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Northern States Power Company, a Minnesota corporation (“Xcel Energy” or the
“Company” or “NSPM”) submits the following information to the South Dakota
Public Utility Commission (“Commission” or “SDPUC”) as required by South

Dakota Administrative Rules Part 20:10:21.

20:10:21:04 EXISTING ENERGY CONVERSION FACILITIES

The Company has one existing energy conversion facility in South Dakota. The table
below provides the required information on this facility.

Angus Anson
1 | Location Sioux Falls, South Dakota
2 | Type Combustion Turbine
Nameplate Capacity | 120 MW (unit 2)
120 MW (unit 3)
150.58 MW (unit 4)
3 | Net Capacity Summer: 111 MW (unit 2)
114.5 MW (unit 3)
158.43 MW (unit 4)
Winter: 128.0 MW (unit 2)
128.0 MW (unit 3)
180.0 MW (unit 4)
Annual Production 2000: 208,051 MWh (total)
2007: 278,087 MWh (total)
4 | Water Source and NA
Annual Consumption
5 | Fuel Type Natural Gas Fuel Oll
Source Northern Natural Gas Co.!
Annual Consumption | 20006: 2,685,519 MMBtu | 2000: 151,136 gal
2007: 2,963,169 MMBtu | 2007: 4,588,261 gal

20:10:21:05 PROPOSED ENERGY CONVERSION FACILITIES

NSPM and Northern States Power Company, a Wisconsin corporation (“NSPW”),
operate their upper midwest generation resources on a five-state integrated system
basis (South Dakota, North Dakota, Minnesota, Wisconsin and Michigan). We

identify our resource needs in our Resource Plan, the most recent of which was filed
with the Minnesota Public Utilities Commission (“MPUC”) on December 14, 2007,
(Docket No. E002/RP-07-1572) and provided to the Commission shortly thereaftet.

' The natural gas fuel is purchased from independent third party suppliers and delivered through the Northern Natural
Gas interstate pipeline system.



We are currently in the comment period on this docket. Appendix A provides the
Executive Summary of the Company’s 2007 Resource Plan proposal and our
comments submitted June 16, 2008.

The Company is working to expand the capacity and extend the lives of several of our
most strategic generating facilities, rather than replace those facilities with new — and
more costly — generating facilities.

e We continue with our rehabilitation and repowering of Twin Cities Metro Area
coal plants. The improvements to the Allen S. King plant located in Stillwater,
Minnesota; the Riverside plant located in Minneapolis, Minnesota; and the High
Bridge plant located in St. Paul, Minnesota are expected to increase Company-
owned generating capacity by over 400 MW. These upgrades are expected to
be completed by May 2009.

e As discussed in the 2007 Resource Plan, we are proceeding with upgrades at
our Sherburne County (“Sherco”) Generating Facility. The Sherco upgrades
will result in up to 80 MW of additional base load capacity as well as significant
updates to pollution control systems.

e On February 14, 2008, we also filed an application for a Certificate of Need for
an extended power uprate at our Monticello nuclear generation plant (MPUC
Docket No. E002/CN-08-185). This power uprate will result in 71 MW of
additional base load capacity and associated energy.

e On May 16, 2008, we filed applications for two Certificates of Need involving
our Prairie Island nuclear generating plant: one to implement an extended
power uprate, and the second for additional dry cask storage to support life
extension until 2033/2034 (MPUC Docket Nos. E002/CN-08-509 and
E002/CN-08-510, respectively). The uprates at Prairie Island will result in an
additional 164 MW of additional base load capacity and associated energy.

In addition to the 400 MW increase due to repowering King, High Bridge and
Riverside, the Sherco and the Monticello and Prairie Island power uprates will result
in 315 MW of additional capacity at existing units becoming available in the 2009 —
2015 timeframe.

On December 24, 2007, the MPUC issued a Certificate of Need in MPUC Docket
No. E002/CN-07-873 for a Company-owned 100 MW wind farm (Grand Meadow)
to be constructed near Austin, Minnesota. The Grand Meadow project is presently
scheduled to be online no later than December 31, 2008, to take advantage of the
tederal Production Tax Credit (“PTC”). The Company also plans to acquire 500 MW
of Community Based Renewable Energy Resources by 2010.



In addition, MinnDakota Wind, LL.C owns a 150 MW wind facility located on the
Buffalo Ridge along the Minnesota and South Dakota border. Approximately 55.5
MW of the project’s generation is located in South Dakota. The project achieved
commercial operation on January 1, 2008. The MinnDakota wind farm consists of
100 1.5 MW GE SLE turbines. The facility is interconnected at the Company’s 115
kV-34.5 kV Yankee substation. The Company purchases the output of this 150 MW
wind farm through a purchased power agreement (“PPA”).?

In 2007, the Minnesota Legislature adopted expansive legislation regarding carbon
management, renewable energy, and demand-side management (“DSM”). Xcel
Energy supports these initiatives, and believes that they set the foundation for a
reasonable cost, environmentally sound energy future. To these ends, we will among
other efforts, be adding 2,600 MW of additional wind resources, increasing our DSM
efforts by approximately 30 percent in terms of energy and 50 percent in demand
savings, and plan carbon reductions of 22 percent below 2005 levels by 2020, a 6-
million ton reduction.

We will fulfill additional future electric generating resource needs through both a
competitive bidding process and new generation projects. The specific generation
technology and location of future generation facilities will be determined through our
resource planning process and through the competitive bidding process.

20:10:21:06 EXISTING TRANSMISSION FACILITIES

Listed below are Xcel Energy’s existing transmission facilities operating at 115 kV or
above in South Dakota. They are all located in the southeastern portion of the state.
A map showing the location of Xcel Energy’s transmission lines is included as
Appendix B.

Type 115 kV - AC

1. Lawrence Substation in Sioux Falls to the Lincoln County Substation south of
Sioux Falls - 11 miles.

2 MinnDakota Wind has proposed to construct a second, 200 MW wind farm near Brookings, South Dakota. This
wind farm would be entirely within South Dakota. The Company's 115 kV transmission line construction project
pending Commission approval in Docket No. EL08-001 would allow interconnection of this wind farm to the NSPM
transmission system for deliveries to load centers. However, the Company has not entered into a PPA with
MinnDakota to purchase the wind generation from the second wind farm.

2



10.

11.

12.

13.

14.

15.

Lincoln County Substation south of Sioux Falls to the Cherry Creek Substation
(west side of Sioux Falls) - 10 miles.

Cherry Creek Substation to the Grant Substation west of Sioux Falls - 24 miles.
Grant Substation west of Sioux Falls to Northwestern Energy (Northwestern)
at Mitchell - 24 miles to Wolf Creek Interconnection owned by Xcel Energy;

the remainder is owned by Northwestern.

T.awrence Substation in Sioux Falls to the Western Area Power Administration
(WAPA) Substation in Sioux Falls - 1 mile.

Lawrence Substation in Sioux Falls to the Split Rock Substation approximately
5 miles northeast of Sioux Falls (circuit #1) - 2.5 miles.

Split Rock Substation to the Pathfinder Substation approximately 4 miles
northeast of Sioux Falls - 0.8 miles.

Pathfinder Substation to the Pipestone Substation in Pipestone, Minnesota.
Approximately 34.5 miles of this line are in the state of South Dakota - 43 miles
total.

Lawrence Substation in Sioux Falls to the Split Rock Substation approximately
5 miles northeast of Sioux Falls (circuit #2). Approximately 1 mile of this line
is double-circuited with the Split Rock-Magnolia 161 kV line; 2.2 miles total.
Split Rock Substation to the West Sioux Falls Substation - 17.3 miles.

West Sioux Falls Substation to the Cherry Creek Substation - 3.5 miles.

Split Rock Substation to Cherry Creek - 21 miles.

Split Rock to Angus Anson generating plant - 0.28 miles.

Split Rock to Angus Anson generating plant # 2 - 0.43 miles.

Brookings County to Yankee - 3.7 miles of this line are in South Dakota; 13
miles total.



Type 161 kV - AC

1. Split Rock Substation approximately 5 miles northeast of Sioux Falls to I'TC
Midwest, LLC (“ITC Midwest”) interconnection near Luverne, Minnesota.’
Approximately 1 mile of this line is double-circuited with the second Lawrence-
Split Rock 115 kV line. Approximately 11 miles of this line are in the state of
South Dakota - 20 miles total.

Type 230 kV - AC
1. Split Rock Substation to the WAPA Sioux Falls Substation - 1 mile.
Type 345 kV - AC

1. Split Rock Substation northeast of Sioux Falls to the WAPA’s 345 kV line to
Watertown. This is a 5.1 mile line with 2.5 miles double circuit but one circuit
is not energized.

2. Split Rock Substation northeast of Sioux Falls to the WAPA’s 345 kV line to
Sioux City. This is a double-circuit line - 5.1 miles with the Split Rock-Nobles
line.

3. Split Rock-Nobles County-Lakefield Junction. 345 kV line Approximately 10
miles of this line are in the state of South Dakota - 90.8 miles total. 5.1 miles
are double circuit with the Split Rock-Sioux City line.

20:10:21:07 PROPOSED TRANSMISSION FACILITIES

A. Wind Generation Outlet

Xcel Energy has received a Certificate of Need from the MPUC (Docket No.
E002/CN-006-154) for electric transmission development to provide generation outlet
capability for anticipated wind and other renewable generation development along the
Buffalo Ridge, which runs from Northeastern South Dakota through Southwestern
Minnesota into Northwestern Iowa. Included are two electric transmission lines that
extend into South Dakota. These are:

*In eatly 2008, I'TC Midwest purchased all of the high voltage electric transmission facilities of Interstate Power and
Light Company (Alliant Energy) in Iowa, Minnesota and Illinois.
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e A second 345 kV line from the WAPA White substation near Brookings to the
new Xcel Energy Brookings County 345-115 kV substation. This line will be
0.4 miles long and located in South Dakota.

e A second 115 kV line from near Brookings, South Dakota (the new Xcel
Energy Brookings County 345-115 kV substation is located 0.4 miles from the
WAPA White Substation) east to Lake Benton, Minnesota. Approximately 6.5
miles of this 13-mile line would be in South Dakota. The Company’s
application for a Facility Permit to construct the 115 kV line is pending
Commission action in Docket No. EL08-001.

B.  CapX 2020 Proposals

A group of investor-owned, cooperative and municipal utilities in Minnesota, eastern
North Dakota, eastern South Dakota, and western Wisconsin, completed a high-level
visionary study looking at the bulk transmission needs in their combined market areas
over the next 15 years. This analysis, known as CapX 2020, identified the possible
need for 345 kV lines from western South Dakota to the Twin Cities. One of these
lines was expected to pass through the Brookings area due to its proximity to the high
quality wind resources of the Buffalo Ridge and eastern South Dakota.

From this vision study the CapX 2020 utilities developed more specific proposals for
the first group of new high voltage lines needed, referred to as Group 1 projects. The
Group 1 projects include three 345 kV projects, and one 230 kV project. The first of
these facilities is proposed to be placed in service in 2011 and the other facilities will
be placed into service over the following years ultimately completing in 2015. The
approximate lengths and general location of the proposed 345 kV and 230 kV lines
are as follows:

e A 230 mile, 345 kilovolt line between Brookings, South Dakota, and the
southeast Twin Cities, plus a related 30 mile, 345 kilovolt line between
Marshall, Minnesota, and Granite Falls, Minnesota.

e A 250 mile, 345 kilovolt line between Fargo, North Dakota, and Alexandria,
St. Cloud and Monticello, Minnesota.

e A 150 mile, 345 kilovolt line between the southeast Twin Cities, Rochester,
Minnesota, and LaCrosse, Wisconsin.

e A 68 mile, 230 kilovolt line between Bemidji and Grand Rapids, Minnesota.

Xcel Energy and Great River Energy filed a Certificate of Need application for the
three 345 kV projects with the MPUC on August 16, 2007, in MPUC Docket No.
ET2, E002/CN-06-1115. The Certificate of Need application is now being



considered in public hearings and contested case hearings. A portion of the proposed
Brookings County — Twin Cities 345 kV project would be constructed in South
Dakota. The CapX 2020 participants intend to submit an application for a Facilities
Permit to the South Dakota Public Utilities Commission in December 2008.

A Certificate of Need application for the 68 mile 230 kV project was filed with the
MPUC on March 17, 2008, in MPUC Docket No. E017, E015, ET6/CN-07-1222.

The CapX 2020 projects would benefit South Dakota by improving transmission
infrastructure and reliability, alleviating the existing constraints on deliveries, and
expand transmission capability to allow expanded generation investment, especially
wind generation.

More information about the CapX 2020 initiative is available at www.capx2020.com.

20:10:21:08 COORDINATION OF PLANS

All major transmission planning performed by Xcel Energy is now coordinated
through the Midwest Independent Transmission System Operator, Inc. (“Midwest
ISO”) on a regional basis, consistent with the Federal Energy Regulatory Commission
(“FERC”) orders (a) dated May 2000 authorizing the transfer of functional control of
the Company’s high voltage transmission system to the Midwest ISO; (b) dated
December 2001 finding the Midwest ISO to be the first FERC-approved regional
transmission organization (“RTO”); and dated February 15, 2007 (Order No. 890),
requiring RTOs and their member utilities to use coordinated regional planning.* The
Midwest ISO issues an annual Midwest ISO Tranmission Expansion Plan (“MTEP”)
after coordinated planning and stakeholder review. Prior to 2007, these plans were
issued biennially. MTEP 2007 was approved by the Midwest ISO Board of Directors
in December 13, 2007 and is available at the Midwest ISO web site at
www.midwestiso.org.

The Midwest ISO is continuing the use of the existing subregional planning groups of
the Mid-Continent Area Power Pool (“MAPP”) which coordinate the planning of the
utilities within the MAPP region. This coordination applies to all NSPM facilities in
North Dakota, South Dakota, and Minnesota and NSPW facilities in Wisconsin and
Michigan. As a result of complying with the FERC Order No. 890 rules, Midwest

4 Preventing Undue Discrimination and Preference in Transmission Service, Order No. 890, 72 FR 12266 (March 15, 2007), FERC
Stats. & Regs. 9§ 31,241 (2007) (Otrder No. 890), order on reb’s, 73 Fed. Reg. 2984 (Jan. 16, 2008), FERC Stats. & Regs.
31,261 (2008) (Otder No. 890-A); order on reh’s 123 FERC 61,299 (Otder No. 890B) (June 23, 2008). The Midwest
ISO’s Order No. 890 regional transmission planning process was conditionally accepted for filing in Midwest Independent
Transmission System Operator, Inc., 123 FERC 61,164 (May 15, 2008).
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ISO has also implemented its own Sub-Regional Planning Meetings. The Company
participates in the Western Region meetings. The Midwest ISO coordinates these
meetings with the Northern MAPP Sub-regional Planning Group (“SPG”) meetings.
Both of these groups provide forums for stakeholder input and coordination of plans
and NSPM actively participates in each one. This joint planning is intended to
maximize use of existing facilities and minimize the amount of new facilities.
Additional regional planning coordination is provided by the Dakotas-Montana Power
Suppliers Group.

Another example of this coordination by the utilities is the formalization of the
Minnesota Transmission Owners (“MTO”) organization. The MTO consists of all
transmission owning utilities in Minnesota. The MTO was formed to submit
coordinated biennial transmission planning reports to the MPUC as required by Minn.
Stat. 216B.2425. Some MTO utilities also serve eastern North Dakota and eastern
South Dakota. The MTO group is presently developing coordinated short-term
regional plans and longer term (25 years) vision plans for the bulk transmission needs
throughout the upper Midwest and the transmission required to meet the various
states’ Renewable Energy Standards. The MTO utilities also coordinate their planning
with the CapX 2020 planning processes, the MAPP SPG processes and the Midwest
ISO MTEP process.

20:10:21:09 SINGLE REGIONAL PLANS

See previous discussion. Xcel Energy is continuing to work with the Midwest ISO
and other area utilities to evaluate potential transmission needs in the future and to
develop coordinated regional plans as required to meet those needs.

20:10:21:10 SUBMISSION OF REGIONAL PLANS

Regional Plans, by virtue of their geographic coverage, involve a collaborative effort
of multiple utilities. As the CapX 2020 etfort has shown, NSPM and the other utilities
in this region are actively analyzing and developing a coordinated regional plan. This
analysis includes the active participation of the MTO, the MAPP SPGs and the
Midwest ISO. This effort is part of the Midwest ISO MTEP regional planning
process. As specific plans for additional facilities are developed, they will be
submitted with subsequent ten-year plans.

The Midwest ISO MTEP is subject to review and approval by the Midwest ISO’s
independent board of directors. Proposals to construct specific MTEP approved
facilities in South Dakota would be submitted for Commission approval, where
required.



20:10:21:11 UTILITY RELATIONSHIPS

NSPM is a utility operating company subsidiary of Xcel Energy Inc., a public utility
holding company, and is affiliated with three other regulated public utilities: NSPW,
Public Service Company of Colorado, and Southwestern Public Service Company.
NSPM is a member of the Midwest ISO, the first FERC-approved regional
transmission organization, or RTO. As an RTO, the Midwest ISO provides regional
tariff administration services and operates a Day-ahead and Real-time regional
wholesale energy market pursuant to its Open Access Transmisssion and Energy
Markets Tariff (“TEMT”). The Midwest ISO has proposed to implement a regional
planning reserve market in 2009, pursuant to Module E of the TEMT.> The Midwest
ISO is also the Regional Reliabilility Coordinator for the NSP System.

Xcel Energy remains a member of MAPP for purposes of the MAPP Regional
Transmission Committee (“RTC”), which continues to provide certain transmission
planning functions.’

Xcel Energy is also a member of the Midwest Reliability Organization (“MRO”),
which is the Regional Entity responsible for enforcement of mandatory electric
reliability standards adopted by the North American Electric Reliability Corporation
(“NERC”).

The Company contracts with the WAPA for certain transmission services needed to
serve the Company’s retail loads in South Dakota.

20:10:21:12 EFFORTS TO MINIMIZE ADVERSE EFFECTS

Xcel Energy uses a multi-step effort to minimize adverse effects resulting from siting,
constructing, operating and maintaining large electric generating plants and high
voltage transmission lines. These efforts relate to long-range planning and
coordination, environmental site and route analysis, and mitigative construction and
operation practices.

Xcel Energy coordinates its plans for high voltage transmission facilities with the
Midwest ISO, other area power suppliers and load serving entities in order to develop,

® Effective September 9, 2009, the Midwest ISO will begin to provide a regional ancillary services market (“ASM”).

® Prior to June 1, 2008, the Company was also a member of the MAPP Generation Reserve Sharing Pool (“MAPP
GRSP”), which provided generation reserve sharing through the Midwest Contingency Reserve Shating Group
Agreement (“Midwest CRSGA”) administered by the Midwest ISO. Effective June 1, 2008, the Company terminated its
patticipation in the MAPP GRSP, and is now a ditect patticipant in the Midwest CRSGA.



whenever possible, joint use facilities. Coordination with others can reduce the
number of facilities by providing for joint ownership and operation of individual
tacilities.

Once the need for generation or transmission is identified, an initial site or route
search is begun by defining a broad study area in which the facility should be located.
A broad range of information about the physical, biological and cultural environment
within the study area is collected. As information on such factors as land use, air and
water quality, plants and animals, transportation and social services, and local and
regional employment becomes available, various siting criteria are used to define
preferred and alternate routes and sites. Xcel Energy prefers to develop a project with
the cooperative assistance of state and local agency officials, neighboring transmission
utilities (such as Northwestern, WAPA, Missouri River Energy Services and ITC
Midwest), and possibly affected landowners in order to assure the widest possible
considerations of information, concerns and options. It is Xcel Energy’s policy to
ensure compliance with all local, state and federal regulatory requirements in the
development and location of proposed projects.

Because of the detail involved in a major generation or transmission project, Xcel
Energy prefers to complete detailed site and route engineering once permits have
been granted. This allows last minute adjustments to be completed, which can take
into account concerns that may arise during construction. Such flexibility allows
concerns regarding factors such as structures, locations, land use and construction
techniques to be mitigated without undue delay and expense.

Xcel Energy is committed to working with affected landowners to mitigate
environmental and land use problems which may arise in relation to necessary and
proper construction and maintenance activities.

20:10:21:13 LOAD MANAGEMENT EFFORTS

Xcel Energy’s conservation and load management efforts in South Dakota help
reduce pollution, delay or avoid more expensive electric generation, reduce peak
demands especially during the summer months, and encourage customers to improve
the efficiency with which they use energy. The current product portfolio includes a
mix of residential, commercial, and industrial programs. Xcel Energy offers voluntary
time-of-day rates and Peak Controlled rates for Small Business, Commercial &
Industrial customers as well as the Saver’s Switch® programs for both Residential and
Small Business customers. Time-of-Day rates offer reduced rates for electric use
during off-peak periods; Peak Controlled rates provide savings on demand charges for
agreeing to reduce loads to contracted levels when we call on them; and Saver’s



Switch® for business and residential customers is a direct load control program that
pays customers during the summer months for allowing us to reduce participants’ air
conditioning loads by approximately 50 percent during peak demand periods June
through September.

20:10:21:14 LIST OF REPORTS RELATED TO PROPOSED FACILITIES

Butffalo Ridge Incremental Generation Outlet Electric Transmission Study, June 15,
2005.”

CapX 2020 Technical Update: Identifying Minnesota’s Electric Transmission
Infrastructure, May 2005.°

Southwest Minnesota —T'win Cities EHV Development Electric Transmission Study,
November 2005.°

20:10:21:15 CHANGES IN STATUS OF FACILITIES

We continue with our rehabilitation and repowering of Twin Cities Metro Area coal
plants. The improvements to the Allen S. King plant located in Stillwater, Minnesota;
the Riverside plant located in Minneapolis, Minnesota; and the High Bridge plant
located in St. Paul, Minnesota are expected to increase Company-owned generating
capacity by a total of approximately over 400 MW. These upgrades are expected to be
completed by May 2009.

20:10:21:16 PROJECTED ELECTRIC DEMAND

NSPM and NSPW operate an integrated electric generation and transmission system
(the “NSP System”) serving customers in South Dakota, North Dakota, Minnesota,
Wisconsin and Michigan. The forecast of the Company's native energy requirements
and peak demand for the State of South Dakota jurisdiction is shown in Table Xcel
Energy-SD-1. Xcel Energy produces its long-range “median” forecasts of native
energy requirements, summer peak, and winter peak demand. Xcel Energy plans to
meet the needs of the integrated NSPM/NSPW generation and transmission system
(the “NSP System”). For planning purposes, Xcel Energy also develops a bandwidth

" This report identifies the transmission associated with the increased ability of the transmission system subsequent to
the above planned transmission facilities on the Buffalo Ridge in Brookings County, South Dakota and southwestern
Minnesota to provide additional generation outlet capability for anticipated wind and other renewable generation
development noted in section 20:10:21:07. The Company’s Facility Permit application in Docket No. ELL08-001
included a copy of this study.

® These reports identify the transmission plan associated with the 345 kV line from Brookings, SD to the Southwest
Twin Cities noted in section 20:10:21:07.
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(called semi-high and semi-low scenarios) to supplement its “median” forecasts.
These two scenarios are intended to describe uncertainty in a business-as-usual
context: a relatively narrow range of US economic growth with no basic change in the
relationship between the regional and national economies. Table Xcel Energy-1
through Table Xcel Energy-3 show the long-range system forecast of native energy
requirements, summer peak, and winter peak demand for the NSP system. Table Xcel
Energy-SD-1 shows the South Dakota portion of the NSP System forecast.

The forecast for the NSP System is based on forecasts of jurisdictional sales by major
customer class: residential with and without space heating, small commercial and
industrial (“SC&I”), and large commercial and industrial (“LC&I”). Each customer
class is modeled independently for the five states included in the NSP System. The
native energy requirements are determined by applying a loss factor on total sales.
The NSP System peak is apportioned to jurisdictions based on the native energy
requirements by state and the load factor by state. Consequently, the summer and
winter “peak loads” provided in Table Xcel Energy-SD-1 represent the South Dakota
jurisdiction customer demand at time of total System seasonal peak demand. This
“coincident” demand is appropriate for generating capacity requirement forecasting,.

It is important to note, however, that a “non-coincident” peak demand must be used
in evaluating transmission capacity requirements. This is because the transmission
system must be able to supply the full local customer demand at all times. Due to
load diversity caused by weather variations within the multi-state NSP System, peak
customer demands in Xcel Energy’s South Dakota service areas can be as much as 10
percent higher than the demands registered during the hour in which the total System
peak demand occurs. It is these local “non-coincident” peak demands that determine
the need for transmission improvements required for load serving functions.

20:10:21:17 CHANGES IN ELECTRIC ENERGY

Table Xcel Energy-SD-1 shows the projected volume and percentage increase in
energy demand for Xcel Energy’s South Dakota service territory for each year relative
to 2007.
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Table Xcel Energy-SD-1

Northern States Power Company

State of South Dakota

Forecast of Electric Energy Requirements and Peak Demand

Change
Winter Summer In % Change
Peak Peak Energy Energy In
(MW) (MW) (GWh) (GWh) Energy
2008 294 408 2,047
2009 302 423 2,103 56 2.7%
2010 309 435 2,153 50 2.4%
2011 313 445 2,203 51 2.3%
2012 318 457 2,255 52 2.4%
2013 323 467 2,304 49 2.2%
2014 327 477 2,348 44 1.9%
2015 331 487 2,390 42 1.8%
2016 335 496 2,433 42 1.8%
2017 338 506 2,475 42 1.7%
2018 343 518 2,519 44 1.8%
2019 348 530 2,566 47 1.9%
2020 353 542 2,614 48 1.9%
2021 359 555 2,660 47 1.8%
2022 364 568 2,709 49 1.8%
2023 370 582 2,759 50 1.8%
2024 375 596 2,807 48 1.8%
2025 381 610 2,860 52 1.9%
2026 387 624 2,914 54 1.9%
Average Annual Growth Rate, 2008-2026:
% growth: 1.4% 2.2% 1.9%
Notes: 1). Peak Load is coincident to the Xcel Energy system peak.

2). Winter Peak = MAPP Winter Peak season, 2008 is 2008-2009 winter peak.
3). Peak Load forecast growth from 2018 - 2026 is based on average summer
and winter SD peak growth rates from 2008 through 2017.
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Table Xcel Energy-1

Northern States Power Company

State of South Dakota

NSP System Net Energy Requirements (MWh)

Semi-Low Median Semi-High
Year (MWh) (MWh) (MWh)
2008 46,380,586 47,765,907 49,156,479
2009 46,963,409 48,314,695 49,672,978
2010 47,275,051 48,645,070 50,013,746
2011 47,611,416 48,999,871 50,387,589
2012 48,108,969 49,552,061 51,002,425
2013 48,611,850 50,029,528 51,453,327
2014 49,052,627 50,492,207 51,918,367
2015 49,505,425 50,961,595 52,403,948
2016 49,926,092 51,446,305 52,951,101
2017 50,396,860 51,875,921 53,366,239
2018 50,803,652 52,306,406 53,806,149
2019 51,207,384 52,736,056 54,254,912
2020 51,617,138 53,192,239 54,783,674
2021 52,043,871 53,598,307 55,157,194
2022 52,455,250 54,029,601 55,602,200
2023 52,873,905 54,461,534 56,059,142
2024 53,250,235 54,909,251 56,571,887
2025 53,697,654 55,327,324 56,965,576
2026 54,111,579 55,772,532 57,423,417
Average Annual Growth Rate, 2008-2026:
% growth: 0.9% 0.9% 0.9%
Notes: Semi-Low and Semi-High Scenarios reflect an 80%/20% Confidence Level

NSP System Net Energy Requirements have been adjusted for DSM
(Demand Side Management)
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Table Xcel Energy-2

Northern States Power Company
State of South Dakota

NSP System Net Summer Peak (MW)

Semi-Low Median Semi-High
Year (MW) (MW) (MW)
2008 8,786 8,857 9,001
2009 8,960 9,024 9,193
2010 9,103 9,154 9,335
2011 9,197 9,243 9,443
2012 9,314 9,365 9,582
2013 9,433 9,483 9,700
2014 9,545 9,600 9,823
2015 9,654 9,718 9,946
2016 9,771 9,836 10,061
2017 9,858 9,941 10,169
2018 9,958 10,045 10,281
2019 10,041 10,150 10,388
2020 10,113 10,282 10,483
2021 10,194 10,406 10,567
2022 10,258 10,536 10,658
2023 10,341 10,665 10,742
2024 10,404 10,796 10,844
2025 10,472 10,926 10,928
2026 10,555 11,061 11,022

Average Annual Growth Rate, 2008-2026:
% growth: 1.0% 1.2% 1.1%

Notes: Semi-Low and Semi-High Scenarios reflect an 80%/20% Confidence Level
Net Peak Demand Adjusted for DSM
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Table Xcel Energy-3

Northern States Power Company
State of South Dakota

NSP System Net Winter Peak (MW)

Semi-Low Median Semi-High
Year (MW) (MW) (MW)
2008 6,740 7,034 7,345
2009 6,798 7,099 7,415
2010 6,813 7,118 7,438
2011 6,823 7,125 7,436
2012 6,841 7,155 7,481
2013 6,865 7,175 7,500
2014 6,886 7,195 7,520
2015 6,902 7,217 7,543
2016 6,918 7,235 7,568
2017 6,919 7,243 7,584
2018 6,931 7,249 7,590
2019 6,929 7,254 7,598
2020 6,916 7,249 7,600
2021 6,903 7,239 7,593
2022 6,898 7,231 7,589
2023 6,878 7,222 7,583
2024 6,862 7,213 7,581
2025 6,843 7,201 7,570
2026 6,833 7,190 7,569

Average Annual Growth Rate, 2008-2026:
% growth: 0.1% 0.1% 0.2%

Notes: Winter Peak = MAPP Winter Peak season, 2008 is 2008-2009 winter peak.

Semi-Low and Semi-High Scenarios reflect an 80%/20% Confidence Level
Peak Adjusted for DSM
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APPENDIX A

Xcel Energy’s 2007 Resource Plan Executive Summary — December 14, 2007,
including errata updates — April 9, 2008

Xcel Energy’s comments regarding withdrawal from the Mid-Continent Area
Power Pool Generation Reserve-Sharing Pool, the new reserve margin
standards for the Midwest/MISO Planning Reserve Sharing Group, and the
implications for the 2007 Resource Plan — June 16, 2008.



Executive Summary

1. Executive Summary

Introduction

Northern States Power Company, a Minnesota corporation (“Xcel Energy” or
the “Company”), submits to the Minnesota Public Utilities Commission
(“MPUC” or “Commission”) our 2007 Resource Plan covering the period 2008
— 2022 for consideration and approval. This Plan identifies how we propose to
meet our customers’ needs for capacity and energy while complying with
significant new initiatives enacted by the 2007 Minnesota Legislature regarding

renewable energy, demand-side management (“DSM”), and greenhouse gases.

The Minnesota Legislature has clearly specified an expansion path for new
resources in the state, and we fully support this “Environmental Leadership”
approach. We believe that a strong commitment to reducing the environmental
impact of energy use and production is essential, offers an important hedge to
future costs of increased environmental regulation, and can be accomplished
while maintaining reasonable customer rates and reliable service. We thus
support the goals and requirements adopted by the 2007 Minnesota Legislature,
and believe they establish an appropriate path for us to pursue. This Resource
Plan provides our proposal for achieving compliance while maintaining

reasonable customer rates.

Like previous filings, then, this Plan presents our analysis of customer needs and
resource options under a variety of assumptions. More so than other filings,
however, this Plan is driven by our efforts to implement new legislative
requirements, providing for 2600 MW of new wind resources, increased DSM
goals of approximately 30 percent energy savings and 50 percent demand
savings, and a 22 percent, 6-million ton reduction in carbon emissions by 2020.
Compliance with these requirements results in significant changes in our
resource needs from previous Plans — most notably, the elimination of the
incremental, 375-MW base load need identified in our 2004 Resource Plan due to

the significant additions of wind energy on our system needed to comply with

Xcel Energy
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Executive Summary

the Renewable Energy Standard (“RES”). As a result, the composition of
needed resources for our system has changed, and our preferred path now

imposes far fewer environmental costs than previous plans have suggested.

To ensure we comply with these new legislative requirements in an efficient and
cost-effective manner, it is critical that we implement an effective resource
acquisition process, building on the acquisition process adopted in our 2004
Resource Plan. To this end, we present a long-term view of our system needs,
our proposals for meeting those needs while complying with legislative
requirements, and a process for addressing the contingencies that will inevitably

arise.
Thus, our 2007 Resource Plan includes:

o A new forecast that projects a need for additional capacity and energy. This forecast
anticipates annual energy growth of approximately 1% at the median
tforecast and approximately 1% annual demand growth at the 90% forecast
level over the planning horizon. While lower than previous forecasts due
to expanded DSM efforts, this load growth will require the addition of
approximately 3200 nameplate rated MW of non-wind resources on our
system by 2022.

o The addition of up to 2600 MW of new wind resources by 2020 to meet our renewable
requirements. Minn. Stat. § 216B.1691 provides that we generate or procure
renewable resources to meet milestones for renewable energy amounting
to a total of 30 percent of retail sales by 2020, at least 25 percent of which
must be wind energy. Consistent with Subdivision 7 of that statute, we
have also proposed our approach for acquiring these significant wind
resources in an efficient and effective manner that will maintain

reasonable rates for customers.

Xcel Energy
2007 Resource Plan
1-2



Executive Summary

o A plan to meet the Energy Conservation Policy Goal beginning in 2010, as provided
by Minn. Stat. §216B.2401. This statute provides that we are to attempt to
achieve annual energy savings equal to 1.5 percent of annual retail energy
sales of electricity directly (through energy conservation improvement
programs and rate design) and indirectly (through energy codes, appliance
standards, and other means). This Plan presents our assessment of the
economic potential for additional savings on our system and our initial
proposal for addressing the expanded statutory requirements for DSM.
The specific programs to achieve these goals need to be developed and
approved as part of the Company’s 2010 Conservation Improvement
Program (“CIP”) filing.

o Retention of existing resonrces and capacity expansions where appropriate. Given our
customers’ significant need for new resources, retaining and expanding the
value of existing assets is important to ensuring reasonable costs for our
customers. Our existing fleet is located at strategic points on our system
that must be maintained for reliability and take the best advantage of
existing transmission resources. Our Plan calls for retention and
expansion of our nuclear fleet, key coal-fired units, and aging peaking
facilities, where appropriate. Our proposals accomplish these expansions
in a manner that still achieves the carbon-reduction goals adopted by the
2007 Legislature.

®  Plans to efficiently acquire and install the 2600 2300 MW of intermediate and
peaking resources needed to support the additional wind resources and meet our
customers’ growing needs. Combined, the load reductions that will be achieved
from expanded DSM efforts and energy production provided by new
wind resources change the type and timing of new resources needed on
our system. Given the intermittent nature of wind energy and increasing
peak-day requirements, supporting the reliability of our system will require

significant additions of peaking capacity, as well as additional intermediate

Xcel Energy
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capacity. When combined with our planned wind additions, these
resources offer the most reasonable cost path for new additions. We
propose a plan for developing and acquiring such peaking and
intermediate resources in a timely and efficient manner, making the most
effective use of available transmission resources and retaining the use of

the two-track resource acquisition process adopted in our 2004 Resource
Plan.

o A resource mix that will achieve Minnesota’s goal for carbon reductions by 2020.
Our modeling suggests that implementation of our Plan will ensure our
compliance with the state’s carbon-reduction milestones, providing a 22-
percent (6-million ton) reduction in CO, emissions from 2005 levels by
2020. Achieving the longer-term goals will be challenging, as we have
tewer opportunities for reductions in fossil-fuel use on our system after
that point. Nonetheless, we are committed to working to achieve the
state’s goals of carbon management and reduction in fossil-fuel use, and

will continue to work with stakeholders to that end going forward.

Combined, we think our Plan sets forth an appropriate path for meeting our
customers’ needs in an efficient and effective manner while accomplishing the
Environmental Leadership approach adopted by the State and supported by the

Company. We welcome discussion of our Plan with all stakeholders.

Five-Year Action Plan
To successfully ensure our compliance with new statutory requirements, acquire
sufficient resources to meet our customers’ needs, and maintain reliable service

at reasonable rates, we propose the following five-year Action Plan:

o Significantly increase DSM goals to meet legislative requirements. 'To date, we have
been successful in meeting the goals established in previous Resource
Plans; however, we believe that it will be more challenging to meet the

Xcel Energy
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new legislative goals. This Plan presents our assessment of economic
potential on our system, consistent with the statute. Based on our
evaluation, we propose to achieve 1.1 percent annual savings, and will
continue to explore means of expanding this goal in the future through

both expanded customer programs and system infrastructure investments.

Install sufficient renewables to meet the state Renewable Energy Standard. We are
committed to meeting the RES, and estimate it will require the addition of
approximately 2600 MW of new wind resources on our system by 2020.
In our Renewable Energy Plan, we have provided our plan for complying
with the RES, outlining our proposal for utility-owned resources,
Community-Based Energy Development (“C-BED”), and purchases from
third parties to fulfill these requirements. We expect to issue our
solicitation for new proposals shortly, and will continue to negotiate with
C-BED providers to ensure our compliance with near-term RES

milestones.

To permit continned operation of our nuclear plants, obtain NRC license extensions
and Certificates of Need for a 20-year life extension and power uprates at Prairie
Island (“PI”’) nuclear generating units 1 and 2 and Monticello. Our analysis
shows that relicensing and continued operation of our nuclear fleet will
save customers approximately $1.1 billion over the 20-year license
extension period. We plan to file an application for a Certificate of Need
tor a 71 MW power uprate at our Monticello plant in early 2008, as well

as Certificates of Need for both life extension and power uprates at PI 1
and 2 by Spring 2008.

Pursue capacity expansion at our three Sherco coal-fired units. Our analysis
confirms that additional capacity at our Sherco plant remains cost-
effective and should be pursued. This Resource Plan seeks approval of

the 17 MW project at Sherco 3, and we intend to file separately for
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approval of an Emissions Reduction Project for environmental
improvements and 69 MW capacity expansion at Sherco 1 and 2. To
offset the slight increase in carbon emissions due to these capacity
expansions, we offer reductions from our Black Dog coal-fired plant or
other system resources, which will be detailed in our upcoming filing. In
this way, we can keep this portion of our expansion path carbon-neutral,
furthering our overall effort to comply with the state’s carbon

management goals while meeting increasing customer needs.

Investigate and pursue repowering as appropriate to retain and maximize the value of
our existing fleet. Our Metropolitan Emissions Reduction Project
(“MERP”) offered a great opportunity for reducing emissions while
extending the useful life of important system resources. We will continue
to pursue potential repowering and life-extension projects and propose
them for implementation, if appropriate. Our Black Dog plant offers one
such possibility, which we intend to further study as a potential future
proposal. In addition, we intend to explore contract negotiations for
continued refuse-derived fuel for our Red Wing and Wilmarth plants to

determine the future of those facilities.

Initiate a new proceeding for approval of a 375 MW intermediate and 350 MW
peaking contract with Manitoba Hydro beginning in 2015. While our Resource
Plan no longer indicates a need for additional base load resources beyond
investments in our existing fleet, it does indicate substantial need for
peaking and intermediate resources. Our analysis confirms that our
proposed term sheet with Manitoba Hydro, currently offered for approval
in a separate proceeding (Docket No. E-002/CN-06-1581), is a cost-
effective resource and fills an important need for intermediate and
peaking resources during the planning period. Because the underlying
nature of the identified need has substantially changed from the 2004

Resource Plan, we propose to close the on-going proceeding and initiate a

Xcel Energy
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new proceeding pursuant to the two-track resource acquisition process
approved by the Commission in conjunction with our prior Plan. We
believe this new process would be more efficient were we to complete
contract negotiations and initiate the new proceeding with the filing of a
proposed purchased power agreement. We expect to make such a filing
by Fall 2008. We present in greater detail our proposal for addressing the
ongoing proceeding under separate cover, as required by the
Commission’s Order in Docket Nos.E-002/RP-04-1752, E-002/M-07-2,
and E-002/CN-06-1581.

Initiate proceedings for up to 320 MW of new peaking resources for 2012 and 600
MW of intermediate resources by 2015. While the timing and amount of
additional resources depends on the timing of wind acquisitions, we
project the need for substantial additional resources relatively eatly in the
planning period. Because we believe that these resources would be
integrated on our system most efficiently and effectively in a coordinated,
planned basis -- such as through the development of an energy campus
strategically located on our system -- we expect to propose to develop and
construct many of these facilities using the two-track resource acquisition
process. Our Action Plan proposes to initiate these near-term processes
in late 2008 and 2009, respectively, to ensure the resources are developed

in time to meet projected system requirements.

Continne and support efforts to ensure that sufficient transmission resources are
available to get needed generation to load. While federal regulatory requirements
separate generation from transmission, both are needed to serve customer
needs. Our experience with bidding demonstrates the significant
influence transmission access and availability has on our resource
selection. Given the significant need projected for the planning period, it
is important that adequate transmission is developed in a timely fashion.

We plan to continue our advocacy before state and federal regulatory

Xcel Energy
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bodies to encourage transmission planning and investment, to work with
the Midwest Independent Transmission System Operator (“MISO”) to
facilitate interconnection of resources, and to work with regional utilities
to ensure appropriate planning and investments are made. CapX2020’s
Application for a Certificate of Need for additional transmission
resources, currently pending before the Commission, should help ensure

a robust transmission network to reliably meet projected needs.

While these actions seek to implement our preferred course, we recognize the
uncertainty over whether all components will be approved and successfully
accomplished. Therefore, we have also developed plans to help hedge this risk,
making available options that will allow us to best meet our customers’ needs.

These plans include:

o Acquisition of resources through the approved resource acquisition process in the event
of a projected supply shortfall, and delay, elimination, or reduction of resource
acquisitions in the event of projected supply surplus. In the event any approved
resource is not developed and available to meet projected needs on a
timely basis -- for example, should a selected resource fail to obtain
needed permitting -- we propose to pursue resource acquisitions
according to a hierarchy described in this Plan to address the shortfall.
We would make the appropriate regulatory filings under our approved
resource acquisition process to secure these resources to implement these
contingency plans, as needed. Likewise, in the event we anticipate lower
needs, such as if our DSM efforts achieve greater success than anticipated
by this Plan, we would delay, reduce or cancel planned acquisitions as
appropriate. In this way, we retain the flexibility to adapt to changing

system requirements in an appropriate manner.

o Conduct periodic assessments to consider the combined impacts of the many events that

will be occurring on our system. As always, we will continue to carefully

Xcel Energy
2007 Resource Plan
1-8



Executive Summary

monitor developments affecting our system. To the extent that we need
to respond to a development in a way not addressed by this Resource
Plan, we will file with the Commission under Minn. Rule 7543.0500,
subd.5, for a notice of changed circumstance. Careful monitoring and
prompt action will be required to ensure we successfully manage
resources during this period of continuing market development and

change.

We believe this comprehensive Action Plan will result in a robust, diverse, and
reasonable-cost system for providing electricity service to our customers. Our
Plan relies on a variety of resources to meet our customers’ needs, is designed to
tulfill all statutory requirements, and strikes a reasonable balance among
competing objectives. We respectfully request that the Commission approve our
Plan, and welcome the opportunity to engage in a constructive dialogue with all

stakeholders to ensure a sound energy future for our customers.

Chapter Summaries
To assist in understanding the key components of our proposed Resource Plan,

we provide the following summaries of each chapter of this filing.

Landscape
This chapter provides an overview of the context for this Resource Plan,
including a summary of the major legislative initiatives enacted in 2007 and Xcel
Energy’s overall business plan. This context is important to our Plan, as new
initiatives such as the RES and Next Generation Energy Act (addressing C-BED,
DSM, and climate change) help drive our Plan.

Forecast
A resource plan begins with a projection of customer demand for capacity and
energy over the planning horizon. This chapter outlines our forecasting methods
and results. In it, we discuss the reflection of various methodology changes
Xcel Energy
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discussed with the Department since our last Resource Plan and further explain
our methods and approach. Our forecast projects annual energy growth of
approximately one percent based on the median forecast for the planning period
and annual demand growth rate of approximately one percent at a 90 percent
forecast level. As explained in this chapter, we believe using this 90 percent
confidence interval for forecasted demand is important to ensuring we have met

our planning obligations to MISO and the Mid-Continent Area Power Power
(“MAPP”).

Our forecast for energy and capacity over the planning period is as follows:

Figure 1-1
Median Net Energy (Mwh)
With 1.1% of Retail Sales DSM Adjustment
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Figure 1-2
Xcel Energy Median Net Summer Peak Demand (Mw)
With 1.1% of Retail Sales DSM Adjustment
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In addition, we compare the forecasted need to our current capabilities,
identifying the overall resource need to be met over the planning horizon:

Xcel Energy
2007 Resource Plan
1-11



Executive Summary

Figure 1-3

Requirements and Resources 2008-2022
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Based on this comparison, we anticipate the need for additional generating

resources starting in 2012, and reaching approximately 32663300 nameplate rated

MW by 2022.

Modeling and Preferred Plan

Sound analysis is critical to developing an appropriate Plan. In this chapter, we

present our analytical methods and approach, identifying the various risks posed

during the planning horizon and our comparative analyses to reflect them.

We began our modeling using a number of assumptions regarding the forecast,

existing resources, renewable energy, and environmental externalities. We then
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modeled a number of scenarios varying these assumptions to test sensitivities.
This modeling information provides a foundation of how different acquisition
and customer growth scenarios will affect our resource needs. Because of the
significant amounts of wind resources we will be adding over the planning
period, the model results as well as our experience point to the need to acquire
significant intermediate and peaking resources. Wind energy will significantly
increase, providing large amounts of future energy, while new peaking resources
will be required to provide complementary capacity and wind-following
capability. As a result, these peaking and intermediate resources should only
moderately add to our use of natural gas to supply electric energy, but will add to
the amount of gas-fired capacity available to meet peak requirements. Based on

our analysis, experience and judgment, we propose the following Preferred Plan:

Table 1-4
2007 Preferred Plan
"zlrgrf]e”ed PVRR $60,054,763 ($000)
Planned Additions Combined Cycle Combu_stlon Pulverized Coal'v_\hth coz2 Wind Additions
Turbine Sequestraition
High Bridge CC
2008 624MW
100MW
Riverside CC CBED 209MW
2009 Rahr 12MW 508MW Grand Meadows
100MW
2010 200 MW
. 200MW
2011 Monticello 68MW 160MW CBED 200MW
Sherco 2 30MW
2012 Sherco 3 10MW 320 MW 200 MW
Sherco 1 44MW
2013 bl 1 83MW Black Dog 300MW,| 200 MW
2014 200 MW
Manitoba Hydro 375MW
2015 Manitoba Hydro DIV 350 600 MW 200 MW
Pl 2 87MW
2016 200 MW
2017 200 MW
2018 600 MW 200 MW
2019 200 MW
2020 200 MW
2021 Manitoba Hydro 125MW
2022 600 MW 100 MW
Xcel Energy

2007 Resource Plan
1-13



Executive Summary

To assess the robustness of our Plan, we performed several scenarios that tested
the impact in terms of costs and environmental impacts of various other
potential

resources into the Plan. We show the resulting PVRRs of those scenarios in the

following table:
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Table 1-5

Preferred Plan PVRRs and Alternative PVRR Differences ($millions)

Executive Summary

&,
(g
%,
S,
“,
Q)
Preferred Plan 60,055 | 58829 | 61,572 | 60,925 | 62,657 | 60,423 | 59,187 | 58272 | 59759 | 60,179 | 60,235 | 55,808 | 67,691 | 59,981 | 61,498 | 64,871
Pref. Plan minus Peakers 460 462 460 460 481 460 460 439 460 460 460 460 474 456 442 396
Pref. Plan minus Sherco Upgrades 196 183 214 183 283 196 210 124 196 196 195 225 157 144 191 182
Pref. Plan minus Monticello Upgrade 333 325 342 338 377 321 328 285 344 334 334 294 410 301 332 328
Pref. Plan minus Praitie Island Upgrades | 589 571 610| 59| 689| 57| 58| 486 03| 591| 59| 504 752 546 575 543
Pref. Plan minus Manitoba Hydro 235 233 235 239 310 235 231 155 235 236 236 185 326 210 231 214
Pref. Plan minus Black Dog 982 1,000 947| 1,033| 8o4| 92| o18| 1126 982 996| 1,002| 884| 1.186| 1015 1,007| 1,065
Pref. Plan with DSM 1.3% G| 45| a0l )| 0| 64| Al @] e G0 60| @snl o aon| 28| 80| 647)
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Finally, given the rapidly changing marketplace, we believe contingency planning
and flexibility is needed to take appropriate, responsive action should selected
resources fail to be developed or are otherwise delayed. To that end, we propose a
contingency plan that preserves the ability to meet our obligation to serve
customers -- including constructing our own facilities -- subject to appropriate

regulatory approvals.

Renewables
This chapter discusses our planned efforts to acquire renewable energy to comply
with the RES, which is central to our overall Plan. In it, we provide an overview
of our Renewable Energy Plan, submitted on December 10, 2007 in compliance
with 2007 Session Laws, Chapter 136, Section 10. That plan sets forth our
renewable resource acquisition strategy for meeting near-term RES milestones, and
outlines our vision for achieving greater balance in our total renewable energy
portfolio, striving for utility owned, C-BED, and purchased wind energy in
relatively comparable proportions. The Renewable Energy Plan describes our
intent to solicit proposals for up to 500 MW of wind energy, allowing us to acquire
resources as a hedge for ensuring compliance with initial RES milestones while

gaining better knowledge to support future development. We will also continue to

work with C-BED developers to provide an initial 500 MW of C-BED by 2010.

This chapter also provides further analysis of the cost and other implications
associated with our planned acquisition of renewable resources. Our Plan
contemplates the addition of approximately 3,000 MWs of nameplate wind
between 2008 and 2022, and our modeling indicates that these are the lowest cost
available resources. To formulate the costs for this scenario, we assumed that the
Federal Production Tax Credit (“PTC”) for wind would be available until 2015, and
note that the future of the PTC and transmission access and availability are key and

require on-going monitoring and advocacy to support our efforts to meet the RES.

Xcel Energy
2007 Resource Plan
1-16



Executive Summary

Existing Fossil and Refuse Derived Fuel Resources
As evidenced by our MERP project, now well into the construction and
completion phases, we believe that it is critical to retain and maximize the value of
our existing fleet. This chapter provides an overview of our existing fossil and
refuse derived fuel plants, discusses their place in our analysis, and provides
information regarding our on-going evaluation of retirements and repowering. We
expect to continue to operate all of our existing resources, except as noted
throughout the planning period and have reflected in our analysis additional
investments needed to support continued operation. We note that some of these
resources are good candidates for refurbishment or repowering. In particular, we
will be doing life extension and environmental projects at our Sherco Plant, and
will be evaluating options for the remaining coal-fired units at our Black Dog plant.
We will continue to perform maintenance and monitoring activities at all other
existing plants to ensure that we can operate them as long as it makes economic
sense. We will continue to evaluate these issues and will bring any proposals to the

Commission as they become more fully developed.

New Resources
Our Plan anticipates that we will require significant amounts of natural gas peaking
and intermediate capacity over the planning horizon. We expect that some
additional capacity could be developed at existing sites, but will also seek to
establish “energy campuses” in conjunction with other generation facilities and
potentially allow for development of biofuels, battery storage and other concepts.
The purpose of an energy campus is to locate these needed resources close to the
intermittent wind resources they are intended to support and near natural gas and
transmission lines to take advantage of the fuel and delivery systems. We believe
such a coordinated effort will provide the most cost-effective combination of

resources for our custometrs.

This chapter also discusses the appropriate level, cost and available storage of

natural gas-fired capacity on our system. Natural gas plants can offer benefit to a
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Executive Summary

utility’s portfolio due to its lower capital costs and operating flexibility, particularly
when used to meet peaking or intermediate needs or to support intermittent
resources such as wind energy. However, as the Commission is well aware, natural
gas prices have risen over the past several years and have become quite volatile.
Determining the appropriate role for natural gas-fired resources on our system 1is

important for the development of this Plan.

As discussed in this chapter, our analysis indicates that our overall portfolio will
benefit from the addition of natural gas resources to support the new wind
developments, as the wind/natural gas combination provides needed capacity and
energy at lower overall costs than other available alternatives. In addition, our
analysis indicates that while the share of natural gas capacity in our portfolio would
increase from 29 to 40 percent over the planning horizon, the amount of natural
gas used to generate electricity would increase from approximately 8 to 13 percent.
This result occurs because the anticipated wind resources will supply large portions
of our overall energy needs, thus the natural gas resources would generate

electricity for relatively few hours of the year.

Finally, our Plan does not call for any new, coal-fired generation for the foreseeable
tuture, as our analysis indicates such resources are not cost-effective for our system
at this time, particularly since we believe carbon capture and sequestration must be
included for any new coal resources. In our view, failure to reflect the costs of
carbon capture and sequestration in the evaluation of new coal facilities would
leave customers open to substantial risk of higher costs due to potential future

carbon regulation.

Nuclear
Retaining the benefits of our nuclear fleet is a key component of our Plan. This
chapter presents our analysis of the value of life extension and power uprates at

these facilities, assesses various replacement alternatives, and outlines our plan for
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pursuing relicensing for the Prairie Island units and power uprates at both PI and

Monticello through upcoming regulatory filings.

Because the Company does not currently see a need to add new base load resources
beyond those provided by investments in our existing fleet, we are not planning any
new nuclear plants. While we believe new nuclear generation may offer promise

because it does not contribute to greenhouse gases, it is not currently in our plans.

DSM
This chapter presents our analysis of the cost-effectiveness of additional DSM.
The 2007 DSM legislation requires a significantly higher DSM rate than we have
traditionally achieved, even though our current programs are among the most
aggressive in the nation. While consistently we have captured 0.6 to 0.8 percent of
our retail sales levels in energy efficiency savings, the Next Generation Energy Act
sets a goal of 1.5 percent energy savings and requires a minimum goal of one
percent, pending approval from the Commissioner of the Department of

Commertce.

To achieve these aggressive goals, we need to modify our approach to delivering
conservation programs. At this time, we have not yet fully determined the
teasibility of achieving these goals or developed a detailed implementation plan.
However, our analysis indicates that energy savings of 1.1 percent are achievable
and sustainable over the planning period, and we expect to propose this level to the
Commissioner for approval. We thus believe it is appropriate to adopt this level
for planning purposes, and will continue to work to expand our goals as our plans

develop.

Distributed Generation
We have previously studied the potential for distributed generation on our system,

but distributed generation resources have not been a significant part of our

Xcel Energy
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resource mix to date. This outlines new studies in hopes that we can obtain more

of this valuable resource in the future.

Environment
This chapter outlines how we intend to meet the carbon management and
reduction goals. Because of the diversity of our system, we are able to present a
resource plan that will manage and reduce our carbon emissions. The chapter also
presents a status report on environmental regulations and our compliance with

regulations and various Commission Orders regarding environmental issues.

Transmission
Detailed transmission planning now takes place in the Minnesota Transmission
Planning Process, which takes place every two years. In conjunction with other
transmission-owning utilities in the state, we submitted a Biennial Transmission
Plan to the Commission on November 1, 2007. This chapter offers a summary of
that plan and outlines how the addition of transmission and our renewable energy
goal coincide. We believe transmission infrastructure is on track for our earliest
milestones, but critical work and evaluation will be necessary for future renewable
energy standard milestones. The CapX 2020 initiative and coordinated
transmission study will help provide this critical information to allow us to continue

to add renewable energy successfully.

Compliance
In this chapter, we review the various Commission Orders, legislation and
administrative rules that provide requirements for this plan. We include a matrix

listing of these various requirements to facilitate the compliance review of our Plan.

Conclusion
This Plan offers a great opportunity to implement our shared vision with the state

for a sustainable energy future. While implementation of these aggressive goals will

Xcel Energy
2007 Resource Plan
1-20



Executive Summary

be challenging, we are well prepared to craft new approaches to meeting those

challenges.

We offer a comprehensive Action Plan to set us on course for implementing this
vision. Our Plan will ensure we implement the sizable amount of new resources
required to meet our customers’ growing needs, meet new environmental
challenges and requirements, and adapt to changing circumstances as they arise.
Implementation of our Plan will ensure a robust, diverse, and reliable system to

provide reasonably priced, environmentally sound electricity to our customers.

We welcome consideration of our Plan, and look forward to dialogue with

stakeholders.
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INTRODUCTION

Notthern States Power Company (“Xcel Energy” or the “Company”), a Minnesota
cotpotation submits to the Minnesota Public Utilities Commission (“Commission™)
these comments regarding our Application for Resource Plan Approval 2008 — 2022.
These comments address Xcel Energy’s withdrawal from the Mid-Continent Area
Power Pool (“MAPP”) Generation Reserve-Sharing Pool (“GRSP”), the new reserve
margin standatds for the Midwest/MISO Planning Reserve Sharing Group ("PRSG"),
and the implications for our 2007 Resource Plan.

Chapter 4 of our 2007 Resoutce Plan foreshadowed the Company’s transition from
MAPP to the Midwest/MISO PRSG and provided an eatly estimate of what the
impact may be. However at the time of the Resource Plan filing, many of the
variables used to calculate resoutce adequacy under the Midwest/MISO PRSG were
not precisely defined. The information we ate providing in these comments is based
on a mote up-to-date analysis, utilizing assumptions that have been finalized.

As we discuss below, although the change from the MAPP to the Midwest/MISO
PRSG entails many modifications to the assumptions used in calculating our total
capacity obligation, this update indicates that only a minor adjustment to our
preferted expansion plan is needed. Specifically, new reserve margin requirement will
necessitate only a minor adjustment to our short-term capacity purchases. The other




elements of our Preferred Plan remain unchanged and the impact on the Present
Value of Revenue Requirements (“PVRR”) is small.

A.  MiD-CONTINENT AREA POWER POOL (MAPP) GENERATION RESERVE-
SHARING POOL (GRSP)

For the 2007 Resoutce Plan, Xcel Energy used reserve margin assumptions based on
continued membership in the MAPP GRSP. These assumptions included a 15%
reserve margin, a 90/10 peak forecast, capacity accreditation based on Uniform
Rating of Generation Equipment (“URGE”), and an annual tatget of 750 MW for
shott-term capacity purchases.

MAPP’s 15% teserve matgin was a result of a study conducted by MAPP in 2003 that
analyzed outage rates, load diversity, forecast uncertainty, and transmission

interconnections and was approved by the Regional Reliability Council in the Spring
of 2004.

In MAPP, reserve matgins ate applied to actual observed peak loads to derive the
total capacity obligation. If accredited capacity is below the calculated obligation, the
Company is required to purchase Reserve Capacity Deficiency Service, Schedunle B
retrospectively to make up the difference. Schedule B capacity is significantly more
expensive than market capacity. In ordet to avoid Schedule B capacity putchases we
have historically planned to have sufficient capacity to cover our 90/10 peak forecast
plus a 15% reserve. The 90/10 forecast is approximately 6% higher than the median,
or a 50/50 forecast.

Por accreditation of thermal resoutces, the MAPP GRSP specifies the use of URGE.
Part of this rating methodology specifies that a unit’s capacity should be measured
under “average conditions of opetation.” The use of average summer weather
conditions results in higher capacity ratings than would be achievable duting
extremely hot conditions that normally occur during the summer peak demand
petiods. Hydro units also receive favorable accreditation under MAPP rules. Hydro
units are accredited based on the maximum amount of pooling available, even if this
amount is not sustainable over a mult day period.

To comply with the MAPP GRSP standards, we have historically included a target of
750 MW for short-term capacity in our resource plans. The actual levels of short-
term purchases vaty from year to year to adjust for unexpected changes in load
forecasts and total capacity. The 750 MW was selected based on the level of firm
transmission paths that Xcel Enetgy either controlled or had a reasonable expectation




we could access. Purchasing short-term capacity provides some flexibility in our
portfolio, but does not provide the same level of system reliability as do owned units
and long-term PPAs.

Table 1 provides a summary of loads and tesoutces from Xcel Energy’s Preferred
Plan as provided in Chapter 4 of out Application for Resource Plan Approval 2008 —
2022,




Table 1 — 2007 IRP Preferred Plan — Load & Resoutces

2007 TRP - 90/10 Peak, 15%RM, URGE Capacity
2008 2009 2010 201

90/10 Peak 10,392 10,584 10,882 11,142
DSM =90 -138 =233 =370
Load Management =084 1012 =1,0% -1,054
Net Peak 9,318 9,434 9,593 9719
15% Brsenre Margin 1308 1415 1439 1458
Total Obligation 10,716 10,849 11,032 11,176
2007 URGE

2008 2009 2010 2011
Coal 3.307 2,931 2,931 2756
Nuclear 1,612 1,651 1,661 1,699
Bio 304 316 316 316
CcC 1,337 1,783 1,783 1,783
CcT 1,720 1,720 1,720 1,720
Gl 2 2 $42 H2
Wind H in 216 268
Hydro 306 283 288 288
MH & GRE 900 900 850 850
Short Term Gt 639 837 923
CT 2011 - - - 143
2012 CTs - - - -

CCs  2015,20018,2022 - - - -

Total Capacity 10,712 10,860 11,042 11,186

Reserve Margin 15.0% 15.1% 15.1% 15.1%

2012
11,382

2012
2,649
1,699

316
1,783
1,720

H2

293

288

850

853
143
286

11,320

15.1%

2013
11,614
-608

0,954
1,493
11,447

2013
2,693
1,773

275
2,035
1,705

H2

3i4

288

B850

750
143
286

11,554

16.1%

2014
11,873
729
=1,048
10,095
1514
11,609

2014
2.693
1,775

272
2,035
1,642

H2

288

850

850
143
286

11,617

15.1%

2015
12,102
-852
=1.045
10,205
1,531
11,736

2013
2693
1,850

272
2,035
1,642

2

368

288

760

750
143
286
564

12,094

18.5%

2016
12,359
976
=1,042
10,341
1,551
11,882

2016
2,593
1849

a7
2,035
1,642

442

391

288

760

750
143
286
564

12,015

16.2%

2007
12,588
-1,102

10,48
1,567
12015

207
2,593
1,849

272
2,035
1,642

419
285
760

750
143
286
564

12,040

15.2%

2018
12,848
-1,229
=1.035
10,584
1,588
12,172

2018
2,593
1,849

239
2,035
1,642

442

285

760

750
143
286
1,128

12,600

19.0%

2019
13,090
1,358
1031
10,701
1,605
12,306

750
143
286
1,128

12,552

17.3%

2020

13,347
-1.488
_I !'7&
10,832

52

12,456

2020
2,503
1,349

234
2,035
1.581

n

443

285

760

750
143
286
1,128

12,570

16.0%

2021
13,581
1,619
<107
10,937
ey
12,578

2021
2,593
1,842

206
2,035
1,581

H2
48
285
885

750
143
286
1,128

12,665

15.8%

2022
13,857
1,752
L0z
11.084
L6632
12,746

750
143
286
1,693

13,016

17.4%




B. MipwesT/MISO PLANNING RESERVE SHARING GROUP (PRSG)

On June 1, 2008, Xcel Energy withdrew from the MAPP GRSP to join the
Midwest/MISO PRSG!. The Midwest/MISO PRSG requires a 14.2% reserve
margin applied to the median, or 50/50 forecast, and utilizes Maximum Dependable
Capability (“MDC”) for capacity accreditation, The change does not significantly
affect the Company’s Resource Plan. The only change that we expect to make 15 a
reduction in short-term capacity purchases, with a new target of 200 MW that will be
phased in gradually.

The Midwest/MISO PRSG’s 14.2% reserve margin was based on a Loss of Load
Expectation (“LOLE”) study conducted by MISO. Although the current LOLE
study only specifically addressed the 2008-2009 planning period, we assume that
14.2% will continue to be the reserve margin target throughout our fifteen-yeat
planning period. The study calculated the minimum amount of capacity needed to
meet a Joss of load probability target of 0.1 days per yeat.

The Midwest/MISO PRSG’s tesetve matgin is a plauning standard based on forecasted
peak and does not retrospectively evaluate actual system demand and does not have
punitive capacity charges for unexpectedly high system peaks. As a result, we will use
out median, or 50/50 peak forecast for calculating total capacity obligation under the
Midwest/MISO PRSG.

As noted above, inn order to meet the stringent MAPP standards, we planned for and
acquired capacity to a very high level of certainty by preparing to meet our capacity
needs at a 90% forecast level. The penalties for failing to hold adequate reserves over
the actual peak were significant and it was therefore prudent to acquite capacity to
meet the higher load probabilittes. Undet the Midwest/MISO PRGS, our: resetrves are
known and ate calculated by taking 14.2% of our 50/50 forecasted peak. As a result
of this change, out capacity obligation is considerably decreased (by both the
difference between the 90% and 50% forecast and the diffetence between the 15%
and 14.2% reserve margins).

In order to ensure that we can reliably meet all of our loads, we are further proposing
changes in how we determine our plant capacity for purposes of meeting our capacity

!'The Midwest/MISO PRSG was formed by a group of midwestern utilities as an alternative to MAPP and is
administered by MISO. MISO is developing its own PRSG that will include a larger geographic area but is expected
adopt the same reserve margin and accreditation standards as the Midwest/MISO PRSG.




obligation. The Midwest/MISO PRSG does not presctibe a method of establishing
capacity levels for generating units. While it is a valid and common test to measure
the capacity of power plants, the URGE rating does not represent the level at which a
plant can produce enetgy for any sustained amount of time. In addition, MAPP
provided generous rules for outages, including allowing us to maintain the
accreditation for units even when outages were in excess of a year. As a result, many
of the resources that we counted to meet our capacity obligation under MAPP cannot
be trelied on to produce enetgy on a sustained basis over an extended peak petiod.

Moving now to a 14.2% resetve matgin over a 50/50 forecast, we need to ensure that
the resources we rely on to meet peak load will also be available to produce energy in
the event that our actual peaks exceed our 50% forecast (a 50% probability). The
concept has shifted from an “emergency reserve matgin® where we are planning to
meet our peak load and hold 15% reserves in case of emergency, to a “wotking
reserve margin,” where we are planning to use our reserves to meet our electricity
needs in the event that our actual peaks ate higher than our 50% forecast. As a result,
we need to be able to rely on all or most of our reserves to produce energy at a
reasonable cost when needed.

To ensure this step, we are proposing adjustments to the way that we count and
acquire capacity. First, instead of using URGE ratings, we are proposing to use
Maximum Dependable Capacity (“MDC”) to rate our units. MDC is defined as:

A wnit's mascimnm capability that can be achieved dependably during emergency
conditions for 4 continuous bours on 3 consecrtive days. The MIDC rating will be
calenlated for summer assnming 90th percentile temperatires.

This definition is more restrictive than URGE and results in lower accredited capacity
for most units. However the new MDC estimates, calculated in the spring of 2008, did
result in higher accredited capacity for our nuclear and combined cycle units. The
higher accredited capacity values are the result of updated information on plant
performance. Hydro units will be accredited based on maximum expected generation
during on peak hours over a four to five day period assuming average water
conditions. 'This is a mote realistic estimate of how the hydro units can operate
during a prolonged summer heat wave.

The net result of the changes to reserve margin, peak forecast, and capacity
accreditation is that Xcel Enetgy will be requited to purchase less short-term capacity
in the future. The new tatget for short-term capacity purchases will be 200 MW and
will be phased in gradually. This will result in lower total system costs without




affecting system reliability as the major elements of our Preferred Plan remain
unchanged. '

The change to short term purchases is uniform across all of the scenatios presented in
out 2007 Resoutce Plan and reduces all PVRRs by approximately $293 million.
Because the PVRRs for all the alternatives and scenarios presented in Chapter 4 of the
Resoutce Plan will be reduced by the same amount, the PVRR differences presented
in Tables 4-2 and 4-4 remain unchanged.

Table 2, as found on the following page, provides a summaty of loads and resources
under the new Midwest/MISO PRSG. Table 3 summatizes the differences between
Tables 1 and 2.




Table 2 — Midwest/MISO PRSG — Load & Resources

2007 IRP - Midwest PRSG - 50/50 Peak, 14.2%RM, MDC Capacity
2008 2009 2010 201 2012 2003

50/50 Peak 9,827 10,019 10,313 10,560 10,798 11,022
DSM 90 -138 -253 -370 -188 -G08
Load Management =084 =1,012 =103 =1.054  -1,088 =1,052
Net Peak 8,753 8,869 9024 9,137 9,258 9.362
14.2% Reserve Marpin 12 1,259 1281 1207 1314 1329
Total Obligation 9,996 10,128 10,305 10,434 10,569 10,692
2008 MDC Estimarte

2008 2000 2010 2011 2012 2013
Coa 3,155 280 2,801 2,562 2561 2,604
Nuclear 1,642 1.682 1.692 1,730 1,730 1,806
Bio 269 281 281 281 281 246
CcC 1,396 1,573 1,873 1,873 1873 2,128
CcT 1573 1,573 1.573 1,573 1,573 1,560
Ol - 397 397 397 397 397 397
Wind 141 191 216 268 203 314
Hydto 167 149 149 149 149 149
MIH & GRE 200 200 850 850 850 850
Shott Term 356 282 475 G038 434 209
CT 20m - - - 143 143 143
CTs 2012 - - - - 286 286

CCs 2015,20018,2022 - - - - - -

Total Capacity 9,996 10,128 10,305 10,434 10,569 10,692

Reserve Matgin 14.2% 14.2% 14.2% 14.2% 14.2% 14.2%

2014
11,260
-729
R
9,482

10,829

2014
2,604
1,809

243
2,128
1,504

397

149

850

377
143
286

10,829

14.2%

2015
11,491
-852
1045
9,594
1362
10,956

2015
2,604
1,885

243
2,128
1,504

397

368

149

760

200
143
286
564

11,231

17.1%

2016
11,724
-976
L4z
9,706
1378
11,084

2016
2,504
1,884

243
2,128
1,504

397

39

149

760

200
143
286
564

11,152

14.9%

2017
11,946
-1,102
1038
2.806
1392
11,198

2017
2,504
1,884

a43
2128
1504

397

419

147

221
143
286
564

11,198

14.2%

208
12154
1,229
1035
9,930
1,410
11,340

2018
2,504
1,884

210
2128
1,504

397

147

760

200
143
286
1,128

11,737

18.2%

2019
12430
-1,358
1,031
10,041
1426
11,467

2019
2,504
1,884

210
2,128
1,455

397

461

147

760

143
286
1,128

11,700

16.5%

2020
12,663
-1,488
ZL028
10,148
1,441
11,589

2020
2,504
1,884

205
2128
1,455

397
483
147
760

200
143
286
1,128

11,718

15.5%

2021
12,884
-1,619
025
10,240
1454
11,694

2021
2,504
1,884
180
2,128
1,455
387
482
146
885

200
143
286
1,128

11,817

15.4%

2022
13,132
-1,752
=021
10,358
1471
11,828

2022
2,504
1,884

180
2128
1,255

397

494

136

885

200
143
286
1,693

12,184

17.6%




Table 3 — Difference Between Tables 1&2

Loads and Resources
2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Peoak -565 -565 -569 -582 -583 -592 -612 -611 -635 -642 -654 -G60 -684 -697 =726
DSM ¢] 4] O 0 0 ) [ 0 0 0 0 0 0 0 0
Load Management 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Net Peak 565 565 569 582 583 592 612 - 435 642 654 -660 684 69T 726
Total Obligation 7200 7 27 M2 745 756 780 780 808 17 832 830 868 -B83 917

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Coal -152 -130 -130 -194 -85 -89 -89 -89 -89 -89 -89 -89 -89 -89 -89
Nuclear 30 H 31 31 kal 33 33 35 35 35 35 35 35 35 35
Bio =34 -34 -34 -34 -34 -29 -29 -28 -29 -29 =29 -29 -29 -26 -26
CcC 59 90 90 0 90 92 92 92 9z 92 92 92 o] 92 92
cr -147 -147 -147 -7 -147 -145 -138 -138 -138 -138 -138 -126 -126 -126 -110
Oil -45 -45 -45 -45 -45 -45 -45 -45 -45 -45 -45 -45 -45 45 -45
Wind 0 0 0 0 0 Q 0 0 0 o] 0 0 0 0 0
Hydro -139 -139 -139 -139 -139 -139 -139 -139 -139 -139 -132 -139 <139 -13¢ -139
MH & GRE 0 0 0 0 0 0 0 0 0 0 0 0 ¢} 0 o
Short Term -288 -357 -362 -314 -419 -541 -473 -550 -550 -529 -850 -550 -550 -550 -550
Total Capacity =716 -732 =137 -752 =751 -862 -788 -863 -863 -842 -863 -851 -851 -849 -832




CONCLUSION

In summary, Xcel Energy’s move from MAPP GRSP to the Midwest/MISO PRSG
provides the opportunity to eliminate some short-term capacity purchases while
maintaining system reliability at lower costs. Although the change involves multiple

modifications to our load and resoutce forecast, it does not materially change our
Prefetred Plan,

Dated: June 16,2008

Northern States Power Company,
a Minnesota corporation

JM,, o,

- ARA CARDWELL
MANAGER
REGULATORY ADMINISTRATION
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APPENDIX B

Xcel Energy Transmission Lines



NSP Transmission Lines — 115 kV and above
2008
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