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ADDITIONAL REQUIREMENTS AND
PRUDENCY REVIEW

PROCEDURAL HISTORY

On November 24, 2020, the Commission issued an order approving a solar power purchase
agreement (PPA) between Northern States Power Company, d/b/a Xcel Energy (Xcel or the
Company) and Elk Creek Solar, LLC for the Elk Creek solar project to supply solar power to
Xcel’s Renewable*Connect Program. Elk Creek Solar, LLC is now owned by National Grid
Renewables Development, LLC (NGR).!

On December 9, 2022, Xcel filed a petition for approval of two solar PPAs between Xcel and
NGR to replace the Elk Creek PPA.

On December 20, 2022, the Commission issued a notice requesting comments on Xcel’s petition.
On January 19, 2023, the Department of Commerce, Division of Energy Resources (the
Department) filed comments recommending approval of the replacement solar PPAs with
additional requirements.

On January 25, 2023, Xcel filed reply comments.

On March 14, 2023, Commission staff filed a letter that had been submitted by NGR in the Elk
Creek permitting dockets.?

1 On May 18, 2021, the Commission issued an order approving an amended and restated PPA between
Xcel and Elk Creek Solar, LLC.

2 |n the Matter of the Application of Elk Creek Solar, LLC for a Certificate of Need for the up to 80-
Megawatt Elk Creek Solar Project in Rock County, Minnesota, Docket No. IP-7009/CN-19-351; In the
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On March 16, 2023, the Commission met to consider Xcel’s petition.

FINDINGS AND CONCLUSIONS
l. Xcel’s Petition
A Elk Creek Project Delays

Xcel initially proposed the Elk Creek project to supply renewable energy to its newly expanded
Renewable*Connect program, which permits subscribers to purchase electricity from wind and
solar generators. Completion of the Elk Creek project has been delayed for various reasons,
particularly due to delays in the Midcontinent Independent System Operator (MISO) generator-
interconnection queue. The Commission approved an amended and restated PPA between Xcel
and NGR to extend the commercial operation date for the ElIk Creek project to

December 31, 2022, and Xcel delayed the launch of the expanded Renewable*Connect program
until NGR could demonstrate with confidence that the extended commercial operation date could
be reached.

Xcel explained that industry disruptions have further impacted the Elk Creek project, including
global supply chain shortages, rising commaodity prices, transmission constraints, interconnection
process delays, the war in Ukraine, an overall inflationary environment, and a major U.S.
Department of Commerce antidumping investigation. Xcel maintained that these conditions are
contributing to rapid and significant project cost increases, delays, and cancellations across the
industry.

B. Proposed Replacement Projects

Xcel negotiated with NGR to replace the Elk Creek PPA with PPAs for two other solar projects:
1) the 50-MW Louise solar project in Mower County, Minnesota; and 2) a two-thirds share of
the 45-MW Fillmore County solar project in Fillmore County, Minnesota, for a combined total
of 80 MW, which is equal to the size of the Elk Creek project. Xcel argued that it cooperated
with NGR to replace the Elk Creek project in order to enable the timely launch of the
Renewable*Connect program. The Company maintained that the current state of the solar
industry could make securing alternative projects difficult, prolonged, and uncertain.

Xcel acknowledged that the Louise and Fillmore PPAs (replacement PPAS) contain a higher
price for energy than the Elk Creek PPA but argued that the new price is comparable to other
similar PPAs currently entering the market and the replacement PPAs are stronger agreements
that contain more favorable provisions than the Elk Creek PPA. Xcel noted that the replacement
PPAs are based on the most current template model PPA, which reduces the development and
performance risks facing the Company and ratepayers when compared to the Elk Creek PPA.

Xcel also touted the higher liquidated delay damages available to Xcel if either project fails to
meet established construction milestones or the target commercial operation date of

Matter of the Application of Elk Creek Solar, LLC for a Site Permit for the up to 80-Megawatt Elk Creek
Solar Project in Rock County, Minnesota, Docket No. IP-7009/GS-19-495.
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December 15, 2024, as well as the increased security fund that the Company can draw from to
collect any liquidated damages.

Unlike the Elk Creek PPA, Xcel would not be required to reimburse the Louise or Fillmore
projects for curtailed energy, which Xcel argued would shift the uncapped financial risk of
curtailment from ratepayers to the project companies and help ensure that customers get the full
benefit of the negotiated rate. Xcel confirmed that both the Louise and Fillmore projects must
also procure and provide the Company with the same replacement energy, replacement capacity,
and replacement renewable energy credits (RECs) monthly until the projects meet their
commercial operation date, which will allow the Company to start delivering the
Renewable*Connect program to customers as soon as practical after Commission approval.

1. The Department’s Comments

The Department explained that it reviews a PPA to determine if it is in the public interest based
on the reasonableness of the energy price, the ratepayer protections from financial and
operational risks, and the curtailment payment provisions. The Department noted that although
the replacement PPAs have a higher price than the Elk Creek PPA, the price is lower than other
previously approved solar PPAs and will likely be similar cost to those in Xcel’s RFP filing.®
The Department stated that the price for the replacement PPAs is reasonable.

The Department also stated that ratepayers would be reasonably protected from financial and
operational risks under the replacement PPAs based on several provisions. The Department
noted that Xcel will be able to withdraw from the security fund to cover liquidated damages
arising from any default by NGR, and the PPAs restrict the sale or transfer of the solar facilities.
Lastly, the Department determined that NRG’s acceptance of curtailment risk is appropriate and
represents a possible cost savings compared with the EIk Creek PPA.

Based on the above analysis, the Department asserted that the Louise and Fillmore PPAs are
reasonable and recommended that the Commission approve the replacement PPAs subject to the
additional requirements listed below:

«  Xcel cannot recover the costs of unsubscribed portions of the Renewable*Connect
resources through the fuel clause adjustment (FCA) without Commission approval in the
FCA proceeding.

« No party may transfer the proposed replacement PPAs without the consent of the
Commission if that transfer would cause any material change to the terms and conditions
of the existing agreement.

« Xcel may not purchase the replacement PPA facilities or equity ownership interest in
Seller* without the consent of the Commission.

% In the Matter of Xcel Energy’s 2022 Solar and Solar-Plus-Storage Request for Proposals (RFP),
Docket No. E002/M-22-403.

# In the replacement PPAs, the term “Seller” refers to Louise Solar Project, LLC and Fillmore County
Solar Project, LLC. These are the project companies that own the respective solar projects and are each
owned by NGR.



» Upon exercising its option to purchase the facility or all equity ownership interest in
Seller, Xcel shall file with the Commission its plan to recover the costs of purchasing the
facility or equity ownership interest in Seller.

In reply comments, Xcel stated that it generally agreed with the Department’s recommended
requirements.

1. Commission Action

The Commission agrees with the Department that the replacement PPAs are priced comparably
to other pending solar projects and contain certain more favorable provisions than the Elk Creek
PPA, such as the curtailment provisions and security fund. The Department’s recommended
additional requirements will further protect ratepayers from financial and operational risk under
the replacement PPAs. The Commission also acknowledges the importance of supplying the
Renewable*Connect program in a timely fashion. The Commission concludes that the Louise
and Fillmore PPAs are reasonable and will therefore approve them subject to the additional
requirements recommended by the Department.

However, the Commission notes that on February 15, 2023, NGR filed a letter in the Elk Creek
permitting dockets stating that it learned in December 2022 that it does in fact have power
injection rights into the MISO system. Xcel did not discuss this information in any of its filings
in this docket.

Given the lower price of the Elk Creek PPA compared to the replacement PPAs, this information
regarding the Elk Creek injection rights calls into question the prudency of Xcel’s decision to
substitute the Louise and Fillmore PPAs for the ElIk Creek PPA. Xcel has agreed to submit a
filing detailing its prudency analysis justifying its decision to replace the Elk Creek PPA with the
Louise and Fillmore PPAs, and the Department has agreed to review and comment on this
analysis. The Commission will therefore allow Xcel to recover the costs for the replacement
projects and interim replacement energy, RECs, and capacity from Renewable*Connect
customers, subject to review of the prudency of the cancellation of the Elk Creek PPA and any
appropriate adjustment of recovery.

ORDER

1. The Commission approves the proposed replacement PPAs with the following
requirements:

a. Xcel cannot recover the costs of unsubscribed portions of the
Renewable*Connect resources through the fuel clause adjustment
without Commission approval in the fuel clause adjustment proceeding.

b. No party may transfer the proposed replacement PPAs without the
consent of the Commission if that transfer would cause any material
change to the terms and conditions of the existing agreement.



c. Xcel may not purchase the replacement PPA facilities or equity
ownership interest in Seller without the consent of the Commission.

d. Upon exercising its option to purchase the facility or all equity ownership
interest in Seller, Xcel shall file with the Commission its plan to recover
the costs of purchasing the facility or equity ownership interest in Seller.

2. Xcel Energy may recover the costs for the replacement projects and interim replacement
energy, renewable energy credits, and capacity from Renewable*Connect customers,
subject to review of the prudency of cancellation of the Elk Creek PPA and any
appropriate adjustment of recovery.

3. This order shall become effective immediately.

BY ORDER OF THE COMMISSION

Al SAJ

Will Seuffert
Executive Secretary

This document can be made available in alternative formats (e.g., large print or audio) by calling
651.296.0406 (voice). Persons with hearing or speech impairment may call using their preferred
Telecommunications Relay Service or email consumer.puc@state.mn.us for assistance.
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CERTIFICATE OF SERVICE

I, Robin Benson, hereby certify that | have this day, served a true and correct copy of the
following document to all persons at the addresses indicated below or on the attached list
by electronic filing, electronic mail, courier, interoffice mail or by depositing the same
enveloped with postage paid in the United States mail at St. Paul, Minnesota.

Minnesota Public Utilities Commission

ORDER APPROVING REPLACEMENT SOLAR POWER PURCHASE
AGREEMENTS SUBJECT TO ADDITIONAL REQUIREMENTS AND
PRUDENCY REVIEW

Docket Numbers: E-002/M-19-568

Dated this 14th day of April, 2023

/s/ Robin Benson
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