2027-2029 MN ECO Cost-Effectiveness Advisory Committee (CAC)

Meeting #1

June 3, 2024
1:00 p.m. — 3:00 p.m.

Type of Meeting: Microsoft Teams Meeting

Attendees: 32 online

Meeting 1

Name Organization Name Organization Name Organization
Adam Zoet Commerce Ethan Warner | CenterPoint Lisa Beckner | Minnesota
Energy Power
Adway De Commerce Gregory Midwest Luke Xcel Energy
Ehrendreich | Energy Anderson
Efficiency
Alliance
Amalia Hicks | Cadmus Grey Staples | The Mendota | Marty Kapsch | CenterPoint
Group Energy
Amy Eilers Center for Jeremy Xcel Energy | Matt Cadmus
Energy and Petersen Wisnefske
Environment
Andy Bahn Commerce Josh Mason Rochester Nick CenterPoint
Public VanDuzee Energy
Utilities
Anthony Commerce Karl Shlanta | Xcel Energy | Noah Halmar | Commerce
Fryer
Brandon Citizens Kathy Great Plains | Tyler CenterPoint
Crawford Utility Board | Baerlocher Natural Gas Glewwe Energy
of Minnesota
Caitlin Fresh Energy | Katie Minnesota Wyatt Miller | Minnesota
Eichten O’Rourke Energy Power
Resources
Corp
Cassie Minnesota Kevin The Forward | Yunpei Minnesota
Theisen Power Lawless Curve Zhang Public
Utilities
Commission
Cory Hetchler | Connexus Kristine Greater Zach Froio Minnesota
Energy Anderson Minnesota Energy
Gas Resources
Corp
Cristina Otter Tail Lauren Commerce
Zuniga Power Sweeney
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NOTES
Meeting Began: 1:03 p.m.

Adam begins meeting and reviews. Says that participants should feel free to put comments in
chat or raise hands to speak. Notes that meeting is recorded for note-taking purposes. He will be
monitoring the chat.

Slide 2

* The Minnesota Department of Commerce (Commerce or the Department), with
technical assistance and facilitation support from the Mendota Group, leads the
effort to examine and update ECO cost-effectiveness methodologies that
Minnesota’s investor-owned utilities use to evaluate their ECO programs.

* This role is consistent with Commerce’s responsibility to ensure that utilities are
systematically and aggressively procuring cost-effective energy savings and that
evaluations and reporting are accurate.

* This Cost-Effectiveness Advisory Committee process is open to anyone interested in
participating. If you have recommendations for additional Committee members to
invite, please let us know.

* We welcome Committee members to actively engage in discussions and offer ideas.

Adam reviews welcome slide. Requests that participants let others know who might be
interested in participating.

Slide 3

Agenda

Time Topic

1:00-1:10 | Welcome and Introductions (Name, Organization)
1:10-1:20 _ Commerce’s Role / Advisory Committee Purpose
1:20-1:35 ! Background on ECO Cost-Effectiveness Practices
1:35-1:50 | Outcomes from Previous CAC Process

1:50 - 2:00 Questions

2:00-2:10 | Break
2:10-2:20 | Discussion of CAC Survey Results
2:20-2:55 | Discuss Priority 2027-2029 ECO Cost Effectiveness Updates

+ 1

2:55-3:00 | NextSteps

Grey reviews agenda slide. Mentions that the last meeting was November 2022. Reconvening
the group.

MN CIP CAC
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Advisory Committee Invitees

Name Name | Organization Name |
Adway De Commerce Jeremy Petersen Xcel Energy Lioyd Kass Franidin Energy
Amalia Hicks Cadmus Jessica Peterson Xcel Energy Luke Anderson Xcel Energy
| Andy Bahn Commerce Al Eide Great River Energy Moarty Kapsch | CemterPointEnergy |
Southern Minnesota Municipal American Council for an Enengy-
| Anthory Fryer Commerce John O'Neil Power Agency Marty Kushler Efficient Economy
Ari Twick Commaerce Josh Mason Rochester Public Utilities Matt Haley Frontier Energy
Center for Energy and
Part Environment Julie Michaly EdThefuture Matt Wisnefske Cadmus
Citizens Utility Board of Minnesota Valley Electric
Brandon Crawford Minnesola Karl Shianta Xcel Energy Michael Hinde Cooperative
Minnesota Public Utilities
Caithin Eichten Fresh Energy Kathy Baerlocher Great Plains Natural Gas Michelle Roser Commasuon
Cassie Thenien M Power Katie 0'Rourke Energy Resources Corp | | Nick Mark Xgel Energy
Cory Hetchier Connexus Energy Kavita Maini M. Chamber of Commerce | | Nick Minderman Xeel Energy
Synapse Energy
Courtney Lane Economics Kevin Lawless The Forward Curve Nick VanDuzee CenterPoint Energy
Minnesota Muricipal Power Center for Energy and
Cristina Zuniga Otter Taill Power Kim Lillyblad Agency Russ Landry Environment
Minnesota Pollution
David Bael Control Agency Kristin Piontek Minneiota Power Sami Khawaja Cadmuy
Ethan Warner CenterPoint Energy Kristine Anderion Greater Minnesota Gas Tim Wooll Synapse Energy Economics
Midwest Energy Efficiency Minnesota Public Utilities
| Gregory h Alliance Kyle Schieis Connexus Energy Wil Nissen G
| Grey Staples The Mendota Group Kurt Hauser Missouri River Energy Services ‘Wyatt Miller M Power
Minnesota Public Utilities
Jamie Staliman Great River Energy Laura Siver Commerce Yunpei Thang Commeson
Jason Grenier Otter Tall Power Lauren Sweeney C Zach Froio Minnesota Energy Resources Corp
Montana - Dakota Utilities
Jeanette LeZaks Shpstream Lisa Beckner Minnesota Power Zach Klabo Company

Grey discusses invitees slide and reiterates request for names of potential new members or
removal of those who will not be participating. No new names entered into chat.

Slide 6

ECO Cost-Effectiveness Advisory Committee

* The Cost-Effectiveness Advisory Committee acts as a forum for discussing how to
update components of cost-effectiveness models and integrate these into the
ECO process.

* The Committee functions similarly to the Department’s Technical Reference
Manual Advisory Committee, which is tasked with recommending updates to
measure energy savings technical assumptions.

* Key objectives of the Cost-Effectiveness Advisory Committee:

* Advise on ECO cost-effectiveness priority issues to explore for the 2027-2029 investor-
owned utility Triennial Plans.

* Discuss how to integrate cost-effectiveness methodology updates.

* Commerce ultimately issues formal Proposed and Final Decisions with the approved ECO
cost-effectiveness assumptions.

Grey reviews CAC purposes slide.

MN CIP CAC
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Slide 7

Relevance of Cost-Effectiveness

* With the 1970s energy crisis, legislators and regulators pushed utilities to consider
demand-side alternatives to traditional ways (power plants, etc.) of meeting customer
electricity and gas needs.

* They needed a systematic way to compare resources
+ California Standard Practice Manual emerged to value demand-side resource cost-effectiveness.
* SPM incorporated a key concept related to supply-side costs avoided (“avoided costs” = “benefits”) by
demand-side investments.
* The CA SPM included economic tests that viewed resource decisions through different lenses -
utility view (UCT), societal view (SCT), participant view (PCT), and utility ratepayer view (RIM).
* The shorthand for determining whether programs were cost-effective when viewed through the lenses
was whether the benefit/cost ratio was above 1.0.

* Many felt that the SPM improperly valued demand-side resources by not including

non-energy impacts, not adequately reflecting jurisdictional (state) regulatory and
legislative priorities, and including irrelevant tests (RIM).

Grey reviews cost-effectiveness slide.

Slide 8

Relevance of Cost-Effectiveness

« A group of organizations, funded by the Department of Energy, convened to create
the National Standard Practice Manual (NSPM) in 2017. The NSPM provided:

* guidance on developing jurisdictional cost-effectiveness tests that reflected a state’s applicable
policy goals, and
* Information on the inputs and considerations to develop and select the appropriate tests.

* The previous CAC, guided by one of the NSPM’s authors, Synapse Energy Economics,
walked through the process of developing a jurisdictional cost-effectiveness test; the
DOC subsequently approved the Minnesota Cost Test for use by utilities in evaluating
demand-side resources for their ECO programs.

* The tests that Minnesota utilities now use to assess their ECO programs follow on
the next slide.

Grey reviews relevance of cost-effectiveness slide.

MN CIP CAC
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Slide 9

Cost-Effectiveness — Minnesota Style

Test* Perspective Key Question Answered Costs and Benefits Included
Minnesota Cost Test Jurisdiction (Regulators Wil the investment reduce utility  Includes utility system costs and
/ Decision-makers) system costs while achieving benefits, plus costs and benefits
applicable policy goals? associated with achieving relevant
applicable policy goals
Societal Cost Test Society Will the investment reduce Includes costs (program costs, customer
societal costs? equipment costs) and benefits
experienced by society as a whole
Utility Cost Test Utility system Will the investment reduce utility Includes utility system costs (program
system costs? costs) and utility system benefits
Participant Cost Test Participating customers  Will the customer’s investment Includes costs (equipment, bill
reduce their utility costs? increases) and benefits (bill decreases)

experienced by customers who
participate in programs

Ratepayer Impact Impact on utility rates Will the investment reduce utility Includes utility system costs (program
Measure rates? costs and lost revenues) and utility
system benefits.

* Names are frequently abbreviated by dropping “Cost”.

Grey reviews the tests that Minnesota utilities use to evaluate programs and portfolios for cost
effectiveness. He does sound check but his audio had been cutting out previously.
Adam: All good now.

Slide 10

Outcomes from Previous CAC Process

* Based, in part, on input from the previous CAC process, the Deputy Commissioner’s
March 31, 2023, Decision (CIP-23-46) adopted the Minnesota Cost Test (MCT) as the
primary cost-effectiveness test for evaluating energy efficiency, load management,
and efficient fuel-switching programs for the 2024-2026 Triennial Plans.

* The CAC held eight meetings and received significant input from Synapse Energy
Economics in walking the committee through the National Standard Practice
Manual’s (NSPM) guide for developing a jurisdiction-specific cost-effectiveness test.

* The Decision also adopted the Societal Cost Test, the Utility Cost Test, the Participant
Cost Test, and the Ratepayer Impact Measure as secondary tests.

« Staff also updated the BENCOST spreadsheet model that gas utilities use to evaluate
gas programs.

Grey reviews outcomes from previous CAC process. Grey emphasized that previous process
was very effective and collaborative and that CAC members provided significant input.

MN CIP CAC
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Slide 11

Anticipated Timeline

* Begin CAC process in June 2024.

* CAC process is spread over 1.5 years.

* CAC meetings would occur every other month.
* Ad Hoc additional meetings as needed.

* Concludes with Deputy Commissioner issuing Decision by Q1 2026 (prior to 2027-
2029 Triennial submissions, due in June 2026).

Grey reviewed the high-level schedule. Will have a slow role to Q1 2026 Deputy Commissioner
decision.

m COMMERCE
DEPARTMENT

Adam: No questions in the chat.
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Slide 14

Discussion of CAC Survey Results

* The survey sought input from CAC participants regarding priority areas of focus and
ways to improve the process.

* We received ten responses.

* Thank you to all of those who contributed to the survey.

* The survey posed six questions:

* Please rate the following topics in terms of priority (those on which the CAC should focus)
* What worked well with the previous CAC

* What could be improved?

* What would you like to see maintained and what changes do you propose?

* Do you have additional suggested topics that the CAC should consider?

* Is there anything else you would like to share?

Grey reviews survey results.

Slide 15

Topics on Which the CAC Should Focus

* Greatest interest wasin

reviewing current Minnesota
Test estimates with possible
revisions to the MCT.

* Also scoring high were adding
elements to the Minnesota
Test, the role of Secondary
Tests, and updating CE
guidance.
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Grey mentions that information is blurry on his screen. Others say it looks fine. We are
providing a table and scores to show the results more clearly.

Topic Score
Review current MN Test estimates with possible revisions 3.78
Identify and estimate new MN Test Impacts 3.44
Consider role of secondary tests (Societal Cost Test, Participant Cost Test, etc.)
and estimates of Impacts included in each 3.33
MN CIP CAC
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Topic Score

Updated cost-effectiveness guidance for Efficient Fuel-Switching and Load

Management programs 3.33

Developing templates to report cost-effectiveness in Triennials and Status

Reports 3

Updates to avoided electric Transmission and Distribution costs 3

Fixes to BENCOST model 2.89

Other 2.56
Slide 16

Changes, Improvements, Ideas

* Respondents generally felt the previous process worked well.

* Suggested improvements included:
« Seek to engage more participants
* Bring in guest speakers/have group subject matter experts lead discussions

* Deeper dive on transportation electrification and how cost-effectiveness tests apply

* Suggested additional topics:

+ Examine additions to Minnesota Cost Test, develop estimates for low-income impacts, revisit -
commodity cost of gas and gas escalation rate and societal discount rate, consider including
avoided gas distribution costs

Grey reviews changes, improvements, ideas slide. He mentions that Minnesota is different in
allowing programs to consider savings fuels other than "regulated" fuels (electricity and gas).
Utilities can consider saving petroleum in their evaluations of Efficient Fuel Switching measures.

Slide 17

Discuss Priority ECO Cost Effectiveness Updates

* From the March 31, 2023, Decision:

* Order Point 5d: For future triennials, the Deputy Commissioner directs Staff to explore
establishing estimation methods for avoided marginal energy costs that both facilitate using the
most up-to-date information possible and that enable this data to be shared publicly.

* Order Point 6¢: Gas BENCOST Inputs: Related to the Commodity Cost input, for future triennials,
the Deputy Commissioner directs Staff to evaluate if there is an accurate, publicly available data
source for Minnesota forecasted natural gas prices as a possible replacement for historical utility
PGA costs.

Order Point 6d: Gas BENCOST Inputs: Related to the Project Lifetime input, as part of the
TRMAC, the Deputy Commissioner instructs Staff to revisit measure lifetimes in the next TRM
cycle to determine what, if any, adjustments could be made to increase expected lifetime for
prescriptive measure assumptions beyond 20 years.

MN CIP CAC 8
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Grey reviews Deputy Commissioner's priority updates that CAC will review.

Slide 18

Discuss Priority ECO Cost Effectiveness Updates

* Estimate key MN Test impacts:
* Estimate new impacts not currently quantified in the MN Test.
* Update existing impacts that were previously quantified in the MN Test.

* Estimate a manageable mixture of both utility system impacts and non-utility system
impacts
* Prioritize those that have the greatest impact.
* Estimate Key Secondary Test impacts:
* Refine how participant costs and benefits are quantified since the PCT is an important secondary

test.

* Update cost-effectiveness technical guidance for EFS and LM programs.

Grey reviews priority ECO cost effectiveness updates. He emphasizes that Participant Test is a
key secondary test, particularly for Efficient Fuel Switching where you have increased use of one
fuel and reduced use of another fuel. He mentions that the last Minnesota legislative session
included changes to the ECO statute and this may impact cost effectiveness guidance.

Slide 19
t - 1 + This table summarizes the impacts that
S e are part of the Minnesota Cost Test
I Ty framework.
R b P * An * indicates impacts that are
v iy Ot t S —— currently quantified to estimate cost-
| e effectiveness and are included in the
s e — IOUs’ 2024-2026 ECO cost-
o [ o e effectiveness analyses using the MCT.
» — 1 * Impacts that do not have an * symbol
1 T — e _ are not currently quantified as part of
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——.. —— 1 e approved estimation methodology.
N — Sy * These impacts are assigned a value
I . ] =3 ! e equal to 0 for the IOUs’ 2024-2026 ECO
e P cost-effectiveness analyses using the
) et MCT.

Grey reviews the impacts that are part of the Minnesota Test.

MN CIP CAC 9
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Slide 20

| e E. Latgary

* This table summarizes the
impacts the Deputy
Commissioner approved
for the MCT and the
secondary tests’
frameworks.

* For 2024-2026 ECO cost-
effectiveness analyses
using the secondary tests,
utilities were authorized to
include estimates for
impacts that are not
currently quantified or do
not have an approved
methodology.

e

Grey reviews slide showing what factors are considered with each test. He mentions that the
major difference between the Minnesota Test and the previous primary test - the Societal Cost
Test - is the removal of Participant costs and benefits.

Zach Froio in chat: Can someone please provide insight on the rationale/decision to not include
customer costs in the MCT?

Gregory Ehrendreich in chat: The simple explanation is that costs were being quantified but not
benefits = not symmetrical

Adam responds to the question live by saying that the participant portion in the MCT wasn’t
symmetrical because it would include mostly quantified Participant costs but not benefits. That
might be something we examine with this process.

Grey mentions that this would require an entire separate effort to value participant benefits.
There were participants who wanted to do that, and quantify participant benefits. This is also a
factor with the Participant test.

MN CIP CAC 10
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Slide 21

Other Potential Updates

* Incorporate improvements to the reporting process to ensure that data utilities
submit is readily reviewable (and comparable between utilities) and that
calculation methods are transparent.

* Update electric T&D avoided cost values.

* Leading up to 2024 Status Report Submissions:

* Are there required fixes to the BENCOST model? If so, consider issuing a revised version of
the BENCOST leading up to the 2024 Status Report filings.

* Do CAC members have other ideas for potential updates?

Grey reviews other potential updates. Purpose of improving the reporting process is to have
consistency in the way utilities report information and analyze relevant information. This will
help the Department review utility filings.

Grey mentions that reason for focusing on the BENCOST model is that there were many

changes incorporated into the spreadsheet model to reflect the cost effectiveness updates.
Concern that there could be issues with the model. No utility indicated any issues.

Slide 22

m COMMERCE
DEPARTMENT
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Jeremy mentions that Xcel Energy is proposing to update avoided transmission and distribution
costs by incorporating temporal factors, and identify areas on the distribution network that may
benefit from geotargeted dispatch or program delivery. T&D study is high priority for Xcel. Is
very data intensive. Will help with geotargeting efforts.

Grey asks Jeremy whether Xcel is in the process or whether they are planning to do this?

Jeremy indicates that Xcel is planning to do this and incorporate a study of hourly impacts from
EE and EFS on the system.

MN CIP CAC 11
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Grey asks about timing and whether other electrics are thinking the same?
Jeremy says they hope to develop it for next Triennial.

Cristina says that Otter Tail is not currently looking at an update.

Lisa says that Minnesota Power also not looking into it. She can take it back and ask T&D folks
whether they would be interested in digging more deeply into the topic.

Grey mentions that, with the previous study, there was interest in getting more granular T&D
impact information. However, there were challenges and the ability to use the information also
requires detailed information about where on the grid measures are being installed.

Kevin question for Jeremy in chat: If geotargeting for efficiency measures is being considered,
is it likely to be a factor in efficient fuel switching as well?

Jeremy says that, yes, it will apply to EE, EFS, and demand response.

Grey explains the way cost-effectiveness tests work related to geo-targeting. Geo-targeting aims
to focus EE and DR measures and impacts on certain parts of the grid that are constrained. Have
non-wires alternatives in place of distribution system upgrades. But, as Kevin points out in the
chat, there is a flipside to this that an area may have heavy electrification in area with constraints.
This would increase load on that part of the grid. All different ways programs can impact the
grid. Kevin further points out in chat that it may not only be constrained areas but also
underutilized distribution capacity. May have plenty of capacity in area and so it's beneficial to
promote EFS in an area. This all depends on getting information about what's happening on
specific parts of the grid. It seems that Xcel is looking at getting information about the grid and
possibly also about how interventions can complement the information about the grid.

Jeremy points that, ten years ago, Xcel didn't do distribution studies but that now they are pretty
routine. For gas resource planning, Xcel proposed a strawman they do their gas distribution
planning (Gas Resource Plan) at the same time as next Triennial. A general topic of interest in
how cost effectiveness analyses can borrow from other proceedings.

Grey asks Jeremy: To have greater consistency in the information?

Jeremy: What information can be pulled from the different analyses.

Adway to Jeremy in chat: What is the modeling software Xcel is using?

Jeremy says they are using LoadSEER. He's not sure what's publicly available.

Grey says that we have topics that warrants further discussion: updates to T&D information and

ways that the CAC can coordinate cost effectiveness efforts with other proceedings. This could
also include META and NGIA - other efforts that are using cost-effectiveness analyses.

MN CIP CAC 12
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Slide 24

Detailed Timeline

Phase 1: Identifying Priority Updates/Changes (Bi-Monthly Meetings)
» Meeting 1 (June 3, 2024): Kick-Off

* Meeting 2 (August 2024): Discuss updates to MN'’s applicable policy goals and whether they merit any
changes to the non-utility system impacts included in the MN Test’s framework.

* Meeting 3 (October 2024): Discuss currently included utility system impacts. Identify whether method
updates are needed. Discuss new/additional utility system impacts to prioritize including in the tests.

* Meeting 4 (December 2024): Discuss currently included non-utility system impacts. Identify whether
method updates are needed. Discuss new/additional non-utility system impacts to prioritize including in
the tests.

Grey discusses the more detailed timeline.

Slide 25

Detailed Timeline

Phase 2: Developing Methodologies and Quantifying Impacts

* Meeting 5 (February 2025): Discuss next phase of CAC process, priority impacts, tasks, and timeline.
* Meeting 6 (April 2025): Draft EFS and LM cost-effectiveness analysis updated guidelines.

* Meeting 7 (June 2025): Draft utility system impact method descriptions.

* Meeting 8 (August 2025): Draft non-utility system impact method descriptions.

* Meeting 9 (December 2025): Discuss near-final methodology descriptions and draft impact estimates.
Next steps leading up to Proposed Decision filing.

* Q1 2026: Deputy Commissioner issues Decision.

Grey summarizes purpose of the kick off meeting. Also need to consider whether legislative
updates will affect cost effectiveness.

Anthony says that the Department is still reviewing the legislative changes. Not sure that there is
much that impacts cost effectiveness. The legislation impacts efficient fuel switching, but not the
cost effectiveness aspects of EFS.

Kevin in chat asks if transportation is to be included should we specifically draw out a
methodology for addressing gasoline/diesel cost forecasts, does this fit in your agendas

somewhere?

Adam says it's worth discussing where it would fit.

MN CIP CAC 13
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Grey says that it would be interesting to hear from the utilities about how they are handling.
Guidance adopted GHG impacts from other fuels, not cost issues. Xcel and Otter Tail proposed
measures that displace gasoline.

Karl mentions that Xcel's Triennial included gasoline and propane and applied that same
methodology to diesel. They didn't wind up doing diesel measures. They used the previous two
year gas prices (2021-2022) from EIA. They escalated the values at Xcel's general escalation rate
of 1.65%. The detail is in Xcel's Triennial filing.

Adam mentions to the group that the Department welcomes additional comments from
members.

Grey says we'll provide copies of the slides and notes from the meeting.

Meeting ended: 2:00 p.m.

MN CIP CAC 14
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