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August 17, 2022

Mr. Will Seuffert

Executive Secretary

Minnesota Public Utilities Commission
121 7" Place East, Suite 350

St. Paul, MN 55101

Re:  In the Matter of Xcel Energy’s Petition for Approval of the Sherco Solar Project
MPUC Docket No. E-002/M-20-891

Dear Mr. Seuffert:

The Office of the Attorney General—Residential Utilities Division (“OAG”) submits this
Letter in response to Northern States Power Company’s (“Xcel” or “Company”) July 27, 2022
Supplemental Filing in the above-entitled matter. The purpose of this Letter is to generally support
the proposed cost cap in an agreement reached by Xcel and the Department of Commerce
(“Department”) while also demonstrating that some minor changes to one portion of Xcel’s
proposal are essential in order to protect ratepayers.

This proceeding implicates many important interests. The Commission should seek an
outcome that prevents ratepayers from paying an excessive price for their electricity, protects the
climate from harmful carbon emissions, and effectuates a just transition by doing right by workers
and communities impacted by plant closures. In its role as an advocate for residential and small
business consumers,' the OAG raised important concerns about the costs that ratepayers would
bear as a result of Xcel’s proposal for the Sherco Solar project. The OAG also recognizes Xcel’s
claim that the project will create approximately “900 well-paying union construction jobs,”? while
building additional renewable generation. Xcel’s proposed cost cap appropriately balances these
interests.

In its order on Xcel’s 2020-2034 resource plan, the Commission established an RFP
process for acquiring 720 MW of Company-owned solar and 600 MW of solar resources
unconstrained by interconnection location or ownership by 2026.> Xcel’s proposed cost cap would

! Minn. Stat. § 8.33 (2021).

2 Supplemental Filing at 3.

3 In the Matter of the 2020—-2034 Upper Midwest Integrated Resource Plan of Northern States Power Company d/b/a
Xcel Energy, Docket No. E-002/RP-19-368, Order Approving Plan with Modifications and Establishing Requirements
for Future Filings at Order Point 2.A.5 (Apr. 15, 2022).
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use the results of that RFP process to limit the total cost of the Sherco Solar Project. Using the
RFP process in this way is reasonable, subject to two modifications discussed below.

A well-constructed cost cap can protect ratepayers and should be approved with two
modifications to more accurately reflect the IRP order and to better protect customers by capping
the costs at the level that would have been achieved through a competitive process. First, the
language regarding company-owned projects should be changed from 300 MW to 260 MW to
align with the IRP order.* Second, the Commission should calculate the cost cap using project
costs per kWh rather than per kW.

With regard to the second modification, basing the cost cap on the cost per kWh will better
allow the Commission to compare Sherco Solar to PPAs, and potentially allow a PPA to set the
cost cap. Furthermore, it can be misleading to compare projects based on cost per kW alone.
Because of considerations like capacity factors, one project can have a lower cost per kW than a
competing project yet have a higher levelized cost per kWh.> Consider a hypothetical example
where Sherco Solar has a per-watt cost of $1.75 and a levelized cost of $75 per MWh, while the
highest-cost project selected in the RFP has a per-watt cost of $2.00 and a levelized cost of $65
per MWh. Under Xcel’s proposal, ratepayers would overpay for the energy generated by Sherco
Solar because it has a lower cost per watt than the comparison project from the RFP. If, however,
the Commission were to base the cost cap on the projects’ levelized energy costs, ratepayers would
only be responsible for paying $65 per MWh, a 13 percent savings.

Accordingly, the Commission should modify the proposed condition language as follows:

e Approve the Company’s acquisition and construction of the 460 MW
Sherco Solar Project subject to the following conditions:

o Ifthe forthcoming RFP does not result in sufficient projects to meet
the need identified in Order Point 2.a.5 of the IRP Order without
also constructing Sherco Solar (in other words, if less than 360 260
MW of company-owned projects interconnecting at Sherco and an
additional 600 MW of solar resources unconstrained by
interconnection location or ownership pass through both the
completeness and threshold reviews of the RFP, excluding those that
are not selected for shortlisting by the Company due to factors
outside the Company’s control (e.g., the bidder opts to sell the
project or energy from the project to a different party)), such that

4 The IRP order approved acquisition of “[a]pproximately 720 megawatts of company-owned solar-powered
generators [...] 460 MW of which could come from the proposed Sherco Solar project if approved by the
Commission.” Id. Thus, if the Sherco Solar project is approved, the Company would need to procure approximately
260 MW of company-owned solar, not 300 MW.

5 There are many techniques that can be employed to increase the capacity factor of a solar project, such as adding
tracking systems, using bifacial panels, or increasing the inverter loading ratio. While these investments will increase
production, they also increase capital costs.
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Finally, while the cost cap is a reasonable resolution for this docket, the OAG does not
endorse the entirety of the Company’s July 27, 2022 Supplemental Filing. Several statements in
the Supplemental Filing are unsupported in the record and have been directly refuted by the OAG.
In particular, the Company’s characterization of the Sherco Solar RFP process as “successful” is
inaccurate, because the RFP process was severely restricted and as a result the only conforming
Accordingly, the Commission should not make any findings
affirming the purported success of the RFP process, and the OAG in no way endorses use of such

bid was the Company’s own.

Sherco Solar would have been selected in the RFP were it to be bid
in, then rider recovery for Sherco Solar is capped at the revised
pricing discussed in this filing.

If the forthcoming RFP results in sufficient projects to meet the need
identified in Order Point 2.a.5 of the IRP Order without also
constructing Sherco Solar (in other words, if 306 260 MW or more
of company-owned projects interconnecting at Sherco and 600 MW
or more of additional projects unconstrained by interconnection
location or ownership pass through both the completeness and
threshold reviews of the RFP, excluding those that are not selected
for shortlisting by the Company due to factors outside the
Company’s control), then rider recovery for Sherco Solar is capped
at the lower of the dollar per kw kWh of (1) the revised pricing
discussed in this filing or (2) the highest-priced completed project
selected in the RFP (meaning, on time, all proposed MW, using
union labor), thereby ensuring customers only pay costs for Sherco
Solar at an amount that would have been selected in the RFP.

a process in the future.

Enclosures

Sincerely,

/s/ Joseph C. Meyer

JOSEPH C. MEYER

Manager, Residential Utilities Division
Assistant Attorney General

(651) 757-1433 (Voice)
(651) 296-9663 (Fax)
joseph.meyer@ag.state.mn.us



CERTIFICATE OF SERVICE

Re:  In the Matter of Xcel Energy’s Petition for Approval of the Sherco Solar Project
MPUC Docket No. E-002/M-20-891

I, JUDY SIGAL, hereby certify that on the 17th day of August, 2022, I e-filed with

eDockets a Letter of the Office of the Attorney General—Residential Utilities Division and

served a true and correct copy of the same upon all parties listed on the attached service list by

e-mail, electronic submission, and/or United States Mail with postage prepaid, and deposited the

same in a U.S. Post Office mail receptacle in the City of St. Paul, Minnesota.

Is/ Judy Sigal
JUDY SIGAL
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