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Northern States Power Company, a Minnesota corporation (“Xcel Energy” or the
“Company” or “NSPM”), submits this North Dakota 10 Yeat Plan 2008 to the North
Dakota Public Service Commission (“Commission” or “NDPSC”) pursuant to
Chapter 49-22 of the North Dakota Century Code.

SECTION A: EXISTING ENERGY CONVERSION FACILITIES

While the Company does not currently own energy conversion facilities in the State
of North Dakota, the Company has power purchase agreements with power plants
located in North Dakota. Minnkota Power Cooperative, Inc. provides the Company
100 MW each summer season from its rights in the Coyote #1 coal fired steam
generating unit located in Beulah, North Dakota. Acciona Wind Energy USA
provides the Company with 12 MW of wind energy from turbines located near Velva,
North Dakota. Additionally, the Company has a transmission service agreement
known as the “Stanton Displacement Agreement” in which 188 MW are supplied
from Great River Energy’s Stanton Unit, located in the vicinity of Stanton, North
Dakota, for the Company’s North Dakota loads.

SECTION B: PROPOSED ENERGY CONVERSION FACILITIES - NEXT FIVE YEARS

NSPM and Northern States Power Company, a Wisconsin corporation (“NSPW?),
operate their upper midwest generation resources on a five-state integrated system
basis (North Dakota, South Dakota, Minnesota, Wisconsin and Michigan). We
identify our resource needs in our Resoutce 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 thereafter.
The Commission took “administrative notice” of the plan on February 22, 2008. We
are currently in the comment period on this MPUC docket. Appendix A provides the
Executive Summary of the Company’s 2007 Resoutce Plan proposal and our
comments submitted June 16, 2008.

As stated in our 2007 Resource Plan, we propose to continue to fulfill our future
electric generating resource needs through multiple resource acquisition processes
including competitive bidding, Company ownership and power purchase agreements.
This multipronged and flexible approach to resoutce acquisition allows us to consider
multiple technologies and locations. We are currently pursuing effotts to construct or
purchase at least 200 MW of wind power resources in North Dakota. However, at
this time, we do not have definitive plans to construct additional electric generating
facilities in the State of North Dakota within the next five years.



We are currently in the final stages of conducting our due diligence on 160 MW of
peaking generation. The 2011 peaking resource need was identified and approved in
our 2004 Resource Plan (MPUC Docket No. E002/RP-04-1752), and reconfirmed in
our December 2007 Resource Plan filing. On December 17, 2007, Xcel Enetgy also
issued a Request for Proposals (“RFP”) to acquire up to 500 MW of wind energy
through “build/transfer” arrangements. We are currently evaluating bids and
conducting due diligence on a number of bids received. Because of confidentality
requirements in the bidding process, the Company cannot disclose the location of the
bids; however no location requirements were set in the RFP.

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
federal Production Tax Credit (“PTC”). The Company also plans to acquire 500 MW
of Community Based Renewable Energy Resources by 2010.

In addition, 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 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 uptate 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 power uprate at Prairie Island will result
in an additional 164 MW of additional base load capacity and associated
energy.



e We continue with our rehabilitation and repowering of 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. These
projects ate expected to increase Company-owned generating capacity by just
over 400 MW. These upgrades are expected to be completed by May 2009.

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

SECTION C: PROPOSED ENERGY CONVERSION FACILITIES - NEXT TEN YEARS

At this time, the only plans that we have for generation facilities in the State of North
Dakota in the next ten years are for wind energy conversion systems. The exact size
and location(s) of such facilities is yet to be determined.

SECTION D: EXISTING ELECTRIC TRANSMISSION FACILITIES

Xcel Energy’s existing electric transmission line facilities are listed in Appendix B.
Xcel Energy has no plans to retire any electric transmission facilities in North Dakota
within the next ten years.!

SECTION E: EXISTING PIPELINE FACILITIES

Xcel Energy operates an 11.9-mile intrastate natural gas pipeline facility in the State of
Notth Dakota, from an interconnection with Williston Basin Interstate Pipeline
Company near Mapleton, North Dakota to the Company’s gas distribution system in
Fargo. The Commission granted a Certificate of Public Convenience and Necessity
and Corridor Certificate for this facility in Case No. PU-400-89-426. Xcel Energy has
no plans to retire any intrastate natural gas pipeline facilities in North Dakota within
the next ten years.

1 On October 1, 2007, Xcel Energy and Great River Energy (“GRE”) completed a tax free exchange of certain Xcel
Energy-owned transmission and substation facilities in North Dakota and Minnesota for GRE-owned substation
facilities in North Dakota and Minnesota, in order to better rationalize transmission facility ownership and operations.
We submitted our filing seeking Commission approval of the proposed asset exhange on September 1, 2006 (Case No.
PU-06-393). The filing was approved by the Commission on December 6, 2006.



SECTION F: PROPOSED ELECTRIC TRANSMISSION FACILITIES - NEXT FIVE YEARS

A group of investor-owned, cooperative and municipal utilities in eastern North
Dakota, Minnesota, 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 one or two 345 kV lines from western North Dakota to the Twin
Cities. One of the lines proposed will pass through the Fargo area to serve growing
energy needs in the Red River Valley.

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 lines are as follows:

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

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

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

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 Fargo - Twin Cities 345 kV project would be constructed in North Dakota.
The CapX 2020 participants intend to submit a combined application for a Certificate
of Public Convenience and Necessity to the Commission in July 2008. Corridor
Certificate and Certificate of Site Compability applications will follow in December
2008. The 345 kV facilities are proposed to be in service by 2015, although that may
be accelerated.

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.
Even though it will be constructed entirely in Minnesota, this project has the
potential to substantially improve load serving capability in the northeastern part of
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North Dakota. The 230 kV project is proposed to be in service by 2011-2012.

The CapX 2020 Group 1 projects will benefit North Dakota by improving
transmission infrastructure and reliability, alleviating existing delivery constraints, and
expanding the transmission capability to allow expanded generation investment,
including wind generation, in North Dakota.

More information about the CapX 2020 initiative 1s available at www.capx2020.com.

SECTION G: PROPOSED PIPELINE FACILITIES - NEXT FIVE YEARS

At this ime we do not have plans to construct any new intrastate natural gas pipeline
transmission facilities in North Dakota within the next five yeats.

SECTION H: PROPOSED ELECTRIC TRANSMISSION AND PIPELINE FACILITIES -
NEXT TEN YEARS

The previously discussed CapX 2020 vision plan identified the possible need for one
or two 345 kV lines from western North Dakota to the Twin Cities in Minnesota. As
a result of the Renewable Energy Standard (“RES”) adopted by the 2007 Minnesota
Legislature, the Minnesota Transmission Owners (“MTQO”), a group of investor-
owned, cooperative and municipal utilities who own 115 kV and above transmission
in Minnesota, including the Company, commissioned a number of studies focused
on meeting the RES and other generation and load serving needs through 2025. The
studies to determine the transmission requited for the next ten years are expected to
be completed by the end of this year. The initial MTO studies and future updates will
be available at the MTO website at: www.minnelectrictrans.com.

A high-level study to update the original CapX 2020 Vision Study to 2025 is expected
to be completed early in 2009. This new Vision Study will incorporate rapidly
changing trends, such as increasing the use of wind generation to fulfill RES
requirements for Minnesota and the surrounding states, as well as proposals to
increase power delieveries from Canada. It is possible additional bulk transmission
will be proposed to be constructed in North Dakota as a result of these studies.

At this ime, we do not foresee the need for any new intrastate natural gas pipeline
transmission facilities in North Dakota in the next ten years.



SECTION I: REGIONAL COORDINATION

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 dated: (a) May 2000, authorizing the transfer of functional control
of the Company’s high voltage transmission system to the Midwest ISO; (b)
December 2001 finding the Midwest ISO to be the first FERC-approved regional
transmission organization (“RTO”); and February 15, 2007 (Otder No. 890),
requiring RTOs and their member utilities to use coordinated regional transmission
planning. 2 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 utlities 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.3 As a result of complying with the FERC Otder No. 890 rules,
Midwest ISO has also implemented its own Sub-Regional Planning Meetings. The
Company participates in the Western Region meetings. 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.

2 Preventing Undue Discrimination and Preference in Transmission Service, Order No. 890, 72 FR 12266 (March 15, 2007), FERC
Stats. & Regs. 31,241 (2007) (“Order No. 890”), order on rebs, 73 Fed. Reg. 2984 (Jan. 16, 2008), FERC Stats. & Regs. |
31,261 (2008) (Order No. 890-A); order on reb’s 123 FERC Y] 61,299 (Order 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 Y] 61,164 (May 15, 2008).

3 NSPM and NSPW are members of MAPP, which continues to provide certain planning functions; and the Midwest
Reliability Organization (“MRO”), which provides certain Regional Reliability Coordination (“RRC”) functions required
by the North American Electric Reliability Council (“NERC”) and previously provided by MAPP. NSPM and NSPW
are also participants in the Midwest Contingency Reserve Sharing Group Agreement (“Midwest CRSGA”) administered
by Midwest ISO. NSPM and NSPW withdrew from the MAPP Generation Reserve Sharing Pool (“MAPP GRSP”)
effective June 1, 2008. NSPM and NSPW now participate directly in the Midwest CRSGA rather than indirectly through
the MAPP GRSP.



Another example of coordination by the utilities is the formalization of the MTO
organization. The MTO consists of all transmission owning utilities in Minnesota.
However, several MTO members (the Company, Great River Energy, Otter Tail
Power, etc.) also own significant transmission in North Dakota. The MTO was
formed to submit coordinated biennial transmission planning reports to the MPUC
as required by Minn. Stat. 216B.2425. 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 udilities also
coordinate their planning with the CapX 2020 planning processes, the MAPP SPG
processes and the Midwest ISO MTEP process.

SECTION J: ENVIRONMENTAL INFORMATION

Specific environmental information will be provided to the Commission in future
regulatory filings when specific facilities are identified for construction.

SECTION K: PROJECTED DEMAND FOR SERVICE

NSPM and NSPW operate an integrated electric generation and transmission system
(the “NSP System”) serving customers in North Dakota, South Dakota, Minnesota,
Wisconsin and Michigan. The North Dakota portion of the NSP System 25-year
historical native energy requirements and non-coincident peak demand are shown in
Table Xcel Energy-ND-1. Xcel Energy produces long-range “median” NSP System
forecasts of native energy requirements, summer peak, and winter peak demand. For
planning purposes, Xcel Energy also develops a bandwidth to supplement its
“median” forecasts. These scenatios are intended to describe uncertainty in a
business-as-usual context: a relatively narrow range of U.S. economic growth with no
basic change in the relationship between the regional and national economies. Table
Xcel Energy-1 shows the long-range system forecast of native energy requirements,
summer peak, and winter peak demand for the NSP System. Table Xcel Energy-ND-
2 shows the North Dakota portion of the NSP System forecast.

The forecast for the NSP System is based on forecasts of jutisdictional 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-ND-2 represent the North
Dakota jurisdiction customer demand at time of the NSP System seasonal peak
demand. This “coincident” demand is appropriate for genetrating capacity
requirement forecasting.

It is important to note, however, that a “non-coincident” peak demand must be used
in evaluating transmission capacity requitements. 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 North Dakota service areas can be as much as 25
percent higher than the demands registered during the hour in which the total system
peak demand occurs. Itis these local “non-coincident” peak demands that determine
the need for transmission improvements required for load serving functions.



Table Xcel Energy-ND-1

Northern States Power Company

State of North Dakota

Historical Energy and Peak Load Requirements (1980 - 2007)

Non-Coincident

Energy  Annual Peak Load Annual
Year (GWh) Growth (MW) Growth
1980 1,237 --- 267 -
1981 1,265 2.3% 295 10.5%
1982 1,369 8.2% 275 -6.8%
1983 1,441 5.3% 308 12.0%
1984 1,484 3.0% 303 -1.6%
1985 1,544 4.0% 322 6.3%
1986 1,553 0.6% 311 -3.4%
1987 1,553 0.0% 312 0.3%
1988 1,658 6.8% 323 3.5%
1989 1,844 11.2% 374 15.8%
1990 1,904 3.3% 399 6.7%
1991 1,925 1.1% 373 -6.5%
1992 1,883 -2.2% 376 0.8%
1993 1,771 -5.9% 333 -11.4%
1994 1,796 1.4% 360 8.1%
1995 1,916 6.7% 362 0.6%
1996 1,984 3.5% 382 5.5%
1997 1,911 -3.7% 351 -8.1%
1998 1,958 2.5% 352 0.3%
1999 1,950 -0.4% 363 3.1%
2000 2,053 5.3% 370 1.9%
2001 2,048 -0.2% 384 3.9%
2002 2,119 3.5% 403 4.8%
2003 2,171 2.4% 395 -2.0%
2004 2,158 -0.6% 403 2.2%
2005 ' 2,289 6.1% 426 5.7%
2006 2,353 2.8% 439 3.0%
2007 2,378 1.1% 463 5.5%



Table Xcel Energy-ND-2

Northern States Power Company

State of North Dakota

Forecast of Energy and Peak Load Requirements (2008 - 2026)

Summer Winter
Energy Peak Load Peak Load

Year (GWh) (MW) (MW)
2008 2,343 351 382
2009 2,389 360 387
2010 2,418 368 391
2011 2,446 373 392
2012 2,476 379 394
2013 2,501 385 395
2014 2,527 390 396
2015 2,553 396 398
2016 2,580 401 399
2017 2,605 407 400
2018 2,631 413 402
2019 2,657 420 404
2020 2,685 427 406
2021 2,71 434 408
2022 2,740 441 410
2023 2,768 448 412
2024 2,798 455 415
2025 2,824 462 417
2026 2,853 470 419

Average Annual Growth Rate, 2008-2026:

% growth: 1.0% 1.5% 0.5%

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 ND peak growth rates from 2008 through 2017.
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Table Xcel Energy-1

Northern States Power Company

State of North Dakota

Forecast of NSP System Energy and Peak Load Requirements (2008 - 2026)

Summer Net Winter Net
Energy Peak Load Peak Load
Year (GWh) (MW) (MW)
2008 47,762 8,857 7,034
2009 48,307 9,024 7,099
2010 48,633 9,154 7,118
2011 48,984 9,243 7,125
2012 49,532 9,365 7,155
2013 50,005 9,483 7,175
2014 50,464 9,600 7,195
2015 50,929 9,718 7,217
2016 51,410 9,836 7,235
2017 51,835 9,941 7,243
2018 52,262 10,045 7,249
2019 52,687 10,150 7,254
2020 53,140 10,282 7,249
2021 53,542 10,406 7,239
2022 53,969 10,536 7,231
2023 54,397 10,665 7,222
2024 54,840 10,796 7,213
2025 55,254 10,926 7,201
2026 55,696 11,061 7,190

Average Annual Growth Rate, 2008-2026:
% growth: 0.9% 1.2% 0.1%

Notes: 1) Peak Load is coincident to the NSP System peak.
2) Winter Peak = MAPP Winter Peak season, 2008 is 2008-2009 winter peak.
3) Peak Load is the Net Peak (interruptible)
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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 to the MPUC regarding withdrawal from the Mid-
Continent Area Power Pool Generation Reserve-Sharing Pool, the new reserve
margin standards for the Midwest/MISO Planning Resetve 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 catbon 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
2007 Resource Plan



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
forecast 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.

® Retention of existing resources and capacity excpansions 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 2606 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
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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
fewer 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 approptiate 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 setvice

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 Resoutce
Plans; however, we believe that it will be more challenging to meet the
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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 continued operation of our nuclear plants, obtain NRC license extensions
and Certificates of Need for a 20-year life exctension 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
for 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 PI1 1
and 2 by Spring 2008.

Pursue capacity excpansion 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 fleer. 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 additonal 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
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new proceeding pursuant to the two-track resource acquisition process
approved by the Commission in conjunction with our ptior 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.

o Initiate proceedings for up to 320 MW of new peaking resources for 2012 and 600
MW of intermediate resources by 2075. 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.

o Continue 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
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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 requitements 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
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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 setvice to our customers. Qur
Plan relies on a variety of resources to meet our customers’ needs, is designed to
fulfill 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
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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 petrcent 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:
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Figure 1-3

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

resources starting in 2012, and reaching approximately 32803300 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
ﬁ{:;e""d PVRR $60,054,763 ($000)
. . Combustion Pulverized Coal With CO2 .
Planned Additions Combined Cycle Turbine Sequestraition Wind Additions
High Bridge CC
2008 624MW
100MW
Riverside CC CBED 209MwW
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
ISherco 1 44MW
2013 Pl 1 83MW Black Dog 300MW, 200 MW
2014 200 MW
Manitoba Hydro 375MW
2015 Manitoba Hydro DIV 350 600 MW 200 MW
Pl 2 837MW
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
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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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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.
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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 petform 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 customers.

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

Xcel Energy
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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 is

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
future, as our analysis indicates such resources are not cost-effective for our system
at this time, particulatly 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

Xcel Energy
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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

Commerce.

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 out system,

but distributed generation resoutces have not been a significant part of our
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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
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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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STATE OF MINNESOTA
BEFORE THE
MINNESOTA PUBLIC UTILITIES COMMISSION

LeRoy Koppendrayer Chair

David Boyd Commissioner

J. Dennis O’Brien Commissioner

Thotnas Pugh Commissioner

Phyllis Reha Commissioner
IN THE MATTER OF NORTHERN DockeT No. E002/RP-07-1572
STATES POWER COMPANY’S, A
MINNESOTA CORPORATION, COMMENTS

APPLICATION FOR RESOURCE PLAN
APPROVAL 2008-2022

INTRODUCTION

Notthern States Power Company (“Xcel Energy” or the “Company”), a Minnesota
cotporation submits to the Minnesota Public Utilities Commission (“Commission”)
these comments regarding our Application for Resource Plan Approval 2008 — 2022.
These comments addtess Xcel Energy’s withdrawal from the Mid-Continent Area
Power Pool (“MAPP”) Generation Reserve-Sharing Pool (“GRSP”), the new reserve
matgin standards 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 resource adequacy under the Midwest/MISO PRSG were
not precisely defined. The information we are 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
preferred expansion plan is needed. Specifically, new tesetrve margin requitement 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.  MiID-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 target of 750 MW for
short-term capacity purchases.

MAPP’s 15% resetve margin 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 margins are applied to actual observed peak loads to detive the
total capacity obligation. If accredited capacity is below the calculated obligation, the
Company is required to putchase Reserve Capacity Deficiency Service, Schedule B
retrospectively to make up the difference. Schedule B capacity is significantly more
expensive than market capacity. In order to avoid Schedule B capacity purchases 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.

For 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 operation.” The use of average summer weather
conditions results in higher capacity ratings than would be achievable during
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 multi day period.

To comply with the MAPP GRSP standatds, 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

2




we could access. Purchasing shott-tetm 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 summaty of loads and resources from Xcel Energy’s Prefetred
Plan as provided in Chaptet 4 of our Application for Resource Plan Approval 2008 —
2022.
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B. MIDWEST/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 tequites 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 is a
reduction in short-term capacity putchases, 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-year
planning period. The study calculated the minimum amount of capacity needed to
meet 2 loss of load probability target of 0.1 days per year.

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

As noted above, in 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 acquire capacity to
meet the higher load probabilities. Under the Midwest/MISO PRGS, our reserves are
known and are calculated by taking 14.2% of our 50/50 forecasted peak. As a result
of this change, our capacity obligation is considerably decreased (by both the
difference between the 90% and 50% forecast and the difference between the 15%
and 14.2% reserve margins).

In order to ensute 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 teserve margin and accreditation standards as the Midwest/MISO PRSG.
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obligation. The Midwest/MISO PRSG does not presctibe a method of establishing
capacity levels for generating units. While it is 2 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 energy 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 relied on to produce enetgy on a sustained basis over an extended peak period.

Moving now to a 14.2% resetve margin 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 tesetve margin” where we are planning to
meet our peak load and hold 15% tesetves in case of emergency, to a “working
reserve matgin,” 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 ate proposing to use
Maximum Dependable Capacity (“MDC”) to rate our units. MDC is defined as:

A nunit's mascimum capability that can be achieved dependably during emergency
conditions for 4 continous hours on 3 consecutive days. The MDC rating will be
calenlated for summer assuming 90th percentile temperatures.

This definition is more testrictive 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 tesult 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 watet
conditions. This is 2 more realistic estimate of how the hydro units can operate
duting a prolonged summer heat wave.

The net result of the changes to reserve margin, peak forecast, and capacity
accreditation is that Xcel Energy will be required to purchase less short-term capacity
in the future. The new target 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 shott term purchases is uniform across all of the scenarios presented in
our 2007 Resource Plan and reduces all PYRRs by approximately $293 million.
Because the PVRRs for all the alternatives and scenatios 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, ptovides a summary of loads and resources
under the new Midwest/MISO PRSG. Table 3 summarizes the differences between
Tables 1 and 2.
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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 resource forecast, it does not materially change out
Preferred Plan.

Dated: June 16, 2008

Northern States Power Company,
a Minnesota corporation

J,,, o

ARA CARDWELL
MANAGER
REGULATORY ADMINISTRATION
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APPENDIX B

Xcel Energy Transmission Lines



Northern States Power Company
North Dakota Transmission Lines

Description Functional Voltage Line Miles

State Unit

230 kV Lines
ND  Maple River (Minnkota) 0910 230 kV 3.60
ND  Maple River (Minnkota) 0911 230 kV 8.00
ND  Drayton (Minnkota) 0912 230 kV 28.70
ND  Sheyenne-Fargo 0915 230 kV 4.30
ND  Prairie (Minnkota) 0916 230 kV 6.60
ND  Manitoba Hydro Inter (Glenboro) 0920 230 kV 56.32

Total 230 kV 107.52

115 kV Lines
ND  Maple River-Sheyenne 0839 115 kV 11.70
ND  Souris-Neal 0850 115 kV 26.00
ND  Mallard-Souris 0860 115 kV 5.30
ND  Cass County-Sheyenne 0866, 115 kV 5.00
ND  Prairie-Nordic1 5510 115 kV 2.00
ND  Prairie-Nordic2 5511 115 kV 2.10

Total 115 kV 52.10

69 kV Lines
ND  Minnkota-Prairie 0733 69 kV 46.37
ND  Prairie-Grand Forks 0746 69 kV 6.30
ND  South-Hatton 0768 69 kV 28.60
ND  Prairie-Minnkota 0772 69 kV 13.30
ND  EIk Valley-Larimore 0776 69 kV 1.70
ND  Grand Forks (WAPA) 0786 69 kV 10.16

Total 69 kV 106.43
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