
                              
 

   

 

December 10, 2025 

Sasha Bergman, Executive Secretary 

Minnesota Public Utilities Commission 

121 7th Place East, Suite 350 

St. Paul, MN 55101-2147 

 

RE: Initial Comments of Center for Energy and Environment in the Matter of Northern States 

Power Company, dba Xcel Energy, Petition for Approval of Capacity*Connect, a Distributed 

Capacity Procurement (DCP) Program 

Docket Number: E002/M-25-378 

 

Ms. Bergman, 

Center for Energy and Environment (“CEE”) appreciates the opportunity to provide Initial 

Comments in response to the Minnesota Public Utilities Commission (“Commission”) Notice of 

Comment Period issued on October 16, 2025, regarding whether the Commission should 

approve Xcel Energy’s proposed implementation of Phase 2 of its Capacity*Connect program. 

In the comments below, CEE supports approval of Xcel Energy’s proposed Distributed Energy 

Resources Management System budget, roadmap, and proposed use cases, and offers general 

support for the full Capacity*Connect proposal. CEE looks forward to further discussions with 

parties as the proceeding progresses and intends to provide final recommendations in reply or 

supplemental comments.  

 

Please do not hesitate to contact me with any questions. 

Sincerely, 

/s/ Will Nissen 

Director of Policy 

Center for Energy and Environment 

wnissen@mncee.org  
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Petition Summary 

On October 3, 2025, Xcel Energy (“Xcel” or “Company”) filed a petition for approval of Phase 2 

of the Company’s Capacity*Connect (“C*C”) program proposal, which encompasses 

deployment of approximately 50-200 MW of Xcel-owned and operated front-of-the-meter 

(“FTM”) battery energy storage systems (“BESS”) by the end of 2028. The proposal also includes 

a summary and roadmap for deployment of different stages and applications of the Company’s 

Distributed Energy Resource Management System (“DERMS”).  

Xcel provided an estimated budget for the proposal ranging from approximately $152 million 

for 50 MW of BESS deployment to $430 million for 200 MW of BESS deployment through 2028. 

Of those totals, Xcel proposed a $2.9 million budget to implement a limited Grid DERMS 

application through the program. The Company proposed to recover costs from the 

Capacity*Connect program through the Renewable Energy Standard (“RES”) Rider. 

Capacity*Connect Proposal 

Center for Energy and Environment (“CEE”) is a nonprofit organization whose core mission is to 

discover and deploy the most effective energy solutions that strengthen the economy and 

improve the environment, with a vision toward a healthy, carbon-neutral economy that works 

for all people. CEE approaches the Capacity*Connect program from the lens of identifying and 

implementing grid management solutions that cost-effectively integrate distributed energy 

resources (“DER”) into utility operations in a way that optimizes value and mitigates costs on 

the system.  

CEE broadly supports the integration of BESS into utility resource mixes and operations as 

another tool to safely, reliably, and affordably manage the grid while enabling broader 

integration of DERs and reducing emissions. Notably, CEE views Phase 2 of the 

Capacity*Connect proposal from Xcel as one application of BESS on the Company’s system: 

namely, a front-of-the-meter utility-owned and operated resource. To CEE, the goal of the 

Capacity*Connect proposal is to optimize the application of this specific resource, which largely 

entails deployment of an array of 1-3 MW BESS across the distribution system, to realize 

benefits to the utility system and gain learnings for future scaling of the program. As stated by 

Xcel: 

BESS strategically deployed on the distribution system can provide system value 

across a range of use cases when integrated with Company planning, 

engineering, and operational functions. When these assets are sited, installed, 

and dispatched in a coordinated manner, they have the potential to meet 

customer needs and benefit the grid. Realizing the full value of C*C depends not 

only on the underlying assets themselves, but also on the ability to strategically 

site and effectively integrate them into the Company’s grid planning and 

operations. Absent strategic deployment in target locations, coordinated control 
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and dispatch, and total visibility, non-utility-owned resources could deliver, at 

best, a portion of the anticipated system and customer benefits.1 

CEE finds this argument compelling. This is the first time a utility in Minnesota has proposed to 

place medium-sized BESS on the distribution system to manage distribution assets and loads, 

incorporate DERs into system planning and operations, and realize benefits from coordination 

between the bulk system and distribution system. It is critical to ensure that this first step is 

implemented cost-effectively and that the benefits to the system and customers are realized as 

Xcel pursues state policy goals. In a broad sense, the C*C proposal largely aligns with CEE’s 

general philosophy and approach of piloting, learning from, and implementing new programs, 

technologies, and approaches through central utility planning in a regulated structure with 

accountable outcomes. 

CEE looks forward to continued engagement with parties on the full Capacity*Connect proposal 

as this proceeding progresses. 

DERMS Implementation 

The Minnesota Public Utilities Commission (“Commission”) Order issued September 16, 2024, in 

Xcel’s 2023 Integrated Distribution Plan required the Company to file a detailed roadmap for 

DERMS deployment that addresses a list of questions intended to ensure steady and 

transparent implementation of DERMS due to the “crucial role that DERMS will likely play in the 

future of the distribution system.”2 In the Company’s C*C proposal filing, and in its 2025 

Integrated Distribution Plan filed October 31, 2025, in Docket No. E002/M-25-142, Xcel 

provided a DERMS roadmap that addressed the questions required by the Commission. 

CEE notes that Xcel is asking for budget approval of $2.9 million for just the limited Grid DERMS 

implementation in its C*C proposal that would apply to the C*C program, flexible 

interconnection, and flexible energization as described in the filing.3 CEE supports approval of 

the budget and use cases for the limited Grid DERMS implementation proposal as indicated in 

Question 3 of the Commission’s Notice of Comment Period issued October 16, 2025. 

In addition, CEE appreciates and supports Xcel’s comprehensive, methodical, and phased 

approach to implementing DERMS at scale through its planned roadmap. CEE asserts that Xcel’s 

broader roadmap as proposed will create operational flexibility to generate multiple value 

streams as distributed energy resources expand on the Company’s system. In addition, key 

components of the roadmap are supported by a report issued in March 2025 by the Smart 

 
1 Request for Approval of Capacity*Connect. Filed by Xcel Energy on October 3, 2025, in Docket No. E002/M-25-
378. Page 42. 
2 Order Accepting 2023 Integrated Distribution Plan and Modifying Reporting Requirements. Issued by the 
Minnesota Public Utilities Commission on September 16, 2024, in Docket No. E002/M-23-452. Page 18. 
3 Request for Approval of Capacity*Connect. Filed by Xcel Energy on October 3, 2025, in Docket No. E002/M-25-
378. Attachment D, page 12. 
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Electric Power Alliance (SEPA) titled “Decoding DERMS: Options for the Future of DER 

Management” as discussed below.4 

Implementation Flexibility 

Both Xcel’s DERMS roadmap and the SEPA report highlight the different types of DERMS that 

utilities can acquire and implement. Xcel’s roadmap labels and describes these as follows:  

• Grid DERMS: intended for managing FOM resources for monitoring, control, and 

coordination of DERs. Limited applications include flexible interconnection to potentially 

reduce interconnection costs and timelines for customers, flexible energization to 

manage load during capacity-constrained periods, and deployment of BESS assets 

through Capacity*Connect.5  

 

• Aggregator DERMS: intended for scaling and integration of a broad range of behind-the-

meter (BTM) resources like solar and demand response assets and providing improved 

visibility and control for peak load management and other grid services.6  

 

• Enterprise DERMS: intended to integrate Grid DERMS and Aggregator DERMS with other 

utility systems and operations to support efficient grid operation and asset utilization, 

enhance grid resiliency and reliability, and better enable DER participation in energy 

markets.7 

Each of these DERMS components is intended to address specific challenges at specific scales 

through a specific application, culminating in the integration of the tools into a new 

comprehensive system. Importantly, Xcel has proposed implementing these in phases over 

time, an approach supported by a hypothetical example of two utilities in the SEPA report.8 

In the example, both utilities set out to use DERs to address anticipated system capacity 

challenges and identify the need for DERMS to support that effort. The first utility tries to 

develop, propose, and implement a complete DERMS system all at once, going through a years-

long process only to find there is no “one size fits all” approach for effectively managing all 

DERs at scale. The second utility identifies a specific DER opportunity through thermostat and 

battery demand response programs, which leads to development of a tailored DERMS platform, 

 
4 Decoding DERMS: Options for the Future of DER Management. Published in March 2025 by the Smart Electric 
Power Alliance. https://sepapower.org/resource/decoding-derms-options-for-the-future-of-der-management/. 
SEPA is a 501(c)3 nonprofit organization with over 1,000 members whose mission is to accelerate the electric 
power industry’s transformation to a modern energy future through education, research, standards, and 
collaboration. 
5 Request for Approval of Capacity*Connect. Filed by Xcel Energy on October 3, 2025, in Docket No. E002/M-25-
378. Attachment D, page 12. 
6 Id. Attachment D, pages 12-13. 
7 Id. Attachment D, page 2. 
8 SEPA Report. Page 21. 

https://sepapower.org/resource/decoding-derms-options-for-the-future-of-der-management/
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which is then scaled to meet broader system needs over time. In the end, the second utility has 

a comprehensive and sophisticated DERMS solution while the first utility is left with nothing.  

As stated in the report, “by adopting a pragmatic, step-by-step approach to DERMS 

implementation, utilities can navigate the complexities of the evolving energy landscape while 

meeting the needs of regulators and customers.”9 Xcel has adopted a similar approach as 

described in the proposal: 

The Company has adopted an incremental implementation strategy for DERMS. 

Over time, this experience will support the development of more advanced 

capabilities and enable broader integration of DERMS technologies and 

organizational maturity. The gradual rollout also ensures that the adoption of a 

new, integrated approach, combining technology, people, processes, and 

organizational efficiencies, is implemented in a way that maintains the safety, 

reliability, and stability of the electric grid. This approach reflects a meaningful 

shift in how the company manages its distribution systems, moving toward a 

more integrated model. By progressing deliberately, the company can mitigate 

operational risks while positioning itself to fully capitalize on DERs as the 

programs continue to evolve and mature.10 

This gradual and flexible approach is even more important given changing policies and markets 

around demand response and other DERs. For example, the Midcontinent Independent System 

Operator (MISO) is currently changing a variety of rules related to load-modifying resources like 

demand response and BTM energy storage for both the 2026/2027 and 2028/2029 Planning 

Years.11 These changing rules are in addition to MISO’s ongoing development and 

implementation of Distributed Energy Resource Aggregator tariffs in response to Federal 

Energy Regulatory Commission (FERC) Order 2222.12 As these proposed changes are reviewed 

and approved by FERC, DERMS capabilities that allow for flexible interaction with MISO energy 

and capacity markets will be critical to enabling DER value streams. 

In addition, specific DER technologies, capabilities, and applications will also continue to evolve. 

For example, growing adoption of air source heat pumps (ASHPs) will continue driving cooling 

savings during utility summer peaks and increase electric loads during utility winter peaks. In 

instances where ASHPs are combined with a backup heating system like a natural gas furnace, 

known as dual fuel applications, dynamic utility-led load control of the electric ASHP system by 

 
9 SEPA Report. Page 21. 
10 Request for Approval of Capacity*Connect. Filed by Xcel Energy on October 3, 2025, in Docket No. E002/M-25-
378. Page 28. 
11 LMR Enhancements and Testing Provisions, RASC-2019-9. Presentation from MISO given July 9, 2025. 
https://cdn.misoenergy.org/20250709%20RASC%20Item%2007b-
c%20LMR%20Enhancements%20Near%20Term%20Filings%20(RASC-2019-9)706009.pdf  
12 Dashboard of MISO filings and activities related to Distributed Energy Resources – FERC Order 2222 Compliance. 
https://www.misoenergy.org/engage/MISO-Dashboard/distributed-energy-resources/  

https://cdn.misoenergy.org/20250709%20RASC%20Item%2007b-c%20LMR%20Enhancements%20Near%20Term%20Filings%20(RASC-2019-9)706009.pdf
https://cdn.misoenergy.org/20250709%20RASC%20Item%2007b-c%20LMR%20Enhancements%20Near%20Term%20Filings%20(RASC-2019-9)706009.pdf
https://www.misoenergy.org/engage/MISO-Dashboard/distributed-energy-resources/
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switching to the gas furnace during constrained peak times could provide valuable grid 

management opportunities during winter peak events. Implementing a DERMS system that can 

manage this resource at scale will give the Company another tool to optimize value in an 

evolving energy transition. 

Enabling Multiple Value Streams 

Utilities have different system characteristics and market interactions that create unique 

opportunities for DERs to solve challenges and provide a variety of value streams. It is unlikely 

that each utility in Minnesota will capture all of these value streams at once, but a flexible 

DERMS platform can optimize the right DERs at the right time and place to deliver value to the 

utility and its customers. 

The SEPA report characterizes some of the value streams resulting from DERMS 

implementation in the chart below. The report also emphasizes that utilities should quantify 

the benefits from DERMS investments, and that “an effective DERMS implementation strategy 

is to build incrementally based on more easily quantifiable outcomes, while working to quantify 

some of the more difficult ones.”13 As stated above, Xcel also filed its DERMS roadmap with its 

2025 Integrated Distribution Plan, so questions about reporting on the benefits of DERMS 

investments may be better addressed in that broader distribution system context. 

Table 1. Value Streams Resulting from DERMS 

 

In the context of the C*C program proposal, Xcel highlights this important flexibility in enabling 

different value streams as opportunities arise. In its proposal filing, the Company states the 

following regarding benefits tied to MISO capacity and resource adequacy: 

We clarify that in order to capture the value of the capacity/resource adequacy 

benefit, we would need additional investment in DERMS – beyond the planned 

limited deployment – and related people and processes. In addition, some 

mutual exclusivity may be created with regard to capturing other benefit 

streams. For example, to the extent that the C*C assets may be dispatched for 

reliability reasons under MISO’s resource adequacy construct outside of the set 

energy schedule, this will likely result in reduced energy payments. Inversely, it 

 
13 SEPA Report. Page 22. 
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may be necessary to reserve some of the battery capacity to be able to meet 

MISO’s requirements to qualify for capacity payments/resource adequacy, at the 

expense of maximizing energy revenue. As noted, these tradeoffs between 

energy and capacity value will need to be analyzed and evaluated in more detail 

during the implementation phase of DCP. We will continue exploring 

capacity/resource adequacy options and tradeoffs as we get more information 

from MISO, work to enable coordination between the Company’s control centers 

– including through Enterprise DERMS deployment, and as the market 

opportunities mature.14 

In this example, flexible, methodical, and deliberate investments in DERMS will enable DERs like 

the C*C program to better meet the needs and opportunities presented in MISO capacity and 

energy markets. 

As presented in the SEPA report, DERMS can enable these value streams through distribution 

system forecasting, operations planning, and scheduling to integrate DERs into broader utility 

system planning and management processes.15 In addition, DERMS can provide real-time 

operations capabilities through communications with grid operators about system-wide and 

locational load characteristics, directly dispatching DERs to shift load to reduce wholesale 

electricity costs, providing situational awareness of DER activities, and communicating with DER 

aggregators.16 

Conclusion 

CEE appreciates the opportunity to comment on Xcel’s proposed Capacity*Connect program. As 

described in these comments, CEE supports approval of Xcel’s proposed DERMS 

implementation budget and use cases and looks forward to discussions with parties on the full 

Capacity*Connect program proposal as this proceeding progresses. CEE plans to provide final 

recommendations to the Commission in reply or supplemental comments in this docket. 

 
14 Request for Approval of Capacity*Connect. Filed by Xcel Energy on October 3, 2025, in Docket No. E002/M-25-
378. Pages 36-37. 
15 SEPA Report. Pages 18-19. 
16 SEPA Report. Page 19. 
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I, Will Nissen, hereby certify that on this 10th day of December, 2025, I served Initial Comments 

for Center for Energy and Environment In the Matter of Northern States Power Company, dba 

Xcel Energy, Petition for Approval of Capacity*Connect, a Distributed Capacity Procurement 

(DCP) Program in Docket Number E002/M-25-378 on the following persons on the attached 

Service Lists by the preferred delivery method indicated. 

 

 

 

 /s/ Will Nissen 

 Will Nissen 

 

 

 

 

 








































