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1. Statement of the Issues

Should the Commission adopt the Administrative Law Judge’s report? What action should the
Commission take regarding the Competitive Resource Acquisition Proposal and Competitive
Bids?

IV.  Background — Procedural History

On March 15, 2011, Northern States Power Company d/b/a Xcel Energy (Xcel) filed a petition
for a Certificate of Need to renovate and increase the capacity of its Black Dog Generating Plant.
Xcel justified its proposal by arguing that the demand for power in its service area would exceed
Xcel’s capacities by 2014. Consistent with Commission orders, Xcel proposed soliciting
proposals from project developers for alternative means to meet Xcel’s anticipated power needs.
The Commission assigned the matter to Docket No. E-002/CN-11-184.°

On December 7, 2011, Xcel asked to withdraw its Certificate of Need (CN) application, arguing
that recent events and new data demonstrated that no new generating capacity would be needed
by 2014.% Xcel continued to argue that it would need new capacity eventually, and continued to
propose soliciting proposals from project developers. But given the significant changes in the
record, Xcel argued that the Commission should re-establish the amount of capacity to be
acquired, and the schedule for acquiring it.*

On November 21, 2012, the Commission issued an order largely adopting Xcel’s proposal. The
Commission agreed with the need to cancel the Black Dog project, and the need to solicit
proposals from project developers based on a revised assessment of Xcel’s power needs. Given
the degree of change, however, the Commission elected to re-start this solicitation process within
the context of a new docket. Consequently the Commission initiated the current docket, but took
administrative notice of the record in Docket No. E-002/CN-11-184.> And the Commission
established a procedural schedule, including the expectation that if the Commission referred this
matter to the Office of Administrative Hearings (OAH) for contested case proceedings, that
office would return a report and recommendation by October 2013.

On January 30, 2013, the Commission issued its Order Approving Notice Plan, directing Xcel to
begin soliciting new proposals from developers.

2 In the Matter of the Application of Northern States Power Company d/b/a Xcel Energy for a Certificate
of Need for Approximately 450MW of Incremental Capacity for the Black Dog Generating Plant
Repowering Project, Docket No. E-002/CN-11-184, Xcel Petition (March 15, 2011).

% Id., Xcel Motion to Withdraw Application (December 7, 2011).
*1d., Xcel Reply Comments (September 6, 2012).

® This docket and Docket No. E-002/CN-11-184, Order Closing Docket, Establishing New Docket, and
Schedule for Competitive Resource Acquisition Process (November 21, 2012).
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On March 5, 2013 in the current docket, the Commission issued an order designating April 15,
2013, as the deadline for developers to file proposals to meet some or all of Xcel’s need.® On the
same day, in the 2011 Integrated Resource Plan (IRP) docket, the Commission issued an order
declaring that Xcel had demonstrated the need for an additional 150 megawatts (MW) by 2017,
increasing up to 500 MW by 2019:

A. Xcel’s Resource Plan

Parties from varying perspectives have now had sufficient opportunity to
scrutinize and challenge the data and analysis underlying Xcel’s resource plan,
and have had the opportunity to share their comments with this Commission.
Having reviewed these comments along with the rest of the record, the
Commission concludes that Xcel’s plan is reliable for planning purposes.
Consequently, the Commission will approve it, and will close this docket.

The Environmental Intervenors ask the Commission to refrain from approving the
plan until Xcel has further refined it by, for example, considering more recent
forecast data. And they argue that approval of Xcel’s overall resource plan should
not relieve Xcel of the duty to justify the acquisition of any specific resource.

The Commission finds that Xcel has fulfilled the requirements of Minn. Stat. 8 §
216B.2422 and Minn. R. Chap. 7843 governing resource planning. Moreover,
Xcel filed revised forecasting data less than three months ago. Rather that
attempting to address the Environmental Intervenors’ concerns by ordering a
further revision of forecasting data, the Commission will refer these concerns to
Xcel’s next resource plan that Xcel is due to file in the next 11 months.

Finally, the Commission notes that it is approving Xcel’s plan for planning
purposes only. This approval does not relieve Xcel from the need to comply with
any regulatory review required for any specific resource it might pursue in
implementing this plan.

B. Competitive Resource Acquisition Process

The current resource planning docket will have a direct bearing on Xcel’s
competitive bidding process. In particular, the current docket supports the finding
that Xcel will need an additional 150 MW in 2017, increasing up to 500 MW by
2019. Moreover, a broad range of resources could contribute to meeting this need,
justifying solicitation of a broad range of proposals. In particular, Xcel should
invite proposals for meeting all of the forecasted need, or any part of it. Xcel
should invite proposals for adding peaking resource, intermediate resources, or a
combination of the two. Xcel should invite proposals that rely on building new
generators, as well as proposals that rely on existing generators.

® This docket, Order Extending Bidding Deadline and Refining Procedural Framework (March 5, 2013).
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Commentors largely agree about the advantages of considering a broad range of
potential resources. While the Department recommends that the Commission
direct Xcel to seek gas-fueled sources of generation in particular, the Commission
is not persuaded of the need to prohibit consideration of other alternatives. Rather,
the Commission is willing to rely on the bid evaluation process to identify the
best alternatives, regardless of type.

In contrast, parties disagree about the magnitude of Xcel’s needs. For example,
the Environmental Intervenors and the Large Power Intervenors argue that the
500 MW figure may exceed customer demand. In contrast, Calpine and the
Department argue that the 500 MW figure is justified, and may even be too low.

The idea that Xcel will need an additional 500 MW by 2019 is well-supported in

the record. Indeed, Xcel had previously argued that it would need up to 600 MW

of additional capacity — and Xcel generated this estimate before it cancelled plans
to add 118 MW of new capacity to its Prairie Island plant.

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. This statement does not preclude Xcel from acquiring more
than 150 MW of new resources by 2017. Those choices will be made in the
context of the resource acquisition docket, based on the proposals and the
evidence adduced in that docket.

Finally, Xcel asks the Commission to identify the magnitude of Xcel’s forecasted
need in each of the years 2017, 2018, and 2019, on the theory that this
information would be useful to potential bidders. In contrast, Calpine and the
Department argue that Xcel’s figures suggest an unwarranted degree of precision
in the forecasting process. Calpine even suggests that the figures could discourage
potential bidders by signaling that Xcel has selected need specifications to justify
a pre-determined conclusion.

The Commission concludes that the degree of specificity in Xcel’s statement of
resource need is unnecessary. A statement that Xcel anticipates needing an
additional 150 MW by 2017, increasing up to 500 MW in 2019, will suffice to
inform potential bidders of the scope of projects that the Commission will be
considering.

Regarding solar resources, the Commission’s March 5, 2013 Order required the following:’

" See In the Matter of Xcel Energy's 2011-2025 Integrated Resource Plan, Docket No. E-002/RP-10-825,
Order Approving Plan, Finding Need, Establishing Filing Requirements, and Closing Docket (March 5,
2013).
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In its next resource plan Xcel shall address, in addition to the issues set forth in
the Commission’s Order Establishing Procedural Schedules and Filing
Requirements (November 30, 2012), the following issues:

a. Solar Energy: Xcel shall report on the expected amount of solar energy on
its system, barriers it sees to further solar deployment, and how solar
development could contribute to peak demand management, economic
development in Minnesota, and meeting Minnesota’s renewable energy and
environmental mandates and goals.

On April 15, 2013, the Commission received competitive proposals from:

Calpine Corporation (Calpine),

Geronimo Energy, LLC (Geronimo),

Great River Energy (GRE),

Invenergy Thermal Development, LLC (Invenergy), and
Xcel.

On May 24, 2013, Minnesota Governor Mark Dayton signed into law Minnesota’s Solar Energy
Standard (SES).

On July 16, 2013, Xcel filed a petition with the Commission for approval of the acquisition of
600 MW of wind energy and subsequently filed a second petition for the approval of the
acquisition of an additional 150 MW.

On October 1, 2013 Xcel filed a notice of changed circumstances (750 MW of wind acquisitions)
in both its 2010 IRP docket and the current docket.

In October 2013, public and evidentiary hearings were on the Competitive Resource Acquisition
Docket at the Minnesota State Office Building in St. Paul, Minnesota.

On December 13, 2013, the Commission approved Xcel’s Petitions to acquire 750 MW of wind
generation.

In the current docket, the Administrative Law Judge (ALJ) Recommendations filed on December
31, 2013, recommended that the Commission:

e select the solar bid for 100 MW of solar power, which the ALJ Recommendations
conclude would provide Xcel with 71 MW of accredited capacity;

e determine whether additional capacity beyond 71 MW is needed before the end of 2019;

o if additional capacity is needed, select GRE’s capacity-only proposal; and

e direct Xcel to undertake Power Purchase Agreement (“PPA”) negotiations with the
selected offerors.
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On February 28, 2013, in Commission Docket E002/M-14-162, Xcel filed a notice of its intent to
issue an All-Solar request for proposals (RFP) for 150 MW of solar in order to comply with the
new SES and to utilize the full Investment Tax Credit set to expire at the end of 2016.

V. Relevant Law

This case involves several different areas of Minnesota statute and rule. First, Minn. Stat. §
216B.2422 provides that a utility may select resources to meet its projected energy demand
through a bidding process approved or established by the Commission. The statute further
provides that a Certificate of Need is not required for the resource selected through that process.

In Xcel Energy’s 2004 IRP (E002/RP-04-1752) the Commission approved the use of the
competitive resource acquisition process. Within the approved process are two tracks:

e Track One to be utilized in instances where Xcel is not proposing a competing proposal
e Track Two, to be utilized in instances where Xcel Energy is proposing a self-build option

Approval of the acquisition process (and background information) is available in the
Commission’s May 31, 2006 Order Establishing Resource Acquisition Process, Establishing
Bidding Process Under Minn. Stat.§ 216B.2422, Subd. 5, and Requiring Compliance Filing.’
This Order provided that the Track Two process would use the certificate of need framework, or
certificate-of-need-like process when Xcel submits a self-build proposal as the certificate of need
“decision criteria are clear, comprehensive, directly relevant to resource procurement, and easily
transferrable to the resource procurement process.” The specifics are further outlined in Xcel’s
August 28, 2006 Compliance Filing — Resource Acquisition Process, available in E002/RP-04-
1752 Docket. The certificate of need criteria are listed in Appendix A to this document.

VI.  Background - Xcel’s 2010 Integrated Resource Plan

On August 2, 2010, Xcel filed its 2011 resource plan under Minn. Stat. § 216B.2422 and Minn.
R. 7843.0400, subps. 1-4, covering the period 2011-2025.

Xcel’s 2011 IRP included numerous revisions to its energy and demand forecasts, several
changed circumstances, and canceled action plans. Because Xcel’s December 2011 Update to
the Resource Plan was, in effect, an entirely new resource plan with significantly different
projections of need, the parties did not file comments until June 2012. Xcel further revised its
need in the Company’s August 2012 reply comments.

The Department’s initial comments expressed concerns regarding Xcel’s forecasts, particularly
the Company’s permanent downward shift to its energy and demand growth rate as well as the
statistical model itself. The Department concluded that Xcel’s modeling “is not well designed to

8 See Commission Docket No. E002/M-14-162 — Xcel Energy Notice of Solar Resource Acquisition Plan, dated February 28,
2014

® Commission May 31, 2006 Order Establishing Resource Acquisition Process.
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achieve a reasonable forecast.”*® However, the Department developed broad ranges of forecasts,
noting that “in the context of resource planning, these issues can be addressed by using the usual
ranges of forecasting in capacity expansion models. Therefore, the Department recommends
approval of Xcel’s energy forecast and the Department’s peak demand forecast for planning
purposes only.”**

The Department recommended Xcel obtain 400 to 600 MW of natural gas capacity in 2017-18
and concluded at least half the acquisition should be combined cycle generation. In its reply
comments, Xcel agreed with the Department “that 400 to 600 MW is a reasonable target for the
Company’s resource acquisition process.”*

On October 22, 2012, in a separate docket, Xcel filed comments proposing to discontinue its
plans for a 117 MW uprate in generating capacity at the Prairie Island Nuclear Generating
Plant.”> Emphasizing the urgency to begin a resource acquisition process, the Department
requested additional time to assess the effects of the uprate before making a final size, type, and
timing determination to be considered in the resource acquisition process. Thus, the final round
of modeling in the resource plan was filed by Xcel and the Department in December 2012.

The Commission’s November 30, 2012 and March 5, 2013 orders reflect the party positions, and
staff does not repeat these here. However, it is staff’s view that the Commission’s determination
of need was not intended to be an exact declaration to prospective bidders. To the contrary, the
Commission deliberately did not adopt Xcel’s recommendation that the Commission establish
the size and timing at 154 MW in 2017, 319 MW in 2018, and 443 in 2019, because exact
numbers were too specific.

The Department recommended the Commission “order Xcel to pursue up to 500 MW of natural
gas fired (peaking and intermediate) capacity for implementation in the 2017 to 2019 time frame.
The specific type of capacity should be determined based upon actual bids submitted in the
competitive resource acquisition proceeding.”** Thus, the Commission’s order in the resource
plan regarding need was an amalgamation of the recommendations from the Company and the
Department. The Commission’s intention for coming to a conclusion at all was to establish some
structure to the resource acquisition docket, even though the size, type, and timing question was
not fully fleshed out. According to the Commission’s March 5, 2013 order in the resource plan:

19 Department of Commerce, June 12, 2012 Initial Comments, Docket No. 10-825, Xcel Energy
Application for 2011-2025 Resource Plan Approval 2011-2025, p. 6.

" 1bid.

12 X cel Energy, August 13, 2012 reply comments, Docket No. 10-825, Xcel Energy Application for 2011-2025
Resource Plan Approval, p. 6.

3 Docket No. E-002/CN-08-509, In the Matter of the Application of Xcel Energy for a Certificate of
Need for an Extended Power Uprate at the Prairie Island Nuclear Generating Plant.

14 Department of Commerce, January 18, 2013 reply comments, Docket No. 10-825, Xcel Energy Application for
2011-2025 Resource Plan Approval 2011-2025, p. 4
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The Commission concludes that the degree of specificity in Xcel’s statement of
resource need is unnecessary. A statement that Xcel anticipates needing an
additional 150 MW by 2017, increasing up to 500 MW in 2019, will suffice to
inform potential bidders of the scope of projects that the Commission will be
considering.

2011 IRP Modeling Results

Even though there was lingering dispute over Xcel’s base case energy and demand forecasts, the
Commission concluded that the range of forecasts in the record supported the need for Xcel to
procure additional resources in the 2017-2019 timeframe. Furthermore, the Commission agreed
that both peaking and intermediate resources should be considered in the resource acquisition
docket.

One modeling result experienced by both the Company and the Department was that the
Strategist model was very sensitive to the “type” of resource chosen. The sensitivity analysis
resulted in several factors which impacted whether peaking or intermediate generation was
preferred, such as the prices assumptions for natural gas and wind and the model’s utilization of
wholesale energy. However, because Strategist would toggle between peaking and intermediate
generation does not mean that Xcel may or may not have a need to acquire energy. As shown in
Figure 3, below, the Company’s energy need is significant, in large part because of Xcel’s plans
to retire the coal-fired Black Dog 3 & 4 facilities and retire three smaller peaking resources —
Key City, Granite City, and French Island — in addition to expiring purchased power contracts.*
In fact, as shown in Figure 3 below, the resource plan identified the need for 14,600 GWh of
additional energy to meet growing demand and to replace retiring resources.*® Figure 3 — 2013-
2025 Energy Need from Xcel’s 2011-2015 Integrated Resource Plan:

Figure 3 —2013-2025 Energy Need
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