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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF NORTH DAKOTA

In the Matterofthe Application Case No. PU-15-.
OF Northern States Power

Company foran Advance

Determination ofPrudence for

THE 200 MW COURTENAY Wind

Farm Project

Application for Advance Determination of Prudence

I. INTRODUCTION

Northern States PowerCompany, doingbusiness asXcel Energy, respectfully submits
to the North Dakota Public Service Commission this Application for an Advance
DeterminationofPmdence (ADP) pursuant to North Dakota CenturyCode Section
49-05-16, the SettlementAgreementin CaseNo. PU-07-776, and the Company's
commitments in Case No. PU-12-59. This ADP request is for 200 MW ofwind
generation to beaddedto theNSPSystem through the Company's development,
constmction,ownership, operation,and maintenance of the CourtenayWindFarm
Project (Courtenay Project). This 200 MW resource addition represents aprudent
opportunity forthe Company to ensure development ofgeneration inNorth Dakota
and to continue to meet the needs of all the customers we serve within our five-state
integrated systemin a cost-effective manner.

The Courtenay Project is a 200 MWwindresource in Stutsman County, North
Dakota that the Companyidentified for acquisition through its February 2013
Request for Proposals (RFP) for additionalwind resources. OnJuly 26,2013, the
Company requested anAdvance Determination ofPmdence(ADP) forpurchasing
the output of the Courtenay Projectthroughapowerpurchase agreement (PPA) in
CaseNo. PU-13-706. On Febmary26,2014, the Commission granted the requested
ADP.^

^Northern StatesPomrCompany A.dvanced Determination ofPrudence —Courtenay) WindProjectApplication, NDPSC Case. No.
PU-13-706, OrderAdopting Settlement, Revised Second Amended Comprehensive Settlement Agreement at 22
(Feb. 26,2014). Because under thePPA arrangement theCompany would not own theProject, no Certificate ofPublic
Convenience andNecessity (CPCN) was requested bythe Company or issued by theCommission. The Company has
separately requested theissuance of a CPCN in Case No.PU-15-175 for ourownership of this project. The Company
has also separately requested in Case No. PU-15-174, thetransfer the Certificate of Site Compatibility thathad
previouslybeen issued in Case No. PU-13-64.
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Circumstances surrounding the Courtenay Projecthavechanged since the PPAwas
approved. Unfortunately, Geronimo Energy, LLC (Geronimo), thedevebperof the
CourtenayProject, hasnot been able to secure financing or a thirdparty equity
investorfor the Project, and all parties havedetermined ingood faith the PPA cannot
be performed in accordance withits terms. If the Company doesnot stepin to
compbte the CourtenayProject,weare concerned that the Project will not be built at
aR

Having conductedadditionaldue diligence, and updatingourassumptions, in
associationwith the Company's proposed ownershipofthe CourtenayProject, our
analyses indicate that devebpment of this resource addition remains viable undera
different arrangement wherebythe Company acquires, develops, and ownsthe Project
on behalfof our customers.

Taking stepsto remedy the issues threatening the CourtenayProject isconsistent with
the Company's commitment to seekopportunities to investin generation within
North Dakota. Ratherthan risk project failure, takingan ownership rob will provide
benefits to our customers and to North Dakota. Not onlyare the landowners and
nearbycommunitieshosting this CourtenayProject countingon the base pa)mients,
communitysupport,and taxbaseprovidedbythis CourtenayProject,but the
Companyis also using North Dakota-based contractors and laborto constructthis
facility. And the ultimate success of this Projectwill further enhance the Company's
geographic diversity in its supplyportfolio.

The proposed transactionwill be in the formof the acquisition ofa limited liability
company (CourtenayWind FarmLLC), a subsidiary of CourtenayWind Holdings
LLC that holds all the assets of the facility. These companies are, in turn, affiliates of
Geronimo. The Companythen plansto merge the LLCinto the Companyand take
overdevelopmentofthe Project assetsdirectly. In addition,werecently enteredinto
the turbine supply agreement (TSA) and balanceofplant construction (BOP)contract
directly with the suppliers. We intend to compbte the Project,and own and operate
the facility by December 31,2016 to take advantageofthe available federal
Production Tax Credit (PTC).

Overall, the Courtenay Project'scosts are favorable under this stmcture,and it
remains an important part ofour future generationportfolio. WithCompany
ownership, the CourtenayProjectoffers attractive pricing for our customers and fits
within our strategy ofhaving a geographically diverse balance of Company-owned and
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PPA wind resources. Production at this facility will often displace more expensive
generation in our systemor in the wholesale market.

We estimate that with this 200 MW addition, system costs will be approximate^ $97
million lower over time, on a present value of revenue requirements (PVRR) basis^
than they would be if we abandoned the Project. Moreover, the Company's
ownership of the Projectoffers thesebenefitsto customersovera longerperiodthan
would be available under a PPA and at a higher capacityfactor now that we have
additionalinformation about the specific turbines to be used for the Project. Finally,
at the end of the 25-yearassumed fife, the Company will own the asset and can take
advantage ofany residualvalue that remains.

For these reasons,we believe acquiringthe Courtenay Project is pmdent, and the
Commission shouldgrant an ADP after notice and a hearing,if necessary,is held
pursuant to Section49-05-16. To achievethese benefits, it is necessaryto placethe
Courtenay Project in service by December 31,2016, when eligibility for the PTC is
current^ set to expire. In turn, this requires us to begin pouring foundations in 2015
to keep the Project on track. We, therefore, respectfully request that the Commission
process this Applicationpromptly and issue its decision by August 31, 2015.

In support of this Application,the Company provides the Direct Testimony of
Company WitnessesMs.Laura McCarten, Mr. Paul B.Johnson and Mr. Gregory L.
Ford and Ms. Elizabeth M. Engelking from Geronimo, as follows:

• Ms. McCarten's Direct Testimony provides the Company's perspective on the
value ofacquiringthis resource and presents the Company's policy
justifications for this purchase;

• Mr. Johnson's testimony provides the resource planning and modeling anafyses
of the Courtenay Project;

• Mr. Ford's testimony describes the constmction process and discusses the
criticalcontracts that comprise the keyobligations of the project; and

• Ms. Engleking's testimony provides Geronimo's perspective on the status of
the Courtenay Project and why it decided to sell the Project to Xcel Energy.

The remainder of this Applicationwill provide:

2Consistent with N.D.C.C. § 49-02-23, ail economic modeling contained in this Application does not cjuantify
environmental and other externality costs.
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• Description ofthe Applicant;
• Communications and Service;

• Standard ofReview;

• Courtenay Project Description;
• Cost Effectiveness ofProject;
• Pmdence of the Resource Acquisition;
• ReasonableMitigationofRisks; and
• Conclusion

II. DESCRIPTION OF THE APPLICANT

Xcel Energyis a Minnesota corporationduly authorized to conductbusiness in the
StateofNorth Dakota asa foreign corporation. The Companyconducts business in
the Stateof North Dakota as a public utility subject to the jurisdiction and regulation
of the Commission pursuantto Title 49 of the North Dakota Century Code. The
name and address ofXcel Energy is:

Northern States Power Company
414 NicoBet Mali

Minneapolis, Minnesota 55401

XcelEnergyalso operatesin North Dakota from the following address:

Northem States Power Company
2302 Great Northem Drive

Fargo, North Dakota 58102

The Company's Certificate of Incorporationwith amendments and Certificate of
Authoritywere filed with the Commissionon September30,2009 and October 12,
2009, respective^,in Case No. PU-09-664. CurrentCertificates of Good Standing
issuedby the North Dakota and MinnesotaSecretaries ofStatewere filed in the same
case on January 13,2014, and are incorporated herein by reference.

Xcel Energy has service territory in five upper Midwest statesincluding North
Dakota. Wepresently serve approximately 90,000 retail electric customers in and
around Fargo,Grand Forks,and Minot,North Dakota. Weown justover 250miles
of transmission lines and 14 substations in North Dakota.
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III. COMMUNICATIONS AND SERVICE

We respectfully request that the foBowing persons be placed on the Commission's
official service list for all official communications in this case:

David H. Sederquist SaGonna Thompson
Senior Consultant, Regulationand Finance Records Specialist
Xcel Energy Xcel Energy
2302 Great Northem Drive 414 NicoBet MaB —7^ Fbor

FargOjND 58102 Minneapolis, MN 55401
dave.sederquist@xcelenergy.com regulatory.records@xcelenergy.com

IV. STANDARD OF REVIEW

Section 49-05-16 (l)(d) authorizes the Commission to issue an ADP if it "determines
that the resource addition is prudent." Section 49-05-16 (7) further provides that
"[t]here is a rebuttable presumption that a resource addition focated in the state is
prudent."

This standard is similar to the "honestly and prudently invested" standard that the
Commission uses for ratemaking. i'^^N.D.C.C. § 49-06-02. The general prudence
standard caBs for determining whether the utility action was reasonable at the time it
was taken under aB relevant circumstances. See Charles F. Philips, Jr., Tbe Regulation of
Public Utilities— Theory andPractice 2X 292 (Public Utility Reports 1988); David. J.
Muchow, WiBiam A. Mogel, Energ}/ Lau^ andTransactions at § 4.02[3] [b] (2009). Under
Section 49-05-16(1),the Commission may issue an order approving the prudence ofa
proposed project if four conditions are met:

a) The public utility files with its application a
projection ofcosts to the date of the anticipated
commercial operation ofthe resource addition;

b) The public utility files with its application a fee in the
amount of one hundred seventy-five thousand
dollars;

c) The commission provides notice and holds a
hearing, if appropriate, in accordance with Section
49-02-02; and

d) The commission determines that the resource
addition is pmdent. For facilities bcated or to be
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located in this state the commission, in determining
whether the resource addition is pmdent, shall
consider the benefits ofhaving the resource addition
located in this state.

V. COURTENAY PROJECT DESCRIPTION

This section provides information on the Courtenay Project includingbackground on
the Company's decision to purchase the Courtenay Project, a description of the
Project, and an explanation ofProject's stmcturing.

Al. Background

The Courtenay Project was slated to be developed, constructed, owned, and operated
by Geronimo, a wind-project devefoperwith whom the Company has transacted on
several occasions. Geronimo undertook activities toward the realization of that

project, with an initial anticipated in-service date ofDecember 31,2014. Activities in
support of the Project included obtaining state and localpermits needed to construct
the Project, purchasing bng-lead-time equipment such as the substation transformers
and the Project transformers, and substantially devefoping the real estate rights
necessary to constmct the Project undertaking continuous activity on the Project
sufficient to satisfy the relevant PTC requirements, and entering into a number of
contractualrelationships designed to facilitate successful devebpment ofthe Project.

After approvalof the PPA and initial activities, the Courtenay Project encountered
several delays which adverselyimpacted the Project's devebpment schedule and
caused the Courtenay Project to fail to meet critical mibstones and default under the
PPA. It appears there were two primary causes for this circumstance: (i) Geronimo
priced the PPA assuming it would be abb to fuDy utilize the North Dakota Income
Tax Credit; and (ii) the Courtenay Project PPA price turned out to be insufficient to
support the constmction ofthe Project and precbded Geronimo from finding
another equity partnerwho could fund the PPA stmcture on reasonabb terms.
Geronimo has fallen into default under the PPA.

Under the circumstances,the Company would be justified in terminating the PPA for
default and removing this anticipated resource from our plans. However, prior to
doing so, we determined it was appropriate to consider whether purchasing the
Courtenay Project maybe preferable for our customers to terminating the PPA.
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The Company engagedin a detaikd review ofProject specifics to assessthe risks and
benefitsofassuming Projectdevelopmentand ownership. In particular, we assessed
work completed to date,contractualarrangements Geronimohad previously entered
into, regulatory requirements, the Project's financial viability and turbine performance,
and site suitabiEty. We also conducted a detailed wind and site suitability study
(Schedule 2 to the Direct Testimony ofPaul B.Johnson) using the selected turbines
and project layout, and identifiedthe potentialuseful life of the Project for our
customers' benefits if the Project is Company-owned. Finalfy, we undertook review
and preliminary negotiations for entry into theTSA and BOP contracts to assessthe
continued viability of completing the Project.

Based on these efforts, the Company reached severalimportant conclusions:

• Tbe Courtenay Vryect is not viable on the terms negotiated in the PPA. The bss of the
North Dakota tax benefit had a material adverse impact on the viability of the
PPA pricing for the Project. We note that Geronimo's PPA proposal was
based on initial estimates that have subsequently been refined, bringing greater
clarity to the cost and benefit picture.

• Geronimo cannot continue to finance construction of the Project and has not identified an
alternative partner to do so under the PPA structure. Geronimo has focused its
attention on selling the Project to Xcel Eneigy and has worked hard to address
the Company's concerns about the structure and risks of the transaction.
While Geronimo explored the possibility of selling the Courtenay Project (and
PPA) to a number ofother developers, those efforts have been unsuccessful

• Under the contractualterms we have obtained with the TSA and BOP vendors, it makes
economic sense to own and operate the windfarm. As the planned off-taker of the
Courtenay Project output and with the ability to add the Project to rate base,
the Company can manage the wind farm without the requirement for a
minimum, leveKzed revenue stream over a limited period of operation and can
maximize the long-term benefits of the Project.

• Initiating construction of the Project this construction season facilitates meeting the 2016
PTC deadline at reasonable costs. This timing requires us to step into the shoes of
Geronimo as promptly as reasonably possible and with the Project on a
schedule that maximizes the EkeKhood of success.

B. Project Description

The Courtenay Project is a 200 MW wind energygeneration faciEty. It is located in
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Stutsman County, along the edge of the Missouri Coteauin east-centralNorth Dakota
—northeast ofJamestown. The Project covers 24,900 acres. The Commission issued
a Certificateof Site Compatibilityfor the Courtenay Project on November 13,2013 in
Case No. PU-13-64.

COURTENAY
WIND FARM

SUananOMAtf NO

Source: Geronimo

Courtenay Project assets are the sole assets of Courtenay Wind Farm LLC. Under our
transaction stmcture, the Company will purchase the membership interest of
CourtenayWind Farm LLC, which we expect will then be merged into the Company
upon closing of the Purchase and Sale Agreement (PSA). This process will thereby
transfer ownership of CourtenayWind Farms LLC and all its assets, including real
estate, regulatory approvals and permits, to Xcel Energy. The Companywill reflect
Project assets on its books as it would any other Company-owned generating facility
constmction work in progress. Xcel Energy will then oversee development and
constmction ofthe Project, and will operate the Courtenay Project upon completion.

Consistentwith the Commission's Certificate ofSite Compatibility,^ the Courtenay
Project will consist of 100 Vestas wind turbine generators and associated
infrastructure. Associated infrastructure includes access roads, electrical collection
system, meteorologicalmonitoring stations, a project collector substation, a
transmission line, and an operations and maintenance facility. The Company has
entered into a TSA with Vestas to purchase the turbines (the single largest cost of a
wind facility) and contractedwith Wanzek Constmction from Fargo for BOP
constmction services.

3This permit was issued by the Commission in Case. No. PU-13-64. On April 29, 2015, Xcel Energy filed a petition is
seeking to have this permit transferred to the Company in Case No. PU-15-174)
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An analysis of the site-specific wind data was conducted by the Company's consultant,
AWS Tmepower, utilizing the specific turbines planned for the Project. The anatysis
predicted a net capacity factor of46.1 percent for the wind turbines,whichwas used
in the Company's finallevelized-cost analysis {see Schedule 2 to the Direct Testimony
ofPaul B. Johnson). Notabfy, the initialPPA with Geronimo was based on a generic
net capacityfactor assumption of [TRADE SECRET BEGINS...
.. .TRADE SECRET ENDS] provided in Geronimo's RFP bid since turbines were
not yet selected at the time of the bid. We have incorporated this updated information
into our economic modeling, discussed in more detail below.

The Courtenay Project will interconnect at OtterTail'sJamestown substation, which
connects to 115 kV transmission lines owned by OtterTail and to the Center-Maple
River Line owned by Minnkota Power Cooperative (Minnkota) and OtterTail Xcel
Energy is present^ working through FERC proceedings to ensure the existing
Generator InterconnectionAgreement (GIA) for the Project remainsviable, and to
ensure access to Minnkota's jointly-owned transmission facilities.

To ensure the benefits of the PTC, the Courtenay Project must be placed in service
no later than December31,2016. To achieve this date, work needs to begin in 2015.
The Company notes that its constmction ofthe Courtenay Project cannot start until
the Commission issues a CPCN, approves the transfer ofCertificateofSite
Compatibility No. 36, and confirms thatN.D.C.C. § 49-04-06 (MergerStatute) does
not apply to this transaction."^ To he]^ facilitate timely constmctionofthe Project to
capture the PTC, the Company respectfiilfy requests that the Commission grant an
ADP on this project by August 31,2015.

C. Description ofthe Transaction

The Courtenay Project is a distressed asset. However, the Company believes that the
purchase and development ofthe Courtenay Project will provide benefits to our

We note that Section 49-04-06 requires the Company to obtain the approval of the Commission before acquiring the
business ofa limited liabilitycompany that is incorporated for, organized for, or engaged in "the same or a similar
business" as the Company. The Company's analysis of this statute indicates that Commission precedent argues that
Courtenay Wind Farm LLC is not engaged in the same and similar business and that, therefore. Commission approval
under Section 49-04-06 is not required for the Company to consummate the purchase of Courtenay Wind Farm LLC.
On April 29, 2015we submitted a request for a jurisdictional determination to confirm our understanding ofSection 49-
04-06 in Case No. PU-15-173. However, to the extent the transaction described above comes within the scope of
Section 49-04-06, the Company has recjuested that the Commission grant its approval of the transaction along with its
CPCN. The Commission's application of the public interest standard in the merger context looks to whether the
transaction will be "injurious to the rights of the public or adversely affect other utilities." MinotTekphone Company,
HNDING OF FACT, CONCLUSIONS OF LAW AND ORDER at Finding 13, Case No. PU-156-94-11 (March 23,
1994).
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customers over the life of the Project as well as support the development ofCompany
owned generating facilities in North Dakota. Becausethe proposed transaction will
provide benefits to our customers and does not adversely affect other utilities, the
public interest standard has been met.

The transaction is structured to allow the Company to step into the shoes of
Geronimo and complete development ofthe Courtenay Project in its current state.
To accomplish this, our work is structured around three key contracts.

• The first is the PSA for the purchase of the Project, including the real estate
rights, permits, and contracts necessary for completion of the Project.

• The second is the TSA with Vestas for the purchase of the wind turbine
generators for the Courtenay Project.

• The third is the BOP contract with Wanzek, a North Dakota based contractor,
for the construction ofthe components ofthe Courtenay Project. 5

The PSA has been stmctured as the purchase of 100 percent the membership interest
ofCourtenayWind Farm LLC. After reviewing several potential transaction
structures, we determined that this is the most expeditious transaction structure
available. Courtenay Wind Farm LLC holds hundreds ofleases, permits, and
contracts that would be time consuming to transfer individual^ to the Company. By
purchasing the corporate entity that holds these assets and merging the LLC into the
Company, the assets transfer to the Company by operation oflaw. We believe this
win aBow the transfer of control of all of the Courtenay Project assets more efficiently
than assigningthese assets individually to the Company and seekingthe myriadthird-
party consents required to do so. This is consistent with how the purchases of the
BorderWinds Project and Pleasant Valley Project with RES Americas were
structured. The main difference is that instead ofpurchasing an operatingwind farm,
Xcel Energywin be purchasing the assets necessaryto constmct, own, and operate a
wind farm.

The Company entered into the TSA and BOP contracts directlywith our vendors.
Becausewe are stepping into Geronimo's shoes to complete development ofthe
Courtenay Project, we sought to utilize vendors for the wind turbines that were
already approved by the Commission for the Courtenay Project when it issued the

5The three main contracts supporting our construction of the Project are several thousand pages long, induding
schedules. Consequently, for administrative convenience, the Company is not providing copies of these trade secret
materials with this Application. The Company is happy to provide these documents upon request.

10
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Certificate ofSiteCompatibility No. 36. Also, Geronimo had previously selected
Wanzek as their BOP contractor. We believe there are many benefits in engaging a
qualified North Dakota contractorfor a project locatedin the State. Developinga
relationship with a BOP contractor suchas Wanzekcan provide the Companywith
additionalmarket options for future projects.

We estimate that the total capitalexpenditures for the CourtenayProjectwill be
approximately $300 million ^his AFUDC),including Xcel Energy's anticipated
developmentoversightand ownership transferclosing costs. Our PSAwith
Geronimo calls for pa)mientsofapproximate^^ [TRADE SECRET BEGINS

TRADE SECRET ENDS] for purchase of the Courtenay Wind Farm, LLC
and all ofits assets. We further anticipate that our costs will include approximately
[TRADE SECRET BEGINS... .. .TRADE SECRET ENDS] in
turbine suppfy costs, and [TRADE SECRET BEGINS... ...TRADE
SECRET ENDS] in balance ofplant contract costs.

Our developmentofthe Projectis contingent on several regulatory approvals. These
include: (1) receipt ofa Certificate of Public Convenienceand Necessityfrom the
Commission; (2) transfer of the Certificate ofSite Compatibility from Courtenay
Wind Farm LLC to the Company; (3) receipt ofan ADP from the Commission; and
(4) approvalof the Minnesota Public Utilities Commissionfor our ownership of the
Courtenay Project under Minnesota Statute Section 216B.1645, subd. 2a.

VI. COST EFFECTIVENESS OF PROJECT

To evaluate the cost effectiveness of the Courtenay Project, we used the Strategist
resourceplanningmodel Strategistsimulates the operation ofthe NSP Systemand
estimates the totalcost of energy over the life of the Project on a present value basis.
We use the model to test results under a range ofinput assumptions. To assess the
Courtenay Project's impact on customer costs, we simulated the operation ofthe NSP
Systemover the next 40 years with and without the addition ofthe 200 MW ofwind
generation from the Project as well as in comparison to purchasing the output of the
Project through the PPA.

Wind generation has a zero marginalcost to produce the next unit of energy. In other
words, after capitaland ongoing operating and maintenance (O&M) costs are
accounted for,it costs a wind generator nothing to produce the next MWh of energy.
As the resuk, MISOgeneral^ providesfor wind production ahead ofother, higher
marginally-priced, generationsuchas naturalgas-and coal-based generation.
Consequently, the more wind on the systemand generating, the less traditionalty-fired

11
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generation isoperated. When the energyfrom the 200 MW CourtenayProject is
produced, it displaces a similar need for the Companyto either produce the energy
elsewhere on its systemor purchase energyfrom the MISO market. The Strategist
analysis accounts for these cost savingsas well as the impact of the capital
commitments associated with the Project.

1. Modeling the Courtenay Project

For Company-ownedprojects, the upfront purchasepricemust be translatedinto a
projection ofannualrevenue requirementassociatedwith financing, operations,
depreciation, and taxes,including the addition ofAFUDC. Projectionsofupfront
and on-going capitalinvestmentsand annualoperating and maintenanceexpenses
must also be developed.

To create a total annual cost ofownership estimate,we used a spreadsheet model with
the detailed project-level assumptions and transferredthat annualtotal cost estimate
directly into Strategist. The spreadsheetmodelused cost of capitalassumptions
consistent with the Company's 2016-2030 Upper Midwest ResourcePlan. In
addition, the spreadsheetmodelassumed the Company's forecastednet operatingloss
(NOL), which is current^ expected to dissipatein the 2019-2021 timeframe. Upfitont
capitalinvestmentsarewell defined. That said, we have also modeledtwo capital
sensitivities that we call CapitalSensitivity 1 and CapitalSensitivity 2, which reflect
capitalexpendituresof [TRADE SECRET BEGINS...
.. .TRADE SECRET ENDS] respective^, phis AFUDC. We note that our
modeling efforts include the addition ofAFUDC to these amounts.

The on-goingcapitalinvestmentsand annualO&Mexpensesprojectionsaresubject
to some uncertainty due to unforeseen equipment failures or changing costs within
the industry. To test how variation from the base forecasts would impact the overall
cost-effectiveness ofthe project, we conducted sensitivity tests in Strategistofphis
and minus 25 percent ofprojected on-going capitalinvestments and O&M expenses.

The economic benefit of an owned wind project is highly dependent on the annual
generationfrom the site. Each additionalMWh produced bya Company-owned
projectincreases the vahie of the project becausethe higher the production, the bwer
the average costswill be, and therefore, the larger the benefits. To test how average
capacityfactors impact the economic vahie of the CourtenayProject,Strategist
modeledthis sensitivity using +/- 5 percent of the expectedannualgenerationof46.1
percent,based on our updated wind study. The base assumption for the life of the

12
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Project was 25 years (ascompared to 20 years under the PPA scenario), and
sensitivitieswere performed for 20-yearand 30-year lives.

For our modeling efforts, we utilized our most recent resource planning model, which
is the same one used for our 2016-2030Upper Midwest Resource Pkn.
Consequently,severalunderlying assumptions have changed for our analysis of
Company ownership ofthe Courtenay Project in addition to capacityfactor and
resource life. We discussthese changes here and, betow, provide an anaty^sis of
Company ownership ofthe Courtenay Project under the same assumptions we used
when we analyzed the PPA so that our analysis is complete and transparent

In accordance with the latest MISO effective load carrying capability(ELCC) analysis,
we modeled the Courtenay Project having a 14.8 percent accredited capacityvalue.
However, per MISO's tariff and business practices, for the Courtenay Project to
receive accreditation as a capacity resource it must have firm delivery rights either
with Network Resource Interconnection Service or firm transmission service

(Network Integration Transmission Serviceor Firm Point-to-Point Transmission
Service). Our expectation for the Courtenay Project is that these wind resources will
not be given this designation until 2021when various transmission system upgrades,
including MISO's MVP projects, are complete. Our modeling efforts reflect the
expected capacityaccreditation in 2021.

The Strategist modeldoes not explicitly model transmission congestion and linebsses
for new resources. To ensure that we are accounting for all the costs associated with
our wind proposal, we included the congestion and linebss estimates from MISO's
2012 Promod models. The Promod modelcontains detaifed information on the

transmission topology in MISO, and has the ability to forecast hourly prices at
individual nodes throughout the system. It is the same model that MISO used in their
most recent round of transmission planning analysis, and contains allplanned
upgrades to the transmission system that may impact transmission congestion in the
future. The difference in price between any two locations within MISO is interpreted
at the combined impact oftransmission system congestion and line bsses.

Last, we have performed a new wind integration study as part of our most recent
Resource Plan. Based on this new study, we utilized wind integration costs of
$1.10/MWh, consistentwith our recent Resource Plan filing.

13
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2. Strategist Results

The results of our Strategist anatysis shows that ascomparedto abandoningthe
Project, the CourtenayProject will result in net savings for our customers underall
sensitivitytests conducted.

Table 1: PVRR Results ($millions)
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Because the CourtenayProjectwas originally developed asa PPA,we also modeleda
comparison ofCompany Ownership againstbeingan offtakerunderthe PPA under
several sensitivities. Although the PPA option is no longer viable, we believe it may
provide a relevant comparison to ownership given therehavebeen several changes in
the Project's circumstances. Companyownership compares favorabfy to the PPA
under anysensitivity other than a 20-year life (which is somewhat offsetby the
residual value of owning the assets comprising the CoxirtenayProject).

First,we compared Companyownership versus the PPA utilizing the capacity factor
assumed in the PPA. As previously noted, this capacityfactor was provided in
Geronimo's RFP bid and developed before specific turbines were selectedand our
updated wind studywascompleted. Second,we compared Companyownership to
the PPA utilizing the updated capacityfactor identifiedin our wind study. Utilizing
the updated capacity factorand assuming a25-year life (consistentwith our typical
assumptions fora Company-owned project).Companyownership compares favorab^
to the PPA under any circumstanceother than a 20-yearlife sensitivity:
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Table 3: Incremental PVRR from PPA ($ millions)

+ 25% -25%

EYRRJMui* M Yeas 20 Veti .5% On-Cnlng On-Going

Opcfaiing Opciaiiag ♦ i Enttgy Knetg) Capital Capital Owactship Owncfsbip

Asi«tiniptionfi (SM) Basr Low Gas High Gas Maritras On Lifr Ufr Ptodurtion Pfodnction Smsiih'il) 1 SrnsHivity 2 CiMtS Costs

Coan.oJiy PPA

Connrn.v Own

Own n. PPA

n:?)i fJKLVi (162; (%C?) f$S2i (157; fK.2/ (162. (162) (162,

(»«"') flSOj (JIW, rtioc: (220) (JI43 (1«) (160; (163) (176) (1117)

IIJS) «3I) (l-O) 242 m'l (10, (US; (H) (114) (155)

Importantly, evenwith the assumptions weutilised when analyzing the PPA, the
CourtenayProject under Company ownership provides absolutesavings under all
sensitivitieswhen compared to no Courtenay Project.

As indicated in the PVRR tables above, our analysis of the updated circumstances
illustrates that the Courtenay Project provides cost savings to our customers even
under the conservative sensitivity cases studied.

An alternateway ofpresenting the Strategistresults is by calculating the levelized price
of the projectand the other costs and benefitsassociated with it. Levelized prices are
a fixed $/MWh pricethat have the sameNPV as the actualcost streamsgenerated by
Strategist. For the sakeof comparison, the 20-year levelized cost of the Courtenay
PPA was [TRADE SECRET BEGINS... .. .TRADE SECRET
ENDS]. As mentioned previously, in addition to the direct project costs, the
Strategistmodelalso adds cost for wind integration, transmissioncongestion,and line
losses. The primarybenefitof the project is displaced generation from fossil fuel
resources, but the model also tracks benefits from avoided C02 emissions and
capacitycredit. Table 4 below illustrates how the levelized costs of the agreements ate
more than offset by the value ofavoided generation.

Table 4: Levelized Costs Analysis - $/MWh

[Trade Secret Begins...
Revenue

Requirements
Wind Integration
Congestion/Line
Losses

Avoided Fossil Fuel

Capacity Credit
.. .Trade Secret Ends]

Net Cost (Benefit) ($10.60)
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In addition to the economic benefits, adding additionalwind at favorable pricing
provides a hedge against future increases in natural gas prices, market energy costs,
and C02 regulation. This is primarily because the wind displaces thermalgeneration
or market purchases that are subject to volatility in fuel, power, and emissions costs.
To illustrate the benefit of the Courtenay Project, Table 5 bebw shows the base case
volumes of natural gas, market purchases, and C02 emissions- and the dekas against
these factors for the Project.

Table 5: Hedge Value

Total System

2016-2042

C02

Million tons

Natural Gas

hcf

Market

Purchases

GWh

Base Case (No Project) 565 2,129 103,811

Add Courtenay (15) (58) (8,173)

We recognize,however, that the impacts to our customers will be different under the
Company's ownership as opposed to through our purchase of the output of the
Project under a PPA. This is mainfy due to the different rate treatment for Company
owned projects (through rate base or capital riders) and PPAs (through the Fuel Cost
Recovery Rider (FCR)). Due to this, there will be a slight increase in expenses (and
rates during the interim period while recovery is accomplished through the Renewable
Energy Rider (RER)) in the first fewyears of Company ownership. That said,we
expect that soon after initialoperation, customers' overallbills will be bwer than
otherwise as a resuk ofour proposed resource acquisition. Our Strategist dispatch
simulation forecasts that the cost of the Project proposed in this Petition will be more
than offset by decreases in the cost of fossil fuel and other purchased energy.

To develop our rate impact estimates, we used the output of our Strategist model
divided by our forecasted salesvolume. Table 6 bebw estimates how average rates
win be affected by the proposed wind project.
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Table 6: Annual Rate Impact Analysis

Base Rates

Fuel Clause

Avoided Fuel & Purchased Power

Net Rate Impact

Base Rates

Fuel Qause

Avoided Fuel & Purchased Power

Net Rate Impact

Base Rates

Fuel Clause

Avoided Fuel & Purchased Power

Net Rate Impact

Base Rates

Fuel Clause

Avoided Fuel & Purchased Power

Net Rate Impact

2015 2016 2017 2018 2019 2020

O.OO^/kWh 0.02t!/kWh 0.09;i/kWh 0.06^/kWh 0.06t!/kWh 0.04fi/kWh

O.OOfi/kWh O.OOii/kWh O.Olfi/kWh O.Olfi/kWh 0.01</kWh O.Olti/kWh

O.OOti/kWh O.OOt!/kWh (O.OSfi/kWh) (O.OSti/kWh) (0.06fi/kWh) (0.05ti/kWh)

0.004^/kWh 0.018^/kWh 0.04(Hi/kWh 0.014^!/kWh 0.014fi/kWh (0.008^/kWh)

2021 2022 2023 2024 2025 2026

O.Olti/kWh 0.01^/kWh 0.00t!/kWh O.OOfi/kWh O.OOfi/kWh -O.Olfi/kWh

0.01^/kWh O.Olfi/kWh O.Olfi/kWh O.Olti/kWh O.Olti/kWh O.OlfS/kWh

(0.06t;/kWh) (0.06ti/kWh) (O.OSti/kWh) (0.06)i;/kWh) (0.06ti/kWh) (0.06fi/kWh)

(0.038»!/kWh) (0.042^/kWh) (0.050^/kWh) (0.055^/kWh) (0.056fi/kWh) (0.062f!/kWh)

2027 2028 2029 2030 2031 2032

O.OSfi/kWh 0.08f!/kWh 0.08j;/kWh 0.08ti/kWh 0.08j!/kWh 0.07tl/kWh

0.01t!/kWh 0.01f!/kWh O.Olji/kWh O.Olfi/kWh 0.01^/kWh O.Olfi/kWh

(0.06ti/kWh) f0.07t!/kWh) (0.07tl/kWh) (0.07ji/kWh) (O.llti/kWh) (O.lOti/kWh)

0.028^/kWh 0.023^i/kWh 0.018fi/kWh 0.018ft/kWh (0.022^/kWh) (0.016^/kWh)

2033 2034 2035 2036 2037 2038

0.07ji/kWh 0.07^/kWh 0.07fi/kWh 0.07t!/kWh 0.07^/kWh 0.06t;/kWh

0.01f!/kWh 0.01^/kWh O.Olji/kWh O.Olti/kWh O.Olti/kWh O.Olji/kWh

(0.11t!/kWh) (O.llfi/kWh) (O.llti/kWh) (0.12f!/kWh) (O.llfi/kWh) (0.12f!/kWh)

(0.027f5/kWh) (0.0290/kWh) (0.03(ki/kWh) C0.039fi/kWh) (0.040fi/kWh) (0.044fi/kWh)

We estimate that there will be an initialbase rate impact for Company ownership of
the Courtenay Project in 2017,which will then rapidfy decline through 2026as the
projectis depreciated. The cost impactsofthisProjectwiH be also further offset by
avoided fuel and purchased energy expenses. Upon expiration ofthe 10-year PTC, a
similar pattem occursbeginningin 2027. This is shown graphically in Figure 1below.
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Figure 1: Annual Cost (Savings) of Company Ownership
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VII. PRUDENCE OF THE RESOURCE ACQUISITION

The Company's acquisition of the Courtenay Project is prudent. We have evaluated
the Courtenay Project from a long-term perspective and from a near-term rate impact
perspective. And we have evaluated the risks associatedwith the developmentofthe
Courtenay Project. Based on all of this analysis, we believe that it is reasonableand in
our customer's interests for the Commission to grant the ADP for this Courtenay
Project. We note that pursuant to Section 49-05-16 (7), the Courtenay Project is
presumed to be pmdent.

Our analysis shows that the addition ofthe Courtenay Project will keep our
customers' bills lower than they otherwise would be over the life of the Courtenay
Project. Using what we believe are conservative assumptions, our Strategist modeling
predicts energy costs for our customers will be $97 million bwer over the life of the
Courtenay Project.

Our analysis leads us to conclude that the addition ofCourtenay Project to our system
is pmdent because it will contribute to substantial financialbenefits to our customers.
These financialbenefits are reflected in a lower cost of energyin the near- and long-
term, and in a material hedge against future increases in the fuel and govemment
regulation components includedin the cost ofenergy. Thus, the Companyis cost-
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effectivelyacquiring a resource necessary to meet the regulatory requirements ofall
the jurisdictionsin which we provide serviceand savinga North Dakota based project
to increase the geographic diversityofits generating portfolio.

VIII. REASONABLE MITIGATION OF RISKS

As with any largegeneratkig project, there are risks associated with the devetopment
of the Coxortenay Project. Before deciding to move forward with the purchase,
construction, and ownership ofthe Project, the Companyperformed a due diligence
investigation to identify risks ofmoving forward and to determine if these risks could
be reasonablymitigated. Our due diligence investigation concluded that the real
estate, permits, and contracts necessary to develop the Project were in a reasonably-
acceptable state. However, our due diligence investigation alsoidentified risks
inherent with moving forward. We discuss each of the primary areas of risk and our
mitigating actions ia this section.

A. Development Risk

1. Federal PTC Risk

The December 2014 renewal of the federal PTC provides a tax credit for those
projects that began construction activities by December 31,2014. IRS guidelines
consider commencementofconstmction to have occurred when physicalwork ofa
significant nature has started or five percent of the total cost of the facility has been
incurred and the developer makes continuous efforts to complete the facility
thereafter.^

The Company befieves the Courtenay Project will meet the requirements necessary to
qualify for the PTC, and that the risk has been reasonably mitigated. Under the PSA,
Geronimo is required to provide certification that the Project was under construction
as defined by the IRS through the end of Geronimo's ownership ofthe Project.

The Project must then be placed into service by December 31,2016 to retain
reasonable certainty that it will continue to qualify for the PTC. Because the

^ IRS Notice Nos. 2013-29, 2013-60, 2014-46, 2015-25. Under IRS Notice 2015-25, placing a wind facility in service
before January 1,2017 provides certainty that a wind facility can qualify for the PTC if it has met certain threshold
requirements that the Courtenay Project has met. Consequently, the Company is seeking to obtain the certainty
provided by IRS Notice 2015-25 byplacing the Project into service prior to January 1, 2017. That said, the Project could
potentiallyalso qualify for the PTC if it misses this in-service date under other provisions of the IRS Code and guidance.
However, obtaining the certainty ofa 2016 in-service date willmitigate any risks for obtaining the PTC for the benefit of
our customers.
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Company is taking over the devebpment and constniction ofthis Project, it is
incumbent upon us to ensure that its completion will occur consistent with the
requirements for the PTC. We believe our TSA and BOP contracts provide
reasonable terms and conditions to he^ ensure our third-partyvendors take the
actions needed to meet the PTC deadline.

The other risk related to capturing the PTC relates to obtaining the necessary
approvals to commence construction ofthe Project. In addition to the approval
requested in this Application,the Company requires a CPCN and the Commission's
approval of the transfer ofCertificateofSite CompatibilityNo. 36 for the Courtenay
Project before beginning physicalconstruction. And the Commission needs to decide
whether the Merger Statute (N.D.C.C. § 49-04-06) applies. These approvals have
been requested in CaseNo.'sPU-15-173,PU-15-174andPU-15-175. Failure to
timely obtain these approvals could impede our ability to place the Project in-service
with sufficient time to capture the PTC. Therefore, we respectfully request that the
Commission issue an order on this Application by August 31,2015.

2. Transmission and Interconnection Risks

When we entered into the PPA for the output of the Courtenay Project, its
interconnection to the MISO Transmission System had not been extensively studied
and the PPA projections were based on good faith estimates and assumptions. At this
time, the interconnection study work is completed and a GIA has been executed for
the Project. The GIA identifies the costs ofNetwork Upgrades needed to support
the Project as well as the rights and obligations ofCourtenayWind Farm LLC with
respect to maintainingits interconnection. As a resuk, the normal risk of
interconnection costs we generally seek to mitigate do not exist in this instance due to
the kte stage of the Courtenay Project's development. We have incorporated these
costs into our economic modelanalyzing the Project.

However, we have identified two key transmission and interconnection risks related to
the Project. We have taken steps to mitigate these risks and will not proceed to
construction absent resolution of these issues.

First, MISO filed a Notice with FERC ofTermination ofthe GIA with FERC, which
is a necessary prerequisite to terminating the interconnection agreement MISO is
seeking to terminate the GIA due to Courtenay Wind Farm LLC's failure to satisfy
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material milestones under the GIA/ Maintaining the GIA for the CourtenayProject
is a key component to successfuldevelopment ofthe Project. Should the GIA be
terminated, the Companywill no longer be able to devebp the Project in time to
capture the PTC. Therefore, we have made the preservation of the GIA a condition
precedent to closing the contract with Geronimo for our purchase of the membersh^
interests ofCourtenayWind Farm LLC.

To resolve this issue, XcelEnergy has requestedintervention in the FERC proceeding
and proposed termsto cure the default.® We arepleased to report that MISO
accepted the cure and on May4, 2015,filed a motion with FERC seekingto withdraw
its request for termination. Assuming FERC grants MISO's request to withdraw, it
should resolve the issue. We expect the FERC proceeding to be resolved by
approximately May 24,2015.

Second, we have identifieda transmission riskwith respect to the need to deliver
power ftom the Project over transmission lines owned byMinnkota. The Courtenay
Project win interconnect at the Jamestown Substation, which is owned by OtterTail
and connects to 115 kV transmission lines owned by OtterTail and to the Center-
Maple River Line owned by Minnkota and OtterTail Minnkota informed Geronimo
that Minnkota's consentis required before MISO can transmit CourtenayProject
wind over the Center-Maple RiverLine, and that Minnkota must be compensated
under its non-jurisdictionalOpen AccessTransmission Tariff (OATT) rather than the
MISO Open Access Transmission, Energy, and Operating ReserveMarkets Tariff
(MISO Tariff).

Geronimo has challenged Minnkota's claims for compensation and has sought
declaratory judgmentfromthe FERC regarding Minnkota'sclaims. The proceeding
has been set for settlement procedures by FERC and the Company has been an active
participant in those proceeding. Our discussionswith the parties to that proceeding
continue and we are cautiouslyoptimistic that we can reach a reasonable outcome
with Minnkota on this issue. We will keep the Commission informed as these
proceedings continue.

We recognize that the defiverabiity of the CourtenayProjectis a keyprerequisite to
our successful ownership and operationofit. Therefore,resolution of the dispute

MidcontinentIndependentSj!stem Operator, Inc.^ Docket No. ERl 5-1363-000, Notice ofTermination of Generator
Interconnection Agreement (Mardi 25, 2015).

^MidcontinentIndependentSystem Operator, Ine.^ Motionto Intervene and Protest ofXcd Energy Services Inc on Behalf of
Northern States PowerCompany, aMinnesotaCorporation, Docket No. ER15-1363-000 (April 14, 2015).
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with Minnkota on terms satisfactory to the Company is a conditions precedent to our
purchase of the membership interest in Courtenay Wind Farm LLC.

B. Construction and Capital Risks

The Company win carry some construction and out-year capitalcontribution risks for
the Courtenay Project sincewe will own it. However, we have taken several steps to
mitigate risks related to constmction through contractualprovisions with Geronimo
and our vendors.

1. Risks Related to Purchase of CourtenayWind Farm LLC

As noted above, we anticipate totalpayments to Geronimo of [TRADE SECRET
BEGINS... .. .TRADE SECRET ENDS] to purchase the Project. This
amount is a negotiated amount, which we believeis reasonable based on our due
diligence.

Due to the unique and changed circumstances ofthis Project, we have likewise
negotiated specificcontractualterms with Geronimo to mitigate the risks ofassuming
devebpment ofthis Project at this stage.

Given the distressed nature of the Project and Geronimo's investment to date, we
concluded that it was important to move forward with the transaction earfy to ensure
that the Company could bring its resources to bear as soon as possible to guide the
final development detailsand complete construction ofthe Project in a timety
manner. Bytaking ownership of Courtenay Wind Farm LLC, early, we are able to
influence the devebpment in a way that we could not accomplish by waiting.

However, we have also instituted several key conditions precedent to closing the
contract, meaning that each provision must be satisfied before the closing can occur.
These conditions and the efforts being taken to resolve them are discussed bebw.

y^plicability ofSection 49-04-06. We must receive a determination ftom the
North Dakota PSC that Section 49-04-06is not applicable to the Project.

Viability ofGIA. Xcel Energy must be assured that the GIA remains viabfe
through a reasonable resobtion of the pending FERC docket.
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• Minnkota Interconnection Tar^. The issue with respect to Minnkota tariff
provisions, described above,must be resolved to the Company's
satisfaction.

• Mitigation ofDue Diligence Issues. XcelEnergymusthaveadequate
opportunityto complete all due diligence, including review of real estate
matters, sitepermits, financial considerations,and the like. Geronimo must
use commercially reasonable efforts to cureanyissues we haveidentified
during our investigation,including realestate and permitting issues.

Absent satisfaction ofsuch conditions, the PSA with Geronimo will not close and the
assetswill not transferto Xcel Energy. The Project entitywill continue to be owned
by Geronimo and the Companywill continueto havethe PPAin place, with all
defaults preserved.

Conversely, closing the PSAwill occur upon completion of these conditions
precedent. Wenote that the aboveconditionsprecedentto closing the PSAare
related to the continued viability of the Project and legalrequirements to consummate
the transaction, but are not related to regulatory approvals for the Company's
ownershipand operationofthe Project. We recognize that this is unusual However,
giventhe need to movequickly and mitigate risk, we believe it is in the Company's
interest to assume control of the Courtenay Project as early as is prudent to facilitate
project success.

In addition, the PSAprovides that [TRADE SECRET BEGINS...

.. .TRADE SECRET ENDS]. According^, we have structured the PSA
to address the needfor regulatory approvals and haveaddedmukiple incentives for
Geronimo to ensure the Project is in service in a timely manner. We believe wehave
reasonabty mitigatedthe risks associated with Geronimo's financial position,
regulatory approvals outside the Commission's arena, and transmission and
interconnection issues.
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2. Turbine Supply Agreement

On April 29, 2015,we entered into the TSA with Vestas for the Courtenay Project.
We note that time constraints in selecting vendors and initiating construction require
Xcel Energy to effectively step into Geronimo's shoes and assess the viability of
contractingwith Geronimo's selected suppliers. Furthermore, the Certificate of Site
Compatibility limits the acceptable vendors, and the GIA for the Courtenay Project is
specific as to Vestas turbines. For these reasons, the Courtenay Project is unlikety to
be viable with a different turbine supplier.

Fortunately, we found Vestas to be a positive business partner. We have had positive
dealings with them in the past and they have expressed an interest in a bnger-term
relationshipwith Xcel Energy, and wilHngfy negotiated favorablepricing and other
terms with that goal in mind. Notabfy,Vestas offered to [TRADE SECRET
BEGINS...

...TRADE SECRET ENDS]. In addition,
our updated wind study focused on the Vestas turbine identifies an improved capacity
factor of46.1 percent, as compared to [TRADE SECRET BEGINS...
...TRADE SECRET ENDS] associated with Geronimo's PPA bid. The supplier
also has a strong reputation in the industry for production ofreliable turbines.

Further, [TRADE SECRET BEGINS...

...TRADE SECRET ENDS] . Such terms further serve to
mitigate risk associated with turbine supply and overall construction.

While the costs of the actual TSA will likely be somewhat higher than Geronimo
assumed when it developed its PPA pricing, the overall cost impact results in the
energy resource remaining cost effective, particular^ in light of the higher net capacity
factor we expect to obtain.

3. Wanzek BOP Contract

Wanzekis the construction company Geronimo selected for the Courtenay Project.
Wanzekis one of the few BOP vendors in the Midwest for a project of this nature,
and operates out of Fargo, North Dakota. Working with Wanzek on this project
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enables us to further diversifyour supplier relationships and creates severalhundred
construction jobs for this North Dakota-based company.

As with the TSA,we have negotiated contract terms that mitigateCompany riskwhile
complyingwith industry standards for contracts ofthis kind. The BOP contract is
stated on a lump sum basis based on an agreed schedule, with undertyingcosts
fundamental^ fixed absent the need to accelerateconstruction to achieve PTC
deadlines or other needs. We have further negotiated standard provisions to mitigate
generalconstmction risk. That said,risk ofcompletion in time to capture the PTC
ultimately rests with the Company as the developer of the Project. Whilethe costs of
the Wanzek contract will likefy be somewhat higher than Geronimo assumed whenit
developed its PPA pricing, the overall cost impact results in the Project remaining
cost effective as discussed further below.

4. EnvironmentalRisk

To the best of our knowledge, all necessary avian, bat, and protected species surveys
have been completed for the Courtenay Project. We will work with the U.S. Fish and
Wildlife Service (Service) to finalize an Eagle Conservation Plan (ECP) as well as a
Bird and Bat Conservation Plan (BBCP) for the Project. The Companywill also
pursue application of a programmatic EagleTake Permit under the Bald and Golden
Eagle Protection Act, working closefy with the Serviceon the permitting process.
This permitting process will continue concurrent with construction activities for the
Courtenay Project. During construction ofthe Courtenay Project, before a
programmatic EagleTake Permit is obtained, and pursuant to the ECP and BBCP,
the Companywin follow Service-approved constmctionbest management practices to
minimize and avoid potentialimpacts to eagles.

C. Operational Risks

Once in-service,wind projects face operationalrisks. These risks involve the amount
ofannual powergeneration and the real-timedelivery of that power to our customers.

The operationalrisks associated with an owned-project remain with the Company.
However these risks are offset by higher estimated benefits from Company
ownership. To the extent that annualgeneration at CourtenayProject is fower than
expected, we would be losingenergy at no significantchange in cost, and the overall
cost-effectivenessofthe Project would decrease. Conversely, if annual generation is
greater than expected, our customers' benefits from the Project would increase.
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Owned projectsako have some uncertaintyin annualcosts for operation and
maintenance.

In each of these areas, we have included what we believe to be conservative estimates
of the expectedon-goingcosts at Courtenayin our evaluation of the Courtenay
Project. Capacity factorassumptions areat the 50percentprobability levels from the
most recent wind study for the Project. We quantify both of these potentialoperating
risks above in the Cost Effectiveness section ofthis Petition.

IX. CONCLUSION

We believe that our acquisitionof the Courtenay Project will contribute to the
substantialbenefits to our customers —savingcustomers approximately$97 milHon in
energycosts over time- and that wehave reasonabfy mitigatedthe inherent risks
associated with any new resource development.

Therefore,we respectfully request the Commissionmakean advancedeterminationof
the prudence for the acquisition of the CourtenayProjectas an appropriate resourceof
the Company's integrated system.

Dated: May 6,2015

Northem States Power Company

Respectfiify submitted by:

/s/

David Sederquist
Sr. Regulatory/Financial Consultant

26


