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December 23, 2025         PUBLIC DOCUMENT 
 
 
Sasha Bergman 
Minnesota Public Utilities Commission  
121 7th Place East, Suite 350  
St. Paul, Minnesota 55101-2147   
 
 
RE: PUBLIC Comments of the Minnesota Department of Commerce 
 Docket No.  E002/CN-23-212, E002/RP-24-67 
 
 
Dear Ms. Bergman, 
 
Attached are the PUBLIC comments of the Minnesota Department of Commerce (Department) in the following 
matter: 

In the Matter of Northern States Power Company, doing business as Xcel Energy, 
Petition for Approval of a Purchased Power Agreement with Panamint for the 
Cottage Grove Battery Energy Storage System Project. 

The Petition Supplement was filed by Xcel Energy on December 5, 2025. 
 
The Department recommends that the Commission approve the Cottage Grove BESS PPA. The Department also 
recommends that Xcel file additional information regarding its Fuel Clause Rider recovery request. The 
Department is available to answer any questions the Minnesota Public Utilities Commission may have. 
 
 
Sincerely, 
 
 
 
/s/ Dr. SYDNIE LIEB   
Assistant Commissioner of Regulatory Analysis    
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Before the Minnesota Public Utilities Commission 

  PUBLIC Comments of the Minnesota Department of Commerce 
 

Docket No. E002/CN-23-212, E002/RP-24-67 
 
 

I. INTRODUCTION  

The Minnesota Public Utilities Commission’s (Commission) April 21, 2025 Order Approving Settlement 
Agreement with Modifications at points 11 to 17 selected projects for the short list in this proceeding.1 
This short list included several projects involving power purchase agreements (PPA), which the 
Commission approved to proceed to the PPA negotiation phase. National Grid Renewables 
Development, LLC subsequently withdrew one of these short-listed PPA projects, the Plum Creek Wind 
+ Storage project.2 The Plum Creek Wind + Storage project would have consisted of a new 230 MW 
wind generating system and a 150 MW/ 600 MWh battery energy storage system (BESS) anticipated to 
begin operation in late 2028.3 
 
In the initial Petition, Xcel requested approval of PPAs for the following three of the remaining short-
listed projects: 4 
 

• Invenergy – Cannon Falls: an existing 357 MW gas-fired facility; 
• Onward – Mankato Energy Center: an existing 375 MW gas-fired combined cycle facility and a 

new BESS; and 
• DESRI – North Star Energy: a new 100 MW BESS. 

 
In its Petition Xcel also stated that it was actively pursuing alternative projects to replace the 
withdrawn Plum Creek Wind + Storage project bid.5 In its Petition Supplement, Xcel identifies Panamint 
– Cottage Grove BESS as the replacement project.6 The Cottage Grove BESS project is a new 80 MW/ 
320 MWh BESS co-located at the existing Cottage Grove Cogeneration facility, a 265 MW combined-
cycle gas turbine plant.7 The project has an expected commercial operation date (COD) of June 1, 
2028.8 
 

 

1 In the Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 Megawatts of Firm Dispatchable 
Generation, Order Approving Settlement Agreement With Modifications, April 21, 2021, Docket No. E002/CN-23-212, 
(eDockets) 20254-217941-01 (hereinafter “Order”) at 23. 
2 National Grid Renewables Development, LLC, Letter, April 25, 2025, Docket No. E002/CN-23-212, (eDockets) 20254-
218155-01. 
3 Department, Environmental Report, November 25, 2024, Docket No. E002/CN-23-212, (eDockets) 202411-212386-01 at 4. 
4 Xcel Energy, Petition, September 29, 2025, Docket No. E002/CN-23-212, (eDockets) 20259-223366-01 (hereinafter, 
“Petition”). 
5 Petition at 3. 
6 Xcel Energy, Petition Supplement, December 5, 2025, Docket No. E002/CN-23-212, (eDockets) 202512-225594-01 
(hereinafter, “Petition Supplement”). 
7 Petition Supplement at 2. 
8 Id., at 3. 

https://efiling.web.commerce.state.mn.us/documents/%7b30F45996-0000-CF1F-80E3-5E41B2F16918%7d/download?contentSequence=0&rowIndex=36
https://efiling.web.commerce.state.mn.us/documents/%7BC06A6E96-0000-C612-BC7E-E52576D4F5F0%7D/download?contentSequence=0&rowIndex=52
https://efiling.web.commerce.state.mn.us/documents/%7BC06A6E96-0000-C612-BC7E-E52576D4F5F0%7D/download?contentSequence=0&rowIndex=52
https://efiling.web.commerce.state.mn.us/documents/%7b30F66493-0000-C21C-8854-D976352FD213%7d/download?contentSequence=0&rowIndex=64
https://efiling.web.commerce.state.mn.us/documents/%7B20F09599-0000-CF19-9972-FC6BEB1E9723%7D/download?contentSequence=0&rowIndex=46
https://efiling.web.commerce.state.mn.us/documents/%7B50AFF09A-0000-C414-8AA4-5F6911FE42C0%7D/download?contentSequence=0&rowIndex=5
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In the Petition Supplement Xcel specifically requests that the Commission:9 
 

• approve the proposed Panamint – Cottage Grove BESS PPA; 
• authorize Xcel to recover, through the Fuel Clause Rider (FCR), pursuant to Minn. Stat. § 

216B.16 subd. 7(3), the Minnesota jurisdictional portion of the costs incurred under the PPAs; 
and 

• establish a procedural schedule such that the Commission may complete deliberations by mid- 
January 2026. 

II. PROCEDURAL BACKGROUND   

April 21, 2025 The Commission issued the Order approving a settlement of Xcel’s 
resource plan proceeding and a short list in Xcel’s process to acquire 800 
MW of firm dispatchable generation.10 
 

April 25, 2025 National Grid Renewables Development, LLC filed a letter stating that the 
Plum Creek Wind + Storage Project, which was on the approved short 
list, was being withdrawn.11 
 

September 29, 2025 Xcel filed its Petition requesting approval of the PPAs for three of the 
remaining projects on the short list and stating that it was actively 
pursuing alternative projects to replace the withdrawn Plum Creek 
project.12  
 

November 3, 2025 The Department filed comments on Xcel’s Petition.13 
 

December 5, 2025 Xcel filed the Petition Supplement identifying Cottage Grove BESS as its 
proposed replacement for the withdrawn Plum Creek project and 
requesting the Commission find the Cottage Grove BESS PPA to be in the 
public interest and to authorize the Company to recover costs through 
the FCR. 14  
 

December 9, 2025 The Commission issued its Notice of Comment Period.15 
 

 

9 Id., at 9-10. 
10 Order at 23. 
11 National Grid Renewables Development, LLC, Letter, April 25, 2025, Docket No. E002/CN-23-212, (eDockets) 20254-
218155-01. 
12 Petition. 
13 Department, Comments, November 3, 2025, Docket No. E002/CN-23-212, (eDockets) 202511-224596-02. 
14 Petition Supplement. 
15 Notice of Comment Period, December 9, 2025, Docket No. E002-CN-23-212, (eDockets) 202512-225656-01. 
 
 

https://efiling.web.commerce.state.mn.us/documents/%7BC06A6E96-0000-C612-BC7E-E52576D4F5F0%7D/download?contentSequence=0&rowIndex=52
https://efiling.web.commerce.state.mn.us/documents/%7BC06A6E96-0000-C612-BC7E-E52576D4F5F0%7D/download?contentSequence=0&rowIndex=52
https://efiling.web.commerce.state.mn.us/documents/%7B80B94A9A-0000-CF19-B38A-3FA5417EC365%7D/download?contentSequence=0&rowIndex=32
https://efiling.web.commerce.state.mn.us/documents/%7BD090049B-0000-CD32-AE88-FEBCDED1166F%7D/download?contentSequence=0&rowIndex=3
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According to the Notice, the topics open for comment are:  
• Should the Commission approve the Purchased Power Agreement (PPA)? 
• Should the Commission authorize the Company to recover the Minnesota jurisdictional portion 

of the costs incurred under the PPA from Minnesota retail customers? 
• Are there any other topics related to this matter? 

 

III. DEPARTMENT ANALYSIS  

A. ENCOMPASS EVALUATION 

Xcel conducted updated EnCompass modeling to evaluate the benefits of the Cottage Grove BESS 
project.16 The Company compared its baseline capacity expansion plan to an updated capacity 
expansion plan in which the Cottage Grove BESS project is forced into the model. The baseline capacity 
expansion plan included the solar and storage projects in Xcel’s 2024 RFP portfolio,17 Xcel’s latest load 
forecast, and production tax credits (PTC) only through 2030.18  
 
The Petition Supplement at Table 3 presents the present value of social costs (PVSC) and present value 
of revenue requirement (PVRR) from the baseline and Cottage Grove BESS capacity expansion plans 
produced by EnCompass.19 The Cottage Grove BESS project adds $300 million to the PVRR and $5 
million to the PVSC. These additional costs represent 0.465% and 0.006% of the total baseline PVRR 
and PVSC, respectively. The Department notes that the PVSC consists of the PVRR plus the regulatory 
and environmental costs of CO2 emissions. Therefore, since the PVSC impact is smaller than the PVRR 
impact, the Department concludes that Cottage Grove BESS decreases Xcel’s total modeled CO2 
emissions, and thus regulatory and environmental costs. Given that the PVSC impact is minimal and 
likely within the margin of error of the model, the Department agrees that the EnCompass modeling 
results demonstrate a reasonable cost impact associated with the Cottage Grove BESS PPA pricing. 

B. PPA REVIEW 

In its Order Approving Settlement Agreement With Modifications, the Commission provided direction 
on the issues to be evaluated in reviewing PPAs for the short-listed projects: 
 

19. The evaluation of these non-utility bidders’ projects PPAs as contemplated 
in the settlement agreement will include, but not be limited to, whether: 
a. the prices and terms put ratepayers at risk for costs that are higher 

than bid or for benefits assumed in bids that do not materialize; 
b. the agreements had terms which sufficiently protected ratepayers 

from risks associated with the non-deliverability of accredited capacity 
and/or energy from the project(s) as proposed; 

 

16 Petition Supplement at 6-8. 
17 In the Matter of Northern States Power Company’s, d/b/a Xcel Energy, Petition for Approval of a Solar and Storage 
Portfolio, Xcel Energy, Petition, October 31, 2025, Docket No. E002/M-24-230, (eDockets) 202510-224560-02. 
18 Petition Supplement at 7. 
19 Id., at 8. 

https://efiling.web.commerce.state.mn.us/documents/%7B00BE439A-0000-C914-80DF-B8977758B971%7D/download?contentSequence=0&rowIndex=5


Docket No. E002/CN-23-212, E002/RP-24-67     PUBLIC DOCUMENT 
Analyst(s) assigned: Taryn Waite, Steve Rakow 
 
 
 

4 

c. the terms of any agreements that inappropriately shifted risk or 
unknown costs to ratepayers; and 

d. the reasonableness of delay and cancellation provisions.20 
 

The Commission’s Notice of Comment Period for the Petition Supplement does not explicitly reference 
this Order Point. However, given that the Cottage Grove BESS project is intended to replace a project 
included in the Commission’s short list, the Department concludes that it is appropriate to consider 
those four issues in the following sections to evaluate whether the Commission should approve the 
Cottage Grove BESS PPA. 
 

B.1.  Pricing Evaluation 
 
The first issue listed in the Order’s point 19 is if the prices and terms put ratepayers at risk for costs 
that are higher than bid or for benefits assumed in bids that do not materialize.21 Also, related to 
pricing, the Order at point 1b states that costs must be capped at bid amounts as of October 2, 2024.22 
However, increases above the bid amount are allowed if Xcel demonstrates by substantial evidence 
that the added costs were caused by events outside of Xcel’s control and are otherwise prudent.23  
 
The Cottage Grove BESS PPA includes fixed capacity payments of [TRADE SECRET DATA HAS BEEN 
EXCISED].24 Since the Cottage Grove BESS project was not included in the original bids as of October 2, 
2024, the Department is unable to directly address Order point 1b. However, since the Cottage Grove 
BESS project is intended to replace the withdrawn Plum Creek project, the Department instead 
compares the pricing in the Cottage Grove BESS PPA to (1) the pricing in the Plum Creek bid filed on 
July 23, 202425 and (2) the pricing in the PPA for North Star BESS, a comparable BESS project short-
listed in the Order and for which Xcel requested approval in its initial Petition.26 See Table 1 below for 
this comparison. 
 
[TRADE SECRET DATA HAS BEEN EXCISED 
 
Table 1. Comparison of Cottage Grove BESS pricing to Plum Creek and North Star BESS. 

Project Capacity Bid price as of 
October 2, 2024 

PPA price Price adjustment 
provisions 

 

 

 

20 Order at 23. 
21 Ibid. 
22 Order at 21-22. 
23 Ibid. 
24 Petition Supplement at 3. 
25 National Grid Renewables Development, LLC, Cover Letter – NGRD Initial Bid Submission, July 23, 2024, Docket No. 
E002/CN-23-212, (eDockets) 20247-208869-02 (henceforth referred to as “NGR  Bid”). 
26 See Petition at Attachment D. 

https://efiling.web.commerce.state.mn.us/documents/%7B9047E190-0000-CE2C-BAC7-1A7BF1EDE901%7D/download?contentSequence=0&rowIndex=56
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The Cottage Grove BESS pricing of [TRADE SECRET DATA HAS BEEN EXCISED] is [TRADE SECRET DATA 
HAS BEEN EXCISED] the pricing for the storage component of the Plum Creek project in National Grid 
Renewables, LLC’s bid. The Department notes that these two projects are not directly comparable, as 
the planned Plum Creek project would have included nearly twice the storage capacity of Cottage 
Grove BESS. Additionally, Plum Creek would have included storage and wind components, both of 
which were to be built as new facilities. These project components may have resulted in a different 
pricing structure compared to the Cottage Grove BESS project, which consists of building a new BESS 
facility at an existing combined-cycle gas plant site. Despite these differences, the Department notes 
that the Cottage Grove BESS project is proposed as a replacement for the Plum Creek project, so it is 
important to consider the pricing differences between the two projects. 
 
The Department also compares the Cottage Grove BESS pricing to the pricing in the North Star BESS 
PPA, of which Xcel filed for approval in its initial Petition.27 The North Star BESS bid included pricing for 
an 80 MW facility (the same capacity as Cottage Grove) and an alternative 50 MW facility; the North 
Star BESS PPA included pricing for a 100 MW facility and an alternative 80 MW facility28. The Cottage 
Grove BESS PPA pricing of [TRADE SECRET DATA HAS BEEN EXCISED] is [TRADE SECRET DATA HAS 
BEEN EXCISED] the original bid pricing for the 80 MW North Star BESS and [TRADE SECRET DATA HAS 
BEEN EXCISED] the final pricing in the North Star BESS PPA. The North Star BESS PPA includes a 
provision allowing an increase in the capacity payment rate of up to 20%, which would raise the 
payment rate to [TRADE SECRET DATA HAS BEEN EXCISED] in the event of certain new trade measures 
such as increased tariffs on critical equipment.29 The Cottage Grove BESS PPA [TRADE SECRET DATA 
HAS BEEN EXCISED] 
 
Although [TRADE SECRET DATA HAS BEEN EXCISED] the Department notes that, as Xcel discussed in 
both its initial Petition30 and the Petition Supplement,31 several emerging market challenges influenced 
PPA negotiations. The Cottage Grove BESS PPA includes [TRADE SECRET DATA HAS BEEN EXCISED] 
Therefore, the Department concludes that the PPA offers reasonable pricing and does not put 
ratepayers at substantial risk related to cost. 
 
The Department also reviewed the PPA’s excess throughput payment provision, since this provision 
introduces potential additional costs based on Xcel’s operation of the Cottage Grove BESS. The PPA 
sets an annual throughput limit of [TRADE SECRET DATA HAS BEEN EXCISED]. Energy discharged in 
excess of this limit incurs an additional charge of [TRADE SECRET DATA HAS BEEN EXCISED]. However, 
[TRADE SECRET DATA HAS BEEN EXCISED]. The Department concludes that the excess throughput 
payment provision does not introduce significant risk to ratepayers. 
 
 
 

 

27 Petition at Attachment D. 
28 Ibid. 
29 Petition at 32. 
30 Id., at 6-13. 
31 Petition Supplement at 6. 
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B.2. Evaluation of Deliverability Protections 
 
The second issue listed in the Order’s point 19 is if the PPAs had terms that sufficiently protected 
ratepayers from risks associated with the non-deliverability of accredited capacity and/or energy from 
the project(s) as proposed.32 
 
The Cottage Grove BESS PPA protects ratepayers from the non-deliverability of capacity and energy via 
the capacity availability factor (CAF).33 The CAF adjusts the monthly capacity payment to ensure that 
Xcel only pays for the actual available capacity of the BESS by reducing the capacity payments to 
account for unavailability due to forced outages or underperformance. [TRADE SECRET DATA HAS 
BEEN EXCISED] 

 
Details on the CAF calculation, and how it is applied to the payment structure, can be found in [TRADE 
SECRET DATA HAS BEEN EXCISED] The PPA requires that the CAF [TRADE SECRET DATA HAS BEEN 
EXCISED] 
 
The PPA also includes ratepayer protection from the non-deliverability of capacity due to variation in 
the BESS round-trip efficiency. If the facility’s round-trip efficiency is found to be lower than the 
guaranteed value in [TRADE SECRET DATA HAS BEEN EXCISED] then a round-trip efficiency adjustment 
is used to reduce the capacity payment.34 This adjustment considers [TRADE SECRET DATA HAS BEEN 
EXCISED ] 
 
The PPA requires [TRADE SECRET DATA HAS BEEN EXCISED] 
 
The Department concludes that the PPA sufficiently protects ratepayers from risks associated with the 
non-deliverability of capacity and energy from the Cottage Grove BESS. 
 

B.3. Risk Evaluation 
 
The third issue listed in the Order’s point 19 is if the terms of any agreements inappropriately shifted 
risk or unknown costs to ratepayers.35 
 
The Department reviewed the Cottage Grove BESS PPA and found several provisions designed to 
protect ratepayers from risks and unknown costs. Since this project involves building a new BESS 
facility, construction delays and failure to meet the target commercial operation date (COD) are key 
risks addressed in the PPA. These risks are handled by the provisions reviewed in section B.5 below. 
The delay and cancellation provisions provide sufficient protections including liquidated delay damages 

 

32 Order at 23. 
33 Petition Supplement at 3. 
34 Petition Supplement at 4.  
35 Order at 23. 
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paid to Xcel in the event of a delay. Xcel is permitted to draw these and other damages from a security 
fund that the Seller is required to establish and maintain.36 Additional terms protecting ratepayers 
from risks and unknown costs include the following: 
 

• Xcel owns environmental attributes.37 
• If the Seller fails to respond to a dispatch notice, then resulting 

penalties assessed by the market operator are passed to the Seller.38 
• The required security fund [TRADE SECRET DATA HAS BEEN EXCISED] 

 
The Department notes that [TRADE SECRET DATA HAS BEEN EXCISED ] 
 
The Department finds that the PPA does not shift any significant risks or unknown costs to ratepayers, 
and that it includes sufficient provisions protecting ratepayers from risks and unknown costs. 
 

B.4. Evaluation of Timeliness Provisions 
 
The fourth issue listed in the Order’s point 19 is the reasonableness of delay and cancellation 
provisions.39 
 
The Cottage Grove BESS PPA establishes a target COD of June 1, 202840 and sets deadlines for critical 
path development (CPD) milestones that the Seller is required to meet, subject to liquidated delay 
damages.41 These CPD milestones include: 
 
[TRADE SECRET DATA HAS BEEN EXCISED] 

 
The PPA also provides a list of [TRADE SECRET DATA HAS BEEN EXCISED] 
 
CPD deadlines and the target COD [TRADE SECRET DATA HAS BEEN EXCISED] 
 
If the Seller fails to meet a CPD deadline or the COD [TRADE SECRET HAS BEEN EXCISED] then Xcel has 
the right to terminate the PPA and collect liquidated damages in the amount of [TRADE SECRET DATA 
HAS BEEN EXCISED] from the Seller. 
 
The PPA also includes cancellation provisions regarding [TRADE SECRET DATA T HAS BEEN EXCISED] 
 
Additional details on delay and cancellation provisions can be found in: 
[TRADE SECRET DATA HAS BEEN EXCISED] 
 

 

36 Petition Supplement at 5. 
37 Ibid. 
38 Id., at 4. 
39 Order at 23. 
40 Petition Supplement at 3. 
41 Id., at 4. 
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The Department’s review of these sections did not reveal any risks of note. The Department finds that 
the delay and cancellation provisions in the PPA are reasonable. 
 

B.5. Summary of Evaluation 
 
The Department evaluated the Cottage Grove BESS PPA using the criteria established in the 
Commission’s April 21, 2025 Order in Docket Nos. E002/CN-23-212 and E002/RP-24-67.42 The 
Department concludes that, within the broader context of the projects that the Commission short-
listed in its Order,43 and considering the market challenges impacting negotiations, the pricing in the 
PPA is reasonable. The PPA also has sufficient terms to ensure performance of the facility and protect 
ratepayers from paying for non-deliverable capacity. These terms include the CAF, round-trip efficiency 
adjustment, and testing protocols. The PPA satisfactorily protects ratepayers from risks and unknown 
costs through the security fund, [TRADE SECRET DATA HAS BEEN EXCISED] and project milestones. 
Since the PPA involves constructing a new BESS facility, delay and cancellation provisions are a key 
component of the PPA. The PPA includes reasonable terms to enforce key deadlines as well as 
comprehensive seller default provisions. 

C. FCR RECOVERY 

The Petition Supplement requests the Commission authorize the Company to recover, through the 
FCR, pursuant to Minn. Stat. § 216B.16 subd. 7(3), the Minnesota jurisdictional portion of the costs 
incurred under the PPAs from Minnesota retail customers.44 Specifically, Xcel states: 
 

Because the project satisfies the conditions of a qualifying facility, the 
Company plans to recover the costs of this agreement through our Fuel 
Clause Rider.45 

 
The Department notes that energy costs incurred by PPAs are recovered via Xcel’s FCR. Capacity costs 
due to PPAs are included in base rates and are also addressed in a capacity tracker for a true-up of 
base rate recovery to actuals. It is unclear whether the monthly capacity payments in the Cottage 
Grove BESS PPA are included in the costs that Xcel plans to recover through the FCA. Since these 
payments are capacity costs, the Department’s understanding is that they are addressed in base rates 
and the capacity tracker, and not eligible for FCR recovery. The energy costs recoverable via Xcel’s FCR 
could include the cost of energy that Xcel buys to charge the BESS, less the revenue from the 
discharging energy that Xcel sells. Energy costs could also include excess throughput payments if Xcel 
incurs these charges.  

D. COMMISSION NOTICE 

D.1. Approve the PPAs? 
 

42 Order at 23. 
43 Ibid. 
44 Petition Supplement at 9. 
45 Ibid. 
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According to the Notice, the first topic open for comment is “Should the Commission approve the 
Purchased Power Agreement (PPA)?” 
 
The Department recommends that the Commission approve the Cottage Grove BESS PPA. 
 

D.2. Authorizing Fuel Clause Recovery 
 
According to the Notice, the second topic open for comment is “Should the Commission authorize the 
Company to recover the Minnesota jurisdictional portion of the costs incurred under the PPA from 
Minnesota retail customers?” 
 
Minn. Stat. § 216B.16 subd. 7(3) states that:  

[…] the Commission may permit a public utility to file rate schedules 
containing provisions for the automatic adjustment of charges for public 
utility service in direct relation to changes in […] costs for fuel used in 
generation of electricity.46 

As discussed in Section C, the Department’s understanding is that only energy costs are eligible for 
recovery through Xcel’s FCR, and that capacity costs are addressed in base rates and the capacity 
tracker. The Department recommends that Xcel clarify in reply comments whether it is requesting to 
recover capacity payments through the FCR. If it is requesting to recover capacity payments through 
the FCR, the Department recommends that Xcel provide a justification for the eligibility of these costs 
for FCR recovery. 
 

D.3. Other Issues 
 
According to the Notice, the third topic open for comment is “Are there any other topics related to this 
matter?” 
 
The Department has no other issues or concerns. 
 
 

IV. DEPARTMENT RECOMMENDATIONS  

Based on analysis of the information in the record, the Department has prepared recommendations, 
which are provided below. The recommendations correspond to the subheadings of Section III above. 

E. COMMISSION NOTICE 

 

46 Minn. Stat. § 216B.16, subd. 7 (2025). 

https://www.revisor.mn.gov/statutes/cite/216B.16#stat.216B.16.7
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E.1.  Approve the PPAs?  
 

• The Department recommends that the Commission approve the Cottage Grove BESS PPA.  
 

E.2. Authorizing Fuel Clause Recovery 
 

• The Department recommends that Xcel clarify in reply comments whether it is requesting to 
recover capacity payments through the FCR. If it is requesting to recover capacity payments 
through the FCR, the Department recommends that Xcel provide a justification for the eligibility 
of these costs for FCR recovery. 
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December 23, 2025									PUBLIC DOCUMENT





Sasha Bergman
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101-2147  





RE:	PUBLIC Comments of the Minnesota Department of Commerce

[bookmark: _Hlk216704147]	Docket No.  E002/CN-23-212, E002/RP-24-67





Dear Ms. Bergman,



Attached are the PUBLIC comments of the Minnesota Department of Commerce (Department) in the following matter:

In the Matter of Northern States Power Company, doing business as Xcel Energy, Petition for Approval of a Purchased Power Agreement with Panamint for the Cottage Grove Battery Energy Storage System Project.

The Petition Supplement was filed by Xcel Energy on December 5, 2025.



The Department recommends that the Commission approve the Cottage Grove BESS PPA. The Department also recommends that Xcel file additional information regarding its Fuel Clause Rider recovery request. The Department is available to answer any questions the Minnesota Public Utilities Commission may have.





Sincerely,







/s/ Dr. SYDNIE LIEB  

Assistant Commissioner of Regulatory Analysis   
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Before the Minnesota Public Utilities Commission

		PUBLIC Comments of the Minnesota Department of Commerce



Docket No. E002/CN-23-212, E002/RP-24-67





[bookmark: _Toc174055957]INTRODUCTION 

The Minnesota Public Utilities Commission’s (Commission) April 21, 2025 Order Approving Settlement Agreement with Modifications at points 11 to 17 selected projects for the short list in this proceeding.[footnoteRef:2] This short list included several projects involving power purchase agreements (PPA), which the Commission approved to proceed to the PPA negotiation phase. National Grid Renewables Development, LLC subsequently withdrew one of these short-listed PPA projects, the Plum Creek Wind + Storage project.[footnoteRef:3] The Plum Creek Wind + Storage project would have consisted of a new 230 MW wind generating system and a 150 MW/ 600 MWh battery energy storage system (BESS) anticipated to begin operation in late 2028.[footnoteRef:4] [2:  In the Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 Megawatts of Firm Dispatchable Generation, Order Approving Settlement Agreement With Modifications, April 21, 2021, Docket No. E002/CN-23-212, (eDockets) 20254-217941-01 (hereinafter “Order”) at 23.]  [3:  National Grid Renewables Development, LLC, Letter, April 25, 2025, Docket No. E002/CN-23-212, (eDockets) 20254-218155-01.]  [4:  Department, Environmental Report, November 25, 2024, Docket No. E002/CN-23-212, (eDockets) 202411-212386-01 at 4.] 




In the initial Petition, Xcel requested approval of PPAs for the following three of the remaining short-listed projects: [footnoteRef:5] [5:  Xcel Energy, Petition, September 29, 2025, Docket No. E002/CN-23-212, (eDockets) 20259-223366-01 (hereinafter, “Petition”).] 




Invenergy – Cannon Falls: an existing 357 MW gas-fired facility;

Onward – Mankato Energy Center: an existing 375 MW gas-fired combined cycle facility and a new BESS; and

DESRI – North Star Energy: a new 100 MW BESS.



In its Petition Xcel also stated that it was actively pursuing alternative projects to replace the withdrawn Plum Creek Wind + Storage project bid.[footnoteRef:6] In its Petition Supplement, Xcel identifies Panamint – Cottage Grove BESS as the replacement project.[footnoteRef:7] The Cottage Grove BESS project is a new 80 MW/ 320 MWh BESS co-located at the existing Cottage Grove Cogeneration facility, a 265 MW combined-cycle gas turbine plant.[footnoteRef:8] The project has an expected commercial operation date (COD) of June 1, 2028.[footnoteRef:9] [6:  Petition at 3.]  [7:  Xcel Energy, Petition Supplement, December 5, 2025, Docket No. E002/CN-23-212, (eDockets) 202512-225594-01 (hereinafter, “Petition Supplement”).]  [8:  Petition Supplement at 2.]  [9:  Id., at 3.] 




In the Petition Supplement Xcel specifically requests that the Commission:[footnoteRef:10] [10:  Id., at 9-10.] 




approve the proposed Panamint – Cottage Grove BESS PPA;

authorize Xcel to recover, through the Fuel Clause Rider (FCR), pursuant to Minn. Stat. § 216B.16 subd. 7(3), the Minnesota jurisdictional portion of the costs incurred under the PPAs; and

establish a procedural schedule such that the Commission may complete deliberations by mid- January 2026.

[bookmark: _Toc174055958]PROCEDURAL BACKGROUND  

		April 21, 2025

		The Commission issued the Order approving a settlement of Xcel’s resource plan proceeding and a short list in Xcel’s process to acquire 800 MW of firm dispatchable generation.[footnoteRef:11] [11:  Order at 23.] 






		April 25, 2025

		National Grid Renewables Development, LLC filed a letter stating that the Plum Creek Wind + Storage Project, which was on the approved short list, was being withdrawn.[footnoteRef:12] [12:  National Grid Renewables Development, LLC, Letter, April 25, 2025, Docket No. E002/CN-23-212, (eDockets) 20254-218155-01.] 






		September 29, 2025

		Xcel filed its Petition requesting approval of the PPAs for three of the remaining projects on the short list and stating that it was actively pursuing alternative projects to replace the withdrawn Plum Creek project.[footnoteRef:13]  [13:  Petition.] 






		November 3, 2025

		The Department filed comments on Xcel’s Petition.[footnoteRef:14] [14:  Department, Comments, November 3, 2025, Docket No. E002/CN-23-212, (eDockets) 202511-224596-02.] 






		December 5, 2025

		Xcel filed the Petition Supplement identifying Cottage Grove BESS as its proposed replacement for the withdrawn Plum Creek project and requesting the Commission find the Cottage Grove BESS PPA to be in the public interest and to authorize the Company to recover costs through the FCR. [footnoteRef:15]  [15:  Petition Supplement.] 






		December 9, 2025

		The Commission issued its Notice of Comment Period.[footnoteRef:16] [16:  Notice of Comment Period, December 9, 2025, Docket No. E002-CN-23-212, (eDockets) 202512-225656-01.

] 








According to the Notice, the topics open for comment are: 

Should the Commission approve the Purchased Power Agreement (PPA)?

Should the Commission authorize the Company to recover the Minnesota jurisdictional portion of the costs incurred under the PPA from Minnesota retail customers?

Are there any other topics related to this matter?



Department analysis 

ENCOMPASS EVALUATION

Xcel conducted updated EnCompass modeling to evaluate the benefits of the Cottage Grove BESS project.[footnoteRef:17] The Company compared its baseline capacity expansion plan to an updated capacity expansion plan in which the Cottage Grove BESS project is forced into the model. The baseline capacity expansion plan included the solar and storage projects in Xcel’s 2024 RFP portfolio,[footnoteRef:18] Xcel’s latest load forecast, and production tax credits (PTC) only through 2030.[footnoteRef:19]  [17:  Petition Supplement at 6-8.]  [18:  In the Matter of Northern States Power Company’s, d/b/a Xcel Energy, Petition for Approval of a Solar and Storage Portfolio, Xcel Energy, Petition, October 31, 2025, Docket No. E002/M-24-230, (eDockets) 202510-224560-02.]  [19:  Petition Supplement at 7.] 




The Petition Supplement at Table 3 presents the present value of social costs (PVSC) and present value of revenue requirement (PVRR) from the baseline and Cottage Grove BESS capacity expansion plans produced by EnCompass.[footnoteRef:20] The Cottage Grove BESS project adds $300 million to the PVRR and $5 million to the PVSC. These additional costs represent 0.465% and 0.006% of the total baseline PVRR and PVSC, respectively. The Department notes that the PVSC consists of the PVRR plus the regulatory and environmental costs of CO2 emissions. Therefore, since the PVSC impact is smaller than the PVRR impact, the Department concludes that Cottage Grove BESS decreases Xcel’s total modeled CO2 emissions, and thus regulatory and environmental costs. Given that the PVSC impact is minimal and likely within the margin of error of the model, the Department agrees that the EnCompass modeling results demonstrate a reasonable cost impact associated with the Cottage Grove BESS PPA pricing. [20:  Id., at 8.] 


PPA REVIEW

In its Order Approving Settlement Agreement With Modifications, the Commission provided direction on the issues to be evaluated in reviewing PPAs for the short-listed projects:



19. The evaluation of these non-utility bidders’ projects PPAs as contemplated in the settlement agreement will include, but not be limited to, whether:

a. the prices and terms put ratepayers at risk for costs that are higher than bid or for benefits assumed in bids that do not materialize;

b. the agreements had terms which sufficiently protected ratepayers from risks associated with the non-deliverability of accredited capacity and/or energy from the project(s) as proposed;

c. the terms of any agreements that inappropriately shifted risk or unknown costs to ratepayers; and

d. the reasonableness of delay and cancellation provisions.[footnoteRef:21] [21:  Order at 23.] 




The Commission’s Notice of Comment Period for the Petition Supplement does not explicitly reference this Order Point. However, given that the Cottage Grove BESS project is intended to replace a project included in the Commission’s short list, the Department concludes that it is appropriate to consider those four issues in the following sections to evaluate whether the Commission should approve the Cottage Grove BESS PPA.



B.1. 	Pricing Evaluation



The first issue listed in the Order’s point 19 is if the prices and terms put ratepayers at risk for costs that are higher than bid or for benefits assumed in bids that do not materialize.[footnoteRef:22] Also, related to pricing, the Order at point 1b states that costs must be capped at bid amounts as of October 2, 2024.[footnoteRef:23] However, increases above the bid amount are allowed if Xcel demonstrates by substantial evidence that the added costs were caused by events outside of Xcel’s control and are otherwise prudent.[footnoteRef:24]  [22:  Ibid.]  [23:  Order at 21-22.]  [24:  Ibid.] 




The Cottage Grove BESS PPA includes fixed capacity payments of [TRADE SECRET DATA HAS BEEN EXCISED].[footnoteRef:25] Since the Cottage Grove BESS project was not included in the original bids as of October 2, 2024, the Department is unable to directly address Order point 1b. However, since the Cottage Grove BESS project is intended to replace the withdrawn Plum Creek project, the Department instead compares the pricing in the Cottage Grove BESS PPA to (1) the pricing in the Plum Creek bid filed on July 23, 2024[footnoteRef:26] and (2) the pricing in the PPA for North Star BESS, a comparable BESS project short-listed in the Order and for which Xcel requested approval in its initial Petition.[footnoteRef:27] See Table 1 below for this comparison. [25:  Petition Supplement at 3.]  [26:  National Grid Renewables Development, LLC, Cover Letter – NGRD Initial Bid Submission, July 23, 2024, Docket No. E002/CN-23-212, (eDockets) 20247-208869-02 (henceforth referred to as “NGR  Bid”).]  [27:  See Petition at Attachment D.] 




[TRADE SECRET DATA HAS BEEN EXCISED



Table 1. Comparison of Cottage Grove BESS pricing to Plum Creek and North Star BESS.

		Project

		Capacity

		Bid price as of October 2, 2024

		PPA price

		Price adjustment provisions



		







The Cottage Grove BESS pricing of [TRADE SECRET DATA HAS BEEN EXCISED] is [TRADE SECRET DATA HAS BEEN EXCISED] the pricing for the storage component of the Plum Creek project in National Grid Renewables, LLC’s bid. The Department notes that these two projects are not directly comparable, as the planned Plum Creek project would have included nearly twice the storage capacity of Cottage Grove BESS. Additionally, Plum Creek would have included storage and wind components, both of which were to be built as new facilities. These project components may have resulted in a different pricing structure compared to the Cottage Grove BESS project, which consists of building a new BESS facility at an existing combined-cycle gas plant site. Despite these differences, the Department notes that the Cottage Grove BESS project is proposed as a replacement for the Plum Creek project, so it is important to consider the pricing differences between the two projects.



The Department also compares the Cottage Grove BESS pricing to the pricing in the North Star BESS PPA, of which Xcel filed for approval in its initial Petition.[footnoteRef:28] The North Star BESS bid included pricing for an 80 MW facility (the same capacity as Cottage Grove) and an alternative 50 MW facility; the North Star BESS PPA included pricing for a 100 MW facility and an alternative 80 MW facility[footnoteRef:29]. The Cottage Grove BESS PPA pricing of [TRADE SECRET DATA HAS BEEN EXCISED] is [TRADE SECRET DATA HAS BEEN EXCISED] the original bid pricing for the 80 MW North Star BESS and [TRADE SECRET DATA HAS BEEN EXCISED] the final pricing in the North Star BESS PPA. The North Star BESS PPA includes a provision allowing an increase in the capacity payment rate of up to 20%, which would raise the payment rate to [TRADE SECRET DATA HAS BEEN EXCISED] in the event of certain new trade measures such as increased tariffs on critical equipment.[footnoteRef:30] The Cottage Grove BESS PPA [TRADE SECRET DATA HAS BEEN EXCISED] [28:  Petition at Attachment D.]  [29:  Ibid.]  [30:  Petition at 32.] 




Although [TRADE SECRET DATA HAS BEEN EXCISED] the Department notes that, as Xcel discussed in both its initial Petition[footnoteRef:31] and the Petition Supplement,[footnoteRef:32] several emerging market challenges influenced PPA negotiations. The Cottage Grove BESS PPA includes [TRADE SECRET DATA HAS BEEN EXCISED] Therefore, the Department concludes that the PPA offers reasonable pricing and does not put ratepayers at substantial risk related to cost. [31:  Id., at 6-13.]  [32:  Petition Supplement at 6.] 




The Department also reviewed the PPA’s excess throughput payment provision, since this provision introduces potential additional costs based on Xcel’s operation of the Cottage Grove BESS. The PPA sets an annual throughput limit of [TRADE SECRET DATA HAS BEEN EXCISED]. Energy discharged in excess of this limit incurs an additional charge of [TRADE SECRET DATA HAS BEEN EXCISED]. However, [TRADE SECRET DATA HAS BEEN EXCISED]. The Department concludes that the excess throughput payment provision does not introduce significant risk to ratepayers.







Evaluation of Deliverability Protections



The second issue listed in the Order’s point 19 is if the PPAs had terms that sufficiently protected ratepayers from risks associated with the non-deliverability of accredited capacity and/or energy from the project(s) as proposed.[footnoteRef:33] [33:  Order at 23.] 




The Cottage Grove BESS PPA protects ratepayers from the non-deliverability of capacity and energy via the capacity availability factor (CAF).[footnoteRef:34] The CAF adjusts the monthly capacity payment to ensure that Xcel only pays for the actual available capacity of the BESS by reducing the capacity payments to account for unavailability due to forced outages or underperformance. [TRADE SECRET DATA HAS BEEN EXCISED] [34:  Petition Supplement at 3.] 




Details on the CAF calculation, and how it is applied to the payment structure, can be found in [TRADE SECRET DATA HAS BEEN EXCISED] The PPA requires that the CAF [TRADE SECRET DATA HAS BEEN EXCISED]



The PPA also includes ratepayer protection from the non-deliverability of capacity due to variation in the BESS round-trip efficiency. If the facility’s round-trip efficiency is found to be lower than the guaranteed value in [TRADE SECRET DATA HAS BEEN EXCISED] then a round-trip efficiency adjustment is used to reduce the capacity payment.[footnoteRef:35] This adjustment considers [TRADE SECRET DATA HAS BEEN EXCISED ] [35:  Petition Supplement at 4. ] 




The PPA requires [TRADE SECRET DATA HAS BEEN EXCISED]



The Department concludes that the PPA sufficiently protects ratepayers from risks associated with the non-deliverability of capacity and energy from the Cottage Grove BESS.



Risk Evaluation



The third issue listed in the Order’s point 19 is if the terms of any agreements inappropriately shifted risk or unknown costs to ratepayers.[footnoteRef:36] [36:  Order at 23.] 




The Department reviewed the Cottage Grove BESS PPA and found several provisions designed to protect ratepayers from risks and unknown costs. Since this project involves building a new BESS facility, construction delays and failure to meet the target commercial operation date (COD) are key risks addressed in the PPA. These risks are handled by the provisions reviewed in section B.5 below. The delay and cancellation provisions provide sufficient protections including liquidated delay damages paid to Xcel in the event of a delay. Xcel is permitted to draw these and other damages from a security fund that the Seller is required to establish and maintain.[footnoteRef:37] Additional terms protecting ratepayers from risks and unknown costs include the following: [37:  Petition Supplement at 5.] 




Xcel owns environmental attributes.[footnoteRef:38] [38:  Ibid.] 


If the Seller fails to respond to a dispatch notice, then resulting penalties assessed by the market operator are passed to the Seller.[footnoteRef:39] [39:  Id., at 4.] 


The required security fund [TRADE SECRET DATA HAS BEEN EXCISED]



The Department notes that [TRADE SECRET DATA HAS BEEN EXCISED ]



The Department finds that the PPA does not shift any significant risks or unknown costs to ratepayers, and that it includes sufficient provisions protecting ratepayers from risks and unknown costs.



Evaluation of Timeliness Provisions



The fourth issue listed in the Order’s point 19 is the reasonableness of delay and cancellation provisions.[footnoteRef:40] [40:  Order at 23.] 




The Cottage Grove BESS PPA establishes a target COD of June 1, 2028[footnoteRef:41] and sets deadlines for critical path development (CPD) milestones that the Seller is required to meet, subject to liquidated delay damages.[footnoteRef:42] These CPD milestones include: [41:  Petition Supplement at 3.]  [42:  Id., at 4.] 




[TRADE SECRET DATA HAS BEEN EXCISED]



The PPA also provides a list of [TRADE SECRET DATA HAS BEEN EXCISED]



CPD deadlines and the target COD [TRADE SECRET DATA HAS BEEN EXCISED]



If the Seller fails to meet a CPD deadline or the COD [TRADE SECRET HAS BEEN EXCISED] then Xcel has the right to terminate the PPA and collect liquidated damages in the amount of [TRADE SECRET DATA HAS BEEN EXCISED] from the Seller.



The PPA also includes cancellation provisions regarding [TRADE SECRET DATA T HAS BEEN EXCISED]



Additional details on delay and cancellation provisions can be found in:

[TRADE SECRET DATA HAS BEEN EXCISED]



The Department’s review of these sections did not reveal any risks of note. The Department finds that the delay and cancellation provisions in the PPA are reasonable.



Summary of Evaluation



The Department evaluated the Cottage Grove BESS PPA using the criteria established in the Commission’s April 21, 2025 Order in Docket Nos. E002/CN-23-212 and E002/RP-24-67.[footnoteRef:43] The Department concludes that, within the broader context of the projects that the Commission short-listed in its Order,[footnoteRef:44] and considering the market challenges impacting negotiations, the pricing in the PPA is reasonable. The PPA also has sufficient terms to ensure performance of the facility and protect ratepayers from paying for non-deliverable capacity. These terms include the CAF, round-trip efficiency adjustment, and testing protocols. The PPA satisfactorily protects ratepayers from risks and unknown costs through the security fund, [TRADE SECRET DATA HAS BEEN EXCISED] and project milestones. Since the PPA involves constructing a new BESS facility, delay and cancellation provisions are a key component of the PPA. The PPA includes reasonable terms to enforce key deadlines as well as comprehensive seller default provisions. [43:  Order at 23.]  [44:  Ibid.] 


FCR RECOVERY

The Petition Supplement requests the Commission authorize the Company to recover, through the FCR, pursuant to Minn. Stat. § 216B.16 subd. 7(3), the Minnesota jurisdictional portion of the costs incurred under the PPAs from Minnesota retail customers.[footnoteRef:45] Specifically, Xcel states: [45:  Petition Supplement at 9.] 




Because the project satisfies the conditions of a qualifying facility, the Company plans to recover the costs of this agreement through our Fuel Clause Rider.[footnoteRef:46] [46:  Ibid.] 




The Department notes that energy costs incurred by PPAs are recovered via Xcel’s FCR. Capacity costs due to PPAs are included in base rates and are also addressed in a capacity tracker for a true-up of base rate recovery to actuals. It is unclear whether the monthly capacity payments in the Cottage Grove BESS PPA are included in the costs that Xcel plans to recover through the FCA. Since these payments are capacity costs, the Department’s understanding is that they are addressed in base rates and the capacity tracker, and not eligible for FCR recovery. The energy costs recoverable via Xcel’s FCR could include the cost of energy that Xcel buys to charge the BESS, less the revenue from the discharging energy that Xcel sells. Energy costs could also include excess throughput payments if Xcel incurs these charges. 

COMMISSION NOTICE

Approve the PPAs?



According to the Notice, the first topic open for comment is “Should the Commission approve the Purchased Power Agreement (PPA)?”



[bookmark: _Hlk216785198]The Department recommends that the Commission approve the Cottage Grove BESS PPA.



Authorizing Fuel Clause Recovery



According to the Notice, the second topic open for comment is “Should the Commission authorize the Company to recover the Minnesota jurisdictional portion of the costs incurred under the PPA from Minnesota retail customers?”



Minn. Stat. § 216B.16 subd. 7(3) states that: 

[…] the Commission may permit a public utility to file rate schedules containing provisions for the automatic adjustment of charges for public utility service in direct relation to changes in […] costs for fuel used in generation of electricity.[footnoteRef:47] [47:  Minn. Stat. § 216B.16, subd. 7 (2025).] 


As discussed in Section C, the Department’s understanding is that only energy costs are eligible for recovery through Xcel’s FCR, and that capacity costs are addressed in base rates and the capacity tracker. The Department recommends that Xcel clarify in reply comments whether it is requesting to recover capacity payments through the FCR. If it is requesting to recover capacity payments through the FCR, the Department recommends that Xcel provide a justification for the eligibility of these costs for FCR recovery.



Other Issues



According to the Notice, the third topic open for comment is “Are there any other topics related to this matter?”



The Department has no other issues or concerns.





[bookmark: _Toc174055968]DEPARTMENT RECOMMENDATIONS 

Based on analysis of the information in the record, the Department has prepared recommendations, which are provided below. The recommendations correspond to the subheadings of Section III above.

1. COMMISSION NOTICE

 Approve the PPAs? 



The Department recommends that the Commission approve the Cottage Grove BESS PPA. 



Authorizing Fuel Clause Recovery



The Department recommends that Xcel clarify in reply comments whether it is requesting to recover capacity payments through the FCR. If it is requesting to recover capacity payments through the FCR, the Department recommends that Xcel provide a justification for the eligibility of these costs for FCR recovery.





Docket No. E002/CN-23-212, E002/RP-24-67					PUBLIC DOCUMENT

Analyst(s) assigned: Taryn Waite, Steve Rakow
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