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Appucation
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OAH File No. 20170204

FIRST REVISED SETTLEMENT AGREEMENT

This First Revised^etdement Agreement (this Setdement Agreement) is
entered into on this SJ^day ofSeptember, 2017 by and between Northern States
PowerCompany, a Minnesota corporation, doing business as XcelEneigy (Xcel
Energy or the Company) and North Dakota Public Service CommissionAdvocacy
Staff (Advocacy Staff and each of Xcel Energy or Advocacy Staff a 'Tarty" and
together, the 'Tarries"). The Parries enter into this SetdementAgreement to resolve
all issues in the above referenced Case.

BACKGROUND

On March 29,2017, Xcel Energy filed its Application for an Advanced
Determinationof Prudence (ADP) and supporting Direct Testimonywith die North
Dakota PublicService Commission (the Commission) for a portfolio of sevenwind
generatingprojects (each a Project and collectively the Projects or the Wind
Portfolio), as follows:

Project Name Size Type Location
In-Service

Date

Foxtail 150 MW Self-Build Dickey County, ND 3Q 2019

Crowned Ridge 600 MW Combined

BOT* and
PPA»*

Codington County, SD 4Q 2019

Lake Benton 100 MW BOT* Pipestone County, MN 4Q2019
Qean Energy #1 100 MW PPA** Mercer and Morton

Counties, ND
4Q2019

Blflxing Star I 200 MW Self-Build Lincoln County, MN 4Q2019
Blaring Star II 200 MW Self-Build Lincoln County, MN 3Q 2020
Freebom 200 MW Self-Build Freebom County,MN,

and Worth and Mitchell

CountieB,lA

4Q 2020

♦BOTmeans "Build-OwnTiafisfer"

**PPA means 'Tower Purchase Agreement"
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The Company's Application and supportingDirectTestimony explained that the
WindPortfolio is a prudentopportunity for XcelEnergy to drive down overall system
costs bytaking advantage of thehistorically lowcost wind generation. Over the life
of the Wmd Portfolio,XcelEnergy estimates that the savings from the Projects on a
presentvalue of revenue requirements (PVRR) basis (exclusive of externality costs)
will amountto approximately $1.6 bHUon for foe entire NSP System or approximately
(85 million for our North Dakota customers.

OnJune 30,2017,foeCommission issued a NoticeofHearingin this
proceeding, settinga Public Hearingon September26,2017. The issue to be
considered at hearing iswhether foe Company's proposed resource additions are
prudent

On August 1,2017,Advocacy Staff filed foe DirectTestimony of Mr. James
Heidell. Mr. Heidellundertook his own independent analysis of foe VWnd Portfolio
and under conservative assumptions estimatedfoePVRRsavings of foeWind
Portfolio to be 11.417 billion. In light of this, Mr. Heidell recommended foe
requested ADP be granted withfoe following conditions: (1) North Dakota
ratepayers should not have to pay any additionalcostsif foe Company fails to obtain
foe full Production Tax Credit (I^Cs) for any offoe Projects comprising foe Wind
Portfolio; (2) recovery ofconstmction, interconnection, and transmission costs for
the four Company Self-Build Projects shouldbe limited to no more than foe amount
budgeted bythe Company in aggr^te (adjusted forany Projects not constructed); (3)
construction costs for foe twoBuild-Own-Transfer (BOT) Projects should be limited
to no more than foe amountbudgetedby foe Company in a^i^ate (adjusted for any
projects not constructed); (4) a financial incentive to foe Company shotdd be created
wherebyif foe Projects collectively are constructedand interconnectedbelow budget;
foe savings are shared,with 60% going to North Dakota rate payersand 40% being
retainedby the Company; (5) in conjunctionwith monthlyfuel cost adjustment filings
to the Commission, the Company should provide monthly reports of curtailment and
negative pricingobservations at each of foe Projects, and any known reasons for
observed curtailment and negative pricing;and (6) the Company should provide
quarterly construction progress reports untilfoe lastProjectis in service, indicating
foe development status ofeach Project

On September5,2017, foe Companysubmitted RebuttalTestimony of
Company Witness Mr. Aakash Chandarana recognizing that both foe Conq)any and
Advocacy Staffhave determined that foe Wind Portfolio is prudent and agreeing with
allofMr. Httidell's proposed conditionsexcept one. Mote specifically, foe Company
disagreed with Mr. Hddell's proposed 60%/40% financial incentive as inconsistent
with foe Company's proposedsymmetrical cost cap.



In light of the material agreement between the Parties, Advocacy Staffand Xcei
Energy have engaged in settlement discussions. This Settlement Agreement is the
result of thosediscussions. Consequently, for the mutual promises made to eacii
other, and for othergood and valuable consideration, theParties agree as follov^:

TERMS OF SETTLEMENT

A. Advanced Determination ofPrudence.

The Parties agree that the Projects, as described in the Application, are
reasonable andprudentresource additions to theintegrated NSP System and
therefore that they meetthe criteria foranADP. TheParties therefore agree thatan
ADPforeach of the projects comprising theWind Portfolio begranted subject to the
following conditions:

1. The Foxtail, Blaring StarI, Blaring Star11, and Ficcbom Projects
(collectively, the SelfBuild Projects) areprudentup to the Company's
budgeted aggregate capital expenditure costQ.e. excluding Allowance for
Funds UsedDuringConstruction (AFUDQ and other customary
adders) for theSelfBuild Projects as referenced in the Sipplemental
Direct Testimony of Mr. Aakash Chandarana (Self Build Expenditure
Amount), as may be adjusted due to the cance^tion ofaparticular
project ^ou^ subtraction ofthe budgeted cost ofthe cancelled project
from the SelfBuild Expenditure Amount The fi3regoing finding of
prudence up to theSelfBuild Expenditure Amount does not imply that
any costs above theSelfBuild Expenditure Amount are inprudent

2. The Lake Benton and non-PPA portion of the CrownedRidge Projects
(collectively, theBOT Projects) ate prudentup to the Company's
budgeted aggregate capital expenditure cost^.e. excluding AFUDC and
other customary adders) for Ae BOT Projects as referenced in the
Supplemental Direct Testimony of Mr. Aakash Chandarana (BOT
Expenditure Amount and, collectively withtheSelfBuild Expenditure
Amount, the 'ExpenditureAmounts"), as may be adjusted due to the
cancellation of a particular projectthrough subtraction of thebudgeted
cost of the cancelled project from theBOT Expenditure Amount The
forgoing finding ofprudence up to the BOT ^penditure Amount
does not imply thatany costs above the BOT Expenditure Amount are
imprudent



3, The Qean Energy#1 and non-BOT portion of the Crowned Ridge
Project (collectively, the PPA Projects) are prudent under their contract
terms without condition.

B. Ratemaldng.

Pursuant to N.D.C.C. § 49-05-16, the ADPs granted in SectionA, above, are
bindingfor ratemaldng purposes. XcelEnergymayseek to reflect the capital
additions or PPA costs of the Wind Portfolio,as applicable, in its North Dakota rates
through its FuelCostRider (FCR), a general rate case, other applicable riders, or other
ratemaldng mechanisms thatmay be applicable and available. For the avoidance of
doubt,Xcel Energy may include in rates the costs of purchased power for the PPA
Projects and include in ratebase the capital additions for the BOT Projects and Self
BuildProjectscalculated foom the Company's actual capitalexpenditures for the BOT
Projects and SelfBuild Projects up to the BOT Expeniture Amount and SelfBuild
ExpenditureAmount, as applicable.

In the event the aggr^te capital expenditures for the BOT Projects exceed the
BOT ExpenditureAmount and/or the aggregate capitalexpenditures for the Self
Build Projects exceed the SelfBuild Expenditure Amount,Xcel Energy may include
in rate base the capital additions for the BOT Projects and SelfBuild Projects
calculated from capital expenditures equivalent to the BOT Expenditure Amount and
SelfBuild Expenditure Amount, as applicable, pursuant to the ADPs granted in
SectionA, above. Xcel Energy may also seek approval from the Commissionto
includein rate base the capitaladditions calculated from the capitalexpenditures in
excess of the Expenditure Amounts upon a showingto the Commission that the
capital expenditures above the Expenditure Amounts are reasonable and prudent
The burdenofproof to demonstrate the reasonableness of capital expenditures above
the Expenditure Amounts shallbe on Xcel Energy.

C. Production Tax Credits.

North Dakota ratepayers will not have to pay any additional costsif the
Company feils to obtain Ae full ProductionTax Credit (PTCs) for anyof the projects
comprising the Wind Portfolio.

D. Reporting.

XcelEnergy agrees to provide the following reports:

1. The Company wiU provide quarterly construction progress reportsuntil
the last Projectis in service, indicating the development status ofeach
Project.



2. In conjunction with monthly FuelCost Rider filings to the Commission,
the Company will provide curtailment and negative pricing information
at eachof the Projects, and any known reasons for observed curtailment
and negative pricing.

3. On at leastan annualbasis,and as more frequently asmaybe advisable,
Xcd Enejgy shall file a letterwith the Commission in this Case advising
whether the trade secret information must remain trade secret or if it

maybe madepublic.

E. Other Terms and Conditions.

1. Basis of Setdement This Settlement Agreementis a negotiated
setdement agreement subject to approval by the Commission. This
Setdement Agreement does not establish anyprinciple or precedent for
this or any future proceeding.

2. Supportfor Setdement. The Pardes agree to affirmatively supportand
advocate for the Commission's adoption of this Setdement Agreement
without modification. Notwithstanding anyother provision of this
Setdement Agreement, this Section E.2. shallbe bindingon the Parties
as of the date first written above.

3. Effect of SetdementNegotiations. All offers of setdementand
discussions related to this SetdementAgreement are privileged and may
not be usedin anymanner in connection with proceedings in this Case
or otherwise, exceptas providedbylawor by mutualagreement of the
Parties. In the event the Commission does not adopt this Settlement
Agreement, it shall not constitute partof the record in this proceeding
and no part thereof maybe used by any Partyfor any purposein this
Case or in any other.

4. Applicability and Scope. ThisSetdement Agreement shall be binding on
the Parties,and their successors, assigns, agents, and representatives.
Consistentwith the Commission's setdement guidelines, this Setdement
Agreement does not set policy or overturn precedent This Setdement
Agreement shall not constitute an sgreemcnt, admission, or
determination by anyof the Parties as to the merits of any specific
allegation or contention made bytheParties in this Case. This
Setdement Agreement supersedes all previous setdements in this
proceeding.



5. EffectiveDate. This Settlement Agreementshall be effective on the
date of the Commission Order approving this Setdement Agreement.

6. Modification. If the Commissionmodifies or conditionsapprovalof
this Settlement Agreement, it shall be deemed terminated if either Party
files a letterwith the Commission within three (3) business days of the
date of suchorder stating that a condition or modification to this
SettlementAgreement is unacceptable to such Party.

7. Counterparts. ThisSettlement Agreement may be executed in
counterparts byXcel Eneigy and Advocwy Staff, each ofvdtich when so
executed will be an original, but all of which together will constitute one
and the same instrument

CONCLUSION

The Parties have agreed to the foregoing terms to resolve all outstanding issues
in theabove captioned proceeding. These terms are a result of negotiations between
the Parties, arein the public interest, and will resultin justandreasonable rates. For
these reasons, the Partiesurge the Commissionto approve tliisSettlement
Agreement.

[SIGNATURE VAGE FOLLOWS]



Authorized tepresentatives of the Parties having caused thisSetdement
Agreement to be duly executed as of the date first set forth above.

Northern States Power Company,
a Minnesotacorporation

2^-y

Its: //"A

North Dakota Public Service Commission

AdvocacyStaff

By

Its
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