.
Minnesota Energy Resources Corporation
. . . . Recognizing that the avoided cost structure and components are different for gas utilities
compared to electric, MERC believes that Xcel’s approach does not align with typical practices
associated with the UCT. Although the avoided costs may be ultimately incurred by the
customer, the purpose of the UCT is to assess the benefits and costs from the perspective of the
utility. As such, the utility discount rate is most appropriate for the UCT analysis.
Xcel’s proposed approach may lead to a variety of issues. First, if each utility’s UCT analysis
approach differs, then the results may not be commensurate with one another, thus making it
difficult to make valid comparisons across utilities that use different methodologies. In addition,
since the discount rate is a defining characteristic of any given cost-effectiveness test, using
multiple discount rates in a single test may alter the definition of that test and therefore alter
what the results represent in the context of CIP.
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The proposed method is not in alignment with MERC’s UCT analysis approach. MERC uses a
single discount rate for each test. That is, the societal discount rate is used solely for the SCT and
the WACC is used solely for the UCT.
CenterPoint
Xcel’s proposed method for calculating UCT net benefits is not exactly applicable to natural gas
cost- benefit testing approach, as defined in the BENCOST model. In the model, the benefits of
CIP (for the UCT) are characterized by avoided gas commodity costs, peak demand, and variable
operation and maintenance costs. These inputs to the BENCOST model are based on existing
utility rates designed to recover costs for both the utility’s commodity purchases and gas
delivery services, which includes infrastructure investment costs. In order to create a nominal
stream of avoided costs, Xcel’s approach levelizes the avoided capital costs of additional electric
generation. For both types of utility, the distribution investments are what allow the utility to
have customers and are due to investments that have already been made and reflected in rate
design. The avoided generation investment on the electric side is hypothetical and not reflected
in current rates. In the case of a gas utility, there is no future generation related capital cost
avoided through energy efficiency.
In CenterPoint’s assessment, Xcel’s approach is effectively accomplished for distribution assets
through the rate design process. Because the utility’s cost of capital is included in its rates, a
nominal stream of avoided costs based on those rates would necessarily reflect that cost of
capital. That stream of avoided costs can then be discounted using whatever discount rate best
represents the perspective of interest. Therefore, CenterPoint concludes that if the Department
Staff’s goal is to design a cost- effectiveness test that is intended to represent the costeffectiveness of CIP with regards to how society values the utility system, this could be
accomplished using the societal discount rate in the traditional UCT .
CenterPoint recognizes that from a state policy perspective and based on how the UCT is used in
CIP there may be reasons to modify cost-effectiveness testing. However, CenterPoint would
request that Department Staff be explicit about the purpose of that testing. A UCT that uses a
societal discount rate may reflect the value of energy efficiency for the utility system as valued
from the perspective of society, but a UCT using a discount rate based on the WACC represents
the value of energy efficiency for the utility system from the perspective of the utility system
and customer rates. Historically, and as noted in the existing BENCOST model, the utility
system’s perspective has been represented by the revenue requirements that are the basis for
customer rates. A UCT that uses a societal discount rate would not represent the impact to
revenue requirements and therefore the utility system perspective.

In summary, if Department Staff would like to base CIP policy on a cost-effectiveness test that
represents the value to society of avoided investment in the utility system, then CenterPoint
would not object to formulating that new test as the UCT with a societal discount rate.
CenterPoint would object to defining this new cost-effectiveness test as representing the utility
perspective rather than as an alternative cost- effectiveness test.
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Great Plains
Great Plains conceptually agrees that it makes sense to use a Utility's WACC when comparing
capital asset costs. However, Great Plains does not have enough information regarding Xcel's
proposed methodology. To fully understand how this would be accomplished and the impact to
the UCT, Great Plains would need to understand which cost and benefit factors the WACC and
Societal factors would apply to.
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APPENDIX F. CALCULATION TABLES FOR THE CIP UTILITY DISCOUNT RATE
Attachment X Calculation Tables
2017 - Calculation of the Percent of Total CIP Costs Paid by Participating Customers vs. Utilities
Incremental
Total Utility Project
Participant Costs
Costs
($/Participant)
# Participants
Gas Utilities
Xcel Gas
$13,778,144
$46
641,961
CenterPoint Energy
$31,140,094
$373
265,143
MERC
$10,509,054
$511
27,044
Greater Minnesota
$133,767
$1,525
236
Great Plains
$383,635
$612
1,108
Electric Utilities
Xcel Electric
$85,333,211
Minnesota Power
$8,129,337
Otter Tail Power
$6,041,773

Total Incremental
Participant Costs

% Participant
Costs

$29,530,206
$98,765,768
$13,819,484
$359,900
$678,096

68%
76%
57%
73%
64%

$148,019,836
$19,463,888
$14,152,457

63%
71%
70%

% Participant
Costs

2018 - Calculation of the Percent of Total CIP Costs Paid by Participating Customers vs. Utilities

Gas Utilities
Xcel Gas
CenterPoint Energy
MERC
Greater Minnesota
Great Plains
Electric Utilities
Xcel Electric
Minnesota Power
Otter Tail Power

Total Utility Project
Costs

Incremental Participant
Costs ($/Participant)

# Participants

Total Incremental
Participant Costs

$15,132,566
$34,888,321
$11,615,320
$200,213
$555,457

$42
$257
$252
$1,479
$913

765,805
298,349
93,777
313
1,187

$32,163,810
$76,735,363
$23,631,804
$462,927
$1,083,731

68%
69%
67%
70%
66%

$161,021,340
$19,874,883
$17,430,727

65%
69%
67%

$86,522,325
$9,031,446
$8,509,590
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2017 + 2018 - Calculation of the Percent of Total CIP Costs Paid by Participating Customers vs. Utilities
Total Utility Project Costs

Total Incremental
Participant Costs

% Participant
Costs

% Utility
Costs

$28,910,710
$66,028,415
$22,124,374
$333,980
$939,092

$61,694,016
$175,501,130
$37,451,288
$822,827
$1,761,827

68%
73%
63%
71%
65%

32%
27%
37%
29%
35%

$171,855,536
$17,160,783
$14,551,363
$321,904,253

$309,041,176
$39,338,771
$31,583,184
$657,194,219

64%
70%
68%
67%

36%
30%
32%
33%

Gas Utilities
Xcel Gas
CenterPoint Energy
MERC
Greater Minnesota
Great Plains
Electric Utilities
Xcel Electric
Minnesota Power
Otter Tail Power
Total

Attachment Y Calculation Tables

Utility
Gas Utilities
Xcel Gas
CenterPoint Energy
MERC
Greater Minnesota
Great Plains
Gas Total
Electric Utilities
Xcel Electric
Minnesota Power
Otter Tail
Electric Total
IOU Total

2017 C&I

2018 C&I

2017-2018 C&I

2017-2018 Total

Residential
$ as % of
Total $

$16,355,663
$41,977,059
$13,000,562
$278,561
$559,788
$72,171,633

$4,633,527
$10,872,013
$2,987,644
$11,207
$138,061

$4,892,326
$9,458,770
$3,587,350
$44,012
$241,294

$9,525,853
$20,330,783
$6,574,994
$55,219
$379,355
$36,866,204

$25,881,516
$62,307,842
$19,575,556
$333,780
$939,143
$109,037,837

63%
67%
66%
83%
60%
66%

37%
33%
34%
17%
40%
34%

$53,133,081
$4,316,979
$3,848,751
$61,298,811
$133,470,444

$52,976,422
$3,691,784
$4,292,249

$50,598,105
$3,842,799
$5,737,828

$103,574,527
$7,534,583
$10,030,077
$121,139,187
$158,005,391

$156,707,608
$11,851,562
$13,878,828
$182,437,998
$291,475,835

34%
36%
28%
34%
46%

66%
64%
72%
66%
54%

2017
Residential

2018
Residential

2017-2018
Residential

$7,626,570
$18,988,479
$6,362,109
$122,560
$245,625

$8,729,093
$22,988,580
$6,638,453
$156,001
$314,163

$25,357,663
$1,825,351
$1,721,674

$27,775,418
$2,491,628
$2,127,077
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C&I $ as %
of Total $

Attachment Z Calculation Tables

A
B
C
D
E
F

CenterPoint

Values

CenterPoint After-Tax WACC
Societal Discount Rate
C&I Percent of Spending
Residential % of Spending
% of Total CIP Costs that are Participants
% of Total CIP Costs that are Utility

6.45%
3.02%
54%
46%
67%
33%

(1)
Participating
Customer
Component
Represented by
C&I Participating
Customers
= AxCxE
2.33%
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(2)
Participating
Customer
Component
Represented by
Residential
Participating
Customers
= BxDxE
0.93%

(3)
Utility Cost
Component
= AxF
2.13%

CIP Utility
Discount Rate
= (1) + (2) +(3)
5.39%

A
B
C
D
E
F

Greater Minnesota Gas

Values

Greater Minnesota Gas After-Tax WACC
Societal Discount Rate
C&I Percent of Spending
Residential % of Spending
% of Total CIP Costs that are Participants
% of Total CIP Costs that are Utility

6.76%
3.02%
54%
46%
67%
33%

(1)
Participating
Customer
Component
Represented by
C&I Participating
Customers
= AxCxE
2.45%
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(2)
Participating
Customer
Component
Represented by
Residential
Participating
Customers
= BxDxE
0.93%

(3)
Utility Cost
Component
= AxF
2.23%

CIP Utility
Discount Rate
= (1) + (2) +(3)
5.61%

A
B
C
D
E
F

Great Plains

Values

Great Plains After-Tax WACC
Societal Discount Rate
C&I Percent of Spending
Residential % of Spending
% of Total CIP Costs that are Participants
% of Total CIP Costs that are Utility

7.03%
3.02%
54%
46%
67%
33%

(1)
Participating
Customer
Component
Represented by
C&I Participating
Customers
= AxCxE
2.54%
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(2)
Participating
Customer
Component
Represented by
Residential
Participating
Customers
= BxDxE
0.93%

(3)
Utility Cost
Component
= AxF
2.32%

CIP Utility
Discount Rate
= (1) + (2) +(3)
5.79%

A
B
C
D
E
F

MERC

Values

MERC After-Tax WACC
Societal Discount Rate
C&I Percent of Spending
Residential % of Spending
% of Total CIP Costs that are Participants
% of Total CIP Costs that are Utility

6.70%
3.02%
54%
46%
67%
33%

(1)
Participating
Customer
Component
Represented by
C&I Participating
Customers
= AxCxE
2.42%
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(2)
Participating
Customer
Component
Represented by
Residential
Participating
Customers
= BxDxE
0.93%

(3)
Utility Cost
Component
= AxF
2.21%

CIP Utility
Discount Rate
=(1) + (2) +(3)
5.57%

A
B
C
D
E
F

Minnesota Power

Values

Minnesota Power After-Tax WACC
Societal Discount Rate
C&I Percent of Spending
Residential % of Spending
% of Total CIP Costs that are Participants
% of Total CIP Costs that are Utility

6.47%
3.02%
54%
46%
67%
33%

(1)
Participating
Customer
Component
Represented by
C&I Participating
Customers
=
AxCxE
2.34%
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(2)
Participating
Customer
Component
Represented by
Residential
Participating
Customers
= BxDxE
0.93%

(3)
Utility Cost
Component
= AxF
2.14%

CIP Utility
Discount Rate
=(1) + (2) +(3)
5.41%

A
B
C
D
E
F

Otter Tail

Values

Otter Tail After-Tax WACC
Societal Discount Rate
C&I Percent of Spending
Residential % of Spending
% of Total CIP Costs that are Participants
% of Total CIP Costs that are Utility

6.77%
3.02%
54%
46%
67%
33%

(1)
Participating
Customer
Component
Represented by
C&I Participating
Customers
=
AxCxE
2.45%
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(2)
Participating
Customer
Component
Represented by
Residential
Participating
Customers
= BxDxE
0.93%

(3)
Utility Cost
Component
=AxF
2.23%

CIP Utility
Discount Rate
=(1) + (2) +(3)
5.61%

A
B
C
D
E
F

Xcel Electric

Values

Xcel Electric After-Tax WACC
Societal Discount Rate
C&I Percent of Spending
Residential % of Spending
% of Total CIP Costs that are Participants
% of Total CIP Costs that are Utility

6.43%
3.02%
54%
46%
67%
33%

(1)
Participating
Customer
Component
Represented by
C&I Participating
Customers
=
AxCxE
2.33%
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(2)
Participating
Customer
Component
Represented by
Residential
Participating
Customers
= BxDxE
0.93%

(3)
Utility Cost
Component
= AxF
2.12%

CIP Utility
Discount Rate
=(1) + (2) +(3)
5.38%

A
B
C
D
E
F

Xcel Gas

Values

Xcel Gas WACC
Societal Discount Rate
C&I Percent of Spending
Residential % of Spending
% of Total CIP Costs that are Participants
% of Total CIP Costs that are Utility

6.38%
3.02%
54%
46%
67%
33%

(1)
Participating
Customer
Component
Represented by
C&I Participating
Customers
=
AxCxE
2.31%
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(2)
Participating
Customer
Component
Represented by
Residential
Participating
Customers
= BxDxE
0.93%

(3)
Utility Cost
Component
= AxF
2.11%

CIP Utility
Discount Rate
=(1) + (2) +(3)
5.34%

APPENDIX G. 1/09/2020 COMMENTS BY INTERESTED PARTIES ON PROPOSED DECISION
By the end of the updated Proposed Decision’s comment period on January 9, 2020, the Department
received comments from Center for Energy and Environment, CenterPoint Energy, Great Plains Natural
Gas, Minnesota Energy Resources Corporation, Minnesota Power, Otter Tail Power, and Xcel Energy.
1. Center for Energy and Environment (CEE) Comments
Main Recommendations
•

CEE thanks the Department for continuing conversations with parties. The continued
stakeholder discussions have been informative and productive in increasing stakeholders’
collective understanding of cost-effectiveness issues, building alignment around potential
changes to CIP cost-effectiveness tests, and the process going forward to further explore CIP
cost-effectiveness practices.

•

However, CEE believes that the Proposed Decision will undervalue energy efficiency, resulting in
utilities under investing in energy efficiency. CEE recommends the following changes the
Proposed Decision be applied to the Deputy Commissioner’s final Decision.
o Update the approved societal discount rate value, using the average U.S. Treasury’s 20year constant maturity rate between January 2, 2019 and December 31, 2019, (equal to
2.40%).
o Adopt Xcel Energy’s proposed methodology for the CIP utility cost test by requiring
electric utilities to levelize the avoided proxy power plant using the utility’s WACC to
develop the nominal stream of costs as inputs to the CIP cost-effectiveness test, and
requiring all utilities to use the 2019 average U.S. Treasury’s 20-year constant maturity
rate as the discount rate applied to the CIP utility cost test.
o If the Department decides to implement its proposed compromise discount rate
approach, CEE asks that the Decision be limited to the 2021–2023 CIP Triennium, and
that the Department state that it plans to use the U.S. Treasury’s 20-year constant
maturity rate for the CIP utility cost test for CIP triennial plans beyond 2023.

Continued Exploration of the CIP Cost-Effectiveness Framework
•

CEE supports the formation of a Cost-Effectiveness Advisory Panel as well as the scope and
schedule put forth in the December 18, 2019, Proposed Decision for the continued exploration
of long-term CIP cost-effectiveness issues.

Discount Rate Applied to the Societal Cost Test
•

In the December 18, 2019, Proposed Decision, staff recommend that the Deputy Commissioner
formally require that electric and gas utilities apply the approved SDR to the CIP SCT. CEE
applauds this recommendation and thanks Department staff. CEE believes that explicitly
addressing this point in the Deputy Commissioner’s Decision in this docket will result in more
consistent and comparable use of the CIP societal cost test by Minnesota’s utilities.
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•

CEE recommends, however, that the Department update the SDR to reflect more current U.S.
Treasury 20-year constant maturity rate data, using data for 2019. The average U.S. Treasury’s
20-year constant maturity rate between January 2, 2019, and December 31, 2019 is 2.40. CEE
notes that this is more than a 10 percent change in the societal discount rate approved in the
May 20, 2019, Decision to this docket, which was the Deputy Commissioner’s threshold
difference for allowing updates to the approved utility avoided costs.

Discount Rate Applied to the Utility Cost Test
•

In the December 18, 2019, Proposed Decision, staff recommend that the Deputy Commissioner
approve a discount rate of 5.77 percent to be applied to the CIP UCT. CEE appreciates that this
recommendation reflects a compromise from the Department’s initial position, which was to
continue to use the utilities’ WACC for the CIP UCT. Applying a lower discount rate than the
WACC to the CIP UCT will better reflect the value of energy efficiency, especially long-lived
energy efficiency measures.

•

CEE continues to believe that Department staff’s proposed discount rate for the UCT is still too
high and understates the value and benefits of energy savings, especially long-lived energy
savings. If approved, this compromise rate would incorrectly portray some cost-effective energy
efficiency measures and programs as non-cost-effective. As a result, utilities would likely under
invest in energy efficiency and over invest in more expensive supply-side resources, increasing
energy costs for utility customers as well as greenhouse gas emissions.

•

CEE has concerns with the underlying methodology used to derive staff’s proposed UCT discount
rate.
o The UCT, as defined in staff’s Proposed Decision and in the NSPM, is intended to reflect
the “perspective of only the utility system.” Customer investments in energy efficiency
are outside of the utility system and provide the customer a range of customer benefits
that also exist outside of the utility system — and importantly, are not included in the
UCT. The customers’ discount rate should be captured through the CIP participant cost
test, not the CIP utility cost test.
o CEE also believes that the discount rates staff selected for the three entities — the
utility, commercial and industrial customers, and residential customers — may be illmatched. For instance, we know of no reason that the commercial and industrial
customer class, which includes a broad range of organizations and entities, would have a
discount rate equal to that of the utility WACC.

•

The stakeholder process produced near-consensus around a methodology proposed by Xcel on
the appropriate application of discount rates for the CIP UCT. Xcel proposed a methodology that
accounts for both the utilities’ WACC as it applies to supply side resources — specifically the
avoided proxy plant — as well as the low-cost, low-risk nature of energy efficiency investments
made through CIP. The method applies the utility’s WACC to levelize the avoided proxy plant
and create a nominal stream of costs as inputs for CIP cost-effectiveness tests. Xcel Energy then
proposed that the SDR (defined as the U.S. Treasury’s 20-year constant maturity rate) be used to
discount the nominal stream of avoided costs within the CIP UCT. CEE supports Xcel Energy’s
proposal as it acknowledges the differing costs and risk profiles associated with different types
of energy resources.
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•

By the final stakeholder meeting before staff’s Proposed Decision, all of the electric IOUs stated
that they no longer had concerns about using the U.S. Treasury’s 20-year constant maturity rate
— the current SDR — in the CIP UCT and supported Xcel proposal. There was broad agreement
among all stakeholders that, with the definition of the UCT included in staff’s Proposed Decision,
the U.S. Treasury’s 20-year constant maturity rate is the appropriate discount rate to be used
within the CIP UCT.

•

If, the Department decides to implement its compromise discount rate approach, CEE urges that
the Decision be limited to the 2021–2023 Triennium, and that the Department state that it plans
to use the U.S. Treasury’s 20-year constant maturity rate as the discount rate for the CIP UCT for
CIP triennial plans beyond 2023. Sending this signal in tandem with approving the interim,
compromise methodology will demonstrate that the Department recognizes the benefits of
applying the U.S. Treasury’s 20-year constant maturity rate as the discount rate for the CIP UCT,
and give parties time to adjust to using that discount rate or raise strong arguments against
doing so as part of the work of the Cost-Effectiveness Advisory Panel.

Disconnect Between CIP and Resource Planning
• On page 16 of the Department’s Proposed Decision, staff notes that they are concerned about
the impact that a significant change to the discount rate applied to the CIP UCT could have on
the evaluation of integrated resource plans.
•

Though both CIP and resource planning are certainly interrelated, they are not analogous. CEE
fears that focusing too heavily on maintaining similarity on a single input to these evaluations (in
this case, the discount rate) loses sight of the different roles of these processes and the
significant and important differences in the analyses conducted through the two processes.
From our perspective, using different discount rates in the two disparate processes should not
be a significant cause for concern.

•

CEE notes that there is already a significant disconnect between the resource evaluation
conducted through the utility resource planning process and the CIP UCT, in terms of both
inputs and structure.
o The resource evaluation conducted through the resource planning process uses a
dynamic, capacity expansion model that estimates resource needs overtime using longterm load forecasts and then compares a suite of energy resource options and
associated costs to meet resource needs. Importantly, the integrated resource plan
evaluation includes the costs of environmental externalities associated with different
energy resource options.
o The UCT uses a “snapshot” approach, comparing the costs of energy efficiency to that of
a proxy power plant resource, levelized for a given year, and the utilities’ current and
planned marginal energy costs. The CIP UCT does not include consideration of the costs
of environmental externalities.

•

CEE believes that it is reasonable for CIP and resource planning to take different approaches to
resource evaluation. The processes serve different purposes and roles in Minnesota’s utility
regulatory framework.
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o
o

CIP cost-effectiveness testing intends to determine and inform the efficiency resource
acquisition process — the types of energy efficiency measures and programs that
utilities pursue and the level of energy savings that utilities achieve.
The resource planning process is a planning process to determine the mix and types of
long-term energy resources utilities procure and the appropriate size of those resources.

Updated Electric Avoided Costs
• CEE looks forward to continuing to collaborate to explore opportunities for potential
improvements and greater transparency in avoided cost values.
2. CenterPoint Energy (CPE) Comments
•

CPE agrees with the Department’s recommendation 1a. that would “formally require that
the electric and gas investor owned utilities use the societal discount rate in the societal
test.”

•

CPE does not have any new comments on the Department’s recommendation 1b. that
would “require the IOUs to apply the CIP utility discount rate equal to 5.77 percent in the
UCT.”

•

With regards to CPE’s CIP, the Company has one correction to data shown in the
Attachment Y table. CIP spending on residential customers appears to be based on summing
the Company’s spending in the residential and low-income customer segments. However,
the Company’s low-income segment includes the Low-Income Multifamily Housing Rebates
program that provides rebates for commercial multifamily properties. This program’s
spending was $126,115 and $60,979 for 2017 and 2018, respectively. To correct this error,
these spending amounts should be moved from residential customers to commercial
customers in attachment table Y.

•

The Department’s recommendation 1c. would adopt the NSPM’s definition of the UCT for
the purpose of CIP only. CPE does not have any further comments on this definition and
appreciates that the Department clearly delineates this definition of the utility system from
other regulatory processes such as those related to determining revenue requirements.

•

CPE has reviewed and does not have further comments about the initial scope of costeffectiveness issues to be reviewed in 2021-2024 as defined in the Department’s
recommendation 4.

3. Great Plains Natural Gas (GP) Comments
•

GP has no issue with using the SDR in the SCT to in analyzing the cost effectiveness of CIP
programs in the next triennium.
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•

GP also has no issue with utilizing the proposed weighted "CIP Utility Discount Rate" of 5.77
percent in the UCT for the purposes of CIP cost-effectiveness testing.

4. Minnesota Energy Resources Corporation (MERC) Comments
•

In the Proposed Decision, Staff recommends that utilities be required to use a weighted “CIP
Utility Discount Rate” of 5.77 percent for the UCT for the purposes of CIP cost-effectiveness
testing only. While MERC has no corrections or recommendations related to Staff’s calculation
of the CIP Utility Discount Rate, MERC agrees with Staff’s recommendation that the use of the
new discount rate should be limited to CIP cost-effectiveness testing only (i.e. not for modelling
energy efficiency in Integrated Resource Plans or for estimating the impact to revenue
requirements).

•

In addition to the discount rate, Staff also outlines a scope of cost-effectiveness issues to
explore in the future. MERC looks forward to continued engagement with Staff and stakeholders
in exploring these long-term cost-effectiveness issues in coordination with the proposed CostEffectiveness Advisory Committee leading up to the 2024-2026 CIP Triennial.
5. Minnesota Power (MP) Comments

•

MP supports the recommended updated determinations related to gas and electric 2021-2023
CIP Triennial cost-effectiveness assumptions below, with the following specific comments:

•

Comments on the Cost-Effectiveness Test Discount Rates:
o MP does not oppose the 5.77 percent discount rate proposed by the Department for
use in the 2021-2023 Triennial.
o However, MP believes there is value in continuing the discount rate conversation as part
of the proposed process to explore long-term cost-effectiveness issues, to ensure
appropriate vetting of use of the discount rate.
o MP would also like to emphasize that this method is only intended for the purpose of
valuing energy efficiency in the context of CIP and should not be considered appropriate
for resource planning purposes. Resource planning processes and modeling are
fundamentally different to the analysis used for evaluating CIP cost-effectiveness.
o In the calculations of the CIP Utility Discount Rate, MP suggests the following
corrections to the tables that detail the calculation in the appendices:
 Attachment Y Calculation Tables: change the title of the last column from “Utility $
as % of Total $” to “C&I $ as % of Total $”
 Attachment Z Calculation Tables: change input C from “% of Participants that are
C&I” to “C&I % of Spending”
 Attachment Z Calculation Tables: change input D from “% of Participants that are
Residential” to “Residential % of Spending”

•

Comments on the Transparency of Electric Avoided Costs:
o MP maintains that both state and federal law have consistently allowed for the trade
secret designation of avoided capacity costs.
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6. Otter Tail Power (OTP) Comments
•

•

OTP appreciates the time and thought the Department has devoted to this multifaceted issue.
OTP does not oppose using the Department’s proposed 5.77 percent weighted discount rate for
the 2021-2023 CIP Triennial.
OTP believes the reasons for using the SDR supported by Center for the Energy and Environment
and Xcel have merit and should be considered more. OTP looks forward to participating in
future discussions on this important issue to determine the appropriate discount rate for the
Utility Cost Test.
7. Xcel Energy (Xcel) Comments

•

POTENTIAL RECOMMENDATIONS AND REVISIONS RELATED TO STAFF’S CALCULATION OF THE
CIP UTILITY DISCOUNT RATE
o Xcel reiterates here that the 3.02% SDR should be applied to all costs and benefits for all
tests, including the CIP Utility Discount Rate. Not doing so undervalues demand side
management (DSM) measures and programs with long-term energy savings and
inappropriately disincentivizes utilities to provide some of those DSM measures.
o Further, the objectives and treatment of DSM in integrated resource planning and CIP
filings are different which necessitates different discount rates rather than a blending of
discount rates.
o If Xcel’s recommended approach is not adopted, Xcel would suggest that the WACC for
each utility be used in the calculation of the CIP Utility Discount Rate, rather than an
assumed rate of 7 percent applied to all utilities.

•

SOCIETAL DISCOUNT RATES SHOULD BE APPLIED TO ALL COSTS AND BENEFITS TESTS
o The Proposed Decision recommends requiring use of the 3.02% SDR for the SCT and
using a calculated 5.77 percent CIP Utility Discount rate used in the UCT.
o However, Xcel continues to believe that the compromise still represents an inconsistent
signal to utilities for which type of DSM measures should be included in their CIP
Portfolios, and is out of alignment with the recommendations in Synapse’s Costeffectiveness CARD Study that precipitated this very discussion.
o The proposal attempts to blend resource planning objectives into CIP filings. Xcel
believes that the current resource planning process is separate and has different
objectives than the CIP Filings, necessitating different discount rates between the filings
rather than a blended rate.
o Xcel restates its support of the Synapse study recommendation that the SDR should be
used as the discount rate for all CIP tests as it is a more appropriate treatment than the
compromise of the two discount rates applied in CIP filings.
•

Inconsistent Policy Signal
o The UCT net benefits have historically been used in the CIP Incentive Mechanism to
incent utilities to include DSM measures that provide the greatest value to
customers.
o The difference in value for a 5-yr DSM measure compared to a 20-yr measure when
using the higher discount rates is not large at 5 percent. However, for a 20-yr DSM
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o

measure, the higher discount rate produces a 20 percent reduction in net present
value. The increase in value for long-lived measures attained by using the lower SDR
aligns with the recommendations in the potential study completed in 2018, which
identified lifetime energy savings as a policy priority for CIP. Choosing to apply the
SDR for all measures, including the UCT, will have this direct effect.
There are other differences between the SCT and the UCT including treatment of
participant impacts and utility rebates, but the increasing difference in net present
value of benefits at higher lifetimes, increases the likelihood that measures that
produce the greatest lifetime savings may pass the SCT but produce negative UCT
benefits. This produces an inconsistent policy signal for DSM measures and results
in a disincentive to utilities to include DSM measures that only pass the SCT.

•

Mis-Alignment with CARD Study Recommendations
o The Synapse Study commissioned by the Department determined that the goal of the
cost-benefit analysis is to maximize the net benefits to customers. It has also been
demonstrated in the docket that all costs and benefits in the UCT are ultimately realized
by customers. This suggests that the impacts to customers is the singular, overriding
policy objective of CIP, arguing for use of the 3.02% SDR for all tests in CIP filings.

•

Separation between Resource Planning and CIP Filings
o The proposed CIP Utility Discount Rate calculation attempts to compromise by balancing
two separate objectives.
 The first, accomplished through the CIP Triennial Plan and subsequent Status
Reports filings, is determining the DSM measures to be included in the portfolio
and the performance of actual achievements.
 The second is the objective of Integrated Resource Plans (IRP) filings and
determination of the most cost-effective long-term level of DSM to be pursued
by treating DSM as a resource.
 While both of these filings deal with DSM, the objectives are separate, and a
hybrid discount rate does not adequately serve either. IRP filings cannot
effectively perform cost-benefit analysis of individual DSM measures or actual
achievements and CIP Triennial Plans have not been used historically to
determine the most cost-effective long-term level of DSM. These differences
necessitate different net present valuing of DSM through different discount
rates, with the WACC applied in the IRP filings when being compared to other
utility resource options, and the SDR being applied in the CIP filings to
determine impact to customers.

•

PROCESS FOR DETERMINING THE UTILITY DISCOUNT RATE
o If Xcel’s recommended approach is not adopted, the Company requests that the WACC
for each utility be used in the calculation of the CIP Utility Discount Rate, rather than an
assumed rate of 7 percent applied to all utilities.
o Each investor-owned utility has an approved WACC through electric or gas rate cases.
These WACC values are in a range around 7 percent but may differ somewhat from that
rate. As the discount rate has a significant impact on portfolio cost-effectiveness and net
benefits, use of the actual approved WACC for each utility would provide a more
accurate measure of the conditions at each utility.
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APPENDIX H. APPROVED INPUTS TO BENCOST FOR NATURAL GAS INVESTOR-OWNED
UTILITES’ 2021-2023 CONSERVATION IMPROVEMENT PROGRAM TRIENNIUM
February 11, 2020
The Deputy Commissioner approves the attached Inputs to BENCOST for the Natural Gas IOU’s 20212023 CIP Triennium. For reference, the table below compares the approved values from the 2017-2019
Inputs to BENCOST and the values contained in this Decision’s 2021-2023 Inputs to BENCOST.

General Inputs
Gas Escalation Rate (%)
Non-Gas Escalation Rate (%)
Commodity Cost ($/Dth)
Peak Reduction Factor (%)
Non-Gas Fuel Cost ($/fuel unit)
Non-Gas Fuel Loss Factor (%)
Gas Environmental Damage Factor
($/Dth)
Non-Gas Environmental Damage
Factor ($/MWh)
GDP Escalation Rate (%)
Participant Discount Rate (%)
Societal Discount Rate (%)
CIP Utility Discount Rate (%)

2017-2019 BENCOST Inputs
4.0%
3.22%
$4.27
1.0%
$21.53
5.28%

2021-2023 BENCOST Inputs
4.69%
3.59%
$3.25
1.0%
$26.57
7.70%

$0.38/Dth

$2.07/Dth

$23.22/MWh

$19.84/MWh

2.16%
2.55% (for residential
customers)
2.55%
Utility’s Weighted Average
Cost of Capital

2.3%
3.02% (for residential
customers)
3.02%
CIP Utility Discount Rate
(See Input 12)

85 7th Place East - Suite 280 - Saint Paul, MN 55101 | P: 651-539-1500 | F: 651-539-1547
mn.gov/commerce
An equal opportunity employer

APPROVED INPUTS TO BENCOST FOR NATURAL GAS INVESTOR-OWNED UTILITES’
2021-2023 CONSERVATION IMPROVEMENT PROGRAM TRIENNIUM
The inputs necessary to run the 2021-2023 INPUTS TO BENCOST FOR GAS IOUs (BENCOST) model are
listed below. Following this list, Staff of the Minnesota Department of Commerce, Division of Energy
Resources (Staff) provide a description and the source(s) for each of the inputs.
I. General Inputs
Retail Rate ($/Dth)
Non-Gas Fuel Retail Rate ($/Fuel Unit)
Commodity Cost ($/Dth)
Demand Cost ($/Dth/Yr)
Peak Reduction Factor (%)
Variable O&M ($/Dth)
Non-Gas Fuel Cost ($/Fuel Unit)
Non-Gas Fuel Loss Factor (%)
Gas Environmental Damage Factor ($/Dth)
Non-Gas Fuel Environmental Damage Factor ($/MWh)
Participant Discount Rate (%)
CIP Utility Discount Rate (%)
Societal Discount Rate (%)
General Input Data Year
Project Analysis Year
Escalation Rate (%)

II. Specific Project Inputs
Utility Project Costs ($)
Direct Participant Project Costs ($/Participant)
Participant Non-Energy Costs (Annual $/Part)
Participant Non-Energy Savings (Annual $/Part)
Project Life (Years)
Avg. Dth/Participant Saved
Avg. Non-Gas Fuel Units/Part. Saved
Avg. Additional Non-Gas Fuel Units/Part. Used
Number of Participants
Total Annual Dth Saved
Incentive/Participant

As outlined in the table above, general data inputs are either directly specified by Staff or are utility
specific; they are used in analyzing all direct impact CIP projects. By contrast, the specific project data
inputs may vary from project to project. A description of the data for each BENCOST input follows.

I.

GENERAL INPUTS

Input 1

The Retail Rate ($/Dth): The natural gas rate for the specific customer class or classes
(i.e., commercial, industrial, or residential) that are expected to participate in the
project. The Retail Rate is calculated by adding the following:
•

the utility’s currently approved tariffed non-natural gas margin in the
customer class that is expected to participate in a project (or a weighted
average non-natural gas margin if more than one customer class is expected
to participate in the project), which is on file with the Department of
Commerce;

•

the Commodity Cost of $3.25/Dth, which is described below in Input No. 3;
and

•

the per Dth Demand Cost from the utility's March 2019 Purchased Gas
Adjustment (PGA) filing, as described below in Input No. 4.
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The Retail Rate does not include the annual true-up adjustment or the annual
Conservation Cost Recovery Adjustment, if applicable. Each utility must identify and
fully explain in its CIP filing all calculations and underlying assumptions (including
references to any supporting documents) used in determining the non-gas margin and
demand cost components of this input.
The Retail Rate is multiplied by the Annual Escalation Rate of 4.69 percent. Staff
calculated the Annual Escalation Rate of 4.69 percent using the average percent change
in the price of natural gas between 2018 through 2022 to all users in the West North
Central Region as estimated in the Energy Information Administration’s December 2018
Annual Energy Outlook .
Input 2

The Non-Gas Fuel Retail Rate ($/Fuel Unit): The estimated non-natural gas (e.g.,
electricity) retail rate for the specific customer class or classes (i.e., commercial,
industrial, or residential) that is or are expected to participate in a project, if applicable.
If this input is an electric retail rate, it should be based on a tariffed rate for the
customer class that is expected to participate in a project (or a weighted average retail
rate if more than one customer class is expected to participate in a project). Each utility
that chooses to use this input must identify and fully explain in its CIP filing all
calculations and underlying assumptions (including references to any supporting
documents) used to calculate the Non-Gas Fuel Retail Rate.
The Non-Gas Fuel Retail Rate is multiplied by an Annual Escalation Rate of 3.59 percent.
This rate was developed using a projected price index entitled “Chained price index-household electricity” for the period 2020 through 2048 which was provided by the
Minnesota Management & Budget (Budget).

Input 3

The Commodity Cost ($3.25/Dth): The weighted average of CenterPoint Energy, Great
Plains Gas, Greater Minnesota Gas, Minnesota Energy Resources Corporation, and Xcel
Energy’s purchased gas adjustments (i.e. weighted average cost of gas) from January
2017 through December 2018, weighted by each utility’s gas sales to non-exempt
customers.
The Commodity Cost input is also multiplied by the Annual Escalation Rate of 4.69
percent, which is described above in Input No. 1.

Input 4

The Demand Cost ($/Dth/Year): The estimated annual fixed demand costs that the
utility would save from buying one fewer Dth of demand services.
The source for this figure is the utility’s March 2019 PGA, which reflects the demand
costs from that peaking season. Each utility must identify and fully explain in its CIP
filing all calculations and underlying assumptions used in determining this input.
The Demand Cost is multiplied by the Annual Escalation Rate of 4.69 percent, which is
described above in Input No. 1.
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Input 5

The Peak Reduction Factor (1 percent): The estimated average annual effect of the
project on system peak. The factor is presented as the percent of energy savings
occurring on peak, which is estimated at one percent for most projects.

Input 6

Variable O&M ($/Dth): The variable costs, other than fuel and purchased energy costs,
that are included as expenses in delivering energy to the end use consumer.
For utilities that have flexible rate tariffs, Variable O&M is the minimum transportation
flexible rate, which is generally based on the utility’s best estimate of variable costs.
Each utility must fully explain how it determines the Variable O&M input.
This cost is multiplied by the Annual Escalation Rate of 4.69 percent, which is described
above in Input No. 1.

Input 7

The Non-Gas Fuel Cost ($26.57/Fuel Unit): Used to project society’s avoided or
increased costs of non-natural gas fuels (e.g., electricity) associated with participation in
a natural gas CIP project, if applicable.
Staff calculated an average cost of $26.57/MWh, equal to the average of daily average
locational marginal prices (LMP) at the Minnesota Hub from January 1, 2018 to
December 31, 2018 using data from Midwest Independent System Operator (MISO).
This cost is multiplied by the Annual Escalation Rate of 3.59 percent, which is described
above in Input No. 2.
At this time, Staff are not issuing a proxy for electric transmission and distribution costs.
If a utility wishes to propose such costs, or if a utility wishes to propose non-natural gas
fuel costs other than those associated with electricity, it must identify and fully explain
in its CIP filing all calculations and underlying assumptions (including references to any
supporting documents) used in determining such a proposed cost amount.

Input 8

The Non-Gas Fuel Loss Factor (7.70 percent): The line losses associated with electric
transmission and electric distribution line losses associated with participating in a
natural gas CIP project, if applicable.
Staff used the weighted average of the most recent loss factors reported by Minnesota
Power, Xcel Energy, and Otter Tail Power, weighted by their 2013-2015 average retail
sales, to arrive at a Non-Gas Fuel Loss Factor of 7.70 percent. 26

Input 9

The Gas Environmental Damage Factor ($2.07/Dth): The long-term “external” cost to
society and the environment of burning natural gas.
The factor is calculated using the median range of the final metropolitan fringe
environmental cost values approved by the Minnesota Public Utilities Commission
27
(Commission) for carbon dioxide (CO2), sulfur dioxide (SO2), fine particulate matter
(PM2.5), carbon monoxide (CO), nitrogen oxides (NOx), and lead (Pb); along with

26
27

January 14, 2019, CIP 2020-2022 Cost-effectiveness Information Requests, Docket No. E999/CIP-18-783.
January 3, 2018, Order Updating Environmental Cost Values, Docket No. E-999/CI-14-643.
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estimated natural gas emission factor (or factors) for each emission provided by the
28
Environmental Protection Agency. For CO2, Staff used a median value of $25.76/ton in
2020 from the Commission’s January 3, 2018 Order Updating Environmental Cost
Values.
The Gas Environmental Damage Factor is reported in 2020 dollars, which Staff
calculated by inflating the Commission’s approved dollar per ton environmental cost
values using an Annual Escalation Rate of 2.3 percent, which is described below.
The Gas Environmental Damage Factor is multiplied by an Annual Escalation Rate of 2.3
percent. Staff calculated an Annual Escalation Rate of 2.3 percent by applying an
exponential fit to a projected price index (for the period 2020 through 2048) entitled
“Chained Price Index-Gross Domestic Product,” as provided to Commerce by Budget.
Input 10

The Non-Gas Fuel Environmental Damage Factor ($19.84/MWh): The long-term
“external” cost to society and the environment of generating electricity.
The factor is calculated using the median range of the final metropolitan fringe
environmental cost values approved by the Minnesota Public Utilities Commission
29
(Commission) for carbon dioxide (CO2), sulfur dioxide (SO2), fine particulate matter
(PM2.5), carbon monoxide (CO), nitrogen oxides (NOx), and lead (Pb); along with
estimated 2016 emission factor (or factors) for each emission provided by the
Environmental Protection Agency 30 and the Minnesota Pollution Control Agency. 31 For
CO2, Staff used a median value of $25.76/ton in 2020 from the Commission’s January 3,
2018 Order Updating Environmental Cost Values.
The Non-Gas Environmental Damage Factor is reported in 2020 dollars, which Staff
calculated by inflating the Commission’s approved dollar per ton environmental cost
values using an Annual Escalation Rate of 2.3 percent, which is described below.
The Non-Gas Environmental Damage Factor is multiplied by an Annual Escalation Rate
of 2.3 percent. Staff calculated an Annual Escalation Rate of 2.3 percent by applying an
exponential fit to a projected price index (for the period 2020 through 2048) entitled
“Chained Price Index-Gross Domestic Product,” as provided to Commerce by Budget.
If a utility proposes to use an environmental damage factor associated with a type of
fuel other than electricity, it must identify and fully explain in its CIP filing all calculations
and underlying assumptions (including references to supporting documents) used in
determining this input.

28

AP-42, Fifth Edition, Compilation of Air Pollutant Emission Factors, Volume I: Stationary Point and Area Sources.
January 3, 2018, Order Updating Environmental Cost Values, Docket No. E-999/CI-14-643.
30
February 15, 2018, Emissions & Generation Resource Integrated Database 2016 (eGRID). Environmental
Protection Agency. <https://www.epa.gov/energy/emissions-generation-resource-integrated-database-egrid>.
31
2016 Permitted Facility Air Emissions Data. Minnesota Pollution Control Agency.
<https://www.pca.state.mn.us/air/permitted-facility-air-emissions-data>.
29
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Input 11

The Participant Discount Rate (percent): For residential customers is equal to the
Societal Discount Rate of 3.02 percent, as discussed below in Input No. 13. Such a
discount rate would reflect a residential customer’s likely opportunity costs (i.e., the
return on investment that a residential customer would likely give up in order to invest
in CIP).
The Participant Discount Rate for commercial and industrial customers is equal to the
utility’s after-tax weighted cost of capital as approved in the utility’s most recent rate
case. Although this discount rate may be lower than the actual discount rate for a
particular commercial/industrial customer, it represents an attempt to reflect in a
simple manner a reasonable estimate of a business customer’s opportunity costs.

Input 12

The CIP Utility Discount Rate (percent): The discount rate used in the Utility Cost Test to
value, in current dollars, the future stream of utility system benefits and costs (excluding
benefits resulting from avoided environmental damage, as discussed above in Input No.
9) resulting from a conservation investment.
The CIP Utility Discount Rate is based on the theory that CIP investments are funded by
both the utility and the ratepayers that participate in CIP. Utilities invest money in CIP
programs and customer participants pay incremental costs. The future benefits of
energy savings come from the avoided costs resulting from the customer and utility
investments.
The gas IOUs shall apply the following utility-specific CIP Utility Discount Rates in the
Utility Cost Test for the purposes of 2021-2023 CIP cost-effectiveness testing:
Xcel Gas: 5.34 percent
CenterPoint: 5.39 percent
MN Energy Resources: 5.57 percent
Greater MN Gas: 5.61 percent
Great Plains: 5.79 percent
For details about how the CIP Utility Discount Rate is calculated, see pages 21-22 of the
Deputy Commissioner’s Decision – In the Matter of CIP Gas and Electric Utilities 20212023 Cost-Effectiveness Review. February 11, 2020. Docket Nos. G999/CIP-18-782,
E999/CIP-18-783.

Input 13

The Societal Discount Rate (3.02 percent): The discount rate used in the Societal Cost
Test to value, in current dollars, the future stream of societal benefits and costs
resulting from a conservation investment.
The Societal Discount Rate is calculated using the United States Department of the
Treasury’s (Treasury) 20-year Constant Maturity (CMT) Rate, which averaged 3.02
percent between January 02, 2018 through December 31, 2018.
The Treasury’s 20-year Daily CMT Rate captures the market's expectations regarding
inflation, along with a small risk factor. At this time, Staff conclude that a rate including
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inflation expectations and a small risk factor is a reasonable method for estimating a
social discount rate for externalities.
Input 14

The General Input Data Year for the 2021-2023 benefit/cost analysis is 2020.

Input 15

Project Analysis Year: Year 1 is 2021, Year 2 is 2022, Year 3 is 2023
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II.

SPECIFIC PROJECT INPUTS

Input 16

The Utility Project Costs: The sum of all of the utility’s estimated project costs.
Examples of these costs include administrative and operating costs and incentive costs
paid to the participant.

Input 17

Direct Participant Costs ($/Participant): The incremental “out-of-pocket” expenses that
the participant would pay to install the conservation measure. For example, the cost to
a customer to install a high efficiency furnace is the difference in installation costs
between high efficiency equipment and equipment that meets code.
This input is not reduced by the amount of any rebate that the utility will provide to the
participant through the CIP project. Each utility must identify and fully explain in its CIP
filing all calculations and underlying assumptions used in determining this input.

Input 18

Participant Non-Energy Costs (Annual $/Participant): Each utility must identify and
fully explain in its CIP filing all calculations and underlying assumptions used in
determining this input.
This figure is entered as an annual cost and is escalated at the Annual Escalation Rate of
2.3 percent described in Input No. 9 above.

Input 19

Participant Non-Energy Savings (Annual $/Participant): This figure is entered as an
annual benefit and is escalated by the Annual Escalation Rate of 2.3 percent described
above in Input No. 9.

Input 20

The Project Life: The expected lifetime of a particular energy conservation measure,
expressed in number of years.
The project life used in the BENCOST model is based on specific energy conservation
measures. Projects with expected lives shorter than 20 years use lower figures. Each
utility must show the reasonableness of its expected lifetime for a particular energy
conservation measure or project. In most cases, the maximum life used is limited to 20
years for the following reasons:
a)
b)
c)
d)

Input 21

benefits are more uncertain the further out in time the model is extended;
benefit streams diminish further out in time and have lesser effects on costeffectiveness than more current years;
the further out in time the model is extended, the more uncertain it
becomes that current ratepayers, who are funding CIP, receive the full
benefits of CIP; and
if a project cannot pay for itself within 20 years, ratepayers should instead
be funding other, more cost effective projects.

The Average Dth/Participant Saved: The estimated annual amount of Dth saved from
the energy conservation measure. Each utility must identify and fully explain in its CIP
filing all calculations and underlying assumptions used in determining this input.
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Input 22

The Average Non-Gas Fuel Units/Participant Saved: The estimated amount of nonnatural gas fuel (e.g., electricity) saved per participant in a project.
Each utility that includes such fuel savings must identify and fully explain in its CIP filing
all calculations and underlying assumptions (including references to any supporting
documents) used in determining this input.

Input 22a

The Average Additional Non-Gas Fuel Units/Participant Saved: The amount of nonnatural gas fuel (e.g., electricity) used per participant in a project.
Each utility that includes such fuel usage must identify and fully explain in its CIP filing all
calculations and underlying assumptions (including references to any supporting
documents) used in determining this input.

Input 23

The Number of Participants: The estimated number of participants based on the
utility’s expected market penetration levels, on past experience in a similar project, or
on marketing penetration studies for similar projects.

Input 24

The Total Annual Dth Saved: The total amount of savings projected for a year. The
savings are computed by the model by multiplying Input No. 23 by Input No. 21.

Input 25

The Incentive per Participant: The utility incentive costs identified in Input No. 16
divided by the Number of Participants identified in Input No. 23. This figure is computed
within the model.
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SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Arrowhead Economic
Opportunity Agency

Virginia,
MN
55792
Deborah

Knoll

dknoll@mnpower.com

Minnesota Power

30 W Superior St
Duluth,
MN
55802

Tina

Koecher

tkoecher@mnpower.com

Minnesota Power

30 W Superior St
Duluth,
MN
558022093

Kelly

Lady

kellyl@austinutilities.com

Austin Utilities

400 4th St NE
Austin,
MN
55912
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Last Name

Email

Erica

Larson

Martin

Lepak

Company Name

Address

Delivery Method

View Trade Secret

Service List Name

erica.larson@centerpointen CenterPoint Energy
ergy.com

505 Nicollet Avenue
P.O. Box 59038
Minneapolis,
Minnesota
55459-0038

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Martin.Lepak@aeoa.org

702 S 3rd Ave

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Arrowhead Economic
Opportunity

Virginia,
MN
55792
Nick

Mark

nick.mark@centerpointener CenterPoint Energy
gy.com

505 Nicollet Mall
Minneapolis,
MN
55402

Pam

Marshall

pam@energycents.org

Energy CENTS Coalition

823 7th St E
St. Paul,
MN
55106

Scot

McClure

scotmcclure@alliantenergy. Interstate Power And Light
com
Company

4902 N Biltmore Ln
PO Box 77007
Madison,
WI
537071007

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

John

McWilliams

John.McWilliams@Dairylan Dairyland Power
dPower.com
Cooperative

3200 East Ave SPO Box
817

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

33 South Sixth St Ste 4200 Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

No

SPL_SL__CIP SPECIAL
SERVICE LIST

La Crosse,
WI
54601-7227
Brian

Meloy

brian.meloy@stinson.com

STINSON LLP

50 S 6th St Ste 2600
Minneapolis,
MN
55402

David

Moeller

dmoeller@allete.com

Minnesota Power

30 W Superior St
Duluth,
MN
558022093

Andrew

Moratzka

andrew.moratzka@stoel.co Stoel Rives LLP
m

Minneapolis,
MN
55402
Carl

Nelson

cnelson@mncee.org

Center for Energy and
Environment

212 3rd Ave N Ste 560
Minneapolis,
MN
55401
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Electronic Service

First Name

Last Name

Email

Company Name

Samantha

Norris

samanthanorris@alliantene Interstate Power and Light
rgy.com
Company

Address

Delivery Method

View Trade Secret

Service List Name

200 1st Street SE PO Box
351

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Cedar Rapids,
IA
524060351
Audrey

Partridge

apartridge@mncee.org

Center for Energy and
Environment

212 3rd Ave. N. Suite 560
Minneapolis,
Minnesota
55401

Joyce

Peppin

joyce@mrea.org

Minnesota Rural Electric
Association

11640 73rd Ave N
Maple Grove,
MN
55369

Lisa

Pickard

lseverson@minnkota.com

Minnkota Power
Cooperative

5301 32nd Ave S
Grand Forks,
ND
58201

Bill

Poppert

info@technologycos.com

Technology North

2433 Highwood Ave
St. Paul,
MN
55119

Kathleen A

Prestidge

Kathy.Prestidge@stoel.co
m

Stoel Rives LLP

33 S 6th St Ste 4200
Minneapolis,
MN
55402

Dave

Reinke

dreinke@dakotaelectric.co
m

Dakota Electric Association 4300 220th St W
Farmington,
MN
55024-9583

Generic Notice

Residential Utilities Division residential.utilities@ag.stat Office of the Attorney
e.mn.us
General-RUD

1400 BRM Tower
445 Minnesota St
St. Paul,
MN
551012131

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Chris

Rustad

400 Robert St N Ste 1500

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

crustad@mnchamber.com

Minnesota Chamber of
Commerce

Saint Paul,
MN
55101
Christopher

Schoenherr

cp.schoenherr@smmpa.or
g

SMMPA

500 First Ave SW
Rochester,
MN
55902-3303
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First Name

Last Name

Email

Lauryn

Schothorst

lschothorst@mnchamber.c
om

Company Name

Address

Delivery Method

View Trade Secret

Service List Name

400 Robert St N Ste 1500

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Saint Paul,
MN
55101
Will

Seuffert

Will.Seuffert@state.mn.us

Public Utilities Commission 121 7th Pl E Ste 350
Saint Paul,
MN
55101

Ken

Smith

ken.smith@districtenergy.c District Energy St. Paul Inc. 76 W Kellogg Blvd
om
St. Paul,
MN
55102

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Anna

Sommer

ASommer@energyfuturesg Energy Futures Group
roup.com

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

390 City Hall
Electronic Service
15 West Kellogg Boulevard

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

PO Box 692
Canton,
NY
13617

Russ

Stark

Russ.Stark@ci.stpaul.mn.u City of St. Paul
s

Saint Paul,
MN
55102
Lynnette

Sweet

Regulatory.records@xcele
nergy.com

Xcel Energy

414 Nicollet Mall FL 7
Minneapolis,
MN
554011993

Kodi

Verhalen

kverhalen@taftlaw.com

Taft Stettinius & Hollister
LLP

80 S 8th St Ste 2200
Minneapolis,
MN
55402

Michael

Volker

mvolker@eastriver.coop

East River Electric Power
Coop

211 S. Harth Ave
Madison,
SD
57042

Sharon N.

Walsh

swalsh@shakopeeutilities.c Shakopee Public Utilties
om

255 Sarazin St
Shakopee,
MN
55379

Ethan

Warner

ethan.warner@centerpoint
energy.com

CenterPoint Energy

505 Nicollet Mall
Minneapolis,
Minnesota
55402
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Robyn

Woeste

robynwoeste@alliantenerg
y.com

Interstate Power and Light
Company

200 First St SE

Electronic Service

No

SPL_SL__CIP SPECIAL
SERVICE LIST

Cedar Rapids,
IA
52401
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U10037
Ada Water & Light Dept.
Brian S Rasmusson Public Works Director
PO Box 32
Ada MN 56510-0032

U10038
Adrian Public Utilities
Ritz Boltjes Deputy Clerk
PO BOX 190
Adrian MN 56110-0190

U10045
Agralite Electric Cooperative
Korwin Johnson General Manager
PO BOX 228
320 E HIGHWAY 12
Benson MN 56215-0228

U10046
Aitkin Public Utilities Commission
Dave Cluff General Manager
120 1ST ST NW
Aitkin MN 56431-1306

U10048
Alexandria Light & Power (E)
Ted Cash General Manager
316 FILLMORE ST
PO BOX 609
Alexandria MN 56308-1315

U10050
Alpha Electric Dept.
Linda York Clerk
PO Box 97
Alpha MN 56111

U10052
Alvarado Electric Dept.
Ken Dagoberg Supt.
PO Box 935
Alvarado MN 56710

U10070
Anoka Water, Light Dept.
Daniel Voss Utilities Director
501 Pierce Street
Anoka MN 55303

U10072
Arlington Electric & Water Dept.
Liza Donabauer City Administrator
204 Shamrock Dr.
Arlington MN 55307

U10074
Arrowhead Electric Coop., Inc.(E)
Joe Buttweiler
PO Box 39
Lutsen MN 55612-0039

U10082
Austin Utilities - Electric
Mark Nibaur General Manager
1908 14th St NE
Austin MN 55912

U10128
Bagley Public Utilities Commission-elec
Michael Jensen Utility Manager
18 Main Ave S
PO Box M
Bagley MN 56621

U10130
Barnesville Municipal Light & Power
Guy Swenson TEC Manager
PO Box 550
Barnesville MN 56514

U10133
Baudette Municipal Utilities
Tina Rennemo City Superintendent
PO Box 548
Baudette MN 56623-0548

U10135
Beltrami Electric Coop., Inc.
Jared Echternach President & CEO
4111 Technology Dr NW
Bemidji MN 56601

U10139
Benson Water & Light Dept.
Rob Wolfington City Manager
1410 Kansas Avenue
Benson MN 56215

U10145
Biwabik Public Utilities
Jeff Jacobson City Administrator
PO Box 529
Biwabik MN 55708

U10147
Blooming Prairie Public Utilities Commission
Jerry Mausbach General Mgr
PO Box 55
Blooming Prairie MN 55917-0055

U10148
Blue Earth Light & Water Dept.
Tim Stoner General Manager
125 E 7th St
Blue Earth MN 56013

U10375
U10152
Blue Earth-Nicollet-Faribault Cooperative (BEBrainerd Water & Light Dept.
Dave Sunderman
Scott Magnuson Superintendent
PO Box 8
PO Box 373
Hwy 169 South
Brainerd MN 56401-0373
Mankato MN 56001

U10153
Breckenridge Public Utilities
Roger Avelsgard Director of Public Serv
420 Nebraska Ave
Breckenridge MN 56520

U10154
Brewster Electric Light & Power Dept.
James Naumann Superintendent
246 10th Street
PO Box 55
Brewster MN 56119-0055

U10157
Brown County Rural Electrical Association
Terry Helget
PO BOX 529
24386 STATE HWY 4
SLEEPY EYE MN 56085-0529

U10158
Brownton Municipal Light Plant
Ella Kruse City Clerk/Treasurer
PO Box 238
Brownton MN 55312

U10160
Buffalo Municipal Electric Dept.
Joseph Steffel Utilities Director
212 Central Ave
Buffalo MN 55313

U10161
Buhl Water Light Heat & Bldg. Comm.
Trent Pink Foreman
PO Box 704
Buhl MN 55713

U10069
CONNEXUS ENERGY
Nancy Basara Controller
14601 Ramsey Blvd
Ramsey MN 55303

U10210
Caledonia Light & Water Dept.
Ted Schoonover City Clerk/Administrator
PO Box 232
Caledonia MN 55921-0232

U10224
Ceylon Water & Light Dept.
Mary Muller
PO Box 328
301 W. Main Street
Ceylon MN 56121

U10544
City Of Kasson ELECTRIC Dept.
City Administrator
401 5th St SE
Kasson MN 55944-2204

U10225
City of Chaska Electric Department
Toby Saxon Electrical Director
660 Victoria Dr
Chaska MN 55318

U10359
City of Fairmont
Tom Koeritz Assistant Finance Officer
100 Downtown Plaza
FAIRMONT MN 56031-0751

U10570
City of Lake City
Scott Jensen Public Works Director
205 West Center Street
Lake City MN 55041

U11021
City of Truman
Bethanie Ekstrom City Admin
202 W Ciro St
Truman MN 56088-0037

U11099
City of Whalan
Lolly Melander Clerk-Treasurer
35318 Fairway Road
Whalan MN 55949

U10232
Clearwater-Polk Electric Coop., Inc.
Bruce Bjerke General Manager
PO Box O
Bagley MN 56621

U11008
U10257
Coop Light & Power Assn. Of Lake Co, The (E)Crow Wing Cooperative Power & Light Co.
Hal Halpern General Manager
Eric C Quale Chief Operating Officer
1554 Hwy 2
PO Box 507
PO Box 69
Hwy 371 North
Two Harbors MN 55616
Brainerd MN 56401

U10285
Dakota Electric Association
Doug Larson Vice President, Regulatory
4300 220th St W
Farmington MN 55024-9583

U10292
Delano Municipal Utility
Paul Twite General Manager
PO Box 65
Delano MN 55328-0065

U10294
Detroit Lakes Public Utilities Commission
Vernell Roberts General Manager
PO Box 647
Detroit Lakes MN 56502-0647

U10301
Dundee Light & Power
Jessica Mitchell City Clerk
111 N. Main St.
Dundee MN 56131

U10302
Dunnell Light & Water
Janette Hybbert City Clerk
PO Box 94
Dunnell MN 56127

U10316
East Central Energy
Steve Shurts President/CEO
412 Main Ave N
PO Box 39
Braham MN 55006

U10317
East Grand Forks Water & Light
Keith R Mykleseth General Manager
PO Box 322
East Grand Forks MN 56721-0322

U10329
Eitzen Public Utilities
Steve Schuldt Clerk
City of Eitzen
Box 110
Eitzen MN 55931

U10330
Elbow Lake Municipal Electric Dept.
Greg Jacobson Water/WW/Maint. Sup.
PO Box 1079
Elbow Lake MN 56531

U10333
Elk River Municipal Utilities
Troy Adams
PO Box 430
Elk River MN 55330-0430

U10334
Ely Light & Water Dept.
Harold Langowski Clerk-Treasurer
209 East Chapman St.
Ely MN 55731

U10357
Fairfax Municipal Utilities
Eric Nelson Supt
206 South 1st Street
Fairfax MN 55332

U10365
Federated Rural Electric Association
Scott Reimer General Manager
77100 US Highway 71
PO BOX 69
Jackson MN 56143

U10371
Fosston Municipal Light & Power
Cassie (Cassandra) Heide Assistant City
220 East 1st Street
Fosston MN 56542

U10373
Freeborn-Mower Cooperative Services
Jim Krueger CEO/President
PO Box 611
2501 Main St E
Albert Lea MN 56007

U10406
Gilbert Water & Light Dept.
Debra Sakrison City Clerk
PO Box 548
Gilbert MN 55741

U10407
Glencoe Light & Power
David Meyer Manager
305 11th St E
Glencoe MN 55336

U10409
Goodhue County Cooperative Electric
Douglas K. Fingerson Gen Mgr
PO Box 99
1410 NorthStar Dr
Zumbrota MN 55992-1091

U10412
Grand Marais Public Utilities Comm.
Mike Taylor Line Superintendent
PO Box 600
Grand Marais MN 55604

U10413
Grand Rapids Public Utilities Commission
Jeremy Goodell Electric Dept Manager
500 SE 4th St
Grand Rapids MN 55744

U10415
Granite Falls Munic. Elec. Light & Water Dept
Donald Reznechek Superintendent Electri
641 Prentice Street
Granite Falls MN 56241-1520

U10419
Grove City Electric Dept.
David Martin General Manager
210 Atlantic Ave
PO Box 98
Grove City MN 56243-0098

U10439
Halstad Municipal Utilities
Lucas Spaeth Supt.
405 2nd Ave. W.
Halstad MN 56548

U10441
Hamlin (HD) Electric Coop.
Annie Aberle Office Mgr.
423 3rd Ave So
PO Box 1007
Clear Lake SD 57226

U10444
Harmony Water & Light
Jerome Illg City Admin/Clerk/Treasurer
PO Box 488
Harmony MN 55939

U10447
Hawley Public Utilities Comm. - Electric
Kevin Berg Public Utilities Superintend
PO Box 69
Hawley MN 56549-0069

U10449
Henning Power & Light
Scott Grabe Utilities Superintendent
PO Box 55
612 Front Street
Henning MN 56551

U10451
Hibbing Public Utilities-Electric
Peter Karakash
1902 6th Ave E
Hibbing MN 55746

U10464
Hutchinson Utilities Commission - Electric
Jeremy Carter General Manager
225 Michigan St. S.E.
Hutchinson MN 55350

U10266
Iowa Lakes Rural Electric
Rick Olesen President/CEO
702 S 1st St
Estherville IA 51334

U10489
Itasca-Mantrap Coop. Electrical Ass'n
Christine Fox President/CEO
PO Box 192
Park Rapids MN 56470

U10509
Jackson Electric Light Dept.
Jennifer Bromeland City Administrator
80 West Ashley St
Jackson MN 56143-1669

U10510
Janesville Municipal Utilities
Clinton Rogers City Administrator
PO Box O
Janesville MN 56048-0617

U10541
Kandiyohi Power Cooperative
Scott Froemming CEO
8605 47th St NE
Spicer MN 56288-0040

U10542
Kandiyohi Public Utilities
Julie Woltjer Clerk
PO Box 276
Kandiyohi MN 56251

U10543
Kasota Electric Light Dept.
Rosie Sickler Clerk/Treasurer
P. O. Box 218
Kasota MN 56050

U10546
Keewatin Public Utilities
Michael LaBine City Supervisor
P.O. Box 190
Keewatin MN 55753-0190

U10548
Kenyon Municipal Utilities
Randy Eggert Operations Supt.
709 2nd Street
Kenyon MN 55946

U10216
Lake Country Power
Gregory Randa General Manager
26039 Bear Ridge Dr
Cohasset MN 55721

U10571
Lake Crystal Public Utilities Commission
Taylor Gronau City Administrator
PO Box 86
Lake Crystal MN 56055-0086

U10573
Lake Park Utilities
Don Qualley Utility Supt.
PO Box 239
Lake Park MN 56554-0239

U10574
Lake Region Electric Coop
Tim Thompson CEO
1401 South Broadway
P. O. Box 643
Pelican Rapids MN 56572

U10580
Lakefield Public Utilities
Jim Koep Supt.
PO Box 1023
Lakefield MN 56150-1023

U10582
Lanesboro Public Utilities Commission
Michele Peterson City Admin.
202 Parkway Ave. S.
PO Box 333
Lanesboro MN 55949

U10584
LeSueur Municipal Utilities
Greg Drent Electric Director
203 South 2nd Street
LeSueur MN 56058

U10587
Litchfield Public Utilities Commission
David Cziok City Administrator
126 Marshall Ave N
Litchfield MN 55355

U10594
Luverne Municipal Utilities
Rick Hoftiezer Utilities Director
305 E Luverne St.
PO Box 659
Luverne MN 56156

U10595
Lyon-Lincoln Electric Cooperative, Inc.
Tim O'Leary General Manager
West Highway 14
PO Box 639
Tyler MN 56178-0639

U10637
Mabel Public Utilities
J. Narum Clerk
Box 425
Mabel MN 55954

U10639
Madelia Municipal Light & Power Dept.
Jim Maras Manager
24 Abbott Ave SW
Madelia MN 56062

U10641
Madison Municipal Utilities
Don Fernholz Electric Supervisor
616 8th sT
Madison MN 56256

U10645
Marshall Municipal Utilities
Brad Roos General Mgr
113 S 4th St
Marshall MN 56258

U10654
McLeod Cooperative Power Assn.
General Manager
1231 Ford Avenue, PO Box 70
Glencoe MN 55336-0070

U10656
Meeker Light & Power Assn.
Timothy Mergen Mgr.
1725 US Hwy 12 East
Suite 100
Litchfield MN 55355

U10657
Melrose Public Utilities
Michael Brethorst City Administrator
225 E First St N
PO Box 216
Melrose MN 56352-0216

U11019
MiEnergy Cooperative
Brian Krambeer President, CEO
31110 Cooperative Way
PO Box 626
Rushford MN 55971-0626

U10672
Mille Lacs Energy Coop. (E)
Brian Zelenak Gen. Mgr.
PO Box 230
Aitkin MN 56431

U10680
Minnesota Power
David Moeller Controller
30 W Superior St
Duluth MN 55802-2191

U10682
U10683
Minnesota Valley Coop. Light & Power Assn. Minnesota Valley Electric Cooperative
Patrick C. Carruth General Manager
Ryan Hentges General Manager
501 S 1ST ST
125 Minnesota Valley Electric Dr
Montevideo MN 56265-2103
Jordan MN 55352-0125

U10686
Moorhead Public Service Dept. (E)
B. Schwandt General Mg
PO Box 779
500 Center Ave
Moorhead MN 56561-0779

U10688
Mora Public Utilities Commission
Lindy Crawford
101 LAKE ST S
Mora MN 55051-1588

U10689
Mountain Iron Light & Water Dept.
Michael Downs Director of Public Works
8586 ENTERPRISE DR S
Mountain Iron MN 55768-8260

U10690
Mountain Lake Municipal Utilities
Ron Melson Superintendent
1015 2ND AVE
DRAWER C
Mountain Lake MN 56159

U10707
Nashwauk Public Utilities Dept.
Pamela LaBine City Clerk
301 CENTRAL AVE
Nashwauk MN 55769-1131

U10714
New Prague Utilities Commission
Bruce Reimers General Manager
118 CENTRAL AVE N
New Prague MN 56071

U10715
New Ulm Public Utilities Comm. - Electric
Kris Manderfeld Interim Utilities Direc
310 1ST ST N
NEW ULM MN 56073-1675

U10718
Newfolden Electric Dept.
Grace Lindquist Clerk
PO BOX 188
Newfolden MN 56738-0188

U10719
Nielsville Municipal Utility
Stephanie Abentroth Clerk
PO Box 5
Nielsville MN 56568

U10720
Nobles Electric Cooperative
ADAM TROMBLAY GENERAL MANAGER
22636 US HIGHWAY 59
PO BOX 788
WORTHINGTON MN 56187

U10726
North Branch Light & Power Comm.
Mark Petsche
6388 Maple Street
North Branch MN 55056

U10730
North St. Paul Utility Dept.
Brian Frandle Elec. Supt
2400 Margaret St. N.
Saint Paul MN 55109-3020

U10731
North Star Electric Cooperative, Inc.
Dan Hoskins General Manager
441 St. Hwy. 172 NW
P. O. Box 719
Baudette MN 56623

U12000
U10740
Northern States Power Company dba Xcel Energy
Northwestern Wisconsin Electric Co.
David M Dahlberg President
Lynnette Sweet
PO Box 9
414 Nicollet Mall FL 7
104 South Pine Street
Minneapolis MN 55401
Grantsburg WI 54840-0009

U10747
Olivia Municipal Water & Light Dept.
Amber Dale adale@olivia.mn.us
1009 W Lincoln Ave
Olivia MN 56277

U10754
Ortonville Light & Water Dept.
Judy Roberts Depty City Clerk
315 Madison Ave
Ortonville MN 56278

U10772
U10757
Owatonna Municipal Public Utilities - Electri PKM Electric Cooperative, Inc
Mike Schmidt CEO
Mark Fritsch General Manager
PO Box 108
208 South Walnut
Warren MN 56762
PO Box 800
Owatonna MN 55060

U10756
Otter Tail Power Company
Stuart Tommerdahl
PO Box 496
215 S Cascade St
Fergus Falls MN 56538-0496
U10787
People’s Energy Cooperative
Michael Henke President/CFO
1775 Lake Shady Ave S
Oronoco MN 55960-2351

U10791
Peterson Electric Dept.
P. Benson
118 Fillmore St
PO Box 67
Peterson MN 55962

U10794
Pierz Municipal Utilities
Mike Derosia Supt.
PO Box 367
Pierz MN 56364

U10797
Preston Public Utilities
Joseph Hoffman General Manager
PO Box 657
Preston MN 55965

U10798
Princeton Public Utilities Commission
Keith Butcher General Manager
907 1st St
PO Box 218
Princeton MN 55371

U10800
Proctor Public Utilities Comm.
Charliene Jones Commission Secretary
100 Pionk Drive
Proctor MN 55810

U10830
Randall Electric Light Company
Matt Pantzke City Manager
501 Pacific Ave.
P.O. Box 229
Randall MN 56475

U10831
Red Lake Electric Coop.
Stephanie Johnson General Manager
PO Box 430
Red Lake Falls MN 56750

U10833
Red River Valley Coop. Power Assn.
Rich Whitcomb CEO/Director
PO Box 358
Halstad MN 56548-0358

U10835
Redwood Electric Cooperative
Ron Horman General Manager
60 Pine St
Clements MN 56224-5000

U10836
Redwood Falls Public Utilities
Charles Heins Superintendent
PO Box 526
Redwood Falls MN 56283-0526

U12673
Renville-Sibley Cooperative Power
DeeAnne Newville CEO
PO Box 68
Danube MN 56230

U10843
Rochester Public Utilities
Mark Kotschevar General Manager.
4000 East River Rd NE
Rochester MN 55906-2813

U10849
Roseau Electric Cooperative Inc.
Tracey Stoll General Manager
1107 3rd St NE
Roseau MN 56751

U10850
Roseau Munic. Power Plant
Beth Hellquist City Treasurer
121 Center St. E. Suite 202
PO Box 307
Roseau MN 56751

U10852
Round Lake Municipal Utility
Bruce Bentele Electric Sup.
PO Box 72
Round Lake MN 56167-0072

U10854
Runestone Electric Assn.
Kristin Dolan Gen. Mgr.
6839 Power Lane SW
Alexandria MN 56308

U10857
Rushford Electric Dept.
Katherine Zacher City Clerk
PO Box 430
Rushford MN 55971

U10858
Rushmore Electric Dept.
Coleen Gruis Clerk/Treasurer
PO Box 227
Rushmore MN 56168

U10919
Sauk Centre Light & Power Comm.
Debbie Boyer General Manager
101 Main St S
PO Box 128
Sauk Centre MN 56378

U10924
Shakopee Public Utilities
John Crooks Mgr.
255 Sarazin St
Shakopee MN 55379

U10926
Shelly Electric Dept.
Jodean Neil Clerk
PO Box 126
Shelly MN 56581

U10932
U10940
Sioux Valley Southwestern Electric CooperativSleepy Eye Public Utilities Commission
Bob Elston Public Works Director
Tim McCarthy General Manager/CEO
130 2nd Avenue NW
PO Box 216
Sleepy Eye MN 56085
Accounts Payable
Colman SD 57017

U10936
South Central Electric Association
Ronald Horman Chief Executive Officer
PO Box 150
County Road 57 West
St. James MN 56081

U10941
Spring Grove Munic. Utility
Lyn Solberg Deputy Clerk
118 1st Ave NW
Spring Grove MN 55974

U10943
Spring Valley Public Utilities Comm.
Stu Smith Supt.
104 South Section Avenue
Spring Valley MN 55975

U10945
Springfield Public Utilities
Scott Johnson Supt.
14 North Marshall Avenue
Springfield MN 56087

U10947
St. Charles Light & Water Dept.
Nick Koverman City Administrator
830 Whitewater Avenue
St. Charles MN 55972

U10948
St. James Light & Water Dept.
Timothy Becthold Electric Supt.
PO Box 70
St. James MN 56081-0070

U10949
St. Peter Municipal Utilities
L.G. Giesking Dir. Public Works
227 S. Front Street
St. Peter MN 56082

U10951
Staples Munic. Water & Light Dept.
Jerel Nelsen City Administrator
122 6th St NE
Staples MN 56479

U10954
Stearns Electric Assn.
Robin Doege CEO
PO Box 40
Melrose MN 56352-0040

U10955
Steele-Waseca Cooperative Electric
Syd Briggs General Manager
2411 W. Bridge St.
PO Box 485
Owatonna MN 55060-0485

U10956
Stephen Electric Light Dept.
Paul Rogus Public Works Superintendent
PO Box 630
Stephen MN 56757

U11011
Thief River Falls Water & Light Dept.
Dale Narlock Director
123 Main Avenue North
PO Box 528
Thief River Falls MN 56701

U11012
Todd-Wadena Electric Coop.
Daniel T Carlisle Operations Manager
550 Ash Avenue NE
PO Box 431
Wadena MN 56482

U11018
Traverse Electric Coop., Inc.
Clayton Halverson Manager
PO Box 66
Wheaton MN 56296

U11023
Two Harbors Water & Light Dept.- Electric
Dan Walker Administrator
522 1st Ave
Two Harbors MN 55616-1504

U11024
Tyler Munic. Light & Power Dept.
Barb Powell City Clerk
PO Box 398
Tyler MN 56178

U11062
Virginia Dept. of Public Utilities - Electric
Greg French General Manager
618 2nd Street
PO Box 1048
Virginia MN 55792

U11080
Wadena Light & Water Dept.
David Evans Utility Superintendent
1200 Sunnybrook Rd
Wadena MN 56482

U11081
Warren Light & Power Dept. - Electric
Shannon Mortenson City Administrator
120 E. Bridge Ave.
Warren MN 56762

U11082
Warroad Munic. Light & Power Dept.
Steven A Anderson Attorney
PO Box 430
Warroad MN 56763

U11083
Waseca Electric Utility
ATTN Finance Dept.
508 South State Street
Waseca MN 56093

U11086
Wells Public Utilities Commission
Jeff Amy Superintendent
101 1st St SE
PO Box 96
Wells MN 56097-0096

U11094
Westbrook Public Utilities
Kelly Beaty
556 1st Ave.
P.O. Box 308
Westbrook MN 56183-0308

U11103
Wild Rice Electric Coop.
Steven J Haaven Mgr.
PO Box 438
Mahnomen MN 56557

U11104
Willmar Munic. Utilities Comm.
Wesley K Hompe General Manager
PO Box 937
700 Litchfield Ave SW
Willmar MN 56201

U11105
Windom Municipal Utilities
Jason Sykora
1105 1st Ave.
PO Box 38
Windom MN 56101

U11110
Winthrop Municipal Electric Plant
Jenny Hazelton City Administrator
305 North Main Street
PO Box Y
Winthrop MN 55396

U11117
Worthington Public Utilities
Scott Hain General Manager
318 Ninth St.
PO Box 458
Worthington MN 56187

U11118
Wright Hennepin Coop. Electric Assn.
Tim Sullivan President & CEO
PO Box 330
6800 Electric Drive
Rockford MN 55373

U10071
Argyle Municipal Utilities
Vicki Tulibaski City Clerk/Treasurer
PO Box 288
Argyle MN 56713-0288

U12590
Austin Utilities - Gas
Mark Nibaur General Manager
1908 14th St NE
Austin MN 55912

U13826
Bagley Public Utilities Commission-Gas
Michael Jensen Utility Manager
18 Main Ave. South
PO Box M
Bagley MN 56621

U10675
CenterPoint Energy Minnesota Gas
Amber Lee Director, Regulatory Services
500 Nicollet Mall
Minneapolis MN 55402

U10228
Circle Pines Municipal Gas Dept.
James Keinath City Admin
200 Civic Heights Circle
Circle Pines MN 55014

U6938
City of Battle Lake
Wanda Berg-Vorgert City Clerk
108 Main Street E
PO Box 386
Battle Lake MN 56515

U6937
City of Clearbrook
Dan Johnson
PO Box 62
Clearbrook MN 56634

U13151
City of Cohasset
Max Peters Director of City Operations
305 NW First Ave.
Cohasset MN 55721

U13827
City of Henning
Scott Grabe Util. Superintendent
PO Box 55
Henning MN 56551-0055

U13828
City of Morgan
Lisa Steffl City Clark-Treasurer
119 Vernon Ave
PO Box 27
Morgan MN 56266

U13829
City of Round Lake
Derek Nelson Gas Supv
98 Main St
PO Box 72
Round Lake MN 56167

U13830
City of Tyler
Barb Powell City Clerk
230 N Tyler St
PO Box C
Tyler MN 56178

U13831
Clarissa Eagle Bend Util Commission
Kevin Hess City Administrator
PO Box 215
Eagle Bend MN 56446

U10244
Community Utility Co.
Lloyd Crum, Jr.
116 E. Main St.
Racine MN 55967

U10300
Duluth Public Works and Utilities Departmen
James Benning Public Works Director
411 West 1st Street
Room 211
Duluth MN 55802-1516

U13832
Fairfax Natural Gas
Nicholas Johnson City Clerk Treas.
112 SE 1st St
PO Box K
Fairfax MN 55332

U13833
Fosston Municipal Utility
David Larson Dir of Public Works
PO Box 239
Fosston MN 56542

U13834
Goodhue Public Utility Commission
Lori Agre City Clerk
PO Box 126
Goodhue MN 55027

U13835
Gorham's Inc dba Northwest Gas
Mike Gorham Owner
1608 NW 4th St
Grand Rapids MN 55744

U10416
Great Plains Natural Gas Company
Caitlin Straabe Regulatory Compliance S
400 N 4th St
Bismarck ND 58501

U13247
Greater Minnesota Gas, Inc.
Greg Palmer President
1900 Cardinal Lane
PO Box 798
Faribault MN 55021

U10438
Hallock Municipal Gas Utility
Roxanne Ogorek
PO Box 336
Hallock MN 56728-0336

U12591
Hawley Municipal Gas Division
Lisa Jetvig Clerk Treasurer
City of Hawley
po box 69
Hawley MN 56549

U12592
Hibbing Public Utilities Comm. - Gas
Corey Lubovich
1902 6th Ave E
Hibbing MN 55746

U12593
Hutchinson Utilities Commission - GAS
Jeremy Carter General Manager
225 Michigan St. SE
Hutchinson MN 55350-1940

U12594
Lake Park Municipal Gas Div.
Don Qualley Utility Supt.
PO Box 239
Lake Park MN 56554

U10788
Minnesota Energy Resources
Rich Stasik Director - Regulatory
WEC Energy Group - Business Services
231 W Michigan St - P321
Milwaukee WI 53233

U12595
New Ulm Public Utilities Comm. - Gas
David O'Brien Nat Gas Dept Supervisor
310 1ST ST N
New Ulm MN 56073-1675

U10717
New York Mills Municipal Gas System
Kyle Mattson Public Works Director
PO Box H
102 North Boardman Ave.
New York Mills MN 56567-0368

U10735
Northern States Power Company dba Xcel Ene
Lynnette Sweet
414 Nicollet Mall FL 7
Minneapolis MN 55401

U13836
Northwest Natural Gas LLC
Cheri Landsteiner Office Mgr
PO Box 721
314 Main St NE
Mapleton MN 56065

U13837
U12596
Northwest Natural Gas of Murray County Inc Owatonna Municipal Public Utilities - Gas
Cheri Landsteiner Office Mgr.
Mark Fritsch General Manager
PO Box 721
208 South Walnut Ave
314 Main St NE
PO Box 800
Mapleton MN 56065
Owatonna MN 55060

U10790
Perham Municipal Gas System
Merle Meece City Manager
PO Box 130
125 2nd Ave NE
Perham MN 56573

U13838
Randall Municipal Gas
Jerry Peterschick City Mgr.
501 Pacific Ave
PO Box 229
Randall MN 56475

U12598
U12599
Two Harbors Municipal Water & Light - Gas Virginia Dept. Of Public Utilities - Gas
Dan Walker City Administrator
Greg French General Manager
522 - 1st Ave.
618 2nd St. S.
Two Harbors MN 55616
PO Box 1048
Virginia MN 55792
U13839
Westbrook Municipal Utilities
Dennis Jutting Superintendent
556 1st Ave
PO Box 308
Westbrook MN 56183

U12597
Stephen Public Utilities
Paul Rogus Superintendent
PO Box 630
Stephen MN 56757
U12600
Warren Municipal Gas Division
Jeff Wohlers City Supervisor
120 E Bridge Ave
Warren MN 56762

