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May 20, 2019
—Via Electronic Filing—

Daniel P. Wolf

Executive Secretary

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

St. Paul, MN 55101

RE:  SETTLEMENT AGREEMENT
ACQUISITION OF THE MANKATO ENERGY CENTER (MEC)
DoOcKET No. IP6949, E002/PA-18-702

Dear Mr. Wolf:

Northern States Power Company, doing business as Xcel Energy, submits to the
Minnesota Public Utilities Commission the enclosed Settlement Agreement
regarding the Company’s Petition for approval to acquire from Southern Power
Company the Mankato Energy Center and the Company’s upcoming 2019
Integrated Resource Plan (IRP) filing.

Signatories to the Settlement Agreement include the Company, LIUNA Minnesota
and North Dakota, Clean Grid Alliance, Center for Energy and Environment,
Minnesota Center for Environmental Advocacy, Union of Concerned Scientists,
Fresh Energy, and Sierra Club.

We recognize that the Department’s analysis of our MEC petition—including
recent updates to our Strategist modeling—is ongoing, as is the Department’s
review of the enclosed Settlement Agreement. We look forward to continued
discussions between the settling parties, the Department, and any other party to
this docket that may wish to discuss, join, or otherwise support the Settlement
Agreement.

We have electronically filed this document with the Minnesota Public Utilities
Commission, and copies have been served on the parties on the attached service



lists. Please contact me at bria.e.shea(@xcelenergy.com or (612) 330-6064 if you
have any questions regarding this filing.

Sincerely,

/s/

BRiA E. SHEA
DIRECTOR, REGULATORY & STRATEGIC ANALYSIS

Enclosures
c: Service List


mailto:bria.e.shea@xcelenergy.com

MEC/IRP Settlement Agreement

Northern States Power Company, doing business as Xcel Energy (“Xcel Energy” or “Company”)
filed a petition to acquire the two-unit combined cycle Mankato Energy Center in Docket No.

E002/PA-18-702 on November 27, 2018.

Since filing that petition, the Company has been in discussions with Clean Grid Alliance, Fresh
Energy, Minnesota Center for Environmental Advocacy, Union of Concerned Scientists,
(collectively, the Clean Energy Organizations or “CEOs”), Sierra Club, Center for Energy and
Environment (“CEE”), and Laborers District Council of Minnesota and North Dakota (LIUNA
Minnesota) regarding a potential settlement involving the MEC docket as well as certain aspects of
the Company’s upcoming 2019 Integrated Resource Plan (IRP);

The CEOs, Sierra Club, Center for Energy and Environment, LIUNA Minnesota, and the Company
have agreed in principle to a partial settlement of Docket No. E002/PA-18-702 and the Company’s
upcoming 2019 IRP that includes the following terms:

1. The CEOs and CEE will agree to provide written support for the Company’s petition to
acquire MEC in Docket No. E002/PA-18-702.

2. Sierra Club will withdraw its official March 5, 2019 comments in Docket No. E002/PA-18-
702. Sierra Club is not obligated to join the CEOs in support of the Company’s petition.

3. The Company will seek Commission approval to retire the Allen S. King plant in 2028 or
eatlier by including a 2028, or eatlier, retirement date for the plant in its preferred resource
plan in the July 1, 2019 filing and any updated preferred plan filings in the resoutce plan
docket initiated with the July 1, 2019 filing. The CEOs and CEE will commit to supporting
the Company’s request to recover the undepreciated balance of the King plant as a

regulatory asset through 2037.

4. The Company will include a 2030, or earlier, retirement date for Sherco Unit 3 in its
preferred resource plan in the July 1, 2019 filing and any updated preferred plan filings in the
resource plan docket initiated with the July 1, 2019 filing. The CEOs and CEE will commit
to supporting the Company’s request to recover the undepreciated balance of the Sherco 3

plant as a regulatory asset through 2035.

5. The Company will commit to offer Sherco Unit 2 into MISO on a seasonal basis until its
retirement in 2023, subject to Commission approval.

6. The Company will include, at a minimum, the “Program Achievable Scenario” level of
energy efficiency, which represents an average of 706.4 GWh of savings annually, for 2020-
2029 in its preferred resource plan in the July 1, 2019 filing. The Company will consider and
evaluate the “Optimized Scenario” level of energy efficiency, which represents an average of




767.7 GWh of savings annually, for inclusion in the preferred plan for the July 1, 2019 filing.
The CEOs and CEE will commit to supporting future proposals by the Company to expand
the current decoupling pilot to all customer classes or other, similar proposals to calculate

rates on the basis of actual sales.

7. The Company will include in the preferred plan the acquisition of at least 3,000 MW of solar
generation before the end of 2030.

8. The CEOs, Sierra Club', Center for Energy and Environment, and LIUNA Minnesota agree
to support Company ownership for at least 50% of the new solar resources contemplated by
paragraph 7 above, and Company ownership of renewable resources subject to an existing
PPA, provided the Company can demonstrate that its ownership will result in customer
benefits including consideration of environmental impacts including Commission-approved

environmental costs.

9. To facilitate the acquisition of the new solar resources contemplated by paragraph 7 above,
the Company, the CEOs, Sierra Club, Center for Energy and Environment, and LIUNA
Minnesota agree to support an acquisition process where following the conclusion of a
bidding process approved or established by the Commission, the Company or its affiliate can
propose to build and own resources provided that the utility’s proposal is cost-effective and
competitive when compared to the prior RFP. The Company will consider local job impacts
in the selection of proposed projects, and give preference to proposals that maximize the
creation of high-quality construction employment opportunities for local workers, and
participation in bona fide registered apprenticeship programs, consistent with the public
interest. The CEOs, Sierra Club, Center for Energy and Environment, and LIUNA
Minnesota will support the selection of proposed projects that maximize the creation of
high-quality construction employment and apprenticeship opportunities, consistent with the

public interest.

10. The Company agrees, as part of future IRP filings, to continue to evaluate the economics of
MEC for purposes of making forward-looking planning decisions.

11. For all other elements of the preferred plan in the 2019 IRP, CEOs, Sierra Club, Center for
Energy and Environment, and the Company agree to continue their work towards
development of a consensus preferred plan.

' In Sierra Club’s case, references to “support” mean the submission of formal written comments or Sierra
Club’s formal participation in hearings before the Commission and does not refer to actions by individual
members or supporters.




12. Parues o tus agreement reserve the night o take positions and advocare for outcomes in the
Company’s upcoming 2019 IRP that arc not inconsistent wirh the terms specified in this

agreement.

IN WITNESS WHEREOF, the Parties hereto have entered into this Agreement as of May 1, 2019,
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CERTIFICATE OF SERVICE

I, Jim Erickson, hereby certify that I have this day served copies of the foregoing
document on the attached list of persons.

xx by depositing a true and correct copy thereof, propetrly enveloped
with postage paid in the United States mail at Minneapolis, Minnesota

xx electronic filing

Docket No. IP6949, E002/PA-18-702

Dated this 20" day of May 2019

/s/

Jim Erickson
Regulatory Administrator
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