Xcel Energy-

February 9, 2009
VIA ELECTRONIC FILING
AND U.S. MAIL

Darrell Nitschke

Executive Sectetaty and Director of Administration
North Dakota Public Service Commission

State Capitol

600 Fast Boulevard

Bismarck, ND 58505-0480

RE: RESOURCE PLAN AND ACQUISITION UPDATE
Dear M. Nitschke:

As part of the Settlement Agreement in our recent electric rate case (Case No. PU-07-
776), Northern States Power Company, a Minnesota corporation operating in Notth
Dakota (“Xcel Enetgy” or the “Company™), committed to processes that ensure greatet
involvement for the North Dakota Public Service Commission (“Commission”) and its
Staff in our resource planning and acquisition efforts. While we will make our first
Resource Plan filing to the Commission pursuant to this commitment in July, we
provide this update of recent activities. Because resource planning is an on-going effort
that adapts to changing circumstances, we believe such updates will be important to
ensuting we achieve out goal of ensuting greater Commission involvement and
ovetsight of our planning and acquisitions.

We welcome any feedback the Commission or Staff have on the content or usefulness
of this update.

A. RESOURCE ACQUISITIONS

Several of our on-going resource acquisition efforts will result in resources smaller than
the 50-MW threshold provided in the Settlement for filing an Advanced Determination
of Prudence filing with the Commission. However, in aggregate, they reach a
meaningful size and cleatly relate to issues that were of concern to the Commission in
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out tecent rate case. For that reason, we provide this status update on our cutrent
acquisition efforts.

7. Acguisition of Wind Energy

Our Resoutce Plan includes actions to acquire wind energy that provides needed, cost-
effective enetgy to our system and meet the requirements and commitments we have
made in the jutisdictions we setve. As you are aware, we have committed to add 200
MW of wind in North Dakota, and have a 10-percent Renewable Energy Objective.
Our proposed Metrricourt project, if approved, would fulfill 150 MW of that
commitment. For the NSP system, as of the end of the third quarter of 208, we were
acquiring approximately 12 percent of our energy from renewable resources,

We are continuing to take steps exploring our opportunities for fulfilling the remaining
50 MW of our North Dakota wind commitment. To this end, we are considering
oppottunities to pattner with others and/or issue a North Dakota solicitation for
proposals to identify projects and facilitate our selection. The changing market may
offer opportunities to secute additional North Dakota wind resources at cost-effective
ptices.

We look forwatd to exploting and procuring the additional wind resources to fulfill our
North Dakota commitment. We will keep the Commission informed of out effotts as
they develop and will ptovide a mote comprehensive discussion in our upcoming July
North Dakota Resource Plan filing.

In addition, we committed in our 2004 Resource Plan to add 500 MWs of Community-
Based Renewable Fnergy (CBED) in Minnesota by the end of 2010. As of the end of
2008, we had approximately 78 MW of CBED projects in operation, with an addition
46.5 MW under contract and expected to be operational by the end of 2009, We are
currently negotiating contracts for approximately 225 MW in CBED projects that were
identified in a solicitation issued at the same time as we initiated out efforts to develop
Company-owned wind (the effort that resulted in the Merricourt and Nobles projects).
Our experience with these projects indicates that not all of these projects will be
successfully contracted; howevet, even if they were, we are still short of meeting the
Minnesota commitment.

Cleatly, out efforts to develop and secure additional wind resources on our system have
been hampered by transmission availability and access issues. Recent reforms to the
MISO queue process appeat to have opened new opportunities for CBED and other
wind projects to interconnect to the transmission system. To ensute we can meet out
commitment with the most cost-effective projects possible, we recently issued a new
CBED RFP secking proposals that will be opetation by the end of 2010. Proposals are



due on February 20, 2009. We provide a copy of that solicitation as Attachment A. We
expect that these MISO teforms will also benefit viable North Dakota projects seeking
transmission access, and hope to see a greater availability of projects with transmission
access as we undertake efforts to complete that commitment.

Finally, while curtent economic conditions have adversely impacted wind development,
we anticipate that the passage of the federal stimulus package will provide for a three-
yeat extension of the Production Tax Credit and alternative means for developets to
obtain financing (such as the opportunity for a one-time election to have a project
participate in the Investment Tax Credit). We hope that these initiatives will enhance
the feasibility of new project development and ensure additional cost-effective wind
resources for our customers.

2. Bay Front Plant Modifications

We have previously provided on an informal basis some general information regarding a
planned biomass gasification project at our Bay Front plant in northern Wisconsin. We
have now completed our study of this project and anticipate filing an application for the
necessaty Wisconsin approvals later this month. Although not requited by the
Settlement, we also plan to make an Advance Determination of Prudence filing with the
Commission by the end of first quarter to ensure Commission awareness and
consideration of this project

The project consists of modifying the Bay Front plant to produce synthetic gas
(“Syngas”) from biomass that can then be used to produce electricity. The proposed
project includes new biomass receiving-and-handling facilities, an external gasifier,
modifications to the existing coal-fired boiler and auxiliaties, and an enhanced air quality
control system.

The project will decrease the amount of electric generating capacity from the current
rating of approximately 32 MW to an estimated 20 MW when burning Syngas; however,
because the boiler will retain the ability to generate 32 MW of electricity when burning
100 petcent natural gas, we do not expect the project to impact the plant’s total summer
acctedited capacity. This project will help us meet renewable requirements or objectives
in all of the states we setve, as well as demonstrating new technology that may have
useful applications in the future. If approved, this project would go into service in 2012
and cost approximately $58.1 million,

B. RESOURCE PLAN

As the Commission is awate, out current Resource Plan is pending before the
Minnesota Public Service Commission. Comments and replies have been submitted in



that proceeding, and the matter awaits Commission action, which we expect will occur
in second quarter. Attachment B provides a filing we made in that proceeding to
provide a general update of our plan. We made this submission in an effort to help
bting that proceeding to close. As noted in that submission, changed economic
conditions have led to some changes in our Plan since the time proposed, generally
indicating a delay or cancellation of previously identified resources.

The Minnesota Commission will determine the timing of our next full Minnesota
Resoutce Plan filing when it considers the pending filing. We will notify you when the
Minnesota Commission schedules our current Plan for consideration.

C. CONCLUSION

We hope this information is useful and helps achieve the objectives of the Settlement
Agreement. We anticipate covering these and other Resource Planning issues at our
upcoming Petiodic Information Exchange meeting, which will be scheduled after the
cutrent legislative session. Qur goal is to have a good foundation for discussion in
anticipation of our upcoming Notth Dakota Resoutce Plan filing, due July 1, 2009.

Meanwhile, we welcome any feedback or questions you may have regarding this filing or
out cutrent Resource Planning efforts. Please contact me at 701-241-8632, if you wish
to discuss.

Sincerely,

Lot ffoditt

DAVID SEDERQUIST
SR. REGULATORY CONSULTANT

Enclosure

C Service List
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Northern States Power Company
Request For C-BED Wind Proposals

January 21, 2009

Introduction

Northern States Power Company, a Minnesota Corporation (“NSP” or
“Company"), is seeking proposals for 20-year Power Purchase Agreements ("C-
BED REPA") through issuance of this Request for Proposals ("RFP”} for
Minnesota Community-Based Energy Development {(C-BED) wind projects.

The Company is seeking proposals that satisfy all of the proposal requirements
described in this RFP document. Proposals are due on February 20, 2009, -

Legislative/Regulatory Coritext

Pursuant to Minnesota Statute §216B8.1612 (“C-BED Statute”), NSP is seeking
proposals for new Minnesota wind generation resources to be in commercial
operation by December 31, 2010, NSP wiil sesk regulatory approvals for any .
resulting power purchase agreements from the Minnesota Public Utilities
Commission {MPUC) according to the C-BED Statute provisions.

Eligible Resources

For purposes of this RFP, a tesource will he considered eligible for consideration

if {i) the proposed project meets the Minnesota C-BED eligibility requirements

described in the C-BED Statute, (il it is a wind-energy generation facility, (jii) is

located in Minnesota, and (iv) satisfies the pricing and interconnection

requirements of this RFP. Only C-BED ellgib!e resources will be conssdered
under this sollcitation .

Pricing

The C-BED Statute currently states that the tariff must provide for pricing for a C-
BED project that is “higher in the first ten years of the C-BED REPA than in the
last ten years”. For purposes of caleulating the net present value of an
equivalent levelized pricing stream, bidders should assume an NSP discount rate
of 7.41%. For clarity, the determining criteria for C-BED qualification is the
project ownership structure as outlined in the C-BED Statute Section 1,
Subdivision 2 and therefore bfdders can propose pricing structures that are not
front-loaded.

Bidders must provide a breakdown of transmission cosis associated with their

{PAGE }
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proposal, including detailed pricing assumptions for direct interconnection costs,
network upgrades, system protection facilities, and contingent transmission
costs,

Bidders must provide pricing both with and without conslideration of the
Federal production tax credit (“PTC”). Proposals submitted without both
pricing streams will be considered incomplete.

Selected C-BED projects will sell renewable energy {including all associated
attributes) to NSP under a 20-year Renswable Energy Purchase Agreement {“C-
BED REPA). NSP will develop C-BED REPAs with bidders selected through this
solicitation. Two Model C-BED REPAs will be made available on the Xcel
Energy website several days aiter the issuance of this RFP:
xcelenergy.com/RFP to familiarize bidders with the terms and conditions under
which NSP purchases wind power, Proposals for less than 20 MW nameplate
wind capacity are dirscted to use the Small Wind Model and proposals that are
20 MVV or larger are directed to use the Large Wind Model. Note the Security
provisions are described in Article 7 of the Small Wind Modst and Article 11 of
the Large Wind Model. Due to certain provisions, bidders are strongly
sncouraged to review the Model G-BED REPA forms, including but not limited to
the Security provisions, which could impact proposal pricing. In addition, NSP is
interested to hear from bidders if there are specific provisions of the model
contracts that are potential concerns relating to project development or project
viablility at this time.

Delivery and Inferconnection

The proposed wind generating units must be physically located in the State of
Minnesota and the Point of Delivery shall be at a location within the Midwest
independent System Operator's (Midwest IS0O's) operational control.

Bidder shall be responsible for paying all Midwest {SO costs associated with an
interconnection request. Bidder will also be responsible for the cost of alf direct
interconnection costs and those costs should be embedded in the cost of
Renewable Energy in the bid. The cost of network upgrades for which Bidder Is
nof entllled to reimbursement under their interconnsdstion agreement should he
included in the Renewable Energy price. Bidders shali identify and quantify (to
the extent possible) any unknown or contingent network upgrade costs that they
are aware of associaled with inferconnecting their project Bidder shall provide
the applicable Midwest ISO Generation queue number In their proposal as well
as other Interconnection information as described below under Tab 5,
Interconnection. -

In order of preference, the Company will conslider proposals for projects
with the following:

{PAGE }
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(i} Signed Midwest 1SO Generator interconnection agreement

(ii) Completed Midwest ISO facility study,

(ili)Assignhed to the Midwest ISO Definitive Planning Phase

(iv)Midwest ISO System Planning and Analysis Phase study results
Indicating project will qualify for Definitive Planning Phase

(v) Interconnecting at distribution level voltage

Bid evaluation will give priority to those proposals that have an existing
interconnection agreament or approved plan to be interconnected at distribution
voltage, followed by those projects that are the furthest advanced in Midwest
ISO's Gensration Interconnection Process.

A successful bidder will be required to provide a letter of Voluntary Consent
authorizing communication between the NSP Wholesale Merchant Function and
the fransmission owner/provider in accordance with 18 CFR 358.5 (b)(4) (FERGC
Order No. 2004 et seq.).

The following is a link to a web page containing notices of Voluntary Consents
previously provided {o NSP.

{ nyperLINk hitp/fwww.rmao. com/xfpp/nsp sf postmqs/FERC-TPSOC NSP-
WrittenConsents.pdfr 1}

Bidder shall arrange and be solely responsible for all costs associated with the
delivery of energy to the point of interconnection with the Midwest ISO member
system. Bidder shall also be responsible for all losses incurred in transmlttmg

energy from Facility to the point of interconnection. :

As a part of the bid evaluation, NSP will estimate the relative risk of compensated
curtallment (on terms consistent with the Model C-BED REPAs) of projects both
in expected frequency and level of curtailment and expected cost to NSP and its
customers. These estimates will be donhe by employees who are familiar with
these transmission systems but who are outside of the ransmission organization
and the estimates will be made without the benefit of Midwest ISC system Impact
studies, unless such studies have already be done. Proposed projects with high
risks of curtailment are less desirable as they will increase potential cost.

When applicable, the Company is willing to consider accepting the vendor's risk
of cost responsibility for future unknown transmission improvements resulting
from their queue position as higher queued projscts are interconnected 1o the
Transmission System or withdraw from the interconnection gueue “Contingent
Obligations”. In the November 10, 2008 Order under Docket E-002/M-08-516,
the MPUC stated that they would evaluate this type of pass-through of
Contingent Obligations on a case-by-case basis along with the remainder of any
purchase power agreements submitied for MPUC approval. if the Bidder is
requesting to include this type of provision for their proposed project, they should
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indicate this request in their proposal along with any details of the type of
possible transmission upgrades, range of cost estimates, ste,

The Company reserves the right to request additional information or clarification
on or pettaining to Issues related to queue position, Including the cost of
maintaining a queue position.

Schedule (Estimated and subject to change)

NSP's objective is to complete the evaluation, identification and negotiation of
selected proposals as set forth below,

'RFP Issued by NSP | January 21,

' 2008
Proposals for New Projects Due to | February 20,
NSP 2008
Evaluation, Clarifications, Due February — April,
Diligence, Negotiations 2009
C-BED REPA(s) submilted to May, 2009
MPUC for approval
Latest Deasired Commercial December 31,

Operation by 2010

Pre-Bid Information

Pi’ior to the submittal of proposals, prospactive bidders may contact Rick
Peterson with questions related fo proposal submittal requirements:

Rick Peterson

Telephone: (612) 330-5831

* E-mall address: { HYPERLINK "mailto:" }{ HYPERLINK
"mailto:richard.d.peterson@xcelencrgy.com™ }

If Rick Peterson is unavailable, you may contact Alissa Oppenhsimer at (612)
330-7543 ({ HYPERLINK "maiito:alissa.j.oppenheimer@xcelenergy.com })

* E-malling Is the preferred method of contact.

Proposal Submittal

Far each new proposal submitted, bidders must provide a complets, signed
original proposal as well as three paper copies and one CD-ROM copy of all bid
documents delivered to the following designated NSP contact person no later
than 5:00 PM Central Standard Time on February 20, 2009,
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Rick Peterson

Resource Analyst

414 Nicollet Mall (Marquette Plaza Suite 720)
Minneapolis, Minnesota 55401

Attention: NSP 2009 C-BED RFP Proposal

Each propoesal must be physically delivered to Rick Peterson or Alissa
Oppenheimer by the bid deadline by hand, courier, registered mail or certified
package delivery service. Faxes and E-mails are not acceptable means of
bid submittal.

Proposal Clarification Questions

NSP may e-mail proposal clarification questions to bidders. Bidders will be
expected to provide an e-mail response or other written response to such
clarification questions within 5 business days.

Due Diligence Meetings

NSP may conduct due diligence meetings. The purpose of these meetings will be
o review proposal details, including, without limitation, issues related to sslected
equipment, land/site, parmits, transmisslon, development experlence, financial
background and capabilily and similar issues. Bldders may be asked at these
meetings or via follow-up e-mails fo provide additional information to NSP.
Bidders will be expected to provide an e-mail response to such due diligence
questions within 5 business days.

Interconnection and turbine availabliity will get considerable attentlon
during due diligence. Bidders should be prepared for-that attention.

C-BED REPA Negotiations

NSP will conduct G-BED REPA negotiations with bidders whose proposals the
Company believes can provide the best value to our customers. Atthe
Company’s sole discretion, C-BED REPA negotiations may be terminated for
lack of progress or timely conclusion.

List of Attachments

« Form R: Delivery Arrangements
o G-BED Affirmation

Representations
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Prior to the execution of a C-BED REPA, NSP reserves the right at any fime to:

o Accept or reject any proposals not received on or before the due date
specified;

« Accept late or non-conforming proposals;
¢ Reject any or all proposals;
+ Obtain clarification from bidders concerning proposals,

¢ Request from a bidder, information that is not expliciily stated in this
document;

« Negotiate with other than the lowsst nominal priced proposal(s);

e Consider, evaluate and weigh factors relative to bids in NSP’s sole
discretion; and

+ Terminats the RFP.

Confidentiality

Bidders should clearly identify each page and piece of information claimed by
hidder to be confidential, trade secret or non-public. Submittal must include
justification for a claim of information having non-public status.

Proposal Submittal Req ulrements

A complete proposal will include one original and three additional copies, plus
one electronic version on CD-ROM, assembled in the following format:

e Tab 1 - Executive Summary: Provids a project summary and overview,

o Tab 2 — Project Description and Support Information: Include specific project
name, site location by Section(s), Township(s) and Range(s). Include project
site maps Hlustrating the physical location as related to other area features.
Also include any other pertinent support materials (i.e. — acknowledgement of
local governmental support).

« Tab 3- Pricing: Proposals must clearly specify all pricing terms and comply

with Minn. Stat. §216B.1612 and the C-BED Tariff (Section 10, Sheets 160
through 162). Any and all indexed prices andfor price escalations must be

{PAGE }
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fully explained. Bldders must offer pricing valid through the September
1, 2009. Indicatlve pricing is nof acceptable.

Bidders must provide pricing both with and without consideration of the
Fedoral production tax credit.

+« Tab 4 — Turbine Availability; Proposals must include discussion of the status
of wind turbine availability and a specific schedule of anticipated activities
necessary to acquire said turbines. The schedule should identify decision
and equipment deposit deadlines

¢ Tab 5 — Interconnection: Describe the planned interconnection site by
Section(s), Township(s) and Range(s) and iliusirate as related to other area
features. In addition, provide the actual point of inferconnection, including
substation name, voltage level, or if tapping and existing line, the line voltage
level and substations located on each end of the tap point. This tab should
Include a completed Form R, Delivery Requirements (see attached form).
Bidder shall provide ali of the following information with their proposal:

o Copies of all interconnection requests flled with Midwaest ISO or other
regional transmission organizations relevant o the bid.

o Copiss of all documentation evidencing the status of the proposed
projects: (i) feasibility study; (ii) system impact study; and / or (lii}
facility study or links to the documents on the Midwest ISO website.

o Coples of the executed interconnection agreament, or unexecuted
interconnection agreement draft.

o Financlal analysis relating to any costs to be incurred with regard to the
interconneaciion agreement, including cost of installing the direct (and
unreimbursed) interconnection facilities, the unreimbursed portion of
any network upgrades that have been identified, and a discussion of
any unknown or contingent network upgrades for which the project
may by responsible; V

o Detalled discussion of the issues surrounding expected curtaiiments
pertaining to the project. "

¢ Tab 6 - Affirmation: Complete the attached C-BED Affirmation acknowledging
the proposed project imeets the C-BED Statute ownership and project
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qualifications contained in Minn. Stat. §216B.1612 and the C-BED Tariff
{Section 10, Sheets 160 through 162).

Attachments

+ GC-BED Affirmation
¢ Notice of Customer Voluntary Written Consent
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TAB 5

Interconnection

Describe the planned interconnection site by Section(s), Township(s) and
Range(s) and illustrate as related to other area features. [n addition, provide the
actual polnt of inferconnection, including substation name, voltage level, or if
tapping and existing line, the line voltage level and substations located on each
end of the tap point. This tab should include a completed Form R, Delivery
Requirements (ses attached form). Bidder shall provide all of the following
information with their proposai:

Q

Copies of all interconnection requests filed \ﬂ;iih Midwest 1ISO or other
regional transmission organizations relevant to the bid.

Midwest ISO queue number and G number.

Cépies of all documentation evidencing the status of the proposed
projects: (i) feasibility study; (ii) system impact study; and / or (i) '
facility study or links to the documents on the Midwest 1ISO website.
Co;}les of the executed Interconnection agreement, or unexecuted
interconnection agreement draft.

Financial analysis relating fo any costs to be incurred with regard to the
interconnection agreement, Including cost of Installing the direct (and
unreimbursed) interconneaction facllities, the unrelmbursed portion of
any network upgrades that have been Identified, and a discussion of
any unknown or contingent network upgrades for which the project
may by responsible;

Detalled discussion of the issues surrounding expected curtaiiments

pertaining to the project.
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| TAB 6
Community Based Energy Development (C-BED) Affirmation

As an authorized agent or representative for
| acknowledge and confirm that this C-BED wind project proposal as
submitted to Northern States Power meets the C-BED Statute
ownership and project qualifications contained in Minn. Stat.
§216B.1612 and the C-BED Tariff (Section 10, Sheets 160 through

162).

Sighature: ——

Print Name:
Title:
Address:

- Telephone Number: - _

Date:

{PAGE }
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Northern States Power Company

Notice of Customer Voluntary Written Consent

The FERC Standards of Conduct Regulations 18CFR Part 358.5(b)(4) states that
a non-affiliated transmission customer may voluntarily consent, in writing, fo
allow the Transmission Owner and/or Transmission Provider (Midwest
Independent System Operator, or Midwest 1SO) to share the non-affiliated
customer’s information with a Marketing or Energy Affillate which in this case is
the Merchant Function of Northern States Power Gompany, a Minnesota
Corporation. The Transmission Owner and/or Transmission Provider must post
notice on the OASIS or a similar Internet website that consent has been given,
along with a statement that the Transmission Owner and/or Transmission
Provider did not provide any preferences, either operational or rate-related, in
exchange for that voluntary consent,

Slgnature of this form by the project developer serves as voluntary written
consent allowing the Northern States Power Company Wholesale Merchant
Function to engage in non-public transmission/interconnection related
discussions associated with the existing and a possible future power purchase
agreement betwesn Northern States Power Company and the project developer.
Xcel Energy will malntain and protect the confidentiality of all information
received from the Transmission Owner andfor Transmission Provider pertaining
to the project developer’s transmissionfinterconnaction facilities.

Project Developer:

'MERGEFORNIATS_

Project Description for which written consent is given:

Signed:

Print Name:

Title:

Date:
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Please send a sighed written consent lstter to the Transmission Owner and/or
Transmission Provider and a copy to the Northern States Power Company
Wholesale Merchant Function contact below:

Transmission Owner

To be identified by Project Developer

Transmission Provider

Website link: { HYPERLINK _
“hﬁp:f/www.mEdwestmarket.org!pagelGeneratoHinteroonnec_tion“ }

Northern States Power Company Wholesale Merchant Function
Tom McDonough )

Manager, Transmission Access

414 Nicollet Mall (Marquette Plaza Suite 700)
Minneapolis, Minnesota 55401

(612) 337-2258

{PAGE }
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Xce’ Ener gy“ 414 Nicollet Mall

Minneapolis, Minnesota 55401

Februaty 9, 2009
- ViA ELECTRONIC FILING -

Butl W. Haar

Executive Sectetary

Public Utilities Cominission

121 East Seventh Place, Suite 350
St, Paul, MN 55101-2147

RE: 2007 RESOURCE PLAN UPDATE
DockeTr No. E002/RP-07-1572

2007 RENEWABLE ENERGY PLAN UPDATE
Docker No. E002/M-07-1558

Deat Dy, Haar:

Notthern States Power, a Minnesota cotporation, is pleased to submit this 2009
Update to ous 2007 Resoutce Plan and Renewable Energy Plan proceedings. ‘This
update is offered to provide the Commission and interested parties a current view of
out effosts to meet out tesource needs including our progress toward meeting the
rencwable energy standards and objectives in the states we setve.

In the attached update, we review the status of our 5-Year Action Plan including our
progress in zmp}ementmg our Renewable Enetgy Plan. Itis intended to assist the
Commission in judging how best to bring both the Resouitce Plan and Renewable
Energy Plan dockets to closute,

We believe we ate at a point in out planning that lends itself to closute of the 2007
Resoutce Plan and Renewable Enetgy Plan, With the exception of the change in the
timing of the next peftkmg resource as discussed in the attached comments, the rest of
the elements of out action plan ate well underway and will be addressed by the
Commission in vatious acquisit{on and need dockets, It would be most helpful for
the Commission to addtess the issue of DSM goal setting at this time as we prepate
our Consetvation Improvernent Plasi filings that will be submitted to the Office of
Enetgy Security in June of this yeat.
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Please contact eithet me at (612) 330-6732 ot Betsy Engelking, Managet, Resoutce
Planning and Bidding at (612) 330-7987 if you have any questions regarding this filing.

Sincerely,
/s/

JAMES ALDERS
DIRECTOR, REGULATORY ADMINISTRATION

Enclosures
¢ Setvice List
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STATE OF MINNESOTA
BEFORE THE
MINNESOTA PUBLIC UTILITIES COMMISSION
David C, Boyd Chair
}. Dennis O’Brien Commissioner
Thomas Pugh Commissioner
Phyllis A. Reha Cornmissioner
Betsy Wergin Comimissioner
IN THE MATTER OF AN APPLICATION DocKET No. E-002/RP-07-1572
BY NORTHERN STATES POWER
COMPANY, A MINNESOTA
CORPORATION, FOR RESOURCE PLAN
APPROVAL 2008-2022
2007 RENEWABLE ENERGY PLAN DockrT No, E-002/M-07-1558
2009 UPDATE

INTRODUCTION

On Decembet 14, 2007, Notthern States Power Company, a Minnesota
cotporation (“Xcel Energy” or the “ Company™), filed out 2007 Resoutce Plan
with the Commission. 'The 2007 Resource Plan provided specifics as to how
we would cost-effectively meet out customers’ needs for enetgy and capacity
while complying with all state and federal requirements. Oug Action Plan
proposed a diverse mix of resources including coal, nucleat, hydro, wind,
biomass and natural gas and resulted in a 22% 1cductton in carbon dioxide
emissions from 2005 levels by 2020.

In conjuncton with our Resoutce Plan, on December 10, 2007 we filed a
Renewable Energy Plan putsuant to Minn. Stat. 216B,1691, subd. 10. The
Renewable Enetgy Plan sets out out proposal for acquiting sufficient
senewables to meet Minnesota’s Rencwable Energy Standard, including out
plans for acquiting both C-BED and non-C-BED resources, The plan
discussed our intention to acquire 2600 MW of additional wind by 2020 and to
distsibute that acquisition among owned, PPA and C-BED wind such that our
pottfolio eventually consists of roughly equal propottions of each.
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Since we filed our Resoutce Plan, the nation has experienced a significant
economic downturn. Like many companies, we are constantly reviewing our
sales fotecasts and revising our plans to address the effects of this recession. In
our September 5, 2008 reply comments, we offered a revised forecast and
proposed to delay several resources that were contained in our Action Plaa.
Since those comments were filed, we have continued to review our options in
otder to ensure that we are meeting our customets” needs and our obligations
at reasonable cost.

Our review leads us to conclude that out Resource Plan and our Renewable
Enetgy Plan continue to be sound approaches to meeting our customers’
enetgy requirements. However we believe it is prudent to readjust our five-year
Action Plan slightly by deferting the acquisition of a peaking resoutce originally
planned for 2011.

Resoutce planning is a dynatnic process of constant reevaluation as new
information becomes available, espccna}ly during periods of rapid change in the
economy, as We atre cuuently experiencing. It can become difficult to judge
when one cycle of the review process should end and the next begin. In some
citcumstances, it is appropriate to addtess changes within the review cycle.
However if the review process continues too long, too much of the undetlying
analysis can become too outdated. ”

We believe we are at a point in our planning that lends itself to closute of the
2007 Resoutce Plan docket. With the exceptioni of the change in the timing of
the next peaking resonrce, the rest of the elements of our Action Plan are well
underway and will be addtessed by the Commission in various acquisition and
need dockets. 'The issue that has received the most comment in our Plan has
concerned what tatgets ot goals should be st for demand-side management
efforts in the near term, Our Action Plan proposcs stepped up goals for three
yeats to address this issue,

"This update is offered to provide the Commission and interested parties a
current, comprehensive view of out efforts to meet out resource needs
including our progress toward the renewable energy standards and objectives in
the states we setve. In the sections that follow we review the status of out
action plan including out progress in implementing our Renewable Energy
Plan,
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L. BACKGROUND

The 2007 Resource Plan was based on our projection of 1.2% annual demand
growth and 1.1% atinual energy growth, After accounting for curtent
resoutces, out plan showed that capacity additions would be required as eatly as
2011. Key components of the action plan included:

e Increasing our DSM goals to achieve 1.1 percent annual energy sav?n,gs.
e Ingmlling sufficient renewables to meet our legislative fequirements.

o Completing our planned solicitation fot peaking resources in 2011.

o Dxtending the life of Praitie Island nucleat plant and increasing the
capacity at both Prairie Island and Monticello.

Puysuing capacity expansion at Shetco.

Investigating the tepowering of our Black Dog facility.

Completing our planned extension of our Manitoba Hydro agrecments,

Continue and suppott efforts to ensure that sufficient transmission
resources ate available to get needed generation to load.

o Initiating processes to acquire addidonal peaking and intermediate
capacity.

e & o 9

On June 16, 2008, several patties submitted comments in tesponse to out plan
including the Minnesota Office of Enetgy Secutity (the “Office” or “OES”),
Izaak Walton League of America-Midwest Office, the Union of Concerned
Scientists, Fresh Energy, the Minnesota Centet for Environmental Advocacy
(“MCEA”), Minnesota Chamber of Commesce, Excelsior Enetgy, and the
Praitie Island Indian Community. While parties were generally supportive of
ot plan, they did raise some concerns. In particular, the OES and the MCEA
proposed higher DSM goals.

In out reply comments dated September 5, 2008, we addressed both the
comiments faised by patties and the impact of changing economic conditions
on out plan. Based on patties’ comments and further exploration, we proposed
to phase in a 1.3% DSM savings goal by 2012. We also updated our model to
account for a lower fotecast, hew teserve maigins and reduced shott-term
putchases. The resulting plan eliminated the need for a peakmg facility in 2012
and dehyed another facility to 2014. We also proposed moving the Black Dog
tepoweting proposal to a 2015 commetcial operations date instead of 2013,
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Pursuant to our Renewable Energy Plan, we issued an RFP in December 2007
for up to 500 MW of Company-owned wind projects, and in June 2008 we
issued an RFP for C-BED wind to be in setvice by the end of 2009, Our
progtess on these REFPs is included in the update below.

II. UPrDATE ON RESOURCE ACQUISITION ACTIVITIES

Since filing our reply comiments, we have continued to évaluate and tefine our
plan with the goal of ensuring that the size, type and timing of our facilities are
reasonable undet a number of possible futute load growth scenarios, With this
in mind, we provide the following update of the action plan and proceedings
that have been initiated in conjunction with our 2007 Resource Plan filing,

A. DEMAND-SIDE MANAGEMENT GOALS

We are in the process of prepating our Triennial CIP filing, which is the next
step in implementing the enhanced DSM goals that have been established by
the legislatute. The filing will provide project proposals that are designed to
achieve out long-term DSM goals. We ate cuttently developing that plan using
the phased-in DSM go'ﬂs that we proposed in our September 2008 1epiy
comments: 1.15% savings by 2010, 1.2% in 2012, and 1.3% annual savings in
2013 and for which we seek approval of in our Action Plan,

B. SHERCO UPGRADES

Our 2007 Resource Plan filing inchuded a proposal to achieve additional
capacity and enetgy at out Sherco Generating Facility in conjunction with
envitonmental improvements. We provided the Pollution Control Agency and
the Comtnission plans for achieving those reductions as required in
Minnesota’s Metcury and Emissions Reduction Statutes,

At this time we are moving forward with the capacity addition at Shetco 3 as
well as the installation of a mercury control system. Our original plan stated
that the uprate would increase capacity by qpploximqtely 17 MW in total and
Xcel Energy’s shate of the increased capacity would be 10 MW. Engineering
has progtessed and it now appeats the total prodiiction capacity increase will
mote likely be in the range of 25 to 30 MW. Xcel Enetgy’s shate of the
increased capacity would be 15 to 18 MW. Under the cuartent schedule, the
additional capacity will be available by the end of 2011, We sespectfully renew
our request for approval of the Sherco 3 uprate as patt of out Resoutce Plan.
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Out plan to reduce emissions at Sherco 1 & 2 was much broader in scope and
called for completcly replacing the wet scrubber precipitator pollution control
equipment with spray diyer absorber baghouse technology, an investment of
approximately $800 million dollats. We also looked at pesforming efficiency
improvements and increasing capacity by approximately 70 MW at the same
time as we completed the environmental improvements, The capacity
improvements were estimated at approximately $245 million.

After initial engineeting wortk, a review of the current economic climate and
our cutrent load growth scenarios, we concluded that it would be prudent to
delay these projects at Shetco 1 and 2, On November 5, 2008 we petitioned
the Commission for permission to withdraw our Comprehensive Emisstons
Control and Upgrade Plan for these units. That withdrawal request was
granted on December 9, 2008,

We ate continuing to review out options and tequiteinents for these units. We
are required to file Mercuty Plans for these units in 2009. We will provide an
update in our next Resource Plan filing regarding further emissions projects
and potential uprates. |

C. 2011 PEAKING REQUEST FOR PROPOSALS ("RFP")

Pursuant to the Commission’s Osder in our 2004 Resource Plan (Docket
E002/RP-04-1752), we issued an RFP in November 2007 for 160 MW (136
MW net) of peaking capacity to be in setvice by 2011, In August 2008 we
selected two pioposals and began negotiation, Duting negotiations, parties
proposed new pricing that required us to reevaluate both proposals in the
context of the entite tesource plan. At the same time we began seeing declines
in sales as the economy weakened. Based on oust analysis of expected load, we
determined that by increasing short-term putchases by less than 100 MW in
2011 and 2012, the peaker could be delayed until 2013 or 2014, saving
customers over $25 million. Based on this conclusion, we have discontinued
our negotiations for a 2011 facility.

Undet out cuttent assumptions, we will likely need to begin a new resource
acquisition process for peaking capacity in 2010 or 2011 to meet an anticipated
2013 ot 2014 need, However, we recognize that thete is considerable
uncertainty regarding economic recovery. 1f the economy wete to recover
eatlier than we. cutrenﬂy project, we may need to advance the start of this
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acquisition process. We will continue to monitor the situation and bring a
proposal to the Commission to acquire peaking capacity eatlier if necessaty.

D. ADDITIONAL DRY CASK STORAGE AND POWER UPRATES AT OUR
NUCLEAR FACILITIES

On Januaty 8, 2009, the Commission issued its order granting our Certificate of
Need fot an extended power uprate at our Monticello Nuclear Generating
Station (Docket No, [1002/CN-08-185), The authotization allows us to
inciease the plant s production capacity by appioxnnately 70 MW and will play
a significant role in our efforts to reduce the carbon emissions of out fleet. We
are in the process of obtaining NRC approval for amendments in the plant’s
opetating license to accommodate the uprate. We plan to begin the necessary
retrofits for the uprate duting the 2009 refucling outage, and completing them
by 2011.

On Miy 16, 2008 we filed two Cettificate of Need (“CON”) applications for
Praitie Island. Docket No. E002/CN-08-509 is for out extended power uprate
that will increase production capacity by approximately 160 MW and Docket
No, E002/CN08-510 is for additional d1y cask storage to support extending
operation through 2034. Testimony is due in these proceedings on April 1,
2009 and we anticipate Commission action by the end of the year.

The nuclear life extension and uptates continue to be our most cost-cffective
options to meet anticipated needs over the planning period. We are moving
forward with these proceedings and expect to complete Life Extension and the
extended power uprates at Prairie Island by 2016.

E. MANITOBA HYDRO CONTRACT EXTENSION

We ate continuing to fiegotiate a contract with Manitoba Hydro to implement
the agreed-upon term sheet for 2 10-yeat putchqse of 375 MW of capacity with
5x16 enetgy starting in 2015. "This resource is a replacement for our current
500 MW purchase from Manitoba Hydro. The term sheet also extends our 350
MW diversity exchange through 2025,

Since the tetm sheet was signed, the Midwest Reliability Organization has
adopted new tesoutce adequacy tequitements that ate somewhat different than
the standatds previously used in MAPP to accredit capacity, We have been
wortking with MISO and Manitoba Hydto to ensure that the capacity under the
new agreements can be used to meet out capacity obligations and reserve
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matgins. Those discussions have taken time. We have tecently extended the
term sheet to April 30, 2009, We expect to initiate a resource acquisition
docket before the Commission and seek approval of a contract some time this
year.

I, BLACK DOG REPOWERING

In our initial Resoutce Plan ﬁ_ﬁng, we discussed the possibility of retiting the
temaining coal facilities at Black Dog and repoweting the site with an additional
natural gas-fired combined cycle unit. Without this conversion, it appeats
Black Dog will tequite significant investments including environmental
improvements by mid-2015,

During 2008 we hired enginecting consultants to develop the costs and
schedules for this potential project. In out Reply Comments, we discussed
eatly tesults that indicate a 700-750 MW combined cycle unit in 2015 may be a
cost-effective option. We continue to evaluate this option at Black Dog,
including alternatives that would phase ina new facility over several yeats. We
plan to conclude out development process and update the Commission on the
resulting proposal yet this year.

G. BAY FRONT PLANT

In out Resource Plan we stated: “We will continue to pursue potential
repoweting and life-extension projects and propose them for implementation,
if - qppiopuate > We further stated that we wete studying the implications of
using biomass gasification at Bay Front, we expected to complete these studies
in 2008 and if feasible, file with the Comnission to desctibe the findings and
recommendations, We have completed that study and are looking to bring
forth a filing later this month to request eligibility for RES Rider recoversy for
our proposal to modifying the existing boiler #5 at Bay Front such that it is
able to produce synthetic gas (“Syngas™) from biomass that can be utilized for
pxoductlon of electricity. The proposed Project includes new biomass
Lecetvmg and handling facilities, an external gasifier, modifications to the
existing coal-fired boilet (boiler #5) and auxiliaties, and an enhanced air quality
control system.,

The project will decrease the amount of electtic generating capacity from the
curtent rating of approximately 32 MW to an estimated 20 MW when burning
Syngas. The boiler will retain the ability to generate 32 MW of electricity when
burning 100 percent natutal gas, however, The Company docs not expect the
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Project to impact the plant’s total summer accredited capqclty The addition of
this Project will help the Company meet our RES requirements, It will go into
setvice in 2012 and cost approximately $58.1 million.

HI. UrPDATE ON QUR RENEWABLE ENERGY PLAN

In December 2007, we filed out Renewable Energy Plan with the Commission
in Docket No, E002/M07-1558. We provide a brief update on out actions
under that plan so that the Commission has information on all activities that
affect our future resource mix.

A. C-BED AcCQUISITION

We continue to work to meét our cuttent commitment to have 500 MW of C-
BED resoutces on line by 2010. As of the end of 2008, we have. approximately
78 MW of C-BED projects in opetation and 46.5 MW under contract and
expected to be operational by the end of 2009. In addition, we are negotiating
contracts for 224 MW of C-BED projects that wese proposed to us in tesponse
to our June 2008 C-BED RFP,

Recent reforms to the MISO queue process appear to have c">pe'ned new
oppottunities for C-BED projects to interconnect to the transmission system
and increase the likelihood that we will be able to meet our goal. On Januaty
21, 2009 we issued a new C-BED REP to consider proposals that will be
opetation by the end of 2010. Proposals ate due on Febtuaty 20, 2009,

B. CoMPANY OWNED WIND ACQUISITIONS

One of the key components of our Renewable Energy Plan is toincrease our
ownership in wind projects. T'o advance that goal, we issued an RFP for up to
500 MW of Company-owned wind through a build-transfer process. On
December 3, 2008, we filed for Commission approval fos two wind projects
that we propose to own through a build-transfer process with our selected
developnient pattrer, enXco Development Cotporation. ‘The 201 MW Nobles
Wind Project, to be located in southwestern Minnesota, is planned to become
operational in December 2010, The 150 MW Mesricourt Wind Project, to be
located in southeastern North Dakota, is planned to become operational in
December 2011. At the same time, we also filed petitions with the North
Dakota Public Utilities Commission for a Certificate of Public Convenience
and Necessity for the Metricourt project and f01 an Advanced Determination
of Prudence for both wind projects.
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While the acquisition process that resulted in the Nobles and Merricourt Wind
Projects was desagned to acquire up to 500 MW, we decided to pursue two
projects at this time pmatily due to current uncertain economic conditions.
Like vittually all sectoss of the cconomy, cutrent conditions are affecting the
rencwable energy scctor. This uncettain and mote costly financing
environment has impacted the business development plans of the participants.
Additional uncertainty regatding longer-term tax policy suppott and the
potential form of Federal stimulus initiatives have also impacted plans and
project economics,

While current economic conditions have impacted ptojcct development,
evolving citcumstances may also offer potential opportunity to pattner and
suppott attractive projects. By electing to putsue the two projects selected in
the RFP, we have presetved some flexibility to invest further should
opportunity atise. We continue to actively monitor the wind power
development matket for ecotiomic investient oppoﬁumﬂes and we continue
to engage develope1s and other market patticipants in partnership dialogue,
We tecognize that any projects we may propose will need to be demonstrated
to be teasonable and prudent, and meet the feasonable cost standard identified
by the OES in its comments on our Renewable Enetgy Plan.

We ate on track fot meeting the States’ rencwable energy standards and
objectives as presented in out Renewable Energy Plan. Opeiational integration
of the Gtand Meadow Wind Project is well underway. Project management
relating to the development of the Nobles and Metricourt Wind Pio}ects js in
progtess. Suppott of the permitting and regulatory appiovqi processes is
underway. We look forward to exploting and procuting ¢ additional renewable
resoutces to meet customers’ needs. As we identify projects that we believe
could benefit our customers and out ghareholders, we will bring them to the
Commissions in the states we serve for considetation.

We have committed to add 200 MW of wind in Nosth Dakota, Our proposed
Metricourt ptoject, if approved, would fulfill 150 MW of that commitment.
We ate continuing to take steps explofing our opporttunities for fulfilling the
réemaining 50 MW, To this end, we ate cons1de1mg oppottunities to patrtner
with othets and/or issuc a Notth Dakota solicitation for proposals to identify
projects and facilitate our selection. The changing matket may offer
oppmtumnes to secure additional Nosth Dakota wind resources at cost-
effective prices.
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IV. REVISED ACTION PLAN AND FILING DATE

In summaty, we have modified our action plan to reflect the deferral of the
2011 peaking facility and the capacity expansion at Shetco Units 1 and 2,
Consistent with out initial action plan, we ptopose to continue to move
forward with our Manitoba Hydro Extension negotiations and out Black Dog
Repoweting mvesugqﬁon and will bring these issues to the Commission for
approval in the approptiate forums, Other resource additionswill be
considetred more fully in out next resoutce plan.

We respectfully tequest that the Comnission approve our 2007 Resource Plan
and our revised five-year Action Plan as follows:

o Significantly increase DSM goals to meet legislative requirements by striving to achieve
a 1.15% DSM goal in 2010, 1.2% in 201 1and 1.3% in 2012,

o  Iustall sufficient reneivables to miet the Minnesota RES and other states’ renewables
policies.

o  Oblain NRC and Minnesota approvals for additional dry cask stovage and power
nuprates at Prairie Lsland and Monticello.

e Pursiie tapacity excpansion at onr Sherco 3 coal-fired nnit.

o Continne to inuestigate repowering at Units 3 and 4 of onr Black Dog Plant.

o Iuitiate a new proceeding for approval of a 375 MW internwdiate and 350 MV
peaking resonrce from Manitoba Hydro that woild begin in 2015.

o Initiate a proceeding for 160 MW peaking resonrce in 2010 or 2011 that wonld be

Placed in service in 2013 or 2014,

Continite and support efforts 1o ensure that sufficient transniission resonrees are

available fo get ticeded power from generating plants in this resourve plan to Joad,

Commission approval of this Acton Plan, including our long-term DSM goals,
will allow fot closute of the 2007 Resoutce Plan and continued implementation
of items requiring near-term action, At the same time, we plan to statt
developing a new 15-year Resoutce Plan that will fully evaluate the effects of
cusrent conditions and futute projections on our long-range plans,

Cutrent economic conditions have resulted in increased volatility for many of
the assumptions we use in our planning. We hope to have a better
understanding of where the economy is going by the third os fourth quarter of
this year. 'To balance the need fotr mote stable information with the timely
development of a new plan, we propose that the Commission establish a filing
date of August 1, 2010 for out next Resoutce Plan.

10
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Y. CONCLUSION

The 2007 Resource Plan before the Commission is designed to implement
major legislative policies related to tenewables, energy consetvation and carbon
reduction while maintaining a reliable system at a reasonable cost. Intervenor
comments on our Resoutce Plan demonstrated broad support for many of out
proposals, and we believe the remaining issues can be tesolved in the
proceedings secking approval for specific resoutce additions. As we move
forward with a new plan, we commit to working with our stakeholders
including the Commissions of neighboring states to incorporate their issues
and ideas into out planning process,

Dated: Febsuary 9, 2009

Respectfully Subimitted by:
Nozthern States Power Company

/s/

JAMES ALDERS
DIRECTOR, REGULATORY ADMINISTRATION
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