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Sasha Bergman                       —Via Electronic Filing— 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, MN 55101 
 
RE: PETITION 

APPROVAL OF PPAS FOR FIRM DISPATCHABLE RESOURCES  
 DOCKET NOS. E002/CN-23-212 AND E002/RP-24-67 
 
Dear Ms. Bergman: 
 
Northern States Power Company, doing business as Xcel Energy, submits the 
enclosed Petition to the Minnesota Public Utilities Commission requesting approval 
of the following agreements for projects approved by the Commission:1 
 

• Invenergy – Cannon Falls: an existing gas-fired facility consisting of two 
simple cycle combustion turbines, totaling 357 MW located in Cannon Falls, 
Minnesota. 

• Onward – Mankato Energy Center (MEC): an existing gas-fired combined 
cycle facility, MEC 1, and a separate battery energy storage system (BESS) 
agreement at MEC 1. All components are located in Mankato, Minnesota. 

• DESRI – North Star Energy: a new, 100 MW surplus BESS sited at the 
existing North Star Solar facility located in Chisago County, Minnesota. 

 
Attached to this cover letter, we provide the required information as specified in 
Minn. R. 7829, including to whom information requests should be directed. 
 
Portions of the Petition, and Attachments A, B, C, D and E in their entirety, are 
marked “Not-Public” as they contain information the Company considers to be trade 
secret data as defined by Minn. Stat. § 13.37(1)(b). This data includes confidential 

 
1 In the Matter of Northern States Power Company d/b/a Xcel Energy’s 2024-2040 Integrated Resource Plan and In the 
Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 Megawatts of Firm Dispatchable Generation, 
MPUC Docket Nos. E002/RP-24-67 and E002/CN-23-212, Order Approving Settlement Agreement with 
Modifications (IRP Order) at Order Points 1, 13, 14, and 15 (April 21, 2025). 
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negotiation details, pricing and other contractual terms. The information has 
independent economic value from not being generally known to, and not being 
readily ascertainable by, other parties who could obtain economic value from its 
disclosure or use.  
 
Specifically, the model Power Purchase Agreement (PPA) is part of the public record 
through the filed and online Request for Proposal; this public availability creates a 
risk that developers could potentially infer the terms we negotiated by comparing 
the redacted versions to the full model PPA. Although they would not be able to 
determine the exact specifics of our negotiated terms, they could identify the 
categories of terms where we deviated from the standard in order to secure the 
project. This insight, when combined with the public information in our Petition, 
could adversely impact future contract negotiations and potentially increase costs for 
our customers. For these reasons, the agreements have been marked “Not-Public” 
in their entirety, and the Company maintains this information as a trade secret. 
 
Additionally, the filing is provided with Critical Energy Infrastructure Information 
(CEII) redacted from the Public version as it contains contingency information related 
to or proposed to critical electric infrastructure, the incapacity or destruction of which 
would negatively affect national security, economic security, public health or safety, or 
any combination of such matters. Xcel Energy protects CEII as confidential Security 
Information as defined by Minn. Stat. § 13.37(1)(a), as its disclosure would be likely to 
substantially jeopardize the security of vital system information, and property against 
trespass, or physical injury or otherwise cause financial harm from its disclosure. Xcel 
Energy maintains this information as confidential pursuant to Minn. Rule 7829.0500, 
subp 2. 
 
Attachments A, B, C, D and E are marked “Not-Public” in their entirety. Pursuant to 
Minn. R. 7829.0500, subp. 3, the Company provides the following description of the 
excised material:  
 

1.  Nature of the Material: Attachments A, B, C and D are PDF copies of 
agreements between the Company and Sellers for purchases of power to 
produce electric service. Attachment E provides a comparison of final PPA 
price terms to the Settlement Agreement. 

  
2.  Authors: The agreements were drafted by Company’s and Sellers’ legal and 

business development personnel. 
 
3.  Importance: The agreements include confidential negotiation details, pricing 

and other contractual terms. The Sellers and the Company maintain this  



PUBLIC DOCUMENT—PROTECTED DATA HAS BEEN EXCISED 
 

 

3 

information as trade secret as it has independent economic value from not 
being generally known to, and not being readily ascertainable by, other parties 
who could obtain economic value from its disclosure or use.   

 
4.  Date the Information was Prepared: See the individual agreements for 

execution dates. 
 
We have electronically filed this document with the Minnesota Public Utilities 
Commission, and copies have been served on the parties on the attached service lists. 
Please contact Shannon Whiton at shannon.whiton@xceenergy.com or me at 
jody.l.londo@xcelenergy.com if you have any questions regarding this filing. 
 
Sincerely, 
 
/s/ 
 
JODY L. LONDO 
DIRECTOR, REGULATORY AND STRATEGIC ANALYSIS 
 
 
Enclosures 
cc:  Service Lists 

mailto:shannon.whiton@xceenergy.com
mailto:jody.l.londo@xcelenergy.com


REQUIRED INFORMATION 
 
 

i 

I. SUMMARY OF FILING 
 
A one-paragraph summary is attached to this filing pursuant to Minn. R. 7829.1300, 
subp. 1.   
 
II. SERVICE ON OTHER PARTIES 
 
Pursuant to Minn. Stat. § 216.17, subd. 3, we have electronically filed this document 
with the Commission. Pursuant to Minn. R. 7829.1300, subp. 2, the Company has 
served a copy of this filing on the Department of Commerce and the Office of the 
Attorney General. A summary of the filing has been served on all parties on the 
enclosed service lists.  
 
III. GENERAL FILING INFORMATION 
 
Pursuant to Minn. R. 7829.1300, subp. 3, the Company provides the following 
information. 
 
A. Name, Address, and Telephone Number of Utility 
  

Northern States Power Company doing business as:  
Xcel Energy 

 414 Nicollet Mall 
 Minneapolis, MN 55401 
 (612) 330-5500 
 
B. Name, Address, and Telephone Number of Utility Attorney 
  

Ian M. Dobson  
Lead Assistant General Counsel 
Xcel Energy 
414 Nicollet Mall, 401 – 8th Floor 
Minneapolis, MN 55401 
(612) 370-3578 

 
C. Date of Filing 
 
The Company submits this Petition on September 26, 2025 for approval.  



REQUIRED INFORMATION 
 
 

ii 

D. Statute Controlling Schedule for Processing the Filing 
 
The PPAs are a result of a competitive resource bidding process and the end products  
of negotiations. No specific statute imposes a schedule controlling the processing of this 
filing. Under the Commission’s Rules, this Petition falls within the definition of a 
“miscellaneous” filing under Minn. R. 7829.0100, subp. 11, since no determination 
of Xcel Energy’s revenue requirement is necessary. Under Minn. R. 7829.1400, in the 
absence of a Commission notice establishing a different comment period, a person 
wishing to comment on a miscellaneous filing shall do so within 30 days of the 
miscellaneous filing. 
 
E. Utility Employee Responsible for Filing  
 

Jody L. Londo 
Director, Regulatory and Strategic Analysis 
Xcel Energy 
414 Nicollet Mall, 401 – 7th Floor 
Minneapolis, MN 55401 
(612) 216-7954 
 

IV. MISCELLANEOUS INFORMATION 
 
Pursuant to Minn. R. 7829.0700, the Company requests that the following persons be 
placed on the Commission’s official service list for this proceeding: 
 

Ian M. Dobson Christine Marquis 
Lead Assistant General Counsel Regulatory Administrator 
Xcel Energy Xcel Energy 
414 Nicollet Mall, 401 – 8th Floor 414 Nicollet Mall, 401 – 7th Floor 
Minneapolis, MN 55401 Minneapolis, MN 55401 
ian.m.dobson@xcelenergy.com regulatory.records@xcelenergy.com 
 

Any information requests in this proceeding should be submitted to Christine Marquis 
at the Regulatory Records email address above. 
 

https://xcelenergy.sharepoint.com/sites/SPSC3584/PPA%20Petition_XXXX25/ian.m.dobson@xcelenergy.com


PUBLIC DOCUMENT 
PROTECTED DATA HAS BEEN EXCISED 

 
 
 

STATE OF MINNESOTA 
BEFORE THE  

MINNESOTA PUBLIC UTILITIES COMMISSION 
 

Katie J. Sieben 
Hwikwon Ham 
Audrey C. Partridge 
Joseph K. Sullivan 
John A. Tuma 

 

Chair 
Commissioner 
Commissioner 
Commissioner 
Commissioner 

 
IN THE MATTER OF THE PETITION OF  
NORTHERN STATES POWER COMPANY 
FOR APPROVAL OF POWER PURCHASE 
AGREEMENTS FOR FIRM DISPATCHABLE 
RESOURCES 

 DOCKET NO. E002/CN-23-212 
DOCKET NO. E002/RP-24-67 

 
PETITION 

 
 

INTRODUCTION 
 
Northern States Power Company, doing business as Xcel Energy, submits to the 
Minnesota Public Utilities Commission this Petition for approval of the agreements 
that were negotiated between the Company and the bidders pursuant to the Settlement 
Agreement reached between parties in the above-referenced dockets, and as approved 
by the Commission in its April 21, 2025 Order.1 
 
These projects are expected to deliver benefits to our customers by providing the 
firm capacity and energy we need to serve them safely, reliably, and affordably.       
The agreements we present for Commission approval in this Petition: 

• Provide needed capacity and energy for our system and serve our customers at     
a reasonable cost, with terms that sufficiently protect our customers from risks 
associated with the non-deliverability of capacity and/or energy from the projects. 

• Are the result of negotiated terms designed to address and allocate project risk 
and clearly define costs for our customers. 

 
1 In the Matter of Northern States Power Company d/b/a Xcel Energy’s 2024-2040 Integrated Resource 
Plan and In the Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 Megawatts 
of Firm Dispatchable Generation, MPUC Docket Nos. E002/RP-24-67 and E002/CN-23-212, Order 
Approving Settlement Agreement with Modifications (IRP Order) at Order Points 1, 13, 14, 15, and 17 (April 
21, 2025). 
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• Include performance standards, milestone requirements, damages and remedies 
that help ensure our customers pay only for delivered and contracted capacity 
and energy. 

• Balance affordability and reliability with protections against cost escalations, 
underperformance, and regulatory uncertainty. 

• Support long-term planning goals and operating standards, while securing 
needed energy and capacity. 

 
Specifically, we request that the Commission approve the agreements provided with 
this filing and: 

• Authorize the Company to recover, through the Fuel Clause Rider, pursuant        
to Minn. Stat. § 216B.16 subd. 7(3), the Minnesota jurisdictional portion of        
the costs incurred under the Power Purchase Agreements (PPAs) and 
[PROTECTED DATA BEGINS                                                    
PROTECTED DATA ENDS] from Minnesota retail customers.  

• Establish a procedural schedule such that the Commission may complete 
deliberations by mid-January 2026. Earlier approval increases the likelihood 
that projects will qualify for the expiring tax incentives and reduces the risk of 
construction delays or project failure.  

 
EXECUTIVE SUMMARY 

 
With this filing, we are pleased to present the agreements successfully negotiated for 
projects approved by the Commission in the IRP Order, as follows: 

• Invenergy – Cannon Falls: an existing gas-fired facility consisting of two 
simple cycle combustion turbines totaling 357 MW located in Cannon Falls, 
Minnesota. 

• Onward – Mankato Energy Center (MEC): an existing gas-fired combined 
cycle facility totaling 375 MW (half of the project – MEC 1), and a new battery 
energy storage system (BESS) located in Mankato, Minnesota. 

• DESRI – North Star Energy: a new, 100 MW surplus BESS sited at the 
existing North Star Solar facility located in Chisago County, Minnesota. 

 
Despite a challenging landscape, including industry-wide cost pressures, global supply 
chain disruptions, labor market constraints, and evolving trade policies, our modeling 
of the final agreements demonstrates that the projects remain cost-effective and in the 
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public interest. The final agreements result in a benefit of $103 million on a Present 
Value Revenue Requirement (PVRR) basis, and a modest cost increase of $33 million 
on a Present Value Societal Cost (PVSC) basis over the 2024-2050 timeframe.2 Given 
the current challenges in the broader market as discussed in this Petition, we believe 
this modest PVSC impact is reasonable.  
 
Following the Commission’s IRP Order, National Grid Renewables Development, 
LLC (National Grid) withdrew the Plum Creek Wind + Storage project from the 
Settlement Agreement.3 The Company is actively pursuing alternative projects to 
replace the withdrawn bid. In addition, the Company continues to evaluate and 
negotiate Invenergy’s bid for the Lake Wilson Solar and Storage project. As described 
further below, the project’s supply chain is in early-stage development and Invenergy 
was unable to maintain the pricing in the original proposal. The Company continues 
to evaluate the project’s viability, taking in consideration multiple price increases 
following bid submission, and other challenges that could materially affect the overall 
value and feasibility of the project. These considerations are part of our broader effort 
to ensure that all projects remain in the best interest of our customers and align with 
long-term system needs. Should the parties reach agreement and the project remain 
viable under these evolving conditions, the Company intends to submit a 
supplemental filing including the Lake Wilson PPA in the coming weeks. 
 
As we discuss in more detail below, the final agreements incorporate robust performance 
guarantees and remedies for non-delivery, or failure to achieve commercial operation.  
For all projects, if performance continues to fall below the project’s guarantees – for 
example, minimum capacity availability or round-trip efficiency – the Company would 
have certain rights to recover damages or eventually a right to terminate the agreement. 
These provisions ensure that seller operates and maintains the project reliably and aligns 
compensation with actual delivery of capacity and energy, minimizing costs for our 
customers.  
 
The agreements are also structured to fairly allocate risks between the Company and 
the seller. Key risks – such as construction delays, underperformance, and certain 
changes in circumstance – are borne by the seller, with explicit caps on the Company’s 

 
2 The Lake Wilson Solar and Storage project, the withdrawn Plum Creek Wind + Storage project, as well as 
any potential replacement projects are not included in the modeling. This cost also does not include any 
potential tariff risk discussed in Section IX.  
3 In the Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 MW of Firm 
Dispatchable Generation and In the Matter of Xcel Energy’s 2024-2040 Upper Midwest Integrated Resource 
Plan, Docket Nos. E002/CN-23-212 and E002/RP-24-67, National Grid Letter (April 25, 2025). 
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exposure. The Company’s cost obligations are limited to delivered capacity and can 
include reductions for underperformance. Except for the change in tariff costs provision 
outlined in Section IX below, and aside from common inflationary adjustments, the 
rates under these contracts are fixed for the duration of their respective terms.   
 
Finally, the agreements include clear, enforceable provisions for delay and cancellation. 
If the seller fails to meet critical path milestones or fails to reach commercial operation, 
liquidated damages are owed to the Company, and the Company may be granted the 
opportunity to terminate the agreement after defined cure periods. The agreements also 
provide for termination in the event of extended force majeure or other excessive 
delays. These provisions are consistent with industry standards and provide strong 
incentives for timely project delivery while protecting our customers from undue risk. 
 
Overall, these agreements provide needed capacity, energy, and resilience for our 
system, will serve our customers at a reasonable cost, and have terms that sufficiently 
protect our customers from risks associated with the non-deliverability of capacity 
and/or energy. The final agreements represent a critical step forward in securing 
reliable, dispatchable capacity for our customers during a period of accelerating 
demand and industry-wide cost pressures. Each agreement reflects a careful balance 
of affordability, risk mitigation, and operational flexibility, consistent with the 
Commission’s directives in the IRP Order.  
 
We respectfully request the Commission to approve the agreements as provided and 
detailed in this Petition. 
 
I. DESCRIPTION AND PURPOSE OF FILING 
 
The Company seeks approval of four agreements summarized in Table 1 below. 
  

Table 1 
Proposed Agreements 

Project 
Name 

Bidder/ 
Sponsor 

Project 
Type 

Nameplate 
Capacity 

 Project 
Cost 

Cannon Falls 
Energy Center 

Invenergy 
Renewables, 
LLC 

Extension of 
Natural Gas 
Simple Cycle 
Combustion 
Turbines 

357 MW 

[PROTECTED 
DATA BEGINS   
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In the balance of this Petition, we: 

• Discuss the state of the industry and market dynamics that affected our RFP 
solicitation and negotiations, 

• Describe the resource acquisition process, 
 

4 This project was originally bid as 80MW. See Section VII for discussion regarding the larger project size and 
associated lower pricing. 

Project 
Name 

Bidder/ 
Sponsor 

Project 
Type 

Nameplate 
Capacity 

 Project 
Cost 

 
 
 
 
 
 
 
 
 
 
 

Mankato 
Energy Center  

Onward Energy 
Holdings, LLC 

Extension of 
Combined Cycle 
(CC) 

375 MW 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

New BESS 12 MW/48 
MWh  

North Star 
Energy Storage 

DESRI 
Renewable 
Energy 
Development, 
LLC 

New surplus 
BESS  100 MW4  PROTECTED 

DATA ENDS] 
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• Provide information on lease arrangements, 
• Provide an overview of the projects and a summary of key terms in the 

agreements for each project, highlighting how those terms are structured to 
protect our customers and reflect public interest,5 

• Explain our economic and customer bill impact analysis that demonstrates that 
the proposed agreements are reasonable and in the public interest,   

• Propose use of fuel and resource recovery clauses related to the purchases, and 
• Describe the cost recovery mechanisms for the Company’s self-build projects. 

 
We also provide the following attachments in support of our Petition: 
 

Table 2 
Attachments 

Attachment Description 
Attachment A Cannon Falls PPA 
Appendix A1 Cannon Falls Affidavit 
Attachment B Mankato Energy Center MEC 1 PPA 
Attachment C Mankato Energy Center BESS  
Attachment D North Star Energy BESS PPA 

Attachment E Comparison of Final PPA Pricing to 
Resource Plan Settlement Agreement 

 
II. STATE OF THE INDUSTRY 
 
The industry is experiencing sustained and overlapping cost pressures and uncertainty 
that are affecting the economics of both new and existing generation resources. 
Global supply chain disruptions, growing demand, labor market constraints, higher 
interest rates, evolving trade policies, and new tax regulations are collectively driving 
up the cost of project development and operations and have continued to fluctuate 
since bidders submitted their proposals in 2024. These factors in conjunction with 
global geopolitical uncertainty, have elevated project risk and contributed to 
adjustments in PPA pricing relative to original bids. Project-specific conditions, 
sensitivities, and mitigation strategies vary, and not all of these dynamics are the 
primary driver behind every price change. The discussion below addresses industry 

 
5 As discussed in Sections III and VIII, the Company is still negotiating a PPA with Invenergy for  
Lake Wilson Solar and Storage project. We will file a supplement with the executed Lake Wilson PPA 
in the coming weeks if parties are able to reach terms. 
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cost pressures and risks, while Sections V through VIII provide detailed, project-
specific information, including pricing, key contractual terms, and performance 
mechanisms, all of which demonstrate that the proposed PPAs are reasonable and 
consistent with the public interest.6 
 
A. Supply Chain Disruptions and Equipment Availability 
 
Global supply chain constraints continue to pose persistent and well-documented 
challenges. Long lead times and elevated prices for key components – such as 
transformers and inverters – are disrupting project schedules and driving up overall 
costs. As recently noted by the Brattle Group, gas-fired generation projects, which 
typically take four to five years to develop, are now facing turbine supply chain 
constraints projected to persist through the end of the decade; consequently, limited 
additional gas-fired capacity is expected to come online before the early 2030s.7 With 
lead times for new gas-fired turbines now stretching from three to seven years due to 
surging demand, costs have sharply increased – rising as much as two-and-a-half times 
higher than just a few years ago.8 
 
A June 2024 report by the President’s National Infrastructure Advisory Council 
(NIAC) identified a “critical shortage” of power transformers, with lead times more 
than doubling since 2021 due to pandemic-related production delays and increased 
demand across the energy sector.9 Developers have reported similar procurement 
challenges for high-voltage electrical equipment and solar modules, further straining 
project delivery times and budgets. 
 
Figure 1 below presents two illustrative Producer Price Indices (PPI) published by the 
Federal Reserve Bank of St. Louis. These indices demonstrate the scale of recent cost 

 
6 Id. 
7 The Brattle Group, A Wide Array of Resources is Needed to Meet Growing U.S. Energy Demand at p. 3 
(February 2025). Available at https://www.brattle.com/wp-content/uploads/2025/02/A-Wide-Array-of-
Resources-is-Needed-to-Meet-Growing-US-Energy-Demand.pdf. 
8 S&P Global, US Gas-Fired Turbine Wait Times as much as Seven Years; Costs up Sharply (May 20, 2025). 
Available at https://www.spglobal.com/commodity-insights/en/news-research/latest-news/electric-
power/052025-us-gas-fired-turbine-wait-times-as-much-as-seven-years-costs-up-sharply. 
9 NIAC, Addressing the Critical Shortage of Power Transformers to Ensure Reliability of the U.S. Grid, pp. 
3-4 (June 2024). Available at https://www.cisa.gov/sites/default/files/2024-
06/DRAFT_NIAC_Addressing%20the%20Critical%20Shortage%20of%20Power%20Transformers%20to%
20Ensure%20Reliability%20of%20the%20U.S.%20Grid_Report_06052024_508c.pdf. 
 
 

https://www.brattle.com/wp-content/uploads/2025/02/A-Wide-Array-of-Resources-is-Needed-to-Meet-Growing-US-Energy-Demand.pdf
https://www.brattle.com/wp-content/uploads/2025/02/A-Wide-Array-of-Resources-is-Needed-to-Meet-Growing-US-Energy-Demand.pdf
https://www.spglobal.com/commodity-insights/en/news-research/latest-news/electric-power/052025-us-gas-fired-turbine-wait-times-as-much-as-seven-years-costs-up-sharply
https://www.spglobal.com/commodity-insights/en/news-research/latest-news/electric-power/052025-us-gas-fired-turbine-wait-times-as-much-as-seven-years-costs-up-sharply
https://www.cisa.gov/sites/default/files/2024-06/DRAFT_NIAC_Addressing%20the%20Critical%20Shortage%20of%20Power%20Transformers%20to%20Ensure%20Reliability%20of%20the%20U.S.%20Grid_Report_06052024_508c.pdf
https://www.cisa.gov/sites/default/files/2024-06/DRAFT_NIAC_Addressing%20the%20Critical%20Shortage%20of%20Power%20Transformers%20to%20Ensure%20Reliability%20of%20the%20U.S.%20Grid_Report_06052024_508c.pdf
https://www.cisa.gov/sites/default/files/2024-06/DRAFT_NIAC_Addressing%20the%20Critical%20Shortage%20of%20Power%20Transformers%20to%20Ensure%20Reliability%20of%20the%20U.S.%20Grid_Report_06052024_508c.pdf
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escalations across broader segments of the U.S. economy, following a preceding 
period of relative price stability. 
 

Figure 1 
Illustrative Federal Reserve Producer Price Indices  

for New Generation Projects10 

 
 
The average PPI for Electric Power and Specialty Transformer Manufacturing from 
2021 to year-to-date 2025 was 65 percent higher than the average from 2015 to 2020. 
For New Industrial Building Construction, it was 44 percent higher. These supply 
chain challenges continue to exert upward pressure on project costs and delivery 
times. 
 
B. Generation Capacity Lagging Behind Demand Growth 
 
Electricity demand is rising faster than at any point in the past three decades, increasing 
competition for generation resources and driving up market prices. A 2025 study 
prepared for the National Electrical Manufacturers Association (NEMA) projects a 

 
10 U.S Bureau of Labor Statistics, Producer Price Index by Industry: Electric Power and Specialty 
Transformer Manufacturing [PCU335311335311P] retrieved from FRED, Federal Reserve Bank of St. Louis; 
and Producer Price Index by Industry: New Industrial Building Construction [PCU236211236211] retrieved 
from https://fred.stlouisfed.org/series/PCU335311335311P, 
https://fred.stlouisfed.org/series/PCU236211236211, (Retrieved August 18, 2025). 
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50 percent increase by 2050, driven by accelerating electrification and growing data 
center loads.11  
 
In the Midcontinent Independent System Operator (MISO) region, the North 
American Electric Reliability Corporation (NERC) has classified MISO’s risk as 
“elevated,” with a shift to “high risk” projected in the 2028-2031 timeframe.12        
The firm dispatchable resources that we are seeking approval for in this petition – 
alongside the Company’s broader efforts emerging from the IRP – are needed to 
ensure we have the capacity needed to reliably serve our customers.13 
 
Further, in April 2025, MISO conducted its first Planning Resource Auction for 
Planning Year 2025-2026 using a Reliability-Based Demand Curve. This new pricing 
structure prioritizes system reliability and better reflects the increasing value of 
accredited capacity as the system approaches its minimum resource adequacy targets. 
The annualized capacity cost across all four seasons cleared at $217/MW-day for the 
North/Central region. Notably, the auction cleared at $666.50/MW-day for the 
summer season (June through August) across all of MISO’s Resource Adequacy 
Zones – substantially higher than in previous years.14 MISO later acknowledged that     
a modeling error had inflated auction prices by approximately 20-30 percent.15 Even 

 
11 Utility Dive, US electricity demand will grow 50% by 2050, electrical manufacturer group says (April 10, 
2025). Available at https://www.utilitydive.com/news/us-electricity-demand-will-grow-50-by-2050-electrical-
manufacturer-study/744575/ 
12 The 2024 NERC Long-Term Reliability Assessment initially identified MISO as being at high risk of 
capacity shortfalls beginning in Summer 2025, driven by a mismatch between new generation additions and 
retiring resources, alongside accelerating load growth. However, NERC later clarified that MISO had 
submitted mismatched data, which overstated near-term risk. 
13 NERC, 2024 Long-Term Reliability Assessment, pp. 28-29 (December 2024). Available at 
https://www.nerc.com/pa/RAPA/ra/Reliability%20Assessments%20DL/NERC_Long%20Term%20Relia
bility%20Assessment_2024.pdf. Also see: Statement on NERC’s 2024 Long-Term Reliability Assessment 
(June 17, 2025). Available at https://www.nerc.com/news/Pages/Statement-on-NERC%E2%80%99s-2024-
Long-Term-Reliability-Assessment.aspx.  
14 See “MISO Planning Resource Auction Results for Planning Year 2025-26” at slide 2 (April 2025). 
Available at https://cdn.misoenergy.org/2025%20PRA%20Results%20Posting%2020250428694160.pdf. 
15 MISO identified a software error in its Loss of Load (LOLE) calculations, where a third-party tool applied 
an “all hours” methodology instead of the Tariff-defined “daily peak hour” approach. This impacted the 
Planning Reserve Margin and resulted in inflated auction prices. Simulations using corrected LOLE inputs 
and adjusted RBDCs revealed that prices in the original PRA were approximately 20-30 percent higher than 
they would have been absent the modeling error. See “MISO Settlement Adjustments for LOLE Continuing 
Error” at slide 10 (September 3, 2025). Available at: 
https://cdn.misoenergy.org/20250903%20SUG%20Item%2002%20Settlement%20Adjustments%20for%20
LOLE%20Continuing%20Error%20Presentation716633.pdf.  

https://www.utilitydive.com/news/us-electricity-demand-will-grow-50-by-2050-electrical-manufacturer-study/744575/
https://www.utilitydive.com/news/us-electricity-demand-will-grow-50-by-2050-electrical-manufacturer-study/744575/
https://www.nerc.com/pa/RAPA/ra/Reliability%20Assessments%20DL/NERC_Long%20Term%20Reliability%20Assessment_2024.pdf
https://www.nerc.com/pa/RAPA/ra/Reliability%20Assessments%20DL/NERC_Long%20Term%20Reliability%20Assessment_2024.pdf
https://www.nerc.com/news/Pages/Statement-on-NERC%E2%80%99s-2024-Long-Term-Reliability-Assessment.aspx
https://www.nerc.com/news/Pages/Statement-on-NERC%E2%80%99s-2024-Long-Term-Reliability-Assessment.aspx
https://cdn.misoenergy.org/2025%20PRA%20Results%20Posting%2020250428694160.pdf
https://cdn.misoenergy.org/20250903%20SUG%20Item%2002%20Settlement%20Adjustments%20for%20LOLE%20Continuing%20Error%20Presentation716633.pdf
https://cdn.misoenergy.org/20250903%20SUG%20Item%2002%20Settlement%20Adjustments%20for%20LOLE%20Continuing%20Error%20Presentation716633.pdf
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with corrected modeling, however, the results highlight the need to bring new capacity 
online, as demand is expected to increase.  
 
C. Rising Labor Costs and Workforce Constraints 
 
Labor shortages and rising demand for energy infrastructure development are driving 
up labor costs across the industry. As utilities and developers work to meet growing 
electricity needs and replace retiring generation, competition for skilled construction 
labor has intensified. This has resulted in higher contractor pricing, increased schedule 
risks, and elevated overall project costs.  
 
A recent industry update highlights that solar labor shortages are particularly acute in 
many states within the MISO region. Labor constraints are also increasingly impacting 
battery installations. Because a significant portion of battery installation work requires 
electrical expertise – and nearly all roles demand higher skill levels – the cost impact  
is especially pronounced. To address these challenges, many firms are investing in  
training and apprenticeship programs. However, industry leaders caution that scaling 
up the workforce will take time, even with proactive workforce development efforts.16 
As large-scale projects continue to grow in number and complexity, the availability 
and cost of skilled labor is becoming a central factor in determining project feasibility, 
pricing, and execution timelines. 
 
D. Impact of Elevated Interest Rates on Project Financing 
 
Higher interest rates translate into increased borrowing costs and a higher cost of 
capital. This shift has significant impacts for the energy sector, where adding or 
replacing generation resources requires substantial, capital-intensive investments that 
often take years to bring online. As borrowing costs rise, so do the expenses 
associated with financing and constructing these projects.  
 
On the construction side, elevated interest rates increase the carrying costs for equipment 
suppliers, which can, in turn, drive up overall project costs. On the financing side, 
developers typically rely on a mix of project debt, equity, and, in some cases, third-party 
tax equity or tax credit transfers. All of these financing components have become more 
expensive, raising the “hurdle rate” – the minimum return required to justify the 
investment. This is particularly challenging for developers who depend heavily on project-
level debt as part of their capital structure. These elevated return thresholds may 

 
16 Reuters, US solar, storage growth clipped by labor shortages (October 17, 2024). Available at 
https://www.reuters.com/business/energy/us-solar-storage-growth-clipped-by-labor-shortages-2024-10-17/. 

https://www.reuters.com/business/energy/us-solar-storage-growth-clipped-by-labor-shortages-2024-10-17/
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contribute to increased PPA pricing, depending on project-specific conditions and 
financing strategies. 
 
E. Evolving Trade Policies Introduce Volatility in Project Development 
 
Project costs have also been, and continue to be, affected by shifts in federal trade 
policy over the past year. In April 2025, the federal government implemented a 
sweeping set of tariffs, including a 10 percent baseline tariff on all imports and a 
25 percent tariff on goods from Canada and Mexico. This action also raised tariffs on 
certain Chinese goods to as high as 145 percent. These measures directly affect steel, 
aluminum, solar panels, lithium-ion batteries, and other critical materials used in 
energy infrastructure.17  
 
On August 7, 2025, the federal government activated a new round of reciprocal tariffs 
targeting nearly every country, marking a significant departure from long-standing 
trading norms.18 Regarding China, a temporary tariff truce reached in May 2025 was 
set to expire on August 12, 2025. However, the federal government announced a 90-
day extension, delaying the reversion to higher tariff rates. This extension temporarily 
maintains the current 30 percent tariff rate on Chinese imports, providing short-term 
relief to markets that rely heavily on Chinese imports, including energy infrastructure 
components.19 
 
Although some tariffs have since been paused or adjusted, others continue to evolve, 
and many remain in effect. Further, a subset – specifically those imposed under the 
International Emergency Economic Powers Act (IEEPA) – was ruled unlawful by the 
U.S. Court of International trade on May 25, 2025. Notably, the ruling applies only to 
tariffs enacted under IEEPA; product-specific tariffs, such as those on steel and 
aluminum, remain unaffected.20 The decision is under appeal, leaving the status of the 
affected tariffs in legal flux. 
 

 
17 AP News, Trump Imposes Sweeping Tariffs on All Imports, Shaking Global Markets (April 2, 2025). 
Available at https://apnews.com/article/trump-tariffs-liberation-day-2a031b3c16120a5672a6ddd01da09933. 
18 MSN News, Map Tracker Reveals Trump’s New Tariffs on Every Country (August 7, 2025). Available at 
https://www.msn.com/en-us/money/markets/map-tracker-reveals-trumps-new-tariffs-on-every-country/ar-
AA1K506j 
19 CNBC, Trump Extends China Tariff Deadline by 90 Days (August 11, 2025). Available at 
https://www.cnbc.com/2025/08/11/trump-china-tariffs-deadline-extended.html. 
20 CNBC, Federal Trade Court Strikes Down Trump’s Reciprocal Tariffs (May 30, 2025). Available at 
https://www.cnbc.com/2025/05/29/court-strikes-down-trump-reciprocal-tariffs.html. 
 
 

https://apnews.com/article/trump-tariffs-liberation-day-2a031b3c16120a5672a6ddd01da09933
https://www.msn.com/en-us/money/markets/map-tracker-reveals-trumps-new-tariffs-on-every-country/ar-AA1K506j
https://www.msn.com/en-us/money/markets/map-tracker-reveals-trumps-new-tariffs-on-every-country/ar-AA1K506j
https://www.cnbc.com/2025/08/11/trump-china-tariffs-deadline-extended.html
https://www.cnbc.com/2025/05/29/court-strikes-down-trump-reciprocal-tariffs.html


PUBLIC DOCUMENT 
PROTECTED DATA HAS BEEN EXCISED 

 
 
 

12 
 

The timing of the tariff announcement presented some logistical challenges for 
project negotiations as well. These policies are not only increasing the cost of 
developing and maintaining energy assets but also introducing significant uncertainty 
into procurement and development processes. As trade policy continues to evolve, 
developers face heightened exposure to price volatility, supply chain risk and changes 
in regulation. 
 
F. Modifications to Renewable Energy Tax Credit Provisions 
 
The passage of Public Law No. 119-21, also known as the One Big Beautiful Bill Act 
(OBBBA), on July 4, 2025, introduces a significant restructuring of federal tax 
incentives for renewable energy development. The legislation imposes a phasedown 
of key tax credits that have historically supported the viability of wind, solar, and 
energy storage projects.  
 
Under Public Law No. 119-21, wind and solar projects that do not begin construction 
by July 4, 2026 must be placed in service by December 31, 2027 to qualify for full tax 
credits. Wind and solar projects that begin construction by July 4, 2026 remain subject 
to U.S. Department of Treasury guidance that allows projects to qualify for full tax 
credits if placed in service by the end of the fourth calendar year following the year 
construction begins. 
 
On July 7, 2025, President Trump issued an Executive Order directing the Treasury to 
issue “new and revised” guidance within 45 days, limiting the use of broad safe harbor 
provisions unless a substantial portion of the facility has already been constructed. In 
response, the U.S. Department of Treasury/Internal Revenue Service issued guidance 
reaffirming the four-year window to place projects in service. However, the guidance 
eliminated the previously available “Five Percent Safe Harbor” for most wind and 
solar projects. Instead, developers must satisfy the Physical Work Test, which requires 
that physical work of a significant nature commence under a binding written contract 
before a project can qualify as having begun construction.21  
 
This change, along with the accelerated timeline for beginning construction on wind 
and solar projects, significantly narrows the pathway to eligibility and demands more 
rigorous documentation and project execution. Wind and solar projects that do not 

 
21 IRS Notice 2025-42, “Beginning Construction Requirements for Purposes of the Termination of Clean 
Electricity Production Credits and Clean Electricity Investment Credits for Applicable Wind and Solar 
Facilities” Available at https://www.irs.gov/pub/irs-drop/n-25-42.pdf. 

https://www.irs.gov/pub/irs-drop/n-25-42.pdf
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begin construction by July 4, 2026 must be placed in service by December 31, 2027  
to retain any credit eligibility.  
 
This narrowing eligibility window has already begun to reshape market behavior. 
According to LevelTen Energy, the average cost of wind and solar PPAs increased by 
four percent in just the first month since the bill’s passage. Procurement teams are 
accelerating timelines, with 68 percent reporting an urgent need to “act immediately” 
to secure resources, and 95 percent maintaining clean energy procurement as a top 
priority.22 
 
Energy storage projects, while not subject to the same immediate cutoff, face a 
gradual phaseout of incentives beginning in 2034. The credit value will decline 
incrementally – 75 percent in 2034, 50 percent in 2035, and fully sunset by 2036.23 
This timeline provides a longer runway for storage deployment but introduces long-
term uncertainty for developers and investors. 
 
The OBBBA also imposes new restrictions on the use of components sourced from 
foreign entities of concern (FEOCs), effective for projects beginning construction 
after December 31, 2025. These provisions are part of a broader effort to reduce 
reliance on Chinese supply chains and are expected to affect procurement.24 
 
The combined effect of these provisions is a narrowing window of opportunity for 
developers to secure tax credit eligibility. Projects currently in development must 
accelerate permitting, interconnection, and procurement activities to meet the 
statutory deadlines. Compounding this urgency is the fact that nearly one-third of 
developers are considering suspending or canceling projects due to the OBBBA, 
which will likely drive PPA prices even higher as supply tightens.25  
  

 
22 Utility Dive, Renewable Power Purchase Agreement Prices Rising in Wake of One Big Beautiful Bill Act 
(August 13, 2025). Available at https://www.utilitydive.com/news/wind-solar-power-purchase-ppa-prices-
obbb-levelten/757516/. 
23 Basis, One Big Beautiful Bill: Final Impact Analysis on IRA Clean Energy Tax Credits (July 9, 2025). 
Available at https://www.buildwithbasis.com/insights/one-big-beautiful-bill-final-impact-analysis-on-ira-
clean-energy-tax-credits. 
24 Id. 
25 Utility Dive, Renewable Power Purchase Agreement Prices Rising in Wake of One Big Beautiful Bill Act 
(August 13, 2025). Available at https://www.utilitydive.com/news/wind-solar-power-purchase-ppa-prices-
obbb-levelten/757516/. 

https://www.utilitydive.com/news/wind-solar-power-purchase-ppa-prices-obbb-levelten/757516/
https://www.utilitydive.com/news/wind-solar-power-purchase-ppa-prices-obbb-levelten/757516/
https://www.buildwithbasis.com/insights/one-big-beautiful-bill-final-impact-analysis-on-ira-clean-energy-tax-credits
https://www.buildwithbasis.com/insights/one-big-beautiful-bill-final-impact-analysis-on-ira-clean-energy-tax-credits
https://www.utilitydive.com/news/wind-solar-power-purchase-ppa-prices-obbb-levelten/757516/
https://www.utilitydive.com/news/wind-solar-power-purchase-ppa-prices-obbb-levelten/757516/
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III. RESOURCE ACQUISITION PROCESS  
 
The Firm Dispatchable Docket originated from the Company’s 2019 Integrated 
Resource Plan in Docket No. E002/RP-19-368 in which the Commission approved 
the plan with modifications and authorized a competitive resource procurement using 
the Track 2 bidding process. On May 24, 2023, the Company filed a Notice Petition 
for approval of the procurement structure, which the Commission approved with 
modifications on November 3, 2023. By January 22, 2024, 14 project bids from seven 
bidders were filed. The Commission conditionally accepted the bids on April 2, 2024, 
and referred the matter to the Office of Administrative Hearings for a contested case 
proceeding before Administrative Law Judge Jessica Palmer-Denig. During the 
proceeding, two bidders withdrew entirely, and one withdrew one of its two projects. 
On August 27, 2024, Judge Palmer-Denig suspended the procedural schedule to allow 
settlement negotiations.  
 
Xcel Energy filed its 2024-2040 Upper Midwest Integrated Resource Plan (2024 IRP) 
on February 1, 2024. The Commission issued an Order on February 22, 2024 
requiring a bill insert and referring the matter to the Office of Administrative 
Hearings for a public meeting – with the IRP to be heard by February 1, 2025. Initial 
comments were filed on August 9, 2024, indicating consistency on key issues, such as 
the need for significant renewable and storage resources and the extension of nuclear 
resources. The modeling also supported the reasonableness of many firm dispatchable 
resources bid into the Firm Dispatchable Docket. Following the comment period, 
parties engaged in settlement discussions, leading to the Department requesting an 
extension for reply comments, which the Commission granted, extending the deadline 
to October 11, 2024. In October 2024, the Company entered into a comprehensive 
settlement agreement (Settlement Agreement) with other settling parties to resolve 
issues related to both the Firm Dispatchable Docket and the 2024 IRP. Among other 
things, the Settlement Agreement included the selection of the following bids in the 
Firm Dispatchable Docket:26 

• Northern States Power Company Lyon County Generating Station, 
• Northern States Power Company Sherco BESS, 
• Onward Mankato Energy Center and BESS, 

 

 
26 In the Matter of Northern States Power Company d/b/a Xcel Energy’s 2024-2040 Integrated Resource 
Plan and In the Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 Megawatts 
of Firm Dispatchable Generation, MPUC Docket Nos. E002/RP-24-67 and E002/CN-23-212, Joint 
Settlement Agreement (Oct. 3, 2024). 
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• Invenergy Cannon Falls Energy Center, 
• DESRI North Star Energy Storage, 
• National Grid Renewables Development, LLC Plum Creek Wind + Storage, 

and 
• Invenergy Lake Wilson Solar and Storage. 

 
After further rounds of comments, the Commission met on February 18 and 20, 2025 
to consider the Firm Dispatchable Docket, the 2024 IRP Docket, and the Settlement 
Agreement. On April 21, 2025, the Commission issued its Order Approving the 
Settlement Agreement with Modifications, in which the Commission approved the 
Settlement Agreement, the 2024 IRP, and ordered the Company to submit the 
negotiated PPAs with each bidder that is a settling party to the Commission within 
four months of the Order.27 
 
On April 25, 2025, National Grid Renewables Development, LLC (National Grid) 
filed a letter to the Commission notifying its decision to withdraw the Plum Creek 
Wind + Storage project from the Settlement Agreement, for reasons described in 
NGR’s letter. Following discussions with remaining settling parties, the Company 
filed a subsequent letter on May 1, 2025, confirming that no additional parties intend 
to withdraw from the Settlement Agreement.  
 
In response to the withdrawal of Plum Creek, Xcel Energy is actively pursuing 
[PROTECTED DATA BEGINS                                             PROTECTED 
DATA ENDS] as a replacement project for Plum Creek. We anticipate bringing this 
replacement project to the Commission for approval in the coming months. 
 
As part of the “Xcel-Bid Auditor/Modified Track 2” resource acquisition processes, 
the Company generally requires bidders to conform their proposals to the terms set 
forth in the model PPA published with the RFP. Where proposed amendments are 
determined to compromise the integrity of RFP, bidders are directed to withdraw such 
amendments; failure to do so results in bid rejection. In this instance of a “Contested 

 
27 In the Matter of Northern States Power Company d/b/a Xcel Energy’s 2024-2040 Integrated Resource 
Plan and In the Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 Megawatts 
of Firm Dispatchable Generation, MPUC Docket Nos. E002/RP-24-67 and E002/CN-23-212, Order 
Approving Settlement Agreement with Modifications (IRP Order) at Order Point 18 (Apr. 21, 2025). 
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Case/Track 2” process, however, non-conforming bids were accepted, which naturally 
introduces complexity into negotiations regarding standard contractual terms.  
 
In light of this procedural shift – and broader industry dynamics such as tariff volatility, 
supply chain constraints, and curtailment risks – the Company continues to actively 
evaluate the Lake Wilson Solar and Storage project and negotiate the associated PPA 
terms with Invenergy Renewables. If the Company determines the project remains in the 
best interest of our customers and the parties are able to resolve outstanding concerns, 
we will submit a supplement to this filing including the executed Lake Wilson Solar and 
Storage PPA in the coming weeks. 
 
IV. LEASE ARRANGEMENTS 
 
The Company’s proposed agreements are structured to provide reliable, dispatchable 
capacity at a reasonable cost, with enforceable performance standards and milestone 
requirements that protect customers from underperformance and cost escalation,      
as further described in Sections V-VII.  
 
However, certain agreements for resources with dispatch rights and capacity-based 
payments, have the potential to create unintended long-term financial implications, 
which is the case with the agreements stemming from the firm dispatchable 
proceeding that we are requesting the Commission to approve. Specifically, these 
agreements can be treated as operating or finance leases. When assessing the 
Company’s financial risk, credit rating agencies may treat a portion of the future 
payments due on these agreements, or otherwise ‘lease obligations’ as imputed debt, 
effectively adding them to the Company’s reported debt, which provides the agency         
a more complete picture of its financial leverage. 
 
When the credit rating agencies add these debt-like obligations to reported debt, key 
financial metrics, such as the cash flow to debt ratio, worsen. This change signals 
higher financial risk and can lead to lower credit ratings, which in turn increase the 
Company's borrowing costs on new debt. Given the Company's anticipated need to 
raise several billion dollars of long-term debt financing over the next five years, even 
marginal changes in the cost of debt will have material and sustained financial impacts 
on customers. Table 3 below presents the estimated amount of imputed debt and key 
credit ratio impacts expected by 2028, when all the contracts are active.  
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Table 3 
Estimated Credit Metric Impact  

Project Lease Type 

2028 
Imputed 

Debt 
($ million) 

2028 
Impact to 

FFO / Debt 

Cannon Falls Energy Center Finance $519 Approx. -1.05% 
Mankato Energy Center Finance $598 Approx. -1.10% 
Mankato BESS Finance $74 Approx. -0.15% 
North Star Energy Storage Operating $138 Approx. -0.20% 

Total  $1,329 Approx. -2.50% 

 
The Company can mitigate the negative impact of incremental imputed debt through 
two primary avenues. Since ratings agencies closely monitor the relationship between 
cash flow from operations and total debt, the Company can either: (1) aim to reduce 
its overall debt burden, or (2) increase its operational cash flow. The debt burden 
could be reduced by managing the Company to a higher authorized equity ratio. Cash 
flow could be increased by either increasing return on equity (ROE) or accelerating 
book depreciation on capital assets. The equity ratio is the most cost-efficient option 
for managing credit quality, as it reduces the proportion of debt and increases cash 
flow, while displacing interest expense charged to customers. 
 
Due to the material negative credit quality implications expected as a result of these 
contracts, the Company intends to propose mitigation through an increase in its 
equity ratio in its next electric rate case filing.  
 
V. CANNON FALLS ENERGY CENTER 
 
In this section we present an overview of the Cannon Falls Energy Center natural gas 
combustion turbine project and outline the key terms of the PPA with Invenergy 
Renewables LLC. We provide a copy of the Cannon Falls PPA as Attachment A. 
[PROTECTED DATA BEGINS    
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                                                                                                           PROTECTED 
DATA ENDS] 
 
Separately, on July 24, 2025, the Commission, acting as the Relevant Electric Retail 
Regulatory Authority (RERRA), verified a portfolio of wind, solar, and storage 
projects proposed by Xcel Energy, Minnesota Power, and Otter Tail Power for 
inclusion in the MISO Expedited Resource Addition Study (ERAS) process.28 These 
projects align with Integrated Resource Plans and Requests for Proposals and aim to 
address urgent reliability needs in Minnesota.  
 
[PROTECTED DATA BEGINS    
 
 
 
                                                                                                            PROTECTED 
DATA ENDS] 
 
While the Commission’s verification confirms ERAS eligibility, it does not constitute 
final regulatory approval or a public interest finding. The Company intends to request 
formal approval for ERAS projects through a separate filing, anticipated in October 
2025.29   
 
A. Cannon Falls Project Overview 
 
Cannon Falls is a set of two gas-fired simple cycle combustion turbines, totaling      
357 MW in size, located in Cannon Falls, Minnesota that began commercial operation 
in 2008. The turbines are also capable of operating on fuel oil as an alternative fuel 
source. Xcel Energy currently purchases the output of Cannon Falls under a pre-
existing PPA that is scheduled to expire in 2028. The proposed Cannon Falls PPA 
extends the offtake arrangement between Invenergy and Xcel Energy under a new 
PPA, incorporating modifications to the price and other terms relative to the current 
PPA. Under the current and proposed PPAs, the Company has exclusive rights to 
dispatch the resource, with no minimum dispatch requirements. Cannon Falls has an 

 
28 Xcel Energy’s proposed ERAS portfolio included projects being developed by third parties, such as the 
Invenergy capacity expansion project at Cannon Falls. 
29 For further discussion of the MISO ERAS process, our proposed projects, and next steps, see our 
September 12, 2025 Update Letter in Docket No. E002/RP-24-67. 
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existing interconnection with the Greater Minnesota Transmission, LLC natural gas 
pipeline, and Xcel Energy is responsible for sourcing and securing the natural gas or 
fuel oil needed to operate for the facility. Project details for Cannon Falls are 
summarized in Table 4 below. 
 

Table 4 
Cannon Falls Project Details 

Project Type Natural Gas Simple Cycle CTs 
Nameplate Capacity 357 MW 
Developer Invenergy Renewables, LLC 
Project Location Cannon Falls, Minnesota 
Project Structure PPA 
COD June 2028 
Contract Terms 20 years 
PPA Price [PROTECTED DATA BEGINS    

Capacity Price  
Energy Tolling Price  

 
Turbine Start Payment  
Fired-Hours Payment   

 
PROTECTED DATA ENDS] 

 
B. Cannon Falls PPA Terms 
 
Cannon Falls provides needed system capacity with long-term price certainty for our 
customers. Through prudent contracting practices and during negotiations with 
Invenergy, we identified, assessed, and mitigated major risks while maximizing 
potential benefits through contract terms. As detailed below, while certain key terms 
may differ from the model PPA, they represent meaningful improvements over the 
current agreement.  
 

1. Payment Rate 
 
The Cannon Falls PPA provides price certainty for firm, dispatchable capacity and 
energy at a price of [PROTECTED DATA BEGINS   
                                                                                                    PROTECTED 
DATA ENDS] for a 20-year term. The capacity payment is subject to adjustments 
for actual availability, as corrected for adverse ambient conditions. The monthly 
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capacity payment [PROTECTED DATA BEGINS   
 
                       PROTECTED DATA ENDS]. Capacity payments will be due 
regardless of the frequency, duration, times, or seasons in which the Company 
dispatches the project. In addition, the Company will make monthly payments to 
Invenergy based on the quantity of energy (MWh) the Company dispatches from the 
project, as well as the number of turbine starts requested by the Company to produce 
that energy. 
 

2. Customer Protections Added with Notable Improvements to Key Terms in     
Proposed PPA 

 
As summarized below in Table 5, the proposed Cannon Falls PPA incorporates             
a range of strengthened key terms compared to the current agreement, aimed at 
meaningfully reducing risk to our customers. These enhancements improve 
performance accountability and more closely align contractual obligations with              
real-world operating conditions. They are particularly important in ensuring the 
deliverability of capacity and energy, especially during heightened system conditions.  
 
Notably, significant provisions absent from the current PPA – Permit Limitations, 
Availability Adjustment, Elevated System Condition (ESC) Adjustments – have          
been added to this new PPA. These terms reduce risk to our customers by tying 
compensation more meaningfully to operational performance and availability.  
 
Additional protections include improved security requirements, stronger performance 
standards, cost-sharing for changes in law, and the inclusion of a Right of First      
Offer (ROFO) concept as detailed in Table 5. Together, the Availability and ESC 
adjustment mechanisms, combined with restrictions on maintenance scheduling, 
create strong incentives for the facility to remain operational during elevated 
conditions. These provisions also support the Company’s ability to qualify the 
resource for MISO’s Available Maximum Emergency (AME) accreditation, thereby 
enhancing its value and reliability within the regional market.   
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Table 5 
Cannon Falls PPA Term Improvements 

Term Current PPA Proposed New PPA 
Permit Limitations [PROTECTED DATA 

BEGINS   
 
 

 

Availability 
Adjustment 

  

ESC Adjustment   
 

Security   
 
 

Performance   
 
 

Force Majeure   
 
 

Change in Law   
 
 

ROFO   
 
PROTECTED DATA ENDS] 

 
Collectively, these improvements establish a comprehensive framework that protects 
our customers from the financial and reliability risks associated with non-deliverability 
of capacity and energy, while also aligning supplier incentives with system needs and 
regulatory expectations. 
 
VI. MANKATO ENERGY CENTER  
 
In this section we provide an overview of the Mankato Energy Center natural gas 
combined cycle combustion turbine, with a new BESS, and discuss the terms of the 
PPAs with Onward Energy Holdings, LLC. 
 
A. MEC 1 Project Overview 
 
MEC 1 is a 375 MW half of a combined cycle generation facility, located in Mankato, 
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Minnesota that began commercial operation in 2006. The unit is also capable of 
operating on fuel oil as an alternative fuel source. Xcel Energy currently purchases 
the output of MEC 1 under a pre-existing PPA that is scheduled to expire in 2028. 
We provide a copy of the MEC 1 PPA as Attachment B. Notably, Xcel Energy also 
currently purchases the output from the other half of the combined cycle generation 
facility (MEC 2) under another pre-existing PPA that is scheduled to expire in 2039. 
Both the MEC 2 PPA and this new MEC 1 PPA will now expire simultaneously. 
 
The proposal for the MEC 1 project with Onward consists of two distinct agreements 
that we outline in this section. The first is a new PPA that continues the existing 
offtake arrangement between Onward and the Company, incorporating updated 
pricing and revised terms relative to the current agreement. The second agreement is 
for a new BESS, as discussed in Section VI.C below. While these agreements are 
generally independent in structure and operational function, they naturally serve 
complementary roles in supporting system reliability and resource adequacy.  
 
The MEC facility has an existing interconnection with the Northern Natural Gas 
Company interstate pipeline, and Xcel Energy is responsible for sourcing and securing 
the natural gas or fuel oil required for MEC 1 operations. Project details for MEC 1 
are summarized in Table 6 below. 
 

Table 6 
MEC 1 Project Details 

Project Type Natural Gas Combined Cycle CT  
Nameplate Capacity 375 MW 
Developer Onward Energy Holdings, LLC 
Project Location Mankato, Minnesota 
Project Structure PPA (CT)  
COD September 2028 
Contract Terms 10 years and 9 months 
Capacity Price [PROTECTED DATA BEGINS   

 
Energy Tolling Price  
Turbine Start Payment  
Fired-Hours Payment  

                                               PROTECTED DATA ENDS] 
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B. MEC 1 PPA Terms 
 
MEC 1 provides needed system capacity with long-term price certainty for our 
customers. Through prudent contracting practices and during negotiations with 
Invenergy, we have identified, assessed, and mitigated major risks while maximizing 
potential benefits through contract terms. As detailed below, while certain key terms 
may differ from the model PPA, they represent meaningful improvements over the 
current agreement.  
 

1. MEC 1 Payment Rate 
 
The MEC 1 PPA provides price certainty for firm, dispatchable capacity and energy     
at a price of [PROTECTED DATA BEGINS   
                                                                                    PROTECTED DATA ENDS] 
for a 10-year and 9-month term. The capacity payment is subject to adjustments for 
actual availability, as corrected for adverse ambient conditions. This structure ensures 
that the seller is incentivized to maintain high availability and reliability. Capacity 
payments will be due regardless of the frequency, duration, times, or seasons in which 
the Company dispatches the project. In addition, the Company will make monthly 
payments to Onward based on the quantity of energy (MWh) received from the project 
and the number of turbine starts requested by the Company to produce that energy. 
 

2. Customer Protections Added with Notable Improvements to Key Terms in       
Proposed MEC 1 PPA 

 
As summarized below in Table 7, the proposed MEC 1 PPA incorporates a range of 
strengthened key terms compared to the current agreement, aimed at meaningfully 
reducing risk to our customers. These enhancements improve performance 
accountability and more closely align contractual obligations with real-world operating 
conditions. They are particularly important in ensuring the deliverability of accredited 
capacity and energy, especially during heightened system conditions.  
 
Notably, significant provisions absent from the current PPA – Permit Limitations, 
Elevated System Condition (ESC) Adjustments, and Performance (Availability) 
Minimums – have been added to the new PPA. These terms reduce risk to our 
customers by tying compensation more directly to operational performance and 
availability.  
 



PUBLIC DOCUMENT 
PROTECTED DATA HAS BEEN EXCISED 

 
 
 

24 
 

Additional protections include enhanced security requirements, stronger performance 
standards, cost-sharing for changes in law, and more clear assignment and sale 
protections, as detailed in Table 7 below. Together, the Availability and ESC 
adjustment mechanisms, combined with limitations on maintenance scheduling, 
create strong incentives for the facility to remain available during elevated conditions. 
These provisions also support the Company’s ability to qualify the resource for 
MISO’s Available Maximum Emergency (AME) accreditation, thereby enhancing its 
value and reliability within the regional market.   
 

Table 7 
MEC 1 PPA Term Improvements 

Term Current PPA Proposed PPA Extension 
Permit Limitations [PROTECTED DATA 

BEGINS   
 
 
 
 
 
 

ESC Adjustment   
 

Assignment/Change 
of Control 

  
 
 
 
 

Security   
Performance   

 
Change in Law   

 
 
 

ROFO   
 
PROTECTED DATA ENDS] 

 
Collectively, these improvements establish a comprehensive framework that protects 
our customers from the financial and reliability risks associated with non-deliverability 
of capacity and energy, while also aligning supplier incentives with system needs and 
regulatory expectations. 
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C. MEC BESS Project Overview 
 
The MEC BESS (12 MW/48 MWh lithium-ion battery sited at the Mankato facility) 
[PROTECTED DATA BEGINS   
                                       PROTECTED DATA ENDS]. We provide a copy of the 
associated agreement as Attachment C.  
 
Project details are summarized in Table 8 below. 
 

Table 8 
MEC BESS Project Details 

Project Type BESS 
Nameplate Capacity 12 MW/48 MWh 
Developer Onward Energy Holdings, LLC 
Project Location Mankato, Minnesota 
Project Structure Agreement 
COD September 1, 2028 
Contract Terms 10 years and 9 months 
Payment  [PROTECTED DATA BEGINS   

 
 
 
                                        PROTECTED DATA ENDS] 

 
D. MEC BESS Agreement Terms 
 
The Mankato BESS agreement provides price certainty and operational reliability for 
the Company’s system. The agreement includes enforceable performance standards, 
milestone requirements, and remedies that ensure that our customers pay only for 
the delivered and contracted service. Section IX outlines relief mechanisms – offered  
to all selected bidders with new construction resources – to address geopolitical 
uncertainties such as trade measures, tax law changes, and federal permitting delays, 
ensuring project viability and protecting both the Company and Sellers from 
extraordinary external risks.  
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1. MEC BESS Price 
 
The [PROTECTED DATA BEGINS   
PROTECTED DATA ENDS]30 for a 10-year and 9-month term.   
 

2. Performance Adjustment Mechanisms 
 
The agreement includes robust performance guarantees and remedies for non-
delivery, as described below in Table 9. These provisions are designed to protect 
our customers from financial and reliability risks associated with non-performance. 
 

Table 9 
 Performance Terms 

Term Adjustment 
[PROTECTED DATA 
BEGINS   

  

  
 

  
 
 
 

  
 

  
 
 

  
 
 
 

  
 
 
 
                             PROTECTED DATA ENDS]   

 
 

 
30 Rates are subject to adjustment based on new changes to tariffs imposed on the projects components as 
described further in Section IX. 
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VII. NORTH STAR ENERGY STORAGE 
 
This section provides an overview of the North Star Energy Storage project and 
outlines the key terms of the PPA agreement with DE Shaw Renewable Investments, 
LLC (DESRI). A copy of the North Star BESS PPA is included as Attachment D. 
 
A. North Star BESS Project Overview 
 
The North Star surplus BESS PPA with DESRI adds storage capacity to the existing 
100 MW North Star Solar Facility. The project will be located in Chisago County, 
Minnesota, and sited adjacent to the existing North Star Solar substation.  
 
The project was initially proposed as an 80 MW facility under a 15-year term. During 
negotiations, parties reached terms to increase the project size to 100 MW in exchange 
for a reduced per-unit cost. The North Star surplus BESS PPA provides price certainty 
for firm, dispatchable capacity at a price of [PROTECTED DATA BEGINS                             
                          PROTECTED DATA ENDS]. The Company requests approval       
of the 100 MW configuration, which offers more firm capacity at a lower per-unit price.  
Should the Commission order the project remain at 80 MW, the price shall revert to 
[PROTECTED DATA BEGINS                                   PROTECTED DATA ENDS]. 
 
The BESS will interconnect to the grid through a shared infrastructure arrangement, 
utilizing existing transmission facilities and surplus interconnection capacity associated 
with the existing North Star Solar facility. The Solar facility has an existing interconnection 
for 100 MW. DESRI successfully obtained 80 MWs of surplus interconnection to 
accommodate the BESS. This approach enables the integration of the BESS without 
requiring significant system upgrades. To accommodate the additional 20 MW for the 
guaranteed storage capacity, DESRI will apply for 20 MWs of additional surplus 
interconnection service with MISO. The additional 20 MWs of capacity under the 
PPA is conditioned on DESRI successfully obtaining an amendment to the surplus 
interconnection reflecting the full 100 MW capacity. 
 
Project details for North Star BESS are summarized in Table 10 below. 
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Table 10 
North Star BESS Project Details 

Project Type BESS 
Nameplate Capacity 100 MW/400 MWh (or 80 MW/320 MWh) 
Developer DESRI, LLC 
Project Location Chisago County, Minnesota 
Project Structure PPA 
COD May 30, 2027 
Contract Terms 15 years 
Capacity Price [PROTECTED DATA BEGINS    

 
 
PROTECTED DATA ENDS] 

 
B. North Star BESS PPA Terms 
 
The North Star BESS project provides needed system capacity with long-term price 
certainty for our customers. Through prudent contracting practices and during 
negotiations with DESRI, we have identified, assessed, and mitigated major risks with 
maximizing potential benefits through the contract terms. Section IX outlines relief 
mechanisms – offered to all selected bidders with new construction resources – to 
address geopolitical uncertainties such as trade measures, tax law changes, and federal 
permitting delays, ensuring project viability and protecting both the Company and 
Sellers from extraordinary external risks.  
 

1. Payment Rate 
 
The 100 MW/400 MWh North Star BESS PPA includes fixed capacity payments         
of [PROTECTED DATA BEGINS                               PROTECTED DATA 
ENDS] for a 15-year term.  
 

2. Performance Adjustment Mechanisms 
 
The North Star Storage PPA includes several performance-based adjustment 
mechanisms that align with the RFP model PPA. Performance provisions are 
designed to ensure that the facility delivers reliable, high-quality service and that 
payments to the Seller are aligned with actual performance. These mechanisms, 
described below, are structured to align Seller compensation with actual system 



PUBLIC DOCUMENT 
PROTECTED DATA HAS BEEN EXCISED 

 
 
 

29 
 

performance, incentivize high availability and efficiency, and provide flexibility for 
operational realities.  
 

a.  Capacity Availability Factor (CAF) Adjustment 
 

The monthly capacity payment varies based on the actual availability of the project 
each month. The CAF reflects the actual available capacity of the battery storage 
system, adjusted for scheduled maintenance. If the facility is unavailable due to forced 
outages or underperformance, the Seller’s payment will be reduced accordingly. This 
mechanism incentivizes the Seller to maximize system availability and reliability 
throughout the contract term. 

 
b. Round Trip Efficiency Adjustment 

 
The contract requires the battery storage system to meet its committed round-trip 
efficiency (RTE) levels each year. RTE is the ratio of energy discharged compared 
to energy charged reflecting the efficiency of the project’s charging capabilities. If the 
actual RTE, falls below the guaranteed levels, the monthly payment is reduced.  
This ensures that the Seller is financially motivated to maintain the battery’s efficiency 
over time. 
 

c. Excess Throughput 
 
If the North Star battery is discharged above the annual throughput limit, the Seller is 
entitled to an additional payment for each megawatt-hour (MWh) of excess energy 
delivered. This payment is set at [PROTECTED DATA BEGINS   
PROTECTED DATA ENDS] for energy discharged above the annual throughput 
limit, providing an incentive for the Seller to make the system available even beyond 
its planned throughput, while also protecting the facility from overuse that could 
degrade the asset. 
 

d. Penalties for Failure to Respond to Dispatch 
 

If the Seller fails to accurately or timely respond to a dispatch notice, and the market 
operator imposes a penalty or charge on the Company as a result, the Company may 
pass through those charges to the Seller by reducing the next monthly payment. 
 

3. Critical Path Development Milestones 
 
The PPA requires achievements of certain milestones that are critical to the successful 
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and timely development of the project, referred to as “Critical Path Development 
Milestones.” If North Star misses or is anticipated to miss a critical milestone, it must 
establish a recovery plan to restore the project’s schedule. Further, if North Star fails 
to reach these critical milestones by the respective deadlines, it will be subject to 
liquidated delay damages. If the project fails to achieve COD by its target, it will again 
be subject to liquidated delay damages. And if it fails to achieve COD altogether, the 
Company can terminate and collect damages for termination. 
 

4. Security Fund 
 
North Star is required to fund and maintain security in favor of the Company 
following execution and throughout development and the term of the contract 
(Security Fund). The Company may draw from this Security Fund to recover amounts 
owed to the Company for liquidated delay damages, actual damages, and liquidated 
damages for failure to reach the Critical Path Development Milestones or failure to 
achieve COD.  
 

5. Resource Attributes Conveyed to the Company 
 
The North Star Storage PPA ensures that the Company receives all capacity and 
environmental attributes from the project. This ensures that the Company is able to 
count the project’s accredited capacity toward its planning requirements. 
 

6. Labor 
 
The RFP required all bidders to utilize union labor for the construction of the facility, 
and such remains a provision of the proposed PPAs as well.  
 
VIII. LAKE WILSON SOLAR AND STORAGE ENERGY CENTER 
 
The proposed Lake Wilson Solar and Storage Energy Center bid is for a 150 MW 
solar generating facility and 95 MW/380 MWh BESS, located in Murray County, 
Minnesota. The project is being developed by Invenergy Renewables. 
 
As discussed earlier, the Company has yet to reach terms with Invenergy for the Lake 
Wilson Solar and Storage project. The Company continues to evaluate the project’s 
viability, taking in consideration multiple price increases following bid submission, 
and other challenges that could materially affect the overall value and feasibility of the 
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project. These considerations are part of our broader effort to ensure that all projects 
remain in the best interest of our customers and align with long-term system needs.  
 
The Company continues to actively evaluate the viability of the project in light of 
broader industry challenges, and despite the relief mechanisms offered and described 
in Section IX below, parties remain hesitant to move forward. If the parties are able 
to resolve the remaining issues and the Company determines the project remains in 
the best interest of our customers, a supplement including the executed Lake Wilson 
Solar and Storage PPA will be filed in the coming weeks.  
 
IX. RELIEF MECHANISMS ASSOCIATED WITH GEOPOLITICAL 

UNCERTAINTY 
 
As detailed above, the industry is facing tremendous uncertainty. This unprecedented 
uncertainty includes uncertain trade measures, tariff imposition, tax credits, tax 
qualifications, federal permitting, import restrictions and foreign entity concerns just 
to name a few. As such, the Company recognizes that granting practical and limited 
relief mechanisms in an effort to stabilize and promote the continued development  
of new resources is necessary and prudent at this time. Generally, the Company 
determined that three primary components currently are driving geopolitical 
uncertainty for the projects. First, everchanging tariffs and trade measures make it 
very challenging to lock in definitive equipment costs for project development. 
Second, the undeniable scrutiny on tax incentives for renewable energy development 
recently has made committing to a project’s economics difficult without tremendous 
financial risk. And third, federal action challenging project permitting not only 
threatens a project’s schedule but ultimately could prevent a project from being 
constructed altogether.   
 
In consideration of the above, each of the new construction resources in this portfolio 
(North Star BESS and MEC BESS) has been granted the relief mechanisms summarized 
below. The relief incorporates a comprehensive set of mechanisms joined with practical 
safeguards designed to address regulatory uncertainty, evolving reliability standards, and 
macroeconomic disruptions. These relief mechanisms provide a balanced framework that 
protects both the Seller and the customer from extraordinary external risks while 
supporting project viability and promoting timely delivery of the projects and their 
contracted services. The relief mechanisms are consistent with those offered to all 
selected bidders in the firm dispatchable proceeding. 
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A. Specified Change in Tax Law 
 
If a change in tax law (for example, a repeal of a clean energy tax credit) prevents the 
Seller from realizing investment or production tax credit benefits, and the financial 
impact on the project exceeds a material threshold relative to the size of each project, 
then Seller has the opportunity to exit the contract, forfeiting a portion of their 
security. Prior to termination, both parties must engage in a 90-day negotiation period 
to amend the PPA in an effort to continue with the project prior to terminating.  
The Seller can be granted up to 75 days of COD delay during the process. Any such 
change in tax law triggering this relief is subject entirely to verification by an 
Independent Auditor. 
 
B. Extraordinary Federal Action 
 
If the Seller is unable to reach COD due to a federal permit being withheld or denied, 
the Seller is granted a day-for-day extension. For example, if a presidential executive 
order withholding the project’s construction permit causes the delay or otherwise 
makes construction impossible, then the Seller may extend their planned in-service 
dates to allow additional time to obtain such permit. If the delay continues and COD 
still cannot be achieved within a year, then either party has the opportunity to exit the 
contract without penalty.  
 
C. New Trade Measure Event 
 
If a new or modified import tariff is imposed on the project’s major components, the 
Seller may request a rate increase, capped at no more than 20 percent, to account for 
the change in tariff impact on the project. Each new tariff and requested rate increase 
must be verified by an Independent Auditor. The Independent Auditor shall be 
granted the opportunity to review Seller’s major equipment and determine the validity 
and impact of any new tariff. If the Independent Auditor denies the new tariff, or if 
Seller’s calculation of the rate increase is determined by the Independent Auditor as 
materially inaccurate or otherwise in bad faith, no rate increase will be granted. The 
Seller has the right to submit multiple requests for different tariff events and is 
granted up to 75 days of COD delay during the review process. If the Independent 
Auditor verifies the new tariff event and also verifies Seller’s calculation of the rate 
increase, then the rate increase will be automatically applied to the PPA for the 
remainder of the term.  
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X. THE PROPOSED PPAS ARE REASONABLE AND IN THE  
PUBLIC INTEREST 

 
The IRP Order requires that the evaluation of these PPAs 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 agreement 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 agreement that inappropriately shifted risk or unknown costs to 
ratepayers; and 

d. the reasonableness of delay and cancellation provisions.31 
 

We discuss each of these evaluation criteria below.  
 
A. The PPA Prices and Terms Protect Ratepayers from Costs Exceeding 

Bids and Ensure Benefits Assumed in the Bids are Realized 
 
As described in Section II, the PPAs were negotiated in the context of significant 
industry-wide cost pressures, including supply chain disruptions, labor shortages,  
and evolving trade policies. Global supply chain disruptions, growing demand, labor 
market constraints, higher interest rates, and evolving trade policies are collectively 
driving up both the cost of project development and operational costs. These factors 
have led to some increases in project costs relative to original bids. However, as 
discussed below, the economic analysis was refreshed to reflect updated pricing, and 
the Company’s modeling demonstrates that the projects remain cost-effective and in 
the public interest. 
 
Despite these headwinds, the proposed PPAs remain critical to meeting our customers’ 
growing energy and capacity needs. As described in Sections V-VII, the agreements 
include fixed or formula-based pricing, with escalation factors clearly defined, and 
performance-based payment adjustments to ensure that our customers only pay for 
delivered capacity and energy. The agreements also include mechanisms to adjust 
payments downward if performance metrics are not met, ensuring benefits assumed 
in bids are realized in practice. 
 

 
31 IRP Order at Order Point 19. 
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1. Economic Analysis 
 
The analysis supporting the Commission-approved Settlement Agreement in the 2024 
IRP included EnCompass modeling supporting the selected resources. Since the time 
of the Settlement, the cost of the projects has increased due to the confluence of 
factors described in Section II.32 In order to assess the impact of these changes in 
cost, we have re-run the EnCompass model to update the Present Value of Social 
Cost (PVSC) and Present Value of Revenue Requirement (PVRR) as shown in Table 
11 below:  

 
Table 11 

Updated Scenario 1 PVSC / PVRR ($2024 millions) 

PVSC 
Delta from Updated Base 

in NPV 2024-2050  
($ million) 

NPV  
2024-2050 
($ million) 

Lyon Co CT CON - $68,839 

Updated Base - Updated Lyon Co CT CON  $0 $69,043 

Final 800 MW Portfolio $150 $69,194 

PVRR 
Delta from Updated Base 

in NPV 2024-2050  
($ million) 

NPV  
2024-2050 
($ million) 

Lyon Co CT CON - $50,103 

Updated Base - Updated Lyon Co CT CON  $0 $49,910 

Final 800 MW Portfolio $153 $50,063 

 
To update the EnCompass modeling, we created an updated base case. The updated 
base case relies on the EnCompass modeling submitted in the Lyon County CT 
Certificate of Need (CON) filing and removes the Plum Creek wind resource that 
subsequently withdrew.33 The cost of the MEC BESS is also included in the updated 
base case. 

 
32 A comparison of the final PPA price terms to the Settlement Agreement is included as Attachment E.  
33 See Combined Application for a Certificate of Need, Site Permit, Transmission Line Route Permit, & 
Partial Exemption and Pipeline Routing Permit for the Lyon County Generating Station Project, Docket 
Nos. E002/CN-25-145, G002/GS-25-154, E002/TL-25-161 and G002/GP-25-163 (May 9, 2025). 
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The updated base case can then be compared to the “Final 800 MW Portfolio”  
which includes the updated PPA pricing as well as the 20 MW increase in the size of 
North Star BESS. On a PVSC basis, this change results in an increase of $150 million 
on a PVSC basis and $153 million on a PVRR basis over the 2024-2050 timeframe, 
which is an increase of approximately 0.2 percent relative to total system costs. Given 
the current challenges in the broader market as discussed above, we believe this 
modest impact is reasonable.  

As noted above, we are continuing to negotiate with Invenergy Renewables for the 
Lake Wilson Solar and Storage project. As we are not specifically requesting approval 
of Lake Wilson in this petition, we have performed EnCompass modeling to analyze 
the impacts of removing Lake Wilson in Table 12 below: 
 

Table 12 
PVSC / PVRR ($2024 millions) With and Without Lake Wilson                               

Solar and Storage Project 

PVSC 
Delta from Updated Base 

in NPV 2024-2050  
($ million) 

NPV  
2024-2050 
($ million) 

Updated Base - Updated Lyon Co CT CON  $0 $69,043 

Final 800MW - No Lake Wilson $33 $69,076 

PVRR 
Delta from Updated Base 

in NPV 2024-2050  
($ million) 

NPV  
2024-2050  
($ million) 

Updated Base - Updated Lyon Co CT CON $0 $ 49,910 

Final 800MW - No Lake Wilson ($103) $ 49,808 

 
As discussed above, if the parties are able to resolve the outstanding issues and the 
Company determines the project remains in the best interest of our customers, a 
supplemental filing including the executed Lake Wilson Solar and Storage PPA will 
be filed in the coming weeks. As shown in Table 12 above, when Lake Wilson is 
removed, our modeling shows the portfolio of projects--MEC, Cannon Falls and 
North Star – provide benefits to our system on a PVRR basis and modest costs on 
a PVSC basis compared to the updated base case.   
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B. The Agreements have Terms that Sufficiently Protect Ratepayers from 
Risks Associated with the Non-deliverability of Accredited Capacity 
and/or Energy from the Projects 

 
The agreements incorporate robust performance guarantees and remedies for non-
delivery as discussed in Sections V through VII. For new construction, if a project 
fails to achieve commercial operation by the target date, liquidated damages are owed 
to the Company, and the Company may terminate the agreement after defined cure 
periods. For all projects, if performance falls below contractual thresholds – such as 
minimum capacity availability or round-trip efficiency – the Company has the right to 
terminate the agreement and recover damages, including the right to purchase the 
facility at fair market value in the event of seller default. These provisions ensure that 
seller compensation directly align seller compensation with actual delivery of 
accredited capacity and energy, minimizing risk to our customers.  
 
C. The Terms of the Agreements Fairly Distribute Risk and Clearly           

Define Costs for Ratepayers  
 
The agreements are structured to fairly allocate risks between the Company and the 
seller. Key risks – such as construction delays, underperformance, and certain changes 
in law – are borne by the seller, with explicit caps on the Company’s exposure. For 
example, for new construction, with the relief mechanisms described in Section IX, 
the seller is responsible for all costs associated with construction, permitting, and 
achieving commercial operation, and must post substantial security to guarantee 
performance. The Company’s payment obligations are limited to delivered capacity, 
with reductions for underperformance. While some cost escalation is permitted (e.g., 
for inflation or certain regulatory changes), these are formulaic and transparent, and 
the agreements include caps and cost-sharing provisions for changes in law or tariffs.  
 
D. The Delay and Cancel Provisions are Reasonable 
 
The PPAs include clear, enforceable provisions for delay and cancellation. If the seller 
fails to meet critical path milestones or commercial operation deadlines, liquidated 
damages are owed to the Company, and the Company may terminate the agreement 
after defined cure periods. In the event of seller default, the Company may recover 
damages up to a defined cap. The agreements also provide for termination in the 
event of extended force majeure, with clear procedures for return of security and 
allocation of costs. These provisions are consistent with industry standards and 
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provide strong incentives for timely project delivery while protecting our customers 
from undue risk. 
 
XI. EFFECT OF CHANGE UPON XCEL ENERGY REVENUE 
 
Pursuant to Minn. Stat. § 216B.16 subd. 7(3), the costs for “fuel used in generation of 
electricity” are eligible for automatic adjustment under the Fuel Clause Rider. Under 
the terms of our currently effective Fuel Clause Rider in our tariff, “[t]he energy cost 
of purchases from a qualifying facility” are “qualifying costs” that comprise the Cost 
of Energy. Because the projects satisfy the conditions of a qualifying facility, the 
Company plans to recover the costs of these agreements through our Fuel Clause 
Rider. No net increase in revenue to Xcel Energy will result from these transactions, 
as the power purchases will equal the revenue collected.  
 
XII. SELF-BUILD PROJECT STATUS 
 
As previously noted, the IRP Order approved two self-build projects: (1) the Lyon 
County Generating Station and (2) the Sherco West BESS.34 Below, we provide an 
update on the status of each project and the planned approach for cost recovery. 
 
A. Lyon County Generating Station 
 
As directed in the IRP Order, the Company filed a Combined Application for a 
Certificate of Need, Site Permit, Transmission Line Route Permit, & Partial 
Exemption and Pipeline Routing Permit for the Lyon County Generating Station 
Project on May 9, 2025.35 The Company plans to seek cost recovery for the project 
through a future rate case. 
 
B. Sherco West BESS 
 
The Company anticipates submitting a site and route permit application to the 
Commission for the Sherco West BESS project in October 2025. We intend to  

 
34 IRP Order at Order Point 11 and 12. 
35 IRP Order at Order Point 1a. See Combined Application for a Certificate of Need, Site Permit, 
Transmission Line Route Permit, & Partial Exemption and Pipeline Routing Permit for the Lyon County 
Generating Station Project, Docket Nos. E002/CN-25-154, E002/TL-161, G002/GS-25-154, and 
G002/GP-25-163, (May 9, 2025). 
 



PUBLIC DOCUMENT 
PROTECTED DATA HAS BEEN EXCISED 

 
 
 

38 
 

recover costs associated with the Sherco West BESS project through the Renewable 
Energy Standard (RES) Rider, pursuant to Minn. Stat. § 216B.1645. The Sherco West 
BESS is designed to support the integration, reliability, and optimization of renewable 
energy resources across the Company’s system. The project aligns with the statutory 
intent and Commission precedent for cost recovery under the RES Rider and will 
contribute to the Company’s – and the State’s – broader strategy of enabling higher 
renewable penetration and grid decarbonization. 
 

CONCLUSION 
 

The proposed agreements represent a critical step forward in securing reliable, 
dispatchable capacity for our customers. Each agreement reflects a careful balance 
of affordability, risk mitigation, and operational flexibility, consistent with the 
Commission’s directives in the IRP Order.  
 
These PPAs will provide needed capacity and energy for our system and serve our 
customers at a reasonable cost, with terms that sufficiently protect our customers from 
risks associated with the non-deliverability of capacity and/or energy from the project(s). 
 
For these reasons, we respectfully request that the Commission take the following 
actions:  

• Find that the proposed agreements are in the public interest. 

• Approve the proposed agreements: 
o Invenergy – Cannon Falls: a set of two, existing gas-fired combustion 

turbines, totaling 357 MW located in Cannon Falls, Minnesota 
o Onward – Mankato Energy Center (MEC): an existing 375 MW 

natural gas combined cycle facility, MEC 1, and a separate agreement for 
a new BESS. All components are located in Mankato, Minnesota. 

o DESRI – North Star Energy: a new, 100 MW BESS added to the 
existing North Star Storage facility located in Chisago County, 
Minnesota. 

• Authorize the Company to recover, through the Fuel Clause Rider, pursuant       
to Minn. Stat. § 216B.16 subd. 7(3), the Minnesota jurisdictional portion of the 
costs incurred under the agreements from Minnesota retail customers.  
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• Establish a procedural schedule such that the Commission may complete 
deliberations by mid-January 2026. Earlier approval increases the likelihood 
that projects will qualify for tax credits and significantly reduces the risk of 
construction delays or project failure.  

 
 
Dated: September 26, 2025 
 
Northern States Power Company
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PETITION 

 
 
 

SUMMARY OF FILING 
 
Please take notice that on September 26,  2025, Northern States Power Company filed 
with the Minnesota Public Utilities Commission its Petition for approval of Power 
Purchase Agreements (PPAs) and related service agreements for three projects: (1) 
Cannon Falls Energy Center (Cannon Falls) developed by Invenergy, (2) Mankato 
Energy Center (MEC 1) and a new Battery Energy Storage System (BESS) developed 
by Onward, and (3) North Star Energy developed by DESRI. Cannon Falls is a set of 
two, existing gas-fired combustion turbines totaling 357 megawatts (MW) in size 
located in Cannon Falls, Minnesota. MEC 1 is an existing 375 MW natural gas 
combined cycle facility located in Mankato, Minnesota.  
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Comparison of Final PPA Pricing to Resource Plan Settlement Agreement 
 

Below we provide a comparison of the final pricing terms included in the Mankato 
Energy Center, Cannon Falls and North Star PPAs to the pricing at the time of the 
Resource Plan Settlement in MPUC Docket Nos. E002/RP-24-67 and E002/CN-23-212.  
 
 

Table 1: Mankato Energy Center 

Price Term Settlement Final 

Capacity Price 
[PROTECTED DATA BEGINS  
 
  

 

Energy Tolling 
Price 

 
 
 

 

Turbine Start 
Payment   

Fired-Hours 
Payment   

Dispatchability 
Payment   

BESS                              PROTECTED 
DATA ENDS] 

 

Table 2: Cannon Falls 

Price Term Settlement Final 

Capacity Price 
[PROTECTED DATA BEGINS 
 
  

 

Energy Tolling 
Price   
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Price Term Settlement Final 

Turbine Start 
Payment 

  

Fired-Hours 
Payment   

Dispatchability 
Payment 

                         PROTECTED 
DATA ENDS] 

 

 

Table 3: North Star BESS 

 Price Term Settlement Final  

 Capacity Price [PROTECTED DATA BEGINS   
                                       
PROTECTED DATA ENDS] 
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