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PROCEDURAL HISTORY 

On September 1, 2020, Northern States Power Company d/b/a Xcel Energy (Xcel) filed its 
annual value-of-solar filing proposing a community-solar-garden bill-credit rate for 2021. 

On September 30, 2020, the Minnesota Department of Commerce, Division of Energy Resources 
(the Department) filed comments recommending approval of Xcel’s proposed rate. 

On November 18, 2020, the Minnesota Solar Energy Industries Association (MnSEIA) and 
Cooperative Energy Futures filed comments recommending that the Commission require Xcel to 
recalculate several components of its calculation using different inputs, modify the Department’s 
value-of-solar methodology, and extend the residential adder set to expire on March 26, 2021. 

On November 24, 2020, Dr. Gabriel Chan, an assistant professor at the Center for Science, 
Technology, and Environmental Policy at the University of Minnesota’s Humphrey School of 
Public Affairs, filed comments recommending that the Commission consider modifying certain 
aspects of the Department’s value-of-solar methodology and Xcel’s calculations. 

On December 8, 2020, the Institute for Local Self-Reliance (Local Self-Reliance) filed 
comments recommending changes to Xcel’s value-of-solar calculation and the methodology. 

On December 9, 2020, United States Solar Corporation (US Solar) filed comments 
recommending that the Commission extend the residential adder, modify the methodology, and 
require Xcel to recalculate its value-of-solar rate using modified inputs. 

On December 9, 2020, MnSEIA and Cooperative Energy Futures filed reply comments in further 
support of their recommendations to modify Xcel’s proposed rate and the methodology. 

On December 9, 2020, Xcel filed reply comments arguing that it complied with the methodology 
and prior orders in calculating its proposed 2021 value-of-solar rate and that the Commission 
should not consider proposed changes to the methodology or the residential adder at this time. 



2 

On January 28, 2021, the Commission met to consider the matter. 

FINDINGS AND CONCLUSIONS 

I. Introduction and Background 

Under Minn. Stat. § 216B.164, subd. 10, a public utility may apply for Commission approval of 
a bill-credit tariff to compensate customers operating distributed1 solar photovoltaic resources, 
as an alternative to compensation through net metering. The legislature directed the Department 
of Commerce to establish a methodology for calculating distributed-solar bill credits to account 
“for the value to the utility, its customers, and society,” and submit the methodology to the 
Commission for approval.2 

In 2014, the Commission approved the Department’s methodology for calculating the value of 
distributed solar generation.3 Utilities offering a distributed-solar bill credit must file a new 
value-of-solar tariff each year, applying the approved methodology to updated input data.4 

Since 2017, Xcel has used a value-of-solar rate calculated under Minn. Stat. § 216B.164, subd. 10, 
as the basis for a bill credit to compensate customers for energy generated through their 
subscriptions to community solar gardens, pursuant to Minn. Stat. § 216B.1641(d).  

II. Summary of Commission Actions 

In this order, the Commission will find that Xcel appropriately applied the methodology and 
complied with applicable orders in calculating its 2021 value-of-solar bill-credit rate. 
Accordingly, the Commission will approve Xcel’s proposed rate.  

The Commission will not adopt any modifications to the value-of-solar methodology at this time.  

However, for purposes of future value-of-solar calculations, the Commission will direct Xcel to 
discuss with the Department and stakeholders the application of the metered-data fleet shape to 
effective load carrying capability, peak load reduction, loss savings, and solar-weighted heat rate. 
This discussion shall also include Xcel’s alternative proposal to develop a new profile-based 
approach to fleet shape. Based on this discussion, the Commission will require Xcel to submit a 
proposal for potential changes to its approach for its 2022 value-of-solar filing. 

The Commission will direct Xcel to work with stakeholders and file a report addressing the 
performance of the residential adder, proposals for increasing residential participation in 

 
1 A solar generation facility is “distributed generation” if it has a capacity of 10 megawatts (MW) or less 
and is interconnected with the utility’s distribution system. Minn. Stat. § 216B.164, subd. 2a(h). 
2 Minn. Stat. § 216B.164, subd. 10(a), (e). 
3 In the Matter of Establishing a Distributed Solar Value Methodology under Minn. Stat. § 216B.164, 
subd. 10(e) and (f), Docket No. E-999/M-14-65 (methodology docket), Order Approving Distributed 
Solar Value Methodology (April 1, 2014); see methodology docket, Minnesota Value of Solar: 
Methodology (April 10, 2014). 
4 Minn. Stat. § 216B.164, subd. 10(h). 
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community solar gardens, and recommendations regarding the residential adder. Additionally, 
the Commission will ask the Department to provide a three-month status report regarding the 
stakeholder engagement and proposal-development process pertaining to the residential adder. 

III. Xcel’s 2021 Value-of-Solar Filing 

Xcel proposed a levelized rate of 11.04 cents per kilowatt-hour (kWh), which is 0.48 cents lower 
than the 2020 levelized rate of 11.52 cents per kWh. Xcel stated that the reduction is primarily 
driven by a decrease in the avoided-fuel-cost component of the calculation due to a projected 
drop in natural gas prices. The updated rate also reflects small reductions in solar-weighted heat 
rate, fuel overhead, open-access transmission tariff rates, and generation heat rates. Xcel noted 
that the reduction is partially offset by increases in avoided operations and maintenance costs, 
avoided generation capacity costs, and avoided distribution capacity costs. 

The Department concluded that Xcel applied the methodology appropriately and recommended 
that the Commission approve Xcel’s proposed value-of-solar bill-credit rate for 2021 without 
modification. The Department asserted that, although certain aspects of the methodology leave 
some room for discretion, Xcel’s calculation is consistent with the approved methodology. 

The Commission received comments recommending changes to Xcel’s calculation relating to the 
photovoltaic fleet production data and fleet shape, solar-weighted heat rate, natural gas cost 
assumptions, and marginal-fuel assumption. Several commenters also proposed modifications to 
the approved methodology and recommended extending the bill credit’s residential adder beyond 
its March 26, 2021 expiration date. Each of these issues is addressed below. 

IV. Hourly Photovoltaic Fleet Production 

One input value that affects several components of the value-of-solar calculation is the hourly 
energy output of all of the photovoltaic solar generators serving a utility’s system, referred to as 
the hourly photovoltaic fleet production. The methodology allows three alternative methods to 
establish these figures: 

• Utility fleet, metered production: Measure output for every photovoltaic system in the 
utility territory, if a sufficient number of systems are installed; 

• Utility fleet, simulated production: If sufficient metered data is not available, then 
simulate the output of the fleet of photovoltaic generators; 

• Expected fleet, simulated production: If neither of the above methods is possible, then 
simulate a set of photovoltaic generators based on some assumed configuration of major 
load centers in the utility’s service territory.5 

Once established through one of these three methods, each hour’s photovoltaic fleet production 
value is then divided by the fleet’s aggregate alternating-current rating to obtain the fleet shape 
used in calculating various components of the value of solar. 

 
5 Methodology docket, Minnesota Value of Solar: Methodology, at 14–15 (April 10, 2014). 
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In its first few value-of-solar calculations, Xcel used the second method—utility fleet, simulated 
production—to establish its fleet shape. Xcel introduced some metered production data into its 
2020 calculation, but some participants questioned whether the data available at that time was 
sufficient to satisfy the metered-data option of the methodology.  

To address concerns about the hourly production data in Xcel’s 2020 filing, the Commission 
directed Xcel in future filings to include hourly metered production data for all photovoltaic 
systems in its fleet with 1-MW capacity or less, including synchronized, time-stamped hourly 
values of average power.6 The Commission required that all such data must cover the same load-
analysis period and correspond to the same hourly intervals, that data for every hour of the load-
analysis period must be included, and that Xcel must base future calculations on all available and 
correct data meeting the criteria.7 If Xcel opted to use metered (rather than simulated) 
production data in future calculations, the data must cover multiple years, and Xcel must 
demonstrate that the data is sufficient to derive a correct representation of aggregate photovoltaic 
production and reasonably account for year-to-year weather variations.8 

In the 2021 filing currently before the Commission, Xcel stated that it complied with the above 
directives by using metered production data from 2017, 2018, and 2019, incorporating hourly 
metered data from all photovoltaic systems of 1-MW capacity or less where available. Resources 
for which no hourly data was available were not included. Xcel derived a fleet shape from this 
metered data and used it to calculate the annual-avoided-energy component of the methodology. 
For other components, Xcel used fleet shapes derived from simulated data. 

A. Comments 

Comments relating to Xcel’s hourly photovoltaic fleet production focused on whether data from 
different years should be weighted differently in the fleet shape, whether multipliers should be 
used to fill in data for resource types lacking much hourly metered data, and whether Xcel 
should apply the same metered-data fleet shape to other components of the methodology, rather 
than using simulated-data fleet shapes for some components. 

1. Establishing the Photovoltaic Fleet Shape 

a. Comments Opposing Xcel’s Filing 

MnSEIA and Cooperative Energy Futures objected to Xcel’s choice to give equal weight to the 
average annual fleet production amounts for 2017, 2018, and 2019 in establishing the fleet shape. 
Because Xcel’s photovoltaic fleet was smaller in 2017 than in subsequent years, Cooperative 
Energy Futures and MnSEIA argued that the 2017 data was unrepresentative and that Xcel’s 
unweighted approach effectively overrepresented each MW produced in 2017. They argued that 
Xcel should weight the data by MW to account for differences in sample size from year to year. 
Alternatively, MnSEIA suggested that Xcel omit the 2017 data and use a fleet shape based on 
data from 2018 and 2019, or from 2019 alone. 

 
6 Order Approving Xcel’s Update to the 2020 Value-of-Solar Rate, at 7–8 (March 4, 2020). 
7 Id. at 8. 
8 Id. at 7–8. 
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Local Self-Reliance and US Solar agreed that Xcel should apply the weighted-average approach 
recommended by MnSEIA and Cooperative Energy Futures to establish the fleet shape. 

Cooperative Energy Futures also noted that only a small subset of the photovoltaic systems in 
Xcel’s Solar Rewards program have meters capable of producing hourly data, so many systems 
of that type are not represented in the fleet shape. Cooperative Energy Futures acknowledged 
that the approved methodology prescribes omitting systems for which hourly data is unavailable, 
but it argued that this omission systematically undercounts Solar Rewards systems. For future 
calculations, Cooperative Energy Futures recommended that the Commission adopt a formula to 
fill in estimated data where a large number of systems of a certain type lack hourly metered data.  

b. The Department 

The Department asserted that, although the approved methodology leaves some room for 
discretion with respect to certain aspects of the fleet production data requirements, Xcel’s data 
and calculation methods were consistent with the approved methodology. 

c. Xcel’s Reply 

Xcel contended that reducing the weight of 2017 data as MnSEIA and Cooperative Energy 
Futures suggested would magnify the impact of weather in certain years and result in an 
artificially lower production assumption. Xcel argued that its use of unweighted data over a 
multi-year period smoothed out the impact of weather, yielding a more reliable predictor of solar 
production for 2021. Further, Xcel argued that the methodology does not allow the proposed 
weighting, and that changes to the methodology are beyond the scope of this proceeding.  

Regarding Cooperative Energy Futures’ suggestion to use multipliers to fill in data where hourly 
metered data is largely unavailable for systems of a certain type, Xcel argued that such an 
approach would be inconsistent with the methodology and past Commission orders.  

2. Application of Metered Fleet Shape to Other Components 

Xcel used its metered fleet shape only to calculate annual avoided energy. It used fleet shapes 
based on simulated data to calculate effective load carrying capability, peak load reduction, loss 
savings, and solar-weighted heat rate. Several commenters opposed using multiple fleet shapes. 

a. Comments Opposing Xcel’s Filing 
 

Cooperative Energy Futures argued that references to “the PV Fleet Shape” and “the Load 
Analysis Period” in the approved methodology indicate that a single fleet shape, based on a 
single load-analysis period, should be used consistently throughout the calculation.  

MnSEIA agreed that Xcel should apply the metered-data fleet shape to all components and 
contended that applying it to effective load carrying capability, peak load reduction, and loss 
savings would increase the levelized bill-credit rate by 1.65 cents per kWh over Xcel’s proposed 
rate for 2021. MnSEIA expressed a concern that, by selecting from different fleet shapes, 
different load-analysis periods, and different data to calculate different components, Xcel may be 
artificially generating a lower bill-credit rate than a more consistent approach should generate. 
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US Solar and Local Self-Reliance also supported requiring Xcel to apply the fleet shape derived 
from metered data to all components of the value-of-solar calculation. 

b. The Department 
 

The Department stated that Xcel’s approach was appropriate under the approved methodology. 

c. Xcel’s Reply 
 

Xcel disagreed with arguments that it should apply the metered-data fleet shape to additional 
components. Xcel stated that it followed the second option permitted in the methodology—utility 
fleet, simulated production—to calculate effective load carrying capability, peak load reduction, 
and loss savings. Xcel stated that it developed a proxy production profile using data from its 
Solar Rewards program from 1991 to 2010, resulting in a stable fleet shape that minimizes the 
impact of weather variability and includes a sufficiently large and representative sample to 
reliably estimate 25 years into the future. Xcel argued that the metered data available from 2017 
to 2019, while sufficient for calculating annual avoided energy, may not calculate other 
components as reliably as the larger sample size used in the simulated fleet shape. 

As an alternative solution to concerns that its fleet shapes use data from different analysis 
periods and installation types, Xcel suggested that it could develop new production profiles 
based on as-built data from solar installations of all types and sizes, and use these new profiles to 
insert more current weather data into the same model it had used for these components. 

B. Commission Action 

The Commission concludes that Xcel appropriately applied the approved methodology and 
complied with applicable Commission orders in calculating the value-of-solar components 
involving hourly photovoltaic fleet production data and fleet shape. Accordingly, the 
Commission will not require any changes to these components of Xcel’s calculation. 

Several participants asked the Commission to refine or modify production-data requirements 
where the methodology’s language allows some room for discretion. The proposed refinements 
and modifications are not necessary. The utility seeking approval bears the burden to 
demonstrate that it used sufficient data to comply with the approved methodology.9 

In this case, Xcel met its burden. To establish the metered-data fleet shape used to calculate 
annual avoided energy, Xcel used complete data sets spanning multiple complete, contiguous 
years, with a sufficient number of systems to derive a correct representation of aggregate 
production and account for year-to-year weather variations. In doing so, Xcel appropriately 
applied the approved methodology’s metered production option and complied with the data 
requirements articulated in the Commission’s March 4, 2020 order.10  

 
9 Minn. Stat. § 216B.164, subd. 10(c); Order Approving Xcel’s Update to the 2020 Value-of-Solar Rate, 
at 7 (March 4, 2020). 
10 Order Approving Xcel’s Update to the 2020 Value-of-Solar Rate, at 7 (March 4, 2020). 
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Additionally, Xcel appropriately applied the methodology’s utility fleet, simulated production 
option in calculating the load carrying capacity, peak load reduction, loss savings, and solar-
weighted heat rate. The Department stated that its methodology does not preclude Xcel’s use of 
different fleet shapes to analyze different components, and that Xcel’s calculation complied with 
the approved methodology in this case. Having reviewed the language of the methodology and 
the explanation for Xcel’s approach, the Commission agrees with the Department’s analysis. 
Therefore, the Commission will not require Xcel to recalculate these components for 2021.  

The Commission appreciates participants’ efforts to explore possible opportunities to improve 
solar valuation. To ensure that Xcel’s future bill credits continue to meet the objective of 
compensating customers for the value of solar to the utility, its customers, and society, it is 
reasonable to consider whether different approaches permitted under the methodology may be 
more appropriate in the future. Therefore, the Commission will direct Xcel, the Department, and 
stakeholders to discuss the application of the metered fleet shape to effective load carrying 
capability, peak load reduction, loss savings, and solar-weighted heat rate, as well as Xcel’s 
suggestion to develop a new profile-based approach for future filings. Based on this discussion, 
Xcel shall file a report addressing proposed changes for its 2022 value of solar by July 1, 2021. 

V. Solar-Weighted Heat Rate, Avoided Fuel Cost, and Marginal Fuel Assumption 

A. Comments Opposing Xcel’s Filing 

1. Solar-Weighted Heat Rate 

The solar-weighted heat rate measures the efficiency of natural gas plants when their output is 
partially offset by electricity from additional solar-powered generators. A lower heat rate 
indicates greater efficiency of the plant to be offset, which would have the effect of reducing the 
value of solar under the methodology. 

Xcel stated that it calculated the solar-weighted heat rate using software that runs a “base model” 
simulation representing Xcel’s system as currently modeled for the coming year, and a “free-
solar model” simulation analyzing the base model plus 100 MW of additional solar available at 
no cost to the system. The free-solar model analyzes the change in efficiency from reducing 
utilization of existing natural gas generation in favor of solar. 

Several participants challenged Xcel’s approach and recommended modifying the approved 
methodology as it pertains to the solar-weighted heat rate. 

Dr. Chan noted that the methodology states that the solar-weighted heat rate should be based on 
the actual heat rate of the plant on the margin,11 averaged over solar-production hours. Dr. Chan 
objected that Xcel’s method of identifying which resource is on the margin at a given time is 
unclear and has varied across annual value-of-solar filings. Accordingly, Dr. Chan requested 
more transparency from Xcel regarding marginal-fuel identification.  

Additionally, Dr. Chan contended that Xcel’s modeling method does not account for the fact that 
solar generation provides two distinct types of avoided-marginal-generation benefits: 

 
11 In this context, the resource on the margin, or marginal fuel, is the resource that will not be used at a 
given time because solar generation will be used instead. 
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(1) reducing the operation of existing resources, and (2) avoiding the building of new generation 
facilities. The two types of avoided marginal generation tend to affect different resources, so they 
impact the value of solar differently and should not be conflated in the methodology. Dr. Chan 
recommended that the Commission open a proceeding to consider modifying the methodology to 
call for separate solar-weighted heat rates for each type of avoided marginal generation.  

Cooperative Energy Futures, Local Self-Reliance, and MnSEIA agreed with Dr. Chan’s 
comments and recommendations regarding the solar-weighted heat rate. 

2. Avoided Natural Gas Fuel Cost 

Xcel calculated the avoided-fuel-cost component based on the price of contracts for natural gas 
over the next 12 years, as set on the New York Mercantile Exchange (NYMEX), with a fixed 
escalation beyond the 12-year trading period. Although the stakeholders agreed that the approved 
methodology allows this approach, several recommended commencing a proceeding to remove it 
from the methodology. 

Dr. Chan argued that NYMEX futures cannot reliably predict natural gas prices 25 years into the 
future because little or no trading data exists more than a few years out. Further, due to the 
distorting effect of buying and storing gas, spot market prices do not reflect the overall market’s 
future supply and demand for gas. Additionally, Dr. Chan raised concerns about the volatility of 
natural gas prices, citing the COVID-19 pandemic as an example of an atypical event that has 
affected gas prices.  

Instead of futures prices, Dr. Chan recommended modifying the methodology to use forecasting 
models to estimate longer-term prices. Dr. Chan suggested that the Commission adopt the 
benefit/cost analysis model the Department developed for the conservation improvement 
program (BENCOST), which uses data from the Energy Information Administration’s Annual 
Energy Outlook.12 Dr. Chan stated that this approach would increase the 2021 value-of-solar rate 
by 35% over Xcel’s proposed rate. 

MnSEIA also disfavored the use of NYMEX futures prices and noted a disparity between Xcel’s 
natural gas price estimates in this docket and in Xcel’s conservation-improvement-program 
filings. MnSEIA proposed several alternatives for estimating future natural gas prices: (1) apply 
the BENCOST model; (2) use one of the two other options listed in the value-of-solar 
methodology; (3) use NYMEX futures prices averaged over the previous two years; or 
(4) recalculate using NYMEX data from fall 2020, rather than March through June 2020, to 
reduce the impact of unusual pandemic-related market conditions on the value-of-solar rate. 

Cooperative Energy Futures argued that NYMEX natural gas futures are poor predictors of 
prices more than a few years into the future and recommended that the Commission require Xcel 
to recalculate avoided fuel cost consistent with the BENCOST model using Annual Energy 
Outlook data. Alternatively, Cooperative Energy Futures suggested that Xcel recalculate the 
avoided-fuel-cost component using NYMEX values from August through November 2020.  

 
12 See In the Matter of Xcel Energy’s 2021–2023 Electric and Natural Gas Conservation Improvement 
Program Triennial Plan, Docket No. E, G-002/CIP-20-473. 
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US Solar and Local Self-Reliance agreed with the criticisms of Xcel’s reliance on NYMEX 
futures and supported the use of the BENCOST model. Alternatively, US Solar suggested using 
a 12-month average of NYMEX futures prices to reduce the impact of pandemic-related market 
volatility on the value-of-solar rate. 

3. Marginal-Fuel Assumption 

Energy from distributed solar generation enables a utility to avoid generating electricity by some 
other method, thereby yielding savings including fuel costs and environmental costs. The value-
of-solar methodology directs a utility to account for these avoided costs in its value-of-solar rate. 
In calculating these avoided costs, the methodology directs the utility to assume that all of the 
avoided energy would have been fueled by natural gas.13 

Several commenters challenged the validity of the methodology’s assumption that natural gas is 
the marginal fuel displaced by solar.  

Dr. Chan cited data suggesting that coal may more often be the marginal fuel displaced by solar 
in the relevant region. Dr. Chan contended that coal likely will persist or increase as a marginal 
fuel displaced by solar as coal becomes less economical and more utilities start using coal to 
respond to real-time and seasonal market conditions. If solar displaces coal rather than natural 
gas, that should affect the calculation of avoided fuel costs, avoided environmental costs, and the 
resultant value-of-solar rate. Dr. Chan recommended that the Commission study the validity of 
the methodology’s approach to marginal fuels and revise the methodology if appropriate.  

Cooperative Energy Futures similarly argued that coal may increasingly be the marginal fuel 
displaced by solar and that the methodology’s marginal-fuel assumption may undervalue solar. 
Cooperative Energy Futures supported Dr. Chan’s recommendation that the Commission 
investigate and consider revising the methodology’s marginal-fuel assumption.  

B. Xcel’s Position 

In response to the recommendations that Xcel recalculate the avoided fuel cost using NYMEX 
data from a different time period, when the impact of the COVID-19 pandemic on natural gas 
prices was less pronounced, Xcel asserted that it has consistently used several months of spring 
and summer data for all of its annual value-of-solar calculations. Xcel also argued that the 
NYMEX data was not as volatile as some commenters contended. 

Xcel argued that its approaches to the solar-weighted heat rate, avoided fuel cost, and marginal-
fuel assumption are consistent with the approved methodology, and that commenters’ proposals 
to modify the methodology are beyond the scope of this proceeding.  

C. The Department’s Position 

The Department concluded that Xcel appropriately applied the approved methodology and 
recommended that the Commission approve Xcel’s proposed 2021 value-of-solar rate as filed. 
The Department did not support any proposed modifications of the methodology. 

 
13 Methodology docket, Minnesota Value of Solar: Methodology, at 14–15 (April 10, 2014). 
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D. Commission Action 

The Commission will approve a proposed value-of-solar rate if it “appropriately applies the 
methodology established by the department and approved by the commission.”14 The comments 
challenging Xcel’s solar-weighted heat rate, avoided fuel cost, and marginal-fuel assumption do 
not demonstrate that Xcel failed to apply the approved methodology; rather, they ask the 
Commission to modify these components of the methodology, or to endorse one permissible 
option over another, equally permissible option chosen by Xcel. Because Xcel appropriately 
applied these components of the methodology, the Commission will not reject Xcel’s proposed 
2021 value-of-solar rate on these grounds. 

The Commission appreciates the extensive comments and arguments presented, both in this 
proceeding and in past proceedings, regarding possible opportunities to ensure that the value-of-
solar methodology continues to meet its statutory objectives.  

As an initial consideration, the Commission notes that the statute commits the task of 
establishing the methodology to the Department,15 and the Department did not support any of 
the methodology modifications proposed in this proceeding. 

Several participants asked the Commission to remove NYMEX natural gas futures from the 
methodology’s avoided-fuel-cost component. Substantially similar arguments were discussed at 
length during the initial establishment of the methodology and in subsequent annual filings. The 
Commission approved the Department’s inclusion of NYMEX natural gas futures, reasoning that 
the alternative utility-specific or more complex projections proposed would reduce the 
transparency and accessibility of distributed-solar tariffs.16 The Commission concluded that any 
increase in precision that may result from the proposed alternatives would not justify the likely 
reduction in transparency and accessibility. Similar considerations guided the Commission’s 
decision to approve Xcel’s 2019 filing with a NYMEX-based avoided-fuel-cost calculation.17 
Having considered the record and arguments presented in the current proceeding, the 
Commission is not persuaded that the balance between precision, transparency, and accessibility 
has shifted enough to compel a different approach to calculating avoided fuel cost at this time. 

Several participants also recommended modifying the methodology’s assumption that natural gas 
is the marginal fuel displaced by solar. When approving the methodology in 2014, the 
Commission concluded that the Department’s marginal-fuel assumption represented a reasonable 
estimate of likely future generation resources suitable for all utilities over the relevant period, 
recognizing the unavoidable uncertainty involved in forecasting generation.18 In approving 
Xcel’s 2019 value-of-solar rate, the Commission was not persuaded that the evidence warranted 
changing this assumption, or that the effect of pursuing a more rigorous calculation would justify 

 
14 Minn. Stat. § 216B.164, subd. 10(c)(1). 
15 Id., subd. 10(e).  
16 Methodology docket, Order Approving Distributed Solar Value Methodology, at 13 (April 1, 2014). 
17 Order Approving Xcel’s Update to the 2019 System-Wide Value-of-Solar Tariff Rate with 
Modifications, at 9 (March 22, 2019). 
18 Methodology docket, Order Approving Distributed Solar Value Methodology, at 13–14 (April 1, 
2014). 
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the added administrative burden.19 At this time, the Commission does not believe the calculus 
has shifted in favor of requiring modification of the approved methodology. 

VI. Location-Specific Avoided Distribution Costs 

In its order approving Xcel’s 2016 value-of-solar rate, the Commission directed Xcel to use the 
methodology’s location-specific avoided distribution cost option in future value-of-solar filings 
beginning in 2018.20 These location-specific rates would reflect the idea that, because solar 
generators are located throughout Xcel’s service area, they may avoid some of the cost of 
distributing electricity in amounts that vary by location. 

In 2018, the Commission suspended the requirement that Xcel use location-specific avoided 
distribution costs and accepted the Department’s offer to convene a stakeholder process to explore 
the issue and propose any recommended methodology changes.21 In 2019, the Commission 
directed the Department to continue its stakeholder process developing a method for calculating 
location-specific avoided distribution costs and to file a proposal or progress report.22 

At the January 28, 2021 Commission meeting, the Department stated that the COVID-19 
pandemic has delayed this process. However, the Department reaffirmed its commitment to 
continue its stakeholder process exploring the calculation of location-specific avoided 
distribution costs. 

VII. Residential Adder 

In 2018, the Commission agreed to increase Xcel’s value-of-solar bill credit by 1.5 cents per 
kWh for all residential subscriptions to any community solar garden for which the garden project 
application was deemed complete in 2019 or 2020.23 The Commission adopted this residential 
adder for a two-year pilot period ending on March 26, 2021, and directed Xcel to file a report at 
the end of that period discussing the performance of the adder and options for increasing 
residential participation.24 

A. Comments 

MnSEIA recommended that the Commission extend the residential adder through 2022, arguing 
that the adder is needed to broaden access to and increase residential participation in community 
solar gardens. Cooperative Energy Futures, Local Self-Reliance, and US Solar also supported 

 
19 Order Approving Xcel’s Update to the 2019 System-Wide Value-of-Solar Tariff Rate with 
Modifications, at 7 (March 3, 2019).  
20 Order Approving Value-of-Solar Rate for Xcel’s Solar-Garden Program, Clarifying Program 
Parameters, and Requiring Further Filings, at 24, Ordering Para. 4 (September 6, 2016). 
21 Order Approving Xcel’s Update to the 2018 System-Wide Value-of-Solar Tariff Rate with 
Modifications, at 12, Ordering Para. 3 (March 26, 2018). 
22 Order Approving Xcel’s Update to the 2019 System-Wide Value-of-Solar Tariff Rate with 
Modifications, at 14, Ordering Para. 3 (March 22, 2019). 
23 Order Adopting Adder and Setting Reporting Requirements (November 16, 2018). 
24 Id.  
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extending the residential adder. In addition, Cooperative Energy Futures recommended a broader 
evaluation of the residential adder and of other potential methods to support low-income 
participation, residential access, and the development of community solar gardens in beneficial 
locations such as urban rooftops and brownfields. 

Xcel argued that the Commission should not make decisions affecting the residential adder until 
after Xcel files its report when the trial period ends on March 26, 2021. 

B. Commission Action  

The Commission reaffirms that Xcel must file the residential-adder report by March 26, 2021, as 
described in the Commission’s November 16, 2018 order.25 In addition to the requirements set 
forth in 2018 order, the report shall include Xcel’s recommendation for terminating, extending, 
or modifying the residential adder in the future. The Commission will issue a notice for comment 
and will consider the future of the residential adder following Xcel’s filing. 

VIII. Compliance Filing 

Within five business days, Xcel is directed to make a compliance filing in the form of an updated 
tariff sheet reflecting the 2021 value-of-solar bill-credit rate approved in this order. The rate shall 
become effective as of the date of Xcel’s compliance filing. 

ORDER 

1. The Commission approves the 2021 value-of-solar calculation as filed by Northern States 
Power Company d/b/a Xcel Energy (Xcel), including the correction to Attachment O 
filed on October 28, 2020. 

2. Within five business days, Xcel shall submit a compliance filing reflecting the decisions 
made herein by the Commission. The 2021 value-of-solar bill-credit rate will be effective 
as of the date of Xcel’s compliance filing. 

3. Xcel, the Minnesota Department of Commerce, Division of Energy Resources (the 
Department), and stakeholders shall discuss the application of the actual photovoltaic 
fleet shape to effective load carrying capability, peak load reduction, loss savings, and 
solar-weighted heat rate, as well as the possibility of developing a new profile-based 
approach as described by Xcel. Xcel shall file a proposal for potential changes for the 
2022 value of solar by July 1, 2021. 

4. By March 26, 2021, Xcel shall file a report addressing the performance of the residential 
adder and forward-looking options for increasing residential participation in community 
solar gardens. Xcel shall provide a recommendation on residential-adder modification in 
that filing. The Executive Secretary shall issue a notice for comment as soon as 
practicable after Xcel’s filing. 

 
25 Id. at 10, Ordering Para. 10. 
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5. The Department shall file a status update on the stakeholder process and the development 
of proposals on the residential adder by June 26, 2021. 

6. This order shall become effective immediately. 

 
 BY ORDER OF THE COMMISSION 
 
 
 
 
 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 for assistance. 

JGonzale
signature delegated
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