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Destination 2050

Our bold
carbon-free
FUTURE

Xcel Energy has long been a leader in
delivering clean energy while maintaining
outstanding reliability and affordability.
Back in 2005, we were the leading utility
wind energy provider in the country, despite
the fact that wind comprised only 3 percent
of our generation. By 2027, we expect
renewable energy — the vast majority being
wind — will account for 48 percent of our
mix and will be our largest source of energy
for our customers.

Along the way, we've made steady progress
reducing carbon dioxide by transitioning
away from fossil fuels, incorporating
renewables and developing award-winning
energy efficiency programs. Our 2018 carbon
emissions are approximately 40 percent
lower than our 2005 baseline. That progress
put us on pace to hit our previous goal of
reducing carbon 60 percent across all eight
states in which we do business by 2030.

But a confluence of market forces —
improving technology, falling prices and

the risk of climate change — convinced us
that we can do more, sooner. That's

why in December, we became the first
electric utility in the country to announce
our aspiration to produce 100-percent
carbon-free electricity for customers by
2050. At the same time, we announced

a new interim target of reducing carbon
dioxide emissions 80 percent by 2030.

Significant advances in technology and
our ability to integrate high levels of
renewable energy onto our system give
us the confidence that we expect to hit our
80 percent target by 2030 using existing
technologies. To produce 100-percent
carbon-free electricity for customers

by 2050 will require a dispatchable
carbon-free energy source that is not
available today. Of course, reliability and
affordability must be part of the equation
to successfully arrive at our destination.

Setting our sights on this ambitious vision
— Destination 2050 — allows us to drive
the conversation rather than react to it. It
also gives us time for the development of
technologies not currently available that
will be critical for achieving 100-percent
carbon-free electricity. And as important,
it gives us a long runway to work with our
local communities and employees to help
prepare for a clean energy economy.

We're excited to make advances toward
Destination 2050 and can't wait to build the
future together.
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Some sections in this annual report, including the letter
to shareholders, contain forward-looking statements.
For a discussion of factors that could affect operating
results, please see management's discussion and
analysis listed in the table of contents of the Form 10-K.



Ben Fowke, Chairman,
President and CEQ




Dear Fellow
Shareholders:

2018 was a year of significant
accomplishments for our company.

While we achieved outstanding financial
performance, marked major milestones in
our Steel for Fuel strategy, and partnered
with other utilities to restore power in
Puerto Rico following Hurricane Maria, it
was our announcement that we see a path
to achieve 100-percent carbon-free energy
by 2050 that took the spotlight.

Xcel Energy has long been a leader in clean,
renewable energy, but we took that to a
new level when we became the first major
U.S. electric company to announce a
carbon-free vision — to serve customers
with zero-carbon electricity by 2050.
“Destination 2050: Building the Future”
captures our long-range vision. But our
vision to deliver 100-percent carbon-free
energy by 2050 is more than just words.

I like to think that we are not just talking
about the future, we're building it today.

Outstanding Financial Performance

For the 14th consecutive year, we met

or exceeded our earnings guidance. We
delivered 2018 GAAP and ongoing earnings
of $2.47 per share, at the top end of our
original earnings guidance range, compared
to GAAP earnings of $2.25 per share and
ongoing earnings of $2.30 per share in 2017.

Xcel Energy also increased your dividend

5.6 percent in 2018, extending our streak of
dividend growth to 15 consecutive years.
\We maintained our dividend objective of 5 to
7 percent annual growth, which reflects our
confidence in our long-term financial plan.

Strong earnings were driven in part by
positive sales growth, particularly to support
oil and gas production in Texas and New
Mexico. Electric sales increased 1.3 percent
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and natural gas sales increased 2.4 percent,
indicating strong customer growth despite
continued advances in energy efficiency.

Because our financial results were so strong
during the first two quarters, we made the
strategic decision to reinvest earnings into
our business for system maintenance and
vegetation management. This was a factor
in our 3.6 percent increase in operating and
maintenance (0&M) expenses in 2018. We
remain committed to our long-term objective
of improving operating efficiencies and
eliminating costs to deliver greater value

to our customers and shareholders.

As a result of our continued strong
performance, our total shareholder return
has outpaced our peer group. Our three-year
total shareholder return was 51.1 percent
compared to 34.6 percent for our peer group,
and our five-year return was 109.5 percent
compared to 65.9 percent for our peer
group. In addition, our stock price (ticker:
XEL) closed at an all-time high of $53.68 in
December, and has subsequently set several
new all-time highs in early 2019.

Building the Future Today

We continue to make strong progress

in executing our Steel for Fuel growth
strategy and are well-positioned to lead

the clean energy transition and deliver

strong shareholder value for years to come.
Developing and owning wind farms brings our
customers low-cost, carbon-free wind energy,
while it creates economic development

for communities and new investments for
shareholders. It is a win-with-wind strategy
that appeals to multiple stakeholders.

Our Steel for Fuel wind strategy is visible

on the eastern plains of Colorado, where
the largest wind farm we’ve ever built —

2050



ANNUAL REPORT 2018

XCEL ENERGY EARNINGS
PER SHARE

Dollars per share (diluted)

2016 2017 2018

I GAAP (generally accepted accounting
principles) earnings per share

yxy
2.47

[ | Ongoing earnings per share™
*A reconciliation to GAAP earnings per share
is located in Item 7 of the Form 10-K.

FINANCIAL HIGHLIGHTS

2017 2018
Tota! GAAP 247
earnings per share
Ongoing earnings 230 2147
per share
D|V|deﬁds 144 157
annualized
Stock price (close)  48.11 49.27
Assets (millions) 43,030 45,987

Company description

Xcel Energy is a major U.S. electric and
natural gas company with annual revenues
of $11.5 billion. Based in Minneapolis,
Minnesota, the company operates in eight
states and provides a comprehensive
portfolio of energy-related products and
services to 3.6 million electricity customers
and 2 million natural gas customers.

the 600-megawatt Rush Creek Wind Farm
— began producing enough carbon-free
energy to power 325,000 homes.

We are in the midst of one of the largest
multi-state wind expansions in the country.
With the completion of Rush Creek in
Colorado, we have 11 remaining wind farms
under development. In 2018, we secured
the last of the necessary approvals for the
projects, eight of which we will own. Five
wind farms will be completed this year, with
five expected to come online in 2020. The
Dakota Range Wind Farm in South Dakota
is set to begin service in 2021 after the
production tax credit begins to phase down.

But, we aren't stopping there. We need

to make progress every day to meet our
vision of providing carbon-free electricity
for customers by 2050 and reducing carbon
emissions 80 percent system wide by 2030
(compared to 2005 levels). At the end of
2018, we had reduced carbon emissions
by approximately 40 percent.

Our carbon footprint will continue to

shrink following the approval of our
Colorado Energy Plan, which includes

the early retirement of two coal units at

the Comanche Generating Station in Pueblo,
and replacing that generation with a
combination of wind, solar, battery storage
and natural gas. By 2026, when all these
projects are complete, more than half of the
energy we produce in Colorado will come
from renewable sources.

Another innovative way to provide

Steel for Fuel ownership opportunities
for shareholders is to buy out existing
power purchase agreements. Late last year
we announced agreements to buy two
older wind farms in southern Minnesota
and re-power them with today’s advanced
wind technology. While those always
require regulatory approval, we intend to
continue to pursue similar opportunities
in 2019 and beyond.

Enhancing the Customer Experience
Leading the clean energy transition
positions us to better serve our customers

as we develop new programs to help them
achieve their sustainability goals. Last year
our all-renewable program in Minnesota
and Colorado completely sold out.
Renewable*Connect gives customers the
opportunity to purchase up to 100 percent
of certified renewable energy to power
their homes and businesses. We have filed
plans for a second phase of this program in
Minnesota, this time uncapped and scalable,
so we can meet the growing demand for
this entirely clean energy product. A similar
program has been approved in Wisconsin
and will provide a greener option for
customers starting later in 2019.

A growing percentage of customers want
to reduce their carbon footprint not only

in their homes or businesses, but in the
vehicles they drive as well. Electric vehicles
are a growing consumer choice, and we

are taking a three-pronged approach to

help our customers seamlessly make the
transition. We have several pilots underway
in Minnesota to provide home charging
options and public charging infrastructure,
and to partner with communities and
business customers to convert their fleets
from traditional to electric vehicles. We
recently announced a $25 million investment
in electric vehicle infrastructure and believe
these pilots will help our customers reduce
energy and meet their sustainability needs.
We expect to expand our electric vehicle
efforts to other states in 2019 and beyond
(read more on pages 10-11).

Building a smarter and stronger energy
grid that better serves customers is at the
heart of our Advanced Grid Intelligence and
Security initiative. As technology continues
to advance, we are ensuring the way we
deliver electricity to homes and businesses
keeps improving too. Through this effort
we will upgrade our infrastructure, improve
security and reliability and leverage
advanced meters to provide customers
more choices for managing their energy
use. We will begin installation of new
meters in Colorado late in 2019 and plan

to file for approval for our advanced grid
initiative in Minnesota this year.



Regulatory Advancements

Effective stakeholder engagement is an
important part of generating favorable
regulatory outcomes, and we had several
regulatory accomplishments in 2018,
starting with approvals of our wind projects
in Texas and New Mexico.

Colorado regulators approved our long-term
pricing agreement with EVRAZ, a large
steel mill and the second-largest employer
in Pueblo. This agreement was crucial for
EVRAZ to continue its operation in Pueblo
and allow for expansion into the future.

One of the largest regulatory issues across
our service territory in 2018 was working
with our policy makers and stakeholders

to determine the best way to distribute tax
reform benefits to our customers without
negatively impacting our credit metrics.
Solutions varied by jurisdiction, but in all,

we are in the process of returning more than
$300 million of tax benefits to our customers.

Regulators are reviewing our purchase
agreement of the Mankato Energy Center,
a natural gas facility currently under
expansion that has served our customers
through a PPA contract. We believe that
natural gas will serve as an important
bridge fuel that works well with high
levels of renewable penetration.

While we prepare for our next Upper
Midwest resource plan that will be filed

in the summer of 2019, we will include a
dialogue with the Minnesota commission
about the importance of operating our nuclear
plants through their license periods in the
early 2030s. It's important that we operate
our fleet efficiently and effectively, which
is exactly what we did in 2018. The fleet
delivered energy 96 percent of the time,
while reducing its O&M costs by almost

3 percent (read more on pages 12-13).

Operational Excellence

At the heart of Xcel Energy's culture is the
commitment to getting better every day.
We've engaged our employees to find
innovative ways to reduce costs and gain
efficiencies, and they have delivered. By
implementing continuous improvement

suggestions from our employees, we saved
$59 million of O&M expenses in 2018.

We also developed the in-house expertise
in lean management techniques to apply
continuous improvement efforts to other
areas of the business in 2019 and beyond.

Our always-improving mindset is also

at work when it comes to safety, of our
employees and the public. In 2018, we
built a state-of-the-art natural gas training
facility in Minnesota to better train
employees and the first responders who
we work with in our communities. | am
pleased that we had our best public safety
performance ever, as measured by gas
emergency response, and achieved first
quartile performance when it comes to
employee safety. We've reduced employee
injuries by more than 50 percent since we
implemented our Journey to Zero employee
safety program.

Living Our Values

We refreshed our corporate values in 2018
to bring a sharp focus and intention to
how we want all of our 11,000 employees
to approach their work each and every
day. These new values — Connected,
Committed, Safe and Trustworthy —
were crafted and refined with employees
engaged along the way.

Exceptional people, grounded in a
values-driven organization, is a winning
combination that's getting noticed.

Xcel Energy has been fortunate to receive
recognition from publications like Forbes
and Fortune, which have repeatedly listed
us as among the world’s best companies.
Utility Dive named Xcel Energy its 2018
Utility of the Year, and we were chosen
among the 100 Best Corporate Citizens
by Corporate Responsibility Magazine.

One of the things | am most proud of

is our collective commitment to the
communities where we serve. In the last
year we gave back in a big way, donating
more than $11 million and 90,000 volunteer
hours to community organizations. Our
efforts could be felt in everything from
environmental improvements like tree

plantings and other greening, to supporting
economic self-sufficiency through mentoring
and training efforts.

As we continue to build the future, we
have Destination 2050 squarely in our
sights. But as you can see, it is about more
than just reducing our carbon footprint

and delivering 100-percent carbon-free
energy to our customers and communities
by 2050. Destination 2050 is about always
innovating to deliver best-in-class service
to our customers, standing squarely with
our communities to help them achieve their
energy and economic development goals,
engaging with our employees so they can
bring their best to work every day and
making an impact in our own backyards.

Thank you to our customers, shareholders,
employees and stakeholders for helping make

2018 an outstanding year for Xcel Energy.

Sincerely,

Ben Fowke
Chairman, President and
Chief Executive Officer

Destinaton 2090
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Wind projects
receive green light

Wind farms aren't built just anywhere land is for sale.
They are complex projects that require extensive planning
and permitting, significant outreach to neighboring
property owners and other stakeholders, and, of course,

regulatory approval.

It's one thing to propose new wind projects.
It's another to shepherd them through the
approvals necessary to get new wind farms
constructed. Last year, we were able to
secure the last of the necessary approvals
for one of the largest multi-state wind
investments in the country — 12 wind farms
in seven states. The first wind project, Rush
Creek in Colorado, was completed in 2018.

Appropriately, state and local interests drive
the discussion. Some communities and
regulators are focused on wind energy’s
ability to save customers money and to drive
economic development. Others are attracted
to the fact that more wind energy on our
system allows us to continue reducing carbon
emissions. What makes our Steel for Fuel
strategy of building and owning wind farms
widely appealing is its ability to deliver both
economic and environmental benefits.

New wind farms and the accompanying
substations and transmission lines needed
to deliver the energy to market are powerful
sources of economic development, often in
rural areas. Our multi-state wind expansion
is expected to create 2,700 construction jobs
and 150 full-time positions, and generate
$800 million in landowner lease and property
tax payments over the lives of the projects.

By 2027, we expect 39 percent of our energy
will be supplied by wind — nearly double

the amount on our system in 2017. That
means wind energy would generate enough
clean energy to power approximately six
million homes and avoid more than 28
million tons of carbon emissions annually.

Colorado Energy Plan Gains Approval
We have secured regulatory approval for our
Colorado Energy Plan, which will allow

Xcel Energy to deliver on our vision to
provide low-cost, clean renewable energy
for our customers, stimulate economic
development in rural Colorado and
substantially reduce our carbon emissions.

This project required significant stakeholder
outreach and engagement and received
support from more than 20 business groups
and environmental organizations. The
Colorado Energy Plan paves the way for
the early retirement of two coal units at the
Comanche Generating Station in Pueblo.
When fully executed in 2026, 55 percent

of our Colorado energy mix is expected to
come from renewable sources while saving
customers money on their bills.

The first wind project in the Colorado

plan — a 500-megawatt wind farm called
Cheyenne Ridge — is expected to be
completed in late 2020, assuming final
regulatory approvals are secured.

2050
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All charged up
about driving electric

EV initiative focused on the customer experience




Adam Carstensen (left), a participant
In the new Minnesota electric vehicle
home charging pilot program, goes
over his home charging equipment
with Neal Callinan of Xcel Energy.
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Nuclear checks
all the boxes

We've long appreciated the value nuclear energy delivers

on a number of fronts: the “round-the-clock™ affordable
energy it provides, the environmental benefits of carbon-free
generation, and the $1 billion of annual economic impact to
the Minnesota economy where our plants are located.

An increasing number of stakeholders have
come to appreciate nuclear power for those
same reasons. The carbon-free nature of
nuclear energy, coupled with its 24x7 power,
make it extremely valuable to the clean
energy transition.

The clean energy transition cannot work if
reliability and affordability are not part of
the equation. Reliable, affordable and clean
must work together, and nuclear energy
checks all the boxes.

For us, a critical part of our clean energy
vision is operating our nuclear units at least
through their current licenses, which expire
in the early 2030s. We operate three nuclear
units in Minnesota — one at Monticello and
two units at Prairie Island — that provide 13
percent of our energy mix. Because nuclear
energy provides the only carbon-free, always
on energy source for our system, it makes
pragmatic sense that nuclear remains an
important part of our energy future.

Employees working at our nuclear plants
understand that running those facilities
safely, effectively and efficiently is of the
utmost importance. During the last few
years, we've empowered our team to drive

innovation to reduce costs — and they've
delivered. In the last three years, our
nuclear employees have eliminated about
$40 million of operating and maintenance
costs. In 2018, our nuclear employees set
a generation record, producing more than
14.6 million megawatt hours of energy, all
without a lost-time injury. In addition to
working safely, last year the team worked
effectively and efficiently, producing power
96 percent of the time while reducing its
operating and maintenance costs by nearly
3 percent — a winning formula.

We've also found innovative ways to reduce
fuel costs. By developing a new fuel design,
the nuclear engineering team significantly
reduced the amount of fuel consumed during
operations. This approach extends the
period of time between scheduled refueling
from 18 months to 24 months, which will
save approximately $4 to $5 million per
year in fuel costs. Additionally, we expect
to generate $70 million in savings over the
next 15 years as the need for two refueling
outages will be eliminated.

Clean, affordable, reliable. Nuclear energy

produced in Minnesota continues to check
all the boxes.

2050
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A sight to behold,
from a distance

Forty miles north of Denver, a first-of-its-kind unmanned
aircraft system flight took place last summer. Very few
people saw it — and that's the point.

In 2018, Xcel Energy became the first public
utility in the country to receive permission
from the Federal Aviation Administration
(FAA) to fly drones beyond the operator’s
line of sight to inspect transmission lines.
The flights, which began in July and continued
monthly through the year, are part of a program
to prove the value of using unmanned aircraft
to inspect critical infrastructure in the power
generation industry.

The Altus ORC2, a 35-pound drone not
available in the retail market, collected
images and volumes of data that was then
analyzed to identify potential issues that
could impact the reliability of the electric
transmission grid. More than 1,000 miles of
test flights were tracked by a field operations
team of four individuals located on the ground
— a pilot, an observer and two other team
members monitoring the data collection.

“FAA team members came to Colorado to
observe our transmission inspection flights
first hand,” said Eileen Lockhart, who
manages Xcel Energy’s UAS program. “They
were pleased with the results. If all continues
to go well, the program will be expanded to
our peer companies in the future.”

As a regulated utility, Xcel Energy is required
to inspect and perform maintenance on its

transmission lines — 24,000 miles of them
— on a routine basis. Traditionally we have
conducted these inspections with helicopters
and foot patrols. Using drones to inspect
transmission lines delivers value on many
fronts, starting with ensuring the reliability for
our customers thanks to better data capture.

It's also safer for our employees, especially
in remote mountainous areas, and less
expensive, which is one of the many ways
we're working to keep customers’ bills low.
As technology improves, the cost to operate
drones continues to fall, which saves even
more money for customers.

Pending FAA approval, we plan to expand
this program to inspect transmission lines in
other states beginning in 2019. Additionally,
we are collaborating with the FAA and the
state of North Dakota on the National UAS
Integration Pilot Program, an opportunity
for state, local, and tribal governments to
partner with private-sector entities to work
together to accelerate drone integration.

Xcel Energy began using drones to conduct
indoor inspections in 2013 and expanded the
program for outdoor use in 2015. We use
drones to inspect everything from boilers

to wind towers to our nuclear facilities and
everything in between.
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Xcel Energy became the first public utility to receive
permlssmn from the Federal Aviation Administration -

to lnspect transmission lines using drones flown beyond* ¥
the operators visual line of sight.
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A powerful experience
in Puerto Rico

Some of the most rewarding work of 2018 took place more
than a thousand miles from our closest service territory.
Approximately 200 Xcel Energy line workers and support
personnel traveled to Puerto Rico to help restore power
following the devastation of Hurricane Maria.

Three waves of Xcel Employees flew to
Puerto Rico for three-week assignments
on the Caribbean island, while our trucks
and equipment arrived by barge after
being driven to Lake Charles, Louisiana.
Xcel Energy crews worked primarily in
Caguas, a mountainous and remote region
where restoration efforts were challenging
due to rugged terrain, narrow roads and
overgrown vegetation.

Crews worked 16-hour days to safely
restore electricity for approximately 6,000
customers, including homes, schools,
community centers and one church just in
time to hold Easter services. Xcel Energy
was among nearly 60 investor-owned
electricity companies that collectively
dispatched 3,000 line workers and

support personnel to restore power as
part of the industry’s mutual aid program.
Xcel Energy was one of several companies
to be recognized with a special 2018
Emergency Assistance Award by the Edison
Electric Institute.

“Traveling to Puerto Rico was one of

the most rewarding experiences in

my career,” said Lee Nordby, who oversaw
Xcel Energy’s restoration efforts on

the island. “Many of the people we
encountered had been without power for
three or four months, but they were so
positive and grateful for our efforts.”

s et L 2y NP
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Local residents thanked our crews with
home-cooked meals, hugs and thank-you
signs. One of the most moving events
happened at a school where a 12-year-old
cried tears of joy after we granted her
birthday wish — to restore power after
nearly five months in the dark.

“It was really powerful,” said Mike Bulger,
an operations manager from Colorado.
“Our crews restore electricity all over the
United States when called upon, but our
experience in Puerto Rico was special —
something that none of us will ever forget.”

2050
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Xcel Energy co-sponsored an exhibition at
Super Bow! LIVE, a week-long celebration that
was powered by 100-percent renewable energy.
The space included a display for children to
illuminate the Super Bowl logo in lights.

[t's important for our workforce to reflect
the diversity of the communities we

are privileged to serve. We have taken

a thoughtful approach to workforce
development as we know that diverse
organizations are more successful
because they bring different strengths
and perspectives to the table.

This includes expanding our award-winning
internship programs, creating customized
diverse hiring and retention plans for select
business units, developing unconscious bias
training for all employees and participating
in the CEQ Action for Diversity & Inclusion,
a national program focused on diverse hiring
and retention best practices.

Reliable power for the
world’s biggest stage

A few years ago, a power outage played

a memorable role at the Super Bowl in
New Orleans. Xcel Energy was determined
to make sure that didn't happen in our
backyard. As expected, Super Bow! LII
between the Philadelphia Eagles and the
New England Patriots went off without a
hitch in downtown Minneapolis.

[t was an honor to provide power for the
biggest game on the world’s biggest stage
— more than 103 million people watched
the game on television. Employees from our
operations and security teams worked nearly
two years performing reliability inspections,
maintaining infrastructure, and identifying
risk for every possible contingency leading
up to the game that was played February 4,
2018 at U.S. Bank Stadium.

Xcel Energy proudly served as the official
Renewable Energy Provider of the

Minnesota Super Bow!l Host Committee.
All of the power needed for Super Bowl
LIVE — a week-long celebration down the
street from our corporate headquarters on
Nicollet Mall — was powered through our
WindSource® program with 100 percent of
the energy coming from Minnesota wind
farms. Xcel Energy and Vestas, our wind
turbine manufacturing supplier, jointly
sponsored an exhibition at Super Bowl
LIVE that was staffed by our employee
volunteers. More than a million people
participated in a variety of events leading
up to the big game.

We plan to use the same playbook to ensure
things go smoothly during the next large
sporting event in downtown Minneapolis
— the NCAA Final Four men'’s basketball
championship — that will take place at the
same location in April 2019.

A thoughtful approach to
building a diverse workforce

For many years, we have been actively
engaged with high school internship programs
in the Twin Cities, Denver and Eau Claire, and
we recently launched a new high school
internship program in Amarillo, Texas. In
2018, we hired a record 66 high school
interns, and the timing couldn't be better as

it aligned with the launch of a new social
media platform developed by Xcel Energy and
Greater MSP to help Twin Cities companies to
better track local interns and keep them in the
pipeline for permanent employment.

We also partner with Legacy i3 — a unique
program that encourages students from
underrepresented communities to pursue
careers in the energy industry and directs

them to our educational partners who provide
career training opportunities. This includes
working with Minnesota State Colleges and
Universities to guide these students into
energy-related programs for line workers and
technical specialists. Xcel Energy employees
mentor these program participants through
our Energy Ambassador program.

All these programs help us share with a
broader audience our story that Xcel Energy
is a great place to work, while we build
candidate pipelines in communities where
this story has not been well known in the
past. Our high school and college internship
programs have proven to be strong sources
of diverse talent.
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