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STATE OF NORTH DAKOTA
PUBLI C SERVI CE COW SSI ON

Nort hern States Power Conpany Case No. PU 21-152
Advance Prudence - 460MW Sol ar

Sher burne County, M nnesota Application

North Dakota Public Service Conmm ssion's
hearing held on July 11, 2023, begi nning at
approxinmately 8:30 a.m at the Public Service
Commi ssion, State Capitol, Bisnarck, North Dakota
58505.

COW SSI ONER RANDY CHRI STMANN, CHAI R
COW SSI ONER SHERI HAUGEN- HOFFART
COW SSI ONER JULI E FEDORCHAK

ADM NI STRATI VE LAW JUDGE: Tl MOTHY DAWSON

ZEVIEL T. SI MPSER, Attorney at Law,
appeared for and on behalf of the Applicant.

M TCHELL D. ARMSTRONG, Speci al Assi stant
Attorney CGeneral, appeared for and on behal f of
Advocacy Staff.

JOHN SCHUH, Speci al Assistant Attorney
CGeneral, appeared for and on behalf of the North
Dakota Public Service Conm ssion

TRANSCRI PT PREPARED BY:
Janet Shaddi x ElIing,
Regi st ered Prof essional Reporter

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23

| NDE X
W TNESS PAGE
CHRI STOPHER SHAW 8
D rect Exam nation by M. Sinpser 9
Cr oss- Exam nation by M. Arnstrong 12
Exam nati on by Comm ssi oner Haugen- Hof fart 23
Exam nati on by Comm ssioner Christnmann 25
Exam nati on by Conm ssi oner Fedor chak 30
Redi rect Exam nation by M. Sinpser 46
Recr oss- Exam nati on by M. Arnstrong 51
Recr oss- Exam nati on by M. Schuh 57
Furt her Exam nation by Conm ssioner Christnmann 60
Furt her Exam nati on by Conm ssi oner Fedorchak 61
FARAH MANDI CH 65
D rect Exam nation by M. Sinpser 65
Cr oss- Exam nation by M. Arnstrong 66
Exam nati on by Comm ssi oner Haugen- Hof fart 82
Exam nati on by Comm ssioner Christnmann 87
Exam nati on by Conm ssi oner Fedor chak 94
Redi rect Exam nation by M. Sinpser 111
Recr oss- Exam nati on by M. Arnstrong 120
Furt her Exam nati on by 123
Comm ssi oner Haugen- Hof fart
Furt her Exam nati on by Conm ssioner Christnmann 126
Furt her Exam nation by Conmm ssi oner Fedor chak 130
JAMES HEI DELL 137
D rect Exam nation by M. Armstrong 138
Cr oss- Exam nation by M. Sinpser 147
Cross- Exam nation by M. Schuh 160
Exam nati on by Conm ssi oner Chri stnmann 161
Exam nati on by Conm ssi oner Fedor chak 164
Recr oss- Exam nati on by M. Sinpser 172
EXHI BI TS: Mk'd Or'd Rec'd

Exhi bits 1 through 16 - - 6

Exhi bit 17 120 120 120

Exhi bit 18 177 177 177

Shaddix & Associates - Stenographic Court Reporters

(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23

(Wher eupon, the foll ow ng

proceedi ngs were duly had, to wit:)

JUDGE DAWSON: Good norning. |'m Tinothy
Dawson, | am an Adm nistrative Law Judge desi gnat ed
by the O fice of Adm nistrative Hearings upon the
request of the Public Service Conmm ssion to serve as
hearing officer for this hearing. This is North
Dakot a Public Service Comm ssion case nunber
PU- 21- 152.

Bef ore we begi n today, please silence
your cell phones, and there is an attendant sheet in
t he back, please sign that sonetine today.

This is the hearing on the Application of
Northern States Power for an Advance Determ nation
of Prudence for the Devel opnent of Approxi nately 460
Megawatt Grid Scal e Photovol taic Sol ar Capacity at
NSP Sher burne County CGeneration Station Site. The
project is known as the Sherco Sol ar Project.

Let the record show that it is 8:30 a.m
and we are at the conm ssion hearing roomon the
12th Floor of the State Capitol in Bismarck, North
Dakota. This is the tine and place set by Notice of
Heari ng i ssued by the North Dakota Public Service
Comm ssion on April 12th, 2023.

The 1 ssue to be considered today is

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com
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whet her the resource addition is prudent.

The first thing we'll do is have
appear ances.

M. Sinpser, please make your appearance
for the record and tell ne who is with you.

MR. SI MPSER. Thank you, Your Honor.

Zev Si npser, Dorsey & Wiitney, on behalf
of the Applicant, Northern States Power. Wth ne is
| an Dobson, of Xcel Energy Services, he's the | ead
regul atory counsel

JUDGE DAWSON: M. Arnstrong.

MR. ARMSTRONG M tch Arnstrong, Speci al
Assi stant Attorney CGeneral, on behalf of the PSC
Advocacy Staff. Wth ne is Adam Fenfandt, Jim
Hei dell, and Victor Schock, all part of Advocacy
Staff on this case.

JUDGE DAWSON: Ckay. And Advisory Staff.

MR. SCHUH. Good norning, Your Honor.

John Schuh with Advisory Staff, I'ml egal
counsel for the commssion. Wth ne is Robert
Frank, an anal yst on the case.

JUDGE DAWSON:  Well, | was going to ask
if there is anybody in the audi ence that wants to
gi ve public testinony today, but | don't see anybody

that appears to be fromthe public at large so I'l|

Shaddix & Associates - Stenographic Court Reporters
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skip that portion of ny introduction.

It's tinme for opening comments. The
portfolio holder is Sheri Haugen-Hoffart.

Conm ssi oner.

COW SSI ONER HAUGEN- HOFFART: Wl |, good
nor ni ng, everyone, and welcone to this rainy day.
What a change of weat her.

| really don't have any openi ng conments.
| know there will be quite a bit of testinony on
this case to go through, sone conflicting
information, or conflicting testinony, so | | ook
forward to that. So I'mjust going to say let's get
this ball rolling on ny behal f.

So I'lIl turn it over to Conm ssioner
Chri st mann.

COW SSI ONER CHRI STMANN: Not hi ng to add,
just an interesting and | ong case already and
| ooking forward to getting it w apped up.

JUDGE DAWSON: Comm ssi oner Fedor chak.

COW SSI ONER FEDORCHAK:  Thank you,
Judge.

Thank you, Staff, Advocacy, Conpany, for
all the information, the back and forth for a couple
years now. This case, yes, stretches back in tine

to a different tine.

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23

But | think it's really inportant and I
| ook forward to a di scussion today about sone issues
that we haven't tal ked much about. One of which is
the conpany's plans to retire prematurely the Sherco
facilities and so | intend to ask sone questions
about that. As well as questions about this project
as a whole itself and other things related to it.

So | ooking forward to the di scussion of
all these inportant issues.

JUDGE DAWSON: Are there any prelimnary
matters or notions, M. Sinpser or M. Arnstrong?

M. Sinpser.

MR. SI MPSER  Yes, Your Honor, just sone
housekeepi ng.

We've distributed an exhibit |list and the
conpany noves to stipulate into testinony all itens
listed on there.

JUDGE DAWSON: We have a notion and the
exhibits are 1 through 16 and they're so narked.

MR. ARMSTRONG  Advocacy Staff
sti pul at es.

JUDGE DAWSON: As such, they wll be
admtted into the record.

(Exhibits 1 through 16 offered and

received.)

Shaddix & Associates - Stenographic Court Reporters
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MR. SI MPSER. Thank you, Your Honor.

One ot her just housekeeping item There
are sone trade secret itens in the record that are
probably going to be useful to refer to as part of
the discussion. 1'll do ny best to junp in if
sonething may cone out that is trade secret. CQur
goal is to not have to close the hearing. There's
only a handful of nunbers and we can refer to them
and we plan to refer to themby just citing to
testi nony, you know, X testinony on page X, that
nunber, that should help keep this as an open
hearing. |f anybody needs trade secret copi es of
anyt hi ng, we have sone sitting in the back of the
roomas well.

And then the last item Your Honor, is
M. Chris Shaw is going to be adopting the
testinonies of M. Chanberlain and M. Krug and w ||
be the policy wtness for the custoner -- | nean for
t he Conpany.

| ' ve discussed this with M. Arnstrong,
but 1'd defer to himif he has any objections.

JUDGE DAWSON: M. Arnstrong.

MR. ARVMSTRONG No objection

JUDGE DAWSON: So - -

COW SSI ONER FEDORCHAK:  Judge?

Shaddix & Associates - Stenographic Court Reporters
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JUDGE DAWSON: Commi ssi oner Fedor chak.

COW SSI ONER FEDORCHAK: | just have a
questi on about process in regards to the trade
secret stuff.

So would it be possible to have copies
that we see when we get to those sort of references
and just be able to ook at themand not refer to
them verbally and then keep the hearing open? |Is
t hat your intention?

MR SIMPSER That's the intent.

COW SSI ONER FEDORCHAK:  That woul d be
great. Thank you.

JUDGE DAWSON: Well, are there any ot her
prelimnary nmatters or notions?

M. Sinpser.

MR. SIMPSER  Not on our end, Your Honor.

JUDGE DAWSON: M. Arnstrong?

MR. ARMSTRONG  No, Your Honor.

JUDGE DAWSON: | think with that we can
begi n.

M. Sinpser, you can either make opening
remarks or call your first wtness.

MR SIMPSER 1'Ill call nmy first w tness,
M. Christopher Shaw, to the stand. And M. Shaw

w || have an openi ng statenent.

Shaddix & Associates - Stenographic Court Reporters
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JUDGE DAWSON: M. Shaw, can you restate
who you're adopting the testinony of again?
M. Chanberlain --

MR, SHAW Sure. So |I'm adopting G eg
Chanberlain's direct testinony and then Al Krug's
rebuttal testinony.

JUDGE DAWSON: I'mrequired by law to
tell you the penalties for perjury in this state.
Perjury is a Cass C fel ony punishable by a fine of
up to $10,000 or inprisonnment up to five years or
bot h.

Do you understand what perjury is and the
penalties for it?

MR. SHAW | do.

JUDGE DAWSON:  Under st andi ng so, do you
prom se or swear that the testinony that you're
about to give will be the truth, the whole truth,
and not hing but the truth?

MR. SHAW | do.

JUDGE DAWSON:  You may begi n.

MR. SI MPSER: Thank you, Your Honor.

DI RECT EXAM NATI ON
BY MR SI MPSER:
Q Good norning, M. Shaw. As we've noted, you're

adopting the testinonies of M. Chanberlain and

Shaddix & Associates - Stenographic Court Reporters
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> O >» O »

M. Krug. You have read them and are prepared to
answer questions relating to thenf

| have, yes.

| understand you have an openi ng statenent?

| do.

Pl ease proceed.

Good norni ng, Conm ssioners.

My nane is Christopher Shaw, |I'm a
regul atory policy manager at NSP, the Applicant in
this case. |'madopting the direct testinony of
M. Geg Chanberlain and the rebuttal testinony of
M. Al Krug as ny own and |I'mthe conpany's policy
W t ness.

Before we begin, I'd like to offer a few
brief remarks.

This proceeding is the first of several
related to the | ong forecasted need for Xcel to add
resource additions to our systemto neet a capacity
need driven by several |arge resources rolling off
the systemor otherwise retiring. The Sherco Sol ar
Project is one of those resources that formpart of
a broad strategy that includes the repowering of the
Wheat on generating station in Wsconsin as well as
the soon-to-be issued froma di spatchabl e generation

RFP.

Shaddix & Associates - Stenographic Court Reporters
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As Xcel Energy noves through the | arger
energy transition happening in our region and the
nati on, we need to plan to ensure that we can
provide safe and reliable electric service at
af f ordabl e rates.

The Sherco Solar Project is prudent. The
tax benefits that are available fromthe Inflation
Reduction Act have significantly brought down the
| evel i zed cost of energy of the project such that it
is a least cost resource to follow our identified
capacity need. Uilizing a solar resource to neet
our capacity needs is consistent with our resource
pl anni ng anal ysi s, including anal ysis conducted
usi ng North Dakota resource plan assunptions. W
believe the record therefore supports the granting
of an ADP for the project.

Wth that said, the original cost of the
project and the reality that the project was
initially driven in |large part by M nnesota policy
priorities, that led us to the assessnent that the
project may not be consistent with the conm ssion's
assessnent of prudence. Consequently, we proposed
an alternative cost allocation nethodol ogy that
woul d provide North Dakota ratepayers the capacity

and energy benefits of the project while incurring

Shaddix & Associates - Stenographic Court Reporters
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the costs of the resource nore consistent with North
Dakota priorities, nanely a conbustion turbine.

Qur proxy pricing proposal provides a
reasonabl e alternative outcone if the conm ssion
determ nes that North Dakota customers shoul d not
fully participate in the project.

| ook forward to the discussion and |I'm
avai l able to answer any questions you have. Thanks.

JUDGE DAWSON:  Questions?

MR, SI MPSER: No, Your Honor.

Wth that, the witness is avail able for
Cr oss-exam nati on.

JUDGE DAWSON: M. Arnstrong.

MR. ARMSTRONG.  Thank you, Your Honor.

CROSS- EXAM NATI ON

BY MR ARMSTRONG

Q
A

Q

Good norning, M. Shaw.

Good norni ng.

Just so I'mclear, you' re adopting M. Chanberlain
and M. Krug's testinony with no changes as your
own, correct?

Ri ght .

So their testinmony is as if you were under oath
saying it today?

Correct.

Shaddix & Associates - Stenographic Court Reporters
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This application was submtted on April 16th of
2021. Are you famliar with that?

Yes.

So at that tine the conpany had nade the decision to
proceed forward with the Sherco Sol ar Project?
Correct.

And at that time when the application was subm tted,
the conpany fully admtted it was inconsistent wth
North Dakota policy and North Dakota | aw as far as
prudence?

Correct. So at that time via the -- | guess the
resource planning analysis that we had, it was
show ng different things under kind of M nnesota
assunptions and then North Dakota assunptions that
we renove any costs associated with em ssions or
externalities.

And the North Dakota plan called for 374 nmegawatts
of firmdi spatchable capacity to fill the need; is
that correct?

Correct.

And certainly this project is not firm di spatchable
capacity; is that correct?

Right. So the updated anal ysis changed during the
course of this proceeding, but that's correct.

And this project was driven by a need for capacity,

Shaddix & Associates - Stenographic Court Reporters
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14

accredited capacity from M SO?

Yeah. So this -- it's fulfilling a capacity need.
And that capacity need was largely contributed to by
the conpany's desire -- decision to early retire
Sherco Coal Units 1 and 2?

So the retirenent of Sherco 2 contributes to the
capacity, there's a nunber of other resources com ng
off of our systemin that tine frane so there's a
significant capacity need in the m d-2020s.

What ot her units are com ng off the systenf

Mani t oba Hydro PPA that expires, a couple gas ETs,
Mankat o Energy Center retires, Invenergy, | believe,
retires, and naybe Wheaton. Farah Mandi ch can
probably get into nore of the details, but there's a
nunber of resources coming off in that tine frane.
Wiere woul d you classify the early retirenments of
Sherco 1 and 2 as, you know, are those the nain
contributing factors to the capacity need that drove
this project or sonewhere | ower down?

They're significant, | don't know that -- the other
ones mght actually be nore altogether, | can defer
t he specifics to Farah.

' mtal ki ng about the need that drove this project
for the need for capacity in the 2025 tinme frane.

| think Manitoba Hydro is in the sane -- in the

Shaddix & Associates - Stenographic Court Reporters
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sane, around '25, so that's a pretty |arge PPA as
well. So | think the conbination.

The conbi nati on of the early retirenents of the
Sherco units plus Manitoba Hydro?

Yep, for the early part of it, yep.

And when getting to this project, NSP did not seek
bids for 374 negawatts of firm di spatchabl e
capacity, did it?

Correct. The RFP was just for solar.

In fact, as you just said, NSP only solicited bids
for solar projects at the Sherco site and then

sel ected a project based on those bids?

Correct, yep.

You didn't go through your normal EnConpass

eval uation to determ ne what's the best resource,
you | ooked for solar at the Sherco site and you only
sel ected solar at the Sherco site?

Wll, no, 1'd say we did our typical resource
procurenment process where we used the resource plan
to determ ne the generic size, type, and tim ng of
the resource, and then we issue an RFP targeted to
nmeet the generic need found in the resource plan.
So if the testinony says we did not conduct a
traditional resource planning by using EnConpass,

you woul d di sagree wth that?
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O

QO >» O »

Well, | guess what I'mclarifying is we don't -- we
don't do an RFP that doesn't just sort of open to
any type of resource. W target the RFP to neet the
need identified in the resource plan.

How do you cone up with the need identified in the
resource plan?

Wt h EnConpass.

Yeabh.

Maybe that's where | got confused.

And I'Il find it here in a second, but | believe it
was Ms. Mandich's testinony indicated that the
company did not do a full traditional EnConpass
nodeling to select this resource?

"1l have to let her clarify what that neans, but
|"'m-- 1 guess |I'mconfident enough for |like how we
generally do resource pl anni ng.

Yeah. You generally use EnConpass, develop a
resource plan and then select -- go out and try to
procure that resource; is that correct?

Yep. Right. If | could just add maybe one t hing.
Typically, when we would be soliciting a resource,
it would be -- it would have a | arger geographic
scope. So in this case it was sonewhat different
than previous RFPs and that it was nore targeted in

geogr aphy as wel | .
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>

And the need that was bei ng addressed was the need
for capacity?

Well, the need bei ng addressed was the need for

sol ar resources identified in the resource plan.
And whi ch resource pl an?

So at that tine it was the suppl enent of our | ast
resource plan. So that's our suppl enent plan.

Whien you say at that tine, you're talking in when?
So when we nmade the filing so in '21.

And the North Dakota plan called for firm

di spat chabl e?

The North Dakota plan had firm di spatchable, that's
correct.

Woul d you agree with ne that usually with the
capacity needs solar is not the traditional resource
for capacity need?

| think it depends. | think if you have a capacity
need, part of why you use EnConpass is to determ ne
what's the best resource to neet the need.

If you have -- what are exanples of firm

di spat chabl e resources?

| think a CT is the obvi ous one, yeah.

| f you have a 100 negawatt CT and a 100 negawatt
solar farm which one provides nore capacity?

The accredited capacity of solar could be | ess than
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t he CT.

How nmuch | ess?

Vell, currently it's around 50 percent of its
nanepl at e.

And so even though at the tinme of filing the
application NSP was aware this was inconsistent with
prudence under North Dakota | aw, you are still
seeking -- well, actually, | don't even think in the
application you asked for a determ nation of advance
determ nati on of prudence, you just asked for a
proxy pricing nethod?

Correct. And so that's why -- that's what drove

t hat recommendation, or that ask in our initial

testi nony, was we understood that it was

i nconsi stent with North Dakota pl anning policy.

And then a year and a half or so goes by and all of
a sudden sone federal tax credits becone avail able
and now it's the conpany's position that this is the
| east cost option?

Right. So actually two things happened. There was
the additional analysis conducted and the resource
pl an where we then devel oped this alternative plan
that used a tie line to connect into the Sherco
site. | think that drove sone of the differences in

the planning. And then as you just said, the ITC
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was passed and it significantly reduced the cost of
sol ar.

And during that tinme the actual price of the project
i ncreased, correct?

That's for capital ?

Yes.

Yep.

But the tax credits allowed you to at |east argue it
was the | east cost option?

Right. So | guess the tax credits nore than offset
that increase and actually significantly reduced the
| evel i zed cost of the resource.

The tax credits don't do anything to provide better
capacity, do they?

No, the tax credits are nonetary credits.

And are you even sure of how nuch accredited
capacity this project is going to fill?

So, yeah, long termthere's, | nean, there's a
nunber of -- |I'd say there's kind of two nmain issues
at M SO that have kind of developed in this tine
period. There's this nove to a seasonal construct
and then there's kind of ongoi ng di scussi on around
accreditation of nonthermal resources. So we had to
make assunpti ons about what we expect the sol ar

resource to provide, capacity to provide in terns of
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all of the (inaudible) to the system But those are
t he nont hernmal accreditation discussions still

ongoi ng at M SO

And when you say nonthermal, a firm di spatchable
resource would not be nonthermal typically, right?
Right. Soit's -- it's solar, wind, and storage, |

t hi nk.

If you were building what the North Dakota pl an

call ed for you would know how nuch additi onal
capacity you were going to get?

There woul d be nore certainty around the capacity.
Now and into the future, correct?

There's al ways uncertainty on howthe reliability
construct m ght change into the future. And, you
know, the way that we do our resource planning we're
maki ng assunptions around, you know, what those
resources are going to provide, we're | ooking at,
you know, how they dispatch in our system over, you
know, all the hours of the year. So, | nean, we
plan in a way that, you know, isn't just to |like the
m ni mrum of the current M SO standard, we're sort of
contenplating that there will be changes. So |
think there's always sone risk. | would agree that
there's a | ot of discussion around the nonther nal

accreditation currently at M SO
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Well, nowretiring Sherco 2 early woul d have
provi ded known capacity as well, correct?
Again, | think there would be nore certainty then on

t he capacity.

And when did the conpany beconme aware of M SO s
ongoi ng process related to accreditation with

nont hermal capacity?

| don't recall when that discussion started, but

Ms. Mandich m ght be able to provide nore, it's been
going for -- | don't recall.

It's been a nunber of years?

It feels like it, but I'mnot sure.

It wasn't unexpected, was it?

It's been -- no, | don't think it's unexpected. And
| think one of the assunptions we've nade in our
resource plan is that the accreditati on of the sol ar
decl i nes over tine.

Sure. And part of the thing that's happened with
the capacity is it's also gone to seasonal

accredi tation, correct?

Correct. Yep.

And the nunbers for what they've attributed to
capacity are not trade secret, are they?

No, | think that's correct.

And so what the conpany's assuned is that there wl|
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be 50 percent capacity, naneplate capacity; is that
correct?

It starts at 50 and then it declines.

Declines 2 percent to the next 10 years?

That sounds ri ght.

And so that's different than what you were expecting
M SO to actually cone up with; is it not?

| don't -- no, | don't knowthat I'd say that it's
different. | think this is probably a better topic
for Ms. Mandich as the director of resource planning
to answer, but, yeah, | don't think it's different.
How di d you incorporate in the seasonal capacity?

So we haven't done -- we don't have an anal ysis that
tries to look at this in terns of a seasonal
construct, the analysis in this case is based on the
annual construct. But we're a sumrer peaking
utility and so it's the sunmer peak that drives our
capacity needs.

And the tax credits that essentially make you able
for you to argue this is | east cost al so expire,
don't they?

They expire?

Li ke for 10 years?

Correct.

And how long is this project, the lifetime of this
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pr oj ect ?
It's -- | think it's -- | can't renenber, | guess.
It's longer than 10 years.
And the argunent for a | east cost option assunes
you'll be able to get full production tax credits
for that full 10-year tine period?
Yeah, we've assuned -- we've assuned taking the
production, you know, the full production tax credit
over those 10 years, yep
And at the tine you filed the application you woul d
fully admt this was not a | east cost resource?
Correct. Yep. That's why we proposed the proxy
price.

MR. ARMSTRONG. | have not hing further.
Thank you.

JUDGE DAWSON: M. Schuh.

MR. SCHUH: Your Honor, | don't have
questions for this wtness.

JUDGE DAWSON: Ckay. Conm ssi oner
Haugen- Hof fart.

COW SSI ONER HAUGEN- HOFFART:  Thank you.

EXAM NATI ON

BY COW SSI ONER HAUGEN- HOFFART:

You testified on it alittle bit, | nean, | need

clarification. So you have retired under the Sherco
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one of the units already. Can you expl ain your
retirenment of the Sherco?

Yep. So the first -- so we haven't retired a unit
yet. The first unit that retires is the end of this
year so the end of '23, that's Sherco 2. The next
unit is -- we anticipate it wuld retire at the end
of 2026. Excuse ne. And then Sherco 3 is the

remai ning unit, which we would retire in 2030.

Whi ch one was in 20267

Sherco 1.

Okay. Are these early retirenments?

So they' ve been accelerated in the | ast two resource
pl ans.

And what was the decision for that?

So we | ooked at -- excuse ne. So in our |ast
resource plan we | ooked at inpacts of the early
retirenment of Sherco 3 and King. And so we did an
analysis |l ooking at the -- the costs of accelerating
those retirenent dates for both of those units and
then determned that it was prudent to retire on the
ki nd of dates | just relayed. And for Sherco 1 and
2 that was actually anal ysis we had done two
resource plans ago. So that was a resource plan |
think that was initially filed in 2015. And a

deci si on cane out of M nnesota probably in 2017.

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23

And so that's doing the kind of, | guess, the
typi cal resource planning anal ysis where we're doing
di fferent nodeling with EnConpass, |ike the resource
pl anni ng nodel that | ooks at sort of systemcosts
under different assunptions and capacity expansion
pl ans.
So you got -- you're taking accel erated depreciation
on those plants?
Yeah. So, yep. So we accel erated the depreciation
to account for the early retirenent in each, right,
exactly.

COW SSI ONER HAUGEN- HOFFART: Ckay.
Thank you. | have no further questions.

JUDGE DAWSON: Conmi ssi oner Chri st mann.

EXAM NATI ON

BY COW SSI ONER CHRI STMANN:

Q

|"mnot sure | fully understood that discussion you
had with M. Arnstrong regardi ng the PTCs.

Ckay.

So as | was listening to that, this is intended to
be a resource that will last nore than 10 years, but
how | ong are you counting on getting production tax
credits?

Ch, it's 10 years, yeah

And when do they expire under the current |aw?
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So you're able to take the production tax credit for
10 years under the current |aw.

So you feel that w thout any changes in | aw you
already will receive all of the production tax
credits you're planning for here?

Right. Yep. So the IRA, the changes in the IRA

all owed us to take the PTC. And so it was -- before
the RA that was actually the ITC that we were
anticipating we would take for this project, which
is sort of a percentage of the total costs of the
PTCs instead of per negawatt-hour tax credit. And
the other | guess major change in the | RA was that
you can -- you can nonetize those credits and sel
themto third parties. So that also helps wth the
econom cs.

| s anything factored in along the way on -- when we
refer to projects as being |low cost, is there
anything factored in -- oh, and then to set up the
question, but what is low cost or what isn't | ow
cost changes based on the anount of federal
subsi di es avail abl e, correct?

Yeah, | would agree. | think that had a significant
i npact here, yeah.

This was -- this being terned by you as | ow cost was

i nfluenced by the availability of federal noney?
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Yeah. Well, maybe et nme say that out. | think
prior to the IRA, when we made this initial filing
we acknow edged that it was higher cost and that's
why we proposed this proxy price as an alternative
with the IRA. And the updated | evelized cost of the
project, the levelized cost of the project actually
came bel ow the proxy prices that we had proposed, or
the proxy price that we had proposed in the initial
filing. So it noved from being above those proxies
to bel ow the proxy that we proposed.

So does EnConpass or does any people at the conpany
calculate in any cost for who's going to pay those
subsi di es, that your custoners have to pay sone
taxes to nmake those avail able, the corporate tax
rates that were | owered a few years ago, that's set
to expire here in a year or two, in the near future,
and the conpanies are going to -- everyone i s going
to have to pay nore taxes to nake this noney

avail able, but is any of that calculated in or is
that just free noney?

Vell, yeah. | nean, | think the nodel -- the nodel
is taking it as a credit and not sort of | guess
trying to figure out tax burdens or sonething of
custoners. |It's sort of strictly the inpact on our

system costs and on electricity costs.
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And so | work nore with this PPA than | do with

M SO, but when | hear the vast mgjority of the
utilities in the SPP circles saying, well, we're a
sumrer peaki ng conpany, there is different |evels to
that; am|l correct?

| think so. So in ternms of |ike how the difference
bet ween your summer peak and w nter.

Ri ght.

Yep.

Sone utility down in south Texas m ght have a nore
dramati ¢ summer peak than what Xcel might, correct?
Correct. Yep.

So anong utilities at M SO are you closer to mddle
ground there than nost of the rest that al so

consi der thensel ves sunmer peaki ng?

Yeah. | don't know that | could say, you know, I
know | i ke Oter Tail is a winter peaking, | think

M nnesota Power, for exanple, of the utilities that
we just interact with a |lot are nuch closer in terns
of their peaks than us, but as far as the broader

M SO footprint, I"'mnot sure that | could say.

Farah m ght have a better i dea.

Ckay. | mght cone back to that, but I'm
formul ati ng a questi on.

Yes.
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So with the retirenents of Sherco, when did you say
that -- the plans | think said retirement of Sherco
1 and 2 entered the planning phase earlier than 3.
Correct.

So when did that really start? How | ong has that
been a strong consi deration?

It was initially put forward in the 2015 IRP. So
actually it was just before | had joined the conpany
that the proposal to accelerate the retirenent dates
of Sherco 1 and 2 was nade.

And so the costs that are out there, the

depreci ation beyond this retirenent, these early
retirement dates, is that all factored into your
cost nodel, too, or where is that accounted for?
Yeah. So the way we woul d set up the nodel when we
do those on the resource plan is to accel erate

the -- so you'd have the renai ning plant and

i nvestments through the old depreciation |life and
then we woul d accel erate that depreciation to be
fully depreciated by the proposed retirenent date.
So that for Sherco 2, for exanple, you would have
the plant fully depreciated at the end of this year.
But | should clarify is that in the last North
Dakota rate case we had proposed to accelerate the

depreciation for -- for purposes of setting rates,
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and then in the -- | guess we had a settl enent where
we agreed to keep it at the sane -- at the current
depreciation life, which is through so then current
depreciation life, which was just through 2034, so
in North Dakota rates reflect the depreciation life
t hr ough 2034.

COW SSI ONER CHRI STMANN:  Ckay. | don't
think | have any other questions.

JUDGE DAWSON:  Conmmi ssi oner Fedor chak.

COW SSI ONER FEDORCHAK:  Thank you,
Judge.

EXAM NATI ON

BY COMM SSI ONER FEDCORCHAK

Q

Thank you, Chris. Wiy don't we stay a little bit on
the Sherco retirenent issue. |If you didn't retire

Sherco, would you need this project?

Soif we didn't -- if we weren't retiring this
project, | guess as | was discussing wth
M. Arnstrong, we would have -- there would still be

a capacity need 'cause there's sort of other things

driving the need, but it would change our overall --
Wiat is that capacity need immediately? Isn't it

i ke 300 and sonet hi ng?

Yeah, | think we've got a -- |I'll just probably |et

Farah do that, but there's a need sort of increasing
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in the md 20s because of these different resources
roll off.

Ri ght .

So if we weren't retiring this plant we woul d have
to sort of reoptimze and | ook at what sort of
resources we would need. We would still need
resources in this tinme franme, obviously we woul dn't
be reutilizing the interconnection |like we are with
this project so there would be different projects
than this.

What's the capacity at Sherco, the one that's
retiring?

It's about 700 nmegawatts.

Ckay. So when Farah conmes up, if you can

quantify -- like match those, that seens
significantly nore than what the capacity,
identified capacity shortage is. So |I'm not
under st andi ng how you woul d need addi ti onal
resources if you kept Sherco, if you didn't retire
t hat .

Ch, sure.

You know, the gap is -- it seens nore than fillable
by Sherco. So if you can clarify that, that would
be great.

When you did the cost conparisons, did
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you i nclude the cost of the accel erated depreciation
and the levelized costs of energy for this facility?
So you're retiring Sherco, the costs of that to

rat epayers plus the costs of the replacenent, was
that all included in the levelized costs of energy
or just --

Just the project, right. Yep.

Ckay. So why isn't it fair to look at it nore |ike
how | descri bed, as one decision and the costs of

all of that, versus a decision, a different decision
of keeping it open?

Yeah. No, | guess that's a good question. | nean,
typically we're |1 ooking at the cost of the resource
and then we're doing the nodeling, we' ve got sort of
t he existing systemand then we're sort of nodeling
the inpacts of the -- the resource additions. So |
guess if we weren't reanal yzing the shutdown of
Sherco 2 in 2023, we're just kind of taking that as
a given, as the systemthat we needed to take as a
given and then sort of determ ne the best resources
to fill. W did overlay that. W did sort of put
together in the -- actually several proxy prices.

So one of them was | ooking at the cost of continued
operation of Sherco 2 and then replacenent with a CT

after 2034. So | think that sort of gives -- sort
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of where that gets into that issue and sort of what
woul d the costs be for this sort of capacity and

energy based on continued operation at Sherco.

Wt hout going into the trade secret stuff, | | ooked
at that and the nunbers and it was -- there was
sone -- it sort of felt |like uncertainty by the

conmpany on how that woul d, you know, conpare.
Whether it would be a sure thing that that would be
nor e expensive than just going -- and that was
pretax breaks, that was prelRA, so | would --
Yeah, | would --

So it's fairly conparabl e, though, to what you guys
Wer e proposing as a proxy price?

Ri ght.

Ckay. So when you -- when you're | ooking at the
shutting down, the premature retirenment of these
coal facilities largely to neet your carbon goals,
' massunmng; is that fair?

Wll, in -- so when we do -- the carbon goals are
not, like -- I'll answer this even though probably
Farah should. But the carbon goals aren't the
constraint in the nodel, but we use em ssions cost,
we have |i ke carbon costs that we include in the
nodel. And then when that gets optim zed, you know,

it's pretty nuch on a simlar path, | guess, to neet
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the conpany's goals, but the kind of nmechanismin
the analysis is a carbon adder rather than the
constraint of the conpany goals.

Sane t hing.

It gets you to basically the sanme spot.

Yeabh.

| just --

| nean, if you didn't have the carbon goals you
woul dn't have the carbon adder?

Well, the carbon adder I'mvirtually required to

i nclude in M nnesot a.

Ckay. Fair enough. M nnesota has that and then the
conmpany - -

The conpany al so has goal s, yes.

Has goals of its own?

Yeah.

So the goal is by 2050, correct?

Ri ght.

For the conpany, and now M nnesota is it for 2040,

but that was after these plans were in place. So

have you -- have you | ooked at other approaches?
O, actually, just tell nme, and if it's not -- if
Farah woul d be better, 1'd |like to know what ot her

approaches the conpany has taken in analyzing its

path to decarbonization. And in terns of what
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realistic technol ogi es can get you there, at what
time frane and at what cost. And have you | ooked at
an all-in cost for getting there. 1In any way,

shape, or forn?

Yes. 1'll let Farah follow up on this, but just to
set sone -- in the resource plan we're | ooking at
sort of different, |ike a nunber of different

scenarios. So sone of them have early coal
retirenents, sone of them have nucl ear extensi on,
and then sort of conbinations. And then we're

| ooki ng at, you know, we devel op these, you know, |
guess nore generic resource additions that then we
can analyze how those fit into those, it's kind of
base portfolios, and then make conpari sons between

t hose, those different -- those differences in

basel oad scenari os.

And are the generic resources -- or technol ogies, do
they exist yet? The generic ones that you're
nodel i ng?

Right. So we're nodeling is, you know, right, ones
t hat exist, so solar and wind and we did a storage
in the nodel as well.

So wind batteries. Al right. And you've |ooked at
the cost of all of that?

Right. | guess naybe nore to the point you are
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maki ng, so our plan | guess concedes that we don't
currently have the, you know, the specific plans of
how we get to 2050, that there does need to be sone
addi ti onal progress nade in technol ogi cal

devel opnent to get us the final -- all the way to

i ke carbon-free.

And because of that, it's -- | just really need to
under st and why or how the conpany did, if |I don't
under st and what you did, evaluated the possibility
of using your existing resources longer, letting the
t echnol ogy devel op, and naybe you coul d, you know,
by 2030 have a better picture of what those

technol ogies ook |Iike and their costs and could
then start retiring Sherco and still meet your
carbon goals at a lower cost with less risk to your
custoners. Did you |look at that, on extending these
lives of the coal facilities, or was it nore of I|ike
first itemon the agenda, shut down coal ?

We didn't ook at -- so we didn't | ook at extending
| i ke beyond 2034, but we | ooked at --

Using themto their fullest?

Using to the full life conpared to the early
retirenent.

And what did you look at in those factors in terns

of what was the decider for how you ultimtely chose
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this route?

Well, sure. So costs, but the costs including

the -- so what we call the present val ue of societal
costs, which includes the inpact of the em ssions
under scenarios that have | ower em ssions than

ot hers.

Un hmm  But you also had no idea at that point what
the cost to replace themis going to be and still
don't?

Vell, we're relying on the assunptions that we make
for the resources. Kind of generic assunptions on
what we think are reasonable costs and attri butes of
resources that could be used to neet whatever needs
t he system has.

Vell, I"'mfollowing MSO pretty cl osely and the

current proposal for accreditation is not even close

to 50 percent for solar. | nean, especially in the
W nt er.
Right. So | don't -- and that's the nonther nal

accredi tation discussion --

Ri ght .

-- at MSO Yeah.

Whi ch gets to the costs of the resources that you're
using to replace them because you have to have a

certain anount of accredited capacity, right?
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Yep. Yes.

And that affects the costs of what you're buil ding
to replace what you're retiring?

Yes. So if we have to -- you know, if we have to
end up acquiring nore resources than anti ci pated
that woul d i npact the cost, overall costs of the --
to the system

All right. WlIlIl, | do need to understand better,
that better, what other approaches the conpany has
studi ed for decarbonization, in terns of, you know,
| ooking at -- if you did ook at all at running the
coal through 2034 and then replacing it. And still,
| nmean, |'m not suggesting you shouldn't neet these
decar boni zation goals, |I'"mjust saying | think
there's been a real |ack on big conpanies |Iike Xcel
who is a leader in fully exploring all the options
and quantifying all the costs. Because now with the
solar and the wind there's an additional cost in
transm ssion that nobody is calculating in the
prices of ADPs |like this one, that transm ssion
isn't even part of it. Ganted, you' re connecting
to an existing interconnection, but there's other
transm ssi on buil dout going on all over the place
that isn't being calculated as part of your

decar boni zati on goal costs either. | don't think.
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Maybe, but prove ne wong, I'd love it if you proved
me wong on that.

So getting to this facility, if Mnnesota
wasn't requiring Xcel to invest a certain anount in
solar, would this project have been one of your
choi ces or the choice for your capacity? You said
earlier that we were | ooking for solar.

Right. So we were |ooking for solar based on the
need identified in the resource plan for solar in
this time franme. So | think it was based on the --
based on the resource plan and our preferred pl an
that we issued the RFP for sol ar at Sherco.

Ckay. You've | ooked at sonme of the other -- or you
tal ked about some of the other options, one of them
bei ng this Weaton station, or other things that are
happening. Did the conpany explore the option of
expandi ng that, neking a | arger expansion at the
Wheat on station? Could you have made that bigger,
added a few nore rice units there?

" mgoing to et Ms. Mandi ch answer that question,

she's been nore involved in that --

Ckay.
-- project.
Ckay. D d you |look at -- look at building the gas

CT in North Dakota that the conpany is commtted to
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and taking that approach to neeting this capacity
need?

Yeah. So we also have, in addition to solar
identified, we have -- we continue to have a need
for firmdispatchable on our system And so we have
made -- so the resource plan com ng out of our | ast
resource plan, or order comng out of M nnesota
acknow edged the need for firmdispatchable
resources in our negawatts of firm di spatchabl e
resources so we have nade an initial filing in

M nnesota that sort of |ays out the scope of the
process. And so, you know, eventually that w |
lead to us issuing an RFP with an open process for
conpetitors to submt bids in, but we intend to
submt the Fargo CT into that proceeding.

Wiy didn't you | ook at --

And a filing in North Dakota of course as well.
Sure. Wiy didn't you look at that facility being
the need for this capacity shortfall that you're
addressing with this project?

So we did in the resource plan. So in the resource
pl an we have these, you know, we have solar and firm
di spat chabl e kind of available to include in the
analysis. And so the resource plan was identifying

solar in this tinme frane and then the firm
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di spatchable cones on a little later in '27 and '29.
And so we'll be sort of targeting -- the acquisition
process is to fulfill the needs that were identified
in the resource plan.

So the resource plan identified solar because

M nnesota has sol ar requirenents --

Wll, so --

-- that you have to neet?

-- in our alternate plan we actually had sol ar
identified in this time frane, both with the carbon
costs included and wi thout the carbon costs
included. So we did have solar identified even

W t hout those -- those em ssions adders.

Did you -- initially your IRP called for using the

i nterconnection at the Sherco facility with a gas
conbi ned-cycle. And then you changed fromt hat
because | think some of the intervenors in the

M nnesota process wanted you to and you changed t hat
to a solar. And so now the conpany is sayi ng that
that facility isn't, you know, basically what | read
your testinony to be is that site isn't appropriate
for a gas facility, that you couldn't have done a CT
there. So help me understand how at one point it
was part of your plan to put one there and then now

it isn't feasible?
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Sure. So we had -- so this is the previous |RP,
believe, the 2015 IRP. W had identified --
Actually, no, the 2020. Because | have a letter
from Dave Sederquist and he filed it, the 2020-2034
Upper M dwest Resource Plan. |t has Xcel proposes
to purchase the Mankato Energy Center and construct
a new natural gas conbi ned-cycle at our Sherco site.
Yeah. So | guess I'msaying is the initial analysis
identified --

' m sure, okay.

-- out of the need for the conbi ned-cycle and Sherco
was in that previous IRP and sort of coincided wth
the analysis of the early retirenents at Sherco 1
and 2. So there's not good gas infrastructure in
the area. So even then, you know, one of the
chal |l enges was to develop gas infrastructure to be
able to serve by plant, of course it didn't have
good em ssions and so that was sort of offsetting.

How far away is the gas to connect to that facility?

| think we had assuned we would need -- | don't
right off renenber. | feel like it was nmaybe even
li ke -- yeah, | shouldn't specul ate.

Ckay.

It's a pretty significant way, | think it was over

$100 million.
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For the pipeline?

Yeah, that we were assum ng for the pipeline, yeah.
Ckay. |If Farah can clarify that, that would be

hel pful , too.

So that was always a challenge. | think at the tine
we identified the need for the conbi ned-cycle, we

al so had, you know, higher costs of, you know, sol ar
and wi nd and other resources that could be used to
nmeet needs. And so as the |ast resource plan
progressed, we | ooked at instead of the

conbi ned-cycle, doing the tie lines. So building a
transm ssion line that would tie into the

I nterconnection at Sherco and then all ow ng
resources to connect to that, that tie line. And I
believe a CT was one of the resources at the end of
the tie line that could be |ocated closer to gas
infrastructure that was part of that alternative

pl an.

Ckay. |Is there a possibility to expand at the
Mankat o Energy Center to neet a capacity need?

| don't know if there's a -- | don't knowif there's
a capacity to expand. There's the first -- so
there's two parts of Mankato, we have two PPAs. The
first PPA expires in the m d-2020s so there would be
the potential to extend the PPA for Mankato 1, which
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Is 300-sone negawatts.
About the sanme tinme that this -- but you' re assum ng
in this plan that that expires and you don't extend
it?
R ght. Yep.
| s that because of M nnesota policy?
No, as a general rule we don't -- we don't nodel PPA

extensions just nore for conpetitive reasons so that
when we go into negotiations --

| see.

-- we do not, you know, already telling themwe're
goi ng to buy.

Un hmm  Ckay. And then, okay, so you said earlier
that this project hasn't been nopdel ed under the
seasonal construct?

Ri ght .

So why is it -- why would it be prudent for North
Dakota to approve investing in a capacity project
that hasn't even been nodel ed under the current
capacity construct of the RTO which you're in?
Yeah, and that's a good question. | think, as I
noted earlier, because we're sumrer peaking our, you
know, and sol ar provides, you know, the nost
capacity in the sumer and maybe very little in the

W nt er. W think at least in the near term sol ar

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23 45

additions wll kind of make sense and provide
capacity to our system And, you know, we've --

t here's al ways uncertainty, | guess, in terns of,
you know, what coul d change and how M SO m ght
change, but we've -- we've nodel ed these -- the way
that we do our analysis, we really are |ooking at
how t hese resources are going to neet our system
needs on an hour-by-hour basis.

Um hmm

So, you know, we think the analysis that we've done
still shows that this project provides benefits to
our system

If the solar capacity accreditation drops and it's
| ess than what you're anticipating here, how woul d
you feel about capacity need?

W'd have to do nore analysis | think on what sort
of resources we would need. What woul d nmake the
nost sense to fill that capacity need, yeah.

So given | agree with you, there's a | ot of things
that are changing and there's a | ot of unknowns.
But when we're tal king about prudence, wouldn't it
be the nost prudent to at | east be nodeling and
considering the things that are known, and that
seasonal concept has been known now for -- you've

been operating under it for at |least a year. | nean
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not even know ng how this fairs under that nodel,
that's just like a big gap for ne.

A Ckay. | mght like Farah to see if she can foll ow
up with a little nore detail on how we kind of
expect the seasonal to work.

Q Ckay. Al right. Let's see here. Gay. | think
| ' ve covered nost of what | need to with you. Thank
you, Chris.

A Thanks.

JUDGE DAWSON: M. Sinpser

MR, SI MPSER: Thank you, Your Honor.

REDI RECT EXAM NATI ON

BY MR SI MPSER:

Q Thank you, M. Shaw, that was an interesting
di scussion. | want to just talk to you about a few
itens that cane up. Just a couple of itens to
respond to M. Arnstrong here.

Part of the reasoning behind using a very
site specific outconme for the RFP was really al so
related to the fact that it was very challenging to
find any projects that could interconnect to the
transm ssi on system at reasonabl e costs at that
tine; is that fair?

A Yeah. The | ast several, you know, DITP studies at

M SO have resulted in pretty significant costs for
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projects to interconnect into the M SO system So
this enabled to utilize existing interconnection as
a significant nethod.

And then al so the conpany was aware that there were
going -- that there was the potential for there to
be advant ageous tax outcones while they were
pursui ng the project, correct?

Yes. We did sone analysis on the potential for tax
reform

So it was no surprise when tax reform cane and the
LCOE went down?

| nean, it was a possibility.

Ckay. | want to talk a little bit about Sherco 1
and 2 and tal k about the history here. | know

you' ve testified about this issue in other
proceedi ngs especially in other states. But ny
recollection is that the conpany seriously started
to study what to do with the |life of Sherco 1 and 2
back in a 2010 study; is that correct?

You're straining ny nmenory, but |I think there was --
| think there was a study back then, yeah.

And that study was intended to determine if it was
worthwhile to invest in selective catalytic
reduction technol ogies versus retiring of plant when

t hose may be necessary?
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A

| recall -- 1 recall, yes, that the trade-off was
between CRs and retirenent. That's probably all |
recall.

kay. And that's sufficient. And | just -- | think
what I'mtrying to say is that since that 2010

i fecycl e managenent study, the conpany has

conti nued to anal yze Sherco not only froma carbon
reducti on standpoint, but also froma future
necessary investnents standpoint, and to determ ne
when it nmakes nore sense to invest further in the
plant given its then |life. |Is that a fair anal ysis?
| think that's fair. | think you're sort of saying
this has been on the table for a while, have
sonething to consider, there's been a | ot of
uncertainty around whether you'd actually need SCRs
t hroughout that tinme frane. | think just to go back
to our discussion, the first tinme we had proposed to
retire the Sherco 1 and 2 early was in that 2015

| RP.

Right. That's when the decision was ultimtely

made - -

Ri ght .

-- after many years of anal ysis?

| think that's right. So it was before | was with

t he conpany, but that's ny understandi ng.
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And then when you nake that analysis, just wanting
to confirm your resource planning | ooks at the
entire systemon a revenue requirenents basis; is
that correct?

Correct. So we're looking at -- yeah, the present
val ue of the generation on the system

And that includes any accel erated depreciation that
may be inmpactful to the system correct?

Correct, yes.

| also want to talk a little bit about the sort of
resource planni ng approach, and certainly

Ms. Mandich can help discuss this a little bit nore.
But the conpany appears to have used this | ast
resource plan to essentially address a | arger
capacity need in the md-2020s with nultiple
resources; is that right?

That's correct. There's a nunber of resource
additions that the resource plan calls for.

And |i ke Ms. Mandi ch di scussed, that includes
repoweri ng sone resources, adding solar and addi ng
al so firmdi spatchabl e resources?

Correct.

And as you nove through the resource planning
process, and | just want to make sure | caught this

correctly, the last analysis you did through that
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QO >» O >

resource planning process, that was |long after we
filed this -- this application, right?

It was -- | don't knowif it was |long after.

think we filed it a few nonths after, correct, yeah
So you had an updated anal ysis and under t hat
updat ed analysis with societal costs analysis or
revenue requirenents analysis, in other words, in
both the M nnesota and North Dakota views, solar was
sel ected as the correct |east cost generic resource
to neet the '24, '25 need?

Yes. | think it's a 2016.

'16, okay.

If not '25 addition, yeah.

Ckay. Then the last piece | wanted to tal k about is
| think we all agree that there's sone accreditation
risk with the project. 1Is that fair to just

sti pul ate?

Yes. | would agree.

And does the conpany's proxy proposal help
amel i orate or hedge agai nst sone of that risk?

It does. So the proxy proposal was to use the M SO
cost of new entry for the actual accreditation of
the facility. So if the accreditation ended up
bei ng | ower than we assuned, we would recover | ess

t hrough the proxy, we'd only recover what was

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23 51

actually granted by M SO
And so that would be, essentially, you'd only pay
for what you get so if there was | ess accreditation
there would be |l ess costs to North Dakota
rat epayers, right?
Correct.

MR. SIMPSER | have nothing further.

JUDGE DAWSON: M. Arnstrong.

MR. ARMSTRONG.  Thank you.

RECROSS- EXAM NATI ON

BY MR ARMSTRONG

Q

QO » O >

Qo >

M. Shaw, | have sone additional questions for you.
Just to be clear, you had nenti oned when

you were talking with the Conmm ssioners about the

|RA, that's the Inflation Reduction Act?

Yes.

And that was enacted in August of 2022?

That sounds ri ght.

And so a year and four nonths after this

application, right?

Yep.

And you may have expected sone tax benefits, but you

didn't know what they would be; is that fair?

| think that's fair. | think the, you know, the

mai n benefit here was that solar could take a PTC
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and those credits could be nonetized. So I think
that that possibility was sonething that we

cont enpl at ed, but whether and when and what exactly
woul d pass of course we didn't know.

Because even in the initial application there were
tax credits calculated in, they just weren't enough

to nmake it the | east cost option?

So we were using like existing I TC at the tine, yep.

JUDGE DAWSON: M. Arnstrong, could you
bri ng your m crophone just a little cl oser?

MR, ARMSTRONG  Yes.

JUDGE DAWSON: Thank you.

BY MR ARMSTRONG

Q

And so it wasn't until sonethi ng happened in August
t hat made you able to argue anyway this was the

| east cost option?

Correct. Correct, yeah, | nean, we changed our
request.

And honestly we've tal ked about a |l ot of different
pl ans today and you' ve said the plan now calls for
solar. Oiginally the plan did not call for sol ar,
it called for a conbined-cycle, correct?

Correct. And so just so it's crystal clear, |
guess, there was an I RP supplenent filed in 2020

that had the -- under that analysis there was the
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firmdi spatchable, the CI. The updated alternate
plan filed in '21 then had the sol ar.

The updated alternate plan that selected sol ar was
based on a settlenent with M nnesota, correct?

No, it wasn't based on a settlenment. That was an
updat ed anal ysis where we anal yzed using the tie
line to connect resources at the Sherco site.

And what restrictions were placed on what coul d use
the tie line in that eval uation?

There were -- there were restrictions. | nean,

Ms. Mandi ch can answer that one.

There were restrictions placed on the plan by the
conmpany that led to the result that Sherco Sol ar was
the sel ected project?

| think I need to et Ms. Mandi ch answer the
question. | think that the -- it wasn't prescri bed
in terns of what exactly would interconnect at a
particular tine, but there were -- there was a
framework, | guess, in the nodel. | can |et

Ms. Mandi ch discuss that in nore detail.

Wien did the conpany agree with -- I'mjust | ooking
at the order to close out the 2020 to 2034 Upper

M dwest Resource Plan identified the conpany shal
acqui re by 2026 1,300 negawatts of sol ar resources

to replace the capacity followng the retirenent of
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QO >» O »

Sherburne County CGeneration Station Unit 2. \When
did the conpany agree to that in M nnesota?

So that was part of our proposed alternate plan and
then the comm ssion's order reflected for that plan.
That occurred sonetinme after the conpany had
identified the conbi ned-cycle unit at the Sherco
site?

l"'mnot sure I'"'mfollowng. So we made the -- the
last IRP and the alternate plan was filed in '21.
The order was '22, February '22. So that's
reflecting the conm ssion's order based on the
alternate plan that was fil ed.

There's no technical reason or inpossibility of
tying a conbi ned-cycle into the existing

i nterconnection at the Sherco site, is there?
There is no -- say that again.

The conbi ned-cycle could use the transm ssion
avai l able at the Sherco site, right?

Yeah, we have that proposed.

Just like the CT?

Correct. Yep.

And so in M. -- I'mgoing to go back to sonething
Commi ssi oner Fedorchak asked you about in

M. Chanberlain's testinony. He said the need for

this project resulted froma 92 negawatt capacity
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deficit in 2026, which rose to 1,016 negawatts by
2030. Are you famliar with that in his testinony?
Ceneral ly, yes.

Ckay. In M. Krug's testinony | wasn't able to find
a nunber for the short foll owi ng 2026, but then you
said by 2030 there was a 2,443 negawatt capacity
deficit. Are you famliar with that?

Ceneral ly, yes.

Wiy is the capacity deficit accelerating so nuch?

| amgoing to let Ms. Mandi ch answer the questions.

| think there's a ot of different noving pieces

bet ween t hose anal yses and she's got sone of the
tables with the different resources in her testinony
and so Il'mgoing to |l et her answer that.

Wul d you at | east agree that part of it is because
you're retiring good capacity units and repl acing
themwith | ess efficient capacity units?

| don't think so. | think in each of those plans we
have the retirenments of the -- that had Sherco
included. And so | would like to et Ms. Mandi ch
answer those sort of what are the different pieces.
Are the energy needs increasing by -- deficits

i ncreasing by that nuch?

| ' m not sure.

You' re planning a need for nore capacity than you
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are for a need for nore energy; is that fair to say?
W have -- | think that's fair to say, that we have
nore of a need for capacity than energy. W're a
net seller into the market.
And even those nunbers don't calculate in how M SO s
seasonal construct is going to affect that?
Even -- well, which nunbers?
Well, you don't know how -- you know M SO i s goi ng
to have a seasonal construct and you know you have
this rising capacity need, but you don't know how
it's going to be accredited through M SO at this
point in tine?
So we -- yeah. And | don't want to m x the twd. So
we don't know what the resolution ultimately wll be
of the nonfirm accreditation.
But you do know that you agreed with M nnesota that
we need to build nore sol ar?
We know t hat our analysis and the alternate plan
called for solar additions in the md '20s.
In the analysis that had restrictions on it?
The analysis that had -- well, | think that's
getting into the details of the nodel, 1'll need to
l et Ms. Mandich tal k about those.

MR. ARMSTRONG. That's all | have. Thank

you.
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JUDGE DAWSON: M . Schuh.
RECROSS- EXAM NATI ON

BY MR SCHUH:

Q

M. Shaw, just a couple questions. So obviously

t here's an outstandi ng obligation that NSP provi ded
| think back in 2015, 2016, to construct and operate
200 negawatts of firm di spatchabl e capacity resource
in North Dakota by Decenber 31st, 2021. Does the
approval or disapproval of this resource, would that
i npact the |ikelihood of that being constructed and
put into operation?

No, | don't think so. As | noted, we've -- the
resource plan identified the need for firm

di spatchabl e resources, we've started that process
in Mnnesota and we intend to nake a filing
proposi ng the Fargo CT as part of that process.

Ckay. | was speaking about this application and the
testinmony as well in the current ADP relative to |
guess other ones in the past, is that usually
there's an extensive revenue requirenment analysis,
and this of course it seens like it's really focused
on the base cost of energy which | understand it is
all interplayed with all that as well as, you know,
conmpari ng operational costs. |If you would take, |

guess if we approved this ADP, would that be
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consistent with, | guess, the |east cost planning
for our custoners in North Dakota under North Dakota
| aws and regul ati ons?

Yes. This goes back to our discussion about the --
the alternate plan and the resource plan that was
approved. And under those assunptions, when we
renoved carbon costs and reoptim zed even under

t hose assunptions w thout the carbon costs we did
have solar as the |east cost addition in '25.

Right. And | definitely heard you on that. WNaybe |
was getting a little bit confused, too, because

we' re goi ng back and forth, we keep saying | east

cost planning but you guys keep saying | east cost

pl anning in M nnesota and then, you know, you flip
into North Dakota, which for the purpose of the
heari ng we should only be tal king about North Dakota
| east cost planning so operating under North Dakota
| aws.

But et me give you a hypothetical. And
| understand you're not the resource planning person
and Ms. Mandich is here to answer those questions,
but so you construct an integrated resource plan
under North Dakota -- a M nnesota franework, and
t hen you subsequently backed out the externalities

of carbon costs, comunity solar, as well as | think
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you provided one other as well in the testinony.

But had you constructed i ntegrated resource plans
sol ely under North Dakota planning, would it | ook

t he same? Wuld we be | ooking at these same
resources? So starting with only North Dakota
resour ce pl anning.

Yeah, | don't know if we know the answer to that. |

think we've got the North Dakota resource planning

process that we'll be engaging in going forward, |

t hi nk.

Sur e.

You know, what we've done is, like | said, is taken

out those carbon and externality costs and
reoptimzed the nodel, but --

Sur e.

-- | think knowi ng what a North Dakota plan woul d
use can take sone nore engagenent with the staff and
t he comm ssi on.

Absol utely understand that. But would it be fair to
say that if we did put forward North Dakota resource
pl anni ng and t hen subsequently you nmade an
alternative plan for M nnesota where you, | guess,
then put in recovering costs, that we would probably
be I ooking at -- there's a |likelihood, but at | east

a good chance we'd be | ooking at two very different
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resource plans?
| woul d expect they would be different, | don't know
if I can speculate on whether it would be different
or not.

MR, SCHUH. Thank you. Those are all the
questions | have, Your Honor.

JUDGE DAWSON: Conmi ssi oner
Haugen- Hof fart.

COW SSI ONER HAUGEN- HOFFART:  No, | have
no addi ti onal questi ons.

JUDGE DAWSON:  Commi ssi oner Chri st mann?

COW SSI ONER CHRI STMANN:  One
clarification from Comm ssi oner Fedorchak's
know edge as a | eader in the organi zati on of M SO
St at es.

FURTHER EXAM NATI ON

BY COWM SSI ONER CHRI STMANN:

Q

If | understood that dialogue correctly, the
assertion was that M SO, before any changes that are
comng up as far as accreditation already isn't
accrediting solar at 50 percent. | nean, that's
what you're using here to show this as | east cost.
Did | understand that correct? And do you di sagree
w th her on how they're accrediting or did I

m sunder st and?
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A

| think there's two pieces. There's the nont hernal
accredi tation, which I think Conmm ssi oner Fedorchak
was referring to, which is still pending and an
ongoi ng di scussion, and then there's the seasonal
construct which has been inplenented. And ny

understanding is that was about 50 percent for the

sumer .
Ckay.
JUDGE DAWSON:  Commi ssi oner Fedor chak.
COW SSI ONER FEDORCHAK:  Thank you,
Judge.

FURTHER EXAM NATI ON

BY COMM SSI ONER FEDCORCHAK

Q

Just to clarify for nmy coll eague, | was talking
about the proposals for the new accreditation.

To follow up to your conversation with
M. Arnstrong, in the analysis that showed, the
nodel i ng that showed this project as being the | east
cost resource for North Dakota to neet your capacity
need, how was the accreditation cal cul ated? So the
val ue --
As we had | guess discussed previously, the
contract, it starts at 50 percent and then declines.
That's under your nodel ?

Yep.
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That chose that?

Yep.

Ckay. So woul d you agree, though, that that is a

si gni fi cant unknown and it coul d change the prudence
if that accreditation, that capacity accreditation
changes?

| would say that there certainly is uncertainty
around what we're going to get for accreditation for
solar going forward. I'mreally not the M SO
expert, | know our other fol ks have a | ot of
concerns with the proposal.

Right. GCkay. Let's see here. Ch, and one other
thing. How nmuch of the interconnection, the
conmpany's i nterconnection anount at the Sherco
facility, how much of that does this project assune?
So this is what --

Yeah. This is a portion of it, so there's about 700
nmegawatts total fromthe retirement of Sherco 2. So
then we have, like I think we found an ADP for the
next additional solar project to fill our need.

Ckay. Wien all the Sherco retires, what's that

i nt er connecti on?

It's about 2,000 nmegawatts altoget her.

Ckay. And have you nmade plans for the replacing al

of that or are you still working on that?
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> O

> O » O

Wll, we've made -- we have the resource plan that
contenpl ates those retirenment dates and so then the
capacity expansion identified in the resource plan
would fill that need.

Ckay. And it's pretty nmuch all solar?

It's solar and then it's the firm di spatchabl e
resour ces.

At that site?

Well, not at the site.

At the Sherco site?

Sorry, at the Sherco site it's -- | think it's -- 1|
shoul d probably et Ms. Mandich answer. | think
there's wind identified on the line and then a
potential for a dispatchable resource as well.

Okay. And then in your conversation with

M. Sinpser you tal ked about the systemw de energy

needs and costs that were calculated in terns of

your I RP, and that that accel erated depreciati on was

included in that so those costs were cal cul at ed.

" mjust curious, in that cal culation where are

t hose costs assigned? To the retiring resource or
to like, you know what |'m sayi ng, back to our
earlier question, | get that you're calculating it,
but it matters where you assign themin terns of

what | ooks |i ke the nbst -- the | owest cost
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resource?
Yeah. | nean, it would change the revenue
requirenents of the retiring resource. So there's a
annual revenue requirenent in the nodel for Sherco
2, for exanple, and then they nay change the
depreciation life from 2034 to where the
requi renents change.
So they're assigned to that unit?
Yeah.

COW SSI ONER FEDORCHAK:  Al'l right.
Okay, thank you. | think that's it for ne.

JUDGE DAWSON: M. Si npser

MR. SIMPSER | have not hing, Your Honor.

JUDGE DAWSON: | f there are no further
gquestions, and | see none, you may Step down.

(Wtness excused.)

JUDGE DAWSON:  And | have the tinme of
9:53 so we'll take a 10-m nute break 'til 10:03.

W' re at recess.

(Recess taken.)

JUDGE DAWSON: W are back on the record.
And M. Sinpser, M. Shaw previously, that was his
name, correct?

MR. SI MPSER  Yes.

JUDGE DAWSON: And you spell that |ike
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SHAW

MR. SI MPSER  Yep, |ike the supernmarket.

JUDGE DAWSON: COkay. And Chris with a C
or a K?

MR SIMPSER Wth a C

JUDGE DAWSON: Ckay. He's new to sone of
us and so we are just not famliar with the spelling
of his nanes.

Wul d you like to call your next w tness?

MR SIMPSER Yes. The w tness who needs
no i ntroduction, the conpany calls M. Farah
Mandi ch.

JUDGE DAWSON:  You were here for ny
previ ous warnings as to perjury so you understand
what perjury is and the penalties for it?

M5. MANDI CH  Yes, | do.

JUDGE DAWSON:  Under st andi ng so, do you
prom se or swear that the testinony that you're
about to give will be the truth, the whol e truth,
and not hing but the truth?

M5. MANDI CH  Yes, | do.

JUDGE DAWSON: W th that, you may begi n.

MR, SI MPSER: Thank you, Your Honor.

DI RECT EXAM NATI ON
BY MR SI MPSER:
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Good norning, M. Mandich.
Good norni ng.
You are the sane Farah Mandi ch that submtted
prefiled direct testinony, rebuttal testinony and
surrebuttal testinony in this case?
| am
And woul d your testinony be the sanme today if you
were giving it when you filed it?
Yes.

MR SIMPSER Wth that, the witness is
avai l abl e for cross.

JUDGE DAWSON: Pl ease turn your
m crophone on, or if it's not on, bring it just a
little closer.

THE WTNESS: | think it's on now, but
maybe | wasn't cl ose enough to it.

JUDGE DAWSON:  Thank you.

MR SIMPSER W tender the w tness for
Cr oss-exam nati on.

JUDGE DAWSON: M. Arnstrong.

CROSS- EXAM NATI ON

BY MR ARMSTRONG

Q

Ms. Mandich, | asked M. Shaw about the changes in
the needs for capacity, in M. Chanberlain's

testinony it said 92 negawatts by 2026 and 1, 000
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nmegawatts by 2030, and then M. Krug said 2,400-sone
nmegawatts by 2030. Wat's the reason for that
change i n needed capacity?

So there were multiple things that changed in the
under |l yi ng assunptions between the first -- the
suppl enent resource plan when we filed this and then
the alternate plan that we filed later. | think
primarily the gap is a couple things. So there were
resources that we planned to replace, which would be
t he Wheat on, for exanple, the Weaton capacity, that
were sort of taken out of the baseline and put into
sort of the new additions line. So that is one
driver of differences. The |load forecast is
slightly different, didn't nake a huge difference.
And then the other difference may have been the
renoval of the Sherco CC fromsort of the assuned
resources, but |I would have to go back and check.

So there are nultiple things, we updated nultiple
assunptions and those things change over tine.

What ever the reasons nay be, there is an increasing
need for capacity by 2030?

Yes, that's correct.

And what we're here dealing with today was a project
that was originally intended to address a capacity

need in 2020 -- so the application, it said 2024,
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2025, 2026, so it's in that tinme frame; is that
correct?

Yes, in the m d-2020s.

Okay. In the md-2020s. And that was 92 negawatts
at least at the tine of M. Chanberlain's testinony?
That's correct.

What is it now?

For the sumrer, | don't know that nunmber off the top
of ny head. | think there's obviously a | ot of
changes happening with the seasonal construct and
other accreditation. | think at the time we filed
in the resource plan the annual construct | think
the deficit in the '25, '26 planning year was about
230.

And it is fair to say if we were not retiring Sherco
Unit 1 or Sherco Unit 2 early, we wouldn't be
addressing a capacity need in m d-2020s, would we?

| don't agree with that. There are many ot her
resources that are comng off the systemin the

m d-2020s. And so | think the need m ght be pushed
out one or two years, but we would still have a need
in the m d-2020s.

You'd agree, it would be |less of a need?

It would be lower, that's correct.

And you would agree that it wouldn't require a
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construction of an entire solar farmat the Sherco
site which would not even be possi bl e?

There woul d be no open interconnection at the Sherco
site if we were not retiring Sherco 2 and Sherco 1
that's correct. | will say that | think we would
still need additional capacity in that tine frame
whi ch may be sol ar.

And with respect to this project, the Sherco project
we're dealing with today, you heard ne ask M. Shaw
about that the conpany didn't engage it's full
tradi ti onal EnConpass nodeling for selection of this
project; is that accurate?

| think what that refers to is the fact that in
previous acquisitions we would | ook at the price of
t he proposed project relative to a set of generic
resources. So when we're procuring resources that
are over and above our needed capacity, because
they're economc, we would enploy that to | ook at
whet her it was prudent to acquire that resource or
not. In this case we have a capacity need and so

t he appropriate analysis to conpare it to is saying
the resource plan indicates a capacity need, we have
to go to the market to see what the nost economc
resource is available to neet that need, and in this

case it was the Sherco Sol ar Project.

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23

70

Wien was it the Sherco Solar Project? O why was it
the Sherco Solar Project? | guess both those
questions. Wen did it identify the Sherco Sol ar
Project as the nost economical resource to neet your
capacity need?

So we proposed to reutilize the interconnection for
solar in our alternate plan that we filed in 2021.
In the supplenment IRP filed in 2020, which was I
think the prevailing plan when we filed the proposal
for this project, the project -- the resource plan
showed that there was a need for solar in the

m d- 2020s, but it didn't specify which
interconnection it would use so it was a generic

sol ar resource.

And how did your plans restrict the use of the

i nterconnection at the Sherco site?

So, you know, when we do resource planning analysis
we' re doi ng nodeling, but we have to constrain the
nodel ing with, you know, sonme paraneters that
recogni ze the reality of what's avail able, right.

So for the period of tinme around when Sherco 2
retires, so at the end of '23 to "26 in their

repl acenent wi ndow, we only allowed the nodel to

sel ect solar for that interconnection. The nodel

coul d choose other resources el sewhere in the system
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so not reutilizing interconnection if it was nore
cost-effective to do so, but specifically for that

i nterconnection for that period of tine we only
allowed it to choose solar because it practically
isn't feasible to build other resources in that area
in that tinme frane.

And what tinme frane are you tal king about for

bui I di ng?

"24 to '26, the replacenent w ndow for Sherco 2.
Vell, you started -- I"'mtrying to nake sure | don't
i nvol ve trade secret information. But if I
understand correctly, the initial plan for this
project was going to qualify for production tax
credits based on work done in 2020.

So initially when we proposed the project it would
have qualified for investnent tax credits. And that
may have included -- yeah.

So you really had 2020 to 2024, '25 to pl an
connections in a resource at this site?

Yeah. | nean, we were eval uating options
internally, yeah

You heard M. Shaw say you woul d at | east be asked
about the plan to retire Sherco beginning in 2010 so
there's been 15 years to be planning how to use this

site?
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Yes. So the conpany has been considering its
options for reutilizing the interconnection at
Sherco for several years.

So if it was a gas di spatchabl e resource, the
conpany coul d have been working towards that for a
nunber of years as well ?

And | believe there was work done, significant work
done up to that point as well.

And when you filed your initial testinony, you
acknowl edge that this project was not consistent
with North Dakota | aw and North Dakota policy as
well, correct?

That's correct, at the tinme the North Dakota
scenario in the resource plan did not indicate a
sol ar need at that tine frane.

And at that tine it indicated a firm di spatchabl e
resour ce?

That's correct.

And actually without the restrictions on the Sherco
site, it actually identified a resource at that site
as well, did it not, conbined-cycle?

So the Sherco CC was included in the nodeling, it
wasn't freely selected, it was just included as a
repl acenent resource for Sherco 2 and 1.

Wul d you al so agree that solar is not typically a
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traditional resource to fill a capacity need?
It's not a pure capacity resource, | agree wth
that. But it does confer capacity credits as well
as energy.

And at best it's about 50 percent capacity need?
Currently, yes, the default accreditation is 50
percent for the sunmer.

Wiat's the default accreditation for CP, or
conbi ned- cycl e?

| don't know that off the top of nmy head, but it's
substanti ally higher.

And it's consistent throughout the entire year,
correct?

| believe there are certain seasons where it gets
sonmewhat | ess accreditation, but not as |ow as
sol ar.

It doesn't vary as nuch as sol ar?

It doesn't vary, yeah, as nuch.

And the conpany's application did not eval uate
seasonal accreditation for the capacity for this
project, did it?

No, it did not. Wen it was proposed seasonal
accreditation wasn't confirned.

But when you filed your second or third round of

testi nony, seasonal accreditation was known,

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23 74

correct?

Yes. So the seasonal construct is now in place.

The nont hermal accreditation that sol ar resources,
for exanple, will get during all the seasons is not
yet known.

So now you know it's going to be seasonabl e, you
don't know how nmuch it's going to be per season?
Correct.

And you haven't even tried to calculate that based
on what's expected?

| think M SO s changed the nunbers quite a few tines
so it's hard to pin down one nunber that we can
expect for the long-term | would say part of the
reason we proposed the proxy prices, that we
understand that there's sone volatility there and so
a proxy price nmechanismwould aneliorate that.

The other thing that would aneliorate that would be
constructing a firmdi spatchable resource; would it
not ?

Largely I would agree wwth that, although |I do

understand that M SO is considering changi ng the

accreditation for thermal resources as well inits
new seasonal construct. So there still would be
risk. | nean, there's risk for any resource, but it

won't be accredited in the future the way it's
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accredi ted now.

You' re not expecting thernmal resources to be
accredited |l ess than say a sol ar resource, are you?
| would be surprised, but |I don't really know what
t hey' re pl anni ng.

The thermal resources provide nore certainty

t hroughout the entire year; do they not?

CGenerally, yes, | would agree wth that.

And with the -- you heard M. Shaw testify, | think
you're famliar, that North Dakota ratepayers, as it
stands right now, are still paying expenses for the
Sherco Units 1 and 2 through 2035, end of 2034?
Yeah, I'mnot famliar wth how that is structured.
But you're here today asking for North Dakota

rat epayers to pay for this project at the sane site
goi ng forward however nmany years?

Yes.

And you're saying if the conm ssion doesn't |ike --
doesn't view the Sherco Sol ar Project as prudent
then there should be a proxy price?

Yes, that's the proposal.

And that's because this is needed for capacity?

It was selected in a -- solar resources were
selected in a resource plan, which is why we're

novi ng forward wth the project.
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And there's really no way to recover it through --
the cost of it through one of the conmm ssion's
riders, is there?

O the proxy or --

No, the cost of this project. It's not a fuel cost
rider project, it's not a renewabl e energy rider?

| guess I'"'mnot famliar wth how the cost recovery
specifically woul d work.

Ckay. And the proxy you're using is MSO CONE; is
that correct?

For the capacity we propose to use M SO CONE

And do you know what the M SO -- how the M SO CONE
i s cal cul at ed?

CGenerally they use an estimate fromthe Energy

| nformati on Adm ni stration of a CapX for a new CT,
and apply, you know, different factors for whatever,
cost of capital and those types of things, to get
the cost per kilowatt-nonth.

Do you know if they included RCE in that

cal cul ati on?

| don't know. M understanding is they included
cost of capital.

And are you aware if that cost of capital is simlar
to NSP' s?

My understanding is that it's slightly higher.
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So the conpany is asking for M SO CONE as a proxy
wth a slightly higher cost of capital than what NSP
is currently recovering through its rates?

Yes, ny understanding is that is what CONE incl udes.
Wuldn't that be a -- even if you were to have a
proxy pricing, wouldn't you use the cost of capital
that NSP has under its rate systenf

Well, | think part of the reason we propose M SO
CONE i s because it's sort of a publicly known number
t hat M SO publishes every year and it's consi stent
with how we do proxy pricing in South Dakota and so
it seenmed reasonable to propose.

Isn't the CONE a maxi num bi d anount ?

It is -- so l"mnot a M SO expert, but | believe it
is not a maximumin the seasonal construct anynore.
There is individual seasons, the auction can yield a
price higher than CONE

| " m struggling, though, wth you being the one
proposing M SO CONE as a proxy price and then saying
l"'mnot a M SO expert on the CONE. So help ne

under stand how we can figure out if the CONE
actually is reflective of NSP's rates when it's got
a different weighted average cost of capital and
that's what you're proposing as the proxy price?

Yes. So | think in ternms of the proxy price that
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we're setting up, the CONE is a reasonabl e
representati on of the new costs, the cost of new
entry for a CT in the market. And so if the

comm ssion decides that it does not want to approve
Sherco Solar and it would rather approve a proxy,
that is a reasonable representation of what a cost
for a new entry could be in the market in M SO in
general, and so that's why we proposed it as one
option for -- in our preferred option for the proxy
price of capital -- or proxy price of capacity.

You use that as your preferred option, that's what
you're asking the comm ssion to do if it doesn't
grant approval of prudence for this project?

Yes.

And why wouldn't it be better just to address this
all in arate case with all the factors consi dered
wth the early retirenment of Sherco, the sel ection
of this project, | nean, there's nultiple different
factors that went into this selection. Wy should
the comm ssion commt to using that rate structure
fromthe -- fromthe M SO CONE now with only
considering this one project?

Well, | think that's certainly an option avail abl e
to the commssion if they would prefer that. |

t hi nk, you know, we are saying, you know, wth the
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costs that we know now that the Sherco Sol ar Project
IS a prudent resource to procure. |f the conm ssion
beli eves that there's too nuch uncertainty, we can
use a proxy price to aneliorate that uncertainty,

but it's possible that -- or they could be
considered in a rate case as wel |.

And the conpany never did solicit any bids for any
ot her resource at the Sherco site, did it?

No, our resource plan indicates a generic resource
need and then we issue RFPs specific to the generic
resource type that is identified in the resource

pl an.

And whi ch exact resource plan are you tal king about?
Well, solar was the resource selected in the

M nnesota version of the plan in our supplenment and
in both the M nnesota and the North Dakota versions
of the plan in the 2021 alternate filing.

And what restrictions were on the use of this site
in the 2021 filing? D d you allow a conbi ned-cycl e
to connect to the transm ssion?

We did not include a conbined-cycle in the resources
that could be selected for the interconnection in
our alternate plan. W did analysis that exam ned
that, a plan that still included the Sherco CC as

well. But in the plan that we ultimately proposed
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for approval, and got approval for in M nnesota
anyway, that was not an option that the nodel could
have selected. It could have selected a generic CC
el sewhere, system if that was cost-effective.

So the plan selected the solar project based on
restrictions that led it to select the solar

pr oj ect ?

So putting reasonabl e constraints on the resources
that could be used to refill the Sherco

i nterconnection, yes. The only resource that was
available to it for that interconnection was sol ar
at the tine. But the nodel had options to choose

ot her resources that were not utilized in
interconnection if it was cost effective.

The North Dakota plan selected 374 negawatts of firm
di spatchable; did it not?

In the supplenent in 2020, yes.

Are you saying the North Dakota plan had

unr easonable -- didn't have reasonable restrictions?
Wll, at the time we were not proposing to reutilize
the Sherco interconnection for that unit, the 374

nmegawatt CT unit woul d be sonewhere el se on the

system
Why ?
Wll, at the time we were still proposing to build
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the Sherco CC reutilizing Sherco 1 and 2's

I nt er connecti on.

Vell, that's what |I'mtrying to get at. It seens
li ke every tine -- we're kind of going in circles
here, but it seens like every tine you're talking
about the plan you're tal king about reusing the

I nterconnection for solar so it's going to select a
sol ar project.

Yeah. | think there's definitely been several
iterations of the plan. | would say in our |atest
iteration, the one that we now have approval for in
M nnesota t hrough the order that was referenced
previously, we decided to not pursue the Sherco CC
and pursue other resources that could use that

i nterconnection. The nodeling that we did, the
anal ysis showed that that woul d be an econom c way
to reutilize the interconnection, right, so we have
openi ng up when Sherco 2 retires.

And by that point in tine you had already commtted
to having this solar project at that site?

We had proposed that already, yes.

As we sit here today, do you know how much capacity
w |l be accredited to the Sherco Sol ar Project?

| can tell you that currently the default for summer

is 50 percent. By the tine the project is placed
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into service | do not know for sure what the
capacity accreditation wll Dbe.
And the need for the project overall is to get
addi ti onal capacity?
It's filling a capacity need, yes.

MR. ARMSTRONG. Thanks. That's all the
questions | have, Your Honor.

JUDGE DAWSON: M. Schuh.

MR SCHUH. 1'Il defer to the comm ssion.

JUDGE DAWSON:  Commi ssi oner
Haugen- Hof f art .

COW SSI ONER HAUGEN- HOFFART: Thank you.

EXAM NATI ON

BY COMM SSI ONER HAUGEN- HOFFART:

Q

Regardi ng the ADP, there seens to be a | ot of
assunptions, correct?

Yes, that's correct.

Can you clarify those assunptions for ne in your own
words? | nean, what are the assunptions and why
should we consider it? Help ne understand that.
Yeah. So | think I"'mgoing to start by giving a bit
of context. So the resource plan that we concl uded
in 2022 --

And that's M nnesota's plan?

M nnesota's plan, but we also included a North
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Dakot a conpli ance scenario. Includes of a broad
range of assunptions, you know, when we do anal ysis
and nodeling we're |loading |lots of assunptions into
t he nodel about | oad, capacity accreditation, costs
of different resources, all of those types of

t hi ngs.

The nodeling hel ps us select a preferred

pl an and then when we go and procure resources, you
know, in accordance with the preferred plan that's,
you know, sort of what we're basing the need on.
The assunptions that really underlie this particular
project | would say primarily are the capital costs,
whi ch we, you know, are provided in the application.
There's assunpti ons about how nuch energy it wll

produce over tinme. And then how nuch capacity

accreditation it will get. And the tax credits that
are available to it. So those are, | would say,
kind of the nain -- the main assunptions that go

into the cal cul ation of what the | evelized costs of
the project will be and whether it's cost-effective
relative to other projects we could procure.

So what are your main points that this is
cost-effecti ve when these are the assunptions that
are still unknown? That's what |'m not connecti ng

as far as --
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Yeah. So, you know, when -- the market's changi ng
very quickly right now | think when we concl uded
the resource plan under the assunptions that we knew
at the tinme, solar was the | east cost resource that
we could procure in the 20 -- md-2020 time frane to
nmeet capacity needs. There are other resources in
the plan that we're adding. So as M. Shaw
mentioned earlier, there is a repowering of a CT,
there's a firmdi spatchable RFP that's going to be
goi ng out pretty soon. So those are all resources
that we're planning to utilize to neet that capacity
need in the m d-2020s.

Whien we ran the RFP this project was the
| east cost project available to us. And so that is
sort of the basis of understanding that we have a
capacity need, we need to procure sonmething to fill
it. Wth the information that we knew at the tine,
this was the | owest cost resource we coul d achieve.
And since that tinme tax policy has been passed that
make it nore cost-effective.
| just sit back and |l ook at all this work done and
you had reliable resources in Sherco, and I don't --
| just can't wap ny head around why the early
retirement when we had these firmdi spatchabl e

resources, and then early retirenent, | just -- it
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doesn't nake sense to ne. And who's paying for it
and who ends up paying for it.

So thank you for taking the tinme again
W th the assunptions, |I'm not saying where |I'm at
with that, but...

Proxy pricing. Can you explain just
generically why you | ooked at that and what it
means?

Yeah. So | think when we initially proposed the
project we recognized that it wasn't necessarily
going to be consistent with North Dakota pl anni ng
principles. And so we wanted to propose a way that
Nort h Dakota custoners would still be paying their
fair share of the capacity and energy that the
project will produce, but, you know, allow ng --
sort of allow ng for understanding that that may not
be the preferred resource that North Dakota woul d
sel ect to neet that need.

And so, you know, |'m an econom st by
training so what we're doing in that proxy price
analysis is | ooking at the opportunity costs. So if
we didn't build this resource, what would be able to
provi de capacity? If we didn't build that resource,
what woul d provi de energy? And sort of breaking

those attributes of the resource apart and into two
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component parts. And so for the capacity, the
purest capacity resource you can price largely as a
CT, and so if you |l ook at how nuch accredited
capacity the Sherco Sol ar Project would provide, if
you don't want to be in a situation where you're
granting an ADP for the Sherco Sol ar Project you
could say, well, I"mgoing to get this anount of
capacity out of this project and so | wll pay an
anmpunt comrensurate with the value of that capacity,
whi ch we proposed at CONE

And then for the energy, you can say,
well, | don't necessarily want to say that this
project is |least cost froma North Dakota
perspective, but it's going to provide sone energy
and so we woul d pay the anount of the val ue of the
| ocati onal marginal price, the day-ahead price for
t he energy that that would produce. And so in that
sense, you know, we're saying that, you know,
we're -- we may -- we nay not agree with this
project, but we're still going to be paying the
North Dakota share for the capacity it confers and
the energy it confers, and that's sort of what the
proxy price is set up to do.
Ckay. Thank you for that explanation. So they

woul d be -- North Dakota custoners would be payi ng
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the proxy price plus the cost of the retirenent of
Sherco?
No, | don't think so. But I"'mnot entirely sure how
t he cost recovery for Sherco works.
Wth the North Dakota custoners?
Yes, that may be a better question for M. Shaw or
soneone el se.

COW SSI ONER HAUGEN- HOFFART:  Ckay.
Thank you, | have no further questions.

JUDGE DAWSON:  Conmi ssi oner Chri st mann.

EXAM NATI ON

BY COWM SSI ONER CHRI STMANN

Q

M. Arnstrong had a |lot of really good questions
there and I'"'mtrying to clarify a coupl e things.

So you did your nodeling, but because of
your previous studi es and deci sions, you set the
nodel so it could only choose solar for this
I nt erconnection, correct?

That's correct.

And the point of your nodeling is to help you
clarify kind of a draft of your planning, right?
That's correct.

So why do you do that? 'Cause | always presuned the
nodel kind of takes a lot of information that's

known that you fed into it and that's just a nuch
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nore efficient way of getting a | ong ways down the
road in the planning cycle; is that a --
Um hmm
-- pretty fair description?
Yes. | think the way that | sonetines describe it
is that generic resources that would interconnect
t hrough the M SO queue ot herw se have
i nt erconnection costs associated with themthat we
put into the price assunptions. And so if you have
resources that are available to you that don't have
i ndependent interconnection costs because they're
reutilizing a different resources interconnection
that's retiring, you wouldn't nodel those prices in
t he sane way.

And so if you think about the
i nterconnection realization as a bubble inside the
br oader Xcel Energy systemthat we're nodeling, the
nodel al ways has an option to choose the resource
i nside the bubble or el sewhere on the system And
so if the nodel is choosing a resource inside the
bubbl e, that neans that even though we constrained
the type of resource that could be chosen inside
that bubble, that's a nore cost-effective resource
than a resource that could be chosen sonewhere el se

on the system So it's co-optim zing those two
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A

things at the sanme tine.

Wiy woul dn't the nodel just be |left al one and
recogni ze the value of that interconnection
availability?

That's a good question. The nodel is kind of dunb,
right? So if you don't constrain it in a particular
way, so let's say we have 700 negawatts of

i nterconnection open, if we don't constrain it and
say in that time frane that we can use the

i nterconnection, it has to be constrained in sone
way to say what resources can be realistically

sel ected and how nuch of them can be built there, or
el se the nodel is going to see a cheap resource

i nside that bubble and just build as nuch of it as
possi ble. So you have to put some realistic
constraints around the timng that the

i nterconnection has to be reutilized, the type of
resource that can be built in that area, and the
costs of those resources to |et the nodel neke a
good deci si on about whether to choose a resource

i nsi de that bubble or choose a resource sonmewhere
el se in the system

| can kind of see biasing it for timng, but why do
you have to limt it on what type of resource?

| think for the Sherco exanple, you know, if you
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exam ne the land that's avail able and the
infrastructure that's avail able around that site,
there is not very good wi nd resources, for exanple,
avail able right next to Sherco. And so | suppose we
coul d have all owed the nodel to eval uate w nd, but
realistically there's no good wi nd resources around
that area and so it just didn't nmake sense to
include it.

So when the wind -- when the nodel woul dn't
recogni ze that the wind resources aren't going to be
productive, then it woul d choose sol ar over w nd?
Potentially, yeah. Potentially we could have done
it that way. But --

If the nodel is really worth using, it shoul d
recogni ze that if the wind resources aren't good

t here?

Yeah. If we set the inputs correctly, or in a way
that reflected reality of what was avail abl e there,
| think we would have gotten to the sanme outcone.
We woul d have seen that solar is realistically the
only resource that could be developed in that tinme
frame with the infrastructure available to us in
that area. So you can say we took a shortcut.

Wien you say the resources that are available, I'm

thinking on the line of wnd right now Like, are
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there too many trees there that it's not going to
blow, is that just not a wnd-rich area?

Right, it's not a wind-rich area relative to other
pl aces on our system

So the devel opnment of a wind farmthere woul d have a
very | ow production wind farm conpared to one

el sewhere --

Li kely that's true.

So doesn't the nodel notice that? Isn't that
information that the nodel should have if it's
really a very good nodel ?

If we had entered a w nd resource that represented
the cost and capacity of wnd being built at the
Sherco site, | think likely it would have been too
expensive to be selected. And so instead of

devel oping all of those inputs and trying to
estimate what a wind resource realistically would
cost in that area, we sort of prescreened to say
realistically the only resource that can be built in
this tine frane on that site in that area is sol ar
and so we just nmade sol ar avail able to sel ect.
Ckay. So now | can kind of see where the w nd
exanpl e that you took me down, at |east in nany
cases, it's easier to see an area where wind is not

going to work out. And so rather than build al
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those details into the nodel we just tell the nodel
not to consider that?

Um hnmm

So what is it about a conbi ned-cycl e gas pl ant that
caused you to nake it so that it couldn't consider

t hat ?

Yeah, currently there is not sufficient gas delivery
infrastructure at the site to actually flow gas to
the plant to power it.

How far is it?

| believe it's -- | think M. Shaw nentioned that it
was sonewhere in the range of 100 mles. [|'m not
entirely sure, but it's quite a |ong distance and
woul d be expensi ve.

But M. Shaw prefaced that with saying he really
didn't know.

| think we probably have it sonewhere, | don't know
it off the top of ny head. But it's a |ong

di st ance.

And how nuch did you study what the costs of that
woul d be?

So we did include costs in the plans that had the

Sherco CCinit. W estimated, | believe it was
sonething on the order -- and | can actually find it
in here. 1t was, | think, approxinmately seven tines
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hi gher than the cost of gas CT delivery because of

t he magni tude of delivery infrastructure you would
have to build to get the gas there. And so that was
our initial assunption when we were getting closer
to the tine when we would actually have to start
doi ng those investnents. | think we recogni zed t hat
the costs may be higher than we even had t hought

bef ore and so that a decision was made to offer an
alternative.

And was all this consideration purely internal or
was it publicized in sone way that you woul d be able
to gain the know edge of others in the area or al ong
the way that m ght be interested in gas service that
woul d have | essened the cost, or did you just

figure, no, we need X nunber of mles of pipeline
and it was going to cost this nmuch and just assune
that no one el se would participate in that?

That's a good question. |'mnot actually sure.
think we would have to follow up on that.

l'd like to know what | evel of information gathering
you di d because it's been our observation here
from-- that there's a whole | ot of people
clanbering for natural gas service, but individually
it doesn't work, but sonetinmes in working together

it does becone wor kabl e.
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COW SSI ONER CHRI STMANN: | have no ot her
questions. Thanks.
JUDGE DAWSON:  Commi ssi oner Fedor chak.
COW SSI ONER FEDORCHAK:  Thank you,
Judge.
EXAM NATI ON

BY COMM SSI ONER FEDCORCHAK

Q
A

Q

Good norni ng, Farah.
Good nor ni ng.
It's still nmorning. |I'mtrying to decide where to
start.

Let's talk a little bit about the
exi sting Sherco facilities. |In the conpany's
eval uation of Sherco, how big a factor was or is
economics in terns of that plant and your deci sion
to keep it or retire it? How big of a consideration
was econonmics in that?
So the decision to retire Sherco 2 and 1 was nade in
a resource plan previous to when | started at the
conmpany. M/ understanding is that cost was a mmj or
factor in that decision. | think it would be costs
under M nnesota pl anni ng princi ples so obviously
woul d i ncl ude some consi deration of carbon costs.
But cost is a major factor, a primary factor in how

we determ ne our resource plans along with other
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factors.
So part of that econom c consideration, that M SO
capacity market probably played part of a role in
t hat ?
It does, yes.
Has the facility been running a lot in the | ast
year? O it's retired now, right?
It's not retired yet. So it's scheduled to retire
at the end of '23, the first unit. | don't know off
the top of ny head whether it's been running quite a
bit. | would be speculating as to how nuch it's
been runni ng.
Ckay. Could you guys let us know and file with us
the --
MR. SIMPSER  The cap factor of Sherco 2?
COW SSI ONER FEDORCHAK:  Umhmm  Thi s

| ast year.

BY COMM SSI ONER FEDCORCHAK

Q

Has M SO sai d anyt hi ng about your plans to retire?
Have t hey asked you to not retire it, keep it on

| onger, anything relating to that unit?

As far as | know, the retirenment request is stil
pendi ng. Their generator replacenment filing is
still pending wth MSO |I'mnot aware of us being

asked to keep it open.
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Ckay. And when do you file that, is it relatively
close to the tine you're retiring it? | forget how
| ong.

It's one year before so we filed it at the end of
'22, the generator replacenent request.

And they're still eval uating?

As far as | know.

Ckay.

We can follow up on that, too, though.

Are you aware if there is a market for capacity in
M SO right now? Like, is it needed?

My understanding is that the | ast planning resource
auction cleared at relatively | ow prices because
there was still a surplus overall.

Have you | ooked at -- is that part of -- in your new
resource plan, who in your conpany | ooks at the

| ong-term capacity needs in the market?

So | think that's a conbination of the commerci al
operations team ny team understanding what M SO i s
seeing long term You know, we're planning to nmake
sure that -- our goal is to nake sure that we have
sufficient capacity to cover our custonmers plus our
pl anni ng reserve margin. And then we woul d, you
know, us, in cooperation wth understandi ng what

M SO sees as the |long-term market be taken into
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consi derati on.

Have you seen then the | ong-term projections that
show a significant gap in the anount of capacity
versus accredited capacity versus install ed?

Yes, | have seen that from M SO bef ore.

And does that -- does the conpany consider the
ability it mght have to make noney on units that it
could build that had excess capacity? Do you

consi der that in your econom c cal cul ation?

So I'd say we don't build plants on a nerchant
basis. So when we --

That's not what | nean, though.

Yeah, we're planning --

Li ke you' ve got excess so you want to build a 400
nmegawatt CT now and you only need 200. You could
sell the other -- could you sell the other 200, how
much m ght you be able to calculate into your --
into your costs for selling excess that m ght be
avai | abl e?

We do exam ne an opportunity to sell capacity into
t he pl anni ng resource auction as well as bil ateral,
yeah.

Ckay. And how does that get cal culated into your
nodel s?

The nodeling does take that into account in sone
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respect. There's a surplus capacity credit nunber
that | believe it's constrained to only credit up to
500 excess nmegawatts, but that would be factored
into the cost of our plans as well.

Ckay. So then when you get back to the Sherco site,
how big of a factor was the environnental
Intervenors in your conpany's decision to drop the
conbi ned-cycl e at Sherco?

So | would say that understanding intervenor
opposition is a factor that we take into account
when we are planning our system but it's not the
only factor. So we're also assessing internally
what the cost, you know, costs of building the
projects mght be, howit contributes to our carbon
goal s overall, how nmuch risk we woul d be asking
custoners to incur to build a plant |like that. So
it's one factor of many.

And in the nost recent plan, 'cause the conpany
really had to -- | nean, | renmenber neeting wth
officials fromthe conpany after the plans changed
and it was significant in terns of the
reconnoitering of your systemyou had to do to

repl ace Sherco with sol ar

Um hmm

Coul d you estimate the cost differential in ternms of
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the first plan versus what you're now referring to
as the preferred plan? Were you had to redo your
bl ock start plans, you had to come up with CTs al
out si de of North Dakota throughout your system

repl acing Sherco with all solar, like what is the
cost differential in that?

So we did evaluate the sort of original, the

suppl enent plan, or the plan that still had the
Sherco CCin it, alongside the alternate plan. On a
M nnesota planning basis it was nore cost-effective
to go with the alternate plan and on a North Dakota
pl anni ng basis they were pretty cl ose.

Even after you took out the costs of carbon it was
still close?

Yes.

Conpetitive?

Yes.

Ckay. Wien you're calculating the cost of capacity,
how is the -- how do you do that on a per negawatt
basis? Does it include the capacity factor?
Cbviously, it nust.

The cost of new resources?

Yeah, |ike when you're conparing |like the costs of
the capacity on a negawatt-hour of solar versus a

CT.
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Yes. So the nodel is a little bit nore conplex than
just conparing themdirectly because the | evelized
cost of energy froma CT would be substantially

hi gher than solar and that's really because they
don't run as nuch. So on a |evelized basis, you
woul dn't want to conpare those two directly on a

| evel i zed basi s because they sort of have got

di fferent purposes to sone extent. The nodel is
doi ng a co-optim zation for any given need in a

gi ven year, what is the nost cost-effective
opportunity to neet that need. And so that's being
handl ed i n the nodel i ng.

| "' mnot being very clear, | think. Wat |I'mtrying
to understand is there's one way to -- | think
conparing resources on an energy basis is one thing,
but when you're tal king about capacity, how does
capacity factor, the capacity factor get included
into the cost cal cul ation?

So the capacity factor, |ike how nuch energy it
produces during the year is really -- it's really
nore of an energy consi derati on.

Ckay. But | don't nean it like that. |In order to
get 100 negawatts of capacity froma CT, or say you
need 100 negawatts of capacity, you m ght need 110

nmegawatts of a CT and you m ght need 300 negawatts
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of a solar, that's 400 nmegawatts. So per negawatt,
how do you cal cul ate the capacity then? You know
what | nean?

Yeah.

If you're having to build so nuch nore nanmepl ate --
From that perspective, certainly a CI, froma pure
capacity perspective, is going to provide higher
accreditation on a negawatt - per-negawatt basis than
sol ar.

Um hmm

Wien we're doing resource planning, it is

co-optim zing neeting that capacity need with

val uing the energy that cones out of a project and
so it's not quite so sinple as just | ooking at them
next to each other and conparing. And so that's why
we use that nodeling franework to eval uate what our
best options are.

So then when you're in a situation |like this where
you only need it for capacity, how do we eval uate
it? Wiy does the energy conme into it? If we're
only --

Yeah.

-- needing it for capacity, why are we -- why does
the energy conponent that favors the intermttent

resource, why does that cone into play?
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| think -- so | think | understand the question. |
think the difference is that we're eval uati ng costs,
but there's also value to the energy that is output
fromthe resource, whether it's a CT or a solar
project or any other type of project. And so when
we' re doi ng resource planning analysis we're | ooking
at the costs, but it's also |looking at the value to
custoners of the energy that that resource would
produce. So they're both relevant to consider even
if the primary issue is that we need capacity added
to the system

Unhmm And is the idea that this would be

suppl anti ng hi gher cost resources?

In part, yes.

And at what point have you maxed out on that
ability, though? | nean, it feels |ike we've done
that a lot, and at sone point -- how do we know

we' ve reached the return where we've suppl anted al
that can be suppl anted at any gi ven nonment and now
we're just over building?

Unrhmm So | think the way that we -- we can
evaluate that in a couple different ways. One way
is that nost of the resources so far that we've
added to the system have been w nd, which have a

fundanentally different profile than solar. Solar
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generates energy nuch closer to the peak demand of
the day and so it's a different -- it's simlarly
maybe supplanting, but it's at a different tine.

Sur e.

And then | think, you know, part of the resource

pl anni ng analysis is | ooking at, you know, how nuch
are we assunmng we can sell into the market and at
what price at a given tine. W do sensitivities on
that analysis, we refresh the assunpti ons when we do
new resource plans so we are continually eval uating
that to try to ensure that we're not sort of over
estimating the value that those resources wll be
able to provide. But, you know, there's always risk
of that.

All right. D d you guys look at -- did you eval uate
adding batteries to this project and how did that --
how woul d that affect the cost and the capacity?
Yeah. We have not yet eval uated adding batteries to
the site. It would increase the accreditation of

t he resources behind the interconnection if we

i ncl uded batteries because batteries get higher
accreditation. It would al so obviously increase the
cost s.

|s there tax incentives for batteries?

There are. Yeah, the batteries can get the
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| nvestnment Tax Credit at | believe 30 percent
dependi ng on the type of |abor that you use.

Un hmm Okay. So you talked a little -- you were
ki nd of getting towards this w th Conm ssi oner
Chri stmann, but the capacity accreditation that this
facility ultimately gets will definitely -- one
thing we know for sure MSOis doing is accrediting
based on perfornmance?

Um hnmm

So tell ne about this site as a solar -- you said

it's not very good for wwind, howis it generally for

sol ar?
Yeah, | would say in terns of relative to other
pl aces on our system | think it's probably

noderate. The capacity factor is trade secret, but
| believe it is in the testinony so it's the

project -- for this project it's slightly higher

t han our generic assunptions for solar so we're
getting a little bit nore out of it than we m ght
assune in the nodeling for a generic solar resource.
So --

So when you say it's noderate, is there other pl aces
in your systemthat are better?

Yeah. Yes. So the further south and west you go,

the hi gher the capacity factors could be generally.
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Ckay. You've talked a ot -- you' ve nentioned a | ot
that the tinme frane is an inportant thing here and
that's hard for nme to understand, too.

When did the tine franme becone kind of
the main factor and what caused that? 'Cause it
seens |ike when you first started out there was nore
t han enough tinme to consider just about any
resource. What caused this tine crunch?

So there are two primary factors. | would say one
is the timng of the resource need, which conmes up
in the md-2020s. The other factor is that when
Sherco Unit 2 retires, we have a three-year w ndow
in which we can reutilize the capacity

i nterconnection at that site. And so if we're going
to reutilize the interconnection, the resource wll
have to be placed into service by the end of '26.
And so that also factors into the tine constraint.
So, hmm |I'mlearning sonmething new. |If there's
only three years, what you're saying is so you
retire and three years |ater you have to have your
new facility up and running, are you saying that it
woul d be pretty inpossible for you to do anyt hing
but sol ar?

At this point | think it would be very chall engi ng.

Ckay. But you said at this point, which confuses
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me. Like say you're all -- would it be possible if
you had been doing the planning for a CT to stop
oper ati on, deconmni ssion and build and have online
and ready to run within three years a new gas
facility? A gas generator?

As we sit today, | think that woul d be very
chal l enging to do because --

Not as we sit today, |I'mjust talking like if you
had pl anned for that and you were ready to go, could
you do it? [|I'mjust wondering if M SO needs to
change their window and it should be four years or
five years or sonmething to -- | nean, because if the
w ndow only all ows one type of resource, then

that's -- that's pretty limting.

Yeah. So | think when we were proposing to build
the Sherco CC, with that anmount of lead tine we felt
there was tine to get that project online if the gas
delivery could be built in a reasonable tine frame
and cost. | think that was the main risk factor.
You could do that separate fromthe three-year

w ndow, though, you could be working on the pipeline
and still running the facility?

If we were going to reutilize the interconnection
for the other two units to build the CC, yes, we

could do that.
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Ckay. So three years is enough tine to shut down
the unit, build another CT?
Yes. |If we could get the gas infrastructure there.
So the narrowi ng of options becane that you --
M nnesota said that we don't want that gas unit, you
change plans, and now it would be too |ate to get
that in place to start the facility?
| think that's -- yes, | think that's correct.
kay. Al right. GCkay. And ny |ast question then
is kind of about this tax policy.

Wuld it be prudent for North Dakota to
allow li ke the tax policy driver direct the
devel opnent of the systen?? | nean, it feels like
the tax policy is kind of directing the devel opnent
of the systemin a way that strongly favors the
nondi spat chabl e, nonfirmresources. As a resource
pl anner do you think that's prudent?
Vell, I think it's one factor we consider in a broad
range of factors. So, in this case, the nodel and
the anal ysis we were conducting has consistently,
under M nnesota pl anni ng principles, selected solar
in the md-2020s. Wth the tax policy now that is
al so consi stent under the North Dakota pl anning
principles. So it does reduce the costs of those

resources. | think it's definitely a factor that is
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valid to consider. 1It's not the only factor that's
valid to consider. COobviously, we want to nake sure
that our systemis reliable. W're doing 8760
nodel i ng to ensure that we have enough energy to
serve custoners at all hours of the day throughout

the year, but it is one relevant factor to consider.

Un hmm  And then ny |ast question, | think | asked
M. Shaw this, too, but once you -- this -- the

conpany is saying that this facility is -- is a | ow
cost facility and a prudent decision for -- even for

Nort h Dakota under our planning paraneters. But as
| understand it, this project hasn't been nodel ed
under the seasonal construct and that nodeling that
has been done that shows that it is prudent is based
on your conpany's capacity factor starting at 15 and
goi ng down 2 percent -- or accreditation, |I'msorry.
Um hnmm

s that true?

Yes.

And that's -- we know those are subject to change?
Um hnmm

So then the prudency woul d be subject to change,

t 0o0?

| think part of the reason we proposed the proxy

price in the nanner that we did is because adjusting
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the capacity proxy for the anount of accreditation

the project ultimately wll get aneliorates that

i ssue.

Okay. Then | lied 'cause you nentioned the proxy
prici ng.

M. Heidell proposes a nunber of
qualifications that we should use if we were to
approve a proxy. Do you agree with those? They're
on page 6 of his rebuttal. So that's his May 2023
rebutt al
Um hnmm
Ckay.

Sol -- 1 don't agree with all of them And sonme of
these were di scussed in the surrebuttal testinony,
but | think in particular we don't necessarily agree
that a brownfield CTU is the appropri ate proxy
resource. W don't agree that it shoul d be adjusted
for the net CONE cal culation, which | think is
reflected in the second bull et point.

What about the adjust the capacity value to refl ect
the differential between spring, fall, and w nter
capacity val ue at Sherco?

Yeah, | -- we're in agreenment with that. And
there's an exanple that we provided in ny

surrebuttal testinony of how we envision it would be
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calculated. It's on page 21.

Ckay.

That shows seasonally how the capacity proxy woul d
be cal cul ated, which does take into account the
particul ar seasons accreditation factor that Sherco
Sol ar woul d get.

Ch, okay. Got that formula.

Ckay. And then the next one, clarify
that the North Dakota custoners only pay for actual
seasonal accredited?
Um hnmm
That's the sane?
Yes.
Yep. What about the next one, the demand factors,
demand cost allocation factors, that's obvi ous?
Yes.
|s there any renewabl e i ntegration costs assigned to
the project by MSO? WII| there be?
| don't think that would really be a cl ear nunber
that M SO would tell us. It's an assunption we
include in our nodeling for the resource plans, but
| don't know that M SO actually publishes an
i ntegration cost nunber.

COW SSI ONER FEDORCHAK:  Ckay. Al

right. That's hel pful. Thank you, Farah, I
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appreci ate you're honesty.

JUDGE DAWSON: M. Sinpser.

MR SIMPSER: Yes. M. Arnstrong and
M. Schuh, we intend to introduce our response to
data request 3-1, | think that gets to everybody's
questi ons about that.

UNI DENTI FI ED: (Il naudible - no mc).

MR SIMPSER Ckay. Well, 1'Il use it to
refresh the witness's recol |l ection.

THE W TNESS: Thank you.

REDI RECT EXAM NATI ON

BY MR S| MPSER:

Q

All right. There's been a |ot of discussion,

Ms. Mandich, with respect to how long is the pipe
for the Sherco CC. | believe that's a trade
secreted nunber in that response, but we do have
that. 1In addition to that response there is a
non-trade secreted nunber that relates to the
assuned cost of the gas infrastructure on a capacity
basis; is that correct?

That's correct.

And based on that response is that nunber trade
secret?

No, it is not.

And what does that nunber represent?
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So the nunber represents the cost of the pipeline on
a kilowatt-year basis.

And so hel p the comm ssi on under st and what t hat
neans.

So the costs of the pipeline includes the cost to
build the pipeline from you know, wherever it would
sort of termnate on the broader gas systemto the
Sherco site. And it's cal culated on an ongoi ng
basis so it's sonething that we would pay to the gas
pi pel i ne owner over the life of the project.

And so that's a net additional charge that any gas
unit at the Sherco site would need to pay?

Any CC unit, yes.

Any CC unit because it's firm gas?

Yes.

Ckay. And what is that nunber?

$49.09 a kilowatt year.

Ckay. So if you had a resource that was, just cal

it $10 a kilowatt-year, then the total -- and it
needed that infrastructure, then the total nunber
woul d be 69 -- $59 per kilowatt-year, right?

Yes, that's correct.

It's just a sinple addition?

Yes.

Ckay. But a CT unit would use a snualler pipeline,
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is that really why it would be sonewhat cheaper?
Cenerally it probably would use a snall er pipeline,

| believe. 1t would also not necessarily have firm
del i very.

And so firmdelivery of gas for CCis included in
there as wel | ?

Yes.

Ckay. But sone anpbunt -- sone anount greater than
zero and potentially up to 50 bucks would need to be
added to any gas unit analysis that you would do at
t he Sherco site?

That's correct.

And based on the w nd di scussion that you had with
Comm ssioner Christmann where it's essentially you
use your own judgnent to say this is just not

f easi bl e?

Um hmm

Do those gas infrastructure costs in your opinion
and in your judgnent, you know, help your judgnment
say it's probably not going to be reasonable to
build a gas unit at that site with respect to the
cost effectiveness of solar?

| would agree with that. | think there are nultiple
factors that go into that, but cost is certainly one

of them
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And so while there was concern by intervenors wth

respect to gas enm ssions and the proliferation of

gas units on your system there is also a

f undanment al econom c basis where gas coul d be

essentially appropriately constrai ned out of the

nodel for the Sherco site?

Yes. That is the goal of the alternate plan, was to

show an alternative case that did not include gas at

the site.

And even though you constrain that particul ar

site -- well, let nme ask the question differently.
By constraining that particular site do

you provide a cost advantage to whatever resource

could use that site?

Vell, it opens the interconnection availability.

So you elimnate the cost of interconnecting --

Yes.

-- at that site? And to find a spot on the system

you woul d have additional interconnection costs?

That's correct.

That is included in that anal ysis?

Yeah.

So at the end of the day as the nodel | ooked for

any -- a solution anywhere on the system it

determ ned that the solar w thout interconnection
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costs is the optinumresource that the nodel woul d
tell you to select?
That's correct.

And then do you do anyt hi ng once you get that nodel

out put or do you -- or is the nodel the true source
of truth?
Well, we obviously eval uate whet her the nodel is

giving us realistic expectations of how nuch
capacity can be added to the systemin a given year.
And ensure that, you know, we think that we can
procure that magnitude of capacity in the tinme frane
that we're eval uati ng.
And so in your judgnent as the director of resource
pl anni ng, the outcone in both the M nnesota and
Nort h Dakota nodeling that sel ected a sol ar resource
at the Sherco site as the | east cost resource,
frankly, that's a reasonabl e outcone?
| believe it is a reasonabl e out cone.

MR. SIMPSER  Ckay. Your Honor, 1'd like
to recall M. Shaw to address sone of the ratenaking

issues so I'lIl just throw that out there.

BY MR SI MPSER:

But let's talk a little bit nore about the resource
pl anning nodel. 'Cause | think that there's a | ot

of di scussion about that here.
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Wuld it be reasonable to say that the
resource planning nodel really selects resources
relative to each other?

Yes.

And so there is some judgnent in the inputs about
what order of magnitude price differential there is
bet ween resources, correct?

That's correct.

And al so the operating characteristics of the
resour ces?

That's correct.

And O8%M costs?

Um hmm

And capital costs?

Yes.

kay. If we were living in a world where there was
no renewable intermttent resources, or essentially
1952, back then a resource planner would be happy to
make deci si ons about do you choose a peaking
resource like a CT or an internedi ate resource |ike
a CC, correct?

That's correct.

And t he nodel would help you nake that ultinmate
judgnment, correct?

Yes.
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And the tradeoffs there are about capital costs and
cost of energy, correct?

Yes, capital and operating costs, yep.

Versus cost of energy. And there would be tines
when t he nodel would hel p you select a

combi ned-cycle and tinmes where it would help you

sel ect a peaking resource, correct?

That's correct.

And nodel i ng has i nproved very nuch since 1952, |'m
assum ng?

Substanti al | y.

And so you can go ahead and have the nodel help you
assess that entire bundle of itens as it nakes
choices relative to each other?

Yes, |1'd agree with that. The nodel has a nenu of
options it can choose fromand it is co-optim zing
those things to choose the | east cost plan given the
paranmeters it's set up to take.

So even though a gas CT and a sol ar resource are
appl es and oranges, by utilizing the nobdel you can
actually wei gh the benefits of one against the

ot her ?

Yes, that's correct.

And so based on all of those anal yses, the conpany's

determ ned that when you take all the little parts
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and pi eces and that the Sherco Solar outcone is the
prudent outcone?

Yes.

And the conpany didn't have that point of view when
it first filed, correct?

That's correct. Yep.

And that was based strictly on cost?

Yes.

Ckay. Wien you're maki ng that overall analysis,
does the nodel account for the | unpiness of
gener ati on?

It does in sone respect if we constrain it. But
otherwse, if left unconstrained, it won't
necessarily. So we have to use sone judgnent in
assessi ng how nuch capacity can cone on in a given
year.

Ckay. So let's talk about the proxy price for a

m nute. Qutside of what we're proposing, help ne
under st and t he concept behind the proxy price, or
said differently, would it be fair to say that the

proxy price would provide to North Dakota ratepayers

t he sane econom c outcone as what -- as a CT?
| think it would -- froma capacity perspective,
yes. It would be equivalent to, you know, saying

we're going to procure credits associated with a
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particul ar nunber of, you know, negawatts of a CT.
So if the nodel were to have selected a CT, and in
your judgnent that woul d have been reasonabl e, and
it selected solar on a different set of assunptions,
in your judgnent it would have been reasonabl e, by
using that proxy you're able to equalize both
anal yses?
Yeah. | would agree with that.
And on an energy basis, you know, energy is going to
be consunmed and so the proxy is just market pricing,
correct?
Yes.
And so it has nothing to do with the dispatchability
of the resource and/or the actual capacity factor of
t he resource?
No, it would be evaluated at the day-ahead LMP at
t he NODE, that whatever the solar is going to put
into the system that's how nmuch it would be val ued
at .
So in a lot of ways the questi on about the capacity
choice is the negawatt, or the dollars per
nmegawatt-year, what is the appropriate dollars per
megawatt - year ?
Yeabh.

MR. SIMPSER | have nothing further.
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JUDGE DAWSON: M. Arnstrong.

MR. ARMSTRONG. Before | begin, just for
clarification, | don't have any objection to the
data request being entered, | just want to | ook at a
break. So it should be Exhibit 17 then, correct?

JUDGE DAWSON: Right. Correct.

MR. ARMSTRONG.  Because | have sone
questions for her related to it.

JUDGE DAWSON: No probl em

MR SIMPSER  Then we'll offer it in.

JUDGE DAWSON: | don't have a copy, but
| ' mnore than happy to nark it as Exhibit 17 and
admt it.

COW SSI ONER FEDORCHAK:  Your mc isn't
on, Judge.

JUDGE DAWSON: | will mark it as
Exhibit 17 and admt it.

(Exhibit 17 nmarked, offered and received.)

RECROSS- EXAM NATI ON
BY MR ARMSTRONG
Q Ms. Mandich, | just have a few questions bouncing
around to a couple of scenarios and |I'mgoing to get
to that in a second.
But you tal ked a | ot about the nodel and

so you said the nodel calculates a surplus capacity
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credit. Does the nodel account for the w nter value
of the CT capacity in selecting Sherco Sol ar?

No. Wen we conducted the nodeling, there was only
an annual construct and so the nodel accounts for
that on an annual basis, which was primarily in
sutmmer. | will say the nodeling that we use is 8760
hourly nodeling and so we are accounting for
custoners' energy needs in all hours of the year,
but froma capacity perspective it's primarily

eval uati ng sunmer.

And does the nodel use M SO CONE at all?

W don't use M SO CONE in the nodeling, no.

So your own nodeling doesn't use M SO CONE, but
that's what you want the proxy pricing to be?
That's correct.

And you want the proxy pricing to be the M SO CONE
val ue of a greenfield CT?

That's correct.

And in your -- | think your surrebuttal testinony
you said we are al ready devel opi ng the Weat on
brownfield site?

That's correct.

But you al so have the Inver HIlls -- using

Exhibit 17 you have Inver Hills and Bl ue Lake are

possi ble brownfield CT | ocations; are they not?
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In general, that's correct.

Those two sites have gas lines at them correct?
They do.

How do you define the difference between brownfield
and greenfiel d?

So primarily the difference in the costs are rel ated
to the interconnection right at the site.

| apologize. | don't think you're answering ny
question. | nean, | just -- is the definition

bet ween brownfield and greenfield related to the
costs?

In part, yes. Based on the condition of the site.
Maybe you are answering ny question and | wll |earn
sonet hi ng.

Yeah. The primary difference is that a brownfield
site would al ready have interconnection availability
and the gas infrastructure, although there are
ongoi ng denand charges for gas so we would still be
payi ng for gas infrastructure even though it was a
brownfield site.

Ckay. So having gas infrastructure, does that mean
having a gas line to the site?

Yes.

Or | suppose sone reasonably cl ose di stance?

Yes.
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And then interconnection to --
The M SO nar ket .
Yeah, okay. So that's how you define the -- is that
your definition or is that |like a standard
definition?
That's how the costs are different that we nodel in
general brownfield is, you know, a site that's
al ready been di sturbed or, you know, an industri al
site, essentially.

MR. ARMSTRONG That's all the questions
| have. Thank you.

JUDGE DAWSON: M. Schuh.

MR. SCHUH:. Not hi ng, Your Honor.

JUDGE DAWSON: Conmi ssi oner
Haugen- Hof f art .

COW SSI ONER HAUGEN- HOFFART:  Yes, | have
a coupl e questi ons.

Furt her EXAM NATI ON

BY COMM SSI ONER HAUGEN- HOFFART:

Q

Farah, when you were tal king about capacity factor,
you -- and | think there was a question that was
asked and you tal ked about value to the customer?
Um hmm

Can you explain that to me just so | understand what

you define as value to the custoner?
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Sure. Yes. The energy that's produced by the
resource wll be sold into the M SO nmarket and w |
presumably attain sonme revenue that would be a
benefit to custoners.
Okay. Thank you.

Yesterday | cane across an article in
Uility Dive, it's called Dive Brief, and the title
says M nnesota PUC Approves Xcel's Plan to Install a
10 Megawatt/ 1, 000 Megawatt Per Hour Form Ener gy
Battery System This is dated -- it was published
July 7th.
Um hmm
And it goes on to state that M nnesota regul ators on
Thur sday approved what | just said for Xcel
M nnesota utility NSP. And it goes on to state that
it's going to be built near NSP's 1,879 negawatt
coal -fired Sherco power plant in Becker, M nnesota.
And it goes on to talk about the retirenents of the
Sherco facilities and the dates. And it goes on to
state NSP expects construction on this pilot project
to start in the third quarter next year for the
battery systemto be operating by the end of 2025,
according to Dobson. Per this article, is this the
intention of NSP, to build this battery project on

the -- near the Sherco plant?
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| think it is near the Sherco plant, yeah, that's
correct.
And it will -- can you explain a little bit nore

about this project for us in relation to the Sherco

pl ant ?
So, yeah. |'ve not been super involved in the
devel opnent of that project. M understanding is

that it's going to be near the Sherco site, it's a

pil ot project to kind of evaluate how the technol ogy

works. So, yeah, | think that's essentially the
extent of what | know about it, to be honest.
Ckay. So, | nean, the whole intent -- and |

understand it's a pilot project, but battery
storage, so, like, to be utilized, |ike, during

W nter or sone of that? | nean, to really increase
the capacity of the Sherco plant, the solar plant?
| think it's relatively small, but, yeah, it could
be used to store energy over |onger durations and
di scharge over | onger durations.

Ckay.

MR SIMPSER (No mic) As an offer, |
woul d lay out an exhi bit and sone di scussi on about
the battery project and howit's intended to be used
so, Conmm ssioner, you can understand that.

COW SSI ONER HAUGEN- HOFFART:  Ckay.
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MR SIMPSER |If that woul d be hel pful.

COW SSI ONER HAUGEN- HOFFART:  Yeah, |
nmean, yeah. |It's kind of appropriate timng to read
t hi s.

So | have no further questions. Thank
you.

JUDGE DAWSON: Conmi ssi oner Chri st mann.

FURTHER EXAM NATI ON

BY COWM SSI ONER CHRI STMANN:

Q

Earlier you indicated that at this point it would be
kind of too |ate to devel op anything el se by the
2026 Sherco 2 retirenent deadline?

Yes.

Is that just an arbitrary date that the conpany set
for that retirement? Could you change that to 2027
or 2028? For exanple, your coal provider cut off
that contract and so you had no choice but to retire
at that date, or how -- tell ne about that date.
Yeah. So the planned retirenent date for Sherco 2
has been scheduled to be the end of '23 for quite
sone tinme, since the 2015 resource plan was approved
in Mnnesota. | believe the order was issued in
2017. And so because it's -- that's about five
nmonths fromnow. W're pretty far down the road on

pl anning for that retirenent. W've submtted the
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request for replacenent capacity to M SO al ready.
And | apologize, | think I did say Sherco 2, 'cause
they're kind of being --

Qut of order.

-- retired out of order. | neant Sherco 1 that is
in 2026, when you were talking earlier that because
of that 2026 deadline it was too late to do anyt hing
el se.

Ckay. So, yeah, Sherco 1 is on a path to retire by
the end of '26. That is fully the intention of the
conpany to retire it in that tine frame. And then
fromthat time there would be three years to
reutilize the interconnection for that project.

Ckay.

Yeabh.

So it's fully the conpany's intention, but just
because the conpany wants to? Has that been
mandat ed by M nnesota, has your co-contract been cut
off? Wiy is that such a hard, fast deadline?

It's been approved by the M nnesota comm ssion in an
| RP order. So we would have to try to change the
order if we were going to extend the life of the
project, | believe. M. Shaw m ght be able to speak
to the regulatory process that that would require a

bit nore.
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Qur planning process called for firmdi spatchabl e
energy and you don't seemto have trouble to change
t hat .

| think we are planning for firm dispatchable
capacity to be added in that tine frane as well.
And | wanted to go back to the thing about the

pi peline costs. So this whole potential retirenent
of Sherco, | think we heard earlier was the

di scussion of that started around the 2010 tine
frame already; is that correct?

| believe that's right.

So it's been going on for well over a decade. And |
know you're on the electrical side, but are you
famliar with, in the oil and gas pipeline business,
t he term open season?

' m not.

So an open season is generally when you put out
plans to potentially construct a pipeline from
roughly point Ato point B and see who all junps on
board to see if this is sonething that is
reasonable. And did the conpany ever either itself
as its own conpany or with sonme other pipeline
conpany in these nore than 10 years since you' ve
been contenplating this, do an open season to see

who all else mght be willing to sign on to nmake it
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a nore affordabl e project?

| don't know that information, | think we would have
to follow up on that.

But you're not aware of doing anything --

' mnot aware of it, no.

And if it wasn't done, that actual cost of providing
gas, once that process would be done could actually
be somewhere between -- | guess between zero and 100
percent of the actual costs dependi ng on how many
others wanted to be part of that project?

Yeah. |'munfortunately not aware of how our gas

pl anni ng team pursues those questi ons.

On the electrical side when you do transm ssion

pl anni ng, do you only plan transm ssion |ines based
on what Xcel specifically needs to get from point A
to point Bor is it part of the whole energy system
process and cal culating in nmany vari abl es such as
who el se m ght use that transm ssion |ine and things
i ke that?

As a part of the M SO narket, MSO is taking into
account the needs of custoners, not just in Xcel
Energy's service area, certainly.

Ckay. But when you think about the costs to get a
pi peline there, you just |looked at it as a sol e use

pi pel i ne?
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Yeah, | would really need to defer to the gas
pl anning teamin foll ow up.

COW SSI ONER CHRI STMANN:  No ot her
gquestions. Thank you.

JUDGE DAWSON:  Commi ssi oner Fedor chak.

COW SSI ONER FEDORCHAK:  Ckay. Thank
you, Judge.

FURTHER EXAM NATI ON

BY COW SSI ONER FEDORCHAK

Q

>

Farah, I"'msorry, | nmeant to ask you a couple
questions that | asked M. Shaw and he deferred to
you. One of themwas what's the size of that
Wheat on station and is there an option there to
expand that for additional capacity?

So | believe it's approximtely 250 or around there
nmegawatts. | don't know if the site is constrained,
but we're constrained by the interconnection
capability there. So if we wanted to increase the
I nterconnection capability we would have to go

t hrough t he queue for the increnental

i nterconnection to expand that.

Ckay. So you're naxed out at that --

Yes.

-- spot? And then he and | talked a little bit

about Mankato, but kind of the sane thing. Can you
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wal k t hrough what the options for future expansion
at Mankato or restrictions mght be there, and
what ever -- al so, what happened w th Mankato? W
were tal king about this a little yesterday and at
one point the conpany was going to buy it and |

thi nk maybe that didn't happen, but if you could
refresh nmy nmenory on that.

Yeah, so the conpany did purchase Mankato for a
period of tinme as an unregul ated asset and
subsequently sold the Mankato pl ant to anot her
owner. | don't know whether there is excess

I nterconnection there to expand the plant beyond
what it is, the size that it currently is. But we
don't own the site so we wouldn't be in control of
t hat .

Ckay. And you have a PPA for how rmuch there now?
Two units. | believe one of themis 335 negawatts
and the other one mght be slightly |arger than

t hat .

Ckay.

Yeah.

s it the full output of that facility?

Yes.

You' ve got all of it?

Yes.
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Ckay. Al right. Your plans for this site it seens
are pretty solidly set forward using the Sherco

i nterconnection for solar. How does the future
accredi tation decisions that M SO makes play into
your conpany's plans for the Sherco interconnection?
So we're in the process of preparing for a new
resource plan that's slated to be filed in February
of '24. W'Il|l be evaluating a range of

i nterconnection -- or accreditation sort of
scenari os dependi ng on how finalized M SO s proposal
is at that tinme to try to evaluate sort of the range
of potential outcones depending on what M SO
ultimatel y deci des and what FERC accepts.

So it's sonething we're going to eval uate
in the next resource plan, but ultimately that
resource plan is going to cover a planning period of
2024, really the decisions we could nake are really
going to sort of start comng into effect in like
'26 through 2040. And so for reutilizing the
i nterconnection fromthis plant, that's really not
goi ng to be under consideration at that point
because we'l| already have had to sel ect those
resources to fill it.

So you're pretty nuch set at this plant?

From ny perspective, for Sherco 2, it would be very
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chal l enging to change course at this point.

So kind of regardl ess of what their accreditation
decision is, you' re probably | ooking at sol ar at
those facilities?

To repl ace Sherco 2, yes.

All right. So you and M. Sinpser had an

I nteresting di scussi on about nodeling. |Is the
nodel i ng that you guys do simlar across the

i ndustry? Are other utilities doing nodeling the
sanme, simlarly?

Yes, other utilities do resource planning nodeling
usi ng hourly or chronol ogi cal nodels certainly.
And so you seemto have a lot of faith in these
nodel s. How should | as a regul ator be | ooking at,
in weighing ny faith in these nodels, given that
we' re repeatedly seeing concerns from NERC ranki ng
the M SO footprint of which Xcel is a |eader in as a
hi gh ri sk area?

Unhmm | think for Xcel Energy, you know, we're
pl anning to neet our own capacity needs surely to
cover that and so that we're not sort of over
relying on the broader M SO system for capacity.
And so, you know, nodeling --

Is it your nodeling that tells you what to use?

Yep. Highly reliant on the inputs that we include.
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And so that's part of the reason we do a | ot of
sensitivity analysis, is to try to plan for the
range of outcones that could happen in the future.
Gbviously in the last two years there has
been a lot of change that we didn't necessarily
anticipate in the previous resource plan. And so
those things will have to be reevaluated. And I
think that the primary question | try to think about
is maki ng sure that we're including a range that
reasonably represents the range of potential future
out cones that we know at the tine we file the plan,
but things change in the interimperiod. So, yeah,
| think that's why the plans are consistently
reeval uated over tine. But there are certain
wi ndows i n which, you know, the decision period had
essentially passed at sonme point and we have to sort
of make decisions with the information we had at the
tinme.
Does your conpany consider the warnings from NERC
and M SO about the pace of retirenents and the | ack
of replacenent generation, accredited repl acenent
generation to neet the capacity needs?
Certainly part of the reason we plan on a fixed
resource adequacy basis is to ensure that we're not

over relying on other people to devel op capacity for
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us.
| f other people don't, could your customers be

af f ect ed?

They coul d, yes.

And how do you protect against that?

| think we can do as nuch as we can to plan for our
own cust omers.

| wll say | very nmuch appreciate the conpany's
comm tnent to that and to having your own resources
versus relying on the market. | nean, you're just
too big to rely on the narket.

Yeah, we believe that.

But, you know, M SO is seen over and over again, soO
we can kind of scoff at our North Dakota's suspicion
of this over reliance of -- on intermttent
resources, but this isn't just a, you know,
farfetched notion that we have.

Um hmm

We' ve seen over and over again the consequences of
this. And we don't have the tolerance for it. And
our custonmers don't want it and they don't want to
pay for stuff that isn't going to deliver.

Um hmm

And we can't approve it. So that's just our bottom

1 ne. Wiet her Xcel or others believe that or
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respect it really is of no consequence to ne at all.
So the nodels are fine, but they fail and they have
failed and we've seen it. So we can't be relying
too heavily on these nodels, especially when it's
been abundantly cl ear through the course of this
conversation that you can tw st these nodels to
produce anyt hi ng you want.

So I'mnot overly confortable this
nmor ni ng, havi ng heard how t he nodel s are constrai ned
and basically turned into, you know, you give them
t he paraneters you want to get what you want themto
spit out.

So, anyway, | do have a significant
respect for your know edge, though, and appreciate
your patience with us and all the information you
shared. So thanks for that.

THE W TNESS: Thank you.

JUDGE DAWSON: M. Sinpser

MR. SIMPSER | have not hing further,
Your Honor.

JUDGE DAWSON: Any further questions?

MR ARMSTRONG No, Your Honor.

JUDGE DAWSON: Seeing no further
questions, you nmay step down.

(Wtness excused.)
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JUDGE DAWSON: Now you say you have one
nore wi tness, a recall?

MR SIMPSER  You know, | think we'll
wai ve, we'll pass on that.

JUDGE DAWSON: Ckay. And I'mtrying to
j udge whet her we should do |unch now, and | think
it's probably a good idea so we'll take a |unch
br eak.

How many wi t nesses do you have for this
af t ernoon?

MR, ARMSTRONG  Just one.

JUDGE DAWSON: Just one. So is an hour
appropri ate?

Wth that, I"'mgoing to go with an hour
and we'll cone back at 12:45.

(Lunch break.)

JUDGE DAWSON: -- on the record.

From our carryover from the norning
session, M. Sinpser is done, correct?

MR SIMPSER  Yes, we'll rest our direct
case.

JUDGE DAWSON: Ckay. Wth that,
M. Arnstrong, do you have a w tness?

MR. ARMSTRONG  Advocacy Staff calls
Janmes Hei del | .
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JUDGE DAWSON: You were here for ny
previ ous adnonitions as to perjury?

MR HEIDELL: Yes, | was.

JUDGE DAWSON:  So you under st and what
perjury is and the penalties for it?

MR. HEI DELL: Yes, | do.

JUDGE DAWSON: Under standi ng so, do you
prom se or swear that the testinony that you're
about to give will be the truth, the whole truth,
and not hi ng but the truth?

MR, HEIDELL: Yes.

JUDGE DAWSON:  You may begi n.

MR. ARMSTRONG  Thank you.

DI RECT EXAM NATI ON

BY MR ARMSTRONG

Q

Are you the sane Janes Heidell who prepared the
prefiled testinony?
Yes, | am
And if | were to ask you those sane questions today
woul d your answers be the sane?
Yes, they woul d.
Do you have any --
UNI DENTI FI ED:. Can you get closer to your

m c?

BY MR ARMSTRONG
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Do you have any corrections or revisions?

Yes. One mnor correction in ny direct testinony on
page 16, line 11, it says dating back to 2006, it
shoul d be dating back to 2016.

Have you been present in the hearing roomtoday and
listened to the testinony of NSP w t nesses?

Yes, | have.

Has that testinony changed any of your opinions at
al | ?

No, it has not.

M. Heidell, are you recommendi ng approval of the
ADP application for Sherco Sol ar?

No, | am not.

Can you pl ease sunmari ze why not?

Yes. As discussed this norning, the conpany did not
identify it as the | east cost resource under North
Dakota criteria. | also pointed out a couple points
that there's -- the conpany is |ong on energy and so
that excess energy that cones with the project is
not being used to, you know, essentially, you know,
set prices for their custoners, but instead they're
taking essentially a bet on the M SO market so that
was a risk that wasn't really evaluated. That
energy was actually nore expensive than both the PA

and conpany forecasts what M SO energy woul d be.
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>

And then | also identified the risk of the capacity.
If the conmm ssion were to approve the ADP, are you
pr oposi ng any conditions?

Yes, | am The conditionis -- well, the prinmary
condition is that the -- if the conpany has to get
nore capacity in the future as a result of having --
getting |l ess accredited capacity than what the
conmpany assuned in their application, that future
capacity costs would be disallowed. In other words,
that the North Dakota custoners should not pay for
that capacity twice. And also that the risk of the
capacity assunption get transferred to the

shar ehol ders of Xcel, but not to the North Dakota
custoners. There were --

CGo ahead.

| was just saying there were, you know, a couple

m nor points about the tax credits, that the conpany
be held to the tax credits in the costs that they
assuned.

And those are laid out in your prefiled testinony?
Yes, they are.

You' ve heard sone di scussion today about what's
going on at M SO as far as accreditation for
capacity and the process. Can you just briefly

explain to us your understandi ng of what's happeni ng
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wth the M SO process right now?
Right. As talked this norning, you know, M SO has
gone to the seasonal capacity construct. You know,
M SO, even though Xcel is -- or NSPis currently
summer peaking, MSOis winter peaking. | think
there's -- that is probably one of the concerns of
going to a seasonal capacity construct.

| think the other concern that MSOis
very concerned about and was tal ked about this
nmorning is that right now there's a relatively small
amount of solar on the system nmaybe a couple
hundred nmegawatts. The queue has over 1.2
gigawatts, you know, all that is not going to be
built. There's a |arge anount of solar com ng onto
t he system you know, is expected to cone onto the
system as states |i ke M nnesota, Wsconsin, pursue
aggressi ve renewabl e energy policies and | think
they're very concerned about systemreliability.
Do you anticipate the accredited capacity for this
project under M SO s new systemto be nore or |ess
than that projected in NSP's application?
| -- ny feelings will be |ess.
During your review of this, did NSP place limts on
its reviewthat led to the selection of this

pr oj ect ?
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Yes, they did. | think as a, you know, leave it to
the conpany for all the details, but I think we know
that as a result of the settlenent on the original,
on the 2020 resource plan, the 2021 pl an, renove the
Sherco conbi ned-cycle fromthe analysis so that was
one constraint. The other constraint that was

tal ked about this norning by Ms. Mandich is that the
only thing that could use the Sherco i nterconnection
rights would be, for the 2026, would be the Sherco
Sol ar Proj ect.

In its rebuttal testinmony NSP has now asserted this
project as |east cost, you're aware of that,
correct?

Yes, | am

Do you have concerns about whether this resource is
the | east cost option even now?

| do. In ny testinony | say | don't think they
adequately denonstrated that it was | east cost.

And can you summari ze why not ?

Yeah. | think there are two primary reasons. One
is the capacity issue that was discussed earlier
this norning, that the testinony adopted by M. Shaw
said that, you know, as of October 2022, that they
woul d start anew, but they never actually eval uated

different scenarios for capacity, the accredited
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capacity of the solar project. And so | think
there's a lot of risk there that, you know, | would
say that that |IRP or good planni ng process, whether
it's in the cycle or without the cycle, if you were
starting anew, would be that you would | ook at

di fferent scenarios for what the accredited capacity
woul d be even if you don't know what the outcone
woul d be as opposed to setting one set of

assunpti ons.

And the other thing is what | talked
about on the original application is the energy
risk. | nean, if you -- | believe it's a public
nunber, but | won't say it, but if you think about
the capacity cost on the dollars per kWhbasis for
Sherco Solar is on the order of tw ce what the
conbusti on turbine costs, and then you think about,
wel |, you know, they don't even get the full
capacity value. |It's, you know, pick a nunber
sonewhere between 30 and 50 percent. So you're
relying on the energy market, you're relying on
sales to MSO to nake up a fair anpbunt of the cost
to make this | east cost.

And you're also -- you're |ooking at a
systemwith a ot nore solar comng on, which is

i kely to depress the value that energy sold into
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the M SO mar ket when the Sherco Solar w il be
producing. | think that was a risk that was not
adequately investigated by the conpany.

NSP has al so requested proxy pricing if an ADP is
deni ed. What do you recommend with respect to proxy
pricing?

Well, | recomrend not approving the proxy pricing
really for policy reasons.

Can you explain those briefly?

Sure. | think one of the reasons was discussed this
nmorning, is the -- that ny understanding is that
this comm ssion really hasn't -- has not made a

deci sion on the Unit 2 coal plant. So essentially
by approvi ng proxy pricing, you're saying that
you're going to pay for the Sherco Sol ar capacity,
you're still paying for the Sherco coal capacity,
that seens like an issue that should be dealt with

in a rate case so that you're not paying for it

tw ce.

| think the other issue is -- another
issue is how you -- is recovering capacity costs
that shouldn't be -- ny understanding is shoul dn't

be recovered through the renewable energy rider, it
woul d be a change in policy to recover it in the,

you know, the fixed -- the fuel cost rider. And I
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think that, you know, recovering the fuel cost
rider, it becones a conplex decision because the
conmm ssion knows that Sherco 3 is in front of it and
t he comm ssi on knows that the 345 kV transm ssion
line is in front of it, which is another 2,000
nmegawatts. So you have a whole -- a whol e bunch of
capacity issues potentially. You know, the

comm ssi on obviously hasn't | ooked at the matter or
decided on the matter yet, but there's a | ot of
inmplications as to, you know, what you do about that
capacity cost, and it seens |ike that deserves nore
consideration than is really being put forth in
front of this ADP procedure.

If the conmm ssion were to adopt a proxy pricing

nmet hod, what woul d you reconmmend be the basis for

t hat ?

So | -- the conpany and | di sagree on using M SO
CONE. | think that there are a couple big issues
wth the M SO CONE. Well, | nean, the first issue

is the conpany inits IRP noted that they use
consul tants, they use their internal, you know,
internal review, they use comments fromothers to
conme up with the cost of a conbustion turbine
whether it brownfield or greenfield. And now

they're saying that a nunber set by the DOE, ny
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consultants, Sargent & Lundy, in 2019 is a better
first cost than what the conpany developed in their
| RP. And ny question is, well, why did you devel op
the IRP if that's not the cost you should use. So |
think the cost in the IRP is the appropriate cost,
it was gi ven due consideration by the conpany and
reviewed at | east by the M nnesota conm ssion.

A couple other issues is that it was
talked a little bit nore about the cost of capital.
MSOis using a 13.4 percent return on equity. M
understanding is that the conpany's origi nal
analysis used 9 and a quarter, but | believe the
rate case is 9 and a half, I'"'mnot sure, but it's
certainly significantly bel ow the 13. 4.

The third problemwith M SO CONE is M SO
| evel i zes that cost, otherw se they take a capital
cost. And so the question this norning about
turning into dollars per kWor dollars per, you
know, megawatt-day, they levelize it over 20 years,
t he conpany has cone up with a 35-year life for
Sherco Sol ar, so essentially under their proposal
you' re paying that 20-year rate for an extra 15
years so that al so gives over recovery.

So that's ny three main objections to

usi ng M SO CONE
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MR. ARMSTRONG. Thank you. [1'IlIl tender
you for cross.
CROSS- EXAM NATI ON
BY MR SI MPSER:
Q M. Heidell, how are you?
A ' mdoing well. Good to see you.
JUDGE DAWSON: Hold on one second.

M. Schuh, did you have a question?

MR. SCHUH: Yeah, I'll wait until after
Cr oss.
BY MR SI MPSER:
Q | wanted to start off on your questions about energy

and capacity. And do you think the conpany has a
capacity need in 2024 to 20267

A | believe that the IRP, the supplenent in the North
Dakota scenario identified the first need for sumer
capacity in 2026 of approximately 220 negawatts.

Q Ckay. So we can at least all stipulate there is
sone need that needs to be net on the capacity side?

A There appears to be, yes.
And you just testified for a | ot of reasons you
don't |ike the conpany's proposal. |If you were King
for a day, how would you neet that need?

A Well, that kind of goes back to this norning that

the -- the situation that we're in today with
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limted options is the result of a whole series of
actions that the conpany took in '21, '22 and '23,
this year. And so | would think that back in 2021
or 2022 that they should have been nore aggressively
pur sui ng the conbustion turbine, and not just the

W sconsin site, but, you know, with two other sites
that were discussed in response 3-1 this norning.
Woul d the brownfield CT proxy essentially achieve

t he sane econom c outcone as what you just suggested
shoul d have been done?

It probably would have been simlar. | nean, |
think the answer is that had the conm ssion -- had
the conpany said that they wanted to, you know,
let's say put a CT at Blue Lake or whatever el se,

t hey woul d have conme forth with actual cost, which
m ght be different than the brownfield CT, but --
it's a proxy.

Ckay. So you al so tal ked about in your testinony a
| ot about the Sherco CC or potentially putting a CT
at Sherco. So | wanted to -- you use nodels in your
everyday work, don't you?

Yes, | do.

And when you hit enter on the nodel, do you just
take what conmes out of the npbdel as gospel ?

No, | do not.
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So you use your own independent judgnent to assess

t he nodel, correct?

Vell, to assess the nodel and al so understand that
assunptions drive nodels so |'mvery big on

testing -- evaluating the assunptions that go into

t he nodel and what that does to the result.

And assunptions al ways have sone basis and at | east
sonme assuned facts, correct?

Hopef ul | y.

So if you were in Xcel Energy's shoes, we tal ked
about the constraints at the Sherco Sol ar area, you
woul d agree at least that to put a CI at Sherco
woul d require some additional gas infrastructure,
correct?

That is true.

And what woul d you have used as a proxy for that gas
infrastructure, or an assunption for the cost of
that gas infrastructure?

Wthout, you know, I wll, you know, take it that,
you know, the conpany did adequate due diligence and
that the cost that was referenced this norning in
3-1, you know, was correct, although I -- | do think
that the comment this norning about investigating

ot her users of the pipeline is sort of an

I nteresting concept.
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And you woul dn't be able to do that as part of your
nodel i ng exerci se, would you?

Vell, | think this goes back to the planning. That
if you're sitting here and starting anew i n COctober
of 2022, it's alittle late. But | think the

deci sion that was nade, | believe it was in the
direct testinony, was that the decision to pursue
Sherco Solar started in 2020 with starting to build
sone transforner banks. So, you know, at that point
it was too late. But | think the issue is that you
don't denonstrate prudence by not, you know, by not
taki ng a whol e bunch of actions to get to a point
where you have no choi ce.

Ckay. | nean, you're assum ng then that the conpany
never did any work whatsoever to investigate
bui l di ng gas infrastructure for the Sherco CC?

No, that's not ny assunption. | take the testinony
this norning that they did -- that they did do
research

Ckay. You said that it's your opinion that the
capacity accreditation will be |l ess than 50 percent?
That's correct.

And have you been an actual participate in the RAS
process?

Mysel f personally, no. But | rely heavily on one of
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our experts who is -- who is very involved in M SO
and follows it for many of our clients.

Ckay. So back to the question of what you would do
to neet the capacity need. You did nention that the
conpany shoul d be relying on the PRA at |east to

bri dge short-termgaps. Do you still stand by that
st at enent ?

| think that's a slight m scharacterization of the

statement. | said that | thought one of the -- if
you -- since the conpany was building resources to
neet the 2027 in increased capacity, | would have

t hought that of the options that the conpany woul d
consi der for neeting the 230, whatever the exact
nunber is, negawatts in 2026, you know, the conpany
could | ook at a bilateral contract, they could
evaluate the risk of using the PRA for one year,

t hey coul d, you know, talk to Mankato. | nean, they
could talk to other people that want capacity. And
that, those -- it did not appear fromthe testinony
that the conpany investigated those other short-term
opt i ons.

Ckay. So you're not proposing that the conpany nove
away fromits FRAP principles then?

Ch, not for long term no.

Ckay.
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| think that -- but I would say that the conpany is
taki ng, you know, long risk on the energy market and
so why not evaluate the risk of using the PRA for
one year.

You haven't anal yzed what woul d happen to the M SO
Zone 1 PRA if the conmpany were to participate in the
opti on, though, correct?

| have not.

Ckay. Al right. Let's nove on to your proxy
pricing. So it's your view that neither the
capacity resource the conpany i s proposing nor a
proxy pricing outcone shoul d be deened prudent?

As part of this proceeding that's ny view, yes.

But notw thstanding that, you still go on to testify
about what proxy woul d be appropriate in your view
nevert hel ess?

What proxy woul d be appropriate should the

comm ssion decide that proxy pricing i s appropriate.
Ckay. And are you aware that the conpany does use
the sane proxy price nethodol ogy in South Dakota for

rat enaki ng pur poses?

Yes, | believe that was a data response fromthe
conpany.
And so -- and notw t hstandi ng that, have you done

any investigation into the success or not success of
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that kind of pricing policy outcone?

| don't know how you would determ ne -- what you
nmean by success, but no, | have not evaluated it.
Ckay. So is it your proposal that North Dakota
custoners not participate in the Sherco Sol ar
Project even if it gets built?

Wll, it's ny recommendation that the -- that the
comm ssi on not approve the ADP and al so not approve
proxy pricing. So |I think that translates into not
participating in the project.

And so how do you suggest we obtain the necessary
capacity?

Well, | think there's two different questions there.
You know, how do you attain the necessary capacity,
well, the answer is that | think NSP is very clear
that they're building this project regardless if the
capacity will be there. So I think the question
that -- the nore appropriate question is how should
North Dakota pay for its share of that capacity.
Ckay. So you think that North Dakota should pay for
its share of that capacity?

| think that there needs to be sone nechanism for
North Dakota, that custoners should pay their fair
share.

Regar dl ess of what the accreditation is, correct?
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Well, a fair share of what the accreditation is,
yeah.

Ckay.

Regardless as in it doesn't matter.

But a proxy price is not the way to do that, is what
you' re sayi ng?

| think that it's the way | started ny concerns wth
the proxy pricing, is that the concern with proxy
pricing is one is this issue doubl e paying, you
know, w thout determ ning what the solution is for
the Sherco Unit 2 coal project. And the second part
Is that the i ssue becones very conplicated because
of the whole set of other resources that the

conm ssion -- the two other ADPs that the conm ssion
has in front of it. And so | think the solution
needs a fair anmount of consideration that hasn't
been given to it.

Ch, okay. So it's in absence of a record from your
per specti ve?

Yes.

But it's not necessarily a bad idea?

No, there needs to be sone kind of proxy.

Okay. You said sonething very interesting, that the
comm ssion hasn't yet determ ned Sherco. What do

you nean by that?
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Well, |I did not participate in the NSP rate case.

My understanding in talking to Advocacy Staff is
that the -- that Sherco 2 is still in rates at its
current depreciation schedule and the fate of early
retirenment and recovery of the costs of Sherco has
not been determ ned yet. That's ny understandi ng.
Sure. And that's a question of ratenmaking, but it's
al so a question of that was a settl enent accepted by
t he comm ssion, correct?

The rate case was, but ny understanding is that
there was no settlenent as to the determ nati on of
what happens to Sherco 2.

Sure. So currently ratepayers are not paying an
accel erated depreciation, correct?

That is ny under st andi ng.

So as of today, ratepayers have had no effect or no
inpact with respect to the planned retirenent of
Sherco Units 1 and 27

They' ve had no inpact, but by paying for it they are
assum ng they're getting the capacity of it that
cones fromit.

So what you're saying is that rates will no | onger
reflect the retirenent of Sherco 1 and 2 unl ess
there's another rate case?

No, what I'"'msaying is that rates will reflect
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the -- they'll be paying for Sherco to a coal unit
and if you approve proxy pricing they'll also be
payi ng for the sane capacity again.

Vell, | nean, they haven't been paying for the --
fully paying for the capacity of Sherco if there's
no accel erated depreciation paid for?

They're fully paying for it on a schedule where the
unit doesn't retire early.

Ckay. So wouldn't there need to be a rate case to
adj ust that?

That's ny understandi ng. You know, there nmay be

ot her mechani sns.

And if you need a rate case to adjust that, | nean,
that's just ratemaking, it's nothing nore than that,
they' re not paying or not paying rates for what they
are, there's ups and downs every year and you don't
necessarily adjust rates because of those ups and
downs?

Sorry, | was getting troubled over it's just rates.
These are custoners paying bills.

But, | nmean, rates are set and then there are ups of
costs and downs of costs and they change and so | ong
as the rates remain just and reasonabl e, you know,
just because of a unit may retire or you didn't

maybe repower it doesn't necessarily nean we adj ust
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rates to address that?

You know, that's correct, subject to the point that
t he comm ssion has the renewabl e energy rider in the
fuel costs, you know, rider, which are nechani sns
that pick up sone of that adjustnments in between
rate cases. So it's not |like the conpany just, you
know, lives by the decision and there are not

adj ust nents between rate cases.

So let's talk to the questi on about M SO CONE ver sus
costs in the IRP. One of the things you raise is
that the M SO CONE, you know, weighted average cost
of capital is much higher than Xcel's approved
amount, is that one of your --

It's higher, ny actual testinobny was that the ROE is
much hi gher.

The RCE is much higher, fine. Wuld it be fair to
say that those RCEs or general costs of capital are
nore in line wth what a devel oper woul d expect to
earn?

| think the question is if a devel oper was

devel oping it for a build/own transfer, the answer
is no. |If the devel oper was devel opi ng a nerchant

pl ant, then, you know, then it m ght be what a

devel oper is thinking of. But in this case we're

not tal king about, you know, a merchant plant, we're
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tal ki ng about either the conpany building it or
buil ding their own transfer arrangenent.

O it would essentially reflect the costs that Xcel
Energy coul d pay for a PPA?

No, | disagree with that.

Why ?

Because when a devel oper has a PPA, they go to the
bank and t hey know when, you know, the bank knows
that they're having a PPA with a creditworthy
conpany |i ke NSP, then they have a -- the devel oper
has | ess risk, the devel oper can al so | everage up
their investnment nmuch nore and get a | ower cost.
You al so note that the conpany has done a | ot of
diligence in setting its greenfield CT costs and
brownfield CT costs as part of its resource planning
process, correct?

| think I said diligence, maybe.

You al so said that those costs were approved at

| east by the M nnesota conm ssion?

Yes, | did.

So one of the -- CONE is an independently created
nunber, right? M SO just issues the CONE nunber,
correct?

| don't think that's correct. M SO takes the cost

of the conbustion turbine determ ned by the
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Departnent of Energy in the annual energy outl ook,
takes that cost and the capital cost and converts it
into a rate. That rate uses cost of capital
assunptions, years of recovery, and a whol e bunch of
assunptions that have nothing to do with the -- what
t he annual energy outl ook and what DOE deci des.

Got you. But at the end of the day M SO is doing
that? M SO is making all of those choices?

M SO is nmaking the choices, that's correct.

So it's fair to characterize the CONE price at | east
as coming from sone i ndependent third party?

Comng to a third party through a | egal and

adj udi cat ed process.

But it's in atariff?

It's in a tariff.

Overseen by FERC?

That's correct.

Ckay. Wiereas, the cost in the IRP you said was at
| east approved by the M nnesota comm ssion, correct,
the greenfield and brownfield CTs?

That, anong ot her pieces, yes. |In addition to the
di i gence that the conpany did.

And so would it be your position that this

comm ssion should just rely on the inprimtur of the

M nnesota comm ssion for the reasonabl eness of the
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greenfield and brownfield CT assunpti ons?
No, | think that this comm ssion has the -- |
bel i eve has the authority and under the | egislation
nowto reviewthe IRP, | don't believe that the
conmm ssi on has opened up a proceeding to review the
IRP. So ny comment was really nore that given that
the comm ssion has not had tine to review the IRP, |
was just noting that not that they should, you know,
defer to the M nnesota comm ssion. |'d be thrown
out of here pretty quickly if | said that.
You know, | was just checking that.

| have not hing further, Your Honor.

JUDGE DAWSON: M. Schuh.

MR. SCHUH. Thank you, Your Honor.

CROSS- EXAM NATI ON

BY MR SCHUH:

Q

So, M. Heidell, one of your concerns is |ike the
doubl e paying the proxy price and the alternative,
the stranded cost, right? So obviously one way to
avoi d paying the -- double paying is to not pay the
proxy price on the interimrate? That's what you
were stating?

Until such tine as there is sone resol uti on about
Sherco 2 coal, yes.

Ckay. So in the alternative | suppose it would be
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t he sharehol ders eating the stranded costs for the
resi dual Sherco anobunts to avoid that?
| think that's the -- for NSP the unfortunate
al ternative.
Gotcha. | do have sone additional questions, but |
had trouble pulling themup in the testinony so |
m ght just try to get it on the next round. |
apol ogi ze for that.

JUDGE DAWSON:  Commi ssi oner
Haugen- Hof f art .

COW SSI ONER HAUGEN- HOFFART: | have no
questions for you at this tine.

JUDGE DAWSON: Conmi ssi oner Chri st mann.

EXAM NATI ON

BY COW SSI ONER CHRI STMANN:

Q

Earlier you tal ked about concerns about timng of
the project, and 35 years and 20 years, and | was
not able -- I"'mstill making a note from your
previous point and wasn't able to keep up rapidly
enough. So can you go through that whol e thing
agai n?

Ckay. So maybe by way of anal ogy, you know, if you
buy a house and you take out a nortgage for 20
years, you're going to pay one rate. |If you take

out a nortgage for 35 years, you're going to pay a
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lower rate. |In both cases, you pay off the
nortgage, right, in 20 years or 35 years.

M SO is recovering the costs in 20 years
so the conpany's proposal says, well, we're going
to -- you're going to pay that 20-year nortgage rate
for 20 years and, by the way, you're going to pay it
for another 15 years. After you've already paid off
your house you're going to continue to pay your
nort gage for another 15 years. |f that anal ogy
makes sense.

| n other words, you've already paid it
off -- under the M SO provisions you' ve paid off the
cost of that conbustion turbine in 20 years, the
conmpany has a 35-year recovery period, so now you're
payi ng that 20-year rate for an extra 15 years.
That's if we do the proxy price, I'll call it?

Yeah. That's correct.
Ckay. Now | foll ow you.

And then an interesting point was brought
up by Comm ssi oner Haugen-Hoffart earlier this
nmor ni ng, sonething I had m ssed, of a battery
storage facility being approved here. And it
sounded like it was very small and probably
experinental. That's ny own word at this point.

But it rem nded ne of anot her conpany,
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anot her case, anot her generation source entirely.

But where we were told that the proper thing to do
was to close a coal plant and adopt a new generation
source, and we did it and it's up and running for a
coupl e years and now they need to put significantly
nore noney in there in order to nake it reliable
enough. And so that gets nme to wonderi ng about

this.

Do you suspect, if this were approved,
whet her it was done through the CONE proxy pricing
or the conpany requests in the first place that
along the way in order to neet the capacity demands,
once this is up and -- once this noney is spent and
the coal plant is gone, that then all of a sudden
we're going to have to pay for a bunch of battery
storage, too, in order to enable this to be a good
sol uti on?

So this is ny hypothesis, or ny opinion of, you
know, what | think. M forecast of what's going to
happen is that if the coal plant is closed and
Sherco is built, that as nore and nore sol ar and
renewabl e resources get added to M SO, and
especially as the evening, you know, peak shifts to
eveni ng as w nter peaking becones nore critical,

that there is going to be nore capacity resources, |
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think M nnesota will follow New York and California
and probably say we don't want gas and | think ny
forecast is that NSP will be in front of this
comm ssi on saying that we need a bunch of batteries
for reliability.
COW SSI ONER CHRI STMANN:  Thank you.
Appreci ate your testinony.
JUDGE DAWSON: Commi ssi oner Fedor chak.
COW SSI ONER FEDORCHAK:  Thank you,
Judge.
EXAM NATI ON
BY COWM SSI ONER FEDORCHAK
Q M. Heidell, one of the options when asked by
M. Sinpser for howto deal with the capacity need,
one of the options you didn't say was extending the
life of Sherco. How cone? Even by a couple of
years until the next capacity need is on the
hori zon.
A | believe that's an option, | believe that's an
option that NSP has | ong since wal ked away from
Q So you just didn't suggest it because you didn't

think it was realistic?

A | didn't think it was realistic.
Q Ckay. In their testinony, in Mandich surrebuttal,
one of the questions that was asked was w || Sherco
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Sol ar be cheaper to operate than continuing to
operate Sherco Unit 2. And her answer was very

li kely yes, which | thought was surprising that it
wasn't absolutely yes. It wasn't, you know, |ike
definitively yes.

And then in the explanation there was
this kind of vague reference to operating the
project and the rising costs to operate Sherco Unit
2, which was sort of the reason given as to why it
was very |ikely, but not absolutely going to be
cheaper.

Did the -- did you guys take into what
t hese vague rising costs were?
| think it's the, you know, it's the operating costs
of any facility are going up, you know, fuel prices,
whether it's coal or natural gas are volatile. So |
think the conpany is right that it's, you know,
there's not a lot of certainty, | don't know that
the conpany has -- did an extensive rereview. You
know, | think there's also the reference to the case
of analyzing the cost of continuing the coal plant
and then switching to a CT at the end of the coal
plant's life. And | don't think that anal ysis was
updat ed.

Un hmm  And did that analysis, | thought | heard

Shaddix & Associates - Stenographic Court Reporters
(952)888-7687 - reporters@janetshaddix.com




© o0 ~N oo o b~ w N

N NN N NN R R R R R R R R R R
oa A~ W N P O © 00 N oo 0o~ w N -+ O

NSP - PU-21-152 - ALJ Timothy Dawson - 7-11-23 166

reference this norning that that analysis included
addi ng OCR? Because that would have had to have
been done -- you're not --

| guess | would defer to the conpany. | think, you
know, the question to ask the conpany is |'ve been
in other proceedings where if the conpany were to
let's say extend the coal plant beyond 2026, is

t here an environnmental consent decree where all of a
sudden | have to spend, you know, X hundreds of
mllion dollars to upgrade the pollution controls,
and | don't know if that's the case for Unit 2, if
there's a decent -- if there is a consent decree
that woul d force higher costs, so that would be a
question for the conpany.

Ckay. Wll, | realize that it's, for the conpany, a
f oregone concl usion, but for North Dakota's

rat epayers, |ooking at the need for capacity and
even a bridge capacity, which is really what we're

| ooking at here long term or even for the next --
until these new resources that can carry the wei ght
of the old resources are proven, it's astounding to
nme that there isn't nore focus on trying to use for
a bridge the resources that we already have that are
al ready connect ed.

Yeah. Again, this is probably going off in a
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different direction and just a personal opinion.
That the focus on decarboni zation, there's, you
know, there's, you know, there's nothing wong with
that goal. | think that the pursuit of that goa

Wi t hout considering the econonmi cs and the best path
forward is not -- in nmany jurisdictions is not, you
know, | think about New York, Oregon, Washi ngton, a
nunber of jurisdictions where | work, that it's the
| east cost way to get to the goal is not necessarily
bei ng considered appropriately. | think we're in
agreenent there.

| do agree and | think when you question pl ans,
folks immediately go to you don't agree with the
goal, which is not a good intellectually honest way
to look at this. And | think that's resulting in

some pretty shortsighted policy decisions across the

boar d.

But, anyway, in Ms. Mandich's testinony
she says that -- and | think this is her surrebuttal
on page -- let's see. Towards -- okay. Page 10.

She says because the North Dakota alternate scenario
was allowed to select for as many CTs as possible
for every year the IRP solar's inclusion in 2024
i ndicates that new solar is a | east cost resource

needed to neet anticipated capacity deficits under
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Nort h Dakota planning principles and the project
here is a fulfillnment of that need. You di sagree
wth that. Please explain why that's wong and does
your testinony and your findings support what you're
sayi ng?

So that goes back to I think one of ny earlier
coments that they didn't adequately denonstrate
that it's the best solution. It goes back to the

di scussion of M. Sinpser about, you know,
short-term solutions, and it goes back to not
adequately, you know, under one set of assunptions
about the anpbunt of energy revenues they're going to
get fromthe market from Sherco Sol ar, and one set
of assunptions about what the accredited capacity
woul d be. But, you know, | think we're all pretty
sure that both those energy and capacity assunptions
will be wong. No offense, you know, to Ms. Mandich
and NSP, | nean, it's just nodeling and it's
unknown, and they didn't adequately, you know,
evaluate the risk. Wile the CT has, you know, much
less risk and it's known technology. | guess the
other point is that they also failed to account for
the winter capacity value of the conbustion turbine.
Um hmm

So it's a flawed anal ysi s.
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Ckay. | had a conversation with Ms. Mandi ch about
the cost of capacity; do you recall that?

Yes.

And kind of finish that with the conpany's position
bei ng you can't really just conpare on the cost of
capacity alone. And you nentioned earlier in your
testinony that the cost of capacity of the solar is
way hi gher than the CT. So can you -- in your
opi ni on, how should we be considering this, since
we' re here because of a capacity need, how shoul d

t he comm ssion be eval uating and conparing the

various -- the costs of the various solutions?
Wll, | agree with Ms. Mandich that, you know, if
you're -- and it's been an issue of the industry for

a long tinme of how do you conpare a resource that
provi des energy and capacity to a resource that just
provi des capacity. And so the conpany's approach is
saying, well, I"mgoing to value the energy and the
capacity fromthe solar, you know, is conceptually
correct. | nmean, | would say that if you go back
two or three years or, you know, you | ook at what
New Engl and, |SO New York, PGV you know, they

al ways have this debate of it's a | east cost
capacity, conbustion turbine or a conbined-cycle. |

mean, now it's going to batteries. But they've
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al ways had that debate and so part of that was

al ways saying, well, what is, you know, you know,
what is the value of the conbined, you know, we have
to consider the value of the energy fromthe

conbi ned-cycle. So | think she's right that you
need to -- if a resource is providing both capacity
and energy, it's fair to evaluate, you know, what
the energy val ue should be to contri bute.

And then where does that put this project in
conparison to a CT?

VWll, | think that's -- that's one of the issues.

| s besides the capacity value, the accredited
capacity that was extensively discussed this norning
is no one actually discussed all the risk around the
energy value. | think there's substantial risk
around the energy value. And | didn't have the
right word this norning, but, you know, it's one
thing if you're, inny mnd, and | think |I've said
this in nultiple proceedings, is that if you're
buyi ng energy just to neet your |load you're
essentially hedging costs for custoners. It could
turn out to be a good hedge, could turn out to be a
bad hedge, but you're hedging costs. |In this case
they have |ike a 20 percent | ong position through

the decade so essentially you're bidding on the
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mar ket and | don't think that's what utilities
shoul d be doi ng.
Okay. In the conparison of energy values, is there
any value to conparing energy -- or including energy
value of a CT? O is it just capacity?
So that kind of gets into a whole other part of the
testinmony and that is the issue of what's call ed,
you know, CONE and net CONE. And, you know,
conceptually, the other 1SGCs that | nentioned,
essentially | ook at net CONE and say, yes, there's
energy value, there are ancillary service val ues,
and i f the conbustion turbine were constructed then
Nort h Dakota ratepayers would get a share of that
and that would offset the costs. So | think that's
true, | think the nunbers in ny testinony sort of
show that it's a relatively snmall anount conpared to
the larger issues that are being di scussed today,
but on a conceptual basis | think the right thing to
do is to include the energy and ancillary services
as a deducti on.

COW SSI ONER FEDORCHAK:  Ckay. | think
that's it for ne. Thank you.

JUDGE DAWSON: M. Arnstrong.

MR. ARMSTRONG. No further questions.

JUDGE DAWSON: M. Sinpser
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MR. SI MPSER. Thank you, Your Honor.
RECROSS- EXAM NATI ON

BY MR SI MPSER:

Q Just a couple, M. Heidell. So it sounds to ne |ike
it wouldn't surprise you to know -- to learn that
there's a requirenent to retire Sherco 2 or install
the CRs in its current air permt, that woul dn't
surprise you at all?

A Evi dently not.

Q No, okay. Wuld you, you know, you raised some
concerns about how M SO cal culates CONE with its
sort of secondary assunptions, right, it takes the
El A data and puts it through its little nachine,
turns the crank and out cones CONE. Wuld you have
any concerns if we used the EIA greenfield costs as
the proxy and put it into our little cal cul ator and
out pops the revenue requirenent?

A | think the EIA cost is a 2019 cost, national cost.
| still would think that, you know, the conpany,
wth their consultant in doing the 2020 | RP woul d be
a nore accurate estimate. |'mnot sure why the
conpany did that process if that's not the nore
accurate estimate for M nnesot a.

Q And | understand that. A couple of -- | nean,

ultimately at the end of the day both your proposal
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wth respect to the brownfield, if we were to use
the greenfield fromthe resource plan, or even net
what ever, right, that all requires sone set of
assunptions that are subject to chall enge and
somet hi ng the conpany will have to go develop; is
that correct?

| think going back to the argunent of when the
deci si on was nmade, you know, at the application, the
conpany brownfield costs and the conpany's CT costs
and the conpany -- and the |evelized costs | believe
were all stated in the IRP. So I don't know that it
requi res any new cal cul ations. | suppose they could
be revi ewed.

Ckay. And you would assune that we would litigate

t hose costs in every proceeding, correct?

Ch, | woul d hope not.

Oh. You said that a CT is known technology. |Is
solar not a known technol ogy?

Sol ar for producing energy is a known technol ogy,
solar as a capacity resource | think is -- actually,
| would credit NSP as being a little bit novel there
as opposed to other utilities, |like specifically
California utilities and the, you know, Northeast
utilities that are going after battery storage to

nmeet capacity and reliability needs.
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MR. SI MPSER Ckay. Nothing further.
JUDGE DAWSON: M. Schuh.
MR, SCHUH. Not hi ng nore, Your Honor,
t hank you.
JUDGE DAWSON:  Conmmi ssi oner
Haugen- Hof fart.
COW SSI ONER HAUGEN- HOFFART: No
questi ons.
JUDGE DAWSON:  Conmi ssi oner Chri st mann.
COW SSI ONER CHRI STMANN:  Me eit her.
JUDGE DAWSON:  Commi ssi oner Fedor chak.
COW SSI ONER FEDORCHAK: None.
JUDGE DAWSON: Seeing that, you nmay step
down.
(Wtness excused.)
JUDGE DAWSON: Anyt hi ng el se,
M. Arnstrong?
MR. ARMSTRONG. No, Advocacy Staff rests.
JUDGE DAWSON: Is there anything el se
that needs to be brought before the comm ssion at
all today?
MR, SI MPSER: Not from an evidentiary
st andpoi nt, Your Honor.
JUDGE DAWSON: Ckay. Well, we can have

public testinony. |Is there anybody fromthe public
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that wshes to testify? | don't see anyone fromthe
public here, but the -- | nean, Jason, naybe Jason
woul d know. | don't see anyone. So we'll skip over
t hat .

Do we need to tal k about anything in
particular as to -- | think we had one thing that
was thought of to be a late-filed exhibit, but it
may be better filed as just information or provided
as information. | don't know

MR. SIMPSER  Your Honor, | have two --
three itens for late-filed exhibits. One we would
propose in the sane |late-filed exhibit which is the
Sherco capacity factor for the |last year as well as
the status of the M SO generator replacenent process
for Sherco 2. And then we also are proposing a
late-filed exhibit with a short summary and
description of the foreign battery project and kind
of its purpose and how we intend to use it as both a
pi l ot project and sone source of storage.

JUDGE DAWSON: Is that what you say, too,
M. Arnstrong?

MR. ARMSTRONG. | had those two, | also
had Conm ssi oner Christmann's question about the
| evel of information for getting gas to the site. |

didn't know if the DR was supposed to be responsive,
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fully responsive to that.

JUDGE DAWSON: The DR is -- should be
responsive to that. How |ong of a pipe does it
need? And | actually left it on your chair, so it's
t here.

MR. ARMSTRONG. So that's what | have
left.

JUDGE DAWSON: Ckay. Those three
| ate-filed exhibits.

UNI DENTI FI ED: Can you repeat the first
one for me?

JUDGE DAWSON: Coul d you repeat the first
late-filed exhibit?

MR SIMPSER The first late-filed
exhibit will be the capacity factor for Sherco 2
fromlast year as well as a status update on where
it is in the M SO generator replacenment process.

JUDGE DAWSON: Ckay. Any objection to

t hose?

MR. ARMSTRONG. No obj ection

JUDGE DAWSON: W th no objection, they
w ||l be added as exhibits. And pl ease send ne a
description of those again by enmail. | appreciate

that. So with that, right now --
UNI DENTI FI ED:  Your Honor, just one nore
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matter.

JUDGE DAWSON:  Yes.

UNI DENTI FI ED:  Consi dering the fact that
there's going to be late-filed things, if they put
that battery resource as well, | think it would be
just for the conpl eteness of the record preferable
if the comm ssioners article was al so added as wel |
as maybe a conm ssion exhibit.

MR SI MPSER No obj ecti on.

UNI DENTI FI ED: The article that was --

JUDGE DAWSON: Ch, yes.

UNI DENTI FI ED: That was addressed.

JUDGE DAWSON: Ckay. And so we had
Exhibit 17 that was added during the hearing, data
request 1, and so we'll have Exhibit 18 be the
article. Any objection?

MR, SI MPSER: No, Your Honor.

JUDGE DAWSON: It is admtted.

(Exhibit 18 narked, offered and received.)

JUDGE DAWSON: So with that, we're
getting near the end. And how nmuch tinme for
recommended fi ndi ngs?

MR, SI MPSER: So proposed findings wll
be, I don't know, 30 days or so.

JUDGE DAWSON: Ckay.
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MR SIMPSER  But | think, Your Honor, if
| could have a mnute to confer with ny client to
determne if the conpany would like to brief this
matter or not?

JUDGE DAWSON: Ckay. Do you need like a
five-m nute break?

MR, SIMPSER That would be really
hel pful .

JUDGE DAWSON: Ckay. We'll do a
five-m nute break.

(Break taken.)

MR. SI MPSER Thank you for everybody's
f or bear ance.

The conpany does believe the issues here
are sufficiently inportant to go ahead and try to
brief our case. W think that that woul d be hel pful
as the comm ssion considers itens, and we understand
that counsel for the comm ssion would al so
appreci ate sone briefing, so we would propose to
file our direct brief along with proposed fi ndi ngs
60 days fromtoday, unless that's a Saturday or
Sunday, and then the follow ng Monday. And |
understand from M. Arnstrong that Advocacy woul d
| i ke 30 days for a reply.

MR. ARMSTRONG  Correct.
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MR SIMPSER And then we'll -- should we
want to surreply, we would take no | onger than two
weeks.

JUDGE DAWSON: Ckay. And we are in
agreenent on that briefing schedul e?

MR. ARMSTRONG  Yes.

JUDGE DAWSON: Ckay. It is so ordered.

And with that, | think that we can have a
cl osi ng comrent by the comm ssi oners.

Conmi ssi oner Haugen- Hoffart.

COW SSI ONER HAUGEN- HOFFART:  Thank you.

| want to thank all of you for your tinme.
It was sone great discussion. | have to say this is
one of ny first cases, new on events for
determ nants of prudence, so | learned a lot. |
suppose | couldn't pick a better case to hear kind
of opposing sides. So | really appreciate the tine
and the effort given to this.

And the witness, Jim nice neeting you
and putting sone nanes to faces.

So | want to thank you again, like |I said
for about the fourth tinme for this, and the
opportunity.

Interesting case, |I'mglad you were

patient with sone of the questions as sonetines as
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we work through this those of you who work on it on
a day-to-day basis it cones easy, for those of us,
it's new and exciting. So thanks again.

JUDGE DAWSON:  Conmi ssi oner Chri st mann.

COW SSI ONER CHRI STMANN: Not hi ng to add
except that | wll say sonetines in cases | get
frustrated when it seens |ike soneone is just trying
to bury us in so nmuch information that we'll m ss
what's really in there. | would say both sides, the
Conpany as well as Advocacy Staff, while differences
of opinion are certainly obvious, the information
was under st andabl e and so t hank you.

JUDGE DAWSON: Commi ssi oner Fedor chak.

COW SSI ONER FEDORCHAK:  Thank vyou,
Judge.

| agree with Randy, the information was
really clear and that is helpful. It's a
complicated case. The conpany is, you know, in a
tough position serving in states with very different
approaches to this transition. So | think in that
situation the best thing we can do is be clear about
where we're at and nove forward as quickly as
possible. So | think those are two things that we
can -- we can provide for you and continue to have

frank and open di scussions noving forward so |
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appreciate that. Thank you.

JUDGE DAWSON: It is 1:51 p.m on
July 11t h, 2023, and the hearing for PU 21-152 on
the Application of NSP for an Advance Determn nation
of Prudence is closed and the record is kept open
subject to the filing of late-filed exhibits and the
briefs.

This hearing is closed.

(Matter concl uded.)
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STATE OF M NNESQOTA)
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REPORTER S CERTI FI CATE

|, Janet Shaddi x Elling, do hereby
certify that the above and foregoing transcript of the
digitally-recorded proceedi ng, consisting of the
precedi ng 181 pages, is a full, true and conplete
transcript of the digitally-recorded proceedings to the
best of ny ability.

Dated July 24, 2023.

/ s/ Janet Shaddi x Elling
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Regi st ered Professional Reporter
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