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Xcel Energy Service TerritoriesXcel Energy Service Territories

 Maintain reasonably Maintain reasonably 
priced, reliable energypriced, reliable energy

Northern States 
Power Company 

Minnesota

Northern States 
Power Company 

Minnesota
Northern States 
Power Company
Northern States 
Power Company

 Address risk through Address risk through 
advanced, balanced, and advanced, balanced, and 
diverse energy portfoliodiverse energy portfolio

MinnesotaMinnesota

Public Service 
Company of 

C l d

Public Service 
Company of 

C l d

Power Company 
Wisconsin

Power Company 
Wisconsin

 Create value for Create value for 
customers, shareholders customers, shareholders 
and employeesand employees

ColoradoColorado

p yp y
Southwestern 
Public Service

Company

Southwestern 
Public Service

Company Gas Customers          1.9 MGas Customers          1.9 M
El t i C t 3 4 MEl t i C t 3 4 MElectric Customers    3.4 MElectric Customers    3.4 M



Our FocusOur Focus

Reasonable costReasonable cost
Safe serviceSafe service
Reliable serviceReliable service
ForwardForward--lookinglooking
Fuel diversityFuel diversity
Environmental leadership Environmental leadership 
Innovation for the futureInnovation for the future



Built to LastBuilt to Last
 Strategy Strategy 

—— Invest in our core electric and gas businessesInvest in our core electric and gas businesses
—— Provide safe, clean, reliable and affordable energyProvide safe, clean, reliable and affordable energy
—— Meet policy objectives and manage riskMeet policy objectives and manage risk

D t t d b fit t t k h ldD t t d b fit t t k h ld Demonstrated benefits to stakeholdersDemonstrated benefits to stakeholders
—— Satisfy customersSatisfy customers
—— Achieve policy objectivesAchieve policy objectivesAchieve policy objectives Achieve policy objectives 
—— Earn fair total return for shareholdersEarn fair total return for shareholders



Xcel Energy’s PerspectiveXcel Energy’s Perspective
 Clarity and certainty of rules is essentialClarity and certainty of rules is essential

—— Aging infrastructureAging infrastructure
LongLong lead time longlead time long lived assetslived assets—— LongLong--lead time, longlead time, long--lived assetslived assets

—— Reliability investmentsReliability investments
 Significant capital requiredSignificant capital required
 Investments must demonstrate valueInvestments must demonstrate value

—— CostCost
—— ReliabilityReliabilityyy
—— EnvironmentEnvironment
—— RiskRisk



Mitigating Risk is KeyMitigating Risk is Key
 Early adoption of clean energy initiativesEarly adoption of clean energy initiatives

—— Reduces longReduces long--term environmentalterm environmental
and compliance riskand compliance riskand compliance riskand compliance risk

—— Secures place at the tableSecures place at the table
—— Gives us time and lowers costsGives us time and lowers costs

 Enhance flexibilityEnhance flexibility
—— Retirements, retrofits and repoweringRetirements, retrofits and repowering
—— Emission controlsEmission controls
—— Nuclear power uprates and life extensionsNuclear power uprates and life extensions
—— Grid expansion and improvementsGrid expansion and improvements



The ChallengesThe Challenges

 Evolving environmental policiesEvolving environmental policies

 Federal and regional transmission policiesFederal and regional transmission policies Federal and regional transmission policiesFederal and regional transmission policies

 Expansive agendaExpansive agenda



EPA Initiatives EPA Initiatives 
 Propose or finalize at least seven major rulemakingsPropose or finalize at least seven major rulemakings

—— Focused on air qualityFocused on air quality
—— Would require billions of dollars in scrubber,Would require billions of dollars in scrubber,

SCR and other environmental costsSCR and other environmental costs
—— Anticipated to result in widespread power plant retirementsAnticipated to result in widespread power plant retirements

 TimingTiming
—— Usually requires compliance within three to five yearsUsually requires compliance within three to five years

 Exception: Cross State Air Pollution Rule (CSAPR)Exception: Cross State Air Pollution Rule (CSAPR)
—— Need several years for planning, engineering, procurement Need several years for planning, engineering, procurement 

and installationand installation



NonNon--COCO22 Environmental Regulatory Timeline for Coal UnitsEnvironmental Regulatory Timeline for Coal Units
EPA Initiatives EPA Initiatives EPA Initiatives EPA Initiatives 

NonNon COCO22 Environmental Regulatory Timeline for Coal UnitsEnvironmental Regulatory Timeline for Coal Units
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Upper Midwest Fuel MixUpper Midwest Fuel Mix
CurrentCurrent

N lN l
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Key DecisionsKey Decisions
Retire and ReplaceRetire and Replace
Natural gas supplemented Natural gas supplemented 
with renewables?with renewables?with renewables?with renewables?
Higher operating costs?Higher operating costs?
More volatility?More volatility?More volatility?More volatility?

RetrofitRetrofit
More retrofits in the future?More retrofits in the future?More retrofits in the future?More retrofits in the future?
Future carbon costs?Future carbon costs?
Costs over useful life?Costs over useful life?Costs over useful life?Costs over useful life?



Emission Reduction InitiativesEmission Reduction Initiatives

Minnesota Emissions Reduction ProjectMinnesota Emissions Reduction Project
 Retrofit one unit to BACT level controls Retrofit one unit to BACT level controls Retrofit Retrofit 

“anchor”“anchor”
Preserve Preserve 
valuablevaluable

 Retire five unitsRetire five units
 Construct two natural gas combinedConstruct two natural gas combined

cycle unitscycle units

anchor  anchor  
coal unitscoal units

valuable valuable 
assets for the assets for the 
futurefuture

Black Dog ProposalBlack Dog Proposal
 Retire 270 MW of remaining coalRetire 270 MW of remaining coal

Retire Retire 
“heritage”“heritage”

Maintain Maintain 
reasonablereasonable Retire 270 MW of remaining coalRetire 270 MW of remaining coal

 Construct natural gas combined cycle unitConstruct natural gas combined cycle unit
heritage  heritage  
coal unitscoal units

reasonable reasonable 
longlong--term costterm cost

Approach requires significant investment and supportive regulationApproach requires significant investment and supportive regulation



Industry ResponseIndustry Response
U.S. vs Xcel Energy, 2010U.S. vs Xcel Energy, 2010--20212021

PercentagePercentage
Retrofit Cost for Retrofit Cost for 

NonNon RetiredRetiredPercentagePercentage
of Coal Fleet of Coal Fleet 

Retired/Replaced/Fuel Retired/Replaced/Fuel 
SwitchedSwitched

NonNon--Retired Retired 
Coal Units Coal Units 
(Fleet(Fleet--wide wide 

Average, $/kW)Average, $/kW)

Retrofit Cost Retrofit Cost 
as Percentage as Percentage 
of Market Capof Market Capg )g ) pp

U.S. (EEI/ICF U.S. (EEI/ICF 
Analysis)Analysis) 18% 18% -- 31%31%** $667 $667 -- $685$685** n/an/a
AEP (largest U.S. AEP (largest U.S. ( g( g
coal generator)coal generator) 24%24% $261 $261 -- $367$367 31% 31% -- 43%43%
Southern Southern 
CompanyCompany ~40%~40% $700 $700 -- $1100$1100 29% 29% -- 45%45%

* EEI / ICF analysis results reflect scenarios with and without carbon regulation* EEI / ICF analysis results reflect scenarios with and without carbon regulation

Xcel EnergyXcel Energy 15%15% $130 $130 -- $371$371 9% 9% -- 25%25%



Concurrent StrategiesConcurrent Strategies
 Nation’s No. 1 Wind Provider
 Industry leader in energy 

efficiency programs

 Nation’s No. 1 Wind Provider
 Industry leader in energy 

efficiency programs Demand
2 1 million kW
Demand
2 1 million kW

SavingsSavings

y g
 Transmission investments
 Commitment to innovation

Energy Innovation Corridor

y g
 Transmission investments
 Commitment to innovation

Energy Innovation Corridor

2.1 million kW2.1 million kW

Natural Gas
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Natural Gas
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▬ Energy Innovation Corridor
▬ Electric vehicles

NSP Wind CapacityNSP Wind Capacity
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System Wind ResourcesSystem Wind Resources

NSPNSP--MN MN ––
1 591 MW1 591 MW

 Over 3,000 Over 3,000 
turbines turbines 

PSCo PSCo ––

1,591 MW1,591 MW

Xcel EnergyXcel Energy

 Three operating Three operating 
companies companies 

1,735 MW1,735 MW Xcel Energy Xcel Energy ––
4,256 MW4,256 MW Three market Three market 

structures structures 
MISOMISO

SPS SPS ––
736 MW736 MW (930 MW in BA)(930 MW in BA)

–– MISOMISO
–– WECCWECC
–– SPPSPP

736 MW 736 MW (930 MW in BA)(930 MW in BA)



That Was ThenThat Was ThenThat Was Then….That Was Then….



Thi I NThi I NThis Is Now:This Is Now:
Grand Meadow Wind FarmGrand Meadow Wind Farm



Wind PowerWind Power

$60

$70  Provides value today Provides value today 
and in the futureand in the future$8/mmBtu Natural Gas

$4/ Bt

Dollars per MWhDollars per MWh

$40

$50  No need to take projectsNo need to take projects
── Ahead of RESAhead of RES

Creates economicCreates economic

$4/mmBtu 
Natural Gas

$10

$20

$30 ── Creates economic Creates economic 
pressurepressure

 Current prices are Current prices are 

$0

$10

2008 2009 2010
Wi d G ti

significantly lower than significantly lower than 
previously seenpreviously seen

Wind Generation
Alternative Generation



Wind ChallengesWind Challenges

 Wind production forecast errorWind production forecast error
 Largest hourly change (MWs)Largest hourly change (MWs)g y g ( )g y g ( )

WindWind Net LoadNet Load
NSP NSP +567+567 +1,094+1,094
PSCoPSCo +750+750 --1,0661,066
SPSSPS +294+294 -- 597597

 S stem operational impactsS stem operational impacts System operational impactsSystem operational impacts



SolutionsSolutions

 Better understand windBetter understand wind
—— Partner with expertsPartner with experts
—— Improve forecastsImprove forecasts
—— Improve wind event detectionImprove wind event detection

I fl ibilit tI fl ibilit t Increase flexibility on systemIncrease flexibility on system
—— Operator vigilanceOperator vigilance
—— “Flex reserve” requirement“Flex reserve” requirementFlex reserve  requirementFlex reserve  requirement
—— Gas nominationsGas nominations



Energy Markets MatterEnergy Markets Matter
 NSP:   1,293 MWsNSP:   1,293 MWs

—— 116,000 MW MISO footprint116,000 MW MISO footprint
Substantial import/export capabilitySubstantial import/export capability—— Substantial import/export capabilitySubstantial import/export capability

 SPS:   653 MWsSPS:   653 MWs
—— 46,000 MW SPP footprint46,000 MW SPP footprint, p, p
—— Limited transmissionLimited transmission
—— North/South flow issuesNorth/South flow issues

PSC 1 258 MWPSC 1 258 MW PSCo:  1,258 MWsPSCo:  1,258 MWs
—— 7,900 MW Balancing Authority7,900 MW Balancing Authority
—— Limited import/export capabilityLimited import/export capabilityLimited import/export capabilityLimited import/export capability
—— Highest penetration levelHighest penetration level



Energy EfficiencyEnergy Efficiency



DemandDemand--Side ManagementSide Management
 Lower costs to Lower costs to 

customers by customers by 
reducing the needreducing the need

$350,000,000

$400,000,000

reducing the need reducing the need 
for new power for new power 
plantsplants

$200 000 000

$250,000,000

$300,000,000

 Give customers Give customers 
greater controlgreater control
over their costsover their costs $100,000,000

$150,000,000

$200,000,000

 C&I customers are C&I customers are 
the key to the the key to the 
success of oursuccess of our

$0

$50,000,000

2005 2006 2007 2008 2009 2010success of our success of our 
programsprograms

2005 2006 2007 2008 2009 2010
Avoided Revenue Requirements
Total Program Expenditures (Includes Incentives)



Regulation of GHGs (Carbon Dioxide)Regulation of GHGs (Carbon Dioxide)

 CongressCongress
—— Impasse (Can’t pass Impasse (Can’t pass p ( pp ( p

anything/Can’t stop EPA)anything/Can’t stop EPA)

 Supreme CourtSupreme Court
AEP C ti tAEP C ti t—— AEP v. ConnecticutAEP v. Connecticut
(June 2011)(June 2011)

—— Preemption of state common law Preemption of state common law 
l i i ll i i lclaims remains unclearclaims remains unclear

 EPA regulationEPA regulation



Regulation of Existing GHG SourcesRegulation of Existing GHG Sources
 EPA regulation under EPA regulation under 

CAACAA
State plans must meetState plans must meet

 EPA regulation under EPA regulation under 
CAACAA

State plans must meetState plans must meet

Xcel Energy Emissions Reductions
in Colorado

10.0—— State plans must meet State plans must meet 
Federal guidelinesFederal guidelines

—— Likely to be stackLikely to be stack--byby--
stack limitsstack limits

—— State plans must meet State plans must meet 
Federal guidelinesFederal guidelines

—— Likely to be stackLikely to be stack--byby--
stack limitsstack limits 6.0

8.0
Annual CO2
Emissions 
Reduction
(Million Metric Tons)

stack limitsstack limits
—— Risk of stranding "Train Risk of stranding "Train 

Wreck" retrofitsWreck" retrofits
O t tO t t

stack limitsstack limits
—— Risk of stranding "Train Risk of stranding "Train 

Wreck" retrofitsWreck" retrofits
O t tO t t

2.0

4.0

 Our strategyOur strategy
—— Seek credit for state Seek credit for state 

clean energy initiatives clean energy initiatives 

 Our strategyOur strategy
—— Seek credit for state Seek credit for state 

clean energy initiatives clean energy initiatives 

-
Hypothetical Coal

Plant CAA
State Clean

Energy Programs

 Lower cost, greater Lower cost, greater 
benefitbenefit

 Lower cost, greater Lower cost, greater 
benefitbenefit

Source-Limit 



Looking ForwardLooking Forward
 Continue to pursue balanced, diverse energy Continue to pursue balanced, diverse energy 

portfolioportfolio
—— Likely slowed due to recessionLikely slowed due to recession

 Address coal infrastructureAddress coal infrastructure
LL t Sh lt Sh l—— LongLong--term Sherco planterm Sherco plan

 Explore and implement costExplore and implement cost--effectiveeffective
new technologiesnew technologiesnew technologiesnew technologies

 Advocate for flexible, lowAdvocate for flexible, low--cost energycost energy
and environmental policiesand environmental policies



TransmissionTransmission
Active Project HighlightsActive Project HighlightsActive Project HighlightsActive Project Highlights

North DakotaNorth Dakota Michigan

South Dakota Minnesota Wisconsin



Transmission ProjectsTransmission Projects

FargoFargo--Monticello 345 kVMonticello 345 kV
240 miles, $570M240 miles, $570M

Under ConstructionUnder Construction
Est. InEst. In--Service:  2015Service:  2015

HiawathaHiawatha--Midtown 115 kVMidtown 115 kV
1 5 il $35M1 5 il $35M

CouderayCouderay--Osprey 161 kVOsprey 161 kV
40 miles, $45M40 miles, $45M

Brookings Co.Brookings Co.--Hampton 345 kVHampton 345 kV
240 miles, $725M240 miles, $725M

Permitting S bstantiallPermitting S bstantiall

1.5 miles, $35M1.5 miles, $35M
PermittingPermitting

Est. InEst. In--Service:   2013Service:   2013

PrePre--PermittingPermitting
Est. InEst. In--Service:  2013Service:  2013

Permitting Substantially Permitting Substantially 
CompleteComplete

Est. InEst. In--Service:  2015Service:  2015
HamptonHampton--La Crosse 345 kVLa Crosse 345 kV

150 miles $445M150 miles $445M150 miles, $445M150 miles, $445M
PermittingPermitting

Est. InEst. In--Service:  2015Service:  2015



Transmission Development ProcessTransmission Development Process

Regulatory Need Regulatory Need 
ApprovalApproval

Regional StakeholderRegional Stakeholder
InvolvementInvolvement

Environmental Environmental 
Analysis & SitingAnalysis & Siting

Route Permitting Critical PathCritical Path
Land Rights Land Rights 
Acquisition Acquisition 
Engineering & Engineering & 
ProcurementProcurement

Public Outreach / InvolvementPublic Outreach / Involvement

ConstructionConstruction

2+ Years2+ Years <<<<<<<<<<<<<<  4<<<<<<<<<<<<<<  4--8 Years  >>>>>>>>>>>>>8 Years  >>>>>>>>>>>>>



Cost Allocation Working GroupCost Allocation Working Group



FERC Order 1000FERC Order 1000
Federal ROFR ProvisionsFederal ROFR Provisions
 Removes Federal ROFR for projects selectedRemoves Federal ROFR for projects selected

in a regional transmission plan for purposesin a regional transmission plan for purposesin a regional transmission plan for purposesin a regional transmission plan for purposes
of cost allocationof cost allocation

 LimitationsLimitations
—— Does not apply to a facility not selected in a regional plan Does not apply to a facility not selected in a regional plan 
—— Does not apply to upgrades to transmission facilitiesDoes not apply to upgrades to transmission facilities
—— Allows, but does not require, use of competitive biddingAllows, but does not require, use of competitive biddingq p gq p g
—— Does not preempt state or local laws or regulationsDoes not preempt state or local laws or regulations



FERC Order 1000 TimelineFERC Order 1000 Timeline
Required Compliance Q2/Q3 2013Required Compliance Q2/Q3 2013q pq p

October 2011October 2011
60 Days After the Final Rule is 60 Days After the Final Rule is 

April 2013April 2013
Compliance Filing Interregional Compliance Filing Interregional 
Transmission Coordination & Transmission Coordination & 

Published in the Federal RegisterPublished in the Federal Register Interregional Cost AllocationInterregional Cost Allocation

Oct 1,Oct 1,
20112011

Jan 1,Jan 1,
20122012

Apr 1,Apr 1,
20122012

Jul 1,Jul 1,
20122012

Jan 1,Jan 1,
20132013

Apr 1,Apr 1,
20132013

Jul 21,Jul 21,
20112011

Jun 10,Jun 10,
20132013

October 2012October 2012

Oct 1,Oct 1,
20122012

October 2012October 2012
Compliance Filing Local & Regional Compliance Filing Local & Regional 
Transmission Planning ProcessesTransmission Planning Processes

& Regional Cost Allocation& Regional Cost Allocation
FERC Order No. 1000FERC Order No. 1000 FERC Order No. 1000FERC Order No. 1000
“Final Rule on Transmission Planning 
& Cost Allocation by Transmission 
Owning and Operating Public Utilities”

Compliance



The Challenge AheadThe Challenge Ahead
NSP Planned Infrastructure InvestmentsNSP Planned Infrastructure Investments

~ $7.2 Billion Between 2010 and 2015~ $7.2 Billion Between 2010 and 2015

Potential ratePotential ratePotential rate Potential rate 
impact may impact may 
average average 
about 3 8%about 3 8%NuclearNuclear

TransmissionTransmission

about 3.8% about 3.8% 
per yearper year

Multiple rate Multiple rate 

DistributionDistribution

Coal/Nat GasCoal/Nat Gas pp
cases, cases, 
multiple rate multiple rate 
ridersriders00 500500 1,5001,500 2,0002,000 2,5002,500

WindWind

1,0001,000
Dollars in thousandsDollars in thousands



Stakeholder AlignmentStakeholder Alignment

PolicymakersPolicymakers Building longBuilding long--term goalsterm goals

CustomersCustomers
Having access to sound environmental Having access to sound environmental 
programs and optionsprograms and options
Keeping rates reasonableKeeping rates reasonableKeeping rates reasonableKeeping rates reasonable

RegulatorsRegulators
Implementing an efficient and effective Implementing an efficient and effective 
framework for oversight and cost framework for oversight and cost 
recoveryrecoveryrecoveryrecovery

CommunityCommunity Creating jobs and energy sustainabilityCreating jobs and energy sustainability

ShareholdersShareholders Reducing risk and providing growthReducing risk and providing growth



Value PropositionValue Proposition
StakeholdersStakeholders

 Continued advancementContinued advancement
CompanyCompany

 Improves opportunity Improves opportunity 
of policy objectivesof policy objectives

 Addresses rates more Addresses rates more 
comprehensively andcomprehensively and

to earn sustainable to earn sustainable 
ROEsROEs

 Facilitates requiredFacilitates requiredcomprehensively and comprehensively and 
predictablypredictably

 Regulatory efficiencyRegulatory efficiency

 Facilitates required Facilitates required 
investments with investments with 
fewer ridersfewer riders

 Regulatory efficiencyRegulatory efficiency
 Improved line of sight to Improved line of sight to 

businessbusiness
 PrePre--determined determined 

increases will improve increases will improve 
budget decisionsbudget decisionsbudget decisionsbudget decisions



The Path ForwardThe Path Forward

EfficientEfficientPolicy MakersPolicy Makers
andand InvestmentInvestmentandand

StakeholdersStakeholders

BusinessBusiness
InnovationInnovation

AdvancedAdvanced
TechnologiesTechnologiesCustomersCustomers Energy

Provider



Built to LastBuilt to Last
 Solid strategy to meet customer needs and grow Solid strategy to meet customer needs and grow 

our business, adding longour business, adding long--term valueterm value

 Proactive initiatives have been achieved at Proactive initiatives have been achieved at 
minimal cost, balancing price and environmental minimal cost, balancing price and environmental 
riskriskriskrisk

 Positioned to meet new requirements that may Positioned to meet new requirements that may 
come in the near future come in the near future 

 Committed to continued work with stakeholders Committed to continued work with stakeholders 
to ensure reliability, safety, and value over the to ensure reliability, safety, and value over the 
long termlong term




