m COMMERCE
DEPARTMENT
November 27, 2023

Will Seuffert

Executive Secretary

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

St. Paul, Minnesota 55101-2147

RE: Comments of the Minnesota Department of Commerce, Division of Energy Resources
Docket No. E002/M-13-867
In the Matter of Northern States Power Company, dba Xcel Energy, for Approval of Its Proposed
Community Solar Garden Program.

Dear Mr. Seuffert:

On September 22, 2023, the Minnesota Public Utilities Commission (Commission) issued a Notice of
Comment Period seeking comment on Northern States Power Company, dba Xcel Energy (Xcel)
calculation of its 2024 Value of Solar (VOS) rate.

The Minnesota Department of Commerce (Department) offers the attached comments on Xcel’s
calculation. The Department recommends conditional approval of Xcel’s 2024 VOS rate, subject to a
30-day negative check-off of a recalculation to reflect current developments related to the social cost
of carbon, and recommends the Commission continue the requirement for Xcel to file updated VOS
calculations. The Department is available to answer any questions the Commission may have.

Sincerely,

/s/ Louise |. Miltich
Assistant Commissioner of Regulatory Affairs

85 7th Place East - Suite 280 - Saint Paul, MN 55101 | P: 651-539-1500 | F: 651-539-1547
mn.gov/commerce
An equal opportunity employer
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. BACKGROUND

The Minnesota Public Utilities Commission (Commission) adopted the Value of Solar methodology
(VOS) in its April 1, 2014, Order in Docket No. E999/M-14-65, and approved its use for Northern States
Power Company, d/b/a Xcel Energy’s (Xcel or the Company) Solar*Rewards Community (CSG) Program
in the Commission’s September 6, 2016, order in this docket. Minn. Stat. § 216B.164, subd. 10(h),
requires Xcel to recalculate the Value of Solar (VOS) on an annual cycle and file the VOS with the
Commission for approval. Consistent with state law, the Commission’s March 4, 2020, order in this
docket also requires Xcel to submit an annual VOS update filing.

On September 1, 2023, Xcel submitted its VOS calculation for 2024. In its filing, Xcel noted that Minn.
Stat. § 216B.1641 was amended in the 2023 legislative session to create a new CSG program. Under
the new program, compensation for CSGs approved after January 1, 2024, is prescribed by Minn. Stat.
§ 216B.1641, subd. 8; not based on the VOS. Therefore, the 2023 vintage year will be the final vintage
for which bill credits are based on the VOS. Citing this change, Xcel requested the Commission end the
VOS update filing requirements for year 2025 and beyond.

On September 22, 2023, the Commission issued a Notice of Comment Period seeking comment on
Xcel’s calculation of VOS rates for 2024.

Il DEPARTMENT ANALYSIS
In its Notice of Comment Period, the Commission requested that parties comment on the following:

A. Should the Commission approve the 2024 VOS?

B. Should the Commission discontinue the requirement for Xcel to file updated value-of-solar
(VOS) calculations, as found in the Commission’s March 4, 2020, Order?

C. Are there other potential uses and applications for the VOS?

D. Arethere any other issues or concerns related to this matter?

A. SHOULD THE COMMISSION APPROVE THE 2024 VOS?

The Department has reviewed Xcel’s proposed VOS rates and concludes that Xcel’s calculations are
mathematically correct and consistent with past practice. Based on this, the Department concludes
that the rates comply with the approved VOS methodology. Xcel’s calculation of avoided
environmental cost, however, does not reflect current developments related to the social cost of
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carbon dioxide (a greenhouse gas). On February 7, 2023, Governor Walz signed Minnesota Session
Laws 2023, Chapter 7, section 18, which revised Minn. Stat. § 216B.2422, subd. 3, to require the
Commission to “provisionally adopt and apply the draft cost of greenhouse gas emissions valuations
(social cost of greenhouse gases), as presented in the U.S. Environmental Protection Agency’s (EPA)
External Review Draft of Report on the Social Cost of Greenhouse Gases: Estimates incorporating
Recent Scientific Advances.” The law took effect on the date of enactment.

On September 14, 2023, the Commission voted to update the Commission’s January 3, 2018, Order in
Docket E-999/CI-14-643 to provisionally adopt and apply the draft cost of greenhouse gas emissions
valuations presented in the EPA’s External Review Draft of Report on the Social Cost of Greenhouse
Gases released in September 2022, and its successors, consistent with Minn. Stat. § 216B.2422, subd.
3. The Department believes the 2024 VOS calculation should reflect this development through an
update to the avoided environmental cost as soon as the Commission’s order is filed in docket 14-643.

The Department recommends the Commission require Xcel to update the 2024 VOS calculations to
reflect the Commission’s adoption of the draft cost of greenhouse gas emissions valuations as
presented in EPA’s External Review Draft of Report on the Social Cost of Greenhouse Gases: Estimates
incorporating Recent Scientific Advances, with approval of the recalculated 2024 VOS subject to a 30-
day negative check-off.

B. SHOULD THE COMMISSION DISCONTINUE THE REQUIREMENT FOR XCEL TO FILE UPDATED VOS
CALCULATIONS, AS FOUND IN THE COMMISSION’S MARCH 4, 2020, ORDER?

As noted in the Commission’s Notice of Comment Period, Minn. Stat. § 216B.1641 was amended in the
2023 legislative session. Minn. Stat. § 216B.1641, subd. 8 applies to the new CSG program
administered by the Department and establishes a new rate methodology for compensating CSGs.
Pursuant to Minn. Stat. § 216B.1641, subd. 1(d) and (h)(2)(i), CSGs approved before January 1, 2024, in
Xcel’s Legacy Program, continue to receive compensation under subdivision 1(d), which includes the
VOS rate.

The 2023 legislative amendments did not, however, change Minn. Stat. § 216B.164, subd. 10, which is
a tariff rate that is not limited to CSGs. Moreover, subdivision 10 (h) requires that “The utility shall
recalculate the alternative tariff on an annual cycle, and shall file the recalculated alternative tariff with
the commission for approval.” The plain language of the statute, therefore, continues to require that
Xcel perform the annual calculation and file the recalculated tariff with the Commission for its
approval.

The Department agrees with Xcel that the requirement from the March 4, 2020 Order for Xcel to file an
updated VOS may no longer be necessary for the sole purpose of calculating CSG bill credits. However,
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the Department recommends that the Commission continue to require Xcel to calculate and file annual
updates consistent with Minn. Stat. § 216B.164, subd. 10(h).

C. ARE THERE OTHER POTENTIAL USES AND APPLICATIONS FOR THE VOS?

Although VOS will not be the basis for establishing bill credit amounts for CSG projects with vintage
years 2024 and beyond, the Department believes the ongoing calculation of VOS continues to provide
value. As stated in statute, VOS provides an assessment of the value of distributed solar to the utility,
its customers and society?! in terms of “the value of energy and its delivery, generation capacity,
transmission capacity, transmission and distribution line losses, and environmental value.”? A proper
VOS calculation remains crucial for assessing the value provided to ratepayers by distributed solar
generation and weighing both the costs and the benefits of distributed solar generation.

In 2013 the legislature directed the Department to conduct a robust stakeholder process to develop
the value of solar methodology, and then seek Commission approval of its methodology.3 In the years
since the establishment of the methodology, there has been robust discussion of the methodology at
the Commission. The Department believes there may be important opportunities to evolve the
methodology moving forward to reflect our changing energy landscape.*

1l. CONCLUSION

The Department recommends that the Commission require that Xcel, subject to a 30-day negative
check-off, recalculate 2024 VOS rates to reflect avoided environmental costs consistent with Minn.
Stat. § 216B.2422, subd. 3, and continue the requirement for Xcel to annually file updated VOS
calculations.

! Cite to 2014 Department VOS Methodology
2Minn. Stat. 216B.164, subd. 10(f).
3216B.164 Subd. 10(f)

4 The VOS methodology may also account for “based on known and measurable evidence of the cost or benefit
of solar operation to the utility, incorporate other values into the methodology, including credit for locally
manufactured or assembled energy systems, systems installed at high-value locations on the distribution grid, or
other factors.” Minn. Stat. 216B.164, subd. 10(f).
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