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SUMMARY OF DIRECT TESTIMONY OF JANET S. SCHMIDT-PETREE

Ms. Janet S. Schmidt-Petree is the Senior Financial Director, Operating
Companies for Xcel Energy Services Inc. (“XES” or “Service Company”). In this
position, Ms. Schmidt has responsibility for oversight of the XES administration,
including accounting, billing, allocations, policies and procedures, service
agreements, internal audits, external audits, and external reporting to state and
federal regulatory agencies. She is also responsible for the publication of the
cost assignment and allocation manuals (“CAAM”) and fully distributed cost
(“FDC”) studies, in those jurisdictions where these items are required.

In her Direct Testimony, Ms. Schmidt-Petree describes the organization of
Xcel Energy Inc. (“Xcel Energy”) and explains how the organization affects the
flow of costs, and specifically to Public Service Company of Colorado (“Public
Service” or “Company”), to ensure that Public Service’s regulated utility divisions

are not subsidizing non-regulated activities. Ms. Schmidt-Petree describes the



role of the service company, XES. She then presents the cost allocation and
assignment manual, together with the allocation methods and factors that were
used in preparing the January 1, 2015 through December 31, 2015 Test Year
(“Test Year”) cost of service presented by Ms. Deborah Blair. Lastly, Ms.
Schmidt-Petree sponsors the fully distributed cost studies showing all the costs
that have been assigned and allocated to Public Service’s non-regulated
activities.

Ms. Schmidt-Petree recommends that the Colorado Public Utilities
Commission (“Commission”) approve the CAAM and FDC Study as a reasonable
basis for appropriately assigning or allocating costs to the Public Service electric
division for purposes of the Test Year presented by Ms. Blair. She further
requests that the Commission approve the allocation methods as detailed in the

CAAM.
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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term Meaning

A&G Administrative and General

CAAM Cost Assignment and Allocation Manual

CBA Colorado Business Alliance

CCR Code of Colorado Regulations

CEO Chief Executive Officer

Commission Colorado Public Utilities Commission

FDC Fully Distributed Cost Study

FERC Federal Energy Regulatory Commission

JDE J.D. Edwards

NCE New Century Energies, Inc.

NCS New Century Services, Inc.

NOPR Notice of Proposed Rulemaking

NSP Northern States Power Company

NSPM Northerr! States Power Company, a Minnesota
corporation

NSPW Northerr! States Power Company, a Wisconsin
corporation

occC Office of Consumer Counsel

Operating Companies Public Service, NSPM, NSPW, and SPS

O&Mm Operations and Maintenance

PUHCA Public Utility Holding Company Act

Public Service or Company Public Service Company of Colorado



Acronym/Defined Term

SCADA
SEC

Staff

SPS

Test Year
USoA

WGI

Xcel Energy

XES or Service Company

Meaning
Supervisory Control and Data Acquisition
Securities and Exchange Commission
Colorado Public Utilities Commission Staff
Southwestern Public Service Company
January 1, 2015 through December 31, 2015
Uniform System of Accounts
WestGas InterState, Inc.
Xcel Energy Inc.

Xcel Energy Services Inc.
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l. INTRODUCTION, QUALIFICATIONS, PURPOSE OF TESTIMONY, AND
RECOMMENDATION

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Janet S. Schmidt-Petree. My business address is 1800 Larimer
Street, Suite 1600, Denver, Colorado 80202.

Q. BY WHOM ARE YOU EMPLOYED AND WHAT IS YOUR POSITION?
| am employed by Xcel Energy Services Inc. (“XES” or “Service Company”)
as Senior Financial Director, Operating Companies. XES is a wholly-owned
subsidiary of Xcel Energy Inc. (“Xcel Energy”), and provides an array of
support services to Public Service Company of Colorado (“Public Service” or
“Company”) and the other utility operating company subsidiaries of Xcel
Energy on a coordinated basis.

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

| am testifying on behalf of Public Service.
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PLEASE SUMMARIZE YOUR RESPONSIBILITIES AND
QUALIFICATIONS.

| am responsible for the oversight of the XES administration, including
accounting, billing, allocations, policies and procedures, service agreements,
internal audits, external audits, and external reporting to state and federal
regulatory agencies. | am also responsible for the publication of cost
assignment and allocation manuals in each jurisdiction, where required,
workorder allocations, non-operation and maintenance allocations, and non-
regulated business activity allocations for all four of Xcel Energy’s Operating
Companies, as defined in the Xcel Operations section of my testimony, where
such allocations are necessary. Additionally | coordinate the Operations and
Maintenance (“O&M”) expense budgets for the Group President business
area and the General Counsel, Chief Executive Officer (*CEQ”), External
Affairs and Chief Financial Officer shared service organizations. | provide
accounting support for the Operating Company presidents by providing
financial information that assists the senior leadership team in making
decisions and by acting as a liaison between the Operating Company
presidents and the accounting organization on financial accounting issues. A
full description of my qualifications, duties and responsibilities is included as

Attachment A.



Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS
PROCEEDING?

A. The purpose of my testimony is to:
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e Describe the operations of Xcel Energy, including the organizational

structure and explain how this structure affects the flow of costs
between subsidiaries and to Public Service to ensure that Public
Services regulated utility operations are not subsidizing non-regulated
activities;

Describe the relationship between XES and Public Service and explain
how costs are assigned or allocated from XES to Public Service.
Sponsor Public Service’s Cost Assignment and Allocation Manual
(“CAAM”) dated March 2014, a copy of which is attached as
Attachment No. JSSP-1.

Present and sponsor the Company’s and XES’s cost assignment and
allocation methods and the percents used in developing the January 1,
2015 through December 31, 2015 Test Year (“Test Year”) cost of
service.

Sponsor the Company’s Fully Distributed Cost (“FDC”) Study
applicable to the Test Year, a copy of which is attached as Attachment

No. JSSP-2 and Confidential Attachment No. JSSP-2A.
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Q.

ARE YOU SPONSORING ANY ATTACHMENTS AS PART OF YOUR
DIRECT TESTIMONY?

Yes. | am sponsoring Attachment Nos. JSSP-1 through JSSP-7 and
Confidential Attachment No. JSSP-2A.

WHAT RECOMMENDATIONS ARE YOU MAKING IN YOUR TESTIMONY?
| recommend that the Colorado Public Utilities Commission (“Commission”)
approve the CAAM and FDC Study as a reasonable basis for appropriately
assigning or allocating costs to the Public Service electric division for
purposes of the Test Year presented by Ms. Deborah Blair. | further request
that the Commission approve the allocation methods as detailed in the

CAAM.
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II. XCEL ENERGY OPERATIONS

PLEASE DESCRIBE THE XCEL ENERGY LEGAL ENTITY STRUCTURE.
Xcel Energy is the holding company parent of Public Service, XES, and the
three other Utility Operating Companies: Northern States Power Company, a
Minnesota corporation (“NSPM”); Northern States Power Company, a
Wisconsin corporation (“NSPW”); and Southwestern Public Service Company
(“SPS”). Xcel Energy also owns WestGas Interstate, Inc. ("WGI”), a natural
gas transmission pipeline company. Over the past several years, Xcel
Energy has reduced the number of its non-regulated business activities, and
divested itself of most of its non-regulated subsidiaries. A complete list of
Xcel Energy subsidiaries as of December 2013 is provided in the CAAM in
Section I, attached as Attachment No. JSSP-1.
PLEASE DESCRIBE HOW XCEL ENERGY MANAGES ITS BUSINESS.
Xcel Energy takes both the legal entity management (e.g., Public Service)
and the functional organization management (business area, organization,
and department) into consideration when managing its business. Xcel
Energy is currently organized into the business areas and cost centers as
described below. A brief description is included with each business area and
cost center.

e CEO: the operations of the CEO office;

e Energy Supply: all generation and related operations;

e Distribution Operations: distribution and all related operations;

e Gas Systems: gas operations;
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Transmission: transmission and substation operations;

Operations Services: fuels, commercial operations and supply
chain;

Corporate Services: business systems or information technology
operations, human resources, customer services, marketing and
communications, resource planning, corporate secretary, Chief
Administrative Office, property services, enterprise security,
aviation and safety;

Financial Operations: financial services, such as the controller’s
organization, treasury, audit services, tax services, risk
management, Chief Financial Officer, investor relations, and
financial management;

General Counsel: all legal and claims services, corporate policy,
and corporate strategy;

Group President: rates and regulatory affairs, customer and
community relations, and the Operating Company Presidents;
External Affairs: federal affairs, public policy and external affairs,
strategy performance and asset management;

Nuclear: all nuclear generation and related operations (not
applicable to Public Service);

Benefits Related: corporate-managed employee benefits; and
Corporate Other: corporate-managed costs, such as company use

credits and first set credits.
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The Benefits Related and Corporate Other areas are cost centers and not
business areas.

Within Xcel Energy, employees belong to, or are associated with, both
a legal entity and a business area. For example, a distribution lineman will be
an employee of Public Service and also be associated with the Distribution
Operations business area. An information technology specialist will be an
employee of XES and also be associated with the Corporate Services
business area.
DOES THE XCEL ENERGY ORGANIZATIONAL STRUCTURE INCLUDE A
CENTRALIZED SERVICE COMPANY?
Yes. XES is the centralized service company for Xcel Energy. | explain XES
in Section 11l below.
PLEASE EXPLAIN HOW XCEL ENERGY'S ORGANIZATIONAL
STRUCTURE AFFECTS THE FLOW OF COSTS WITHIN THE HOLDING
COMPANY SYSTEM AND, MORE DIRECTLY, HOW IT AFFECTS PUBLIC
SERVICE.
| will first discuss the Public Service native costs (native costs refer to costs
originating within Public Service, such as the labor associated with an
employee of Public Service), then the billings from XES to Public Service, and

finally, the billings to and from other Public Service affiliates.
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A. Public Service Native Costs

The vast majority of costs incurred by Public Service are the native
costs associated with Public Service’s provision of electric, gas, and thermal
service to its customers. These costs consist of the plant investment, labor,
fuel and other material costs that Public Service incurs for its electric, gas,
and thermal utility divisions that are not billed from XES or any other affiliate.
For example, the salaries of Public Service employees are native costs.

Native costs are either directly assigned to the electric, gas, or thermal
utility divisions or to the Company’s non-regulated activities, or they are
allocated among the utilities and the non-regulated activities in accordance
with cost allocation methods set forth in its CAAM. In the case of costs that
are directly attributable to the electric utility, there are no utility allocations
required. However, where costs support multiple utility divisions (gas,
electric, and thermal) or support both regulated and non-regulated activities, it
iIs necessary to allocate those costs among the utility divisions (gas, electric,
thermal, and non-regulated) in accordance with cost allocation methods
described in the CAAM.

Examples of costs that cannot be directly assigned to a particular utility
within Public Service include such expense items as regulatory fees, auditing
fees, administration and general expenses, and customer service expenses.
These costs are combined with common costs billed by XES to Public
Service. There are several methods used to allocate these costs. For

example, costs incurred by Public Service that are common to the electric,
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gas and thermal utilities are allocated using Ultility Allocations. Customer
Accounting and Administrative and General (“A&G”) costs associated with
non-regulated activities are allocated using Non-regulated Activity Allocations.
These types of allocations are explained in the CAAM (see Attachment No.

JSSP-1) and addressed in greater detail in Section VI of my testimony.

B. Billings from XES

The Public Utility Holding Company Act (“PUHCA”) of 1935, which was
administered by the Securities and Exchange Commission (“SEC”), provided
for the initial formation of service companies within registered public utility
holding company systems where efficiencies could be achieved through the
consolidation of common administrative and support services. A key
requirement applicable to service companies under PUHCA 1935 and the
related SEC regulations was that a service company generally had to charge
utility affiliates on an “at cost” basis. The term “at cost” means XES earns no
profit on the services.

To accomplish the objectives of service companies under PUHCA
1935, as now superseded by PUHCA 2005, which is administered by the
Federal Energy Regulatory Commission (“FERC”), employees who provide
services to more than one affiliate within the Xcel Energy holding company
system are employed by XES. XES provides the shared or common
administrative and management services to Xcel Energy and its utility
operating companies and affiliates. The services provided to Public Service

by XES include, but are not limited to, executive management, accounting,
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financial reporting, finance, treasury, corporate communications, property
services, human resources, information technology, environmental, legal,
regulatory, customer services, engineering, generation resource planning,
distribution and transmission management and support, and energy supply
management and support. Although PUHCA 1935 has been superseded by
PUHCA 2005, XES continues to provide its services to Public Service at cost.
For additional information, please refer to the section of my testimony below
addressing XES.

Public Service receives services and billings of directly assigned and
allocated costs from XES. Costs from XES that are billed to Public Service
are either directly assigned to the electric utility, gas utility, thermal utility, or
non-regulated activities, or the costs may be recorded as common costs and
allocated to the different utility divisions or to the non-regulated activities
within Public Service.

For additional explanation of the methods used to allocate costs within
Public Service, please refer to the Allocating Workorder, Utility Allocations,
FERC Account Allocations and Non-regulated Activity Allocations subsections

within the section discussing the CAAM below.

C. Billings From and To Other Affiliates

Public Service may provide services to and bill affiliates other than
XES, and affiliates other than XES may provide services to and bill costs to
Public Service. For example, Public Service employees may assist SPS with

storm restoration work, or SPS employees may help Public Service with

10
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storm restoration work. The costs billed to Public Service may be billed
directly to the electric, gas or thermal utility. Any common costs billed to
Public Service must be allocated through Utility Allocations or Non-regulated
Activity Allocations. Public Service also provides gas operations support to
WGI, which does not have any employees; however, this provision of services
has no impact on the electric utility expense.

PLEASE DESCRIBE THE FLOW OF COST TRANSACTIONS.

In order to understand the flow of direct and indirect costs within the Xcel
Energy corporate structure, it is necessary to describe the various high-level
stages that costs go through in the accounting process.

First, within the Xcel Energy holding company system, all costs
originate within a legal entity, and all costs are first recorded on the books of
the legal entity that is responsible for providing the service. Each transaction
includes all the detailed accounting information designating whether the
transaction is non-billable to another legal entity or, if billable, the legal entity
to whom it should be billed. For example, the electric operations within Public
Service operate a physically separate energy supply and delivery system and
have separate equipment and operating personnel. As such, the costs
incurred by Public Service to render these services are the direct costs
associated with the provision of electric service to its customers, and
transactions are recorded directly on Public Service’s books as transactions
that are non-billable to other legal entities. Similar to Public Service, other

Operating Companies and affiliates directly incur the majority of costs

11
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associated with their operations. During the same process, transactions are
recorded that are billable to other legal entities. Using an example discussed
above, if Public Service personnel provided emergency storm damage
assistance to SPS, the transaction would be recorded on Public Service’s
books; however, the transaction would include accounting information that
would indicate that the transaction should be billed to SPS.

Second, all costs identified as billable are processed using the service
billing functionality of the accounting system. The service billing functionality
bills all billable transactions to the legal entity that receives the services. This
process captures: (1) XES direct and indirect billings to the Operating
Companies and affiliates; (2) billings between an Operating Company and an
affiliate other than XES (inter-company billings); and (3) billings between
divisions within a legal entity. For example, the service billing process will bill
XES labor to the Operating Companies and affiliates, whether that labor is
directly charged or allocated, based on the legal entity or entities the
employee has been instructed to bill. The service billing process for inter-
company billings are always made through direct charges, as are charges
from one business area to another business area (for example, charges from
the Transmission business area to the Energy Supply business area). After
service billings have been completed, all costs reside on the books of the
legal entity ultimately responsible for the charge.

After all billings to Public Service have occurred, specific Workorder

Allocations, Utility Allocations, FERC Allocations and Non-regulated Activity

12
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Allocations, take place. These allocations are detailed in Attachment Nos.

JSSP-3 through JSSP-6 and in Section VI of my testimony below.
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. SERVICE COMPANY

PLEASE DESCRIBE XES'S OVERALL PHILOSOPHY FOR BILLING
COSTS.

XES’s goal is to direct charge as much as possible to the Operating
Companies and affiliates who use its services. Those costs that cannot be
directly assigned to a specific associate are allocated to the appropriate
affiliates in accordance with allocation methods reflected in XES’'s most
recently fled FERC Form 60 and in Public Service’s Service Agreement with
XES, which are consistent with the requirements of PUHCA 2005.

PLEASE DESCRIBE XES'S PROCESS FOR BILLING COSTS.

The costs incurred within XES are either directly charged or allocated to
Public Service and its affiliates based on the actual services provided or the
actual expenses incurred. These services are billed, whether directly or
through allocations, in the month the services are provided. All XES
transactions charge a workorder by including the workorder number in the
subledger field of each accounting transaction. The type of workorder
determines whether the billing is direct or allocated. As stated earlier, the
workorder determines the accounting, including the FERC account, for the
associated costs. The XES billing process also uses the workorders to group

similar organizational or project-related costs.

14
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CAN DIRECT CHARGES AND ALLOCATED CHARGES BE RECORDED
IN THE SAME WORKORDER?

No. When a workorder is established, all transactions within that workorder
can only be direct or allocated charges — not both.

PLEASE DESCRIBE XES DIRECT CHARGES.

Direct charges occur when an XES employee can clearly identify that the
service being rendered is for the benefit of only one legal entity. As
previously stated, employees of XES are instructed to direct charge their
labor and non-labor costs whenever possible.

Two options are available to employees for direct charging. First, an
employee can direct charge using a six-digit workorder. A six-digit workorder
can be related to a specific business unit within a specific Xcel Energy
Operating Company or associate. For example, an employee in Financial
Operations within XES can charge a specific business unit of Public Service
for work that has been performed.

Second, an employee can also direct charge to a specific capital or
expense project within an Xcel Energy Operating Company or associate by
using an eight-digit workorder. For example, an eight-digit workorder has
been established for Public Service to track and monitor specific costs, such
as outside legal costs, associated with this rate case filing. These costs can

be charged directly to the eight-digit workorder.
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PLEASE DESCRIBE XES INDIRECT OR ALLOCATED CHARGES.
Indirect or allocated charges occur when services cannot be directly assigned
to a single, specific legal entity, and include staff meetings, trainings, industry
conferences, or activities that benefit more than one operating company or
affiliate, such as corporate governance related activities. These costs are
allocated to the affiliates benefiting from the services based on allocations
using either a three-digit or five-digit workorder. For example, shareholder
meeting costs are allocated to legal entities in the Xcel Energy holding
company system at the first-tier subsidiary level using a three-digit workorder
that is based on the three-factor allocation method using revenues, assets,
and number of employees. XES three-digit and five-digit workorders are set
up for allocation pools of common costs grouped in homogeneous cost
categories designed to facilitate the allocation of costs among legal entities.
Attachment No. JSSP-7 includes the XES three-digit workorders, including
the allocation statistics and the allocation percents for each, used in the Test
Year.
PLEASE DESCRIBE THE PROCESS XES UNDERTAKES TO UPDATE ITS
ALLOCATIONS.
I'll address the components of the allocations separately.

Allocation Methods — XES updates its allocation methods as needed
during the year. There is already an extensive list of allocation methods and

XES has not had to add very many since the initial list was developed under
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PUHCA 1935 and approved by the SEC. As allocation methods are added or
deleted, the updated list is provided in Table D of the CAAM.

Allocation Statistics, Allocation Ratios and Allocation Percents — XES
annually updates all three components to determine the percent to be
allocated to each legal entity included on the workorders. These components
are updated for April business based on the prior year calendar statistics.
This updated information also is used in the budget creation because it is
based on the most current statistics available when the budget is developed.
XES may also update the statistics used in the allocation ratios to determine
new allocation percents if there is a significant change in the statistics, driven
by the addition or deletion of a legal entity.

Allocation Pools — The allocation pools used for actuals are
automatically updated each month and are based on the expenses incurred
each month. The allocation pools used in the budget are based on the results
of the budget creation.

WHEN AND HOW ARE THE UPDATED ALLOCATION COMPONENTS
PRESENTED TO THE COMMISSION?

As a part of each rate case and as required by Commission rules, XES
updates the CAAM to ensure that it is representative of the allocations in use.
Section X of the CAAM includes an overview of the XES allocations and
Table D lists all XES workorders and their associated allocation methods, as

well as a description of the services provided in each workorder.
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WHAT DOES XES DO TO ENSURE XES COSTS ARE RECORDED AND

BUDGETED CORRECTLY?

The following steps are taken to ensure that XES costs are recorded

correctly:

XES Policies and Procedures have been developed and implemented and
are made available on the Xcel Energy internal website for access by all
Xcel Energy personnel,

Personnel within the Financial Performance and Controls organization,
including the Service Company Accounting department, regularly review
XES actual and budgeted charges and may request adjustments where
necessary;

Service Company employees are required to complete online training
through Xcel Energy’s Learning Management System, an online training
tool. Training can also be provided either in a classroom setting, online
via Xcel Energy’s internal website with computer-based training, or on an
individual basis;

The Audit Services department performs compliance audits on sections of
XES Policies and Procedures and the application thereof; and
Independent external auditors, Deloitte and Touche, LLC, annually audit

the books and records of Xcel Energy and its affiliates.
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IV. COSTALLOCATION RULES

HAS THE COMPANY PREPARED ITS CAAM AND FDC STUDY IN
ACCORDANCE WITH THE COMMISSION'S CURRENT COST
ALLOCATION RULES?
Yes. The CAAM and FDC Study the Company is submitting in this
proceeding are consistent with the Commission’s cost allocation rules, Rule
3500, et seq., which were approved September 2005 in Proceeding No. 04R-
003EG, Decision No. C0O5-1084, and which became effective on April 1,
2006.
WHAT IS THE PURPOSE OF THE COMMISSION'S COST ALLOCATION
RULES?
These rules require electric and gas utilities to report and have approved cost
allocation methodologies to properly account for investments, expenses, and
revenues when the utility engages in both regulated and non-regulated
services in Colorado. The establishment of cost assignment and allocation
principles assists the Commission in setting just and reasonable rates and
ensures that utilities, including Public Service, do not use ratepayer funds to
subsidize non-regulated activities. See Commission Rule 3500.

Consistent with Commission rules, the Company has modified its
CAAM, as necessary, to update information. These modifications are

discussed in the next section of my testimony.
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A.

HOW DO THE COST ALLOCATION RULES DEFINE A CAAM?

According to Rule 3501(d), the Cost Assignment and Allocation Manual is

defined as:
[T]he indexed document filed by a utility with the Commission
that describes and explains the cost assignment and allocation
methods the utility uses to segregate and account for revenues,
expenses, assets, liabilities, and rate base cost components
assigned or allocated to Colorado jurisdictional activities. It
includes the cost assignment and allocation methods to
segregate and account for costs between and among

jurisdictions, between regulated and non-regulated activities,
and between and among utility divisions.

WHAT DO THE COMMISSION RULES REQUIRE SPECIFICALLY FOR A

CAAM?

The Commission requires each utility to maintain on file an approved CAAM

that “describes and explains the calculation methods the utility uses to

segregate and account for revenues, expenses, assets, liabilities and rate
base cost components assigned or allocated to Colorado jurisdictional
activities.” Commission Rule 3503(a). The CAAM must include calculation
methods for the segregation and accounting for costs between and among
jurisdictions; between regulated and non-regulated activities; and between
and among utility divisions. Id. | identify more specific requirements in Rule

3503(b) and each section of the CAAM that addresses those requirements as

follows:

e Parts (1) and (lll) of Rule 3503(b) require a listing of all regulated or non-
regulated divisions of Public Service and the regulated or non-regulated
activities conducted by each division; and a listing and description of
sufficient detail (in accordance with the regulations) of each regulated and
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non-regulated activity offered by Public Service. See CAAM, Section II,
Regulated and Non-Regulated Divisions and Activities.

Part (1) of Rule 3503(b) requires a listing of all regulated or non-regulated
affiliates of Public Service and identification of the affiliates that allocate or
assign costs to and from the Company. See CAAM, Section lll, Corporate
Organization.

Parts (IV) and (V) of Rule 3503(b) require: a listing of the revenues,
expenses, assets, liabilities, and rate base items by Uniform System of
Accounts (“USo0A”) account number that the Company proposes to include
in its revenue requirement for Colorado jurisdictional activities, including
those items that are partially or exclusively allocated or assigned to
Colorado; and a detailed description showing how the revenues,
expenses, assets, liabilities, and rate base items by account and sub-
account are assigned and/or allocated to Public Service’'s non-regulated
activities, along with a description of the methods used to perform the
assignment and allocations. See CAAM, Section IV, Assignments and
Allocations by FERC Account; CAAM, Section V, Cost Assignment and
Allocation Process; CAAM, Section VI, Allocating Workorders; CAAM,
Section VIII, Utility Allocations; and CAAM, Section IX, Non-Regulated
Activity Allocations.

Parts (VI) and (VII) of Rule 3503(b) require a description of each
transaction between Public Service and a non-regulated activity which

occurred since Public Service’'s prior CAAM was filed and, for each
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transaction, a statement as to whether, for this Commission’s jurisdictional
cost assignment and allocation purposes, the value of the transactions is
at cost or market as applicable; and a description of the basis for how the
assignment or allocation is made. See CAAM, Section IV, Assignments
and Allocations by FERC Account; CAAM, Section V, Cost Assignment
and Allocation Process; CAAM, Section VI, Allocating Workorders; CAAM,
Section VIII, Utility Allocations; CAAM, Section IX, Non-Regulated Activity
Allocations; and the FDC Study at Attachment No. JSSP-2 and
CONFIDENTIAL Attachment No. JSSP-2A.

e Part (VII) of Rule 3503(b) requires specific cost assignments or
allocations that are under the jurisdiction of another authority, with a
written description of the prescribed methods. See CAAM, Section X,
Service Company Assignments & Allocations.

WHAT IS A FULLY DISTRIBUTED COST STUDY?

According to Rule 3501(g), a “Fully-Distributed Cost Study” is defined as:

[A] cost study that reflects the result of the fully distributed
revenues, expenses, assets, liabilities and rate base amounts
for the Colorado utility to and from the different activities,

jurisdictions, divisions, and affiliates using cost accounting,
engineering, and economic concepts, methods, and standards.

WHAT DO THE COMMISSION RULES REQUIRE SPECIFICALLY
FOR A FDC STUDY?

Pursuant to Rule 3504(a), Public Service is required to submit its FDC
Study when filing its CAAM. When filed with a rate case, the FDC
Study must utilize the same test year as the utility’s rate case filing.
See Rule 3504(d). The FDC Study is required to identify all non-

22



regulated activities provided by each division in Colorado, showing the
revenues, expenses, assets, liabilities, and rate base items assigned
and allocated to each non-regulated activity. See Rule 3504(b). For
each division of Public Service (electric, gas and thermal), the FDC
Study also must include a summary of the assigned and allocated
costs. See id. As required by the Commission rules, the FDC Study
also identifies non-regulated costs by account number, sub-account

number and account description. See Rule 3504(d).*

! Given the confidential filing of a portion of the FDC Study, my testimony does not
specifically identify the sections of the FDC Study that satisfy the Commission’s rules. See
CONFIDENTIAL Attachment No. JSSP-2A.

23



N -

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

V. THE HISTORY OF THE COST ASSIGNMENT AND ALLOCATION
MANUAL AND THE FDC STUDY

CAN YOU EXPLAIN THE GENESIS OF THE CURRENT VERSION OF THE
CAAM AND FDC STUDY?

The CAAM and FDC Study the Company is submitting in this proceeding are
the result of cost allocation regulations the Commission adopted in 2006.
Even before the regulations were adopted in 2006, the Company in
conjunction with other interested parties undertook a significant process,
explained below, to develop what is now the current form of the CAAM and
FDC Study. After the April 1, 2006 effective date of the new cost allocation
rules, the first version of the current CAAM was approved on November 21,
2006, in Proceeding No. 06A-555EG, Decision No. C06-1358. While the
Company has continued to make normal updates to the CAAM, the CAAM
filed in this Proceeding as Attachment No. JSSP-1 nonetheless uses
generally the same methods of cost assignment and allocation in developing
its regulated revenue requirement as utilized in 2006.

PRIOR TO THE ADOPTION OF THE REGULATIONS IN 2006, PLEASE
EXPLAIN THE PROCESS THAT PUBLIC SERVICE UNDERTOOK TO
DEVELOP A CAAM THAT WAS ACCEPTABLE TO STAFF AND OTHER
INTERESTED PARTIES IN COMMISSION PROCEEDINGS.

As a result of the 2002 Phase | Rate Case (Proceeding No. 02S-315EG), the
Company and interested parties agreed to engage in good-faith workshops on
cost allocation and assignment. These workshops were intended to educate

interested parties on the Company’s cost allocation processes in order to
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demonstrate that all allocations resulted in a fair and reasonable sharing of
costs between Xcel Energy affiliates and between regulated and non-regulated
operations within Public Service. Within 30 days following the completion of the
workshops, the Company was required to file any appropriate modifications to
its CAAM.

Beginning in August 2003 and concluding in February 2005, the
Company held approximately 12 workshops with representatives of the
Colorado Public Utilities Commission Staff (“Staff”), the Colorado Business
Alliance (“CBA”), and the Office of Consumer Counsel (“OCC”). At these
workshops, the Company explained in detail each of the cost allocation
processes included in the CAAM. For example, the Company explained how
fleet costs are initially charged into a clearing pool and then the costs are
distributed monthly, using rates established for each vehicle, based upon the
usage of the vehicle during the month. In addition, we showed interested
parties that vehicles for HomeSmart are 100 percent assigned to HomeSmatrt,
and therefore, the costs of these vehicles are recorded “below the line.”
Through these collaborative workshops, there were some changes made in the
Company’s then-current allocation methods. The result was that, at the
conclusion of the workshops, all parties agreed that the processes outlined in
the CAAM resulted in a fair and reasonable allocation and/or assignment of
costs to Public Service, each of its utility divisions and to Public Service’s non-
regulated activities, and that there was no cross-subsidization occurring

between regulated and non-regulated operations within Public Service.
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On April 15, 2005, following the conclusion of the workshops, the
Company filed an updated CAAM in Proceeding No. 05I-188E. The April 15,
2005 CAAM update is very similar to the CAAM still in effect today.

DID THE COMPANY CONDUCT ANY OTHER WORKSHOPS AS A RESULT
OF THE 2002 PHASE | RATE CASE (PROCEEDING NO. 02S-315EG)?

Yes, the Company also conducted a two-day workshop on August 9 and 12,
2002 for the purpose of explaining the then-new J. D. Edwards (*JDE”)
accounting system to Staff. Specific issues covered included the JDE chart of
accounts, processing steps, and the traceability between the business view (i.e.,
object view) and the regulatory view (i.e., FERC view). As a result of this
workshop, the Company made some modifications to JDE to add transparency
regarding the linkage between the business view and the regulatory view,
including the elimination of all FERC allocations except one. At the conclusion
of this workshop, | believe the Staff that participated in the two-day workshop
were comfortable with how the JDE accounting system processed costs.

WERE THERE ANY FURTHER MEETINGS AROUND COST ALLOCATION
AFTER THE WORKSHOPS CONCLUDED AND THE APRIL 15, 2005
UPDATED CAAM WAS FILED?

Yes. Shortly after the workshops concluded, the parties began discussing the
new Notice of Proposed Rulemaking (“NOPR”) related to cost allocation in an
effort to come to an agreement on the requirements desired in the new rules
prior to each party drafting comments on the NOPR. As a result of these

discussions, each party submitted fairly consistent comments that were
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eventually considered and incorporated into the final rules effective April 1,
2006. The Company’s first CAAM and FDC Study under the new rules were
approved in Decision No. C06-1358, as previously stated. The 2006 CAAM
and FDC Study have been the foundation for each of the CAAMs and FDC

studies filed since 2006.
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VI. THE COST ASSIGNMENT AND ALLOCATION MANUAL

WHEN HAS THE COMPANY UPDATED ITS CAAM SINCE THE
COMMISSION APPROVED THE CAAM, DATED OCTOBER 9, 2006, IN
PROCEEDING NO. 06A-555EG?

Since October 9, 2006, the Company has filed an updated CAAM in
connection with each of its electric and natural gas Phase 1 rate cases. Most
recently, we filed an updated CAAM that was approved in Proceeding No.
12AL-1268G.

HAS THE COMPANY UPDATED ITS CAAM SINCE IT WAS APPROVED IN
PROCEEDING NO. 12AL-1268G?

Yes. The CAAM being filed in this proceeding, dated March 2014, has been
updated and is applicable to the Test Year presented by Ms. Blair. While
modifications have been made to the CAAM filed in this proceeding, none of
the modifications propose a significant change to the Company’s cost
assignment and allocation process. The Company has provided a
comparison document that identifies all modifications to the CAAM since it
was last filed in Proceeding No. 12AL-1268G as Attachment No. JSSP-1A.
ARE THERE ANY ALLOCATION METHODS INCLUDED IN THE CAAM
WHICH HAVE BEEN REVIEWED AND APPROVED FOR USE BY OTHER
REGULATORY AUTHORITIES?

Yes. The allocation methods included in the CAAM for XES costs were initially

developed and approved by the SEC under PUHCA 1935. We have reported
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our allocation methods to FERC under PUHCA 2005 through the filing of the

FERC Form 60.

PLEASE PROVIDE A HIGH LEVEL OVERVIEW OF THE CONTENTS OF

THE COMPANY’'S MARCH 2014 CAAM.

The following is a description of the sections included in Public Service’s

March 2014 CAAM:

Section | — Introduction: provides an introduction to the CAAM, as well as
definitions for abbreviations, acronyms or terms used in the document.
Section Il — Regulated and Non-regulated Divisions and Activities:
describes Public Service’s regulated electric, gas, and thermal divisions
and activities, incidental services, and non-regulated activities.

Section Il — Corporate Organization: provides an overview of Public
Service and lists the regulated and non-regulated affiliates in the Xcel
Energy holding company system, including Public Service’s subsidiaries,
as well as identifies the affiliates with whom Public Service has
transactions.

Section IV — Assignments and Allocations by FERC Account: lists the
accounts Public Service includes in its revenue requirement for Colorado
jurisdictional activities and specifies how those FERC accounts and sub-
accounts are assigned and/or allocated to Public Service non-regulated
activities, along with a description of the methods used to perform the

assignments or allocations.

29



10

11

12

13

14

15

16

17

18

19

20

21

22

Section V — Cost Assignment and Allocation Process: provides an
overview of the cost assignment and allocation principles used by Public
Service and the accounting processes within the monthly close and within
JDE, including both system generated processes and manual processes,
used to assign and allocate costs between the regulated and non-
regulated activities of Public Service.

Section VI — Allocating Workorders: explains the allocating workorder
process and the allocation methods used within Public Service to allocate
certain information technology costs that support multiple utility processes
to the appropriate FERC functional accounts related to those processes.
Section VII — FERC Allocation: explains the FERC allocation used within
Public Service to allocate meter turn on/off costs.

Section VIII — Utility Allocations: explains the utility allocations and the
allocation methods used within Public Service to allocate common or
shared costs among electric, gas, and thermal divisions and non-regulated
activities.

Section IX — Non-regulated Activity Allocations: explains the allocation
methods used to allocate A&G and Customer Accounting costs to the non-
regulated activities.

Section X — Service Company Assignments and Allocations: lists the
allocation methods used by XES to allocate costs among the Xcel Energy

system of companies. For each allocation referenced, the CAAM
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describes the allocation method or the development of internal billing

rates, whichever is applicable.

A. Allocating Workorders

WHAT IS THE PURPOSE OF ALLOCATING WORKORDERS?

Allocating workorders apply only to certain information technology system
costs that are billed from XES to the Public Service legal entity and benefit
more than one functional area. These labor and non-labor O&M costs are for
systems that process information for activities that should be recorded in
several FERC functional accounts, such as: (1) the Electric Supervisory
Control and Data Acquisition (“SCADA’) system, which exercises load
dispatching for the distribution and transmission of natural gas, resulting in
the allocation of costs for the transmission and distribution electric system
and (2) the Maximo software, which is used to track costs for generation and
assists in allocation of costs to steam, hydro, nonutility, and other power
generation operations. There are five allocating workorders used in Public
Service, and they are described in Section VI of the CAAM (Attachment No.
JSSP-1).

WHEN ARE ALLOCATING WORKORDERS UPDATED?

Public Service’s allocating workorder factors are updated on an annual basis
using the prior calendar year actual statistics and are entered into the system
for April business. The allocating workorder updates are based on data as of
December 31, 2012. As is explained below, the process of updating

allocations in April based upon the prior calendar year statistics carries
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through to other types of allocations, including utility allocations, FERC
allocations and non-regulated activity allocations.

HAVE THE TEST YEAR ALLOCATING WORKORDER METHODS AND
ALLOCATION PERCENTS BEEN PROVIDED?

Yes. The Test Year allocating workorder methods are explained in Section VI
of the CAAM (see Attachment No. JSSP-1). In addition, the allocating
workorders and the associated allocation methods and percents used for

purposes of the Test Year are provided Attachment No. JSSP-7.

B. Utility Allocations

WHAT IS THE PURPOSE OF COMMON O&M UTILITY ALLOCATIONS?
Common O&M utility allocations within Public Service are developed to
allocate common (electric, gas and thermal) costs that are recorded in A&G
FERC accounts 920-935 to the electric, gas, and thermal divisions and to
allocate common (electric, gas, and thermal) costs that are recorded in FERC
accounts 901-917 for customer accounting, customer information, and sales
costs to the electric and gas utilities.

WHEN AND HOW ARE COMMON O&M UTILITY ALLOCATIONS
APPLIED?

Common O&M utility allocations are performed on a monthly basis after all
transactions have been recorded. Any records with a “common” designator
for Public Service within JDE are allocated based on the allocation method
developed for each specific pool of costs. Rather than using a workorder

code for this allocation, the allocation pools are programmed into the system
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based on a specific FERC account or a combination of FERC accounts. For
example, common costs in FERC account 925, Injuries and Damages, and
FERC account 926, Pensions and Benefits, are allocated to the electric, gas,
and thermal utilities based on the labor allocation method, because the costs
in the pool have a cost causative relationship with labor. Section VIII of the
CAAM (see Attachment No. JSSP-1) explains the allocation method used for
each of the allocation pools for common costs recorded in FERC accounts
901-935.

HAVE THE TEST YEAR O&M UTILITY ALLOCATION METHODS AND
ALLOCATION PERCENTS BEEN PROVIDED?

Yes. The Test Year O&M utility allocation methods are explained in Section
VIII of the CAAM. In addition, the Test Year O&M utility allocation percents
are provided in the schedule included as Attachment No. JSSP-4.

HAVE THE TEST YEAR UTILITY RATE BASE AND NON-O&M
ALLOCATION METHODS AND ALLOCATION PERCENTAGES BEEN
PROVIDED?

The utility rate base and non-O&M allocation methods used for the Test Year
cost of service study are explained in Section VIII of the CAAM (see
Attachment No. JSSP-1). However Ms. Blair discusses the common plant

allocation factors used to develop the Test Year.

C. FERC Allocations
WHAT IS THE PURPOSE OF FERC ALLOCATIONS?

Public Service has one FERC allocation that is used to allocate costs
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associated with turning on or turning off customer meters.

WHEN IS THE FERC ALLOCATION FACTOR UPDATED?

The Public Service FERC allocation is updated on an annual basis using the
prior calendar year actual statistics and is entered into the system for April
business.

HAS THE TEST YEAR FERC ALLOCATION METHOD AND ALLOCATION
PERCENT BEEN PROVIDED?

Yes. The Test Year FERC allocation method is explained in Section VII of
the CAAM. In addition, the Test Year FERC allocation percent is provided in

the schedule included as Attachment No. JSSP-5.

D. Non-Regulated Activity Allocations

WHAT IS THE PURPOSE OF NON-REGULATED ACTIVITY
ALLOCATIONS?

Non-regulated activity allocations ensure that the billed costs for services
provided to non-regulated activities represent a fully distributed cost and that
electric, gas, and thermal utility divisions are not subsidizing the non-
regulated activities.

PLEASE DESCRIBE PUBLIC SERVICE’'S NON-REGULATED ACTIVITIES.
A complete list of Public Service’s non-regulated activities is included in

Section Il of the CAAM (see Attachment No. JSSP-1).
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HOW ARE PUBLIC SERVICE'S NON-REGULATED ACTIVITIES
SEPARATED FROM ITS REGULATED UTILITY ACTIVITIES TO ENSURE
THEIR COSTS ARE NOT INCLUDED IN THE UTILITY REVENUE
REQUIREMENTS CALCULATION?

The costs of Public Service’s non-regulated activities are separated through
the use of specific JDE business units. The specific JDE business units are
coded as non-regulated and have a non-utility FERC account assignment that
ensures costs are recorded appropriately. As a result, the costs are excluded
from utility revenue requirements calculations.

WHAT TYPES OF COSTS ARE BILLED TO THE NON-REGULATED
ACTIVITIES?

Non-regulated activities are directly charged to FERC accounts 417,
Revenues from Nonutility Operations, and 417.1, Nonutility Expenses,
whenever possible, for services performed for their benefit by Public Service
and XES. Non-regulated activities incur a majority of their costs through
direct assignment. For example, XES employees working on Public Service’s
non-regulated activities will charge their labor costs through labor distribution
each month directly to each non-regulated activity. In addition, a portion of
their non-labor expenses will follow their labor. All expenses recorded in each
non-regulated activity account are linked to FERC account 417.1, Nonutility
Expenses. These costs are not recorded in Public Service’s utility O&M
accounts and are, therefore, not included in the cost of service.

Public Service employees working on Public Service’s non-regulated

35



10

11

12

13

14

15

16

17

18

19

20

21

activities also charge their labor costs through labor distribution to the non-
regulated activity account. These expenses are also linked to FERC account
417.1, Nonutility Expenses, and are not recorded in Public Service’s utility
O&M accounts.

Labor-related Overheads (e.g., pensions, benefits, nonproductive time,
workers’ compensation) and facilities costs are programmed to follow labor
costs and also will be recorded in the non-regulated activity accounts that are
linked to FERC account 417.1, Nonutility Expenses. The labor-related
overheads are described in more detail in Section V of the CAAM along with
other overheads.

WHAT METHOD HAS BEEN APPROVED BY THIS COMMISSION FOR
ALLOCATING A&G COSTS TO THE NON-REGULATED ACTIVITIES?

The Commission approved the use of an A&G allocator based on the ratio of
common costs (i.e., costs not directly assigned to electric, gas or thermal
utility divisions) in FERC accounts 920-935 to total Public Service labor in
Proceeding No. 06A-555EG, Decision No. C06-1358. The allocation
percentage is then applied to labor charged to each non-regulated activity to
determine the A&G overhead to be allocated to that activity.

IS THE COMPANY PROPOSING ANY REVISIONS TO ITS A&G
OVERHEAD CALCULATION?

No.
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WHAT METHOD HAS THIS COMMISSION APPROVED FOR ALLOCATING
CUSTOMER ACCOUNTING COSTS TO THE NON-REGULATED
ACTIVITIES?

In Proceeding No. 06A-555EG, Decision No. C06-1358, the Commission
approved the use of a customer accounting allocator based on the ratio of
common costs in FERC accounts 901-917, excluding the amounts recorded
in FERC accounts: 902, Meter Reading Expenses; 904, Uncollectible
Accounts; and Demand Side Management costs included in account 908, to
total revenues, excluding trading revenues. The specific exclusions include
accounts that are unrelated to the Company’s non-regulated activities.

IS THE COMPANY PROPOSING ANY REVISIONS TO ITS CUSTOMER
ACCOUNTING OVERHEAD CALCULATION?

No.

HAVE THE TEST YEAR NON-REGULATED ACTIVITY ALLOCATION
METHODS AND ALLOCATION PERCENTS BEEN SUPPLIED?

Yes. The Test Year non-regulated allocation methods are explained in
Section IX of the CAAM (see Attachment No. JSSP-1). In addition, the Test
Year allocation percents used for purposes of the Test Year are provided in

the schedule included as Attachment No. JSSP-6.

37



10

11

12

13

14

15

16

17

18

19

20

21

22

23

VIl. THE FULLY DISTRIBUTED COST STUDY IN THIS PROCEEDING

HAS THE COMPANY PERFORMED A FDC STUDY FOR PURPOSES OF
THIS CASE?

Yes.

PLEASE DESCRIBE THE COMPANY'S FDC STUDY.

The FDC Study performed for purposes of this proceeding is attached to my
testimony as Attachment No. JSSP-2 and Confidential Attachment No. JSSP-
2A. The FDC Study summarizes the results of applying the methods set forth
in the CAAM in order to segregate all revenues, expenses, and investments
associated with the Company’s non-regulated activities from the Company’s
regulated cost of service. This is the same format for the FDC Study that was
agreed to as part of the 2002 Phase | Rate Case Settlement in Proceeding
No. 02S-315EG, referenced earlier. This format was reviewed by the parties
who participated in the workshop process, and it was agreed in that context
that the format should remain the same.

Attachment No. JSSP-2 is in the form of an income statement and
balance sheet and shows the results of the Company’s assignment and
allocation of the major categories of revenues, expenses, and investment
among the gas, electric, thermal utilities, and nonutility divisions for the Test
Year. Confidential Attachment No. JSSP-2A shows the detailed breakdown
of revenues, expenses, and investment assigned and allocated to the
Company’s non-regulated activities. The non-regulated products and

services are identified across the top of the report, starting in the second
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column. Each product or service has one or more JDE business unit
numbers that identify where costs are recorded for that non-regulated product
or service. The first column on the page provides the line item information by
JDE object account and description of the type of cost incurred. The A&G
and Customer Accounting overhead loadings are shown near the bottom of
the report.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Attachment A
Statement of Qualifications
Janet S. Schmidt-Petree

| graduated from Michigan State University in 1979 with a Bachelor of Arts
degree in accounting. | earned a Master of Science degree, with an emphasis in

accounting, from the University of Colorado in 1992.
| began my employment with Public Service in April 1982 in General
Accounting. In 1990, | became Manager of Financial Accounting and was
responsible for external reporting, including the preparation of the 10-Qs, 10-Ks, the
financial sections of the Annual Report, and the FERC Form 1. In 1993, | became
Manager of Budgeting and Responsibility Center Reporting, which required
coordination and oversight of the preparation of Public Service’s O&M expense and
capital expenditure budgets. As a result of the merger of Public Service and SPS to
form New Century Energies, Inc. ("NCE”), | became Manager of General Ledger.
My duties included the development of New Century Services, Inc. (“NCS”), the
service company subsidiary of NCE. In the position of Manager of General Ledger, |
also had overall management responsibility for directing, coordinating, and
maintaining the accounting books and records of NCE, SPS, Public Service,
Cheyenne Light, Fuel & Power Company, and certain other subsidiaries. As a result
of the merger of NCE and Northern States Power (“NSP”) to form Xcel Energy in
2000, | became the Director of Service Company and Subsidiary Accounting. In this
position, | initially had the overall management and responsibility for developing,

directing, and maintaining the accounting books and records for XES, four



intermediate holding companies, and seven subsidiary companies. The duties for
XES included the overall administration of service company activities as previously
detailed. In 2005, | became the Director of Budgeting and Service Company
Accounting. | was responsible for the coordination of the business areas’ two-year
O&M expense budgets, the five-year capital expenditure budgets, and monthly
forecasts to produce the corporate-wide Xcel Energy O&M expense and capital
expenditure budgets and | was responsible for the administration of XES.

In January 2008, | became the Senior Financial Director, Operating
Companies for the Public Service and SPS Presidents and supported the distribution
operations for both SPS and Public Service, as well as several other departments.
In mid-2011, my responsibilities expanded to include the Group President
organization. | am the primary financial liaison for the Senior Vice President of the
Group President business area and his direct reports who include the presidents of
Public Service, SPS, NSPM and NSPM and their direct reports. | am also
responsible for the General Counsel, Chief Executive Officer, External Affairs and
Chief Financial Officer shared service organizations. My responsibilities include the
coordination of the three-year O&M expense budgets for these areas. This includes
supporting the Operating Company presidents with their review of the overall utility
Operating Company performance as well as their detailed budgets and the budgets
of the departments within the Group President business area. | am also responsible
for providing accounting support for the Operating Company presidents by providing
financial information that assists the senior leadership team in making decisions and

by acting as a liaison between the Operating Company presidents and the



accounting organization on financial accounting issues. Effective January 2013, my
responsibilities were again expanded as | resumed by oversight of XES. | am
responsible for the oversight of the XES administration, including accounting, billing,
allocations, policies and procedures, service agreements, internal audits, external
audits, and external reporting to state and federal regulatory agencies. | am also
responsible for the publication of cost assignment and allocation manuals in each
jurisdiction, where required, workorder allocations, non-operation and maintenance
allocations, and non-regulated business activity allocations for all four of Xcel

Energy’s Operating Companies where such allocations are necessary.
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I. INTRODUCTION

This Cost Assignment and Allocation Manual (“CAAM”), pursuant to 4 Code of
Colorado Regulations (“CCR") 723-3-3500 et seq. and 4 CCR 723-3-4500 et seq. describes
and explains the calculation methods Public Service Company of Colorado, a Colorado
corporation (“PSCo” or the “Company”) uses to segregate and account for revenues,
expenses, assets, liabilities and ratebase cost components assigned or allocated to
Colorado jurisdictional activities. It includes the calculation methods to segregate and
account for costs between and among jurisdictions, between regulated and non-
regulated activities and between and among utility divisions.

This CAAM contains the following sections:
e Introduction (Section I)

e Regulated and Non-regulated Divisions and Activities (Section II)
e Corporate Organization (Section III)

e Assignments & Allocations by FERC Account (Section IV)

e Cost Assignment and Allocation Process (Section V)

e Allocating Workorders (Section VI)

e FERC Allocation (Section VII)

e Utility Allocations (Section VIII)

e Non-regulated Activity Allocations (Section IX)

e Service Company Assignments & Allocations (Section X)

DEFINITIONS

Abbreviations or Acronyms

The following abbreviations or acronyms are used within the CAAM document:

A&G.. .o Administrative and General
AFUDC.....oooiiiiii Allowance for Funds Used During Construction
CAAM. ... Cost Assignment & Allocation Manual
CAD .. Computer Aided Design
CCR. Code of Colorado Regulations
CRS. Colorado Revised Statutes
ComMMUSSION. .. ..cuviieiiiiiiiii Colorado Public Utility Commission
ECA. Electric Cost Adjustment
EMS. Energy Management System
FAS. Financial Accounting Standards
FERC. ...t Federal Energy Regulatory Commission
FICA. ..o Federal Insurance Contributions Act
FUTA. ..., Federal Unemployment Tax Act
HVAC. ... Heating, Ventilation & Air Conditioning
1 Information Technology
T E e, J.D. Edwards Financial System
Public Service Company of Colorado, Revised March 2014

a Colorado corporation I-1
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Abbreviations or Acronyms (continued)

NSPM.. .o Northern States Power Co., a Minnesota corp.
NOPW . e, Northern States Power Co., a Wisconsin corp.
O&M. .o Operations and Maintenance
PassPort.................. Indus PassPort Integrated Supply Chain/ Accounts Payable System
PSCo or the Company................. Public Service Company of Colorado, a Colorado corp.
RESA.....oo Renewable Energy Standard Adjustment
RTU. ..o Remiote Terminal Units
SCADA ..o Supervisory Control and Data Acquisition
Service COMPANY..........uuiiiiiiiiiiiiiiii e Xcel Energy Services Inc.
SPS...iiii Southwestern Public Service Company, a New Mexico corp.
SUTA. .. e State Unemployment Tax Authority
Xcel Energy or the Holding Company............c..cccoveviiiiiiiniiininnnnn. Xcel Energy Inc.

Terms
The following terms are used within the CAAM document:

Accounts Payable - the Payment and Reporting Department of Xcel Energy Services Inc.
(the “Service Company”).

Administrative and General (“A&G”) - includes activity in Federal Energy Regulatory
Commission (“FERC”) accounts 920-935, Administrative and General Expenses.

Customer Accounting Costs - includes activity in FERC accounts 901-903, Customer
Accounts Expenses; FERC accounts 906-910, Customer Service and Informational
Expenses; and FERC accounts 911-917, Sales Expenses.

J.D. Edwards Financial System (“JDE”) Business Unit - describes where a transaction
will be recognized in an organization. JDE Business Units are assigned only to one
company or legal entity and are the lowest organizational reporting level for the
Company.

Non-Operations and Maintenance Allocations - allocations designed to apportion
expenses recorded in accounts other than operations and maintenance to electric,
gas, thermal and nonutility. The non-O&M costs apportioned include depreciation,
payroll taxes, miscellaneous service revenues, amortization expenses, etc.

Operations and Maintenance (“O&M”) - includes activity in FERC accounts 500-935
with the exception of the following FERC accounts: 501, Fuel; 901-903, Customer
Accounts Expenses; 906-910, Customer Service and Informational Expenses; 911-917,
Sales Expenses; and 920-935, Administrative and General Expenses.

Supply Chain - the Supply Chain Department of the Service Company.

Workorder - accumulates costs for capital, expense or to be further allocated.

Public Service Company of Colorado, Revised March 2014
a Colorado corporation 1-2
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II. REGULATED AND NON-REGULATED DIVISIONS
AND ACTIVITIES

OVERVIEW

This section addresses the requirements of Rules 4 CCR 723-3503(b)(I) and (I11) and 4
CCR 723-4503(b)(I) and (III).

Any service that does not meet the definitions of a regulated activity or incidental
service, as described below, is considered a non-regulated activity for purposes of this
CAAM. 4 CCR 723-3501 defines regulated activity and incidental services as follows:

() “Regulated Activity” means any activity that is offered as a public
utility service as defined in Title 40, Articles 1 to 7 [Colorado Revised
Statutes (“C.R.S.”)], and is regulated by the [Colorado Public Utility
Commission (“Commission”)] or regulated by another state utility
commission or the FERC, or any non-regulated activity, which meets the
criteria specified in rules 3502(g).

“Incidental Services” means non-tariffed or non-regulated services that
have traditionally been offered incidentally to the provisions of tariff
services where the revenues for all such services do not exceed:

(I) The greater of $100,000 or one percent of the provider’s total
annual Colorado operation revenues for regulated services; or,

(II) Such amount established by the Commission considering the
nature and frequency of the particular service.

4 CCR 723-4501 provides for nearly identical definitions of these terms in relation to gas
operations.

In addition, Rules 4 CCR 723-3502(g) and 4502(g) provide that certain
nonjurisdictional services may be treated as regulated under the following
circumstances:

A utility may classify nonjurisdictional services as regulated if the
services are rate-regulated by another agency (i.e., another state utility
commission or the FERC) and where there are agency-accepted principles
or methods for the development of rates associated with such services.
This rule may apply, for example, to a provider’s wholesale sales of
electric power and energy. For such services, the utility shall identify the
services in its manual, and account for the revenues, expenses, assets,
liabilities, and ratebase associated with these services as if these services
are regulated.

The following pages of this section provide a description of PSCo’s regulated activities,
incidental services and non-regulated activities. Each description identifies the types of
costs associated with each service or activity and identifies the PSCo business area or

Public Service Company of Colorado, II-1 Revised March 2014
a Colorado corporation
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department, which offers the service or activity. All activities are provided only within
the state of Colorado.

REGULATED ACTIVITIES
Electric

Electric - Residential

Residential electric service represents the provision of electric service to residential
customers within the PSCo service territory. Costs associated with this service relate to
the generation or purchase and delivery of electricity through Company-owned
transmission and distribution facilities, primarily fuel or purchased power costs,
depreciation costs, customer accounting costs, O&M and A&G costs. These costs reside
within the PSCo Electric Utility.

Electric - Commercial and Industrial

Commercial and industrial electric service represents the provision of electric service to
commercial and industrial customers within the PSCo service territory. Costs associated
with this service relate to the generation or purchase and delivery of electricity through
Company-owned transmission and distribution facilities, primarily fuel or purchased
power costs, depreciation costs, customer accounting costs, O&M and A&G costs. These
costs reside within the PSCo Electric Utility.

Electric — Public Street and Highway Lighting

Public street and highway lighting electric service represents the provision of electric
service to public authorities for lighting streets, highways, parks and other public places,
or for traffic or other signal system service. Costs associated with this service relate to
the generation or purchase and delivery of electricity through Company-owned
transmission and distribution facilities, primarily fuel or purchased power costs,
depreciation costs, customer accounting costs, O&M and A&G costs. These costs reside
within the PSCo Electric Utility.

Electric — Other Public Authorities

Other public authority electric service represents the provision of electric service to
public authorities under special agreements or contracts. Costs associated with this
service relate to the generation or purchase and delivery of electricity through
Company-owned transmission and distribution facilities, primarily fuel or purchased
power costs, depreciation costs, customer accounting costs, O&M and A&G costs. These
costs reside within the PSCo Electric Utility.

Public Service Company of Colorado, 1I-2 Revised March 2014
a Colorado corporation
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REGULATED ACTIVITIES (continued)

Electric — Resale

Resale electric service represents the provision of electric service to PSCo wholesale
customers or public authorities for resale to end-user customers or to power marketers.
Costs associated with this service relate to the generation or purchase and delivery of
electricity through Company-owned transmission and distribution facilities, or through
facilities owned by third parties, primarily fuel or purchased power costs, depreciation
costs, customer accounting costs, O&M and A&G costs. These costs reside within the
PSCo Electric Utility.

Electric - Interdepartmental

Interdepartmental electric service represents the provision of electric service to PSCo
departments other than the PSCo Electric Utility at tariffed rates. Costs associated with
this service relate to the generation or purchase and delivery of electricity through
Company-owned transmission and distribution facilities, primarily fuel or purchased
power costs, depreciation costs, customer accounting costs, O&M and A&G costs. These
costs reside within the PSCo Electric Utility.

Electric - Maintenance of Street Lights

Maintenance of street lights service is provided to public authorities for the maintenance
of street lighting and related facilities. Costs related to this service include primarily
labor, vehicles and equipment costs, customer accounting costs and A&G costs. These
costs reside within the PSCo Electric Utility.

Electric - Wheeling

Wheeling service represents the provision of transmission service on behalf of other
utilities and public authorities whereby PSCo transports power owned by others over
PSCo’s electric transmission facilities. Costs associated with this service primarily
include transmission facilities” O&M and depreciation costs, customer accounting costs
and A&G costs. These costs reside within the PSCo Electric Utility.

Electric — Miscellaneous Services

PSCo provides several miscellaneous electric services, such as instituting/reinstituting
service requiring a premise visit, transferring service at a specific location between
customers with continuous service with no required premise visit, non-gratuitous
services, processing returned checks, collecting a surcharge on payments made by debit
or credit card, and assessing a late payment fee. Costs associated with these services
primarily include distribution O&M and depreciation costs, customer accounting costs
and A&G costs. These costs reside within the PSCo Electric Utility.

Public Service Company of Colorado, II-3 Revised March 2014
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REGULATED ACTIVITIES (continued)

Off-System Electric Sales

PSCo sells electricity not required to serve its native load to off-system customers. Costs
related to this activity include fuel and purchased power costs. The revenues associated
with these sales reside in FERC account 447, Sales for Resale-Electric. The costs related to
this activity reside in FERC accounts 501, Fuel-Steam Generation, 555, Purchased Power,
and 565, Transmission of Electricity by Others. The Company allocates production
O&M, transmission O&M and customer accounting costs based on a percentage of
overall sales relative to the off-system sales. In addition, the Company assigns a portion
of A&G and non-production O&M to these transactions. These costs reside within the
PSCo Electric Utility.

WindSource®

WindSource is a regulated utility product in which costs in excess of the revenues
received are included in the Renewable Energy Standard Adjustment (“RESA”). PSCo
uses wind turbines to generate power for electric customers for alternative energy
consumption. Costs related to this activity are to recover a return on investment of the
owned wind assets plus depreciation expense. The costs recovered include direct
charges for labor, materials and outside services associated with the service provided. In
addition, payroll taxes, lost time, facilities, workers’ compensation, incentive and
pension and benefits are allocated based on labor dollars. The revenues are recorded in
FERC account 440, Residential Sales-Electric; FERC account 442, Commercial and
Industrial Sales-Electric; and FERC account 447, Sales for Resale-Electric (for FERC
wholesale customers). The costs are recorded in FERC accounts 407.4, Regulatory
Credits, and are then recovered through the RESA and the Electric Cost Adjustment
(“ECA”).

Gas

Gas - Residential

Residential gas service represents the provision of natural gas service to residential
customers within the PSCo service territory. Costs associated with this service relate to
the purchase and delivery of gas through Company-owned facilities, primarily
purchased gas, depreciation costs, customer accounting costs, O&M and A&G costs.
These costs reside within the PSCo Gas Utility.

Gas - Commercial and Industrial

Commercial and industrial gas service represents the provision of natural gas service to
commercial and industrial customers within the PSCo service territory. Costs associated
with this service relate to the purchase and delivery of gas through Company-owned
facilities, primarily purchased gas, depreciation costs, customer accounting costs, O&M
and A&G costs. These costs reside within the PSCo Gas Utility.

Public Service Company of Colorado, 114 Revised March 2014
a Colorado corporation
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REGULATED ACTIVITIES (continued)

Gas - Interdepartmental

Interdepartmental gas service represents the provision of natural gas service or gas
transportation service to PSCo departments other than the PSCo Gas Ultility at tariffed
rates. Costs associated with this service relate to the purchase and delivery of gas
through Company-owned facilities, primarily purchased gas, depreciation costs,
customer accounting costs, O&M and A&G costs. These costs reside within the PSCo
Gas Utility.

Gas - Transportation

Gas transportation service represents the provision of gas delivery service on behalf of
end-use customers, third-party suppliers or marketers whereby PSCo transports gas
owned by others over PSCo’s gas pipeline system. Costs associated with this service
primarily include depreciation costs, customer accounting costs, O&M and A&G costs.
These costs reside within the PSCo Gas Utility.

Gas — Miscellaneous Services

PSCo provides several miscellaneous gas services, such as instituting/reinstituting
service requiring a premise visit, transferring service at a specific location between
customers with continuous service with no required premise visit, non-gratuitous
services, processing returned checks, collecting a surcharge on payments made by debit
or credit card, and assessing a late payment fee. Costs associated with these services
primarily include distribution depreciation costs, customer accounting costs, O&M and
A&G costs. These costs reside within the PSCo Gas Ultility.

Thermal

Thermal - Commercial and Industrial

Commercial and industrial thermal service represents the provision of steam to
customers for various purposes using PSCo’s steam pipeline loop. Costs associated with
this service relate to the generation and circulation of steam through Company-owned
distribution facilities, primarily fuel costs, depreciation costs, customer accounting costs,
O&M and A&G costs. These costs reside within the PSCo Thermal Utility.

Thermal - Miscellaneous Services

PSCo provides several miscellaneous thermal services, such as instituting initial steam
service, reinstituting service from a street valve, non-gratuitous services, repairing
customer equipment, providing engineering consulting work at customer’s requests,
and processing returned checks. Costs associated with these services primarily include
distribution O&M and depreciation costs, customer accounting costs and A&G costs.
These costs reside within the PSCo Thermal Utility.

Public Service Company of Colorado, II-5 Revised March 2014
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REGULATED ACTIVITIES (continued)
Other

Oil and Gas Rovyalties

PSCo receives royalty payments for oil and gas extracted from PSCo-owned property by
exploration and production companies pursuant to oil and gas leases. The revenues
associated with this service are included in FERC account 421, Miscellaneous
Nonoperating Income; however, 50 percent of these revenues are reclassified for
ratemaking purposes to regulated revenues.

INCIDENTAL SERVICES

Consistent with the definition of incidental services set forth above, PSCo has

established the following conditions that must be met for a service to be considered an

incidental service for purposes of this CAAM:

e The revenues associated with the service do not exceed the greater of $100,000
annually or one percent of PSCo’s total annual Colorado operating revenues for
regulated services, or such other amount established by the Commission considering
the nature and frequency of the particular service.

e The service is a business activity for which:

- There is no business or marketing plan.

- PSCo does not solicit customers for the service.

- There is an insubstantial commitment of resources or investment by PSCo.

- The service has been traditionally treated as incidental for ratemaking purposes.
- The service is an outgrowth of regulated operations.

- There is a negligible financial or other risk to the regulated operations.

The incidental services described in this section are services not provided pursuant to

any tariff and have not been traditionally treated as regulated in the operating revenue

and expense accounts for ratemaking purposes. The incidental services included herein
do not include other non-regulated activities.

The following services are treated as incidental services for purposes of this CAAM:

e Rent from Electric and Gas Properties
e Coal Ash Sales

Detailed descriptions of each of the above incidental services are provided on the
following pages.

Public Service Company of Colorado, II-6 Revised March 2014
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INCIDENTAL SERVICES (continued)

Rent from Electric and Gas Properties

Rent from electric and gas properties results from the leasing of PSCo-owned utility
property not currently utilized for the provision of regulated services to nonaffiliated
third parties. Costs related to this service are primarily A&G costs associated with
customer billings, as well as rental contract renewals. The revenue associated with the
rentals resides in FERC account 454, Rent from Electric Property, FERC account 456,
Other Electric Revenue, and FERC account 493, Rent from Gas Properties. The costs
incurred in conjunction with this service are incurred entirely at the Service Company
level, and then allocated back to PSCo as a component of A&G costs. These costs reside
within the PSCo Electric and/or Gas Ultility, as appropriate.

Coal Ash Sales

PSCo sells for beneficial use coal ash, a byproduct of burning coal in the generation of
electricity. Beneficial use of coal ash conserves natural resources and landfill space and
reduces PSCo operating costs. Revenues associated with the sale of coal ash reside in
FERC account 501.7, Fuel Handling. Charges to customers for ash sales are determined
by the value of the ash related to its character, quality, proposed beneficial use, and coal

type.

Service costs are incurred for management and disposal of coal ash. Costs related to this
activity primarily include labor and labor-related overheads incurred by the PSCo
Electric Utility. These costs reside within the Operations business area.

NON-REGULATED ACTIVITIES

The business activities below do not meet the definition of regulated activities or
incidental services, and accordingly, are treated as non-regulated activities for purposes
of this CAAM.

o ConnectSmart

¢ HomeSmart

e Chilled Water Service
e Inactive Products

Detailed descriptions of each of the above non-regulated activities are provided below
and on the following pages.

ConnectSmart

PSCo provides a service for customers moving into or across the region to set up utility
service and other subscription services to their homes (i.e., newspaper, local and long-
distance telephone, cable TV, etc.). PSCo, through its call center, receives telephone
requests for this service, and sends these requests, for a fee, to AllConnect (a third-party
contractor) for the coordination of installation of services. Costs related to this activity
include direct charges for labor, materials and outside services associated with the

Public Service Company of Colorado, 1-7 Revised March 2014
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service provided. In addition, payroll taxes, lost time, facilities, workers” compensation,
incentive and pension and benefits costs are allocated based on labor dollars. Common
A&G costs are allocated to the activity based on labor dollars, and common customer
accounting costs are allocated to the activity based on revenue dollars. The revenues and
costs associated with this service are identified by unique JDE Business Units, and are
recorded in FERC accounts 417, Revenues from Nonutility Operations, and 417.1,
Expenses from Nonutility Operations.

HomeSmart

PSCo provides water heater, Heating Ventilation and Air Conditioning (“HVAC”),
carbon monoxide detector, photovoltaic solar and thermal sales, and appliance repair
services. Costs related to this activity include direct charges for labor, materials, rents,
fleet costs, data processing and phones, and outside services associated with the service
provided. In addition, payroll taxes, lost time, facilities, workers’ compensation,
incentive and pension and benefits are allocated based on labor dollars. Common A&G
costs are allocated to the activity based on labor dollars. This activity utilizes its own
billing system; therefore the activity is not allocated common customer accounting costs.
The revenues and costs associated with this service are identified by unique JDE
Business Units, and are recorded in FERC accounts 417, Revenues from Nonutility
Operations, and 417.1, Expenses from Nonutility Operations. The materials and supplies
inventories are recorded in FERC account 156, Other Materials and Supplies.

In addition, under the HomeSmart product, PSCo offers a preventive maintenance
subscription option for gas and electric appliances, as well as for HVAC equipment. The
Company also provides related repairs as part of this service. Costs related to this
activity include direct charges for labor, materials, and outside services associated with
the service provided. In addition, payroll taxes, lost time, facilities, workers’
compensation, incentives and pension and benefits are allocated based on labor dollars.
Common A&G costs are allocated to the activity based on labor dollars, and common
customer accounting costs are allocated to the activity based on revenue dollars. The
revenues and costs associated with this service are identified by unique JDE Business
Units, and are recorded in FERC accounts 417, Revenues from Nonutility Operations,
and 417.1, Expenses from Nonutility Operations.

Public Service Company of Colorado, 1I-8 Revised March 2014
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NON-REGULATED ACTIVITIES (continued)

Chilled Water Service

PSCo has constructed chilled water facilities to replace customer owned and operated
central air conditioning in some downtown Denver buildings, for which the Company
has contracts to provide this service. Costs related to this activity include direct charges
for labor, equipment and outside services associated with the service provided. In
addition, payroll taxes, lost time, workers’ compensation, incentive and pension and
benefits are allocated based on labor dollars. Common A&G costs are allocated to the
activity based on labor dollars. Chilled Water Service utilizes its own billing system;
therefore, the activity is not allocated common customer accounting costs. The revenues
and costs associated with this service are identified by unique JDE Business Units, and
are recorded in FERC accounts 417, Revenues from Nonutility Operations, and 417.1,
Expenses from Nonutility Operations. The property, plant and equipment are recorded
in FERC accounts 121, Nonutility Property, and 122, Accumulated Provision for
Depreciation and Amortization of Nonutility Property. Depreciation associated with this
service is included in FERC account 417.1, Expenses from Nonutility Operations.

Inactive Products

PSCo classifies products and services that are no longer provided to customers as
Inactive Products. Any remaining revenues and costs associated with these products are
included in Inactive Products. Currently Inactive Products include InfoWise GX Bill,
InfoWise GX Desktop, InfoWise GX Meter, Energy Supply and Non-Ultility products.

Costs related to these activities include direct charges for labor, materials and outside
services associated with the service provided. In addition, payroll taxes, lost time,
facilities, workers’ compensation, incentive and pension and benefits are allocated based
on labor dollars. Common A&G costs are allocated to the activity based on labor dollars,
and common customer accounting costs are allocated to the activity based on revenue
dollars. The revenues and costs associated with these services are identified by unique
JDE Business Units, and are recorded in FERC accounts 417, Revenues from Nonutility
Operations, and 417.1, Expenses from Nonutility Operations.

Public Service Company of Colorado, II-9 Revised March 2014
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III. CORPORATE ORGANIZATION

OVERVIEW OF COMPANY SYSTEM

This section addresses the requirements of Rules 4 CCR723-3503(b)(II) and 4 CCR 723-
4503(b)(11).

Xcel Energy Inc., a Minnesota corporation (“Xcel Energy”), is a registered holding company.
Xcel Energy directly owns four operating public utility subsidiaries that serve electric, natural
gas, thermal and propane customers in eight states. These four utility subsidiaries are
Northern States Power Co., a Minnesota corporation (“NSPM”); Northern States Power Co., a
Wisconsin corporation (“NSPW”); PSCo; and Southwestern Public Service Company, a New
Mexico corporation (“SPS”). Their collective service territories include portions of Colorado,
Michigan, Minnesota, New Mexico, North Dakota, South Dakota, Texas and Wisconsin. Xcel
Energy’s regulated businesses also include WestGas InterState, Inc., an interstate natural gas
pipeline company regulated by the FERC.

Xcel Energy’s non-regulated subsidiaries include Eloigne Co. which holds investments in
rental housing projects that qualify for low-income housing tax credits.

Xcel Energy owns the following additional direct subsidiaries, some of which are intermediate
holding companies with additional subsidiaries: Xcel Energy Wholesale Group Inc., Xcel
Energy Markets Holdings Inc., Xcel Energy International Inc., Xcel Energy Ventures Inc., Xcel
Energy Retail Holdings Inc., Xcel Energy Communications Group Inc., Xcel Energy WYCO
Inc., and the Service Company. Xcel Energy and its subsidiaries collectively are referred to as
Xcel Energy Inc., and many do business under the Xcel Energy name. See the following pages
for a complete legal entity organizational listing for Xcel Energy and its subsidiaries. Those
affiliates that allocate or assign costs to and from PSCo are identified with an “X” in one or
both columns on the right-hand side of the page following the affiliate’s name.

LIST OF REGULATED & NON-REGULATED AFFILIATES
Services Provided
by PSCo by Affiliate
to Affiliate to PSCo

Xcel Energy Inc. X X
Northern States Power Company, a Minnesota corporation
NSP Nuclear Corporation
Nuclear Management Corporation
Private Fuel Storage LLC
United Power and Land Company
Northern States Power Company, a Wisconsin corporation
Chippewa and Flambeau Improvement Company
Clearwater Investments, Inc.
Shoe Factory Holdings LLC
Woodsedge Eau Claire LP
NSP Lands Inc.

Public Service Company of Colorado, Revised March 2014
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LIST OF REGULATED & NON-REGULATED AFFILIATES (continued)

Services Provided
by PSCo by Affiliate
to Affiliate to PSCo

Public Service Company of Colorado, a Colorado corp.
1480 Welton Inc.
Beeman Irrigating Ditch and Milling Company
Consolidated Extension Canal Company
East Boulder Ditch Company
Fisher Ditch Company
Gardeners’ Mutual Ditch Company
Green & Clear Lakes Company
Hillcrest Ditch and Reservoir Company
Las Animas Consolidated Canal Company X
PSR Investments Inc. X X
United Water Company
Southwestern Public Service Company, a New Mexico Corp. X X
WestGas InterState, Inc.
Xcel Energy Communications Group Inc.
Seren Innovations Inc. *
NCE Communications Inc.
Xcel Energy Foundation
Xcel Energy International Inc. *
Xcel Energy Argentina Inc. *
Xcel Energy Markets Holdings Inc.
e prime Inc. *
Young Gas Storage Company Ltd.
Xcel Energy Retail Holdings, Inc.
Reddy Kilowatt Corporation
Xcel Energy Performance Contracting Inc.
Xcel Energy Services Inc. X X
Xcel Energy Ventures Inc.
Eloigne Company
Bemicil Townhouse LP
Central Towers LP
Chaska Brickstone LP
Colfax Prairie Homes LP
Cottage Court LP
Crown Ridge Apartments LP
Dakotah Pioneer LP
East Creek LP
Edenvale Family Housing LP
Fairview Ridge LP
Farmington Family Housing LP
Farmington Townhome LP
Hearthstone Village LP
J&D 14-93 LP
Jefferson Heights of Zumbrota LP

Public Service Company of Colorado, Revised March 2014
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LIST OF REGULATED & NON-REGULATED AFFILIATES (continued)

Services Provided
by PSCo by Affiliate
to Affiliate to PSCo

Lauring Green LP
Links Lane LP
Lyndale Avenue Townhomes LP
Mahtomedi Woodland LP
Majestic View LP
Mankato Townhomes LLP
Marvin Garden LP
MDI LP #44
Moorhead Townhomes LP
Park Rapids Townhomes LP
Rochester Townhome LP
Rushford Housing LP
RWIC Credit Fund LP-1993
Safe Haven Homes LLC
Shade Tree Apartments LP
Shakopee Boulder Ridge LP
Shenandoah Woods LP
Sioux Falls Housing Equity Fund II LP
Sioux Falls Partners LP
St. Cloud Housing LP
Tower Terrace LP
Wyoming LP
Wyoming LP II

Xcel Energy Wholesale Group Inc. *

Quixx Corporation *

Quixx Carolina Inc. *
Quixx Linden LP *
Quixxlin Corp. *

Xcel Energy WYCO Inc.

WYCO Development, LLC

* Company is being classified in discontinued operations
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IV. ASSIGNMENTS & ALLOCATIONS BY FERC
ACCOUNT

INTRODUCTION

As required by 4 CCR 723-3503(b)(IV), (V) and (VII) and 4 CCR 723-4503(b)(IV), (V) and
(VII), the purpose of this section is to list the FERC accounts PSCo includes in its revenue
requirement for Colorado jurisdictional activities, and to specify how those FERC accounts
and sub-accounts are assigned and/or allocated to PSCo’s non-regulated activities, along
with a description of the methods used to perform the assignments and allocations.
Sections V through Section X explain the assignment and allocation process and describe
the methodologies in more detail based on the type of assignment or allocation method.

SUMMARY

There are certain allocations used only in PSCo’s cost of service for ratemaking purposes to
apportion costs between utility departments. These are included in Table A.

Ratemaking Analyses and Allocations

The analyses and allocations used only in the ratemaking process are:

Analysis of Plant and Equipment Records

An analysis of the Company property records is performed on a monthly basis to
create electric, gas, thermal and common (intangible, general and automotive) cost
pools for FERC accounts 101, Utility Plant in Service; 105, Utility Plant Held for
Future Use; 106, Completed Construction-Non Unitized; and 107, Construction
Work in Progress.

Common Plant Allocator

The Company utilizes its Common Plant Allocator to apportion common costs
within the following FERC accounts for reporting outside of PowerPlant or JDE:
101, Utility Plant in Service; 106, Completed Construction-Non Unitized; 107,
Construction Work in Progress; 108, Accumulated Provision for Depreciation of
Utility Plant in Service; 111, Accumulated Provision for Amortization of Utility
Plant; 403, Depreciation Expense; and 404, Amortization and Depletion. The
Common Plant Allocator is calculated based on an analysis of common plant assets,
and is used to allocate common plant costs to electric, gas, thermal and nonutility.
Nonutility plant costs are already recorded separately in FERC accounts 121,
Nonutility Property, and 122, Accumulated Provision for Depreciation and
Amortization of Nonutility Property.

Analysis of Relative Cost

An analysis of the Company’s relative historical activity by utility department
within the applicable FERC account is performed, and costs included in that FERC
account are allocated based on the analysis. The analysis of relative costs is used to
apportion the common costs in FERC accounts 154, Plant Materials and Operating
Supplies, and 163, Stores Expense Undistributed.
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SUMMARY (continued)

Summary of Assignments & Allocations by FERC Account

For ease of review, descriptions are included below for each column on Table A, which is a
separate attachment to the CAAM.

FERC Account
The FERC account column contains the number and title of all FERC accounts
included in the ratemaking process.

Cost Pools

Each account included in the matrix is separated into cost pools. Each cost pool
represents a homogeneous group of assets, liabilities, revenues or expenses. The
cost pools reflect the FERC account structure further subdivided, to permit analysis
based on cost causation.

Cost Pool Apportionment Basis

The cost pool apportionment basis is the method of apportioning the cost pool
between regulated activities and non-regulated activities. Where a cost pool has
been defined as other than a FERC account, or FERC sub-account, the matrix
presents the basis by which the account is tracked (accounted for) by defined pool.
If an account is not split into a cost pool, this column is noted “not applicable”.

Regulated/Non-regulated Assignment Basis or Allocation Method

The regulated /non-regulated assignment basis or allocation method is the basis or
method of apportioning the cost pool between regulated activities and non-
regulated activities. Whenever possible, cost pools are established using FERC
accounts, FERC sub-accounts, JDE Business Units and other accounting codes to
provide for the direct assignment of all costs to regulated activities or non-regulated
activities. As described earlier, cost pools have also been defined by an analysis of
accounting records and supporting documentation or by an investment based
apportionment to allow direct assignment of the costs to regulated activities or non-
regulated activities. Only when a cost pool cannot be directly assigned is further
apportionment performed.

Cost Definitions
The “Cost Definition” column contains the characteristics of the costs apportioned
to regulated activities or non-regulated activities. Table A defines the costs that are
apportioned to regulated activities or non-regulated activities into two major
categories:
Directly Assigned
If only one service causes a cost to be incurred or benefits from a cost, that
cost is directly assigned to that service to the greatest extent practicable.

Allocated

If more than one service causes a cost to be incurred or benefits from a cost,
that cost is fairly and equitably allocated among the services that cause the
cost to be incurred or benefit from the cost to the greatest extent practicable.
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Comments/Descriptions
Comments or descriptions have been added to the matrix by FERC account as
appropriate to provide additional information.

V. COST ASSIGNMENT AND ALLOCATION PROCESS

OVERVIEW

As required by 4 CCR 723-3503(b)(IV), (V) and (VII) and 4503(b)(IV), (V) and (VII), this
section of the CAAM provides an overview of the cost assignment and allocation principles
of PSCo, and the accounting processes within the monthly accounting close and within JDE,
including both system generated processes and manual processes, used to assign and
allocate costs between the regulated services and the non-regulated business activities of
PSCo. Each major step of the accounting process is identified in the following paragraphs
and will be explained in conjunction with the process flowchart on the last page of this
section.

As required by 4 CCR 723-3502(d)(Il)), the non-tariffed product or service provided by
PSCo to each non-regulated business activity is to be priced at the higher of fully distributed
cost or market price for services provided by PSCo. Pursuant to 4 CCR 723-3502(e)(I), PSCo
pays the lower of fully distributed cost or market price for products or services that are not
tariffed and are provided by non-regulated activity, unless the transaction results from a
competitive solicitation process, then the value of the transaction shall be the winning bid
price.

The vast majority of costs for such services provided by PSCo to non-regulated activities
and by non-regulated activities to PSCo are labor costs. Both PSCo and its non-regulated
operations price labor at the current market rate to attract and retain top talent. Therefore,
there is no difference between the fully distributed labor costs and current market labor
pricing.

Many of the assignment and allocation processes occur either in the Service Company or are
administered by Service Company personnel. The Service Company provides these services
“at cost” to the Xcel Energy affiliate companies that take its services, including PSCo,
pursuant to service agreements and allocation methods that were approved by the SEC
under PUHCA 1935 prior to implementation of PUHCA 2005. With the PUHCA 2005, the
FERC reviews allocations in conjunction with its review of the annual FERC Form No. 60
filing. Federal supervision over utility holding companies was transferred from the SEC to
FERC in 2005.

The processes discussed in this section are integral to the books and records of PSCo and are
included to provide a comprehensive picture.
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COST ASSIGNMENT AND ALLOCATION PRINCIPLES

PSCo applies the following cost assignment and allocation principles (listed in descending
order of required application) in determining fully distributed cost.

1.

Tariffed services provided to an activity will be charged to the activity at the tariffed
rates.

If only one activity or jurisdiction causes a cost to be incurred, that cost shall be
directly assigned to that activity or jurisdiction.

Costs that cannot be directly assigned to either regulated or non-regulated activities
or jurisdictions will be described as common costs. Common costs shall be grouped
into homogeneous cost categories designed to facilitate the proper allocation of costs
between regulated and non-regulated activities or jurisdictions. Each cost category
shall be fairly and equitably allocated between regulated and non-regulated
activities or jurisdictions in accordance with the following principles in accordance
with 4 CCR 723-3502(c):

a. Cost causation. All activities or jurisdictions that cause a cost to be incurred
shall be allocated a portion of that cost. Direct assignment of a cost is
preferred to the extent that the cost can easily be traced to the specific activity
or jurisdiction.

b. Variability. If the fully distributed cost study indicates a direct correlation
exists between a change in the incurrence of a cost and cost causation, that
cost shall be allocated based upon that relationship.

c. Traceability. A cost may be allocated using a measure that has a logical or
observable correlation to all the activities or jurisdictions that cause the cost
to be incurred.

d. Benefit. All activities or jurisdictions that benefit from a cost shall be allocated
a portion of that cost.

e. Residual. The residual of costs left after either direct or indirect assignment or
allocation shall be allocated based upon an appropriate general allocator
defined in this CAAM.

A significant portion of PSCo’s costs are incurred directly by PSCo. These costs are directly
assigned or allocated based on the above principles to utilities, jurisdictions and to non-
regulated activities. Allocating Workorders are described in Section VI, FERC Allocations
are described in Section VII, Utility Allocations are described in Section VIII and Non-
regulated Activity Allocations are described in Section IX.
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ACCOUNTING PROCESSES

The flowchart on the last page of this section provides a high level overview of the major
steps in the monthly accounting close process and the systems used to generate the books
and records of PSCo. Several steps within the process have allocations imbedded in them
and therefore the major steps are included to provide as much information as possible to
promote an understanding of where direct assignments or allocations can occur.

FEEDER SYSTEMS (Addendum A Flowchart Item 1)

The monthly close process initially starts with the collection of accounting information from
numerous feeder systems as identified in Item 1 on the flowchart. Feeder systems gather
accounting transactions on a monthly basis and “feed,” or pass, those accounting
transactions to JDE to build the monthly books and records of each utility operating
company or affiliate of the Xcel Energy holding company system that uses JDE.

There are two basic types of transactions in the feeder systems:

e The first basic group of transaction consists of individual transactions fed directly to
JDE. These transactions come from the PowerPlant system, the Indus PassPort
Integrated Supply Chain/Accounts Payable System (“PassPort”) and the Maximo
System.

PowerPlant System

PowerPlant tracks all capital projects and workorder expenditures for Xcel Energy
utility operating companies on a life-to-date basis. Once expenditures are recorded
on the books of the appropriate legal entity, PowerPlant generates the overhead
allocations and, if appropriate, the Allowance for Funds Used During Construction
(“AFUDC”), and applies the overheads to the individual workorders. In addition,
the PowerPlant system calculates monthly depreciation by legal entity and handles
the transfer of utility capital costs from FERC account 107, Construction Work in
Progress, to FERC account 106, Completed Construction-Not Unitized, to FERC
account 101, Utility Plant in Service-Unitized. The transfer of nonutility costs is
within FERC account 121, Nonutility Property using sub accounts, from FERC
account 12140, Nonutility Construction Work in Progress, to FERC account 12112,
Nonutility Completed Construction-Not Unitized, to FERC account 12111,
Nonutility Plant in Service-Unitized.

PassPort

The Supply Chain/Work Management components are used for inventory and work
management processes by the Transmission, Distribution, and Nuclear business
areas. This system is used to maintain inventory records by legal entity and bill
materials to O&M jobs or capital jobs. In addition, the system is used as a work
management tool by these business areas. The accounts payable functionality of the
system is also used to process and pay invoices of PSCo, as well as other affiliates.
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Maximo System

The Maximo system is an inventory and work management system used by the
Energy Supply business area across the operating companies. This system is used to
maintain inventory records by legal entity and bill materials to O&M jobs or capital
jobs. In addition, the system is used as a work management tool by the business area.

e The second basic group of transactions is where costs are measured by applying internal
billing rates to a unit of measure or by allocation within a process, which charges those
costs to a legal entity, business area and regulated or non-regulated business activities.
Transactions from Labor Distribution, Transportation Distribution and Information
Technology are some of the major processes that fall within this category. Each of these
distribution processes may have one or more internal billing rates to charge costs to
internal users. Individual transactions are generated within any one of these distribution
processes to charge costs to the regulated activities and non-regulated business activities
within an operating company or affiliate. For example, labor distribution charges can be
directly assigned to the non-regulated JDE accounts for HomeSmart within PSCo and
linked directly to FERC account 417.1, Expenses from Nonutility Operations.

The following processes are described in greater detail later in this section.

Labor Distribution

Labor Overheads

Aviation Distribution
Stores/ Warehouse Overhead
Purchasing Overhead
Transportation Distribution
Information Technology
Accounts Payable

Shared Assets Distribution
Facilities Distribution
Money Pool

Customer Billing

O O0OO0OO0OO0OOOOOOOoODOo

JDE GENERAL LEDGER PROCESSING (Addendum A Flowchart Item 2)

Journal entries to record monthly transactions, such as interest accruals, amortizations, cash
transactions, receivables setup, etc., are entered directly into JDE using the JDE journal entry
input screens. System allocations have been set-up to apply common A&G and common
customer accounting overheads to non-regulated activities (see Section IX).

All of the transactions from the above processes are gathered together in JDE. Once all the
transactions are recorded in JDE there are multiple processing steps within JDE, including
Service Billing and Utility Allocations. These steps affect regulated activities and non-
regulated activities and are detailed separately on the following pages.
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SERVICE BILLING (Addendum A Flowchart Item 3)

The Service Billing function within JDE is the accounting process that is used primarily to
bill the operating companies and affiliates for Service Company charges. The process is also
used to bill charges from one operating company or affiliate to another operating company
or affiliate and from one business area to another business area within the same legal entity.

The Service Billing function bills the Service Company direct charges and indirect
allocations from the Service Company legal entity to the operating companies or affiliates.
All labor billed includes labor overheads. Whenever possible, costs related to the non-
regulated business activities within an operating company or affiliate are directly charged to
JDE accounts which are linked directly to FERC account 417.1, Expenses from Nonutility
Operations.

The Service Billing function may also include transactions billed out of the feeder systems,
transactions billed between affiliates and transactions billed within an affiliate. For example,
transactions billed from PSCo to SPS for emergency work would flow through Service
Billing.

CLEARING ACCOUNTS (Addendum A Flowchart Item 4)

The clearing account process is being noted in this section of the CAAM because it uses the
functionality of the allocation process within JDE to move the net of all expenditures and
other clearings recorded on the income statement, to the balance sheet for processes such as
labor overheads.

ALLOCATING WORKORDERS (Addendum A Flowchart Item 5)

The allocating workorder functionality is a feature developed as part of JDE that is currently
used by PSCo to allocate certain information technology costs that support multiple utility
processes to the appropriate FERC functional accounts related to these processes. PSCo has
five allocating workorders, which are described in Section VI.

FERC ALLOCATION (Addendum A Flowchart Item 6)

PSCo’s costs are directly assigned or allocated to electric, gas, thermal or non-regulated
activities whenever possible. PSCo has one FERC allocation, which is described in Section
VIL

UTILITY ALLOCATIONS (Addendum A Flowchart Item 7)

PSCo’s costs are directly assigned or allocated to electric, gas, thermal or non-regulated
activities whenever possible, or charged as common and then allocated to the electric, gas,
and thermal utilities using utility allocations. Common utility costs are grouped into two
categories: (1) O&M utility allocations and (2) non-O&M utility allocations. These
allocations are performed monthly within the JDE system and are described in Section VIIL

O&M - CAPITAL DISTRIBUTIONS (Addendum A Flowchart Item 2)
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PSCo’s cost related to certain capital projects are distributed between O&M and CWIP object
accounts based on the Comparative Unit studies. Such studies specify the percentages that

are applied to the capital project costs to assign costs to the O&M and capital portions of the
project.
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LABOR DISTRIBUTION

Wages and salaries of employees engaged in work on behalf of
regulated activities and non-regulated activities are assigned or
allocated based on positive time reporting through the TIME
Labor Distribution system. Positive time reporting requires each
employee to report the hours worked for each day using one-
tenth of an hour or greater increments, while providing for
aggregation of time when appropriate. Under this method,
employees’ time is reported on the basis of accounting codes
related to specific operating companies or affiliates and/or
functional services.

Service Company
Operating companies or affiliates

Operating companies or affiliates, including utility operations,
jurisdictions, and non-regulated activities within an operating
company.

All  bi-weekly (non-exempt) and semi-monthly (exempt)
employees’ labor expenses are recorded by company personnel
on time sheets and entered into various time reporting systems,
all of which feed into the TIME Labor Distribution system. The
employee submitting the time sheet is responsible for coding the
JDE account numbers to charge the appropriate operating
companies or affiliates, business function (e.g., capital,
operations, maintenance, clearing, purchasing, warehousing, etc.)
and regulated or non-regulated operations.

Time sheets must be completed and delivered to the employee’s
designated timekeeper by certain cut-off dates established by the
Payroll department. The employee’s supervisor or manager is
responsible for reviewing and approving all time sheets
submitted, and verifying that the employee is using the correct
JDE account numbers.

The TIME Labor Distribution system wused for bi-weekly
employees performs the distribution of actual paid and accrued
labor dollars/hours to the JDE account numbers charged based
on the hours worked. Accrual of payroll is to facilitate the
recording of labor costs on a calendar month basis. This includes
any reversal of the prior month’s accrual. The charge of labor
dollars for semi-monthly employees to JDE account numbers is
based on a distribution of the monthly salary of the employee.
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LABOR OVERHEADS

Employee labor overhead costs are captured in the following
categories:

Benefit employees:

e Non-productive labor costs (vacation, sick, holiday, etc.)

e Pension (401k match, qualified and nonqualified pension,
and retirement related consulting)

e Medical (active and retiree healthcare, Financial
Accounting Standards (“FAS”) 112 LTD, health and
welfare, life and LTD premiums)

e Workers’ compensation

e Incentives (Incentives are a labor overhead for Service
Company, PSCo and SPS. Incentives for NSPM and
NSPW are charged directly to FERC accounts 920 and
517).

e Payroll taxes (FICA, FUTA, SUTA)

Labor and expenses of the HR Service Center

Non-Benefit employees:
Payroll taxes (FICA, FUTA, SUTA)

Service Company
Operating companies or affiliates

Operating companies or affiliates, including utility operations,
jurisdictions, and non-regulated activities within an operating
company.

Labor overheads are allocated within a legal entity by calculating
a separate loading rate for each cost category identified in the
“Description” section above.

For each legal entity and each category, the costs are allocated
based on a single-factor formula that is comprised of total
estimated costs for the category divided by total estimated
productive labor costs.

Legal entity specific rates for each category are entered into the
TIME Labor Distribution system and applied to productive labor
charges as appropriate for each resource type. Labor loadings
applied to labor charges follow the labor charges. For example,
Service Company labor overheads follow Service Company labor
and PSCo labor overheads follow PSCo labor.

Labor overhead rates are updated each month to ensure the
actual costs are distributed. Additionally, a year-end true up is
recorded to bring the overhead clearing accounts to zero for the
calendar year.
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AVIATION DISTRIBUTION

The Aviation Service department in the Service Company is
responsible for managing and operating the two corporate leased
aircraft used by the Xcel Energy system of companies. Costs
include: pilot salaries and labor overheads, O&M costs, lease
costs and A&G costs associated with managing the Aviation
Service department.

Service Company

Service Company, operating companies or affiliates, including
utility operations, jurisdictions, and non-regulated activities
within an operating company.

Aviation costs are billed out using the executive corporate
governance three-factor formula based on revenues, assets and
number of employees.

Any spousal use of the aircraft must be approved and is billed to
the holding company as a non-regulated charge.

Public Service Company of Colorado, Revised March 2014

a Colorado corporation

V-11



Service:

Description:

Provider of Service:

User of Service:

Method of Allocation:

Attachment No. JSSP-1
Page 29 of 49

STORES/WAREHOUSE OVERHEAD

Inventory warehousing costs, including labor, supervision,
materials and supplies are allocated through pools specific to
business areas as an overhead on materials and supplies, as
materials and supplies are issued from or returned to a
storeroom or warehouse.

In the Energy Supply business area, the inventory warehousing
costs related to the Hayden plant are direct charged to station
O&M and capital projects (when dedicated capital project
support is performed).

Service Company
Operating companies

Operating companies or affiliates, including utility operations,
jurisdictions, and non-regulated activities within an operating
company.

Overhead costs for corporate inventory items, including rent,
labor, supervision and adjustments are accumulated within the
Supply Chain or Energy Supply business area. These costs are
allocated to material issuances from the storeroom using the
same account coding as the materials are charged. Certain
allocated overhead expenses are capped at $3,500 per purchase
order.

Each business area has a separate pool for each operating
company and sets an overhead application rate for budgeting for
the year based on projected overhead and materials activity.

During the year as actuals are recorded, the balances in the
undistributed stores/warehouse clearing accounts are compared
to the materials activity and historical trending and a new rate is
determined.

Public Service Company of Colorado, Revised March 2014

a Colorado corporation

V-12



Service:

Description:

Provider of Service:

User of Service:

Method of Allocation:

Attachment No. JSSP-1
Page 30 of 49

PURCHASING OVERHEAD

The Supply Chain organization in the Service Company has the
responsibility for distributing the corporate purchasing and
contract services costs to the functional area(s) of the operating
companies or affiliates, along with the cost of the materials and
supplies ordered. Purchasing costs are made up of activities such
as developing requisitions, contracts and purchase orders to
procure materials and services and manage supplier
relationships, negotiating complex procurement agreements/
contracts for strategic supplier partnerships and service contracts,
monitoring supplier performance, and managing purchase
records, supplier qualification records and the supplier diversity
program.

The purchasing function is done in two different areas of the
company. Supply Chain uses PassPort for company-wide
purchases and the Energy Supply business area uses Maximo for
production related purchases.

Service Company
Operating companies

Service Company, operating companies and affiliates, including
utility operations, jurisdictions, and non-regulated activities
within an operating company.

Costs are collected in clearing accounts on the Service Company
and the operating companies and cleared via an overhead
loading. The loading follows the accounting for certain purchases
with the offset going to a contra clearing account.

For PassPort and Maximo, certain purchases are loaded with the
purchasing overhead loading up to a $3,500 cap. The $3,500 cap
is calculated based on the value of the purchase order for
purchase order payments, the total value of the contract payment
authorization or the total value of the invoice for the request for
payment. For PassPort, the loading is calculated and a new
record is posted to the general ledger as a detail item. For
Maximo, the loading is calculated once a month and shows up as
a separate summary transaction on the general ledger.
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TRANSPORTATION DISTRIBUTION

The Fleet Services department in the Service Company is
responsible for managing the fleet assets owned by the operating
companies. Fleet assets are vehicle units that are organized into
class categories, which group together vehicles similar in nature.
These classes are also grouped on vehicle features and costs of
the units. For example, automobiles are classified by compact,
and intermediate. Pickups are grouped by %2 ton 2-wheel drive, 72
ton 4-wheel drive, etc. Each of these classes has its own unique
individual fixed rate to bill users.

The Transportation Distribution system bills internal functional
areas of operating companies and affiliates for the cost of using
vehicles or associated equipment. It distributes the operating
costs related to vehicle units using usage rates based on the type
of unit.

Fleet costs included in the calculation of the monthly billing rate
are: depreciation, licensing taxes and fees, material and labor
costs for maintenance and repair, fuel, labor loadings, and
overhead for overall management of the Fleet Services
department that includes labor, facilities, insurance, utilities,
computer, phone and office supplies.

Service Company
Operating companies

Service Company, operating companies or affiliates, including
utility operations, jurisdictions and non-regulated activities
within an operating company.

The Transportation Distribution system bills each user for units
assigned based on the monthly rates calculated for each class
category. Each month a validation report is reviewed to ensure
all costs are billed and any invalid accounts are reviewed and
corrected. Rates are adjusted periodically to account for clearing
imbalances caused by variable factors such as fuel prices.
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INFORMATION TECHNOLOGY

The Business Systems organization in the Service Company is
responsible for managing the corporate Information Technology
(“IT”) assets and services of Xcel Energy. Business Systems bills
out O&M and capital costs related to Xcel Energy’s corporate IT
equipment and services incurred internally, as well as costs
incurred through third party vendors. Costs include system
O&M, desktop services, phone service, servers, infrastructure
costs, software, software licensing, system design and
implementation, labor and labor overheads, etc.

Service Company

Service Company, operating companies or affiliates, including
utility operations, jurisdictions and non-regulated activities
within an operating company.

IT costs are charged through several different methods.

Costs are charged directly to the operating companies, affiliates,
jurisdictions or non-regulated activities on the invoice, timesheet,
expense report or other source document to the company(ies)
benefiting from the service whenever possible.

If costs cannot be charged directly to an operating company,
affiliate, jurisdiction or non-regulated activity, the costs are
charged to the appropriate Service Company indirect allocation
workorder that will assign the costs using a cost causative
method to the companies benefiting from the system application
or service.

For costs that can be identified as benefiting a particular business
area, those services would be charged to a Service Company
indirect allocation workorder using the approved allocation
method for that business area.
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ACCOUNTS PAYABLE

The Payment and Reporting department (“Accounts Payable”),
in the Service Company, processes several types of documents
for payment on behalf of the operating companies and affiliates.
Accounts Payable uses PassPort and SumTotal to process invoice
payments associated with purchase orders, contracts, requests for
payment (non-purchase orders, non-contract invoices) and
employee payments, including per diem charges, suggestion
system award payments and employee expense reimbursements.

The charges for goods, materials and services, which post
directly to the general ledger of each operating company and
affiliate, differ for each type of document.

Service Company
Service Company, operating companies and affiliates, including

utility operations, jurisdictions, and non-regulated activities
within an operating company.

Method of Allocation: =~ Within each operating company and affiliate, charges are directly
assigned whenever possible. Charges may be distributed to
multiple business functions or business areas based on the
accounting code(s) on each document. If necessary, costs may be
allocated using any surrogate measure that has a logical or
observable correlation to changes in the quantity sold, the
services that caused the cost to be incurred, or who benefited
from the cost. The following are examples of some of the logical
or observable correlations used to allocate costs contained on
Accounts Payable documents:

¢ Quantity (units, count, etc.)
¢ Measurement or size (length, space, columnar inch, etc.)
e Volume (barrels, gallons, liters, etc.)
¢ Weight (ounce, pound, ton, etc.)
e Hours (hours of professional or contract services)
e Labor dollars (charge is in the same proportion as the
labor hours of the department)
e Number of customers, meters, employees, etc.
e Revenue dollars
e Plant in service
e Square footage
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SHARED ASSETS DISTRIBUTION

Shared assets are defined as capitalized assets that are owned by
one legal entity, but are used for the benefit of multiple legal
entities. This would include structures and improvements, office
furniture and equipment, computer and communication
equipment and some software systems that are used by Service
Company employees in the performance of their jobs.

Operating companies or affiliates
Service Company, operating companies and affiliates

All allocations are billed through the Service Company and
charged to a Service Company indirect workorder that will
assign the costs using a cost causative method to the companies
benefiting from shared assets. For IT related assets, the costs will
be charged to the system application or service work order. For
facility assets, the costs will be charged to the Service Company
facilities clearing pool that will assign the costs following the
labor of the Service Company employees.
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FACILITIES DISTRIBUTION

Facilities costs are assigned or allocated to the functional areas of
operating companies and other affiliates who benefit from the
use of the facilities. Depending on whether a building is used by
one utility company or is a “shared” building, i.e., building used
by employees of more than one Operating Company or affiliate,
facility costs may include:

Single-utility facility:

The administrative property services labor and non-labor costs,
utility expenses, maintenance costs for structures and systems,
pro-rated share of property taxes (for owned buildings), and the
rent and occupancy expenses (for leased buildings).

Shared facility:

Administrative property services labor and non-labor costs,
utilities expenses, and the maintenance costs for structures and
systems are captured. If the building is leased, the rent is
included. If the building is owned, the carrying costs of the
shared assets, such as the depreciation and a return on rate base,
are included in the facilities” cost.

The Property Services department is responsible for the owned
and leased facility.

Service Company or operating companies
Service Company, operating companies or affiliates

Costs for a single-utility facility are accumulated in the clearing
account of the company benefitting from the use of the building,
and are then allocated to functional FERC rent accounts based on
the most recent quarter’s labor charges.

Costs related to a shared facility, i.e., buildings used by
employees of more than one Operating Company or affiliate, are
first accumulated in the Service Company clearing account and
then distributed to each Operating Company and affiliate based
upon the most recent quarter’s labor for the specific employees
located in each facility. Once costs are assigned to the
appropriate company, they are then allocated to the functional
FERC rent accounts based on the most recent quarter’s labor
charges.
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MONEY POOL

Through the Utility Money Pool, temporary surplus funds of
Xcel Energy Inc. and the operating companies are available for
short-term loans to other operating companies with cash needs.

Service Company
PSCo, NSPM and SPS (NSPW does not participate)

An operating company can borrow from, and make loans to, the
Utility Money Pool, which is administered at cost by the Service
Company. In addition, the holding company can deposit surplus
funds into the Utility Money Pool. The holding company can be
repaid for funds deposited, but cannot borrow from the utility
money pool. Interest income or expense is charged or credited, as
appropriate, to the Utility Money Pool participants.

All charges are directly billed to the appropriate operating
company.
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CUSTOMER BILLING

PSCo bills customers for electric, gas, thermal and non-regulated
activities through the customer billing system.

Operating companies

Operating companies, including utility operations, jurisdictions,
and non-regulated activities.

Costs related to customer billing are direct charged to specific
operating companies whenever possible.

When costs cannot be directly assigned to a specific operating
company, they are allocated based on the number of customers.

Non-regulated activities that use the customer billing system are
allocated a customer accounting overhead based on revenue
dollars. See Section IX.
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ADDENDUM A - PROCESS FLOWCHART
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VI. ALLOCATING WORKORDERS

OVERVIEW

This section provides further detail addressing the requirements of 4 CCR 723-3503(b) (IV),
(V) and (VII) and 4 CCR 723-4503(b) (IV), (V) and (VII). PSCo’s costs are directly assigned or
allocated to electric, gas, thermal or non-regulated activities whenever possible. Allocating
workorders are used to allocate certain information technology costs that support multiple
utility processes to the appropriate FERC functional accounts related to these processes.

ALLOCATIONS
PSCo currently has five allocating workorders. These are as follows:

Compass/Maximo

This workorder is being used to allocate costs associated with the Business Systems” O&M
costs for the Energy Supply Maximo system. These costs include information technology
application, development and maintenance costs, and system support costs. The allocator is
based on the number of Maximo system users. The allocator used in the current year is
based on the previous years’ actual number of users. The allocation was developed to
distribute these costs to production FERC accounts as noted below.

Workorder | Allocation
Number Method Basis for Allocation Selection
12003 Maximo Maximo system users are a reasonable methodology because
System the operation and maintenance costs associated with the
Users system has a cost causative relationship with the number of
users who have access to the system.

The operation and maintenance costs of the Maximo system are allocated to the
following FERC accounts:

FERC account 417.1, Expenses of Nonutility Operations

FERC account 506, Miscellaneous Steam Power Expenses

FERC account 539, Miscellaneous Hydraulic Power Generation Expenses
FERC account 549, Miscellaneous Other Power Generation Expenses

Computer Aided Design (“CAD”) System

This workorder is being used to allocate costs associated with Business Systems’
O&M costs for the CAD software system. The allocator is based on total distribution
plant. The allocator distributes these costs between electric and gas distribution
FERC accounts as noted below.
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Workorder Allocation

Number Method Basis for Allocation Selection
12000 Distribution Distribution plant is a reasonable methodology because
Plant the CAD software system is an engineering and mapping

system used in the design & mapping of electric & gas
distribution systems.

The operation and maintenance costs of the CAD software are allocated to the
following FERC accounts:

FERC account 581, Load Dispatching (Electric)
FERC account 871, Distribution Load Dispatching (Gas)

Energy Management System (“EMS”), also known as Electric Control and Data
Acquisition (“SCADA”)

This workorder is being used to allocate costs associated with Business Systems” O&M costs
for the Electric SCADA system. The allocator is based on the number of remote terminal
units (“RTUs”). The allocator used in the current year is based on the previous years” actual
number of RTUs. The allocation was developed to distribute these costs among production,
transmission and distribution FERC accounts as noted below.

Workorder Allocation
Number Method Basis for Allocation Selection
12006 Number of RTUs | Number of RTUs is a reasonable methodology because
the RTUs transmit the data used by the Electric SCADA
system.

The operation and maintenance costs of the Electric SCADA system are allocated to
the following FERC accounts:

FERC account 556, System Control and Load Dispatching (Production)
FERC account 561, Load Dispatching (Transmission)
FERC account 581, Load Dispatching (Distribution)

Gas SCADA

This workorder is being used to allocate costs associated with Business Systems” O&M costs
for the Gas SCADA system. The allocator is based on gas transmission and distribution
plant. The allocation was developed to distribute these costs among transmission and
distribution FERC accounts as noted below.
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Workorder Allocation
Number Method Basis for Allocation Selection

12009 Gas Gas transmission and distribution plant is a reasonable
Transmission | methodology because this system is used to communicate
& Distribution | between the control rooms at the plants, transmission and
Plant distribution areas.

The operation and maintenance costs of the Gas SCADA system are allocated to the
following FERC accounts:

FERC account 851, System Control and Load Dispatching (Transmission)
FERC account 871, Distribution Load Dispatching (Gas)

Network Services

This workorder is being used to allocate circuit costs for service centers that primarily
benefit electric and gas distribution. The allocator is based on total distribution plant. The
allocation was developed to distribute these costs between electric and gas distribution
FERC accounts as noted below.

Workorder Allocation
Number Method Basis for Allocation Selection
12010 Distribution Distribution plant is a reasonable methodology because the
Plant service center locations primarily benefit electric and gas
distribution.

These circuit costs are allocated to the following FERC accounts:

FERC account 588, Miscellaneous Distribution Expenses (Electric)
FERC account 880, Other Expenses (Gas Distribution)
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VII. FERC ALLOCATION

OVERVIEW

This section provides further detail addressing the requirements of 4 CCR 723-3503(b)(IV),
(V) and (VII) and 4503(b)(IV), (V) and (VII). PSCo’s costs are directly assigned or allocated to
electric, gas, thermal or non-regulated activities whenever possible. The following FERC
allocation is used to allocate costs to specific FERC accounts based on a predefined
allocation factor.

ALLOCATION
PSCo currently has one FERC allocation. It is as follows:

Meter Turn On/Turn Off

This allocator is used to allocate costs associated with turning on or turning off customer
meters. These costs include labor, labor overheads and fleet costs. The allocator is based on
the number of customers. The allocator used in the current year is based on the previous
years’ actual number of customers. The allocation was developed to distribute these costs
between electric and gas distribution FERC accounts as noted below.

Allocator Allocation
Number Method Basis for Allocation Selection
001220 Number of Number of customers is a reasonable methodology
customers because the costs associated with meter turn ons/turn
offs has a cost causative relationship with the number of
customers.

The meter turn on/turn off costs are allocated to the following FERC accounts:

FERC account 586, Meter Expenses (Electric Distribution)
FERC account 878, Meter and House Regulator Expenses (Gas Distribution)
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VIII. UTILITY ALLOCATIONS
OVERVIEW

This section provides further detail addressing the requirements of 4 CCR 723-3503(b)(IV),
(V) and (VII) and 4 CCR 723-4503(b)(IV), (V) and (VII). PSCo’s costs are directly assigned or
allocated to electric, gas, thermal or non-regulated activities whenever possible, or charged
as common and then allocated to the electric, gas, thermal and non-regulated activities
using utility allocations. Common utility costs are grouped into two categories: (1) O&M
Utility Allocations and (2) Non-O&M Ultility Allocations. These allocations are performed
monthly within the JDE system and are explained below.

O&M UTILITY ALLOCATIONS

Introduction

Common O&M Utility Allocations are applied to common costs that are recorded in A&G
(FERC accounts 920-935), and in customer accounting, customer information, and sales
accounts (FERC accounts 901-917). Table B in this section lists the PSCo allocation
methodology applied to each FERC account or range of accounts.

Methodology
PSCo uses the following methods to allocate common O&M costs and achieve the most cost-

causative relationship between each FERC account or range of accounts and electric, gas and
thermal utility operations:

Customer Allocator

The customer allocator is used to allocate common utility costs in FERC accounts 901-903,
the non-commodity bad debt portion of FERC 904, and 905-917 among electric and gas
operations. The allocation is based on the customer bill counts for the electric and gas
utilities for the previous year.

Revenue Allocator

The revenue allocator is used to allocate common utility costs for commodity bad debt,
recorded in FERC account 904, among electric and gas operations. The allocation is based on
a rolling four-year average of actual electric and gas revenues. The allocator in the current
year is developed based on the four previous years’ actual operating revenues from the
corporate income statement.

Three-Factor Allocator

The Three-Factor Allocator is used to allocate common utility costs in FERC account ranges
920-924 and 927-935 among electric, gas and thermal operations. The allocation is based on
the weighted average of the actual operating revenue, plant in service and supervised O&M
for the previous year.

Labor Allocator

The Labor Allocator is used to allocate common utility costs in FERC accounts 925-926 to the
electric, gas and thermal operations. The allocation is based on operating labor for the
electric, gas and thermal utilities for the previous year.
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NON-O&M UTILITY ALLOCATIONS
Introduction

Common Non-O&M Utility Allocations are applied to common costs that are recorded in
non-O&M FERC accounts. Table C in this section lists the PSCo allocation methodology
applied to each FERC account or range of FERC accounts.

Methodology

PSCo uses the following methods to allocate common non-O&M costs. These methods were
developed to achieve the most cost-causative relationship that each FERC account or range
of FERC accounts has with electric, gas and thermal utility operations:

Labor Allocator

The Labor Allocator is used to allocate common costs in FERC account 408 (payroll tax
portion) to the electric, gas and thermal operations. The allocation is based on operating
labor for the electric, gas and thermal utilities. The allocator used in the current year is
developed based on the previous years” actual operating labor.

Three-Factor Allocator

The Three-Factor Allocator is used to allocate common costs in FERC account 408 (other tax
portion) among electric, gas and thermal operations. The allocation is based on the weighted
average of operating revenue, plant in service and supervised O&M. The allocator used in
the current year is developed based on the previous years’ actual operating revenue, plant
in service and supervised O&M.

Common Plant Allocator

The Common Plant Allocator is used to allocate common costs in FERC accounts 408
(property tax portion), 403, 404, 411.6, 411.7 and 413 among electric, gas, thermal and non-
regulated operations. The allocation is based on an analysis of common plant. The allocator
used in the current year is developed based on the previous years” actual common plant
dollars.

Net Plant

The Net Plant Allocator is used to allocate common costs in FERC accounts 427-431 among
electric, gas and thermal operations. The allocation is based on gross plant less accumulated
depreciation. The allocator used in the current year is developed based on the previous
years’ actual gross plant and depreciation.

Gross Plant

The Gross Plant Allocator is used to allocate common costs in FERC account 432 among
electric, gas and thermal operations. The allocation is based on gross plant. The allocator
used in the current year is developed based on the previous years” actual gross plant.
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FERC Allocation
Account Method Basis for Allocation Selection

901-917 Customer Customer bill counts are a reasonable methodology to

(excluding Allocator use to allocate common customer accounting and

commodity customer information and sales costs recorded in FERC

bad debt in accounts 901-917 because these costs are customer

FERC 904) related costs, e.g., credit and collection, customer
accounting, bad debt, etc.

904 Revenue A revenue allocator is a reasonable methodology to

(commodity Allocator allocate commodity bad debt because these costs have a

bad debt cost-causative relationship to uncollectible utility

portion) revenues.

920-924 Three-factor A three-factor allocator is a reasonable methodology to

Allocator allocate these costs because there is no single allocator

that could provide a cost causative link. A three-factor
allocator that measures three distinct aspects of the
Company and results in an overall fair assignment of
costs to the electric, gas and thermal utilities is used
and is based on equally weighing operating revenue,
plant in service and supervised O&M.

925-926 Labor Allocator | A labor allocator is a reasonable methodology to
allocate common costs recorded in FERC accounts 925
& 926 because injuries and damages and pension and
benefit costs have a cost causative relationship with
labor.

927-935 Three-factor A three-factor allocat