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2023 INTEGRATED DISTRIBUTION PLAN
REPLY COMMENTS

INTRODUCTION

Northern States Power Company, doing business as Xcel Energy, submits these Reply
Comments in response to Comments submitted by Fresh Energy, the Grid Equity
Commenters (GECs), the Clean Energy Groups, the City of Minneapolis, and the
Department of Commerce working with Synapse! (Department) on our 2023
Integrated Distribution Plan (2023 IDP) submitted on November 1, 2023 in the

above-noted docket.

Many Comments were submitted on our 2023 IDP, and similar themes and
recommendations were made by multiple parties. Accordingly, these Reply Comments
address the Comments we received thematically. Additionally, responses to many of
the parties’ questions can be found in our 2023 IDP filing or in our answers to
Information Requests (IRs); we direct parties to previously submitted information as
applicable.

The Company also notes that several Commenters made recommendations that are
not consistent with the purpose of the IDP. In Docket No. E002/CI-18-251, the
Commission provided the planning objectives for the IDP, stating that — among other
things — the purpose of the IDP was to provide the Commission with the information
necessary to understand our short- and long-term plans for our distribution system,
the costs and benefits of specific investments, and a comprehensive analysis of

1 While the Department’s Comments do not state that they engaged Synapse, the Company participated in
meetings on the IDP with the Department and Synapse and understands Synapse to be involved in this
proceeding.



ratepayer cost and value.? The Commission was explicit in stating that their review of
our IDP is not a prudency determination of any proposed system modifications or
investments.’ Therefore, the Company continues to view the IDP as an informational
filing, and as such, continues to recommend that information that belongs in a
prudency review, such as a rate case, is not appropriate for inclusion in the IDP. The
Department has historically agreed with this, as provided in their Reply Comments in
April 2022:

The Department agrees with the Company that utility IDPs are largely informational filings.

The Department supports this approach to distribution system planning at this time and for

the reasonably foreseeable future.

The Department is not proposing a prudency assessment of utility IDPs.*

Several commenters also suggested that information we already report in other
dockets should also be included in the IDP. We point out specific instances of this
throughout these Reply Comments but would like to make a blanket statement that
creating additional requirements in our IDP for topics that have their own docket
would be duplicative and inefficient.

In this docket, we have expressed our interest in engaging with stakeholders on two
issues: 1) how to conduct Cost Benefit Analyses (CBAs) for program-level
investments for discretionary projects, and 2) developing a framework for selecting
proactive grid upgrade projects for hosting capacity. We are open to collaborating
with stakeholders on these topics and discussing how to engage more stakeholders.
We address this further in Section V. below.

The Company believes that, while there will always be improvements and adjustments
in the planning process based on new technologies, new information, and evolving
industry best practices, our IDP process is well developed and is reflective of many
years of learning, refining, and stakeholder input. For example, we have done
extensive work and made huge strides in advancing our non-wires alternative (NWA)
analysis process since its first iteration in 2018. The NWA screening process began as
a comparison of capital costs between a traditional capacity project and an NWA,

2 In the Matter of the Distribution System Planning for Xcel Energy, Docket No. E002/CI-18-251, ORDER
APPROVING INTEGRATED DISTRIBUTION PLANNING FILING REQUIREMENTS FOR XCEL ENERGY (August
30, 2018).

3In the Matter of Distribution Systen: Planning for Xcel Energy, Docket No. E002/CI-18-251, ORDER APPROVING
INTEGRATED DISTRIBUTION PLANNING FILING REQUIREMENTS FOR XCEL ENERGY (August 30, 2018).

* In the Matter of Xcel Energy’s 2021 Integrated Distribution Plan and Request for Certification of Distributed Intelligence
and the Resilient Minneapolis Project, Docket No. E002/M-21-694, REPLY COMMENTS OF THE MINNESOTA
DEPARTMENT OF COMMERCE, DIVISION OF ENERGY RESOURCES, Page 2 (Aprll 11, 2022).



where projects that had NWA capital costs that exceeded traditional capacity project
capital costs were deemed as not cost beneficial.

The process has improved dramatically since 2018. Our 2023 analysis incorporates a
series of additional considerations that the Company applies to perform a more
comprehensive assessment of NWAs. These additional considerations include the
tollowing:
e Integrating the National Standards Practice Manual as an NWA framework;
e Including a variety of eight key stacked values to highlight the variety of
benefits of an NWA,;
e Utilizing an Avoided Revenue Requirement (ARR) split concept to reflect
general Power Purchase Agreement (PPA)structures in the NWA screening;
e TFurther developing NWA optimization to ensure projects are feasible;
e Accounting for both the weighted average cost of capital (WACC) and societal
discount rates as well as a range of cost-effectiveness; and
e Incorporating a forecast uncertainty margin to ensure NWAs are sized
appropriately.

The combination of all these improvements to the NWA process over the past five
years illustrates the Company’s dedication to NWAs as a technology that can provide
real benefit to the overall system and our customers while meeting clean energy goals.
In the 2023 IDP filing, for the first time since the NWA process’s inception, the
Company found NWA projects to be potentially viable during the initial screening.
This indicates to us that the changes we have made to the process are more accurately
identifying the value that NWAs can provide while narrowing in on the types of
NWA projects that are most likely to be cost-beneficial. We will continue to
collaborate with stakeholders during our workshops, and we will continue to refine
the NWA process to accommodate feedback and make advancements to the process
where feasible.

The balance of this reply is organized into 11 sections as follows:
e Equity;
e Grid Modernization Projects;
e Cost-Benefit Analysis (CBA) for Discretionary Projects;
e Non-Wires Alternatives (NWA);
e Proactive Grid Upgrades for Hosting Capacity and Cost Allocation;
e Budgeting Process;
e Reliability and Resilience;
e Forecasting;



e Planned Net Loading (PNL);
e IDP and Integrated Resource Planning (IRP) Alignment; and
e Miscellaneous.

COMMENTS

I.  EQUITY

The GECs and the City of Minneapolis provided Comments on the need to
incorporate equity considerations into our distribution system planning process. We
appreciate the Comments on this issue and agree this is a priority for the Company.
The Company’s goal is to integrate equity and environmental justice concerns into the
design of a broad range of energy and workforce programs, reduce energy burden,
enhance equitable access to renewable energy, and broaden participation in energy
decisions.

GECs’ Comments discussed in general the need to integrate the principles of equity
and energy justice into utility planning and decision-making. GECs presented
reliability and service quality data from a 2024 statistical analysis conducted by Dr.
Bhavin Pradhan and Dr. Gabriel Chan (Pradhan and Chan Study).” We discuss these
study results in more detail below and also provide some preliminary comparisons to
the Company’s own analysis on disparities, which will be filed with the Annual
Reliability and Service Quality report in Docket No. E002/M-24-27. We also describe
the work conducted thus far through the Equity Stakeholder Advisory Group
(ESAG), which has over the last 18 months focused on initiatives to reduce energy
burden, promote equitable access to renewable energy, and broaden participation in
energy decisions. Lastly, we discuss some of the new legislative initiatives and
programs that address interconnection for small, residential rooftop systems and
community solar garden (CSG) participation.

The Company’s environmental justice position statement builds on the definition in
Minnesota law® as well as the definition used by the U.S. Environmental Protection

> Bhavin Pradhan and Gabriel Chan, “Racial and Economic Disparities in Electric Reliability and Service
Quality in Xcel Energy’s Minnesota Setvice Area,” February 2024, included as Attachment 2 to GECs’
Comments.

¢ HF2310, Sec. 3. [116.065] Cumulative Impacts Analysis; Permit Decisions in Environmental Justice Areas.
6Minnesota Statutes 2022, section 216B.1691, subdivision 1, as amended in HF7/SF4 (2023). See also
HF2310, Subd. 10b, amending Minn. Stat. 2022 Section 115A.03. Environmental justice means: “1) the fair
treatment and meaningful involvement of all people, regardless of race, color, national origin, or income, with
respect to the development, implementation, and enforcement of environmental laws, regulations, and
policies; and 2) in all decisions that have the potential to affect the environment of an environmental justice



Agency (EPA).” The Company is committed to consider environmental justice in our
energy, climate, and environmental initiatives, and strives to provide meaningful
opportunities for affected communities to participate in the process of considering
energy, climate, and environmental initiatives that impact them.®

A.  Analyses on Equity in the Company’s Distribution System

The GECs presented reliability and service quality data from the 2024 Pradhan and
Chan Study. Their Comments highlighted potential disparities in three specific
metrics: 1) CELI-12,° 2) CEMI-6,'” and 3) involuntary disconnections. In addition,
the GECs discussed hosting capacity statistics from the Pradhan and Chan Study.

Pradhan and Chan analyzed performance metrics and hosting capacity across
communities in the Company’s service territory with high percentages of people of
color and communities that are classified as “disadvantaged” by the Climate and
Economic Justice Screening Tool (CEJST) developed by the Council on
Environmental Quality.

As directed in the Commission’s May 18, 2023, Ordet,!' the Company is conducting
our own analysis on whether there are equity disparities in our disconnection
practices, reliability (CELI-12 and CEMI-6), and participation in low-income
programs. Utilizing our Service Quality Interactive Map that identifies key community
demographics of ethnicity, race, and income, this study incorporates additional

area or the public health of its residents, due consideration is given to the history of the area's and its
residents' cumulative exposure to pollutants and to any current socioeconomic conditions that could increase
harm to those residents from additional exposure to pollutants.”

7 EPA’s environmental justice definition: “the fair treatment and meaningful involvement of all people
regardless of race, color, national origin, or income, with respect to the development, implementation, and
enforcement of environmental laws, regulations, and policies. This goal will be achieved when everyone
enjoys the same degree of protection from environmental and health hazards, and equal access to the
decision-making process to have a healthy environment in which to live, learn, and work.” See Environmental
Justice | US EPA.

8 See Environmental-Justice-Position-Statement.pdf (xcelenergy.com).

9 CELI-12: Customers Experiencing Lengthy Interruptions, an outage 12 hours or longer within a single year.
10 CEMI-6: Customers Experiencing Multiple Interruptions, six or more outages within a single year.

11 May 18, 2023 Otder in Docket Nos. E002/M-20-406 and E002/CI-17-401:

Order Point 3: Required Xcel to conduct an analysis that examines whether there is a relationship between
poor performance on the five identified metrics displayed on the interactive map and equity indicators.
Required Xcel to file this analysis with its next service quality report due April 1, 2024.

Otrder Point 4: If Xcel’s analysis determines there are disparities in any of the five metrics displayed on the
map, required Xcel to identify preliminary steps it could take to rectify the disparities and if Commission
approval is required, where and when it would expect to file solutions. This should include an analysis of
whether modifications to Xcel’s Quality of Service Plan are necessary to address any identified disparities.
Required Xcel to file this preliminary plan with its next service quality report due April 1, 2024.



https://www.epa.gov/environmentaljustice
https://www.epa.gov/environmentaljustice
https://www.xcelenergy.com/staticfiles/xe-responsive/Company/Sustainability%20Report/2020%20SR/Environmental-Justice-Position-Statement.pdf

explanatory variables in relevant parts of the analysis, such as housing vintage, English
proficiency, access to our payment centers, and access to a home computer and
internet service. Our study uses a modeling approach that allows the impacts of these
different variables to be more clearly distinguished from each other than they are with
a linear regression (straight-line relationship) analysis. We provide some high-level,
preliminary findings below within our discussion on the Pradhan and Chan Study
results. Our full analysis and discussion will be filed on April 1, 2024, in the Annual
Reliability and Service Quality report, Docket No. E002/M-24-27.

The Pradhan and Chan Study found that households in CEJST-designated
communities, as well as households in communities that have a high percentage of
people of color, are more likely to experience an extended outage (CELI-12) in
Hennepin and Ramsey counties. In contrast to the Pradhan and Chan Study, our
analysis did not show as strong a relationship between long outage duration (12 hours
or longer) and the racial composition of the neighborhood. Rather, our analysis found
a strong relationship between CELI-12 and race only in neighborhoods that have
both high proportion of people of color and older housing stock vintage. We
recognize that long, extended outages are disruptive for our customers, but note that
it is unusual to experience them — even the highest occurrence cited by the GECs
(47.8 per 1,000 households) is less than five percent of households in our service
territory. In addition, longer outages often result from strong storms traveling
thorough different neighborhoods; therefore CELI-12 may not be the most
appropriate metric to measure systematic disparities.

For the metric of repeated outages, the Pradhan and Chan Study found limited
disparities in customers experiencing six or more sustained outages per year (CEMI-
0). From 2018 to 2022, disadvantaged communities or neighborhoods with a high
proportion of people of color — whether located in Hennepin and Ramsey counties or
other areas of the Company’s service territory — were not any more likely to
experience six or more sustained outages than communities with a lower proportion
of people of color. In fact, people of color and disadvantaged communities
experienced fewer incidences of frequent outages in each year from 2018 to 2022, but
the differences were not always statistically significant. Our analysis showed similar
results as Pradhan and Chan — there is no clear pattern or relationship between race or
income and outage frequency. Neighborhoods with higher proportions of people of
color were not any more likely to experience multiple outages (CEMI-06) than other
neighborhoods using the variables we considered, noted above. Since CEMI-6 reflects
reoccurring or repeated reliability issues, we believe it is a more meaningful metric to
analyze disparities than CELI-12.



We recognize that even if the likelihood of extended or multiple outages remains
small, the impacts of an electrical outage could be greater in disadvantaged
neighborhoods that are disproportionately vulnerable to such emergencies.

Our analysis shows similar results as Pradhan and Chan regarding involuntary
disconnections — the number of disconnections is higher in identified lower-income
areas and increases when the proportion of people of color increases within an
income group. In general, disconnections are correlated with poverty, and — for a
variety of deeply entrenched economic and social reasons that are not driven by the
energy system — poverty is correlated with race. The Company has improved our
efforts to avoid disconnecting customers, such as offering payment arrangements for
longer timeframes, up to a year.'? If a customer is behind on their bills, the Company
begins contacting the customer for nine weeks via emails, phone calls, followed by a
past due message on the bill, and a disconnection notice prior to a disconnection
occurring.!” With each contact customers are directed to payment options and
payment/energy assistance programs. Additionally, we offer discounted energy bills
and past due bill forgiveness through established assistance programs such as
PowerON, Gas Affordability, Monthly Discount, and Medical Affordability. In 2023,
we began a process that automatically enrolls our electric and natural gas customers in
the PowerON and Gas Affordability programs after they are approved for the State’s
Low Income Home Energy Assistance Program (LIHEAP), thus eliminating an
additional application step. This provides our customers with direct access to levelized
payment plans and arrearage forgiveness for customers who have never applied for
our programs. As a direct result of auto enrollment, we received approval to increase
the budget of our PowerON program by $11 million to meet our customer needs.
While we take these extensive efforts to avoid customer disconnections, we do not
suggest that there is nothing more that should or could be done to address disparities
on this issue.

The GECs and the City of Minneapolis also commented on equity in hosting capacity
and the need to plan grid investments so that adequate hosting capacity is ensured in
neighborhoods that have a high percentage of people of color. As indicated in Figure
1 below, the Company’s Hosting Capacity Map generally shows more hosting capacity
in the Twin Cities Metro Area, which contains the neighborhoods with the highest
proportion of people of color. Suburbs outside the Metro Area and rural areas are

12 Customers can make an online pay arrangement up to six months through My Account using this link from
our Xcel Energy website. Arrangements | Billing & Pavment | Xcel Energy. If a customer does not have
access to a computer or internet, or requires a pay arrangement longer than six months, they may contact our
Customer Service Center at 800.895.4999.

13 This process can be viewed within our May 20, 2022 Variance Petition in Docket No. E002/M-22-233
(Figure 1, page 9).


https://mn.my.xcelenergy.com/s/billing-payment/energy-assistance

more frequently lacking hosting capacity, as indicated on the map in red. This is due
to the rapid growth of CSGs (currently just over 900 MW) in our service territory,
which have exhausted the available hosting capacity on many suburban and rural
substations and feeders. Additional capacity cannot be added to these substations and
teeders without expensive grid upgrades. The GECs cite similar results from the
Pradhan and Chan Study, which shows significantly higher average area hosting
capacity (in kW) as well as significantly higher hosting capacity per household in
Hennepin and Ramsey counties and in disadvantaged neighborhoods. Hosting
capacity is also higher in communities within the top 10 percent of population being
people of color.

Figure 1
The Company’s Hosting Capacity Map, Showing Available Hosting Capacity
by Location™
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14 More information regarding the Hosting Capacity Map can be found in the 2023 Hosting Capacity Analysis
docket (Docket No. E002/M-23-4606).



The GECs state that the Pradhan and Chan Study shows strong support for the
Commission to take action in the IDP proceeding to address persistent system
inequities via the Company’s IDP.!> However, we respectfully disagree with this
conclusion. The service quality and reliability metrics and performance are discussed
extensively in the annual Reliability and Service Quality docket. We believe this is the
best place to consider the results of the Pradhan and Chan Study and the results of
the Company’s study, and to determine carefully what conclusions can be drawn from
them, considering the complex nature of inter-related economic, societal, and other
factors. As mentioned above, our full analysis and discussion on equity disparities will
be filed on April 1, 2024, in the Annual Reliability and Service Quality report, Docket
No. E002/M-24-27.

B. ESAG Discussions on Equitable Access to Renewable Energy

Over the last 18 months, the ESAG, convened under Commission Order in Docket
Nos. E002/M-22-266 and E002/RP-19-368, has had robust discussions on how the
Company might enhance equity in a range of different programs. ESAG has worked
on initiatives to reduce energy burden for our customers who are low-income, Black,
Indigenous, or People of Color (BIPOC); diversify the Company’s workforce and the
broader clean energy workforce; promote equitable access to renewable energy; and
enhance procedural justice by broadening participation in energy decisions.'® In the
area of equitable access to renewable energy, our discussions in ESAG have begun
from the premise that the existing solar programs have had limited benefit to low-
income and BIPOC communities while tending to benefit businesses, governments,
and wealthier residential customers — i.e., entities who own a rooftop, have capital to
invest in solar, and/or represent most of the capacity subsctibed to the CSG program.
These are the customers and subscribers whom most solar developers target in their
outreach and marketing. A small number of solar developers — including some ESAG
members — have actively worked to design solar programs accessible to low-income
customers and renters.

Our ESAG discussions on this topic focused on brainstorming new strategies that
could increase participation, accessibility, and jobs for low-income and BIPOC
customers. ESAG recently developed and voted on a list of 14 strategies for equitable
access to renewable energy. One strategy in particular received the greatest support in
ESAG’s ranked choice voting to prioritize renewable energy strategies:

15 GECs Comments, p. 9.

16 See In the Matter of Efforts to Advance Workforce Diversity, Inclusive Participation, and Equitable Access to Utility
Services for Xcel Energy, Docket Nos. E002/M-22-266, E002/RP-19-368, Northern States Power Company,
doing business as Xcel Energy, COMPLIANCE ANNUAL REPORT (December 29, 2023).



Support and develop capacity of one or more community-based organizations (CBOs) to
provide solar program navigation services: awareness of avalable programs and incentives,
paperwork, translation, up-front financing, assistance evaluating solar offers, assistance
navigating interconnection application process.””

Support for this strategy seems to reflect a shared perception that the existing solar
options are difficult to navigate and that determining whether they would provide net
benefits to a customer or community is challenging. The Company is currently
evaluating how we might support implementation of this strategy.

ESAG’s list of strategies also included:

e Prioritize projects located in/serving low-income areas for hosting capacity
upgrades.

e Create a preference in the interconnection queue process for projects located
in/serving low-income ateas.

These strategies ranked fourth and fifth, respectively, in the ranked choice voting
exercise — after the one mentioned above (developing CBO capacity for solar program
navigation), expanding Solar*Rewards, and offering Renewable*Connect for free to
customers in a chosen low-income, high energy burden area(s). This shows that while
there is interest in those strategies, they are not among the top priorities for ESAG.
Additionally, as discussed above, hosting capacity shortfalls do not appear to be a
primary barrier to locating projects in low-income or historically marginalized areas.
As shown on the hosting capacity map, most areas in red are around the margin of
the Metro atea, and/or in rural areas, reflecting that available hosting capacity has
been largely taken up by CSGs. The primary obstacle to greater low-income
participation in solar programs has not historically been hosting capacity shortfalls or
interconnection queue constraints, but rather the lack of interest by the majority of
solar developers in offering solar to low-income customers.

In their Comments, the City of Minneapolis also urges the Company to consider how
distributed energy resources (DERs) and NWAs could be leveraged to provide more
resilient power, energy cost savings, jobs, etc. with the goal of better serving low-
income communities and households. This has been a focus of the Resilient
Minneapolis Project (RMP). While not technically an NWA, RMP will use DERs
(solar and batteries) to create islandable microgrids that will support BIPOC
community resilience. The two microgrids that the Company plans to build under
RMP, pending Commission approval, will be built by a non-local vendor — selected

17 A summary of the February 16, 2024 ESAG meeting where this was discussed will be filed in Docket Nos.
E002/M-22-266 and E002/RP-19-368.
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through a competitive Request for Information and Request for Proposals (REFP)
process — who has committed to subcontracting portions of the work to local diverse
subcontractors. Under the Revised RMP Proposal the Company filed on March 19,
2024, a third microgrid will be built by Renewable Energy Partners, a local certitied
minority business enterprise, with the Company providing a substantial sub-award
from our Grid Resilience and Innovation Partnerships to fund half the overall project
cost.

C. Initiatives to Address Small DER and CSG Participation

Significant barriers that exist for residential rooftop solar participation include home
ownership, financing upfront installment cost, and the overall resources needed to
navigate various incentive options and the installation process for the photovoltaic
(PV) system. As a result, installing rooftop solar is often an unattainable, low priority
for low-income customers. Additionally, the Company recognizes the interconnection
challenges that residential and other customers experience because of capacity
constrained areas in our distribution system, which effectively limit the amount of
new DER generation that can be accommodated on the distribution grid and increase
the cost of interconnection. However, there are several initiatives underway or already
implemented to address barriers for interconnection for small, customer-sited solar
projects. The 2023 Minnesota Legislation also addressed low-income customer
participation in the CSG program. We discuss these endeavors below.

1. Cost Sharing Program for Small DERs

In 2022, the Commission approved a cost-sharing program to fund up to $15,000 of
upgrade costs, pet project, required for interconnecting DER projects up to 40 kW. '8
The Company launched the cost-sharing program on January 3, 2023. The funding for
this program comes from a $200 cost-sharing fee that interconnection applicants for
small DER projects must pay. We would like to note that this fee is waived for low-
income customers. If a feeder is not capacity constrained, most projects up to 40 kW
do not need to pay any upgrade costs for interconnection. If upgrades are needed on
these non-constrained feeders, they often requite a new service transformer and/or
service line, which typically costs about $8,000-$10,000. This amount is below the
$15,000 threshold and would be paid in full by the cost-sharing fund. In 2023, there
were only two applications funded from the program that needed upgrades that
exceeded the $15,000 per application cap."

18 See Docket No. E002/M-18-714, ORDER APPROVING IMPLEMENTATION OF COST SHARING AS
MODIFIED (December 19, 2022).
19 See Docket No. E002/M-18-714, ANNUAL 2023 REPORT (March 1, 2024).
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As a result of high levels of interconnected CSGs, distribution grid congestion, and
longer interconnection queues, interconnecting DERs on the Company’s system has
become increasingly complex. If a feeder and/or substation is capacity constrained,
the upgrade costs to interconnect any type of DER — including small rooftop solar —
are usually cost-prohibitive, as costs can exceed $1 million. To address these complex
interconnection barriers, the 2023 Legislation established some significant changes
and new programs that impact DER interconnection in H.F. 2310, Article 12, Section
75. As discussed below, many of these legislative changes are interrelated and
generally aim to increase solar energy resources, especially small customer-sited
projects.

2. Queune Priority for Small DERs

The 2023 Legislation directed the Commission to open a proceeding to establish
interconnection procedures that give customer-sited DER projects up to 40 kW
priority over larger projects in the interconnection queue. Several parties filed
proposals on November 1, 2023, in Docket No. E999/CI-16-521, and Comments on
those proposals were submitted in January and February 2024.

The Company proposed to adjust the Minnesota Distributed Energy Resource
Interconnection Process (MN DIP) to establish a separate interconnection queue for
customer-sited applications up to 40 kW (Priority Queue), and to reserve DER
capacity specifically for these applications. As explained in that proceeding, we believe
that capacity reservation for small projects is critical, as a separate queue alone is
unlikely to achieve any longer-term benefits. Without a capacity reservation, additional
feeders and substations will continue to become oversaturated with large DERSs,
ultimately leaving no additional capacity for small DERSs to interconnect, unless
significant and costly upgrades are undertaken.

In its March 14, 2023 agenda meeting, the Commission voted to allow the Company
to establish two administrative queues, which will be evaluated after 24 months. The
Commission did not approve the Company’s proposal to reserve capacity for small
DERs and determined that there is need to develop additional record on this issue in
a separate proceeding.

The Commission’s February 27, 2024 Order in Docket No. E002/C-23-424 also
confirmed that the Company’s Technical Planning Standard (TPS) is an engineering
judgment which does not require Commission approval for implementation, as the
Company must operate our distribution system using sound engineering practices.
The Commission stated that it is unreasonable to expect that the Company could
effectively, reliably, and safely operate our complex and vast distribution system
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without technical standards and engineering practices that are designed for that
purpose.”’

3. DER System Upgrade Program

The DER System Upgrade Program, created under Minn. Stat. § 216C.378, will help
tund upgrades to the Company’s distribution system which will increase available
hosting capacity for small DERs in already constrained areas. The law allocated $10
million for such upgrades and required that the funded improvements must maximize
the number and capacity of DER projects up to 40 kW. All new hosting capacity
created by upgrades must also be reserved for small DER projects. On November 1,
2023, the Company filed our proposed Program Plan, ?' which will need approval by
the Department. We proposed to construct system upgrades in six constrained areas®
and estimated that this will add over 85 MW of available capacity and allow over 2,000
new, small DER projects to be interconnected. The Company proposed traditional
upgrade solutions that can be implemented in a timely manner and with high certainty
of success, such as adding a second feeder or replacing existing substation
transformers. The Company also discussed other innovative solutions in the proposed
Program Plan — including energy storage, power control systems, advanced inverter
tunctions, and a distributed energy resource management system (DERMS) — but
found them impractical to study and evaluate within the short period required for this
funding opportunity, or to practically implement to have an impact on small DERs.
Parties’ Reply Comments on our proposed Program Plan were filed on March 8,

2024.

4. New Low- and Moderate Income (LNMI) Accessible Commmunity Solar Garden

Program

For CSGs, one barrier for residential participation has been the contiguous county
rule, which requires that the subscribers live near the garden, in the same or adjacent
county. It is harder to locate CSGs close to low-income communities because there is
a lack of suitable land available. The 2023 Legislation addressed some of the barriers
tor low-income and residential CSG participation. On January 1, 2024, the Company’s

20 See In the Matter of the Formal Complaint and Request for Relief by the Minnesota Solar Adpocates, Docket No.
E002/C-23-424, ORDER DISMISSING COMPLAINT, pgs.4-5 (February 27, 2024).

21 See In the Matter of the Request for Approval of a Renewable Development Fund for Distributed Energy Resources System
Upgrade Program under Section §f 216C.378, Docket No. E002/M-23-458.

22 These areas are: Chisago substation (serving North Branch, Wyoming, Stacy, Lent, Almelund, and Sunrise);
Lowry substation (serving Lowry, White Bear Lake Township, and Minnewaska Township); Northfield
substation (serving Northfield, Dundas, Waterford, and Stanton); St. Cloud substation (serving St. Cloud, St.
Augusta, and Clearwater); Waterville substation (serving Waterville and Janesville), and Lawrence Creck
substation (serving Shafer, Taylors Falls, St Croix Falls, Almelund, Center City, and Franconia).
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Solar*Rewards Community Program was closed to new applications, and the LMI-
Accessible CSG program administered by the Department was launched.” The new
non-legacy program requires that the CSG subscriber is an Xcel Energy customer,
which makes it easier to locate CSGs because they no longer need to be close to the
subscriber pool.

In addition, the LMI-Accessible CSG Program has specific requirements for LMI and
public interest participation: at least 30 percent of the CSG capacity must be
subscribed to by LMI customers and at least 55 percent of the CSG capacity must be
subscribed to by customers who are LMI subscribers, public interest subscribers, or
affordable housing providers. Additionally, the bill credit rates are higher for LMI,
residential, public interest, and affordable housing subscribers.

II. GRID MODERNIZATION PROJECTS
A. CBAs and Cost Information

The Department questioned whether the Company met all IDP filing requirements
for grid modernization projects, specifically regarding conducting a CBA for each
project in the five-year action plan, providing complete accounting for historical and
tuture costs, and providing adequately detailed information for Distributed
Intelligence (DI) investments. The Department also requested that the Commission
direct the Company to refile Appendix C: Action Plans with all required information.

The 2023 IDP included a detailed discussion and information on grid modernization
projects in _Appendix B1: Grid Modernization, Appendix B3: Existing and Potential New Grid
Modernization Pilots, and Appendix C: Action Plans.

1. Filing Requirements

a. CBAs for Grid Modernization Projects in the Five-Year Action
Plan

The Department suggested the Company has neglected to provide a sufficiently
detailed evaluation of the grid modernization investments included in the five-year
action plan, including a CBA for each project.

23 See https://mn.gov/commerce/energy/consumer/energy-programs/community-solar-gardens.jsp.
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We have consistently followed the same approach for providing information on grid
modernization projects in the 2023 IDP as we used in our 2019 and 2021 IDPs.** If a
specific project has been fully developed and we have sought approval for it from the
Commission (either certification or cost recovery), we have provided detailed
information on project objectives, costs, benefits, cost-effectiveness, and timing.
However, if we have not submitted a project proposal for Commission approval, we
have not provided this level of detail, nor a CBA, with the IDP. In the 2019 and 2021
IDP dockets, no party challenged this approach or questioned our compliance with
the filing requirements for grid modernization projects. The Department was the only
commenter that suggested we may not have met the compliance requirements for grid
modernization projects in the 2023 IDP.

The current IDP filing requirement 3.D.2.k for grid modernization projects reads as
tollows:
For each grid modernization project in its 5-year Action Plan, Xcel [Energy] should provide a
cost-benefit analysis based on the best information it has at the time and include a discussion of
non-quantifiable benefits. Xcel shall provide all information used to support its analysis.

The language in requirement 3.D.2.k is not absolute. We believe the conditional
language of “should” instead of “shall” and “best information it has at the time” gives
the Company flexibility about whether it is useful to provide a CBA for a certain grid
modernization investment. In a legal context, the word “should,” expresses a
recommendation or suggestion and is used to convey a degree of uncertainty of a
future action. Conversely, the word “shall,” expresses a mandatory obligation for
future action. The scope and details of a project must be developed to a certain level,
based on the planning stage and the nature of the investment, before it makes sense to
conduct a CBA. Therefore, the Company is in the best position to determine whether
a CBA would provide meaningful information for an investment.

By nature, many grid modernization initiatives consist of an ecosystem of related and
integrated software tools and a myriad Customer-Facing and Grid-Facing
technologies, meaning that for many initiatives it is not feasible to conduct a single
CBA. DI and DERMS are an example of this. For these types of grid modernization
initiatives, components are strategized and planned at different timelines, and it would
often be improper and preliminary to try to estimate their costs and benefits at the
same time.

Although we agree that CBAs may provide helpful evaluation of a planned

investment, their fundamental implication is that a project is only valuable if it saves

24 Docket Nos. E002/M-19-666 and E002/M-21-694.
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more money than it costs, and for that reason, a CBA is not always the best or only
tool to assess investments. Reliance on CBAs for grid modernization projects that are
in the early stages of potential investment could encourage overlooking other valid
considerations, such as customer preferences, customer satisfaction, and customer
convenience/inconvenience.

Finally, while we recognize that parties may want more detail early in the investment
planning process, until the Company is ready to seek cost recovery, our estimated
costs and benefits may materially differ from those that will be presented in our
ultimate cost recovery proposal. Requiring a premature CBA on preliminary project
plans would introduce a notable risk that we may be unreasonably held to the CBA’s
estimates in the cost recovery process or required to try reconciling cost-benefit
estimates conducted at different times. Providing a CBA early in the investment
planning process would falsely imply a level of precision that does not exist.
Additionally, conducting premature analysis that may need to be redone on issues that
may significantly change or never materialize is not efficient.

The IDP process is designed to provide the Commission and stakeholders with the
information necessary to understand the Company’s short-term and long-term
distribution system plans. It is not intended to assess the prudency, reasonableness, or
cost recovery of our planned investments. The Company believes the practice we
have followed since the 2018 IDP filing is appropriate: when an investment is ripe for
certification or cost recovery, we will provide all required information with the
proposal, including objectives, a CBA, historical costs, future costs, and alternatives
analyses.

Additionally, even if a project has been certified by the Commission, the Company
must provide detailed cost information when cost recovery is requested. For example,
the Commission’s July 23, 2020, Order in Docket No. E002/M-19-666 requited the
tollowing information with any future cost recovery request for Field Area Network
(FAN) and Advanced Metering Infrastructure (AMI):
e A discussion of mechanisms that will be employed to maximize cost reductions
and minimize cost increases, and
e A demonstration that the utility has thoroughly considered the feasibility, costs,
and benefits of alternatives, and that the proposed approach is preferable to
alternatives.

The Commission also clarified in this Order that “it is not pre-judging whether costs
will be recovered through riders or base rates. Certification will permit Xcel [Energy]
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to request rider recovery in the future, which the Commission may approve or deny
based on the facts available at that time.”*

Accordingly, we believe we have met the IDP filing requirement 3.D.2.k for grid
modernization projects and request that the Commission decline the Department’s
recommendation that the Company should refile Appendix C: Action Plans with a CBA

for each near-term project.

b. Accounting of All Historical and All Anticipated Future Grid
Modernization Costs

The Department also suggested that the Company should be required to provide a
complete accounting of all historical grid modernization costs and all anticipated
tuture grid modernization costs in the IDP filing.

This suggestion stems from the Company’s most recent electric rate case, where it was
discussed in the Department’s Direct Testimony® and in the Company’s Rebuttal
Testimony,”” as well as in the natrative of the Commission’s July 17, 2023 Order.?
However, the specific language recommended by the Department was not included
when the Commission adopted Ordering Point 128.%° The Department’s
recommendation suggested the following standardized information in all future grid
modernization proposals: require a road map with all planned and contemplated
future grid modernization investments and a complete accounting of all historical grid
modernization costs and all anticipated future grid modernization costs.”” The
Department agreed that the 2023 IDP had met the roadmap requirement and asked
the Commission to clarify its additional grid modernization filing requirements
regarding historical and future costs established in the last rate case.”

The Company continues to believe that the Department’s proposed requirements to
provide information on all past, planned, contemplated, and future grid

25 See Docket No. E002/M-19-666, ORDER ACCEPTING INTEGRATED DISTRIBUTION PLAN, MODIFYING
REPORTING REQUIREMENTS, AND CERTIFYING CERTAIN GRID MODERNIZATION PROJECTS, Order Point
11 (July 23, 2020).

26 See Docket No. E002/GR-21-630, Direct Testimony of Ben Havumaki, p. 14-17. (October 3, 2022).

27 See Docket No. E002/GR-21-630, Rebuttal Testimony of Marty D. Mensen, p. 45-49. (November 8,
2022).

28 See Docket No. E002/GR-21-630, FINDINGS OF FACT, CONCLUSIONS, AND ORDER, p. 146-147 (July 17,
2023).

2 Order Point 128 reads: The Commission adopts the Department’s recommended grid modernization filing
requirements.

30 See Docket No. E002/GR-21-630, Direct Testimony of Ben Havumaki, p. 4, 41 (October 3, 2022).

31 See Department’s Comments, p. 35-30.
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modernization investments are overly broad. These requirements may not be
applicable to each proposal, and, in most cases, it would not be possible for a utility to
provide this information, as it would require speculation on the future, which will
almost certainly change.

However, we intend to comply with the July 17, 2023 Otrder to the best of our ability
when it is required — when we come forward with a grid modernization proposal. The
IDP in and of itself is not a grid modernization proposal. We see a grid modernization
proposal to be either a certification or cost recovery request for a grid modernization
project. As discussed above, when we come forward with a grid modernization
proposal, we will provide the required information to the best of our ability at that
time.

As noted throughout this filing, a difference remains between the information that
should be provided in an informational IDP filing versus a cost recovery proceeding
for a specific investment. We provide detailed actual historical and future budgeted
cost information when cost recovery is requested in a rate case or in a rider cost

recovery filing.

We respectfully request 