
 
 
 
December 23, 2014 
 
 
Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101-2147 
 
RE: Second Reply Comments of the Minnesota Department of Commerce, Division of 

Energy Resources 
Docket No. E002/M-14-162 

 
Dear Dr. Haar: 
 
Attached are the Second Reply Comments of the Minnesota Department of Commerce, 
Division of Energy Resources (Department) in the following matter: 
 

Northern States Power Company d/b/a Xcel Energy’s Request for Approval of Solar 
Portfolio to meet Initial Solar Energy Standard Compliance. 

 
The petition was filed on October 24, 2014 by: 
 

James J. Alders 
Strategy Consultant 
Xcel Energy Services, Inc. 
414 Nicollet Mall, 7th Floor 
Minneapolis, MN  55401 

 
The Department recommends approval of the three RFP Solar projects and is available to 
answer any questions that the Commission may have. 
 
Sincerely, 
 
 
 
/s/ EILON AMIT 
Statistical Analyst 
 
EA/lt 
Attachment



 

 
 

 

BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 
 

SECOND REPLY COMMENTS OF THE 
MINNESOTA DEPARTMENT OF COMMERCE 

DIVISION OF ENERGY RESOURCES 
 

DOCKET NO. E002/M-14-162 
 
 
 
I. BACKGROUND 
 
On December 17, 2014, the Department filed Reply Comments recommending approval 
with certain conditions. 
 
On December 18, 2014, Xcel filed Reply Comments recommending that the Commission 
approve only the PPAs for Marshall Solar and MN Solar I, but not the PPA for North Star 
Solar. 
 
 
II. ANALYSIS 

 
Xcel stated that it requested a Commission approval of 187 MW total of solar projects.  
Therefore, since the Commission has recently required Xcel to sign a PPA with Aurora for 
100 MW of solar power (Docket No. E002/CN-12-1240), Xcel believes that it is prudent, at 
this time, to only move forward with the Marshall Solar, the MN Solar I and the Aurora 
projects.  The Company provides the following arguments to support its position: 
 

1. The three proposed projects and the anticipated Community Solar Garden 
projects would allow Xcel to easily meet the 1.5 percent goal of solar energy by 
2020. 

2. The rapidly improved solar technology over time is expected to lower the capital 
costs enough to compensate for any anticipated reduction in the investment tax 
credit (ITC). 
 

The Department agrees with Xcel that the three proposed projects (Marshall Solar, MN Solar 
I and Aurora), if successfully completed, would allow Xcel to meet its Solar Energy Standard 
of 1.5 percent in 2020.  The Department also agrees with Xcel that there is a reasonable 
likelihood that, over time, the lower capital cost of solar projects due to technological 
improvements may offset any loss of ITC.  However, the Department disagrees with Xcel’s 
recommendation to exclude North Star Solar project for the following reasons:  
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1. The Department compared the impacts of three different solar portfolios on the 
Xcel electric system.  Portfolio I includes Marshall Solar, MN Solar I and Aurora 
(the one supported by Xcel); portfolio 2 is the same as portfolio I with North Star 
Solar substituting for Aurora; and portfolio 3 includes portfolio 2 plus Aurora.  
Table 1 below shows the present value of societal cost (PVSC) under three 
scenarios.  Note that a negative value indicates that costs would be lower than 
the scenario in the first rows of the tables. 

 
Table 1:  PVSC for Portfolios 1, 2 and 3 ($ ,000)1 

 
  PVSC ($ ,000) 

  
All Variables 

at High 
All Variables 

at Mid 
All Variables 

at Low 
No Solar $0  $0  $0  
Portfolio 1 ($59,132) $21,804  $71,208  

Portfolio 2 ($113,688) ($41,796) $8,232  

Portfolio 3 ($118,584) $3,384 $76,652 
 

Table 2:  Comparison of Portfolios 2 and 3 with Portfolio 1 
 

  PVSC ($ ,000) 

  
All Variables 

at High 
All Variables 

at Mid 
All Variables 

at Low 

Portfolio 1 $0 $0  $0 

Portfolio 2 ($54,556) ($63,600) ($62,976)  

Portfolio 3 ($59,452) ($18,420) $5,444 
         Note:  using all variables at Mid, total PVSC is $46.001 billion. 
 

The relevant comparisons are portfolio 1 (Xcel’s proposal) versus no solar and 
portfolio 3 (already-approved Aurora plus three RFP solar projects) versus no solar in 
Table 1 and portfolio 3 versus portfolio 1 in Table 2.  From Table 1, the Department 
concludes that portfolio 3 (all four solar projects) results in significantly lower PVSC 
than portfolio 1, which is the one recommended by Xcel.  The same conclusion is 
supported by Table 2, which shows that except for the scenario “All Variable Low”, 
the PVSC for portfolio 3 is significantly lower than the PVSC for portfolio 1. 

 
2. While the Commission recently approved the PPA between Aurora and Xcel, a 

final execution of the PPA between Aurora and Xcel is pending upon its 
approval by the North Dakota Public Service Commission (NDPSC).  If NDPSC 
fails to do so, Xcel may terminate its PPA with Aurora. 

  

1 The Department used strategist to evaluate the three portfolios. 
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Therefore, if the Commission rejects the North Star Solar PPA in the instant Docket and Xcel 
later decides to terminate its PPA with Aurora because the NDPSC rejected the PPA, the very 
attractive North Star Solar Project may not be viable anymore. 

 
 

III. CONCLUSIONS 
 

Based on its review and analysis of the company’s initial filing and its Reply Comments, the 
Department concludes that: 
 

1. Approving the four solar projects is preferred to approving only the three solar 
projects (Marshall Solar, MN Solar I and Aurora) because it: 
a. Results in lower PVSC for the NSP electric system, 
b. Would allow Xcel to meet the Solar Standard of 1.5 percent for 2020 and 

would contribute to Xcel meeting the 2030 ten percent solar energy goal, 
c. Would allow Xcel to meet its 1.5 percent 2020 solar energy mandate even 

if its PPA with Aurora is terminated, and 
d. Would eliminate to some degree the uncertainty of the future trade-off 

between lower ITC rate and solar technology improvement. 
 
 

VI. RECOMMENDATIONS 
 
Based on its analysis and conclusions, the Department recommends that the Commission: 
 

1. Approve the PPA’s between Xcel and Marshall Solar, Xcel and MN Solar 1 and 
Xcel and North Star Solar with the condition that a transfer of any of the PPAs to a 
third party or purchase of any of the three facilities by Xcel must first be approved 
by the Commission. 

2. Allow the solar energy produced by Solar Portfolio 2 to be counted toward Xcel’s 
Solar Energy Standard requirements. 

3. Allow Xcel to recover from its Minnesota ratepayers only its Minnesota 
jurisdictional costs of each of the PPAs in Solar Portfolio 2 via the FCR. 

4. Upon exercising its ROFO option with any of the three PPAs, Xcel must file with the 
Commission its plan for recovery of the costs of purchasing the facility. 

 
/lt 
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/s/Linda Chavez 
_____________________________ 
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