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Before the Minnesota Public Utilities Commission
PUBLIC Comments of the Minnesota Department of Commerce

Docket No. E002/RP-24-67

I. INTRODUCTION

Northern States Power Company, doing business as Xcel Energy (Xcel or the Company) submitted a
petition for approval of two projects for which the Company submitted an Expedited Resource
Addition Study (ERAS) application to the Midcontinent Independent System Operator, Inc. (MISO). The
projects are:

• 300 MW Nobles Battery Energy Storage System (BESS); and
• 300 MW Sherco South BESS (collectively, ERAS Portfolio 2).1

Both projects have been included in the ERAS Study Cycle 3.2 A brief description of the projects in the
Petition is shown in Table 1.

Table 1: Overview of Xcel’s Proposed ERAS Portfolio 23

Project Name Location
Project
Owner

Type
Installed
Capacity

COD
Levelized Cost
of Capacity

($/kW-month)

TRADE SECRET
DATA HAS
BEEN EXCISED]

Nobles Nobles County Xcel BESS 300 MW Q2 2028

Sherco South Becker County Xcel BESS 300 MW Q4 2027

First, note that the Sherco South BESS was included in Xcel’s petition for approval of the Company’s
2024 Request For Proposals (2024 RFP).4 Regarding this second request for the Sherco South BESS Xcel
states, “[w]hile the project was initially planned as surplus interconnection at the Sherburne County
Substation, the Company now believes that, with the timing shift introduced by the ERAS process,
independent interconnection through MISO’s ERAS process offers greater value to both the project
and the broader system by enabling valuable additional interconnection rights.”5 The estimated cost
increase from the 2024 RFP to the Petition (the switch from Surplus Interconnection to ERAS
Interconnection) shown in the Petition’s Table 2 amounts to [TRADE SECRET DATA HAS BEEN EXCISED]

Second, for comparison, regarding the 2024 RFP, the Petition shows that the Levelized Cost of Capacity
(LCOC) for the selected projects varied between [TRADE SECRET DATA HAS BEEN EXCISED] Excluding

1 In the Matter of Northern States Power Company d/b/a Xcel Energy’s Petition for Approval of Generator Projects for
MISO’s Expedited Resource Addition Study (ERAS), Xcel Energy, Petition, February 20, 2026, Docket No. E002/RP-24-67,
(eDockets) 20262-228426-02, (hereinafter “Petition”).
2 See MISO ERAS Interconnection Requests. The webpage was downloaded on March 4, 2026.
3 Petition at 9-10.
4 See Docket No. E002/M-24-230 for details.
5 Petition at 12.
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Sherco South BESS with Surplus Interconnection the LCOC varied between [TRADE SECRET DATA HAS
BEEN EXCISED]

A summary of Xcel’s recent filings showing total installed capacity by resource type is shown in Table 2.

Table 2: Summary of Recent Resource Acquisitions (MW)

Docket No. Proceeding
Combined

Cycle
Combustion
Turbine BESS Solar

CN-23-2126 800 MW Petition 375 777 412 -

CN-23-2127 800 MW Supplement - - 80 -

M-24-2308 2024 RFP Petition - - 556 768

RP-24-679 ERAS Portfolio 1 - 45 500 -

RP-24-6710 ERAS Portfolio 2 - - 600 -

Sum 375 822 2,148 768

The additions in Table 2 include the projects in this proceeding and other proceedings that are recently
completed or currently on-going. In addition to the acquisitions shown in Table 2 at an earlier date Xcel
requested Commission verification for the MISO ERAS process for another 650 MW of projects.11 Also,
Xcel is also in the process of acquiring 1,500 MW of wind and expects to file for approval in the first
quarter of 2026.12

6 For the PPA projects see: In the Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 Megawatts
of Firm Dispatchable Generation, Xcel Energy, Petition, September 26, 2025, Docket No. E002/M-23-212, (eDockets) 20259-
223366-02 at 4-5. For Xcel’s self-build projects see: In the Matter of Xcel Energy’s Competitive Resource Acquisition Process
for up to 800 Megawatts of Firm Dispatchable Generation, Order Approving Settlement Agreement With Modifications,
April 21, 2025, Docket Nos. E002/RP-24-67 and E002/CN-23-212, (eDockets) 20254-217941-01 at 6-7. Specifically, the
projects are: Combined Cycle—Onward's Mankato Energy Center; Combustion Turbine—Invenergy's Cannon Falls and
Xcel's Lyon County; BESS—Onward's Mankato, DESRI's North Star, and Xcel's Sherco West.
7 In the Matter of Xcel Energy’s Competitive Resource Acquisition Process for up to 800 Megawatts of Firm Dispatchable
Generation, Xcel Energy, Supplement, December 5, 2025, Docket No. E002/CN-23-212 and E002/RP-24-67, (eDockets)
202512-225594-02, at 2. This is Panamint’s Cottage Grove BESS project.
8 In the Matter of Xcel Energy’s 2024 Wind, Solar, and Storage Request for Proposals, Xcel Energy, Petition, October 31,
2025, Docket No. E002/M-24-230, (eDockets) 202510-224560-01, 202510-224560-03, 202510-224560-04, 202510-224560-
05, 202510-224560-06, 202510-224560-07, 202510-224560-08, at 3. Specifically, the projects are: BESS—NextEra's
Crowned Ridge and Mayhew Lake, Tenaska's Crane, and Xcel's Blue Lake; Xcel's 300 MW Sherco South BESS is moved to
ERAS Portfolio 2; Solar—Geronimo Power's Fillmore and Grant, One Energy's Distributed Portfolio 1 and Distributed
Portfolio 2, Ranger Power's Gopher State and Lemon Hill, and Xcel's Sherco Solar 4.
9 In the Matter of Northern States Power Company d/b/a Xcel Energy’s Petition for Approval of Generator Projects for
MISO’s Expedited Resource Addition Study (ERAS), Xcel Energy, Petition, December 3, 2025, Docket No. E002/RP-24-67,
(eDockets) 202512-225511-02. Specifically, the projects are: Combustion Turbine—Invenergy's Cannon Falls Expansion;
BESS—NextEra's Benton II and Tenaska's Sandhill. Note that for the combustion turbine Xcel provides a range of 45-70 MW.
10 Petition at 9-10. The projects are BESS: Xcel's Nobles and Sherco South.
11 In the Matter of Xcel’s Proposed Generator Projects For Expedited Resource Addition Study, Xcel, Petition Supplement,
August 1, 2025, Docket No. E002/RP-24-67 (eDockets) 20258-221673-01. Specifically, these are Xcel’s Little Rock wind/BESS
and third party projects Redwood BESS and Lake Charlotte BESS.
12 In the Matter of Xcel Energy’s Petition for Approval of a Development Transfer Resource Acquisition Process, Xcel Energy,
Update, July 15, 2025, Docket No. E002/M-23-342, (eDockets) 20257-220987-01. Note that a subsequent update (October
15, 2025) omitted the capacity estimate.
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In the Petition Xcel requests that the Commission take the following actions:

• Find that the Company’s proposed ERAS Portfolio 2 is in the public
interest;

• Approve the acquisition and construction of the Company’s proposed
ERAS Portfolio 2 and the Company’s proposed approach of recovery
for these projects costs for the Minnesota jurisdiction through the
Renewable Energy Standard (RES) Rider; and

• Establish a procedural schedule such that the Commission may
complete deliberations by mid-May 2026, ahead of a substantial non-
refundable payment required upon execution of the Generator
Interconnection Agreement (GIA).13

II. PROCEDURAL BACKGROUND

February 20, 2026 Xcel filed a petition for approval of two self-build projects currently in
MISO’s ERAS process.14

February 24, 2026 The Commission issued a notice of comment period for the Petition.15

According to the Commission’s Notice the following topics are open for comment:

• Should the Commission approve the acquisition and construction of
the Company’s proposed ERAS 2 project portfolio?

• Should the Commission approve Xcel’s proposed cost recovery
approach for the Minnesota jurisdiction through the Renewable
Energy Standard (RES) Rider?

• Are there other issues or concerns related to this matter?

III. DEPARTMENT ANALYSIS

A. COMPLETENESS

The Petition is a “miscellaneous filing” under Minn. R. 7829.0100, subp. 11 since no determination of
Xcel’s overall revenue requirement is necessary.16 Minn. R. 7829.1300 subp. 3 contains the

13 Petition at 18.
14 Petition.
15 In the Matter of Northern States Power Company d/b/a Xcel Energy’s Petition for Approval of Generator Projects for
MISO’s Expedited Resource Addition Study (ERAS), Notice of Comment Period, February 24, 2026, Docket No. E002/RP-24-
67, (eDockets) 20262-228554-01, (hereinafter “Notice”).
16 Minn. R. 7829.0100, subp. 11.



Docket No. E002/RP-24-67 PUBLIC DOCUMENT
Analyst(s) assigned: Steve Rakow

4

completeness requirements for miscellaneous filings.17 The Petition was also filed pursuant to Minn.
Stat. § 216B.1645, which contains additional completeness requirements.18

The Department reviewed the Petition for compliance with completeness requirements of statutes and
rules. Based upon that review the Department concludes that the Petition is complete.

B. GOVERNING STATUTES AND RULES

B.1. Overview

The Petition was filed pursuant to Minn. Stat. § 216B.1645, requesting the Commission authorize
recovery of self-build project costs through the RES Rider.19 Xcel specifically points to Minn. Stat. §
216B.1645, subd. 2a(a)(3), which states:

The commission may approve, or approve as modified, a rate schedule
that:
[…]
(3) allows recovery of other expenses incurred that are directly related to
a renewable energy project, including expenses for energy storage,
provided that the utility demonstrates to the commission's satisfaction
that the expenses improve project economics, ensure project
implementation, advance research and understanding of how storage
devices may improve renewable energy projects, or facilitate coordination
with the development of transmission necessary to transport energy
produced by the project to market;20

This provision creates a two-step inquiry for determining whether expenses are eligible for cost
recovery using the statutory provision. First, there must be a general demonstration that the expenses
incurred “are directly related to a renewable energy project.” Second, the utility must further establish
that the expenses more specifically relate to one of the four enumerated objectives:

• improve project economics;

• ensure project implementation;

• advance research and understanding of how storage devices may improve renewable energy
projects; or

• facilitate coordination with the development of transmission necessary to transport energy
produced by the project to market.

Note that the Commission verbally ruled on interpretation of this statute in Docket No. E002/M-24-230
in a request regarding Xcel’s Blue Lake BESS project; the written order is forthcoming.

17 Minn. R. 7829.1300, subp. 3.
18 Minn. Stat. § 216B.1645, subd 2a.
19 Minn. Stat. § 216B.1645 subd. 2a.
20 Minn. Stat. § 216B.1645 subd. 2a.
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B.2. Recovery of Nobles BESS

The Petition states that the Nobles BESS project “is being developed by Xcel Energy on approximately
25 acres of existing Company-owned property at the Nobles Wind Farm in Nobles County, Minnesota.”
Therefore, the Department concludes that the Nobles BESS will “provide storage facilities for
renewable energy generation facilities.” Second, from its accredited capacity, competitive pricing,
storage of energy from the Nobles Wind Farm that might otherwise be curtailed, and the related
reliability benefits, the Department concludes that the proposed Nobles BESS project will “improve
project economics” and “facilitate coordination with the development of transmission necessary to
transport energy produced by the project to market” as required by Minn. Stat. § 216B.1645.
Therefore, the Nobles BESS project qualifies for rate recovery pursuant to Minn. Stat. § 216B.1645.

The Department recommends that the Commission determine that the Minnesota jurisdictional share
of the costs of the Nobles BESS project qualify for recovery via Xcel’s RES Rider.

B.3. Recovery of Sherco South BESS

For the same reasons as given for the Nobles BESS above, the Department’s December 5, 2025
comments in Docket No. E002/M-24-230 concluded that the Sherco South BESS project qualifies for
rate recovery pursuant to Minn. Stat. § 216B.1645.21 Nothing in the project has changed relative to the
requirements. Therefore, the Department continues to recommend that the Commission determine
the Minnesota jurisdictional share of the costs of the Sherco South BESS project qualify for recovery via
Xcel’s RES Rider.

C. ADDED INTERCONNECTION COSTS

Table 3 shows the capacity studied and the resulting costs from the published studies for the most
recently completed DPP groups in the West Study Area. Note that DPP1 results starting with DPP-17-
AUG are not comparable to the data for prior DPP groups due to changes in what is studied in DPP1.22

21 In the Matter of Northern States Power Company’s, d/b/a Xcel Energy, Petition for Approval of Solar and Storage
Portfolio, Department, Comments, December 5, 2025, Docket No. E002/M-24-230, (eDockets) 202512-225595-02 at 24.
22 The changes are part of MISO’s efforts to speed up the DPP studies.
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Table 3: MISOWest Group Results
Projects Requesting Network Resource Interconnection Service (NRIS)

Study Group NRIS MW

Average
$ ,000 per NRIS MW

Maximum
$ ,000 per NRIS MW

DPP 1 DPP 2 DPP 3 DPP 1 DPP 2 DPP 3 DPP 1 DPP 2 DPP 3

DPP-16-FEB 5,387 4,567 3,302 $ 475 $ 135 $ 60 $1,164 $ 240 $ 159

DPP-16-AUG 5,618 2,400 2,302 $ 639 $ 141 $ 93 $1,923 $ 461 $ 134

DPP-17-FEB 3,421 1,394 245 $ 969 $ 1,966 $ 970 $2,089 $ 4,265 $ 1,211

DPP-17-AUG 4,819 3,594 600 $ 181 $ 679 $ 103 $ 609 $ 1,647 $ 247

DPP-18-APR 8,023 4,240 953 $ 134 $ 225 $ 64 $ 606 $ 2,676 $ 226
DPP-19-Cycle 1 8,126 5,428 2,515 $ 112 $ 238 $ 248 $ 954 $ 2,223 $ 1,008

DPP-20-Cycle 1 5,433 3,035 2,178 $ 213 $ 263 $ 113 $1,228 $ 877 $ 722

Table 3 shows that the DPP-16-FEB group was largely successful in obtaining NRIS interconnection at a
reasonable cost; 61 percent of the NRIS capacity studied in DPP1 was still in active for DPP3 and the
maximum cost for a project turned out to be $159,000 per MW. However, the second group, DPP-16-
AUG, encountered significant transmission cost issues and was less successful; only 41 percent of the
capacity studied in DPP1 was still in active for DPP3 but the maximum cost for a project was similar,
about $134,000 per MW. After that the groups DPP-17-FEB through DPP-19-Cycle 1 largely failed. Only
18 percent of the NRIS capacity studied in DPP1 was still active for DPP3 and the maximum cost for a
project increased to $1.2 million per MW. The final group in Table 3, DPP-20-Cycle 1 was more
successful in that 40 percent of the capacity studied in DPP1 was still in active for DPP3 and the
average cost for a project turned out to be $113,000 per MW.

From the data in Table 3, it appears that the affordability upper limit for transmission costs is around
$250,000 per NRIS MW. Further, the West Study Area appears to be very short of affordable
transmission interconnection capability. Xcel also estimates the value of new interconnection rights at
$250,000 per MW.23

Based upon the data in Table 3, the Department concludes that the estimated cost increase due to the
switch from Surplus Interconnection to ERAS Interconnection for the Sherco South BESS, which
amounts to [TRADE SECRET DATA HAS BEEN EXCISED] is reasonable.

D. NEED ANALYSIS

The proposed Nobles and Sherco South BESS projects do not qualify as large energy facilities under
Minn. Stat. § 216B.2421,24 because they are not electric power generating plants. Therefore, a
certificate of need will not be required. The need analysis here is based upon Xcel’s EnCompass
modeling as presented in the Petition.

23 Petition at 10.
24 Minn. Stat. § 216B.2421 (2025).
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D.1. Background

The Commission’s Order in Xcel’s most recent IRP set peaking capacity acquisition targets as follows:

• 600 MW of standalone BESS to be installed by a target date of end-of-
year 2030;
o to the extent feasible, 120 MWmust use the MNEC; and

• aside from the resources selected in the firm dispatchable docket
(Docket No. E002/CN-23-212), the five-year action plan does not
include any size/type/timing decisions for new generic resources that
could include combustion turbine gas plants, nor does it include any
additional new gas generation with unconstrained carbon emissions.25

The 600 MW of standalone BESS target was addressed by Xcel’s petition in Docket No. E002/M-24-230
which proposed the acquisition of 856 MW/3,422 MWh of BESS capacity.26 Note that 300 MW of that
BESS capacity (Sherco South) was moved to this proceeding.

The IRP process seeks to select a plan that balances the needs for maintaining reliability, minimizing
rates, reducing adverse environmental and socioeconomic burdens, enhancing the utility’s ability to
respond to changes, and limiting the impact of risks by analyzing various options under a variety of
assumptions and considering stakeholder input.27 The projects in question here were not selected in
the IRP process. However, the resource size, type, and timing targets for Xcel’s additions were
determined in the IRP.

Overall, a well-developed IRP provides the analytical basis for determinations in subsequent proceedings.
When a utility’s proposed resource acquisition is consistent with the IRP analysis and Commission
decision, no further resource-planning type analysis is needed.28 When facts regarding the specific
resources proposed by the utility fall outside of the analysis and Commission decision in the most recent
IRP, further resource-planning type analysis using the updated facts is warranted. In essence, resource
acquisition typically conforms with the Commission’s most recent IRP order unless facts in the resource
acquisition proceeding dictate that the action plan should change.29 This approach is consistent with the
Commission’s order in a past resource acquisition proceeding:

25 In the Matter of Xcel Energy’s 2024–2040 Upper Midwest Integrated Resource Plan, Order Approving Settlement
Agreement with Modifications, April 21, 2025, Docket Nos. E002/RP-24-67 and E002/CN-23-212 (eDockets) 20254-217941-
01 at Order Points 2, 3, 4, and 7.
26 2024 RFP Petition at 1.
27 Minn. R. 7843.0500.
28 Examples include Docket Nos. IP6838/CN-10-80 and E002/M-11-713 (Prairie Rose Wind); Docket No. E015/M-13-907
(Bison 4); and Docket Nos. E017/M-09-883 and E017/M-09-1484.
29 An example is Xcel’s acquisition of 750 MW of wind generation in Dockets E002/M-13-603 and E002/M-13-716. In that
case Xcel’s 2010 IRP called for the addition of 200 MW of wind. However, Xcel subsequently found the cost of wind
generation was below the cost evaluated in the IRP. Additional analysis with updated costs was performed by Xcel and the
DOC found that, using updated pricing additional wind was cost effective.



Docket No. E002/RP-24-67 PUBLIC DOCUMENT
Analyst(s) assigned: Steve Rakow

8

[…] while a resource plan is intended to plot a utility’s course for the next
15 years, it is based on facts known as of a specific point in time. As more
facts become known, circumstances change and utilities must adapt –
even in the absence of a new resource plan order.30

Given the significant change in numerous inputs such as the demand and energy forecast and new unit
pricing, adaptation is clearly warranted. In this case Xcel relied upon a recently completed mini-IRP as
described below.

D.2. Xcel’s EnCompass Update

D.2.1. Model Updates and Process

Xcel started the Company’s EnCompass analysis by using the updated base case used for the ERAS 1
petition.31 The Petition specifies the following changes in EnCompass to develop an updated Base Case.

• Resource Updates Related to Capacity Needs:
o EnCompass includes the projects in the 800 MW Petition—Lyon

County CT, Cannon Falls PPA extension, Mankato Energy Center 1
PPA extension with BESS, North Star BESS, and Sherco West BESS;

o EnCompass includes the projects in the 2024 RFP Petition—Sherco
Solar 4, Fillmore Solar, Gopher Solar, Grant Solar, Lemon Hill Solar,
Blue Lake BESS, Sherco South BESS, Crane BESS, Crowned Ridge
BESS, and Mayhew Lake BESS; and

o no additional generic CT additions were available before 2030.32

• Spot Market Status Between 2027 and 2029:
o EnCompass allows purchases of spot market capacity at MISO’s

CONE; and
o EnCompass allows purchases of spot market energy at forecasted

prices.33

• Spot Market Status Beginning 2030:
o EnCompass no longer allows spot market purchases of capacity or

energy. All requirements must be met through owned or
contracted resources.34

30 In the Matter of the Petition of Xcel Energy for Approval of the Acquisition of 600 MW of Wind Generation, Order
Approving Acquisitions with Conditions, December 13, 2013, Docket No. E002/M-13-603, (eDockets) 201312-94604-02, at 9.
31 In the Matter of Northern States Power Company’s, d/b/a Xcel Energy, Petition for Approval of Generator Projects for
MISO’s Expedited Resource Addition Study, Xcel, Petition, December 3, 2025, Docket No. E002/RP-24-67 (eDockets) 202512-
225511-02 at 21-24.
32 Petition at 13-14. Note that the Petition states that the Cannon Falls expansion, Benton BESS, and Sandhill BESS projects
are in the model but this is not the case for the scenario labeled “2024 RFP Portfolio - 2025v2 Load – PVRR” which is the
basis for the capacity need analysis per the Company’s response to Department Information Request No. 50, Attachment A.
33 Petition at 14.
34 This appears to apply to the expansion plan run but not the subsequent production cost (PVRR and PVSC) runs. Petition at
14.
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• Remaining Additions:
o Encompass has 3,500 MW of generic resources (wind, solar) and

400 MW of generic solar at King in 2030 locked in.35

• Load Forecast:
o EnCompass uses the latest (2025v2) load forecast.

• PTC Assumptions:
o PTCs are assumed for generic resources through 2030 and no PTCs

beyond 2030.

EnCompass then was run to determine a capacity expansion plan for the base case.

Changes to the base case for the ERAS 2 Portfolio Case include Xcel forcing into the model the Nobles
BESS project and replacing the Sherco South BESS project costs from the 2024 RFP portfolio with costs
that reflect the ERAS 2 data.

Both the Base Case and the ERAS 2 Portfolio Case were run as an expansion plan, the resulting
expansion units locked-in, and then re-run as production cost runs (for both PVRR and PVSC) covering
all 8,760 hours in a year. The PVRR and PVSC results are reported in the Petition.

D.2.2. Xcel’s Results for ERAS Portfolio 2

For the Study Period (2024-2050) Xcel’s results show the ERAS 2 Portfolio Case increases PVRR by $107
million and increases PVSC by $105 million.36

Other results are:

• changes in cumulative CO2 emissions for the ERAS 2 Portfolio Case are an increase of 69,000
tons for the Study Period under PVSC inputs but a decrease of 258,000 tons under PVRR
inputs;37

• compliance with the CFS under Minn. Stat. § 216B.1691, subd. 2g throughout the Study Period
in either case.38

D.3. Analysis of EnCompass Results

D.3.1. Matching Xcel’s EnCompass Results

In response to Department Information Request No. 45, the Department received the inputs, outputs,
and post-processing files generated by Xcel in the Company’s EnCompass modeling. This data is
verified in a process referred to as “matching,” and ensures the modeling runs can be replicated and

35 Petition at 14.
36 Petition at 15.
37 Taken from Xcel’s post processing spreadsheet (Filename: EO - FINAL - ERAS PF2 Extension - PVSC-PVRR 2-18-26 TRADE
SECRET IN ENTIRETY.xlsx) provided in response to Department Information Request No. 45.
38 Ibid.
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that the inputs and outputs match. The primary purpose of this step is to ensure that the Department
is using the same input data as Xcel.

Second, the Department currently has multiple dockets in process with utilities using different
EnCompass versions. The Department’s EnCompass machines are being shared across multiple
dockets; to avoid potential errors in other proceedings due to different EnCompass versions on various
machines, the Department opted to run EnCompass without changing the version currently installed.
That choice meant using a different EnCompass version than Xcel. Using a different EnCompass version
means that the Department can get different results even if it is using the exact same inputs, making
the matching process less accurate.

Xcel’s EnCompass results in the Petition come from four scenarios—two production cost runs using
PVRR inputs (with and without the ERAS Portfolio 2) and two production cost runs using PVSC inputs
(again, with and without the ERAS Portfolio 2).39 Despite the different versions the Department was
able to match Xcel’s results for all four cases.

D.3.2. Analysis of Need

The Department calculated the Company’s peaking capacity needs from the mini-IRP that have not yet
been acquired. Peaking needs appear in EnCompass via generic BESS and CT units. The Department’s
comments on Xcel’s most recent IRP stated in regards to lumping both technologies into a common
category:

It is unclear why Xcel’s model prefers to add batteries and the
Department’s prefers to add CTs. In any event, both CTs and batteries are
peaking technologies and the exact choice is best deferred to a resource
acquisition proceeding which can weigh the costs and benefits of actual
projects in a more detailed manner.40

Table 4 below shows a comparison of Xcel’s peaking needs to recently acquired peaking resources.
Table 4 shows that, counting the ERAS Portfolio 2, Xcel has acquired capacity approximately equal to
the model’s results for the action plan period (through 2030). Note that EnCompass adds 600 MW of
Generic BESS resources in 2031 and 374 MW of Generic CT resources in 2032 and 2033. Therefore, Xcel
has substantial needs for additional peaking capacity in the years immediately after 2030.

Based upon the information in Table 4, the Department concludes that Xcel has demonstrated a need
for the additional peaking capacity represented by the ERAS Portfolio 2 projects.

39 The production cost runs are done after a capacity expansion run. But the results of capacity expansion runs generally are
not discussed in Xcel’s Petition. This multi-step process is generally the same as what Xcel used in the most recent IRP and
other recent dockets.
40 In the Matter of Xcel Energy’s 2024–2040 Upper Midwest Integrated Resource Plan, Department, Comments, August 9,
2024, Docket No. E002/RP-24-67, (eDockets) 20248-209394-02 at 42.
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Table 4: Capacity Needs41

Item Category Capacity
Category
Capacity

Generic BESS 2028-'30 Need 60

Generic CT 2028-'30 Need 748

Subtotal 2028-'30 Need 808

Cottage Grove BESS 23-212 Replacement 80

Cannon Falls CT ERAS Portfolio 1 45

Sandhill BESS ERAS Portfolio 1 200

Benton II BESS ERAS Portfolio 1 300

Nobles BESS ERAS Portfolio 2 300

Subtotal Acquisitions 925

Difference Need - Acquisitions (117)

D.3.3. Benefits and Costs

The Petition’s Table 5 shows that the ERAS Portfolio 2 increases both PVRR and PVSC. However, what
the Petition’s Table 5 compares is Xcel’s existing resources, plus a set of generic resources, to Xcel’s
existing resources, plus the ERAS Portfolio 2, and supplemented by additional generic resources. In
other words, the Petition’s Table 5 compares the ERAS Portfolio 2 to generic resources. Such a
comparison is unlikely to be valid due to substantial increases—above the model’s cost of generic
units—in the cost of new projects.

Second, in the scenarios with and without the ERAS Portfolio 2 projects, Xcel has capacity in excess of
the reserve margin and in nearly every year sells the maximum allowed (500 MW) into the capacity
market. This means the ERAS Portfolio 2 projects are not receiving any benefit from the capacity
market; Xcel hits the maximum sales allowed even without the ERAS Portfolio 2 projects. This approach
is reasonable because it prevents the model from adding capacity resources merely to speculate on
future capacity market pricing.

Third, the Department reviewed the difference between the two PVSC scenarios in total accredited
capacity by EnCompass resource type. The result was that only two resource types showed a
difference. The firm capacity for BESS showed an overall increase and the accredited capacity for CT
showed an overall decrease with the exception of 2 years. This is shown in Table 5 below for the key
years.

41 All data taken from the Company’s reply to Department Information Request No. 50. Note that, as mentioned above, the
Sherco South BESS is included in the model as an acquired resource via the 2024 RFP.
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Table 5: ERAS Portfolio 2 minus Base Case Expansion Plan42

(Accredited MW)
Year CT BESS

2028 0 261

2029 0 256

2030 0 251

2031 114 246

2032 114 251

2033 (86) 257

2034 (86) 262

2035 (86) 268

2036 (86) 273

2037 (86) 278

2038 (86) 284

2039 (86) 289

2040 (86) 295

2041 (200) 300

2042 (200) 300

EnCompass will show some benefits from the avoided CT capacity but the amount avoided capacity
shown in Table 5, on its own, does not justify the addition of the ERAS Portfolio 2 projects.43

Fourth, the Department calculated the difference between the two scenarios in energy output by
EnCompass resource type along with the sinks for the energy. The results from the PVSC production
cost run are summarized in Chart 1 below. Chart 1 shows both sources (resource types generating
more energy in the ERAS Portfolio 2 case) and sinks (resource types generating less energy or demand
increases in the ERAS Portfolio 2 case).44 Only resource types with a difference of at least ± 500 GWh
over the study period are shown in Chart 1.

42 These results are derived from EnCompass’ annual outputs and will reflect summer, the season with the highest need for
accredited capacity. The negative number means less accredited capacity was added in the Portfolio 2 case than the base
case.
43 In fact, all of the changes in internal costs will not justify the addition of the ERAS Portfolio 2 projects since the ERAS
Portfolio 2 projects fail a PVRR test.
44 Note that storage does not generate electricity but does consume electricity due to losses in storage and thus would
show up as a sink in the chart because more energy is required to change the BESS units than is received from their
discharge. Increased sales is also a sink (negative) because the increased sales are a destination for the increased energy
output.
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Chart 1: Energy Impact by Resource Type
(ERAS Portfolio 2 vs. Base Case, Total GWh, from PVSC runs)

Chart 1 shows that the ERAS Portfolio 2 case:

• Sources:
o Increase in energy output from Xcel’s wind and solar units;
o increase in Xcel’s spot energy market purchases;

• Sinks:
o Increase in Xcel’s spot energy market sales;45 and
o increase in energy lost in charging.

The increased energy from wind and solar, despite virtually no change in renewable capacity, means that
EnCompass is using the extra BESS capacity to reduce wind and solar curtailments. However, it is
important to understand limitations in how EnCompass determines curtailment.

45 This is shown as a negative since increased sales represent a sink for new energy output.
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EnCompass, as structured by Xcel and other utilities, generally does not have system topology—a
complex system of transmission to connect various generators and loads. Instead, nearly all of the
generating units and load on Xcel’s system are connected to each other with an assumed loss factor to
move energy from generators to load.46 There are no “locational” differences. This simplification
speeds up the resource plan analysis with, in most instances, little cost in terms of missing information
in the model. However, when specific units are being analyzed instead of generic units the
simplification can present problems.

The simplification in model inputs (lack of topology) means that curtailment in EnCompass does not
occur due to local circumstances, as is the case for some generators on the Buffalo Ridge, for example.
Instead, curtailment occurs when, in any one hour, total load plus the size of the connection to the
energy spot market is less than the must run generation. For example, if total load is 100 MW and the
size of the connection to the energy spot market is 50 MW but must run generation is 200 MW, then
EnCompass will report 50 MW of curtailment that hour (200 MW less 150 MW). Due to this difference
in system topology (generic EnCompass inputs from an IRP analyzing ERAS Portfolio 2 projects with a
specific location) it cannot be known if the reduction in curtailment calculated by EnCompass for ERAS
Portfolio 2 will actually be realized or even are a reasonable, ballpark estimate.

Also, in EnCompass Xcel is a net seller in the energy spot market by a significant margin (typically 2,000
to 5,000 GWh annually). By increasing purchases and reducing sales, the ERAS Portfolio 2 case is
reducing Xcel’s overall sell-side energy market risk.

Table 5 shows that Xcel has acquired approximately the amount of peaking capacity EnCompass added.
However, the same EnCompass scenario has Xcel acquiring 3,600 MW of wind resources and 2,100
MW of solar resources by the end of 2030. The large quantity of resource additions that the modeling
shows are needed in the near future adds substantial risk to Xcel’s position in that such large quantities
of capacity may not be available at a reasonable price.47 The projects proposed in ERAS Portfolio 2 can
mitigate this risk. Overall, this data indicates that the question at hand is not whether the ERAS
Portfolio 2 projects are needed; the question is whether better projects could be found in a timely
manner in a formal RFP. Given the timing of the need and current events that would appear to be
unlikely.

D.3.4. Conclusion

Overall Xcel has shown that the Company has substantial need for peaking resources via the
EnCompass “mini-IRP.” Second, the Company is switching from EnCompass’ preference for CT units to
the BESS units proposed in ERAS Portfolio 2. Third, while EnCompass is reporting a net cost for adding
the ERAS Portfolio 2, it is not clear that a cost comparison of actual projects to generic units is helpful.

46 There are a handful of exceptions where a group of generating units are modeled as a separate ‘system’ with a single
transmission connection to Xcel’s main system. This is done to reflect unique circumstances, such as multiple generators
using the same interconnection capacity.
47 For example, see In the Matter of Xcel Energy’s Distributed Solar Energy Standards Status Update, Xcel Energy, Status
Report, December 30, 2025, Docket No. E002/M-25-441 (eDockets) 202512-226328-01.
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E. XCEL’S ACQUISITION PROCESS

The Sherco South BESS is a project that was originally selected through Xcel’s Commission-approved
bidding process; in this case Xcel’s 2024 RFP. However, the Nobles BESS project was not selected via
Xcel’s Commission-approved bidding process. The Commission’s most recent order regarding
competitive bidding only required Xcel to use a formal bidding process for resources in the approved in
the Five-Year Action Plan.48 Instead of using the formal process Xcel compared the pricing of the BESS
projects here to the pricing obtained in the 2024 RFP.

The Department concludes that the 2024 IRP Order does not require a separate RFP for the project in
question because the ERAS Portfolio 2 provides capacity in excess of the requirements in the Five-Year
Action Plan. While it would be preferrable for the Nobles BESS project to have been selected via a
competitive process, that is not required. Thus, the Department concludes that reference to projects in
a recently completed RFP as evidence of current market pricing is reasonable in this instance.

F. ECONOMIC DEVELOPMENT

Minn. Stat. § 216B.1691, subd. 9 (a) describes reasonable actions the Commission must take to
maximize net benefits to all Minnesota citizens.49

(1) the creation of high-quality jobs in Minnesota paying wages that support families;
(2) recognition of the rights of workers to organize and unionize;
(3) ensuring that workers have the necessary tools, opportunities, and economic

assistance to adapt successfully during the energy transition, particularly in
environmental justice areas;

(4) ensuring that all Minnesotans share (i) the benefits of clean and renewable energy,
and (ii) the opportunity to participate fully in the clean energy economy;

(5) ensuring that statewide air emissions are reduced, particularly in
environmental justice areas; and

(6) the provision of affordable electric service to Minnesotans, particularly
to low-income consumers.

In the 2024 IRP Order, the Commission required Xcel to “work with parties representing organized
labor to maximize socioeconomic benefits to customers and host communities by prioritizing creation
of high-quality jobs and apprenticeship pathways for local workers in the implementation of projects
and programs included in the resource plan.”50 In addition, the Commission required Xcel to “work
with the Environmental Justice Advisory Board to better understand how to prioritize and incentivize
investments and economic benefits for underserved communities.”51

48 In the Matter of Xcel Energy’s 2024–2040 Upper Midwest Integrated Resource Plan, Order Approving Settlement
Agreement with Modifications, April 21, 2025, Docket No. E002/RP-24-67, (eDockets) 20254-217941-01, at Order Point 9
(hereinafter “2024 IRP Order”).
49 Minn. Stat. § 216B.1691, subd. 9 (a) (2025).
50 2024 IRP Order at Order Point 26.
51 Id., at Order Point 27.
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The Petition indicates that the Company intends to utilize union labor for the construction of the
proposed projects.52 Thus, the proposed projects are consistent with the criteria listed above.

Overall, the Department concludes that the Projects meet the requirements for economic
development as described in Minn. Stat. § 216B.1691, subd. 9 (a) and the 2024 IRP Order.

G. TAX MATTERS

Regarding the proposed projects, Xcel expects the following tax credits:

• Sherco South BESS—standard 30 percent ITC value and an additional
10 percent bonus for being located in an energy community; and

• Nobles BESS—standard 30 percent ITC value.53

These estimates are dependent upon Xcel’s current interpretation of IRS guidance and the estimates
are before transfer cost assumptions for the sale of the ITC. The Department has no concerns regarding
Xcel’s tax credit assumptions.

H. COST CAP

Based upon the Commission’s decision in Docket No. E002/M-24-23054 the Department
recommends the Commission limit cost recovery for the projects in Xcel’s proposed
ERAS Portfolio 2 to a soft cost cap set at the cost reported by Xcel in the Petition. Also,
the Department recommends the Commission authorize Xcel to request Commission
approval to exceed the cost cap if the Company proves that any costs incurred above
the cap were necessary and prudent and outside the Company’s control.

I. COMMISSION NOTICE

I.1. Approve the Portfolio?

The first issue listed in the Notice is: “[s]hould the Commission approve the acquisition and
construction of the Company’s proposed ERAS 2 project portfolio?”

Considering the risks related to curtailment benefits, avoided CT capacity, and Xcel’s overall position in
MISO’s capacity and energy markets, the Department concludes that benefits outweigh the costs.
Therefore, the Department recommends the Commission approve the acquisition and construction of
the Company’s proposed ERAS 2 Portfolio.

I.2. Authorize RES Rider Recovery?

The second issue listed in the Notice is: “[s]hould the Commission approve Xcel’s proposed cost
recovery approach for the Minnesota jurisdiction through the Renewable Energy Standard (RES)
Rider?”

52 Petition at 3.
53 Xcel’s Response to Department Information Request Nos. 47 and 48.
54 The written order is forthcoming at this time.
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As noted above, the Department recommends the Commission approve RES Rider recovery for the
Minnesota jurisdictional share of the proposed ERAS 2 Portfolio projects’ costs.

I.3. Other Issues?

The third issue listed in the Notice is: “[a]re there other issues or concerns related to this matter?”

The Department has no other issues at this time.

IV. DEPARTMENT RECOMMENDATIONS

Based on analysis of the information in the record, the Department has prepared recommendations,
which are provided below. The recommendations correspond to the subheadings of Section III above.

B. GOVERNING STATUTES AND RULES

• B.2. The Department recommends that the Commission determine that the
Minnesota jurisdictional share of the costs of the Nobles BESS project qualify for
recovery via Xcel’s RES Rider.

• B.3. The Department recommends that the Commission determine that the
Minnesota jurisdictional share of the costs of the Sherco South BESS project
qualify for recovery via Xcel’s RES Rider.

H. COST CAP

• The Department recommends the Commission limit cost recovery for the
projects in Xcel’s proposed ERAS Portfolio 2 to a soft cost cap set at the cost
reported by Xcel in the Petition.

• The Department recommends the Commission authorize Xcel to request
Commission approval to exceed the cost cap if the Company proves that any
costs incurred above the cap were necessary and prudent and outside the
Company’s control.

I. COMMISSION NOTICE

• I.1. The Department recommends the Commission approve the acquisition and
construction of the Company’s proposed ERAS 2 Portfolio.

• I.2. The Department recommends the Commission approve RES Rider recovery
for the Minnesota jurisdictional portion of the proposed ERAS 2 Portfolio
projects’ costs
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