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The Office of the Attorney General — Residential Utilities and Antitrust Division
(“OAG”) respectfully submits these Comments in response to the June 28, 2017, Petition of an
Affiliated Interest Request and Information Filing (“Petition”) of Northern States Power
Company d/b/a Xcel Energy (“Xcel” or “the Company”). In its Petition, Xcel requests approval
for two contracts between the Company and its affiliate, Nicollet Projects I, LLC (“Nicollet™),
that is in the process of purchasing a portfolio of Community Solar Garden (“CSG”) projects
within the Solar Rewards Community program. The first contract is the tariffed interconnection
agreement. The second contract is the Company’s Solar Rewards Community contract.
Approval of the Petition would allow Nicollet, a subsidiary owned by Xcel’s corporate parent, to
take ownership of CSGs.
The Commission should reject Xcel’s Petition with prejudice for two primary reasons.
First, neither Xcel nor sister companies within the Northern States Power Company system
should be permitted to participate in the community solar garden market because they would
have a competitive advantage against other firms that are not owned by Xcel. Second, if Xcel is
allowed to own CSGs, the Company will have a vested interest in the method in which CSG

owners are compensated, which could create a conflict of interest in which the Company’s



financial interest is not consistent with the best interests of its ratepayers. This creates a clear
and powerful conflict of interest within the Company. These two reasons make it clear that
Xcel’s Petition is not within the public interest and should be rejected with prejudice.

. THE COMMISSION HAS THE DISCRETION TO DENY XCEL’S REQUEST
FOR AN AFFILIATE TO OWN COMMUNITY SOLAR GARDENS.

As a threshold matter, the CSG statute, Minnesota Statutes 8 216B.1641, provides that

“Itlhe owner of [a] community solar garden may be a public utility.”*

While this language
would permit Nicollet to own a CSG, it does not require that the Commission allow it to do so.

First, the statutory language referring to a “public utility” does not apply in this instance
because Nicollet is not a “public utility.” Instead, it is an unregulated affiliate owned by Xcel
Energy, Inc. As such, the language stating that public utilities “may” own CSGs does not require
the Commission to approve this ownership proposal.

Second, even if the “public utility” language did apply to Nicollet, the plain language of
the statute indicates that the Commission has the discretion to decide whether the proposal
should be approved or denied. The CSG statute provides that utilities “may” be the owner of a
CSG.? The legislature specifically chose to use this permissive language, rather than prescriptive
language that would require approval of utility ownership. By indicating that public utilities
“may” own CSGs, the legislature intended to preserve the Commission’s authority to decide
whether a utility should be permitted to do so. In each instance where a utility or utility-affiliate

seeks CSG ownership, the Commission should be guided by its duty to ensure just and

reasonable rates, and to protect the public interest.

! Minn. Stat. § 216B.1641(a) (emphasis added).
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Ultimately, the Commission has the authority to decide whether to approve or deny
Xcel’s petition in order to protect the public interest. While Nicollet may be legally permitted to
own CSGs, the Commission has the discretion to decide whether they should be allowed to do
so. In this instance, the Commission should deny Xcel’s request in order to protect the public
interest and the community solar garden program.

1. XCEL WILL HAVE A COMPETITIVE ADVANTAGE OVER OTHER
COMMUNITY SOLAR GARDEN OWNERS.

The Commission should reject Xcel’s Petition because CSGs owned by an affiliate of
Xcel may have a competitive advantage over other third-party CSG owners in at least two ways.

First, as a regulated public utility with a long history, Xcel enjoys a special relationship
with its customers that other CSG developers do not have and cannot benefit from. Based on this
relationship, CSGs that are owned by an affiliate of Xcel may have an advantage over CSGs
owned by third-parties when marketing to customers. For example, customers may prefer to
choose a CSG developed by the utility they are familiar with over one developed by a third-party
they are not familiar with. These are only a few examples of ways in which a CSG owned by an
affiliate of the utility may have advantages in obtaining subscriptions from customers.

Second, as the Commission is aware, there have been significant disputes regarding the
technical details of interconnection. While Nicollet has already completed the interconnection
process, allowing an affiliate of Xcel to own a CSG is a significant first step towards allowing
Xcel or other Xcel-affiliates to participate in the market. Any instance in which a company
related to Xcel is considering participation in the early-stages of the CSG market would create a
situation in which Xcel has the opportunity to give preference to its own investments, or the
investments of its parent company or affiliates. Regardless of whether Xcel acts on that

opportunity, it is not in the public interest to allow the situation to exist. The mere knowledge



that the third party may have to compete against CSGs affiliated with Xcel could discourage
developers from participating in the market in Minnesota.

I1.  XCEL WILL HAVE A VESTED INTEREST IN HOW COMMUNITY SOLAR
GARDENS ARE COMPENSATED.

The Commission also should reject Xcel’s Petition because allowing the Company to
own CSGs would create a conflict of interest with how CSGs are compensated. If Xcel is
allowed to own CSGs, the Company would have a financial interest in maximizing the
compensation rate paid to CSG subscribers. The bill credit paid to CSG subscribers is one of the
primary factors in the subscription rates that CSG developers can offer to consumers — as the
CSG bill credit rate goes up, developers can ask for higher subscription payments. Allowing
Xcel to own CSGs would give the Company a financial interest in a high bill credit rate, because
it would allow the Company to obtain a higher subscription rate from subscribers.

Xcel currently has some interest in keeping power-purchase prices, including the bill
credit paid to CSG subscribers, low in order to preserve the competitiveness of its electricity
rates. This incentive is a good one, because it aligns Xcel’s financial incentives with the public
interest in keeping utility rates low.

Allowing Xcel to own CSGs would create a new incentive for the Company to maximize
the price it sells CSG subscriptions for, and this new incentive would conflict with Xcel’s
interest in keeping prices low. It does not matter whether or not Xcel has taken or would take
any actions in response to the new incentive — the concern is that it is not in the public interest to
provide new incentives to the utility that are not aligned with the interests of ratepayers.

Xcel’s participation at the Commission and at the Legislature also has the potential to
influence the structure of the CSG program. Allowing Xcel to own CSGs could incent it to

oppose future beneficial reforms to the CSG program. For example, Xcel may oppose reforms



that would bring down the cost to ratepayers by lowering the profits of CSG owners and
developers, such as market-based procurement. Creating this incentive would not be in the
public interest.

IV. CONCLUSION

The Commission should reject Xcel’s Petition with prejudice because it is not within the
public interest. Allowing Xcel to own CSGs will provide the Company with a competitive
advantage, and create new economic incentives that could lead to additional inefficiencies within

the CSG program, including its structure and compensation mechanism.
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Lisa Veith lisa.veith@ci.stpaul.mn.us | City of St. Paul 400 City Hall and Electronic Service No OFF_SL_17-577_AI-17-
Courthouse 577
15 West Kellogg Blvd.
St. Paul,
MN
55102
Jason Willett jason.willett@metc.state.m | Metropolitan Council 390 Robert St N Electronic Service No OFF_SL_17-577_Al-17-

n.us

Saint Paul,
MN
55101-1805

577
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First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Joseph Windler jwindler@winthrop.com Winthrop & Weinstine 225 South Sixth Street, Electronic Service No OFF_SL_17-577_AI-17-
Suite 3500 577
Minneapolis,
MN
55402
Cam Winton cwinton@mnchamber.com | Minnesota Chamber of 400 Robert Street North Electronic Service No OFF_SL_17-577_AI-17-
Commerce Suite 1500 577
St. Paul,
Minnesota
55101
Daniel P Wolf dan.wolf@state.mn.us Public Utilities Commission |121 7th Place East Electronic Service Yes OFF_SL_17-577_Al-17-
Suite 350 577
St. Paul,
MN
551012147
Patrick Zomer Patrick.Zomer@lawmoss.c |Moss & Barnett a 150 S. 5th Street, #1200 Electronic Service No OFF_SL_17-577_AI-17-

om

Professional Association

Minneapolis,
MN
55402

577
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