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GREAT RIVER ENERGY REPLY TO EXCEPTIONS

A. INTRODUCTION

Great River Energy (“GRE”) will reply to the Department of Commerce, Division
of Energy Resources (the “Department”) and Xcel Energy’s assertions that GRE’s
proposal is not a least-cost alternative. We will also respond to these two parties’
assertions that new generation resources should be constructed to meet Xcel Energy’s
capacity needs in the 2017-2019 time period, the timing under consideration in this
proceeding. GRE’s proposal, when considered as a standalone resource, is the lowest
cost alternative for up to 200 MW, which is sufficient capacity to meet Xcel Energy’s
needs in 2017. Depending on the Commission’s determination of the capacity need for
2018 and 2019, GRE’s proposal may also be the loWest cost resource to meet Xcel

Energy’s capacity needs in those years. Further, the Commission has determined that



Xcel Energy’s identified need is for capacity only, not energy, ' and that need is fully
satisfied by GRE’s capacity credit proposal. Owning GRE’s capacity credits is equal to
Xcel Energy owning its own capacity in the Midcontinent Independent System Operator
(“MISO”) market for the purpose of meeting MISO’s reliability requirements. Therefore,
GRE’s proposal should be selected for 2017 and included in the next round of
negotiations for consideration until Xcel Energy’s capacity needs in 2018 and 2019 are
better determined.

B. GRE’s Proposal, When Considered As A Standalone Resource, Is The Least-
Cost Alternative

GRE'’s offer was intended to avoid having to build new generating facilities for at
least one year, and perhaps longer. GRE’s proposal can also be combined with other
proposals, if more capacity than provided by GRE’s offer is required. As explained
below, the record demonstrates that GRE’s proposal is, when used as a standalone
resource, the least cost alternative for up to 200 MW. When GRE’s 100 MW proposal
for all three years (2017-2019) is combined with other proposals, that alternative ranks
third in cost.? It is only when the cost for all three years of GRE’s proposal is combined
with the cost of additional resources that GRE’s offer ceases to be the least cost

alternative. GRE’s proposal should not be burdened by the additional cost of other

' In the Matter of Xcel Energy’s 2011-2025 Integrated Resource Plan, Docket No E002/RP-10-
825, Order Approving Plan, Finding Need, Establishing Filing Requirements, and Closing
Docket, at p. 6, Order Point 2 (March 5, 2013) (“March 2013 Order”).

2 Xcel Energy Initial Brief at p. 25, Table 4 — Strategist Top 20 Proposal Combinations (PVSC);
Ex. 46, Wishart Direct at pp. 19-20, 24 and 26.



proposals where GRE’s proposal, on a standalone basis, meets Xcel Energy’s capacity
needs in at least 2017.

The Department and Xcel Energy required proposals to provide at least 300 MW.
In order for GRE’s proposal to meet Xcel Energy’s 300 MW threshold, Xcel Energy
considered GRE’s proposal in conjunction with other projects. Similarly, the Department
added the cost of generic units to its model to supplement GRE’s proposal.” Neither
evaluated GRE’s proposal on a standalone basis for meeting Xcel Energy’s capacity need
in 2017. Thus, both parties disregard GRE’s low-cost alternative for 2017, which
proposal also provides an efficient hedge against the uncertainties in Xcel Energy’s
forecasted need in the 2017 to 2019 timeframe. As GRE explained in its Rebuttal
Testimony, its proposal is scalable both in terms of capacity (100 MW or 200 MW) and
also in years. This means that its offer can be selected for one, two or three years.’
Therefore, there is no need to add the cost of another project to GRE’s proposal in order
to meet Xcel Energy’s capacity need in 2017.

The Commission found that Xcel Energy needs capacity of 150 MW in 2017
increasing to 500 MW in 2019: “For purposes of Xcel’s competitive bidding docket, the
Commission finds it appropriate to solicit proposals for an additional 150 MW in 2017,

increasing up to 500 MW by 2019.”° While Xcel Energy is authorized to acquire more

? ALS Report Finding 181; Ex. 46, Wishart Direct at pp. 22-26; Ex. 83, Rakow Direct at pp. 29-
33; and Ex. 86, Rakow Rebuttal at 3.

* Ex. 64, Selander Rebuttal at pp. 3-4.

> March 2013 Order at p.6 (emphasis original).



than 150 MW of capacity in 2017.° there is no reason to add 300 MW in 2017, as
assumed by the Department and Xcel Energy, because GRE provides a lower cost
alternative for meeting all of Xcel Energy’s needs in 2017. The appropriateness of
addressing Xcel Energy’s lower capacity needs in 2017 independent from the higher
capacity needs in 2018 and 2019 is reflected in the following Commission directive: “In
particular, Xcel should invite proposals for meeting all of the forecasted need, or any part
i

There is also a very real probability that Xcel Energy will need less capacity in
2018 and 2019 than contemplated at the time of the Commission’s March 2013 Order
authorizing up to 500 MW of additional capacity in 2019. The following Table identifies
the potential for dramatically lower Xcel Energy capacity needs than previously assumed.
The lower forecasted September 2013 capacity needs are the result of using an updated
Xcel Energy demand forecast (“Base™), and two possible changes in MISO established

reserve requirements (“7.3 percent” and “6.2 percent”).

S1d
7 Id. (emphasis added).



Table 1
Comparison of Xcel Energy Forecasts

Surplus / (Deficit)
Forecast Vintage MW
2017 | 2018 | 2019
Resource Plan Order® / Spring 2013’ (153) | (318) | (443)
September 2013 — Base'” (93) | (218) | (307)
September 2013 — 7.3% Reserve Margin'' 84 | (40) | (128)
September 2013 — 6.2% Reserve Margin'? 183 60 | (26)

Depending on which forecast the Commission uses to select the appropriate
resources, GRE’s proposal is, at a minimum, the lowest cost resource for 2017, and may
be the lowest cost resource for 2018, or even for 2019. Until more information is known
about Xcel Energy’s capacity needs for 2018 and 2019, GRE’s proposal should be
selected for 2017 and included in the next round of negotiations for 2018 and 2019, If
events develop such that GRE’s proposal is not needed for 2017 or will not be the least
cost alternative for 2018 or 2019, it can be eliminated.

Both the Department and Xcel Energy agree that capacity forecast updates should
be provided by Xcel Energy in its 2014 Resource Plan and again in the Fall of 2014 and
2015 for the purpose of delaying, as needed, the addition of new resources.”> As Xcel
Energy observes: “the cost of delaying or canceling Black Dog Unit 6, which the

Company would seek to recover, would be small compared to the potential cost of adding

8 Id. at p. 6 and Order Point 2.
? Ex. 46, Wishart Direct at pp. 4, 7.

"9 1d. at pp. 7.
"' 1d atp. 10.
lZ]d

13 Xcel Energy Exceptions to ALJ Report at pp. 2, 14 (hereinafter “Xcel Energy Exceptions”);
Ex. 86, Rakow Rebuttal at pp. 7-8; Ex. 49, Alders Direct at pp. 8-9.




a resource before it is needed.”’ GRE’s proposal matches perfectly the strategy of
adding new generation capacity for Xcel Energy only when actually needed. GRE has
offered up to 200 MW of existing capacity that is already available to meet Xcel
Energy’s needs without requiring the construction of new generation.

G GRE’s Proposal Reliably Meets Xcel Energy’s Capacity Needs

Both the Department and Xcel Ehergy incorrectly assert that GRE’s proposal
should not be selected because MISO indicated a possible future regional shortage in
capacity starting in 2016."> This argument was not made on the record; it ignores that
each utility need only meet its own MISO established capacity requirements; and the
Commission did not identify a shortfall in the MISO market as a need to be addressed in
this proceeding.

A potential MISO regional resource shortfall does not change the capacity
requirements of either Xcel Energy or GRE. Nor does a potential regional capacity
shortfall prevent GRE from selling its excess capacity. To the contrary, the very purpose
of MISO resource credits is to allow a utility, like GRE, that owns more capacity than it
needs to meet its capacity requirements, to sell the excess capacity to a utility that has a

capacity shortfall, like Xcel Energy. As stated by Department witness Dr. Rakow:

'* Xcel Energy Exceptions at p 15; Xcel Energy Initial Brief at p. 14.

' Xcel Energy Exceptions at p 12; ; Department Exceptions to the ALJ Recommendations of the
Minnesota Department of Commerce, Department at p. 12 (hereinafter “Department
Exceptions™). GRE objects to the Department’s request to take administrative notice of a prior
MISO statement that there could be a shortfall in future regional capacity. MISO’s statement in
this regard is irrelevant to this proceeding. The potential shortfall does not change the capacity
requirements of either Xcel Energy or GRE.



A ZRC [MISO Zone 1 Resource Credits] is a credit for resources that count
towards MISO’s resource adequacy requirements. By selling ZRCs GRE

would provide Xcel resources that would be counted for reliability

purposes. '’

The Commission also did not identify energy as a need to be addressed in this
proceeding. This is acknowledged by the Department, which observes that “the
Commission’s 2013 Resource Planning Orders stated Xcel’s need in terms of MW
[capacity], not MWh [energy].”"” That Xcel Ene;gy’s need is for capacity, not energy, is
further reflected by the Commission’s direction that the capacity shortfall could be met
by: “[p]eaking resources, intermediate resources, or a combination of the two; and
[r]esources that rely on new or existing generators.”'® The level of energy supplied by
these diverse types of resource varies dramatically; demonstrating that it is capacity, not
energy, that is at issue in this case."

Xcel Energy does not need to build new generation to meet its capacity needs as
identified in this proceeding. Xcel Energy’s capacity needs can be met through existing
generators (as expressly acknowledged by the Commission). Xcel Energy’s ownership of
GRE’s capacity credits would be equal to Xcel Energy owning its own capacity in the

MISO market. Purchased capacity credits can and are being used to meet MISO reserve

margin requirements in Minnesota utilities’ integrated resource plans. Xcel Energy must

' Ex. 86, Rakow Direct at p. 2, footnote 1; also Department Initial Brief at p. 9, note 26.

17 Department Exceptions at p. 11.

'8 March 2013 Order at p. 6 (emphasis added).

" The assertion of Invenergy that the Commission identified only dispatchable peaking or
intermediate capacity to meet Xcel Energy’s capacity needs ignores the language of the March
2013 Order identifying a capacity, not energy, shortfall, and allowing existing generation to meet
Xcel Energy’s capacity needs. Exceptions to the Findings of Fact, Conclusions of Law and
Recommendation of the Administrative Law Judge by Invenergy Thermal Development LLC at

PPdy 11,



demonstrate to MISO that it has the exclusive right to sufficient capacity to meet its
demand plus the reserve margin required by MISO. Xcel Energy does not have to
physically own the capacity it relies on to satisfy the MISO reliability requirements.*’

GRE has capacity beyond what is required to serve its load, including MISO’s
reserve requirements associated with that load, in the time frame under consideration in
this proceeding. Consequently, GRE can dedicate capacity for use by Xcel Energy, in the
form of MISO Planning Resource Zone credits, to meet Xcel Energy’s MISO capacity
requirements.

Finally, GRE’s proposal is intended to delay the need for higher cost new
generating capacity for up to three years, not to replace its eventual addition. Whatever
Xcel Energy’s needs for capacity and energy are beyond 2019, those needs are not
impacted by the selection of GRE’s proposal in this current proceeding.

D. Conclusion

GRE’s proposal, on a standalone basis, is the least cost alternative for meeting
Xcel Energy’s capacity needs in 2017. GRE’s proposal also provides additional capacity
to meet Xcel Energy’s capacity needs of up to 200 MW in 2018 and 2019. Depending on
which capacity need is approved by the Commission for 2018 and 2019, GRE’s proposal
may also be the lowest cost resource to meet Xcel Energy’s capacity needs in those years.
GRE’s proposal matches perfectly the strategy of building new generation capacity for

Xcel Energy only when actually needed. Until more is known about Xcel Energy’s

29 Ex. 86, Rakow Direct at p. 2, footnote 1; also Department Initial Brief at p. 9, note 26.



actual capacity needs in and after 2017, we ask the Commission to accept GRE’s

proposal and include it in the next round of negotiations.

Dated: January 31, 2014

Respectfully Submitted

Donna L. Stephenson
Associate General Counsel
Great River Energy

12300 Elm Creek Blvd.
Maple Grove, MN 55369
Telephone: 763-445-5218

And

/s/
Michael J. Bradley
Moss & Barnett
A Professional Association
4800 Wells Fargo Center
90 South Seventh Street
Minneapolis, MN 55402
Telephone: 612-877-5337

Attorneys on Behalf of Great River Energy



CERTIFICATE OF SERVICE

In the Matter of the Petition of Northern States MPUC Docket No.: ET-002/CN-12-1240
Power Company d/b/a Xcel Energy for

Approval of Competitive Resource Acquisition

Proposal and Certificate of Need

Karen E. Berg certifies that on the 31st day of January, 2014, she filed a true and correct copy of
Great River Energy Reply to Exceptions, by positing it on www.edockets.state.mn.us. Said
document was also served via U.S. Mail and e-mail as designated on the Official Service List on
file with the Minnesota Public Utilities Commission and attached hereto.

/s/ Karen E. Berg
Karen E. Berg

2407809v3



First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Julia Anderson Julia. Anderson@ag.state.m | Office of the Attomey 1800 BRM Tower Electronic Service Yes OFF_SL_12-1240_Official
n.us General-DOC 445 Minnesota St CC Service List
St. Paul,
MN
551012134
Thomas Bailey tbailey@briggs.com Briggs And Morgan 2200 IDS Center Electronic Service No OFF_SL_12-1240_Official
80 S 8th St CC Service List
Minneapolis,
MN
55402
Michael Bradley mike.bradley@lawmoss.co |Moss & Bamett Suite 4800 Electronic Service No OFF_SL_12-1240_Official
m 90 S 7th St CC Service List
Minneapolis,
MN
55402-4129
Christina Brusven cbrusven@fredlaw.com Fredrikson & Byron, P.A. 200 S 6th St Ste 4000 Electronic Service No OFF_SL_12-1240_Official
CC Service List
Minneapolis,
MN
554021425
Kodi Church kchurch@briggs.com Briggs & Morgan 2200 IDS Center Electronic Service No OFF_SL_12-1240_Official
80 South Eighth Stree CC Service List
Minneapolis,
Minnesota
55402
James Denniston james.r.denniston@xcelen |Xce! Energy Services, Inc. |414 Nicollet Mall, Fifth Electronic Service No OFF_SL_12-1240_Official
ergy.com Floor CC Service List
Minneapolis,
MN
55401
Sharon Ferguson sharon ferguson@state.mn | Department of Commerce {85 7th Place E Ste 500 Electronic Service Yes OFF_SL_12-1240_Official
.us CC Service List
Saint Paul,
551012188
Burl W. Haar burl.haar@state.mn.us Public Utilities Commission |Suite 350 Electronic Service Yes OFF_SL_12-1240_Official
121 7th Place East CC Service List
St. Paul,
MN
551012147
Linda Jensen linda.s jensen@ag.state.m | Office of the Attomey 1800 BRM Tower 445 Electronic Service Yes OFF_SL_12-1240_Official
n.us General-DOC Minnesota Street CC Service List
St. Paut,
MN
551012134
Michael Krikava mkrikava@briggs.com Briggs And Morgan, P.A. | 2200 IDS Center Electronic Service No OFF_SL_12-1240_Official
80 S 8th St CC Service List

Minneapolis,
MN

55402




First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Eric Lipman ericlipman@state.mn.us | Office of Administrative PO Box 64620 Electronic Service Yes OFF_SL_12-1240_Official
Hearings CC Service List
St. Paul,
MN
551640620
Thomas Melone Thomas.Melone@AllcoUS. |Minnesota Go Solar LLC 222 South Sth Street Electronic Service No OFF_SL_12-1240_Official
com Suite 1600 CC Service List
Minneapolis,
Minnesota
55120
Brian Meloy brian.meloy@ieonard.com |Leonard, Street & Deinard | 150 S 5th St Ste 2300 Electronic Service No OFF_SL_12-1240_Official
CC Service List
Minneapolis,
MN
55402
Ryan Norrell rmnomeli@nd.gov North Dakota Public 600 E. Boulevard Avenue | Electronic Service No OFF_SL_12-1240_Official
Service Commission State Capital, 12 th Figor CC Service List
Dept 408
Bismarck,
ND
58505-0480
Kevin Reuther kreuther@mncenter.org MN Center for 26 E Exchange St, Ste 206 |Electronic Service No OFF_SL_12-1240_Official
Environmental Advocacy CC Service List
St. Paul,
MN
551011667
Janet Shaddix Elling jshaddix@janetshaddix.co |Shaddix And Associates Ste 122 Electronic Service No OFF_SL_12-1240_Official
m 9100 W Bloomington Frwy CC Service List
Bloomington,
MN
55431
Donna Stephenson dstephenson@grenergy.co |Great River Energy 12300 EIlm Creek Electronic Service No OFF_SL_12-1240_Official
m Boulevard CC Service List
Maple Grove,
MN
55369
Eric Swanson eswanson@uwinthrop.com | Winthrop Weinstine 225 S 6th St Ste 3500 Electronic Service No OFF_SL_12-1240_Official
Capelia Tower CC Service List
Minneapolis,
MN
554024629
SaGonna Thompson Regulatory.Records@xcele | Xcel Energy 414 Nicollet Mall FL 7 Electronic Service No OFF_SL_12-1240_Official

nergy.com

Minneapolis,
MN
554011993

CC Service List




