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COMPETITIVE RESOURCE ACQUISITION PROPOSAL AND CERTIFICATE OF
NEED
DockET NO. E002/CN-12-1240

Dear Dr. Haar:

Northern States Power Company, doing business as Xcel Energy, submits to the
Minnesota Public Utilities Commission this Supplement to its proposal to
construct three 215 MW combustion turbine generators with in-service dates
between 2017 — 2019. The Supplement consists of the following:

e TFully-public substitute pages 5-10, 5-11, 5-12, and 6-1 to replace pages 5-10
and 6-1 in our proposal. These substitute pages include new discussions of
the no-build alternative to our proposed CT units, and the impact of the
units on inducing future development.

e Public version of substitute pages C-6, C-6a, C-6b, and C-7 to replace pages
C-6 and C-7 of the public version of Appendix C to our proposal. The
nonpublic version of these substitute pages includes trade secret data on the
estimated costs associated with constructing our proposed Red River Valley
CT units together in 2018, or together in 2019. The non-public version of
these substitute pages is being filed under separate cover.

The substitute pages are marked in accordance with Minn. R. 7849.0200, subp. 3,
governing changes to a Certificate of Need Application.



We have electronically filed this Supplement with the Commission, and copies are
being served on all parties on the service list for this proceeding, as well as all other
persons who were served a copy of the Company’s original proposal.

Please contact me at james.t.alders@zxcelenergy.com or (612) 330-6742 if you have
any questions regarding this filing.

Sincerely,

/s/

JAMES R. ALDERS

STRATEGY CONSULTANT

RATES AND REGULATORY AFFAIRS

Enclosures

c: Service List



levels. Thermal distributed generation such as micro turbines and reciprocating
engines is also cost prohibitive. The U.S. Energy Information Administration
estimated the cost of DG resources to be two to two-and-a-half times more
expensive to construct than conventional peaking resources such as those

proposed by the Company.

Minnesota Statutes Section 216B.1694 requires consideration of an innovative
energy alternative as a supply option. At this time, the Company is not aware
of an innovative energy project available to meet the need.

Building no facility is also not a viable alternative. The Commission found in
its March 5 Order that there is a need for approximately 150 MW of additional
generation on our system by 2017 which may grow to up to up to 500 MW by
2019. While there is some uncertainty surrounding our resource need as
described in Chapter 3 of our proposal, the no build alternative would increase
risks affecting our ability to reliably serve customers, and increase the risk of
higher cost electricity.

Without additional generation on our system, the Company would have to rely
on MISO’s wholesale market for the capacity credits necessary to meet our
resource adequacy obligations. MISO has indicated there are several large
power plants that may be retired in the 2015/2016 timeframe. Depending on
how quickly retired generation is replaced, the supply of capacity credits could
be substantially decreased and, in the extreme, inadequate. Inadequate capacity
credits means the region could not meet the reserve margins necessary to meet
electrical reliability standards, increasing the risk of power interruptions to
customers. If the market for capacity credits is adequate but supply is low, our
customers are exposed to higher cost.

Without new generation the Company would also have to rely on the MISO
market for the energy needed to meet demand greater than we can meet with
existing generation. During peak demand periods the cost of energy can be
very high, especially if supply declines due to retirements. In recent years the
Company has been able to sell excess electricity in the MISO market during
peak demand periods and, in doing so, reduce our customers’ bills.

In reality the no build alternative (a decision by the Commission not to
authorize new generation) does not avoid the construction of new generation.
It only delays its installation or moves the addition to another utility’s system,
with the risk of increased reliance on the MISO market to meet our customers’
energy requirements.
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In closing the Company notes that, historically, we have maintained low electric
rates relative to utilities in other regions of the United States. As a result,
Minnesota and the region have been able to attract industrial concerns and
maintain steady economic growth. Our proposed CT units, by themselves, do
not induce future development. But the addition of our proposed peaking
units to our portfolio of generation helps keep our electric rates low and our
system reliable, which is an important and positive consideration when
development decisions are made in our region.

5.7 Conclusion

The Proposal represents the best alternative available to our customers by
adding low capital cost generation to the system, which fits well with the
existing Xcel Energy generation fleet and can be added incrementally as needed
within relatively short time frames. The Company looks forward to working
with the Department and other stakeholders to assist the Commission in
determining the best generation option to meet our customers’ needs.
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6  Environmental Information
This section discusses the environmental impacts of our Proposal.
6.1  Air Impacts

6.1.1 Air Emissions

Natural gas-fired combustion turbine technology is among the cleanest means
of generating utility-scale electricity. Natural gas combustion generates
significantly less carbon dioxide, particulate matter, sulfur dioxide, and
hazardous air pollutant emissions (including mercury) than oil or coal.

The primary constituents of concern resulting from combustion of natural gas
are oxides of nitrogen (NO,), carbon monoxide (CO), and volatile organic
compounds (VOCs). Our Proposal will control NO, emissions through use of
dry low-NO, burners. Good combustion practices will be used to control
emissions of fine particulates, CO, and VOC:s.

Black Dog Site

There will be a single combustion turbine at the Black Dog site. An air
emissions permit application will be submitted in mid-2014. Because our
Proposal will serve peaking duty in Xcel Energy’s system, and thus operate a
limited number of hours per year, we have elected to pursue an air quality
permit that will limit, or cap, the total number of hours the CT will be allowed
to operate. Emissions categories regulated by the federal Prevention of
Significant Deterioration (“PSD”) program will be netted against the current
emissions from the coal-fired units so that the project will not be subject to
PSD for any emissions, with the possible exception of CO. Taking this
approach streamlines the air permitting process.

Table 6-1 presents the estimated air emissions from Black Dog Unit 6.
Estimated impacts to ambient air quality summarized in Table 6-2 are based on

preliminary modeling using an EPA approved dispersion model (AERMOD).

i 6-1 Proposal and Certificate of Need Application
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Table C3b
Project Cost Summary — North Dakota
Item North Dakota Units 1 and 2
Unit 1 2
In-Service Date March 2018 February 2019

[TRADE SECRET DATA BEGINS...

Project Base Capacity
Cost

Base Summer Capacity
Costs in $/kW

Transmission Cost

Gas Cost

Base Total Cost in $/kWh

Annual Revenue
Requirement in $/kWh
(In-Service Year)

Fuel Costs in $/kWh (In-
Service Year)

Variable O&M Costs in
$/kWh ((In-Service Year)

Estimated Effect on Rates
$/kWh (MN & Total
System)

Sunk Costs if Canceled

Estimated number of
construction jobs

Estimated amount of
construction payroll to
economy

Estimated number of
operations jobs

...TRADE SECRET DATA ENDS]
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Table C3b- Continued
Project Cost Summary — North Dakota

Red River Valley Units
Unit(s) 1 and 2 1 and 2
g::mce 2018 2019
[TRADE SECRET DATA BEGINS . ..
Generator
Transmission
Gas
Total
... TRADE SECRET DATA ENDS]J
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Table C4a
Black Dog Unit 6
Rule Reference Description Project Data
7849.0250, A(1) | Nominal Generating Capability of about 214 MW
each Unit
7849.0250, A(2) | Operating Cycle Simple Cycle
7849.0250, A(2) | Expected Average Annual Capacity 4 to 10 percent

Factor

7849.0250, C(2)

Service Life

35 Yeats

7849.0250, C(3)

Estimated Average Annual Availability

> 95 percent

7849.0320, A

Estimated Land Requirements

0 acres (inside existing structure)

7849.0320, E (1)

Estimated Maximum Groundwater
Pumping Rate for each Unit

Surface Water Appropriation

50 GPM peak, 34 GPM daily
average during Summer operation
for evaporative cooling

0 cfs for Project, 633 cfs for Site

7849.0320, E (2)

Estimated Annual Project
Groundwater Appropriation (assuming
RO purification process) for existing
Units 2 and 5

1.2 million gallons/year or 3.7
acre-feet/year

(X% of site appropriation)

7849.0320, E (3)

Annual Project
Surface Water Consumption

Unit 6

215,100 acre-feet

(50% of site appropriation) for
existing Units 2 and 5

0
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CERTIFICATE OF SERVICE

I, SaGonna Thompson, hereby certify that I have this day served copies of the
foregoing document or a summary thereof on the attached list of persons.

xx by depositing a true and correct copy or summary thereof,
propetly enveloped with postage paid in the United States
mail at Minneapolis, Minnesota; or

xx via electronic filing

Docket No. E002/CN-12-1240

Dated this 15 day of May 2013

/s/

SaGonna Thompson
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