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January 27, 2026 
 
 
Sasha Bergman 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota  55101-2147 
 
 
RE: Letter from the Minnesota Department of Commerce, Division of Energy Resources 
 Docket No. E002/M-25-378 
 
 
Dear Ms. Bergman: 
 
The Minnesota Department of Commerce (Department) respectfully submits this letter to the 
Minnesota Public Utilities Commission (Commission) in response to the January 9, 2026 Reply 
Comments of Xcel Energy.1 
 
The Department has engaged in extensive collaboration with a diverse group of stakeholders, including 
the Joint Solar Parties (Coalition for Community Solar Access, Minnesota Solar Energy Industries 
Association, and Solar Energy Industries Association), Fresh Energy, US Solar, and the Distributed Solar 
Parties (Cooperative Energy Futures, Environmental Law and Policy Center, Institute for Local Self-
Reliance, Solar United Neighbors, and Vote Solar). Through this process, the parties have developed 
the attached set of recommendations to assist the Commission in its evaluation of the technical and 
regulatory frameworks proposed in this docket. 
 
The proposed recommendations establish a comprehensive framework designed to ensure that the 
deployment of distributed energy resources translates into measurable economic benefits for all 
Minnesota ratepayers. Rather than the pursuit of a singular deployment model, the Department 
recommends a diversified siting and operational strategy that tests (as fits the pilot-like nature of Xcel’s 
proposal) three distinct value archetypes: economic arbitrage, reliability through non-wires 
alternatives, and the mitigation of DER-driven congestion. This approach is fundamentally rooted in the 
principle of cost-avoidance, seeking to utilize grid-connected assets to defer or eliminate the need for 
traditional, high-cost utility infrastructure investments. 
 
The Department notes that while these recommendations represent a broad consensus on the 
fundamental need to prioritize ratepayer value and modernize the grid, they do not reflect a 
unanimous agreement among all participating parties. Stakeholders may maintain differing positions 

 

1 In the Matter of Northern States Power Company, dba Xcel Energy, Petition for Approval of Capacity*Connect, a 
Distributed Capacity Procurement (DCP) program, Xcel Energy, Reply Comments, January 9, 2026, Docket No. E002/M-25-
378, (eDockets) 20261-226715-01. 

https://efiling.web.commerce.state.mn.us/documents/%7BB086A49B-0000-C01A-B6D6-721AE30690DB%7D/download?contentSequence=0&rowIndex=18
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on specific technical or implementation details. Consequently, parties will provide their individual 
recommendations and further evidentiary support within their respective Supplemental Comments. 
The Department believes these options offer a structured and reasonable approach to the issues 
before the Commission. 
 
Sincerely, 
 
 
/s/ Sydnie Lieb, Ph.D. 
Assistant Commissioner, Office of Regulatory Analysis  
 
BP/PT/ar 
Attachment 
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Attachment 

Recommendations 

Recommendation 1. Direct Xcel to implement a diversified siting and operational strategy by testing the 
following three distinct archetypes to validate the full range of potential system benefits:  

Recommendation 1.1 Economic Arbitrage: Xcel shall site a portion of C*C assets in locations selected to 
maximize energy market arbitrage value based on nodal Locational Marginal Pricing (LMP). This 
archetype must prioritize locations with the greatest spread between off-peak charging and on-peak 
discharging prices. 

Recommendation 1.2 Reliability and T&D Deferral: Xcel shall site a portion of C*C assets to function as 
Non-Wires Alternatives (NWAs) to address documented distribution reliability issues or to defer specific, 
budgeted infrastructure investments. Siting in this archetype should prioritize historically under-
invested areas to align with equity goals, improving service quality and ensuring grid modernization 
benefits reach vulnerable ratepayers. 

Recommendation 1.3 DER Congestion, Hosting Capacity, and the DSRUP Pathway: Xcel shall site a 
portion of C*C assets on feeders with high penetration of DERs experiencing grid congestion issues, 
specifically those characterized by low Day-time Minimum Load (DML). To ensure these assets directly 
support the expansion of hosting capacity and the fulfillment of the Company’s Distributed Solar Energy 
Standard (DSES) obligations, they shall be implemented according to the following framework: 

• C*C assets focused on hosting capacity and DML shall be classified both as Flexible
Interconnection assets and integrated into the Distribution System Reactive Upgrade Process
(DSRUP). As such, these assets will be paid for by developers as a DSRUP asset.

• Assets must utilize the Grid DERMS platform to actively manage and absorb excess solar
generation during peak hours. This approach is designed to increase hosting capacity and defer
costly traditional infrastructure upgrades.

• The Commission shall evaluate the implementation of this archetype within Docket No.
E002,015,017/CI-24-288, which shall request comments on:

o The technical feasibility of integrating C*C assets as Reactive Cost Share Distribution
Upgrades within DSRUP.

o The willingness to accept curtailment if the MISO capacity need does not fully align with
the DSRUP capacity need.

o The implementation of Xcel’s adjusted revenue requirement (ARR) split between C*C
and DSRUP capacity needs.

Recommendation 2: Require a Phase 2 “Distribution Value Identification & Avoided Distribution Cost Workplan” 
(with deliverables, deadlines, and reporting). The Commission should require Xcel to develop, file, and execute a 
Distribution Value Identification & Avoided Distribution Cost Workplan as a core component of Phase 2 
implementation. The Workplan should be 180 days after Commission Order. It must establish a Minnesota-
specific, transparent method to quantify both systemwide and locational avoided distribution system costs for 
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distribution-connected storage and aggregated DER, and apply that method to Phase 2 siting, operations, and 
benefit-cost evaluation. At a minimum, the Workplan must include: 

A. Project-level distribution need statement and study scope for each Phase 2 asset (feeder/substation
context; constraints addressed; operational objective(s); relevant planning horizon).

B. Feeder- and substation-level power-flow modeling across the system, including—for feeders with
identified grid needs—at least a “wires-only” case and a “DER-inclusive” case, to identify constraints,
quantify impacts, and test dispatch requirements and operating envelopes.

C. Minnesota-specific marginal distribution cost methodology that translates distribution planning drivers
(capacity, reliability, voltage, losses, hosting capacity, etc.) into avoided-cost metrics suitable for benefit-
cost analysis (e.g., $/kW-year and other appropriate units), with clear assumptions, data sources, and
ranges/uncertainty bounds.

D. Ex-ante distribution value forecasts identifying candidate deferrals/avoidances and expected
distribution benefits, plus a corresponding ex post measurement and verification plan to evaluate
realized distribution outcomes and explain variance.

E. Discussion of how Xcel plans to integrate Recommendation 2 A through D into the complementary
behind-the-meter Virtual Power Plant program developed under Recommendation 7.

Recommendation 3. Require Xcel to provide information on mechanisms to ensure transparency and 
accountability in the sole-source selection of Sparkfund, including market-rate justification for costs. 

Recommendation 4. For C*C assets that increase generation-hosting capacity, authorize an expedited 
interconnection process for C*C assets that maintains functional compliance with MN DIP technical safety and 
grid protection standards.      

Recommendation 4.1.  For C*C assets that maximize energy market arbitrage value, or function as 
NWAs, authorize C*C projects to be exempt from the MN DIP if the C*C interconnection utilizes 
generation-hosting capacity reserved by Xcel’s Technical Planning Standard (TPS). Direct Xcel to 
prioritize the siting of assets at distribution nodes with high generation-hosting capacity to minimize 
deployment delays and avoid triggering significant system upgrades.  

Recommendation 4.2. Direct Xcel to ensure that all utility assets that use the TPS reserved capacity or 
bypass MN DIP for expedited interconnection do not displace or negatively impact DER applicants 
already in the existing queue. If Xcel chooses not to use the TPS-reserved capacity for C*C assets that 
decrease generation-hosting capacity, those C*C assets must proceed through the MN DIP.      

Recommendation 4.3. Require Xcel to document interconnection studies and distribution upgrades for 
each site in quarterly reports to ensure safety and reliability, even if bypassing the full MN DIP 
administrative process or utilizing the TPS reserved capacity. 

Recommendation 5. Require Xcel to develop DERMS with an open architecture capable of integrating with 
third-party aggregators.  

Recommendation 6. Authorize future cost recovery of Phase 2 through the RES Rider, subject to Commission 
review and approval of specific costs. 
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Recommendation 7. Direct Xcel to collaborate with stakeholders to develop and file a proposal for a 
complementary market-driven behind-the-meter Virtual Power Plant (VPP) program by July 1, 2027.  

Recommendation 7.1. The filing must include target residential class customers across the utility 
territory, enable participation by customer owners, third-party operators and aggregators, and include a 
community-owned model targeting low-income households. 

Recommendation 7.2. The community-owned model should evaluate the aggregation of multiple DERs, 
and supported by a financially-feasible tariff designed to deliver reliable financial benefits to low-income 
participants. 

Recommendation 7.3. The proposal should include a tariff designed to provide fair compensation for 
the services provided by behind-the-meter assets. 

Recommendation 8. Refine equity approach to track specific, quantifiable metrics such as the percentage of 
subcontracting dollars awarded to MWBE and evidence of active consultation with host communities—to 
include residents not receiving host payments—in EJ areas regarding site aesthetics and safety.  

Recommendation 8.1 Mandate proactive, targeted outreach to local, diverse firms and provide 
resources or mechanisms to support their participation in the bidding process, which can often be 
challenging for smaller entities. 

Recommendation 9. Require Xcel to file a DCP Phase 2 Evaluation Plan within 180 days of Commission Order, 
including a methodology for quantifying avoided T&D costs and asset accreditation with MISO. The evaluation 
plan should also include a framework for data collection and developing tests cases to measure potential 
distribution value for archetypes in Recommendation 1. 

Recommendation 10. Require quarterly program status reports covering deployment status, budget 
expenditures, archetype performance (with M&V data), Grid DERMS efficacy, interconnection studies, labor 
standards compliance, and equity progress.  

Recommendation 11. Direct Xcel to conduct a Comprehensive Third-Party Evaluation after 20 MW of capacity is 
operational or after 2 years, whichever occurs first, and include the following:  

A. A detailed discussion of how Grid DERMS dispatch decisions reflect tradeoffs between bulk system and
distribution system benefits.

B. A detailed discussion of how Xcel’s DERMS investments to date are capable of integrating with third-
party aggregators (Recommendation 5), and any associated challenges and next steps.

C. An analysis documenting which concurrent benefit streams were realized and the alignment between
MISO dispatch requirements and distribution system value.

D. A detailed discussion of the challenges and barriers faced when siting DCP assets in Phase II.



 
CERTIFICATE OF SERVICE 

 
I, Sharon Ferguson, hereby certify that I have this day, served copies of the 
following document on the attached list of persons by electronic filing, certified 
mail, e-mail, or by depositing a true and correct copy thereof properly enveloped 
with postage paid in the United States Mail at St. Paul, Minnesota. 
 
Minnesota Department of Commerce 
Supplemental Comments 
 
Docket No. E002/M-25-378 
 
Dated this 27th day of January 2026 
  
/s/Sharon Ferguson 
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� !"�##$%&'()*+,�-*.*+/012-.34+5 -*67(8 /.39/*67(8:6+,5.;+(.*)7(9768 <+,�=.;+!.*)7( >#?@?� )8)A)B6)C+<+,�=.;+� !"#%%D>'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@01IJ)37*KL -455)C.( */455)C.(:MK+9768 N6)8K*O+((+P)(Q77P9�E5+F*6)FR//(9 %@SS�E5+F*6)FB6)C+TU�V7W�$$S<7F;X76,� !"##$D$'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@00YB.C), -4(,+63.( ,.C+/:Z+(F79768 VE!QU[B'T=\QRJE] TU�V7W�@ .(;.*7� !"#%SSHGSSS@'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@001Q.3)55+ J.(K7XX ;.3)P:4PP+6/)74WF7334()*LG(/(987C 'PP+6�-)74WQ7334()*L #DHH�J6.C+6/=.(+TU�VÛ �>?D_6.()*+�̀.55/ !"�#%H?>'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@000J)3 JK73P/7( **K73P/7(:56+F9F77P =.;+�<+8)7(E5+F*6)FQ77P+6.*)C+ TU�V7W�%?$>?S>�-74*KV67.,M.LT+5)F.(<.P),/� !"#%#DH'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@00a_+7XX6+L J755+L 8+7XX9*755+L:83.)59F73 @##�-*.(5+L<7.,JM7�O.6Z76/ !"�##%>%G>>D%'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@00bc.L3+ J64/*L +W+F,)6:/M6,F9768 -N<BQ H?S>V67.,M.L�RC+d>-5.L*7(� !"#%>DH'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@00eQ.6.5L( J64*(. F.66)+:4PP+6/)74WF7334()*LG(/(987C 'PP+6�-)74WQ7334()*L 'PP+6�-)74WQ7334()*LT9U9�V7W�>?D_6.()*+�̀.55/ !"�##$DH'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@00fc+( JL5+6 *L5+69g+(()X+6:+P.987C '-E(C)67(3+(*.5T67*+F*)7(R8+(FL E(C)67(3+(*.5T5.(()(8�hEC.54.*)7('()*DD�N�c.F;/7(V5C,9� .)5/*7PVG>&cQK)F.87�\="%S%S?G$#&S'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@
00ic.F;)+ j.(�!763.( gC.((763.(:86+(+68L9F73 _6+.*�<)C+6E(+68L >H$SS�E53Q6++;�V5C, .P5+�_67C+ !"�##$%&'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@002QK6)/*7PK+6j)55.66+.5 FC)55.66+.5:6/*6++*9768 <�-*6++*\(/*)*4*+ >H>H�!+Mk76;�RC+�!N-*+�&SSN./K)(8*7(BQ"�HSSS#'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@00I-.3 j)55+55. /,C)55+55.:83.)59F73 >S#$?�R5.37-*6++*�!EV5.)(+� !"##??&'()*+,�-*.*+/ E5+F*67()F-+6C)F+ !7  GH#G$D@0aYQ.65. j)*. F.65.9C)*.:/*.*+93(94/  !�BEEB _6+.*!76*K+6(V4)5,)(8>H*K�̀5776>@S�E./*�̀)X*K E5+F*67()F-+6C)F+ !7  GH#G$D@



� �������	
��	����	
� 

	�� ���	���	���� ������ ������� �������������� ������	���������������� ������	��������������������	
� !"##! !$�%&'(�)*+,,-.-/01!#2� !&!#34567'(1# 89#:; <'(1#$=9#:;>0##$:9? *#@!A"&A0#"BCD#39'":#3+EEF G..�/01=#"3#H(=27'09�H#&:IJE+�KKL.M/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM454P?#(1& 89I3 &=9I3>?0:#0!#"$9"B )100#39!&F#0!#"�Q9"A0=1"90?#0!&(P2=9:&:C -R-R/01=#"31!CP=#0'#�S#3! '1!#�,-, !$�%&'(�)*+,,-.L/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM455T"#0! S&1!# !U&1!#>B"#0#"BC$:9? 0'((�0'((+�0'((/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM45VFC0!I1& S&"W#:I& :C0!I1&$U&"W#:I&>3!&!#$?0$'3 )100#39!&X#Y&"!?#0!�9Q*&!'"&(D#39'":#3 ,..�E&Q&C#!!#D9&2H9@�O, !$�%&'(�)*+,,-,,NL.L./01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM45Z7'(1&00& S#1 <'(1&00&$U#1>"9029$:9? D9029A0#"BC+�[0:$ -R\.�*9"!IE99YP(&?#2&�FP+RL,.O/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM45] #̂&!I#" S#3!"& I#&!I#"$U#3!"&>Y11:$9"B %"&1"1#�[3(&02[021&0F9??'01!C ,\K\ !'"B#90E&;#�D2S#(:I�)*+,,.MR/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM45_P(&0 SI1YY(# 3&$Y"9Y#"!C>3!&!#$?0$'3 )100#39!&X#Y&"!?#0!�̀QD#=#0'# %"9Y#"!C�T&@X1=13190\..�*$�D9a#"! !"##! !$�%&'(�)*+,,-L\NKKL./01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM45b !#=# SI1!# 3!#=#$UI1!#>((9<1aU#$0#! E##:I�E&;#H&02�9Q<̀1aU# -R.� &1(3!&"X"1=#�*SF&33�E&;#)*+�,\\KK/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM45cF92C SI1!#a#&" :92C$UI1!#a#&">Y11:$9"B %"&1"1#�[3(&02[021&0F9??'01!C ,\K\ !'"B#90E&;#�D9&2S#(:I�)*+,,.MR/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM4Vd79I0 S1((1&?3 <U1((1&?3>B"#0#"BC$:9? e"#&!�D1=#"A0#"BC -OK..�A(?F"##;�H(=2)&Y(#�e"9=#)*+�,,K\R/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM4V6E&'"1# S1((1&?3 (&'"1#$U1((1&?3>31#""&:('a$9"B  1#""&�F('a A0=1"90?#0!&(E&U�%"9B"&?-,K\SC0;99Y� ! !#�O..X#0=#"�F̀ +M.O.O/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM4V481"B1( S102 =1"B1($U102>?1((#(&:3a&02$:9? )1((#�E&:3H&02�9Q<̀1aU# LKL.M9̀2#0&�X"1=#0̀&?1&�)*+,\K,R/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM4V5793#YI S102(#" <U102(#">U10!I"9Y$:9? S10!I"9Y�fS#103!10# OO,� 9'!I 1@!I� !"##!+ '1!#�K,..)100#&Y9(13)*+�,,L.O/01!#2� !&!#3 A(#:!"901: #"=1:# *9 )NO,NKGM



� �������	
��	����	
� 

	�� ���	���	���� ������ ������� �������������� ������	���������������� ������	��������������������	
� !!"#$ %&'()* *#$+(&'()*,#-(.*/)-)*01+2#3 4-(.*/5-)*016#7/&-089�::; <=<�>?&*/�@A)B<'?�C7##*D)(�E#*F�DE9BGGB<H-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O !PQ#-.'?.- %#7R0*.3 S#-.'?.-+(#7R0*.3,8'.')+3-+T8 4RR&2)�#R�U&V)7&-)I.R)'1 WWMJ&--)8#'.�I'I')�BW<%##/$T*1JD9�MMBLMH-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O !X>&3 %T77&-0 '+(T77&-0,).*'?7&-F+-)' BWYM".13#-/@A)+I.&-'�U.T7JD9�MMBGOH-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O !Z:.T*&) E#*F 7.T*&)+1#*F,(?&')).*'?K-8-+0#A %?&')�5.*'?")8)*A.'&#-[T8&-)88;#33&'')) U4�[#\�WBO%?&')�5.*'?JD9�M=MYBH-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O !];T*'&8 .̂T- 2_.T-,3-8)&.+#*0 J-I5̀@ U4�[#\�OBWBI.&-'�U.T7JD9�MMBGOH-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O !abT*' &̂33)*3.- F(_,&$)(B=G+#*0 :#2.7�H-&#-cB=G9�̀[5% LYGY�@-'?#-1:-I'�@-'?#-1d&77.0)�JD9MMWBOKNLNOH-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O Pe53&71 &̂*&-0 )_&*&-0,8'7#T&8V.*F+#*0 ;&'1�#R�I'+:#T&8�U.*F MGGMJ&--)'#-F.[7A/I'+�:#T&8�U.*FJD9�MMWB=H-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O PfU.'*&2F #̂3)* V_#3)*,2#_)-+2#3 ;#_)-4g;#--#* BMG�I+�M'?I'*))'9�cBLGGJ&--).V#7&8JD9�MMWGLH-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O P h.A&/ #̂VV# /.A&/+_#VV#,?T82?$7.2F()77+2#3 @3)*&2.->*.-83&88&#-;#3V.-1�::; NN�5.8'�J.&-I'*))'IT&')�NGGJ./&8#-�%9̀MN<GNH-&')/�I'.')8 57)2'*#-&2I)*A&2) D# JKLMKN<O


	M-25-378-ltr-Pradhan
	25-378 affi
	CERTIFICATE OF SERVICE
	I, Sharon Ferguson, hereby certify that I have this day, served copies of the following document on the attached list of persons by electronic filing, certified
	mail, e-mail, or by depositing a true and correct copy thereof properly enveloped with postage paid in the United States Mail at St. Paul, Minnesota.
	Minnesota Department of Commerce
	Supplemental Comments
	/s/Sharon Ferguson

	25-378 sl


[image: ]

Date: January 27, 2026

Docket No: E002/M-25-378











January 27, 2026





Sasha Bergman

Minnesota Public Utilities Commission

121 7th Place East, Suite 350

St. Paul, Minnesota  55101-2147





RE:	Letter from the Minnesota Department of Commerce, Division of Energy Resources

	Docket No. E002/M-25-378





Dear Ms. Bergman:



The Minnesota Department of Commerce (Department) respectfully submits this letter to the Minnesota Public Utilities Commission (Commission) in response to the January 9, 2026 Reply Comments of Xcel Energy.[footnoteRef:2] [2:  In the Matter of Northern States Power Company, dba Xcel Energy, Petition for Approval of Capacity*Connect, a Distributed Capacity Procurement (DCP) program, Xcel Energy, Reply Comments, January 9, 2026, Docket No. E002/M-25-378, (eDockets) 20261-226715-01.] 




The Department has engaged in extensive collaboration with a diverse group of stakeholders, including the Joint Solar Parties (Coalition for Community Solar Access, Minnesota Solar Energy Industries Association, and Solar Energy Industries Association), Fresh Energy, US Solar, and the Distributed Solar Parties (Cooperative Energy Futures, Environmental Law and Policy Center, Institute for Local Self-Reliance, Solar United Neighbors, and Vote Solar). Through this process, the parties have developed the attached set of recommendations to assist the Commission in its evaluation of the technical and regulatory frameworks proposed in this docket.



The proposed recommendations establish a comprehensive framework designed to ensure that the deployment of distributed energy resources translates into measurable economic benefits for all Minnesota ratepayers. Rather than the pursuit of a singular deployment model, the Department recommends a diversified siting and operational strategy that tests (as fits the pilot-like nature of Xcel’s proposal) three distinct value archetypes: economic arbitrage, reliability through non-wires alternatives, and the mitigation of DER-driven congestion. This approach is fundamentally rooted in the principle of cost-avoidance, seeking to utilize grid-connected assets to defer or eliminate the need for traditional, high-cost utility infrastructure investments.



The Department notes that while these recommendations represent a broad consensus on the fundamental need to prioritize ratepayer value and modernize the grid, they do not reflect a unanimous agreement among all participating parties. Stakeholders may maintain differing positions on specific technical or implementation details. Consequently, parties will provide their individual recommendations and further evidentiary support within their respective Supplemental Comments. The Department believes these options offer a structured and reasonable approach to the issues before the Commission.



Sincerely,





/s/ Sydnie Lieb, Ph.D.

Assistant Commissioner, Office of Regulatory Analysis 



BP/PT/ar

Attachment




Attachment

Recommendations

Recommendation 1. Direct Xcel to implement a diversified siting and operational strategy by testing the following three distinct archetypes to validate the full range of potential system benefits: 

Recommendation 1.1 Economic Arbitrage: Xcel shall site a portion of C*C assets in locations selected to maximize energy market arbitrage value based on nodal Locational Marginal Pricing (LMP). This archetype must prioritize locations with the greatest spread between off-peak charging and on-peak discharging prices.

Recommendation 1.2 Reliability and T&D Deferral: Xcel shall site a portion of C*C assets to function as Non-Wires Alternatives (NWAs) to address documented distribution reliability issues or to defer specific, budgeted infrastructure investments. Siting in this archetype should prioritize historically under-invested areas to align with equity goals, improving service quality and ensuring grid modernization benefits reach vulnerable ratepayers.

Recommendation 1.3 DER Congestion, Hosting Capacity, and the DSRUP Pathway: Xcel shall site a portion of C*C assets on feeders with high penetration of DERs experiencing grid congestion issues, specifically those characterized by low Day-time Minimum Load (DML). To ensure these assets directly support the expansion of hosting capacity and the fulfillment of the Company’s Distributed Solar Energy Standard (DSES) obligations, they shall be implemented according to the following framework:

· C*C assets focused on hosting capacity and DML shall be classified both as Flexible Interconnection assets and integrated into the Distribution System Reactive Upgrade Process (DSRUP). As such, these assets will be paid for by developers as a DSRUP asset.

· Assets must utilize the Grid DERMS platform to actively manage and absorb excess solar generation during peak hours. This approach is designed to increase hosting capacity and defer costly traditional infrastructure upgrades.

· The Commission shall evaluate the implementation of this archetype within Docket No. E002,015,017/CI-24-288, which shall request comments on:

· The technical feasibility of integrating C*C assets as Reactive Cost Share Distribution Upgrades within DSRUP.

· The willingness to accept curtailment if the MISO capacity need does not fully align with the DSRUP capacity need.

· The implementation of Xcel’s adjusted revenue requirement (ARR) split between C*C and DSRUP capacity needs.

Recommendation 2: Require a Phase 2 “Distribution Value Identification & Avoided Distribution Cost Workplan” (with deliverables, deadlines, and reporting). The Commission should require Xcel to develop, file, and execute a Distribution Value Identification & Avoided Distribution Cost Workplan as a core component of Phase 2 implementation. The Workplan should be 180 days after Commission Order. It must establish a Minnesota-specific, transparent method to quantify both systemwide and locational avoided distribution system costs for distribution-connected storage and aggregated DER, and apply that method to Phase 2 siting, operations, and benefit-cost evaluation. At a minimum, the Workplan must include:

A. Project-level distribution need statement and study scope for each Phase 2 asset (feeder/substation context; constraints addressed; operational objective(s); relevant planning horizon).

B. Feeder- and substation-level power-flow modeling across the system, including—for feeders with identified grid needs—at least a “wires-only” case and a “DER-inclusive” case, to identify constraints, quantify impacts, and test dispatch requirements and operating envelopes.

C. Minnesota-specific marginal distribution cost methodology that translates distribution planning drivers (capacity, reliability, voltage, losses, hosting capacity, etc.) into avoided-cost metrics suitable for benefit-cost analysis (e.g., $/kW-year and other appropriate units), with clear assumptions, data sources, and ranges/uncertainty bounds.

D. Ex-ante distribution value forecasts identifying candidate deferrals/avoidances and expected distribution benefits, plus a corresponding ex post measurement and verification plan to evaluate realized distribution outcomes and explain variance.

E. Discussion of how Xcel plans to integrate Recommendation 2 A through D into the complementary behind-the-meter Virtual Power Plant program developed under Recommendation 7.

Recommendation 3. Require Xcel to provide information on mechanisms to ensure transparency and accountability in the sole-source selection of Sparkfund, including market-rate justification for costs.

Recommendation 4. For C*C assets that increase generation-hosting capacity, authorize an expedited interconnection process for C*C assets that maintains functional compliance with MN DIP technical safety and grid protection standards.     

Recommendation 4.1.  For C*C assets that maximize energy market arbitrage value, or function as NWAs, authorize C*C projects to be exempt from the MN DIP if the C*C interconnection utilizes generation-hosting capacity reserved by Xcel’s Technical Planning Standard (TPS). Direct Xcel to prioritize the siting of assets at distribution nodes with high generation-hosting capacity to minimize deployment delays and avoid triggering significant system upgrades. 

Recommendation 4.2. If Xcel chooses not to use the TPS-reserved capacity for C*C assets that decrease generation-hosting capacity, those C*C assets must proceed through the MN DIP.

Recommendation 4.3
. Require Xcel to document interconnection studies and distribution upgrades for each site in quarterly reports to ensure safety and reliability, even if bypassing the full MN DIP administrative process or utilizing the TPS reserved capacity.

Recommendation 5. Require Xcel to develop DERMS with an open architecture capable of integrating with third-party aggregators. 

Recommendation 6. Authorize future cost recovery of Phase 2 through the RES Rider, subject to Commission review and approval of specific costs.

Recommendation 7. Direct Xcel to collaborate with stakeholders to develop and file a proposal for a complementary market-driven behind-the-meter Virtual Power Plant (VPP) program by July 1, 2027. 

Recommendation 7.1. The filing must include target residential class customers across the utility territory, enable participation by customer owners, third-party operators and aggregators, and include a community-owned model targeting low-income households.

Recommendation 7.2. The community-owned model should evaluate the aggregation of multiple DERs, and supported by a financially-feasible tariff designed to deliver reliable financial benefits to low-income participants.

Recommendation 7.3. The proposal should include a tariff designed to provide fair compensation for the services provided by behind-the-meter assets.

Recommendation 8. Refine equity approach to track specific, quantifiable metrics such as the percentage of subcontracting dollars awarded to MWBE and evidence of active consultation with host communities—to include residents not receiving host payments—in EJ areas regarding site aesthetics and safety. 

Recommendation 8.1 Mandate proactive, targeted outreach to local, diverse firms and provide resources or mechanisms to support their participation in the bidding process, which can often be challenging for smaller entities.

Recommendation 9. Require Xcel to file a DCP Phase 2 Evaluation Plan within 180 days of Commission Order, including a methodology for quantifying avoided T&D costs and asset accreditation with MISO. The evaluation plan should also include a framework for data collection and developing tests cases to measure potential distribution value for archetypes in Recommendation 1.

Recommendation 10. Require quarterly program status reports covering deployment status, budget expenditures, archetype performance (with M&V data), Grid DERMS efficacy, interconnection studies, labor standards compliance, and equity progress. 

Recommendation 11. Direct Xcel to conduct a Comprehensive Third-Party Evaluation after 20 MW of capacity is operational or after 2 years, whichever occurs first, and include the following: 

A. A detailed discussion of how Grid DERMS dispatch decisions reflect tradeoffs between bulk system and distribution system benefits.

B. A detailed discussion of how Xcel’s DERMS investments to date are capable of integrating with third-party aggregators (Recommendation 5), and any associated challenges and next steps.

C. An analysis documenting which concurrent benefit streams were realized and the alignment between MISO dispatch requirements and distribution system value.

D. A detailed discussion of the challenges and barriers faced when siting DCP assets in Phase II.
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