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Acronyms and Abbreviations

ac
AFUDC
APA
BESS
BT
CAF
CPD
CFS
CcoD
Commission
CONE
CPD
CcT
Department
DPP
EETS
EFA
FCA
GIA
IRA
IRP
ITC
kW
kWh
LCOC
LCOE
LMP
MISO
MNEC
MW
MWh
NSPM
NSPW
OBBA
POD
PPA
PTC
PVRR
PVSC
RES
RFP
RTE
SCTL
SES

Xcel or Company

Alternating Current

Allowance for Funds Used During Construction
Asset Purchase Agreement

Battery Energy Storage System

Build Transfer

Capacity Availability Factor

Critical Path Development

Carbon-free Standard

Commercial Operation Date

Minnesota Public Utilities Commission

Cost of New Entry

Critical Path Development

Combustion Turbine

Minnesota Department of Commerce
Definitive Planning Phase

Eligible Energy Technology Standard
Extraordinary Federal Action

Fuel Clause Adjustment

Generation Interconnection Agreement
Inflation Reduction Act

Integrated Resource Plan

Investment Tax Credit

kilowatt

kilowatt-hour

Levelized Cost of Capacity

Levelized Cost of Energy

Locational Marginal Price

Midcontinent Independent System Operator, Inc.
Minnesota Energy Connection

Megawatt

Megawatt-hour

Northern States Power Company—Mlinnesota
Northern States Power Company—Wisconsin
One Big Beautiful Bill Act

Point of Delivery

Power Purchase Agreement

Production Tax Credit

Present Value of Revenue Requirements
Present Value of Societal Costs

Renewable Energy Standard

Xcel Energy’s 2024 Request for Proposals
Round-trip Efficiency

Specified Change in Tax Law

Solar Energy Standard

Northern States Power Company d/b/a Xcel Energy
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Definitions

2019 IRP Order
2024 IRP Order

Department RES Report
End Effects Period

Planning Period
Study Period

The Commission’s April 15, 2022 Order Approving Plan with Modifications and
Establishing Requirements for Future Filings; see Docket No. E002/RP-19-368.

The Commission’s April 21, 2025 Order Approving Settlement Agreement with
Modifications; see Docket No. E002/RP-24-67.

Minnesota Renewable Energy Standard: Utility Compliance, (2025).

A period of varying length after the planning period in a resource plan modeling
run.

The first fifteen years of a resource plan modeling run.
The planning period plus the end effects period.

Vi



m COMMERCE
DEPARTMENT
Before the Minnesota Public Utilities Commission

PUBLIC Comments of the Minnesota Department of Commerce

Docket No. E002/M-24-230

. INTRODUCTION

In April 2022 the Commission issued an order in Xcel’s 2019 IRP determining that Xcel “demonstrated
that, between 2027 and 2032, it will need approximately 600 MW more solar-powered generation and
2,150 MW more wind-powered generation, or an equivalent amount of energy and capacity from a
combination of wind, solar and/or storage.”! In response, in June and July 2024, Xcel released two
RFPs—one under Xcel’s NSPM? subsidiary and one under Xcel’s NSPW subsidiary.? Collectively the RFPs
sought 1,600 MW of solar, wind, storage, or hybrid capacity that would have a COD of no later than
December 31, 2029.4

In April 2025 the Commission issued an order in a new IRP setting the following resource acquisition
targets:

e 3,200 MW of wind to be installed by a target date of end-of-year 2030;

o tothe extent feasible, 2,800 MW of this wind must use the MNEC? transmission line;
e 400 MW of solar to be installed by a target date of end-of-year 2030;

o tothe extent feasible, all 400 MW must use the King Interconnection;®
e 600 MW of standalone storage to be installed by a target date of end-of-year 2030; and

o tothe extent feasible, 120 MW must use the MNEC.”

L In the Matter of the 2020-2034 Upper Midwest Integrated Resource Plan of Northern States Power Company d/b/a Xcel
Energy, Order Approving Plan with Modifications and Establishing Requirements for Future Filings, April 15, 2022, Docket
No. E002/RP-19-368, (eDockets) 20224-184828-01, at Order Point 2 A 8 (hereinafter “2019 IRP Order”).

2 In the Matter of Xcel Energy’s 2024 Wind, Solar, and Storage Request for Proposals, Xcel, Informational Letter, June 21,
2024, Docket No. E002/M-24-230, (eDockets) 20246-207869-01, at Attachment A (hereinafter “RFP”).

3 In the Matter of Xcel Energy’s 2024 Wind, Solar, and Storage Request for Proposals, Xcel, Petition, October 31, 2025,
Docket No. E002/M-24-230, (eDockets) 202510-224560-01, 202510-224560-03, 202510-224560-04, 202510-224560-05,
202510-224560-06, 202510-224560-07, 202510-224560-08, at Attachment D (hereinafter “Petition”).

4 In the Matter of Xcel Energy’s 2024 Wind, Solar, and Storage Request for Proposals, Xcel, Informational Letter, June 21,
2024, Docket No. E002/M-24-230, (eDockets) 20246-207869-01, at Attachment A (hereinafter “RFP”).

5 The MNEC is a 345-kV double-circuit transmission line between Sherburne and Lyon counties; see Docket Nos. E002/CN-
22-131 and E002/TL-22-132 for details.

6 The King Interconnection (now known as the Ten Mile Creek Gen-tie Line) is a 230 kV transmission line between the
existing Allen S. King generating station and the new Ten Mile Creek Solar and Storage generating station. See Wisconsin
Public Service Commission Docket No. 4220-CE-190 for details regarding both the generation and transmission.

7 In the Matter of Xcel Energy’s 2024—-2040 Upper Midwest Integrated Resource Plan, Order Approving Settlement
Agreement with Modifications, April 21, 2025, Docket No. E002/RP-24-67, (eDockets) 20254-217941-01, at Order Points 2,
3, and 4 (hereinafter “2024 IRP Order”).
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In the Petition Xcel is seeking approval of a portfolio of resources including 768 MW of solar generation
capacity and 856 MW/3,422 MWh BESS capacity.® A short description of the projects in the Petition is
shown in Tables 1 and 2.

Table 1: Overview of Xcel’s Proposed Solar Projects®

Project Name Location Bidder Interconnection Installed In-Service LCOE
Capacity Date S/MWh
Fillmore Solar Fillmore County Geronimo Transmission 15 MW 1/1/2026
Power®?
Gopher State Renville County Ranger Transmission 200 MW 12/31/2029
Solar Power
Grant Solar McCook County, Geronimo Transmission 99 MW  11/30/2027
[TRADE
South Dakota Power
Lemon Hill Solar Olmsted County Ranger Transmission 180 MW 12/31/2028 S;iﬁir
Power
Portfolio 1! Clark County, One Distribution 41 MW 202028 aLldEa
. . EXCISED]
Wisconsin Energy
Portfolio 2 Barron, Pepin,and  One Distribution 33MW  12/31/2027
Jackson Counties, Energy
Wisconsin
Sherco Solar 4 Sherburne County Xcel MNEC 200 MW 10/2029

8 Petition at 3.

°ld., at 42, 45-52, 64-66.

10 Geronimo Power was formerly known as National Grid Renewables; both names are used at various points in the
Petition.

11 One Energy’s Portfolio 1 and Portfolio 2 projects are located in Wisconsin, are negotiating contracts with Xcel under the
NSPW subsidiary, and fall under the jurisdiction of the Wisconsin Public Service Commission. Costs will flow through to
Minnesota ratepayers via the NSPM—NSPW interchange agreement.

2
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Table 2: Overview of Xcel’s Proposed BESS Projects?
Project Name Location Bidder Interconnection Installed In-Service
Capacity Date

Blue Lake BESS Scott County Xcel Blue Lake Reuse 136 MW 2Q2027

Crane BESS Olmsted County Tenaska Transmission 200 MW 12/31/2028 [TRADE
Crowned Ridge Codington County,  NextEra Transmission 120 MW  12/15/2027 SECRET
BESS South Dakota DATA
Mayhew Lake Benton County NextEra Transmission 100 MW 5/1/2028 HAS BEEN
e EXCISED]
Sherco South Sherburne County Xcel Sherco Surplus 300 MW  4Q2027

BESS or MISO ERAS

In the Petition Xcel specifically requests that the Commission take the following actions:

e Find that the Company’s proposed solar and standalone storage portfolio is in the public
interest;

e Approve the PPAs provided with this filing;

e Approve the acquisition and construction of the Company’s self-build projects—Blue Lake BESS,
Sherco South BESS, Sherco Solar 4—and the Company’s proposed approach of recovery for
these project costs for the Minnesota jurisdiction through the RES Rider;

e Approve the Company’s acquisition of land rights for the Sherco Solar 4 project;

e Approve the Company’s request for a variance of the requirements of Minn. R. 7825.1800,
subp. B;

e Authorize the Company to propose any changes to our jurisdictional allocation approach in a
future RES Rider filing for resources that we are not able to obtain approval of in another
jurisdiction;

e Authorize the Company to recover, through the Fuel Clause Rider, pursuant to Minn. Stat. §
216B.16 subd. 7(3), the Minnesota jurisdictional portion of the costs incurred under the PPAs
from Minnesota retail customers; and

e Establish a procedural schedule such that the Commission may complete deliberations by mid-
February 2026. Earlier approval increases the likelihood that projects will qualify for the
expiring tax incentives and reduces the risk of construction delays or project failures.'3

12 petition at 43, 53-58.
Bd., at 2.
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1. PROCEDURAL BACKGROUND

April 15, 2022 The Commission issued the 2019 IRP Order, establishing the need for
substantial quantities of new solar, wind and storage resources.

June 21, 2024 Xcel issued the RFP, seeking new solar, wind and storage resources.

April 21, 2025 The Commission issued the 2024 IRP Order, confirming the need for
substantial quantities of new solar, wind and storage resources.

October 31, 2025 Xcel filed the Petition.

November 7, 2025 The Commission issued its Notice of Comment Period.

According to the Notice the following topics are open for comment:

e Should the Commission take the following actions:
o Approve the proposed PPAs and the acquisition and construction of the Company’s self-
build projects;
o Approve the Company's acquisition of land rights for the Sherco Solar 4 project;
o Approve the Company's request for a variance of the requirements of Minn. R.
7825.1800, subp. B;
o Approve the Company’s proposed approach of recovery for these project costs for the
Minnesota jurisdiction through the RES Rider; and
o Authorize the Company to recover the Minnesota jurisdictional portion of the costs
incurred under the PPAs from Minnesota retail customers through the Fuel Clause
Rider.
e Arethere other issues or concerns related to this matter?

Below are the comments of the Department regarding the Petition.
. DEPARTMENT ANALYSIS
A. COMPLETENESS

The Commission’s Rules define the Petition as a “miscellaneous filing” under Minn. R. 7829.0100, subp.
11 since no determination of Xcel’s overall revenue requirement is necessary.'> Minn. R. 7829.1300
subp. 3 contains the completeness requirements for miscellaneous filings.'® The Petition was also filed
pursuant to Minn. Stat. § 216B.1645, which also contains completeness requirements.

1% In the Matter of Xcel Energy’s 2024 Wind, Solar, and Storage Request for Proposals, Notice of Comment Period, November
7, 2025, Docket No. E002/M-24-230, (eDockets) 202511-224766-01, (hereinafter “Notice”).

15 Minn. R. 7829.0100, subp. 11.

16 Minn. R. 7829.1300, subp. 3.
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The Department reviewed the Petition for compliance with completeness requirements. The
Department concludes that the Petition is complete.

B. GOVERNING STATUTES AND RULES

The Petition was filed pursuant to the following sections of Minnesota Statutes:

e §216B.16 subd. 7(3) Fuel Clause Adjustment (FCA)—authorize recovery of Minnesota
jurisdictional share of PPA costs;'’

e §216B.1645 subd. 2a Renewable Cost Recovery—authorize recovery of self-build project costs
through the RES Rider;!®

e §216B.1691 subd. 2a Eligible Energy Technology Standard (EETS)—determine that the projects
are needed to meet the EETS;°

e §216B.1691 subd. 2f Solar Energy Standard (SES)—determine that the projects are needed to
meet the SES;?°

e §216B.1691 subd. 2g Carbon-free Standard (CFS)—determine that the projects are needed to
meet the CFS;%! and

e §216B.50 Property Transfer—determine that acquisition of Sherco Solar 4 land rights is in the
public interest.??

In addition, the Company is requesting Commission action regarding Minn. R. 7825.1800, subp. B—a
variance request regarding filing requirements for property acquisition petitions.?3

C. SOLAR AND BESS CAPACITY TARGETS
C.1.  Background

The Commission’s order in Xcel’s most recent IRP set acquisition targets of:

e 3,200 MW of wind to be installed by a target date of end-of-year 2030;
o to the extent feasible, 2,800 MW would use the MNEC;

e 400 MW of solar to be installed by a target date of end-of-year 2030;
o tothe extent feasible, all 400 MW must use the King Interconnection;?*

e 600 MW of standalone BESS to be installed by a target date of end-of-year 2030; and
o tothe extent feasible, 120 MW must use the MNEC.?*

7 Minn. Stat. § 216B.16, subd. 7 (2025).

18 Minn. Stat. § 216B.1645 subd. 2a (2025).

13 Minn. Stat. § 216B.1691 subd. 2a (2025).

20 Minn. Stat. § 216B.1691, subd. 2f (2025).

21 Minn. Stat. § 216B.1691, subd. 2g (2025).

22 \inn. Stat. § 216B.50 (2025).

23 Minn. R. 7825.1800.

24 The King Interconnection (now known as the Ten Mile Creek Gen-tie Line) is a 230 kV transmission line between the
existing Allen S. King generating station and the new Ten Mile Creek Solar and BESS generating station. See Wisconsin
Public Service Commission Docket No. 4220-CE-190 and Xcel's website for details regarding the generation and
transmission.

252024 IRP Order at Order Points 2, 3, and 4.
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The IRP process seeks to select a plan that balances the needs for maintaining reliability, minimizing
rates, reducing adverse environmental and socioeconomic burdens, enhancing the utility’s ability to
respond to changes, and limiting the impact of risks by analyzing various options under a variety of
assumptions and considering stakeholder input.?® The projects in question here were not selected in
the IRP process. However, the resource size, type, and timing targets for Xcel’s additions were
determined in the IRP.

Overall, a well-developed IRP provides the analytical basis for determinations in subsequent
proceedings. When a utility’s proposed resource acquisition is consistent with the IRP analysis and
Commission decision, no further resource-planning type analysis is needed.?” When facts regarding the
specific resources proposed by the utility fall outside of the analysis and Commission decision in the
most recent IRP, further resource-planning type analysis using the updated facts is warranted. In
essence, resource acquisition typically conforms with the Commission’s most recent IRP order unless
facts in the resource acquisition proceeding dictate that the action plan should change.?® This approach
is consistent with the Commission’s order in a past resource acquisition proceeding:

[...] while a resource plan is intended to plot a utility’s course for the next
15 years, it is based on facts known as of a specific point in time. As more
facts become known, circumstances change and utilities must adapt —
even in the absence of a new resource plan order.?’

Given the significant change in numerous inputs such as the demand and energy forecast and new unit
pricing adaptation is clearly warranted. In this case Xcel performed a “mini-IRP” as described below.

C.2.  Xcel’s EnCompass Update

For this docket Xcel started by updating the EnCompass database (as used in the Lyon County CN
proceeding??) for the following changes:

e Firm Dispatchable Resource Updates: The Lyon County CT, Cannon Falls PPA extension,
Mankato Energy Center 1 PPA extension, North Star BESS, and Sherco West BESS are all
included. No additional generic CT additions were available before 2030. The Plum Creek wind
and Lake Wilson solar plus BESS projects were removed.

e Updated Load Forecast: The Company’s most recent (Fall 2025) load forecast is used.

26 Minn. R. 7843.0500.

27 Examples include Docket Nos. IP6838/CN-10-80 and E002/M-11-713 (Prairie Rose Wind); Docket No. E015/M-13-907
(Bison 4); and Docket Nos. E017/M-09-883 and E017/M-09-1484.

28 An example is Xcel’s acquisition of 750 MW of wind generation in Dockets E002/M-13-603 and E002/M-13-716. In that
case Xcel’s 2010 IRP called for the addition of 200 MW of wind. However, Xcel subsequently found the cost of wind
generation was below the cost evaluated in the IRP. Additional analysis with updated costs was performed by Xcel and the
DOC found that, using updated pricing additional wind was cost effective.

2% In the Matter of the Petition of Xcel Energy for Approval of the Acquisition of 600 MW of Wind Generation, Order
Approving Acquisitions with Conditions, December 13, 2013, Docket No. E002/M-13-603, (eDockets) 201312-94604-02, at 9.
30 See Docket No. E002/CN-25-145.
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e Updated Generic Resource Pricing: Updated cost assumptions for new generic wind, solar, CT,
and BESS resources incorporating the latest market data and consultant estimates, along with
changes to tax credits stemming from the OBBBA starting in 2025.

e Constraint applied to comply with the 100x40 CFS: The model includes a constraint to ensure
compliance with Minnesota’s 100 percent by 2040 CFS.

e Market capacity purchases at Cost of New Entry (CONE) and energy purchases before 2030:
Prior to 2030, the model allows for MISO market capacity purchases at CONE and from the
MISO energy market at forecasted prices.

e The expansion plan is optimized with generic resources starting in 2030: Beginning in 2030,
EnCompass shifts to optimizing the resource expansion plan using generic resources rather than
relying on market purchases.

e Market capacity and energy purchases are closed beginning in 2030: After 2030, the model no
longer allows MISO market purchases of capacity or energy to meet system needs. All
requirements must be met through owned or contracted resources.

e Complete the base case: Xcel removed 1,600 MW of generic resources in 2025 through 2030 to
create a capacity void, locked-in the remaining 1,860 MW of generic resources prior to 2030,
and locked-in 400 MW of solar as Allen S. King replacement in 2030 (consistent with the
approved targets in the last IRP).3?

This process established a baseline plan.32 Under the baseline plan, rather than pursuing the resources
in question, Xcel would rely upon the MISO spot markets instead. It is important to note that Xcel
considers relying upon MISO markets to be an unreasonable action plan due to the risks inherent in
excessive reliance on spot markets.

To create a second case Xcel then forced into EnCompass the proposed portfolio of projects. Then Xcel
ran both cases and compared the baseline case (relying upon MISO markets) to the portfolio case
(approving the proposed projects). A comparison of the portfolio case to the baseline case shows the
impacts of the proposed portfolio relative to a no build (rely upon the market) case.

C.3. Xcel’s EnCompass Results
C.3.1. Cost Results

The results of Xcel’s analysis show that, depending on the availability of PTCs in 2025-'30, level of
externalities, and forecasted fuel costs the present value of societal costs (PVSC) of the portfolio case is

31 petition at 77-78, 82. Xcel states that the 1,860 MW locked-in generics are intended to represent a minimal proxy of
resources to be acquired through the Development Transfer RFP and potential MISO ERAS projects.

32 The baseline plan was established using both 2023 and 2025 forecasts and with and without PTCs in 2025-'30; see
Petition at 79.
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higher or lower than the baseline case for the 2024-‘40 planning period.3*3% For the 2024-'50 study
period the portfolio case is consistently more expensive than the baseline case in PVSC terms. In
addition, regardless of time frame, the portfolio case is consistently more expensive than the baseline
case in PVRR terms.

Given the time available, the Department did not attempt to run EnCompass for this proceeding. To
provide perspective, the Department notes that the PVRR or PVSC incremental cost of the portfolio
case can be viewed as an insurance premium to avoid reliance on the MISO spot market. Overall, the
Company’s EnCompass analysis shows that, in the planning period, the proposed portfolio’s PVSC
impact is highly sensitive to the assumptions used. In the study period the proposed portfolio
represents a net cost relative to relying on MISO spot markets.

In IRPs and resource acquisition dockets the Department typically relies upon study period results
because the study period covers the full impacts of decisions made today. Clearly the portfolio case is
more expensive than the baseline case for the study period. The only question that remains regards
whether the cost increase is a reasonable cost in terms of being an insurance premium or hedge
against MISO spot markets. The Department discusses an overall conclusion below.

C.3.2. Expansion Plan Results

Xcel’s analysis shows that, considering the proposed portfolio in this docket along with forecasted
acquisitions in other on-going proceedings,3 the Company will exceed the Commission-established
target for BESS and solar by a little over 300 MW each but is still short of the wind acquisition target by
about 1,400 MW.3¢ The net impact is Xcel has a need for 716 MW to meet the overall capacity need
established by the Commission.3” Note that the 2024 IRP Order establishes targets by type and does
not imply moving the size targets between types. However, Xcel is proposing to adapt using the RFP
results and updated EnCompass modeling.

As part of the EnCompass modeling exercise, Xcel allowed the model to select additional resources in
2030. The purpose was to test whether additional resources would be added with the updated
assumptions. The Company optimized the expansion plan in EnCompass four times; with and without
the portfolio and with either the IRP load forecast or the 2025 load forecast. The 2030 additions are
shown below.

33 In general, for IRPs the planning period is the first 15 years, the end effects period is a varying duration after the planning
period (to account for the long-term value of adding resources whose value derives from long-term energy output), and the
study period is the planning period plus the end effects period. In this case Xcel’s “planning period” includes time that
typically would not be included in the IRP as historic data (2024 and 2025), thus in IRP terms the 15-year planning period
here is actually 2026-'40.

34 petition at 81.

35 Namely Xcel’s Development Transfer RFP (Docket No. E002/M-23-342) and MISO ERAS (no docket number) processes.

36 petition at 82.

37 Ibid.
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Table 3: Generic Capacity Additions in 2030 (MW)38

Case Forecast BESS Solar Wind Solar + Wind
Base 2025 Load 300 2,300 1,800 4,100
Base IRP Load 600 1,700 1,400 3,100
Portfolio | 2025 Load - 1,700 1,800 3,500
Portfolio | IRP Load 60 900 1,400 2,300

In both Portfolio Case optimizations BESS additions are minimal. Essentially the portfolio has filled the
BESS needs identified in the Base Case. However, large amounts of both solar and wind are added in all
cases. Overall, the 2030 expansion unit results indicate that the portfolio is not oversized in that
substantial solar and wind capacity could be added if it were to qualify for tax credits.

C.3.3. EnCompass Summary

While the Department has concerns regarding the cost of the proposed projects, the updated
EnCompass results demonstrate that substantial additions of wind and/or solar to the proposed
portfolio could be justified.

D. EETS, SES, AND CFS OBLIGATIONS

Minn. Stat. § 216B.1691 describes Minnesota’s Renewable Energy Objectives and provides EETS, SES,
and CFS obligations for Minnesota Electric Utilities.

D.1. EETS Obligation

Minn. Stat. § 216B.1691, subd 2(a) states:

Each electric utility shall generate or procure sufficient electricity
generated by an eligible energy technology to provide its retail customers
in Minnesota, or the retail customers of a distribution utility to which the
electric utility provides wholesale electric service, so that the electric utility
generates or procures an amount of electricity from an eligible energy
technology that is equivalent to at least the following standard
percentages of the electric utility's total retail electric sales to retail
customers in Minnesota by the end of the year indicated:

(2) 2012 12 percent

(2) 2016 17 percent

(3) 2020 20 percent

(4) 2025 25 percent

(5) 2035 55 percent.?®

38 Solar capacity on the King Gen-tie Line were modeled as generic but forced into EnCompass by Xcel and thus not included
in this table.
39 Minn. Stat. § 216B.1691, subd 2(a) (2025).
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The term “eligible energy technology” is defined by Minn. Stat. § 216B.1691, subd. 1 (c) as including
solar. The Department concludes that the solar projects qualify for application toward Xcel’s EETS
obligation since solar is an eligible energy technology. The BESS projects do not qualify for application
towards Xcel’s EETS.

The Department reviews historical compliance with the RES statute in a biennial report to the
legislature.*® The Department RES Report concluded that, for the year 2023 Xcel was in compliance
with the EETS.%! The Department RES Report forecasted that Xcel would be in compliance through
2040.42

The Petition’s analysis of the EETS shows that Xcel will be in compliance through approximately 2035.43
In either analysis Xcel would be short of the necessary renewable energy during the lifetime of the
proposed solar projects. The difference in the two dates (2035 vs. 2040) would not impact the overall
conclusion and the Department did not pursue an analysis of the difference. Overall, the Department
concludes that the solar projects will be used to satisfy the requirements of Minnesota’s EETS.

D.2.  SES Obligation

Minn. Stat. § 216B.1691, subd 2f (a) states that “each public utility shall generate or procure sufficient
electricity generated by solar energy to serve its retail electricity customers in Minnesota so that by the
end of 2020, at least 1.5 percent of the utility's total retail electric sales to retail customers in
Minnesota is generated by solar energy.” Note that for Xcel the same statute requires “at least ten
percent of the 1.5 percent goal must be met by solar energy generated by or procured from solar
photovoltaic devices with a nameplate capacity of 40 kilowatts or less.” The small solar standard is not
at issue in this proceeding.

The Department RES Report states that Xcel met SES compliance for 2023.%4 In addition, the
Department RES Report states that Xcel forecasts the Company will be able to meet a 10 percent by
2030 goal.** In addition Xcel forecasts that the Company will have sufficient solar to satisfy the SES
requirements through year 2035 without the use of banked RECs. Xcel’s analysis of the SES shows that
the Company will be able to meet the 1.5 percent requirement and 10 percent goal irrespective of
Sherco Solar 4.6 Overall, the Department concludes that the solar projects are not necessary to satisfy
the requirements of Minnesota’s SES.

40 Minnesota Department of Commerce. Minnesota Renewable Energy Standard: Utility Compliance. (2025). Available at:
https://www.Irl.mn.gov/docs/2025/mandated/250202.pdf, (hereinafter “Department RES Report”).

411d., at 4-5.

421d., at 9.

43 petition at 90.

4 Department RES Report at 8.

4 The 10 percent by 2030 goal is established by Minn. Stat. § 216B.1691, subd. 2f.

46 petition at 91.

10


https://www.lrl.mn.gov/docs/2025/mandated/250202.pdf
https://www.revisor.mn.gov/statutes/cite/216B.1691#stat.216B.1691.2f

Docket No. E002/M-24-230 PUBLIC DOCUMENT
Analysts assigned: Michael Zajicek, Taryn Waite, Sachin Shah,
Donald Hirasuna, Diane Dietz, Steve Rakow

D.3.  CFS Obligation

Minn. Stat. § 216B.1691, subd. 2g states:

In addition to the requirements under subdivisions 2a and 2f, each electric
utility must generate or procure sufficient electricity generated from a
carbon-free energy technology to provide the electric utility's retail
customers in Minnesota, or the retail customers of a distribution utility to
which the electric utility provides wholesale electric service, so that the
electric utility generates or procures an amount of electricity from carbon-
free energy technologies that is equivalent to at least the following
standard percentages of the electric utility's total retail electric sales to
retail customers in Minnesota by the end of the year indicated:

(1) 2030 80 percent for public utilities; 60 percent for other electric
utilities

(2) 2035 90 percent for all electric utilities

(3) 2040 100 percent for all electric utilities.*’

The term "Carbon-free" is defined by Minn. Stat. § 216B.1691, subd. 1 (b) as a technology that
generates electricity without emitting carbon dioxide.*® As solar generation does not emit carbon
dioxide, the Department concludes that the solar projects (Fillmore Solar, Grant Solar, Gopher State
Solar, Lemon Hill Solar, and Sherco Solar 4) all qualify for application toward Xcel’s CFS obligation.

The Department was unable to understand the Petition’s Figure 18 and requested an updated figure;
the Company provided an updated Figure 18.%° The Updated Figure 18 shows that Xcel will be able to
satisfy CFS compliance requirements through 2037 with current and planned resources being utilized,
assuming a four-year shelf life of environmental attribute credits. Overall, the Department concludes
that the solar projects will be used to satisfy the requirements of Minnesota’s CFS.

E. XCEL’S BIDDING PROCESS
E.1. RFP Overview

Xcel issued the RFP in response to Order Point 2 A 8 of the 2019 IRP Order. Regarding resource
acquisition, the 2019 IRP Order directed Xcel to use “the No-Bid/Track 1 and Xcel-Bid Auditor/Modified
Track 2 bidding processes for the solar, wind, and storage resources approved in Ordering Paragraph
2.”50 The Xcel-Bid Auditor/Modified Track 2 bidding process is as follows:

A. The Commission issues a resource plan order identifying the size, type,
and timing of the resource needs.

47 Minn. Stat. § 216B.1691, subd. 2g (2025).

48 Minn. Stat. § 216B.1691, subd. 1 (b) (2025).

49 Attachment 2, Xcel’s response to Department Information Request No. 9.
502019 IRP Order at Order Point 6 A.
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B. Xcel issues its request for proposals.

C. Early in the process (preferably with the filing of the company’s self-
build proposal, discussed below) Xcel files a contingency plan to address
the potential for the bidding process to fail.

D. The day before Xcel receives responses to that request for proposals,
Xcel submits its self-build project petition. This petition contains an
estimate of final costs for the project and other project details necessary
to evaluate the proposal in accordance with the identified selection
factors.

E. After receiving bids in response to the request for proposals, Xcel
evaluates the bids and select projects for contract negotiation that are
in the best interest of its customers. Xcel evaluates the bids using a
number of factors, such as —

1. Levelized cost,

2. Financial capability,

3. Project schedule,

4. Project design,

5. Project risks,

6. MISO queue position status,

7. Interconnection and network upgrades,
8. Energy production profile,

9. Site control,

10. Project output delivery plan,

11. Expected turbine availability,

12. Pricing options,

13. Project development milestones,

14. Exceptions to standard contract terms and conditions, and

15. Other relevant factors.

Using these criteria, Xcel selects projects that are in the best interest of its

customers and negotiates contracts with each of the developers.

F. Xcel then makes a filing to the Commission that includes the contracts
for projects selected from the request for proposals, as well as a
comparison between those projects and Xcel’s self-build proposal. The
company includes a ranking and bid data for all bids received in response
to the request for proposals and an analysis of the factors identified
above for all projects for which Xcel conducts due diligence. Additionally,
the company provides an independent third-party auditor report of its
process for requesting proposals, which reviews the company’s
evaluation of proposals and due diligence, as well as the company’s
selection of proposals for contract negotiation.”!

511d., at Appendix A.

12



Docket No. E002/M-24-230
Analysts assigned: Michael Zajicek, Taryn Waite, Sachin Shah,

Donald Hirasuna, Diane Dietz, Steve Rakow

PUBLIC DOCUMENT

Xcel used the RFP process outlined above. The requirements of Xcel’s RFP are summarized in Table 3.

Table 4: RFP Requirements>?

Traditional Option

MNEC Contingent Option

® Distribution-interconnected projects: must have
signed interconnection agreement with NSPM as
of June 28, 2024

Resource Types Wind, Solar, Storage, Hybrid Wind, Solar, Storage, Hybrid
Physically located in MN, SD, or ND, plus: Physically located in MN with proximity
Transmission-Interconnected Proposals: located in to proposed MN Energy Connection
Midcontinent Independent System Operator, Inc.
Location (MISO) Zone 1
OR
Distribution-Interconnected Proposals: Located in
NSPM service territory
1600 MWac total (inclusive of MNEC Contingent Up to 800 MWac of 1600 MWac total
MW Target Option Bids) target
Minimum Size Newly Built: > 5 MWac > 5 MWac
per Project Site Existing Resources: > 1 MWac
Project Structure PPA, Build Transfer (BT), Company self-build BT, Company self-build
COD Expected COD by December 31, 2029 Expected COD by December 31, 2029
COD Bonus By June 1, 2027: 20 points N/A
Points By June 1, 2028: 10 points
PPA Term PPA Extensions: (5 — 15 years); N/A
Lengths Newly Constructed Projects: (10 - 30 years)
New Or Newly constructed and some existing projectss Newly constructed only
Existing
. Bidder must own or have an agreement in place with the owner of any existing co-located
Co-Location generating facility. The existing facility must have its output fully committed to the Company.
® Projects proposing new POIs in MISO: must No MISO interconnection
have generator interconnection application in applications are required at time of bid
MISO 2021 DPP Cycle or eatlier cycle. submittal
e Utilization of Surplus or Generator
Interconnection Applications at existing MISO
Planned POIs, including MN Energy Connection & Blue
Interconnection |y je
Strategy

52 RFP at 3-4. Note that the RFP issued under the NSPW corporate entity had similar requirements.
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In addition to the requirements above, the RFP specified the following:

The Company sought projects that utilize labor covered by a collective bargaining agreement
for its construction and thus requires bidders to provide pricing that assumes the use of such
labor;

A preference for utilize contractors and/or suppliers that are classified as certified Diverse
Suppliers;

annual reporting of workforce diversification information including for subcontractors and
suppliers will be requested of successful bidders;

require all bidders to provide a pollinator habitat scorecard assessment form; and

only build-transfer and self-build bids will be considered for Blue Lake and Sherco
interconnection reuse.>3

E.2.  Summary of Bids Received

Self-build proposals were submitted on September 27, 2024. Third-party proposals were submitted on
September 28, 2024. The IA’s report describes the bids received as follows:

A total of 41 bids were received, for 30 distinct projects totaling
approximately 1,475 MW of solar, 410 MW of wind, 1,340 MW of
standalone storage, and 1,180 MW of solar plus storage. Of the 30 distinct
projects, 20 were physically located in Minnesota, 3 in South Dakota, and
6 in Wisconsin [...] Of the 38 third-party bids submitted, 21 were PPAs and
17 were BTs. >4

E.3.  Completeness Review and Threshold Review

It is important to note that, during the completeness and threshold reviews, Xcel provided bidders the
opportunity to fix any issues that would prevent a bid from being passed on to the evaluation stage.>>
During the Completeness Review stage bids are reviewed to ensure compliance with all bid submittal
requirements. During the Threshold Review stage experts reviewed each bid for compliance with
various factors as discussed in the RFP.

Bids were eliminated during the Company’s Completeness and Threshold Reviews as follows:

four bids were withdrawn by bidders;>®

11 bids did not pass the Threshold Review;*’ and

three variations of the remaining bids were excluded from the scoring stage as less
economically desirable than remaining bids for the same project.>®

53 d., at 7-9.

54 petition at Attachment A at 4.
55 petition at 27.

6 Id., at 29.

57 Ibid.
58 Ibid.
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Of the bids that did not pass the Threshold Review, the IA’s report states that “the main reasons
included not meeting the site control, location, interconnection, and technology threshold criteria.”>®
At this point only solar and stand-alone BESS projects were remaining; no wind or solar plus storage
hybrid projects remained after the Threshold Review. The Petition states that, “23 bids reaching the
Scoring Stage comprised of 20 distinct projects — 14 solar projects representing 1,628 MW of capacity
and six standalone storage projects representing 1,056 MW of capacity.”°

The Department reviewed the Company’s Completeness Review as documented in the response to
Department Information Request Nos. 3 and 4 and notes that [TRADE SECRET DATA HAS BEEN
EXCISED] Overall, the Department has no concerns with the Company’s Completeness Review.

The Department reviewed the Company’s Threshold Review and notes the following. The Petition
discusses 41 bids received.®! However, the Company’s response to Department Information Request
No. 5°2 provided a file with 43 tabs, with each tab containing information on a separate bid—with
some bids being variations of the same project. From the Completeness Review file, the Department
determined that the Company did not count two MNEC contingent bids as a separate bid, unlike all
other variations which were counted as separate bids. This discrepancy caused some confusion during
the review but ultimately was not of substance. Overall, the Department has no concerns with the
Company’s Threshold Review.

E.4. Proposal Scoring and Shortlisting

Xcel performed the Proposal Key Parameter Review and Scoring in five distinct steps:

1. Scoring—Bids were scored based on the price and non-price scoring factors described in the
RFP. All bids were ranked separately for solar only bids and standalone storage bids. All scored
bids were passed on to the next step.®3

2. Quality Risk Screen—Each scored bid needed to exceed the minimum non-price criteria score.
No scored bid failed this test and all were passed on to the next step.%

3. Quantity Screen—Xcel pre-determined a maximum amount of solar and BESS capacity to model
in EnCompass. This maximum amount of capacity (by type) resulted in two lowest scoring solar
bids being excluded.®> The remaining 21 bids moved to the EnCompass analysis step.

4. EnCompass Analysis—Xcel “‘started with the updated 2024 IRP base case modeling, removed
generic resources it [EnCompass] was selecting between 2027 and 2028, and allowed the model
to pick from the remaining project bids to meet the system needs during the acquisition time

59 petition at Attachment A at 15.

80 petition at 29.

61 For one example see Petition at 22.

62 Requesting “the file(s) containing the Threshold review of the bids.”
83 petition at 34.

54 Ibid.

5 Ibid.
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window between 2027 and 2029.”% The EnCompass analysis eliminated [TRADE SECRET DATA
HAS BEEN EXCISED] bids.®’

5. Cost-effectiveness Screen—A final cost screen was applied to the remaining bids. After review
and approval by the IA, this cost screen eliminated [TRADE SECRET DATA HAS BEEN EXCISED]

At the end of the process, Xcel announced a short list of “17 distinct projects from eight different
bidders, totaling 1,595 MW of solar capacity and 1,056 MW of standalone storage capacity.” 8

As discussed above the Scoring and Quality Risk Screen stages did not result in any bids being dropped
but two bids were dropped during the Quantity Screen stage. The Department verified that the two
lowest scoring solar bids were excluded during the Quantity Screen stage.

In the EnCompass analysis Xcel ran two main scenarios, one using the original IRP forecast and one
using a higher, more recent 2024v2 forecast. Regarding the EnCompass Analysis stage the Petition
states that:

Distinct projects could only be selected once. If a project had been bid in
once as a PPA and once as a build-transfer, EnCompass could only choose
the lowest cost option.®®

Using the original IRP forecast EnCompass selected a total of [TRADE SECRET DATA HAS BEEN
EXCISED] With the updated 2024v2 forecast, EnCompass selected [TRADE SECRET DATA HAS BEEN
EXCISED] For comparison, in the Petition Xcel is seeking approval of a portfolio of 768 MW of solar and
856 MW of BESS capacity.”®

The Department’s review of Xcel’'s documentation for the EnCompass Analysis stage found that, under
the 2024v2 forecast, [TRADE SECRET DATA HAS BEEN EXCISED] The difference between the forecast
used in the “original IRP” EnCompass runs and the 2024v2 forecast EnCompass runs is shown below.

Table 5: Forecast Changes (2028 to 2040) 7!
Demand (MW) ‘ Energy (GWh)

Minimum Increase

[TRADE SECRET DATA HAS

Average Increase BEEN EXCISED]

Maximum Increase

% Id., at 35.

57 petition at Attachment A at 17.
68 petition at 35.

59 Ipid.

70 petition at 3.

L Ibid.
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[TRADE SECRET DATA HAS BEEN EXCISED].

In the final step, Xcel applied a cost screen that excluded any bids with prices that had [TRADE SECRET
DATA HAS BEEN EXCISED].

Overall, the Department has no concerns with the Company’s Key Parameter Review and Scoring
analysis of the bids.

E.5. Changes to Proposals

Regarding requiring firm pricing for bids, the Petition states:

Recognizing that rigid pricing commitments were no longer feasible under
the new tariff regime, the Company allowed shortlisted bidders to submit
limited pricing adjustments. These adjustments were intended to reflect
the real-time cost implications of supply chain volatility, including material
cost fluctuations and tariff-related surcharges. The goal was to preserve
the integrity of the RFP process while maintaining competition, tension,
and transparency. By enabling controlled revisions, the Company aimed to
reestablish momentum in negotiations and ensure that final contract
terms remained both realistic and executable under the revised market
conditions.”?

The results of the re-pricing for the PPAs are shown below in Table 5.

Table 6: Impact of PPA Re-pricing

Energy Payment Capacity Payment
Pro ject’-" Rate / MWh Rate / kW-month

Bid rate | PPA rate | Bid rate | PPA rate

Fillmore Solar

Grant Solar

Gopher State Solar
Lemon Hill Solar
Crowned Ridge BESS
Crane BESS
Mayhew Lake BESS

[TRADE SECRET DATA HAS BEEN EXCISED]

In Xcel’s analysis of the Sherco Solar 4 Project [TRADE SECRET DATA HAS BEEN EXCISED] Xcel’s analysis
of the Blue Lake BESS and Sherco South BESS Project [TRADE SECRET DATA HAS BEEN EXCISED]. In

72 petition at 23.
73 All PPA rates exclude any potential rate changes that may result from a New Trade Measure Event claim.
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general, re-pricing of bids is a poor practice in RFPs. However, Xcel's most recent solar RFP experienced
significant difficulties after the shortlist was announced.”* Given the substantial amounts of capacity
ordered by the Commission in the last two IRPs, pricing volatility in the economy, and Xcel’s recent
experience, the Department concludes that a re-pricing opportunity was reasonable.

E.6. Summary

Based upon the analysis above the Department concludes that Xcel conducted the RFP in a reasonable
manner.

F. ECONOMIC DEVELOPMENT

Minn. Stat. § 216B.1691, subd. 9 (a) describes reasonable actions the Commission must take to
maximizes net benefits to all Minnesota citizens.

(1)  the creation of high-quality jobs in Minnesota paying wages that support families;

(2)  recognition of the rights of workers to organize and unionize;

(3) ensuring that workers have the necessary tools, opportunities, and economic
assistance to adapt successfully during the energy transition, particularly in
environmental justice areas;

(4)  ensuring that all Minnesotans share (i) the benefits of clean and renewable energy,
and (ii) the opportunity to participate fully in the clean energy economy;

(5) ensuring that statewide air emissions are reduced, particularly in
environmental justice areas; and

(6)  the provision of affordable electric service to Minnesotans, particularly
to low-income consumers.

In the 2024 IRP Order, the Commission required Xcel to “work with parties representing organized
labor to maximize socioeconomic benefits to customers and host communities by prioritizing creation
of high-quality jobs and apprenticeship pathways for local workers in the implementation of projects
and programs included in the resource plan.”’® In addition, the Commission required Xcel to “work
with the Environmental Justice Advisory Board to better understand how to prioritize and incentivize
investments and economic benefits for underserved communities.””’®

In the RFP the Company required bidders to utilize union labor and businesses.”” Furthermore, impact
on environmental justice areas was a scoring criterion.”® In addition, the projects, as a package, will
reduce CO; emissions. Thus, the proposed projects meet the first, second, and fifth criteria listed

74 In the Matter of the Petition of Northern States Power Company, d/b/a Xcel Energy, for Approval of Sherco Solar 3 and the
Apple River Solar Power Purchase Agreement, Xcel, Petition, May 5, 2023, Docket No. E002/M-22-403, (eDockets) 20235-
195606-01, at 40-43.

752024 IRP Order at Order Point 26.

76 |d., at Order Point 27.

77 Petition at 62.

78 RFP at 27.
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above. The Department also notes that the RFP allowed relatively small projects to bid into the RFP,
which allowed more Minnesotans to participate in the clean energy economy as per criterion 4 above.

The Company’s EnCompass analysis demonstrates that the projects, as a package, will result in an
increase in PVRR over the base case.”® However, the Petition estimates that nominal rate of increase in
cents per kWh for Xcel’s system to be about 2 percent annually over the next 15 years®—about the
expected rate of inflation.

Overall, the Department concludes that the Project meets the requirements or for economic
development as described in Minn. Stat. § 216B.1691, subd. 9 (a) and the 2024 IRP Order.

G. TAX MATTERS

Regarding the self-build projects, Xcel expects the following tax credits:

e Blue Lake BESS—standard 30 percent ITC;

e Sherco South BESS—standard 30 percent ITC value and an additional 10 percent
bonus for being located in an energy community; and

e Sherco Solar 4—standard 30 percent ITC value and an additional 10 percent bonus
for being located in an energy community.8!

These estimates are dependent upon Xcel’s current interpretation of IRS guidance. The Petition
discusses the current federal regulatory uncertainty which may impact some of the projects’ logistics.®?
The Company requests an expedited review in order to try to take advantage of the tax credit benefits
of the Inflation Reduction Act (IRA) despite the accelerated phase-out under H.R. 1.%3

In addition, Xcel used a discount rate of [TRADE SECRET DATA HAS BEEN EXCISED] when calculating
the estimated benefit of ITCs.8* The Department reviewed Xcel’s estimate of tax credit benefits of for
the self-build projects and concludes that the estimates are reasonable.

The Department notes that Xcel’s analysis of the initial Sherco Solar 4 bid assumed [TRADE SECRET
DATA HAS BEEN EXCISED]. The Department recommends Xcel explain the change in reply comments,
including a calculation of the estimated value of both PTCs and ITCs for the Sherco Solar 4 project.

H. OTHER MATTERS

The Department includes a discussion of miscellaneous issues in this section.

79 petition at 81.

80 d., at 85.

8d., at 68-73.

8d., at 8-18.

8d., at 3.

84 Xcel’s response to Department Information Request No. 7 at Attachment O, tab “Inputs_Reg.”
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H.1.  Imputed Debt

The Petition discusses the concept of imputed debt due to PPAs.8> The Petition at Table 11 estimates
the imputed debt due to the PPAs in question here to be about $514 million. All of the imputed debt is
associated with the BESS PPAs. After discussing imputed debt, the Petition concludes the topic by
stating “[d]ue to the material negative credit quality implications expected as a result of these
contracts, the Company intends to propose mitigation through an increase in its equity ratio in its next
electric rate case filing.”8®

The Department acknowledges that an increase in the equity ratio to address imputed debt, if
ultimately approved by the Commission, would represent an additional cost associated with the PPAs.
At this time there is no specific cost of imputed debt. However, based on the scoring of the shortlisted
BESS bids,?” it appears unlikely that adding imputed debt as a factor would materially change the
ranking of the BESS bids. Finally, Xcel intends to address the issue in a separate proceeding. Therefore,
no action regarding imputed debt is necessary in this proceeding.

H.2.  Sherco Solar 4 Land Rights Approval

Minn. Stat. § 216B.50 governs the transfer of utility assets exceeding $1,000,000:

No public utility shall sell, acquire, lease, or rent any plant as an operating
unit or system in this state for a total consideration in excess of $1,000,000
[...] without first being authorized so to do by the commission. [...] If the
commission finds that the proposed action is consistent with the public
interest, it shall give its consent and approval. [...] In reaching its
determination, the commission shall take into consideration the
reasonable value of the property, plant, or securities to be acquired or
dispatched of, or merged and consolidated.

This section does not apply to the purchase of property to replace or add
to the plant of the public utility by construction.88

Xcel requests the Commission find the proposed acquisition of the land rights for Sherco Solar 4 is in
the public interest.

Based upon the analysis of the results of the RFP and the APA elsewhere in these comments, the
Department recommends that the Commission find that the proposed acquisition of the land rights for
Sherco Solar 4 is consistent with the public interest.

8 Petition at 43-44.

8 Id., at 44.

87 See Petition at Appendix A at 18.

88 Minn. Stat. § 216B.50, subd. 1 (2023).
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H.3.  Variance Request

Acquisitions of property are governed by Minn. R. 7825.1800, subp. B, which states that petitions to
acquire property shall contain the information required by Minn. R. 7825.1400, items A to J, the agreed
upon purchase price, and the terms for payment and other considerations.?? Xcel states that Minn. R.
7825.1400 concerns capital structure filings and is geared toward the issuance of securities, which is
not at issue here. Therefore, Xcel requests that the Commission waive application of Minn. R.
7825.1800, subp. B.

Variance requests are governed by Minn. R. 7829.3200 which allows the Commission to vary its rules if
it finds:

A. enforcement of the rule would impose an excessive burden upon the
applicant or others affected by the rule;

B. granting the variance would not adversely affect the public interest; and

C. granting the variance would not conflict with standards imposed by law.

Xcel states that the criteria for a variance are met as follows:

A. the proposed transaction does not implicate the information sought by Minn. R.
7825.1400 (A)-(J) and, thus, its provision would impose an excessive burden on the
Company;

B. because the proposed transaction does not involve the issuance of securities, granting a
variance does not conflict with the public interest; and

C. asevidenced by previous Commission precedent waiving these requirements under
similar circumstances, a waiver will not violate any standards imposed by law.

The Department agrees with Xcel’s analysis and recommends that the Commission approve the
requested variance.

l. XCEL’S SELF-BUILD PROJECTS

In this section, the Department discusses the acquisition process, recovery mechanisms, ratepayer
protections, relief mechanisms, and jurisdictional allocation for Xcel’s self-build projects: Sherco Solar
4, Blue Lake BESS, and Sherco South BESS.

1.1. Overview

The Petition requests Commission approval for investments, expenditures and costs related to the
Company’s self-build projects— Sherco Solar 4, Blue Lake BESS, and Sherco South BESS—pursuant to
Minn. Stat. § 216B.1645, which describes the requirements necessary for recovery under the RES
rider.®® That statute allows the Commission to approve a schedule that provides for the automatic

8 Minn. R. 7825.1400.
90 petition at 89, 92.
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adjustment of charges to recover prudently incurred investments, expenses, or costs associated with
facilities constructed, owned, or operated by a utility to satisfy the requirements of Minn. Stat. §
216B.1691.° Minn. Stat. § 216B.1691 describes Minnesota’s Renewable Energy Objectives and lays out
the RES and CFS for electric utilities.®? Xcel claims development of the self-build projects will facilitate
compliance under the requirements of Minn. Stat. § 216B.1691.°3

The Sherco Solar 4 project generates renewable energy and can directly qualify for those
requirements, if Xcel has demonstrated a need for renewable or carbon-free energy. Regarding the
Blue Lake BESS and Sherco South BESS projects, the Commission’s authority under Minn. Stat. §
216B.1645 includes “reasonable investments and expenditures made to [...] provide storage facilities
for renewable energy generation facilities that contribute to the reliability, efficiency, or cost-
effectiveness of the renewable facilities.”®* Thus, there are two criteria for storage facilities: they must
“provide storage facilities for renewable energy generation facilities” and “contribute to the reliability,
efficiency, or cost-effectiveness of the renewable facilities.” The Department discusses the applicability
of these criteria in the subsections below.

1.2. Acquisition Process for RES Rider Recovery

Minn. Stat. § 216B. 1645, subd. 2a (a) defines which projects qualify for RES rider recovery:

A utility may petition the commission to approve a rate schedule that
provides for the automatic adjustment of charges to recover prudently
incurred investments, expenses, or costs associated with facilities
constructed, owned, or operated by a utility to satisfy the requirements of
section 216B.1691, provided those facilities were previously approved by
the commission under section 216B.2422 or 216B.243, or were
determined by the commission to be reasonable and prudent under
section 216B.243, subdivision 9.%°

Minn. Stat. § 216B. 1645, subd. 2a (a) provides three paths for a project to address the RES or CFS to
qualify for rider recovery:

e acquisition via Minn. Stat. § 216B.243,°¢ which establishes the CN requirements;
e acquisition via Minn. Stat. § 216B.2422,°” which allows a utility to select resources through a
Commission-approved bidding process; or

%1 Minn. Stat. § 216B.1645, subd 2a (2023).

92 See Minn. Stat. § 216B.1691 (2025).

%3 Petition at 89-93.

9 Minn. Stat. § 216B.1645, subd 1 (2) (2023).
% Minn. Stat. § 216B. 1645, subd. 2a (a) (2023).
% Minn. Stat. § 216B.243 (2025).

97 Minn. Stat. § 216B.2422 (2025).
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e acquisition via Minn. Stat. § 216B.243, subd. 9 which states that the CN requirements do not
apply to a wind or solar generation facility that is intended to be used to meet the requirements
of the EETS or the CFS, but projects must instead go through a comment period.

In this case all of the projects were acquired via through a Commission-approved bidding process.
Thus, all of the project used one of the allowed acquisition processes.

The Department evaluates the applicability of recovery through the RES rider below.

1.2.1. Sherco Solar 4

In section D above, the Department concludes that Xcel demonstrated a need for additional renewable
energy for purposes of meeting the RES and CFS. The Sherco Solar 4 project can help meet those needs
and therefore qualifies for recovery under Minn. Stat. § 216B.1645. The Sherco Solar 4 project was also
acquired via a Commission-approved competitive bidding process. The Department recommends that
the Commission determine the Sherco Solar 4 qualifies for recovery via Xcel’s RES Rider.

1.2.2. Blue Lake BESS

Xcel claims that both self-build BESS projects, and perhaps any BESS, advances the system as a whole
and qualifies for recovery through the renewable energy rider. Xcel states that “[t]he projects [Sherco
South BESS and Blue Lake BESS] allow for storage of excess electricity generated by other power
producers during periods of low electricity demand, with the ability to send the electricity back to the
grid when demand increases.”?® Blue Lake BESS has no tie to any particular renewable generator, but
instead will replace retiring capacity at the Blue Lake Generating Station.®®

Xcel asserts that both the Blue Lake BESS and Sherco South BESS projects qualify for recovery under
the RES rider for these reasons:

The impact to the grid from the integration of BESSs will advance research
and understanding of how storage devices may improve renewable energy
projects, including:

e Supports integration of renewable energy: The integration of BESS
enables higher and more efficient use of existing and new renewable
energy sources.

* Frequency response and regulation: Strong BESS infrastructure provides
moment-to-moment stability for the electrical system more efficiently
than existing natural gas resources.

%98 petition at 93.
9 petition at 67.
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* Reduce energy waste: BESS stores energy when there is an excess supply
and discharges that energy back onto the grid when supply is low.

* Grid Resiliency: BESS can support recovery from storms and other grid
emergencies by more efficiently using the operating portions of the grid
and providing the grid operator and utility additional flexibility while they
work to restore the system.

The Department agrees that these aspects of BESS systems broadly support “research and
understanding of how storage devices may improve renewable energy projects.” However—unlike
Sherco South BESS—there is not a locational nexus between Blue Lake BESS and renewable generation
that demonstrates that Blue Lake BESS in particular will “provide storage facilities for renewable
energy generation facilities that contribute to the reliability, efficiency, or cost-effectiveness of the
renewable facilities,” per Minn. Stat. § 216.1645, subd. 1 (2).1%° The Department requests that Xcel
discuss in reply comments how specific, locational aspects of Blue Lake BESS apply to statutory criteria
for recovery under the RES rider, or else why these criteria apply to BESS systems broadly, regardless of
location.

1.2.3. Sherco South BESS

The Department concludes that Sherco South BESS qualifies for recovery under the RES rider for two
reasons. First, from its location (between the Sherco Solar 1 and 2 units) the Department concludes
that the proposed Sherco South BESS will “provide storage facilities for renewable energy generation
facilities” as required by Minn. Stat. § 216B.1645. Second, from its accredited capacity and related
reliability benefits, and [TRADE SECRET DATA HAS BEEN EXCISED] the Department concludes that the
proposed Project will “contribute to the reliability, efficiency, or cost-effectiveness of the renewable
facilities” as required by Minn. Stat. § 216B.1645.

Therefore, the Sherco South BESS project qualifies for rate recovery pursuant to Minn. Stat. §
216B.1645. The Department recommends that the Commission determine the Sherco South BESS
qualifies for recovery via Xcel’s RES Rider.

1.3. Ratepayer Protections
1.3.1. Bid Price Cap

Here Xcel’s bids are competing against other bids to meet the identified needs. If the final costs of
Xcel’s bids to ratepayers were not considered to be firm or known when the Commission evaluates all
bids, ratepayers would be at risk to incur some amount of unknown costs. Further, if one bidder were
allowed to pass extra costs onto ratepayers while other bidders were not, the bidding process would
not be fair to all bidders. Therefore, the Department recommends the Commission set Xcel’s base cost
recovery at the capital cost bid. The base cost recovery amounts are:

[TRADE SECRET DATA HAS BEEN EXCISED]

100 Minn. Stat. § 216B.1645, subd 1 (2) (2023).
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The base amount is a symmetrical ‘hard’ cap in that it is the amount recovered in any case—just as is
the case for other bidders. If actual costs come in below the base cost recovery amount, then the
Company is better off. If actual costs come in above the base cost recovery amount the Company is
worse off. In addition, Xcel’s projects should receive the same relief mechanisms for base costs as were
built into the PPAs as adjustments to the base cost recovery amounts. The Department discusses these
three mechanisms below.

1.3.2.  Geopolitical Uncertainty Relief Mechanisms

First, the PPAs were granted relief from tax law changes. Xcel states that, “[i]f a change in tax law (for
example, a repeal of a clean energy tax credit) prevents the Seller from realizing investment or
production tax credit benefits and the financial impact exceeds a material threshold relative to the size
of each project, then Seller has the opportunity to exit the contract, forfeiting a portion of the Security
Fund.”9% Therefore, if a tax law change prevents Xcel from realizing investment tax credits (ITC) or
production tax credits (PTC), Xcel should be granted relief. The appropriate relief would be to adjust
the cost cap for loss of ITCs or PTCs. To obtain the tax change adjustment Xcel would need to make a
filing with documentation of the tax change.

Second, the PPAs were granted relief from extraordinary federal actions (EFA):

If the Seller is unable to reach COD due to a federal permit being withheld
or denied, the Seller is granted a day-for-day extension. [...] If the delay
continues and COD still cannot be achieved within a year, then either party
has the opportunity to exit the contract without penalty.0?

If an EFA, namely a federal permit being withheld or denied, prevents Xcel from realizing the expected
COD, Xcel should be granted the same relief; a day-for-day extension of the expected COD. To obtain
the day-for-day COD extension Xcel would need to make a filing with documentation of the EFA.

Third, the PPAs were granted relief from new trade measures: “If a new or modified import tariff is
imposed on the project’s major components, the Seller may request a rate increase capped at no more
than 20 percent to account for the new tariff impact.” Similarly, Xcel’s bids should be allowed a 20
percent increase to account for new trade measures. To obtain the 20 percent increase Xcel would
need to make a filing with documentation demonstration a clear tie between the new or modified
import tariff and the cost of Xcel’s project.

101 petition at 63.
102 ypid.
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1.3.3.  Performance Adjustment Mechanisms for Solar

The Petition discusses three contract provisions that apply to solar projects.% The first provision is a
Committed Energy adjustment. Each PPA has an annual “Committed Energy” amount and if the Seller fails
to deliver a specified percentage of Committed Energy over defined periods the payment to the Seller is
reduced by a set percentage. The second provision involves curtailment. Each PPA establishes compensable
curtailments, generally curtailments directed by the Company, and non-compensable curtailments,
generally those due to transmission constraints, force majeure, or regulatory actions. The third provision
involves availability and operational performance. Sellers are required to maintain a minimum equivalent
availability reporting factor. Failure to meet the standard can trigger default and termination.

The Department explored establishing similar performance adjustments for Xcel’s Sherco Solar 4
project but this effort failed, largely due to the complexity of the calculations involved and uncertainty
regarding the specific inputs to be used.

1.3.4. Performance Adjustment Mechanisms for BESS

The Petition discusses three contract provisions that apply to BESS projects.%* The first provision is a
Capacity Availability Factor (CAF) adjustment. Basically, the monthly capacity payment varies based on
the actual availability of the project each month. The second provision involves a round-trip efficiency
(RTE) adjustment. RTE is the ratio of energy discharged to energy charged. RTE is the efficiency of the
project’s charging capabilities. If the RTE falls below guaranteed levels, the monthly payment is
reduced. The third provision involves total energy discharged. If the battery is discharged above the
annual throughput limit, the Seller is entitled to an additional payment.

Again, the Department explored establishing similar performance adjustments for Xcel’s Sherco South
BESS and Blue Lake BESS projects but this effort failed due to the complexity of the calculations
involved and uncertainty regarding the specific inputs to be used.

1.4. Jurisdictional Allocation

The Petition requests that “the Commission allow the Company to propose any changes to our
jurisdictional allocation approach in a future RES Rider filing for resources that we are not able to
obtain approval of in another jurisdiction.”% To support this request the Company explains that, “in
order to comply with Minnesota’s 100x40 CFS law, it was necessary to impose a constraint in the
Encompass modeling, meaning that Minnesota law directly impacts the updated expansion plan.”0¢

103 petition at 59.
104 1d., at 60.

105 14, at 89.

106 1pjd.
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Before seeking an increased allocation to Minnesota, Xcel would seek a recovery determination from
North Dakota Public Service Commission and South Dakota Public Utilities Commission.%”

The Department notes that the process proposed by the Company appears to be reasonable. However,
the Department recommends the Commission take no action regarding the request to propose
changes to the jurisdictional allocation approach in a future RES Rider filing for resources Xcel is not
able to obtain approval of in another jurisdiction. The Company already has the ability to propose
changes to jurisdictional allocations in RES Rider filings.

J. PPA REVIEW

J.1. Overview of Risks

The Department generally divides the analysis of PPAs into two risk categories, financial risks and
operational risks. For PPAs, there are two main financial risks that may have negative impacts on Xcel’s
ratepayers. They are:

e a Seller default and termination of the PPA before the expiration of the contract period; and
e entitlement by a lender or other party, as a result of the Seller’s failure to pay debt, to take over
the project and terminate the PPA.

Under these events, Xcel may be forced to find more costly replacement power when the PPA is
terminated. Further, under both events, the projects may be terminated and jeopardize Xcel’s
compliance with various statutory requirements and Commission orders.

The operational risks are the risks that the project in question will not be built and operated as
expected. These risks include a complete shutdown or a partial shutdown of the Project due to
technical problems. In the case of a partial shutdown, ratepayers must be assured that their payments
for capacity and energy are reduced accordingly. In the case of a complete shutdown, once again Xcel
may face the risk of non-compliance with the various legislative or Commission requirements and may
need to find what could be more expensive replacement power.

J.2. Fillmore Solar PPA
Note that the Fillmore Solar project is unique among the PPAs. Currently, the 45 MW Fillmore Solar

project is operational. Of that capacity, 30 MW is contracted by Xcel; the proposed PPA covers the
remaining 15 MW of the project.1%8

107 Xcel justifies this request in part by reference to a jurisdictional-participation-based rate recovery process used by Otter
Tail Power Company (OTP). Such an approach works for OTP in part because OTP’s most recent IRP (Docket No. EO17/RP-
21-339) was done on a jurisdictional basis in the last round of analysis.

108 petition at 45.
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J.2.1. Changes from Bid Price

For the Fillmore Solar project [TRADE SECRET DATA HAS BEEN EXCISED] This price is still competitive
with other comparable projects and the Department concludes the change is reasonable in these
circumstances.

J.2.2. Ratepayer Protections—Financial Risk
Article 12.1 of the Fillmore PPA describes events that constitute seller’s default which includes seller’s:
[TRADE SECRET DATA HAS BEEN EXCISED]
Article 12.4 A specifies the limitations on damages that can be due to Xcel for:
[TRADE SECRET DATA HAS BEEN EXCISED]

Article 12.4.B specifies situations that are not subject to the limit [TRADE SECRET DATA HAS BEEN
EXCISED].

Article 11.1 describes the [TRADE SECRET DATA HAS BEEN EXCISED] Xcel can draw from the [TRADE
SECRET DATA HAS BEEN EXCISED].

Article 16 and Exhibit E describe [TRADE SECRET DATA HAS BEEN EXCISED]
Article 17 contains the [TRADE SECRET DATA HAS BEEN EXCISED]

Article 19 includes restrictions on [TRADE SECRET DATA HAS BEEN EXCISED]
Article 20 describes, among other issues, the treatment of [TRADE SECRET DATA HAS BEEN EXCISED]

As the Petition describes, there are special relief mechanisms to deal with the substantial uncertainty
at this time. First, if a “change in tax law (for example, a repeal of a clean energy tax credit) prevents
the Seller from realizing investment or production tax credit benefits and the financial impact exceeds
a material threshold relative to the size of each project, then Seller has the opportunity to exit the
contract, forfeiting a portion of the Security Fund.”0?

After reviewing the financial risk allocation features of the Fillmore PPA, the Department concludes
that Xcel’s ratepayers would be reasonably protected from financial risks.

109 petition at 63.
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J.2.3. Ratepayer Protections—Operational Risk

Note that the Fillmore Solar project has already been constructed.'® Thus, there are no operational
risks related to the project not being built as expected.

The Fillmore PPA includes specific features that protect both Xcel and its ratepayers from the
operational risks discussed above. These features include the [TRADE SECRET DATA HAS BEEN
EXCISED].

Article 3.2 includes terms regarding [TRADE SECRET DATA HAS BEEN EXCISED].

Article 5.3 requires [TRADE SECRET DATA HAS BEEN EXCISED] This requirement ensures that Xcel’s
payments are for energy actually received.

After reviewing the operational risk allocation features of the Fillmore PPA, the Department concludes
that Xcel’s ratepayers would be reasonably protected from operational risks.

J.2.4. Curtailment Provisions

For the Fillmore PPA specifically, curtailments are covered in Article 8.3 and include:

[TRADE SECRET DATA HAS BEEN EXCISED]
The Fillmore PPA states that [TRADE SECRET DATA HAS BEEN EXCISED]

After reviewing the curtailment features of the Fillmore PPA, the Department concludes that Xcel’s
ratepayers would be reasonably protected.

J.2.5. Conclusion Regarding PPA

After reviewing the Fillmore PPA, the Department concludes that PPA provisions, including those
related to curtailment, would reasonably protect Xcel’s ratepayers from financial and operational risks.
Therefore, the Department recommends that the Commission approve the Fillmore PPA.

J.3. Grant Solar PPA

J.3.1. Changes from Bid Price

For the Grant Solar project [TRADE SECRET DATA HAS BEEN EXCISED] This price is still competitive
with other comparable projects and the Department concludes the change is reasonable in these
circumstances.

10 d., at 45.
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J.3.2. Ratepayer Protections—Financial Risk, Default
Xcel’s Article 12 describes events that constitute default by Grant Solar:
[TRADE SECRET DATA HAS BEEN EXCISED]
The PPA outlines the following remedies in case of default. Xcel may:
[TRADE SECRET DATA HAS BEEN EXCISED]

To assure the collection of monetary relief the PPA requires Grant Solar to maintain a[TRADE SECRET
DATA HAS BEEN EXCISED].

The Department reviewed the default provisions to the Grant Solar PPA and has no objections.

J.3.3. Ratepayer Protections—Financial Risk, Counterparties

The Department also examined the PPA language for its coverage of counterparty risk. [TRADE SECRET
DATA HAS BEEN EXCISED].

The PPA also takes steps to identify and reduce counterparty risks associated with [TRADE SECRET
DATA HAS BEEN EXCISED].

The Department finds that significant protections exist against [TRADE SECRET DATA HAS BEEN
EXCISED].

[TRADE SECRET DATA HAS BEEN EXCISED]
J.3.4. Ratepayer Protections—Financial Risk, Changes in Law
As in Xcel’s PPAs in Docket No. E002/CN-23-212, Xcel included language that allows for the revision of
the price paid by Xcel in the case of changes in tariffs or changes in tax law. [TRADE SECRET DATA HAS
BEEN EXCISED].
Xcel’s language protects from a change in tax law that would especially result in an increase in [TRADE
SECRET DATA HAS BEEN EXCISED], the Department concludes that the risk of an unfair price is lowered

by these terms and has no recommendations.

With regard to new trade measures, the Department wonders why the PPA only allows [TRADE SECRET
DATA HAS BEEN EXCISED]
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J.3.5. Ratepayer Protections—Operational Risk
The PPA includes specific features that protect both Xcel and its ratepayers from operational risks.
[TRADE SECRET DATA HAS BEEN EXCISED]
The Department has no recommendations in regard to operational risk.

J.3.6. Curtailment Provisions
Xcel’s [TRADE SECRET DATA HAS BEEN EXCISED].

The Department has no recommendations regarding curtailment.

J.3.7.  Conclusion Regarding PPA
[TRADE SECRET DATA HAS BEEN EXCISED]

J.4. Gopher Solar PPA
J.4.1. Changes from Bid Price

For the Gopher State Solar project [TRADE SECRET DATA HAS BEEN EXCISED] This price is still
competitive with other comparable projects and the Department concludes the change is reasonable
in these circumstances.

J.4.2. Ratepayer Protections—Financial Risk

Article 12.1 of the Gopher State PPA describes events that constitute Seller’s default which includes
Seller’s:

[TRADE SECRET DATA HAS BEEN EXCISED]
Article 12.4 A specifies the limitations on damages that can be due to Xcel for:
[TRADE SECRET DATA HAS BEEN EXCISED]

Article 12.4 B specifies situations that are not subject to the limit [TRADE SECRET DATA HAS BEEN
EXCISED].

Article 11.1 describes the [TRADE SECRET DATA HAS BEEN EXCISED] Xcel can draw from the [TRADE
SECRET DATA HAS BEEN EXCISED].

Article 16 and Exhibit | describe [TRADE SECRET DATA HAS BEEN EXCISED]

Article 17 contains the[TRADE SECRET DATA HAS BEEN EXCISED]
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Article 19 includes [TRADE SECRET DATA HAS BEEN EXCISED]
Article 20 describes, among other issues, the treatment of [TRADE SECRET DATA HAS BEEN EXCISED]

After reviewing the financial risk allocation features of the Gopher State PPA, the Department
concludes that Xcel’s ratepayers would be reasonably protected from financial risks.

J.4.3. Ratepayer Protections—Operational Risk

The Gopher State PPA includes specific features that protect both Xcel and its ratepayers from the
operational risks discussed above, including [TRADE SECRET DATA HAS BEEN EXCISED]

Article 3.2 contains terms regarding [TRADE SECRET DATA HAS BEEN EXCISED]
Article 5.3 requires [TRADE SECRET DATA HAS BEEN EXCISED]

After reviewing the operational risk allocation features of the Gopher State PPA, the Department
concludes that Xcel’s ratepayers would be reasonably protected from operational risks.

J.4.4. Curtailment Provisions

The Gopher State PPA classifies curtailment situation into two categories: compensable (where Seller is
paid) and non-compensable (where the Seller is not paid). For the Gopher State PPA, compensable
curtailments are covered in Article 8.3 and include:

[TRADE SECRET DATA HAS BEEN EXCISED]

Non-compensable curtailments include [TRADE SECRET DATA HAS BEEN EXCISED]

The Gopher State PPA include several performance-based adjustment mechanisms that align with the
RFP model PPA. These provisions “are designed to ensure that each facility delivers reliable, high-
quality service and that Seller compensation is closely tied to actual performance. The mechanisms
[...] are structured to incentivize high availability and energy delivery, provide for flexibility in
operational realities, and protect both the Company and our customers from extraordinary risks.”
These mechanisms are as follows: committed energy delivery adjustment, curtailment and
compensation, and availability and operational performance.!!!

J.4.5.  Conclusion Regarding PPA

After reviewing the Gopher State PPA, the Department concludes that PPA provisions, including those
related to curtailment, would reasonably protect Xcel’s ratepayers from financial and operational risks
and the PPA curtailment. Therefore, the Department recommends that the Commission approve the
Gopher State PPA.

111 petition at 59.
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J.5. Lemon Hill Solar PPA
J.5.1. Changes from Bid Price

For the Lemon Hill Solar project [TRADE SECRET DATA HAS BEEN EXCISED]. This price is still
competitive with other comparable projects and the Department concludes the change is reasonable
in these circumstances.

J.5.2. Ratepayer Protections—Financial Risk

Article 12.1 of the Lemon Hill PPA describes events that constitute Seller’s default which includes
Seller’s:

[TRADE SECRET DATA HAS BEEN EXCISED]
Article 12.4.A specifies the limitations on damages that can be due to Xcel for:

[TRADE SECRET DATA HAS BEEN EXCISED]
Article 12.4.B specifies situations that are not subject to the limit

[TRADE SECRET DATA HAS BEEN EXCISED]

Article 11.1 describes the [TRADE SECRET DATA HAS BEEN EXCISED] Xcel can draw from the [TRADE
SECRET DATA HAS BEEN EXCISED].

Article 16 and Exhibit E describe [TRADE SECRET DATA HAS BEEN EXCISED]

Article 17 contains the [TRADE SECRET DATA HAS BEEN EXCISED]

Article 19 includes restrictions on [TRADE SECRET DATA HAS BEEN EXCISED]

Article 20 describes, among other issues, the treatment of [TRADE SECRET DATA HAS BEEN EXCISED]
As mentioned in the Petition, there are special relief mechanisms to deal with the substantial
uncertainty at this time. First, if a “change in tax law (for example, a repeal of a clean energy tax credit)
prevents the Seller from realizing investment or production tax credit benefits and the financial impact
exceeds a material threshold relative to the size of each project, then Seller has the opportunity to exit

the contract, forfeiting a portion of the Security Fund.”**?

Second, regarding tariffs, if a “new or modified import tariff is imposed on the project’s major
components, the Seller may request a rate increase capped at no more than 20 percent to account for

112 petition at 63.
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the new tariff impact.”!!® Note that there are procedures to deal with the validity of claims regarding
new tariffs.

After reviewing the financial risk allocation features of the Lemon Hill PPA, the Department concludes
that Xcel’s ratepayers would be reasonably protected from financial risks.

J.5.3. Ratepayer Protections—Operational Risk

The Lemon Hill PPA includes specific features that protect both Xcel and its ratepayers from the
operational risks discussed above. These features include the [TRADE SECRET DATA HAS BEEN
EXCISED]

Article 3.2 includes terms regarding [TRADE SECRET DATA HAS BEEN EXCISED]

Article 5.3 requires [TRADE SECRET DATA HAS BEEN EXCISED] This ensures that Xcel’s payments are
for energy actually received.

In addition, there are special mechanisms that deal with operational risks due to the uncertainty at this
time. First, if the Seller “is unable to reach COD due to a federal permit being withheld or denied, the
Seller is granted a day-for-day extension.” 14 Examples given include a presidential executive order
causing delay or otherwise making construction impossible.

Second, the Lemon Hill PPA has a committed energy delivery adjustment. This feature:

establishes a “Committed Energy” amount for each Commercial Operation
Year. If the Seller fails to deliver a specified percentage of Committed
Energy over defined periods ... the Monthly Energy Payment is reduced by
a set percentage.?®

Third, the Lemon Hill PPA has availability and operational performance features. In this case the Seller:

is required to maintain a minimum equivalent availability reporting factor
... over defined periods. Failure to meet this standard can trigger default
provisions, cure periods, and, if not remedied, termination rights for the
Company.11®

After reviewing the operational risk allocation features of the Lemon Hill PPA, the Department
concludes that Xcel’s ratepayers would be reasonably protected from operational risks.

113 1pjd.

114 petition at 63.
115 1d., at 59.

116 1pjd.
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J.5.4. Curtailment Provisions

The Lemon Hill PPA specifies two types of curtailment, compensable (where Seller is paid) and non-
compensable (where the Seller is not paid). At a high level, “[cJompensable curtailments generally
include curtailments directed by the Company for market or operational reasons, while non-
compensable curtailments include those due to transmission constraints, force majeure, or regulatory
actions.”” For the Lemon Hill PPA specifically, compensable curtailments are covered in Article 8.3
and include:

[TRADE SECRET DATA HAS BEEN EXCISED]

Non-compensable curtailments include [TRADE SECRET DATA HAS BEEN EXCISED] The amount a Seller
is paid for curtailed energy agreed to under the final PPA would equal the energy payment rate and
include an amount to make Seller whole for their lost PTC benefits.*8

J.5.5.  Conclusion Regarding PPA

After reviewing the Lemon Hill PPA, the Department concludes that PPA provisions, as a whole, would
reasonably protect Xcel’s ratepayers from financial and operational risks and the PPA curtailment.
Therefore, the Department recommends that the Commission approve the Lemon Hill PPA.

J.6. Crowned Ridge BESS PPA

J.6.1. Changes from Bid Price
For the Crowned Ridge BESS project [TRADE SECRET DATA HAS BEEN EXCISED] This price is still

competitive with other comparable projects and the Department concludes the change is reasonable
in these circumstances.

J.6.2. Ratepayer Protections—Financial Risk

Article 12.1 of the Crowned Ridge PPA describes events that constitute Seller’s default which includes
Seller’s:

[TRADE SECRET DATA HAS BEEN EXCISED]
Article 12.4.A specifies the limitations on damages that can be due to Xcel for:

[TRADE SECRET DATA HAS BEEN EXCISED]

17 Ibid.
118 see Attachment 1, Xcel’s response to Department Information Request No. 8.
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Article 12.4.B specifies situations that are not subject to the limit [TRADE SECRET DATA HAS BEEN
EXCISED]

Article 11.1 describes the [TRADE SECRET DATA HAS BEEN EXCISED] Xcel can draw from the [TRADE
SECRET DATA HAS BEEN EXCISED]

Article 16 and Exhibit E describe [TRADE SECRET DATA HAS BEEN EXCISED]

Article 17 contains the [TRADE SECRET DATA HAS BEEN EXCISED]

Article 19 includes restrictions on [TRADE SECRET DATA HAS BEEN EXCISED]

Article 20 describes, among other issues, the treatment of [TRADE SECRET DATA HAS BEEN EXCISED]

As described in the Petition, there are special relief mechanisms to deal with the substantial
uncertainty at this time. First, if a “change in tax law (for example, a repeal of a clean energy tax credit)
prevents the Seller from realizing investment or production tax credit benefits and the financial impact
exceeds a material threshold relative to the size of each project, then Seller has the opportunity to exit
the contract, forfeiting a portion of the Security Fund.”1%°

Second, regarding tariffs, if a “new or modified import tariff is imposed on the project’s major
components, the Seller may request a rate increase capped at no more than 20 percent to account for
the new tariff impact.”12° The Department notes that there are procedures to deal with the validity of
claims regarding new tariffs.

After reviewing the financial risk allocation features of the Crowned Ridge PPA, the Department
concludes that Xcel’s ratepayers would be reasonably protected from financial risks.

J.6.3. Ratepayer Protections—Operational Risk

The Crowned Ridge PPA includes specific features that protect both Xcel and its ratepayers from the
operational risks discussed above. These features include the [TRADE SECRET DATA HAS BEEN
EXCISED]

Article 3.2 includes terms regarding [TRADE SECRET DATA HAS BEEN EXCISED]

Article 5.5 requires [TRADE SECRET DATA HAS BEEN EXCISED] This ensures that Xcel’s is able to
confirm that the facility meets round-trip requirements.

Article 5.6 and Exhibit M-1 requires [TRADE SECRET DATA HAS BEEN EXCISED] This provision ensures
that Xcel is receiving the capacity it is paying for.

In addition, there are special mechanisms that deal with operational risks due to the uncertainty at this
time. First, if the Seller “is unable to reach COD due to a federal permit being withheld or denied, the

119 petition at 63.
120 1pid.
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Seller is granted a day-for-day extension.”*2! Examples given include a presidential executive order
causing delay or otherwise making construction impossible.

Second, the Crowned Ridge PPA has a CAF, included in Article 8.1.122 This feature establishes that:

If the facility is unavailable due to forced outages or underperformance,
the Seller’'s payment will be reduced accordingly. This mechanism
incentivizes the Seller to maximize system availability and reliability
throughout the contract term.!?3

Third, the Crowned Ridge PPA has a Round-Trip Efficiency Adjustment feature, found in Article 8.3.124
In this case the Seller must comply with the following:

The contract requires the battery storage system to meet its committed
round-trip efficiency (RTE) levels each year. RTE is the ratio of energy
discharged compared to energy charged reflecting the efficiency of the
project’s charging capabilities. If the actual RTE falls below guaranteed
levels, the monthly payment is reduced. This ensures that the Seller is
financially motivated to maintain the battery’s efficiency over time.1?®

Fourth, the Crowned Ridge PPA has penalties for failure to respond to dispatch found in Article 8.3.126
In this case if the Seller:

fails to accurately or timely respond to a dispatch notice, and the market
operator imposes a penalty or charge on the Company as a result, the
Company may pass through those charges to the Seller by reducing the
next monthly payment.*?’

Finally, the Crowned Ridge PPA has an Excess Throughput provision found in Article 8.4.1%8 In this case
if the Seller:

is entitled to an additional payment for each megawatt-hour (MWh) of
excess energy delivered. This structure provides an incentive for the Seller
to make the system available beyond its planned throughput, while also
protecting the facility from overuse that could degrade the asset.?°

121 petition at 63.
122 petition at Attachment K at 27-28.
123 petition at 60.
124 petition at Attachment K at 28-29.
125 petition at 60.
126 petition at Attachment K at 28-29.
127 petition at 61.
128 petition at Attachment K at 28-29.
129 petition at 60.
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Specifically, Article 8.4 [TRADE SECRET DATA HAS BEEN EXCISED] Additionally, Article 8.5 [TRADE
SECRET DATA HAS BEEN EXCISED] These measures allow for flexibility in how the Company uses the
Crowned Ridge system while providing protections for the long-term life of the facility.

After reviewing the operational risk allocation features of the Crowned Ridge PPA, the Department
concludes that Xcel’s ratepayers would be reasonably protected from operational risks.

J.6.4. Curtailment Provisions

Article 7 states that the Seller [TRADE SECRET DATA HAS BEEN EXCISED] This article is the only article
related to the curtailment of the facility. As a battery storage unit, the Crowned Ridge BESS is not
subject to curtailment in the same way other facilities being examined in this docket are, as Crowned
Ridge responds directly to dispatch as a storage peaking resource that does not generate its own
electricity. If there is congestion on the grid preventing the use of the facility at any time, that power
will not be lost and will be usable at some later time. As such the Department concludes that Xcel
ratepayers would be reasonably protected from curtailment risks.

J.6.5. Conclusion Regarding PPA

The Department concludes that the Crowned Ridge PPA has sufficient safeguards for both financial and
operational risks while being obtained for a reasonable price in line with other storage projects.
Therefore, the Department recommends that the Commission approve the Crowned Ridge PPA.

J.7. Crane BESS PPA

J.7.1. Changes from Bid Price

For the Crane BESS project, [TRADE SECRET DATA HAS BEEN EXCISED]

J.7.2. Ratepayer Protections—Financial Risk

Events that could cause the Crane BESS PPA to be terminated before the expiration of the contract
period include:

e aSeller default due to [TRADE SECRET DATA HAS BEEN EXCISED]

e an EFA such as denial of a permit;

e a Specified Change in Tax Law (SCTL) such as loss of investment or production tax credit
benefits;

e [TRADE SECRET DATA HAS BEEN EXCISED]

These events are discussed in more detail below.

First, Article 12.1 describes events that constitute Seller’s default which include Seller’s:
e [TRADE SECRET DATA HAS BEEN EXCISED]
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Article 12.2 details another possible Seller default event arising from failure to achieve critical path
development (CPD) milestones or the COD by their respective target dates. [TRADE SECRET DATA HAS
BEEN EXCISED] If Seller fails to meet COD deadlines altogether, Xcel has the right to terminate the PPA
and collect damages.

Second, Article 14 includes provisions related to [TRADE SECRET DATA HAS BEEN EXCISED]

Third, a similar provision allows either party to terminate the PPA if an EFA preventing the Seller from
achieving a CPD milestone or COD target continues for over 365 days.'3° An EFA can include the denial
or withholding of necessary permits due to a presidential executive order or other federal action.

Fourth, Article 20 includes a provision allowing the Seller to terminate the PPA if an SCTL occurs before
COD. An SCTL is a decrease in ITCs and/or PTCs resulting in the Seller losing at least [TRADE SECRET
DATA HAS BEEN EXCISED] in tax credit benefits. However, an independent auditor must verify that the

SCTL has occurred, and that the [TRADE SECRET DATA HAS BEEN EXCISED] threshold has been
reached.

Fifth, Article 5 includes a provision [TRADE SECRET DATA HAS BEEN EXCISED]

The Crane BESS PPA includes various provisions protecting ratepayers from financial risk, detailed
below.

First, Article 11.1 describes the Security Fund required to be established by the Seller to account for
damages caused by the Seller. [TRADE SECRET DATA HAS BEEN EXCISED] Xcel can draw from the
Security Fund amounts necessary to cover any liquidated delay damages, actual damages, [TRADE
SECRET DATA HAS BEEN EXCISED] and liquidated damages for failure to achieve COD.3!

Second, Article 16 and Exhibit E describe [TRADE SECRET DATA HAS BEEN EXCISED]

Third, Article 17 contains the [TRADE SECRET DATA HAS BEEN EXCISED]

Fourth, Article 19 includes restrictions on [TRADE SECRET DATA HAS BEEN EXCISED]

Finally, Article 20.2 describes the treatment of [TRADE SECRET DATA HAS BEEN EXCISED]

J.7.3.  Ratepayer Protections—Operational Risk

Article 4.5 lists [TRADE SECRET DATA HAS BEEN EXCISED]

130 g., at 56.
131 1bid.
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Article 5.5 requires [TRADE SECRET DATA HAS BEEN EXCISED] This requirement ensures that Xcel’s
payments are for energy actually received. The PPA also requires [TRADE SECRET DATA HAS BEEN
EXCISED]

Article 8 includes provisions that address operational risk related to variation in storage capacity
availability and efficiency by adjusting capacity payments. First, the CAF, found in Article 8.1, adjusts
payments such that Xcel only pays for the storage capacity that is actually available for dispatch in a
given period.'3? This feature establishes that:

If the facility is unavailable due to forced outages or underperformance,
the Seller’'s payment will be reduced accordingly. This mechanism
incentivizes the Seller to maximize system availability and reliability
throughout the contract term.!33

Second, capacity payments are reduced in the event that the storage system’s round-trip efficiency is
lower than the guaranteed level. In this case the Seller must comply with the following:

The contract requires the battery storage system to meet its committed
round-trip efficiency (RTE) levels each year. RTE is the ratio of energy
discharged compared to energy charged reflecting the efficiency of the
project’s charging capabilities. If the actual RTE falls below guaranteed
levels, the monthly payment is reduced. This ensures that the Seller is
financially motivated to maintain the battery’s efficiency over time.3

Details on the calculation of this adjustment [TRADE SECRET DATA HAS BEEN EXCISED]

Article 8.3 ensures that the Seller is responsible for penalties for failure to respond to dispatch.3® In
this case if the Seller:

fails to accurately or timely respond to a dispatch notice, and the market
operator imposes a penalty or charge on the Company as a result, the
Company may pass through those charges to the Seller by reducing the
next monthly payment.13®

The Crane BESS PPA also has an Excess Throughput provision found in Article 8.4.137 In this case if the
Seller:

is entitled to an additional payment for each megawatt-hour (MWh) of
excess energy delivered. This structure provides an incentive for the Seller

132 4., at 28.

133 petition at 60.

134 1pid.

135 1d., at 31.

136 petition at 61.

137 petition at Attachment L at 31-32.
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to make the system available beyond its planned throughput, while also
protecting the facility from overuse that could degrade the asset.38

Specifically, Article 8.4 [TRADE SECRET DATA HAS BEEN EXCISED] Additionally, Article 8.4 [TRADE
SECRET DATA HAS BEEN EXCISED] These measures allow for flexibility in how the Company uses the
Crane BESS system while providing protections for the long-term life of the facility.

Finally, Article 10.3 includes a provision to address the risks of [TRADE SECRET DATA HAS BEEN
EXCISED]

J.7.4. Curtailment Provisions

Article 7 states that the Seller [TRADE SECRET DATA HAS BEEN EXCISED] This article is the only article
related to the curtailment of the facility. As a battery storage unit, the Crane BESS is not subject to
curtailment in the same way other facilities being examined in this docket are, as the Crane BESS
responds directly to dispatch as a storage peaking resource that does not generate its own electricity.
If there is congestion on the grid preventing the use of the facility at any time, that power will not be
lost and will be usable at some later time. As such the Department concludes that Xcel ratepayers
would be reasonably protected from curtailment risks.

J.7.5.  Conclusion Regarding PPA

After reviewing the Crane BESS PPA, the Department concludes that the PPA sufficiently protects
ratepayers from most financial and operational risks. However, the extent of the financial risk posed by
increased capacity payment rates due to [TRADE SECRET DATA HAS BEEN EXCISED] is unclear. The
Department therefore recommends that Xcel provide in reply comments the additional information
detailed in Section J.7.2 above.

J.8. Mayhew Lake BESS PPA

J.8.1. Changes from Bid Price

For the Mayhew Lake BESS project [TRADE SECRET DATA HAS BEEN EXCISED] This price is still
competitive with other comparable projects and the Department concludes the change is reasonable
in these circumstances.

J.8.2. Ratepayer Protections—Financial Risk

Events that could cause the Mayhew Lake BESS PPA to be terminated before the expiration of the
contract period include:

e aSeller default due to [TRADE SECRET DATA HAS BEEN EXCISED]
e an EFA such as denial of a permit; and

138 petition at 60.
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e an SCTL such as loss of investment or production tax credit benefits

These provisions are discussed in more detail below.

First, Article 12.1 of the Mayhew Lake BESS PPA describes events that constitute Seller’s default which
include Seller’s:

e [TRADE SECRET DATA HAS BEEN EXCISED]

Article 12.2 details another possible Seller default event arising from failure to achieve CPD milestones
or the commercial operation date (COD) by their respective target dates.'3° [TRADE SECRET DATA HAS
BEEN EXCISED] If Seller fails to meet COD deadlines altogether, Xcel has the right to terminate the PPA
and collect damages.

Second, Article 14 includes provisions related to [TRADE SECRET DATA HAS BEEN EXCISED] A similar
provision allows either party to terminate the PPA if an EFA preventing the Seller from achieving a CPD
milestone or COD target continues for over 365 days.*° An EFA can include the denial or withholding
of necessary permits due to a presidential executive order or other federal action.

Finally, Article 20 includes a provision allowing the Seller to terminate the PPA if an SCTL occurs before
COD.*! An SCTL is a decrease in ITCs and/or PTCs resulting in the Seller losing at least [TRADE SECRET
DATA HAS BEEN EXCISED] in tax credit benefits. However, an independent auditor must verify that the
SCTL has occurred, and that the [TRADE SECRET DATA HAS BEEN EXCISED] threshold has been
reached.

The Mayhew Lake BESS PPA includes various provisions protecting ratepayers from financial risk,
detailed below.

Article 11.1 describes the Security Fund required to be established by the Seller to account for
damages caused by the Seller. [TRADE SECRET DATA HAS BEEN EXCISED] Xcel can draw from the
Security Fund amounts necessary to cover any liquidated delay damages, actual damages, and
liquidated damages for failure to achieve COD.#?

Article 16 and Exhibit E describe [TRADE SECRET DATA HAS BEEN EXCISED]

Article 17 contains the [TRADE SECRET DATA HAS BEEN EXCISED]

Article 19 includes restrictions on [TRADE SECRET DATA HAS BEEN EXCISED]

139 petition at Attachment M at 44.
140 d., at 53-54.

41 4., at 70.

142 1d., at 36.
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Article 20.2 describes the treatment of [TRADE SECRET DATA HAS BEEN EXCISED]

J.8.3. Ratepayer Protections—Operational Risk
Article 4.5 lists [TRADE SECRET DATA HAS BEEN EXCISED]

Article 5.5 requires[TRADE SECRET DATA HAS BEEN EXCISED] This requirement ensures that Xcel’s
payments are for energy actually received. The PPA also requires [TRADE SECRET DATA HAS BEEN
EXCISED]

Article 8 includes provisions that address operational risk related to variation in storage capacity
availability and efficiency by adjusting capacity payments. First, the CAF, found in Article 8.1, adjusts
payments such that Xcel only pays for the storage capacity that is actually available for dispatch in a
given period.'* This feature establishes that:

If the facility is unavailable due to forced outages or underperformance,
the Seller’'s payment will be reduced accordingly. This mechanism
incentivizes the Seller to maximize system availability and reliability
throughout the contract term.4*

Second, capacity payments are reduced in the event that the storage system’s round-trip efficiency is
lower than the guaranteed level. In this case the Seller must comply with the following:

The contract requires the battery storage system to meet its committed
round-trip efficiency (RTE) levels each year. RTE is the ratio of energy
discharged compared to energy charged reflecting the efficiency of the
project’s charging capabilities. If the actual RTE falls below guaranteed
levels, the monthly payment is reduced. This ensures that the Seller is
financially motivated to maintain the battery’s efficiency over time.%

Details on the calculation of this adjustment [TRADE SECRET DATA HAS BEEN EXCISED]

Article 8.3 ensures that the Seller is responsible for penalties for failure to respond to dispatch.*® In
this case if the Seller:

fails to accurately or timely respond to a dispatch notice, and the market
operator imposes a penalty or charge on the Company as a result, the

143 1d., at 27.

144 petition at 60.
15 1pid.

146 1d., at 29.
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Company may pass through those charges to the Seller by reducing the
next monthly payment.#/

The Mayhew Lake BESS PPA also has an Excess Throughput provision found in Article 8.4.1%8 In this case
if the Seller:

is entitled to an additional payment for each megawatt-hour (MWh) of
excess energy delivered. This structure provides an incentive for the Seller
to make the system available beyond its planned throughput, while also
protecting the facility from overuse that could degrade the asset.*®

Specifically, Article 8.4 [TRADE SECRET DATA HAS BEEN EXCISED] These measures allow for flexibility
in how the Company uses the Mayhew Lake BESS system while providing protections for the long-term
life of the facility.

Finally, Article 10.3 includes a provision to address the risks of [TRADE SECRET DATA HAS BEEN
EXCISED]

J.8.4. Curtailment Provisions

Article 7 states that the Seller [TRADE SECRET DATA HAS BEEN EXCISED] This article is the only article
related to the curtailment of the facility. As a battery storage unit, the Mayhew Lake BESS is not
subject to curtailment in the same way other facilities being examined in this docket are, as the
Mayhew Lake BESS responds directly to dispatch as a storage peaking resource that does not generate
its own electricity. If there is congestion on the grid preventing the use of the facility at any time, that
power will not be lost and will be usable at some later time. As such the Department concludes that
Xcel ratepayers would be reasonably protected from curtailment risks.

J.8.5. Conclusion Regarding PPA

After reviewing the Mayhew Lake BESS PPA, the Department concludes that the PPA sufficiently
protects ratepayers from financial and operational risks. Therefore, the Department recommends that
the Commission approve the Mayhew Lake BESS PPA.

147 petition at 61.
148 petition at Attachment M at 29.
149 petition at 60.
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J.9. Sherco Solar 4 Asset Purchase Agreement

J.9.1. Changes from Bid Price

There are no changes from the bid price for the Sherco Solar 4 Asset Purchase Agreement (APA). For
changes to the pricing of the Sherco Solar 4 project as a whole, see the Department’s review of Xcel’s
bidding process, at Section Ill.E.5.

J.9.2. Ratepayer Protections—Financial Risk

Regarding financial risks, given the early stages of the work being purchased, the relatively small
amounts in question, and the APA reaching its end relatively soon, the Department concludes that
Xcel’s ratepayers are exposed to minimal financial risks via the APA. Note that [TRADE SECRET DATA
HAS BEEN EXCISED] Therefore, this provision does not trigger substantial financial risk.

J.9.3. Ratepayer Protections—Operational Risk

In a transaction where land rights are purchased there are no operational risks inherent in the APA
because the assets are transferred to Xcel prior to construction and operation of the project.

J.9.4. Curtailment Provisions

Since the APA does not involve operation of a generating unit it does not contain any curtailment
related provisions.

J.9.5. Conclusion Regarding APA

The Department concludes that the Sherco Solar 4 APA adequately protects ratepayers from financial
and operational risks. Therefore, the Department recommends that the Commission approve the
Sherco Solar 4 APA.

K. COMMISSION NOTICE

K.1.  Xcel’s Requested Actions

The first issue listed in the Notice is should the Commission take several actions. Each is addressed
separately.

K.1.1. Approve PPAs and Self-build Projects?

The first action is should the Commission approve the proposed PPAs and the acquisition and
construction of the Company’s self-build projects.

The Department recommends the Commission approve the following PPAs:

e Fillmore Solar;
e Gopher State Solar;
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e Lemon Hill Solar;
e Crowned Ridge BESS; and
e Mayhew Lake BESS.

Final recommendations regarding the Crane BESS and Grant Solar projects are pending further
information in reply comments. The Department also recommends the Commission approve the
acquisition and construction of the Company’s Sherco 4 Solar, Blue Lake BESS, and Sherco South BESS
self-build projects.

K.1.2. Approve Acquisition of Land Rights?

The second action is should the Commission approve the Company's acquisition of land rights for the
Sherco Solar 4 project.

Based upon the analysis of the results of the RFP and review of the APA the Department recommends
that the Commission find that the proposed acquisition of the land rights for Sherco Solar 4 is
consistent with the public interest and approve the Company's acquisition of the land rights.

K.1.3. Approve the Variance?

The third action is should the Commission approve the Company's request for a variance of the
requirements of Minn. R. 7825.1800, subp. B.

As discussion above, the Department agrees with Xcel’s analysis and recommends that the Commission
approve the requested variance to the requirements of Minn. R. 7825.1800, subp. B.

K.1.4. Approve RES Rider Recovery?

The fourth action is should the Commission approve the Company’s proposed approach of recovery for
these project costs for the Minnesota jurisdiction through the RES Rider.

The Department recommends that the Commission approve the Company’s proposed approach of
recovery for these project costs for the Minnesota jurisdiction through the RES Rider for the following
projects:

e Sherco South BESS; and
e Sherco Solar 4.

The Department requests that Xcel provide additional discussion about the applicability of recovery
through the RES rider for Blue Lake BESS in reply comments.
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K.1.5. Approve Fuel Clause Rider Recovery?

The fifth action is should the Commission authorize the Company to recover the Minnesota
jurisdictional portion of the costs incurred under the PPAs from Minnesota retail customers through
the Fuel Clause Rider.

The Department recommends the Commission authorize the Company to recover the Minnesota
jurisdictional portion of the costs incurred under the following PPAs from Minnesota retail customers
through the Fuel Clause Rider:

e Fillmore Solar;

e Gopher State Solar;

e Lemon Hill Solar;

e Crowned Ridge BESS; and
e Mayhew Lake BESS.

Final recommendations regarding the Crane BESS and Grant Solar projects are pending further
information in reply comments.

K.1. Other Issues
The second issue in the Notice asks if there other issues or concerns related to this matter.
The Department has no other issues or concerns related to this matter.
V. DEPARTMENT RECOMMENDATIONS

Based on analysis of the information in the record, the Department has prepared recommendations,
which are provided below. The recommendations correspond to the subheadings of Section Il above.

G. TAX MATTERS

e The Department recommends Xcel explain the change in reply comments, including a
calculation of the estimated value of both PTCs and ITCs for the Sherco Solar 4 project.

H. OTHER MATTERS

e H.2. The Department recommends that the Commission find that the proposed acquisition of
the land rights for Sherco Solar 4 is consistent with the public interest.

e H.3.The Department agrees with Xcel’s analysis and recommends that the Commission approve
the requested variance.

l. XCEL’S SELF-BUILD PROJECTS
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[.2.1. The Department recommends that the Commission determine the Sherco Solar 4 qualifies for
recovery via Xcel’s RES Rider.

[.2.1. The Department recommends that the Commission determine the Sherco
Solar 4 qualifies for recovery via Xcel’s RES Rider.

1.2.2. The Department requests that Xcel discuss in reply comments how specific,
locational aspects of Blue Lake BESS apply to statutory criteria for recovery under
the RES rider, or else why these criteria apply to BESS systems broadly, regardless
of location.

[.2.3. The Department recommends that the Commission determine the Sherco South BESS
qualifies for recovery via Xcel’s RES Rider.

[.3.1. the Department recommends the Commission set Xcel’s base cost recovery
at the capital cost bid. The base cost recovery amounts are:
o [TRADE SECRET DATA HAS BEEN EXCISED]

I.4. The Department recommends the Commission take no action regarding the request to
propose changes to the jurisdictional allocation approach in a future RES Rider filing for
resources Xcel is not able to obtain approval of in another jurisdiction. This is because the
Company already has the ability to propose changes to jurisdictional allocations in RES Rider
filings.

J. PPA REVIEW

J.2.5. The Department recommends that the Commission approve the Fillmore PPA.

J.3.7. [TRADE SECRET DATA HAS BEEN EXCISED]

J.4.5. The Department recommends that the Commission approve the Gopher State PPA.

J.5.5. The Department recommends that the Commission approve the Lemon Hill PPA.

J.6.5. The Department recommends that the Commission approve the Crowned Ridge PPA.
J.7.2. [TRADE SECRET DATA HAS BEEN EXCISED]

J.8.5. The Department recommends that the Commission approve the Mayhew Lake BESS PPA.

J.9.5. The Department recommends that the Commission approve the Sherco Solar 4 APA.
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Docket No. E002/M-24-230 Attachment 1 Page 1 of 3

[1 Not-Public Document — Not For Public Disclosure
X Public Document — Not-Public Data Has Been Excised
[1 Public Document

Xcel Energy Information Request No. 8
Docket No.: E002/M-24-230

Response To: Minnesota Department of Commerce

Requestor: Steve Rakow

Date Received:  November 4, 2025

Question:

Please provide any changes in costs between each project as bid and each project’s
power purchase agreement:

a) Fillmore Solar;

b) Grant Solar;

¢) Gopher State Solar;

d) Lemon Hill Solar;

e) Crowned Ridge BESS;

f) Crane BESS; and

@) Mayhew Lake BESS.

Please specity the changes by cost category (such as energy payment, capacity
payment, curtailment payment, etc).

Response:

Please see Attachment A to this response for changes to the energy payment rates and
capacity payment rates for each project as bid compared to the final power purchase
agreement. There are no specific ‘curtailment payment’ rates requested as part of the
bid documentation, nor is there a specific rate stated in the final power purchase
agreement. The amount a seller is paid for curtailed energy agreed to under the final
power purchase agreements would equal the energy payment rates and include an
amount to make seller whole for their lost production tax benefits.

Attachment A is marked “Not-Public” as it contains information the Company
considers to be trade secret data as defined by Minn. Stat. §13.37(1)(b). This data
includes competitive bid and pricing detail for purchased power. This information has
independent economic value from not being generally known to, and not being readily
ascertainable by, other parties who could obtain economic value from its disclosure

or use.
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Attachment A is marked “Not-Public” in its entirety. Pursuant to Minn. R. 7829.0500,
subp. 3, the Company provides the following description of the excised material:

1. Nature of the Material: Microsoft Excel spreadsheet file containing
competitive bid data and pricing for all projects with Power Purchase
Agreements submitted for consideration in this petition.

2. Authors: The Company’s Purchased Power team.

3. Importance: This document includes confidential pricing and other contract
terms and has independent economic value from not being generally known
to or ascertainable by other parties who could obtain economic value from its
disclosure or use.

4. Date the Information was Prepared: November 5, 2025

Preparer: Lex Crane

Title: Purchase Power Consultant
Department: ~ Purchased Power

E-mail: lex.t.crane(@xcelenergy.com

Date: November 13, 2025


mailto:lex.t.crane@xcelenergy.com

Docket No. E002/M-24-230 Attachment 1 Page 3 of 3

Northern States Power Company Docket No. E002/M-24-230
DOC Information Request No. 8
Attachment A

Attachment A provided with the Not-Public version of this response is marked
“Not-Public” as it contains information the Company considers to be trade secret data
as defined by Minn. Stat. §13.37(1)(b). This data includes competitive bid and pricing
detail for purchased power. This information has independent economic value from
not being generally known to, and not being readily ascertainable by, other parties who
could obtain economic value from its disclosure or use.

Attachment A is marked “Not-Public” in its entirety. Pursuant to Minn. R. 7829.0500,
subp. 3, the Company provides the following description of the excised material:

1. Nature of the Material: Microsoft Excel spreadsheet file containing
competitive bid data and pricing for all projects with Power Purchase
Agreements submitted for consideration in this petition.

2. Authors: The Company’s Purchased Power team.

3. Importance: This document includes confidential pricing and other contract
terms and has independent economic value from not being generally known
to or ascertainable by other parties who could obtain economic value from its
disclosure or use.

4. Date the Information was Prepared: November 5, 2025

[PROTECTED DATA BEGINS

PROTECTED DATA ENDS]
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[] Not-Public Document — Not For Public Disclosure
X Public Document — Not-Public Data Has Been Excised
] Public Document

Xcel Energy Information Request No. 9
Docket No.: E002/M-24-230

Response To: Minnesota Department of Commerce

Requestor: Steve Rakow

Date Received:  November 7, 2025

Question:

Please provide

a.

b.

C.

d.

an updated Figure 18 of the Petition or an explanation of how to read the
existing Figure 18;

all data documenting the line (Carbon Free Standard);

all data documenting the bottom column (Total MN Carbon Free Generation);
and

all data documenting the top column (EACs Available for Compliance).

Response:

a.

b.
C.

d.

Please see Attachment A for an updated chart. The updated Figure 18
represents the anticipated forecast of Environmental Attribute Credits (EACs)
through 2040. EACs represent the amount of renewable generation plus
nuclear generation, which is carbon free generation, that the Company plans to
generate. Including the production from the future Sherco Solar 4, the chart
shows the amount of carbon-free generation forecasted to produce each year
(light color bottom bar), along with how many banked, or carried forward,
EACs are available each year (dark color top bar). The Carbon Free Standard
(CES) statue requires the Company’s generation to be 80% carbon free by
2030, 90% by 2035, and 100% by 2040. As shown by the gold-colored line in
Figure 18, we believe we will be able to satisfy CFS compliance requirements
through 2037 with current and planned resources being utilized, assuming a
tour-year shelf life of EACs.

See Attachment A: Line number 11.

See Attachment A: Line number 32.

See Attachment A: Line number 43.
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Attachments A is marked “Not-Public” in its entirety. Pursuant to Minn. R.
7829.0500, subp. 3, the Company provides the following description of the excised

material:

1. Nature of the Material: Microsoft Excel spreadsheet file containing
confidential sales and generation forecasts.

2. Authors: Sarah Frazee

3. Importance: This document includes confidential pricing, and other contract
terms and has independent economic value from not being generally known to
or ascertainable by other parties who could obtain economic value from its
disclosure or use.

4. Date the Information was Prepared: November 11, 2025

Preparer: Sarah Frazee
Title: Renewable Portfolio Consultant
Department: ~ Environmental Services

Date: November 17, 2025
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PUBLIC DOCUMENT
NOT-PUBLIC DATA HAS BEEN EXCISED

Attachments A is marked “Not-Public” in its entirety. Pursuant to Minn. R.

7829.0500, subp. 3, the Company provides the following description of the excised
material:

1. Nature of the Material: Microsoft Excel spreadsheet file containing

confidential sales and generation forecasts.

Authors: Sarah Frazee

3.  Importance: This document includes confidential pricing, and other
contract terms and has independent economic value from not being
generally known to or ascertainable by other parties who could obtain
economic value from its disclosure or use.

4.  Date the Information was Prepared: November 11, 2025
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