Cliffside Steam Station Modernization

Duke
@ Energy.

On March 13, 2009, Duke Energy receivad a final
savised air parmit for the new, state-of-the-art
Cliffside Unit 6 from the North Carolina Department
of Environment and Natural Resources, Division of
Air Quality. The permit designates that the unit is a
minor source of hazardous air pollutants.

This designation confirms Cliffside Unit 6 will have
among the strictest, most sffective air emission
controls available to protect public heaith and the environment. The Cliffside Steam Station is located on the
Ruthsrford/Cleveland County ling in North Carolina.

Construction began on January 30, 2008, and is on schedule for completion in 2012,

Once Cliffside Unit 6 comes on line in 2012, and units 1-4 are retired, the facility will generate more than
double the slectricity available for customers than the current units, with significantly lower emissions.
Duke has committed 1o retiring 800 additional megawatts of older coal-fired generation, making Unit 6
carbon neutral by 2018.

The project ensures Duke Energy will continue to meet our customers’ need for clean, affordable and reliable
electricity in the future.

Cliffside Unit 6

o 825-megawatt advanced clean-coal unit

= 4-ysar construction period

« $1.8 billion estimated cost for construction

¢ 2,200 new construction jobs

s $100 million annual construction payrol)

o 20-30 permanent jobs

= $125 million in fedsral clean-coal tax credits to benefit customers

Cleaner Air

= An innovative arrangement of proven air emission control systems will remove 99 percent of sulfur
dioxide emissions, 90 percent of nitrogen oxide emissions and 90 percent of mercury.

» Total plant mercury emissions will be cut by 50 parcent.

= Duke Energy will retire Cliffside units 1-4 (200 megawatts) before the new unit comes on line.

« Retirement of an additional 800 megawatts of oldar, less efficient coal-fired generation will make
Cliffside Unit 6 carbon neutral by 2018.

Environmental Benefits

= Cooling towers on Cliffside Unit & will require less withdrawal from the Broad River and wilt significantly

minimize thermal impacts to the river.
= To the extent possible, the new unit is baing built to accommodate the installation and operation of

futurs carbon control technologies.
» The wet scrubber will generats, as a by-product, wailboard quality gypsum for the building industry.

Cliffside Modernization is good for North Caroiina and the environment.

Duke Enargy

Corporate Hegdguarters
526 South Church Street
Charlotte, NC 28202-1802

www. duke-energy.com
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Duke Energy says financing costs for Cliffside may drop slightly - Charlotte Business Journal Page 1 of

Charlotte Business Journal - March 10, 2008
Iecharlotte/stories/2008/03/10/ 10.h

BUSINESSJOURNAL

Friday. March 7, 2008

Duke Energy says financing costs for Cliffside may
drop slightly

Revised estimates keep construction expense far new coal unit at $1.88

Charlotte Business Journal - by John Downey Senior staff writer

Duke Energy Corp. says the overall cost of its Cliffside coal unit may turn out slightly lower than the
company had predicted.

In a recent filing with N.C. regulators, Duke also says it expects the plant to be operating by summer 2012, a
few months earlier than Duke forecast recently.

The project's total cost is pegged at $2.35 billion to $2.4 billion. The previous estimate for construction costs
plus financing totaled $2.4 billion.

The savings would come in financing. Duke now projects financing costs of $550 million to $600 million. It
previously estimated a flat $600 million. The company's estimated construction costs remain at $1.8 billion.

Duke has already sold securities that will finance part of the construction at Cliffside, a power-generation
complex on the Cleveland-Rutherford county border. Those securities sold at an attractive price, Duke says.
With securities pricing well and the project’s completion date clearer, Duke believes those financing costs could
be on the low end of the new estimate.

In 2005, Duke proposed building two 800-megawatt units, predicting construction costs of around $2 billion.
In late 2006, the company revised that to $3 billion, plus interest costs that would have brought the total to
nearly $4 billion.

cost at $2 4 bllhon —- $1.8 billion for construction and $600 million in ﬁnancmg

Such figures -- as well as the updated projections -- are rough estimates. The precise costs of the project are
private under a state law that protects utilities' proprietary information.

Duke also expects to get $62.5 million in federal tax credits for the Cliffside project. The credits are available
>ecause the company will use advanced coal-burning technology the U.S. government considers cleaner and
ess harmful to the environment than the previous generation of coal plants.

invironmental groups have challenged the state's air-quality permit for the plant. That appeal could slow
sonstruction. Jim Warren, executive director of the N.C. Waste Awareness and Reduction Network,
vhich is involved in the challenge, says the groups still hope to block the project. He notes Duke originally
rojected building the first Cliffside unit by 2011. So he says the new date remains months behind the original
stimate.

Schedule KMR2010-, 18
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Duke Ene;éy says financing costs for Cliffside may drop slightly - Charlotte Business Journal Page 2 of
Duke started work at the site Jan. 30, the day after the state issued the air-quality permit.

All contents of this site © American City Business Journals inc. All rights reserved.

Schedule KMR201 -18
'tp://charlotte.bizjournals.com/charlotte/stories/2008/03/10/story 1 0.html?t=printable 005



)

PUC weighs rate-increase refunds in light of Comanche 3 power plant delay « Colorado 1... Page 1 of 6

Invest in a $300 BILLION Annual Industry!

01.Gas/| !DIVIDEND‘.-.-. $ Click Herelto Learn Morell

(iGasMividand namiRakken Ads by Gonnle

Sign up for our email newsletter

Follow us on Twitter

s Home

¢ Economy

* Energy

» Environment
» Transparency
= Politics

¢ Media Watch
* Religion

* Blog
* DonateSend a News Tip

Advertisement

Petions by Change org | Gel Wigget | Stad a Pelition »

Schedule KMR2010-19

http://coloradoindependent.com/44228/puc-weighs-rate-increase-refunds-in-light-af-r 0006



PUC weighs rate-increase refunds in light of Comanche 3 power plant delay « Colorado I... Page 2 of 6
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PUC weighs rate-increase refunds in light of Comanche 3 power plant delay « Colorado I... Page 3 of 6
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King blasts Gardner: ‘He caved’

With foreign policy statement, Norton stakes out position on far right

3 Environmental groups petition EPA to set air-pollution limits on coals

Prop 8 anti-gay marriage attorney: ‘You don’t have to have evidence’

PUC weighs rate-increase refunds in light of
Comanche 3 power plant delay

By David O. Williams 12/15/09 10:35 AM O

Tests over the weekend on Xcel Energy’s new Comanche 3 coal-fired power plant revealed cracks in boiler
tubing that will push the facility’s opening beyond Jan. 15 of 2010, according to filings with the Colorado Public
Utilities Commission.

The PUC is holding a hearing at 11 a.m. in Denver today to determine if the delays will necessitate a refund to
ratepayers for rate increases to recoup some of the costs of building the new $1.7 billion plant near Pueblo.
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PUC weighs rate-increase refunds in light of Comanche 3 power plant delay « Colorado I... Page4 of 6

Comanche 3 (Xcel)

Environmental groups have blasted the investment in coal, which they say will be hit hard by climate change
legislation. Critics estimate Xcel has gammered $240 million to pay for Comanche 3 in three rate increase cases in

the last four years.

The power plant was originally supposed to be online in November.

Editor's note: The PUC Tuesday set another meeting on the topic for 10 a.m. Wednesday to hear testimony from
Xcel on the advantages and disadvantages of either allowing the most recent $128 million rate increase to go
into effect and refunding ratepayers when Comanche 3 goes online, or adjusting the rate increase as of Jan. 1.
Listen to Tuesday's meeting live via webcast.

Got 4 tip? Freetance story pitch? Send us an e-mail. Follow The Colorado Independent on Twitter.
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Form 10-K for XCEL ENERGY INC

26-Feb-2010

Annual Report

Item 7 - Management's Discussion and Analysis of Financial Condition and Results of Operations
Business Segments and Organizational Overview

Continuing Operations

Xcel Energy is a public utiiity holding company. In 2009, Xcel Energy’s continuing operations included the activity of four utility subsidiaries
that serve electric and natural gas customers in gight states. These utlity subsidiaries are NSP-Minnesota, NSP-Wisconsin, PSCo and
SPS. These utilities serve customers in portions of Colorado, Michigan, Minnesota, New Mexico, North Dakota, South Dakota, Texas and
Wisconsin. Along with WYCO, a joint venture formed with CIG to develop and lease natural gas pipeline, storage, and compression
facilities, and WG|, an interstate natural gas pipeline company, these companies comprise the continuing regulated utility operations.

Xcel Energy's nonregulated subsidiary reported in continuing operations is Eloigne, which invests in rental housing projects that qualify for
low-income housing tax credits.

Discontinued Operations

See Note 4 to the consolidated financial statements for discussion of discontinued operations.

Forward-Looking Statements

Except for the historical statements contained in this repont, the matters discussed in the following discussion and analysis are forward-
looking statements that are subject to certain risks, uncertainties and assumptions. Such forward-looking statements are intended to be
identified in this document by the words "anticipate,” "believe," “estimate,” "expect,” "intend," “may," "obfective,” "outlook,” "plan,” "project,”
"possible," “potential,” "should” and simitar expressions. Actual results may vary materially.

Forward-looking statements speak only as of the date they are made, and we do not undertake any obligation to update them to reflect
changes that occur after that date. Factors that could cause actual results to differ materially include, but are not fimited to: general
economic conditions, including the avaitability of credit and its impact on capital expenditures and the ability of Xcel Energy and its
subsidiaries to obtain financing on favorable terms; business conditions in the energy industry, actions of credit rating agencies;
competitive factors, inciuding the extent and timing of the entry of additional competition in the markets served by Xcel Energy and its

subsidiaries; unusual weather; effects of geopolitical events, including war and acts of terrorism;_state, federal and foreign |egislative and
Seheduie RNRS0T 814
0012
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Summary of XCEL ENERGY INC - Yahoo! Finance Page 2 o

regulatory initiatives that affect cost and investment recovery, have an impact on rates or have an impact on asset operation or ownershig
or impose environmental compliance conditions; structures that affect the speed and degree to which competition enters the electric and
natural gas markets; costs and other effects of legal and administrative proceedings, settlements, investigations and claims; environment
laws and regulations, actions of accounting reguiatory bodies; the items described under Factors Affecting Results of Continuing
Operations; and the other risk factors listed from time to time by Xcel Energy in reports filed with the SEC, including "Risk Factors"” in Item
1A of Xcel Energy’s Form 10-K for the year ended Dec. 31, 2009 and Exhibit 99.01 to Xcel Energy's Form 10-K for the year ended Dec.
31, 2009.

Management's Strategic Plans

Xcel Energy's strategy, called Building the Core, has three primary focuses:

environmental leadership, achieving financial objectives and optimizing the management of a portfolio of our operating utilities. in
summary, our objective is to provide value to our customers and execute environmental initiatives by investing in our core utility
businesses and earning a reasonable return on our invested capital. Below is a detailed discussion of our three primary focuses and how
they support our overall Building the Core strategy.

Xcel Energy's Environmental Leadership
Overview

Xcel Energy has adopted environmental leadership as a primary focus, forming the comerstone of our strategic initiatives. Xcel Energy
believes that our environmental leadership meets customer and policy maker expectations, while appropriately managing long-term
customer costs, and, in turn, creating shareholder value.

—— - e —— e e ———

Table of Contents

As a portfolio of regulated utilities, Xcel Energy has an obligation to serve its customers by providing them with reasonably priced, reliable
electric and gas services. However, Xcel Energy's strategy goes beyond this traditional mission. Under the environmental leadership
strategy, Xcel Energy takes prudent, balanced steps to reduce the impact of our operations on the environment while promoting
technological and public policy advancements that will encourage a cleaner slectric system. in light of the capital-intensive nature of our
business, including the long life of Xcel Energy's capital investments, Xcel Energy takes prudent steps to reduce the overall rigk associated
with potential new environmental mandates. Finally, Xcel Energy seeks to reduce regulatory uncertainty through favorable cost-recovery
for environmental initiatives provided by public policy makers, including Jegislatures and public utilities commissions.

The foundation for Xcel Energy’s environmental leadership strategy resides with its environmental policy. Under this policy, the Xcel
Energy Board of Directors, acting through the Nuclear, Environmental and Safety Committes, establishes environmental performance
goals and oversess Xcel Energy’s environmental compliance program and policy initiatives. The policy is available on our website at
www.xcelenergy.com. Xcel Energy has created an environmental management system that provides employees with training and
documentation of Xcel Energy's compliance responsibilities, creates processes designed to minimize the risk of noncompliance and audits
Xcel Energy's environmental performance. Environmental performance goals, which include the goal of carbon reduction, are incorporated
into officer and employee job responsibilities and compensation.

Current Initiatives

Xcel Energy pursues environmental leadership through management of environmental policy initiatives. Xce! Energy actively evaluates
public policy proposals and promotes environmental initiatives that are designed to assure compliance with state initiatives, appropriately
manage long-term customer costs and, where appropriate, provide growth opportunities. These initiatives include the following:

I 0

[1 Xcel Energy is the nation's largest utility wind energy provider and the nation's fifth largest solar energy provider. Xcel Energy is
pursuing new wind, solar and other renewable energy acquisitions and investments to meet some of the nation's most aggressive RESs in
the states in which Xcel Energy operates. These standards provide for favorable cost-recovery mechanisms and investment opportunities
in order to allow Xcel Energy to meet the requirements.

oo
[1 Xcel Energy has implemented voluntary emission reduction programs in Minnesota and Colorado. These programs have resutted or will
result in substantial emission reductions from existing facilities. They also incorporate enhanced cost-recovery mechanisms that allow for a
construction work in process retumn and an incentive based ROE mechanism.

gr

(1 Xcel Energy plans to construct one of the largest blomass generating plants in the Midwest. Xcel Energy has proposed installing
technology at the Bay Front Generating Station in Ashland, Wis. to allow it to generate electricity irom biomass in all three operating units.
Xcel Energy currently has 67 MW of biomass generating capacity in Minnesota and Wisconsin. Schedule KMR2010-19
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O Xcel Energy has a number of environmental initiatives focused on our customers. Xcel Energy has the largest customer-driven wind
program in the nation cafled WindSource. In Colorado, Minnesota and New Mexico, Xcel Energy manages a growing customer-sited
solar program, known as Solar*Rewards. Xcel Energy also has an increasing portfolio of customer energy efficiency and conservation
programs. Xcel Energy is allowed financial performance incentives associated with our programs in Minnesota and Colorado.

IBRR
_I Xcel Energy is also working to apply intelligence to its electric grid, creating a smart grid, to provide customers with more choice,
reliability and control over their energy use. Xcel Energy has completed the nation's first fully integrated SmartGridCity!] in Boulder, Colo.

I

I Xcel Energy is a leader in promoting new clean energy technologies for the future. Pursuant to state statute, NSP-Minnesota manages
renewable development fund derived from customer renewable energy charges in Minnesota that allows it to promote renewable
technology advancement. Xcel Energy has also initiated a study to improve wind forecasting for the industry, allowing for better integratior
ot wind energy, and has undertaken small-scale projects to study the technical and economic aspects of energy storage and the use of
hydrogen.

0o
() Xcel Energy is a leader in supporting the advancement of solar energy technology, and has announced plans to acguire significant sola
resources in Colorado, including advanced solar technology with thermal storage. Xcel Energy was a founding member of the Solar
Technology Acceleration Center in Colorado, which is focused on advancing solar technology in its final stages of devetopment.

r— e e = = s e i
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GHG Emissions

As one of the nation’s Jargest electric generating companigs, Xcel Energy is committed to addressing climate change through efforts to
reduce its GHG emissions. Xcel Energy has adopted a methodology for calculating CO2 emissions based on the recently issued reporting
protocols of The Climate Registry. Xcel Energy is a *founding reporter” under The Climate Registry. As third-party CO2 reporting protocols
continue to evolve, Xcel Energy expects additional changes in reporting methodology and reported CO2 emissions. Starting in 2011, Xcel
Energy will also report GHG emissions to the EPA under the agency's newly adopted GHG reporting rule.

Based on The Climate Registry's current reporting protocol, Xcel Energy has estimated that its current electric generating portfolio, which
includes coal- and gas-fired plants, emitted approximately 60.1 million tons of CO2 in 2009. Xcel Enargy has also estimated smissions
associated with electricity purchased for resale to Xcel Energy customers from generation facilities owned by third parties. Xcel Energy
astimates that these third-party facilities smitted approximately 20.7 million tons of COZ2 in 2009. Estimated total CO2 emissions,
associated with service to Xcel Energy slectricity customers, declined by 5.9 million tons in 2009 compared to 2008, with a combined
cumulative reduction of over 39.0 million tons of CO2 since 2003. Xcel Energy anticipates that its ownership share of Comanche Unit 3, a
new coal-fired generation project scheduled for completion in early 2010, will result in CO2 emissions of approximately 3.4 miflion tons of
CO2 per year. Comanche Unit 3, an efficient supercritical pulverized coal unit, will provide low-cost, base load power and help maintain a
reliable, reasonably priced and environmentally sound electricity supply in Colorado. Operation of Comanche Unit 3 will help support Xcel
Energy’s efforts to develop renewable energy, retire older, less-efficient resources and take other steps to reduce emissions across its
system consistent with state regulatory processes. Xcel Energy plans to implement clean resource development and conservation plans
that will result in overall reductions in Xcel Energy’s CO2 emissions, both in absolute terms and per Kwh of electricity produced.

State Resource Plans

During 2009, the acquisition component of the overall Colorado resource plan and the Minnesota resource plan were approved
substantially as proposed. Both plans, proposed significant new clean energy resources. Under these plans, Xcel Energy would:

! Increase overall system wind capacity from approximatefy 3,000 MW at the end of 2009 to approximately 4,500 to 5,000 MW by 2015;

0o
1 Add up to 2560 MW of concentrating solar thermal technology with storage;

i

0 Increase the size of our customer energy efficiency and conservation programs, resufting in a reduction of retail demand;

[ Retire and replace several existing coal-fired electric generation facilities;

o0 Sched%lfMRZM 0-19
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L1 Improve the efficiency and reduction of CO2, mercury, SO2 and NOx emissions at several existing fossil plants; and

:?J j
1 Upgrade the capacity of existing nuclear facilities.

Xcel Energy has designed these plans so that, depending on fuel, commodity and ather assumptions, Xcel Energy would maintain a
reasonably priced product and continue to provide reliable power to our customers. At the same time, the plans would resutt in a significai
reduction in GHG emissions. The most recently approved Minnesota plan is expected to reduce NSP-Minnesota's CO2 emissions by 22
percent below 2005 levels by 2020, The approved Colorado plan is expected to reduce PSCo's CO2 emissions by 10 percent to 15
percent below 2005 levels by 2015 and enables PSCo to propose additional reductions to achieve the 20 percent reduction goal by 2020,
currently established by Executive Order.

Our environmental leadership strategy has resulted in numerous environmental awards and recognition. For example, Xcel Energy was
named Utility of the Year by the American Wind Energy Association and also received a 2009 Energy Starl_ partner of the ysar award fror
the EPA. Xcel Energy strives to provide the public with detailed information regarding environmental performance and risk, and was
recognized on The Carbon Disclosure Project Leadership Index for its high-quality disclosure of climate change risks. Among other things,
our utility companies operating in Minnesota, Colorado, and New Mexico use a carbon proxy cost mandated by the state commissions to
evaluate the impact of potential future GHG regulation on its future resource acquisition plans. Xcel Energy publishes a Corporate
Responsibility Report annually, which is available on our website, www.xcelenergy.com. The Corporate Responsibility Report discloses
Xcel Energy's environmental, economic and social performance. Xcel Energy also provides detailed information to environmental research
and disclosure organizations, such as Trucost, the Carbon Disclosure Project and The Climate Registry.

— e e S e T ———— e — == = — = 2
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Achieving Financial Objectives

Xcel Energy’s financial objectives of Building the Core also have three phases:
obtaining legislative and regulatory support for large investment initiatives, investing in the utility business and earning a fair return on utility

system investments.

The first phase, as noted above, is oblaining legislative and regulatory support for large investment initiatives, prior to making the
investment. To avoid excessive risk, it is critical that Xcel Energy reduce regulatory uncertainty before making large capital investments.,
Xcel Energy has accomplished this for both the MERP in Minnesota and Comanche Unit 3 in Colorado. Transmission legislation has been
passed in Minnesota, Colorado, Texas and several other jurisdictions where Xcel Energy operates. in addition, various jurisdictions have
adopted legislation allowing for rider recovery of investments in renewable energy.

The second phase is investing in the utility business. In addition to Xcel Energy's normal level of capital investment, Xcel Energy expects
to have significant investment opportunity, in part attributable to the environmental strategy describead above. Those opportunities include
the following:

L NSP-Minnesota has made, as part of our MERP program, nearly $1 biliion of improvements at three Twin Cities coal-fired generating
plants, A. S. King, High Bridge and Riverside, to significantly reduce air emissions from those facilities while increasing the amount of
electricity they can produce by approximately 300 MW. New state-of-the-art emission control eguipment was placed in service for the A. S.
King plant in 2007 and the existing High Bridge facility was replaced with a 575 MW natural gas combined-cycle unit that went into service
in May 2008. The final phase of the MERP, the new Riverside combined-cycle plant, was placed in service in May 2009,

; Invest approximatety $1.4 billion for Comanche Unit 3, a project to build a new 750 MW supercritical coal unit in Colorado. The CPUC
has approved PSCo sharing one-thirgd ownership of this plant with other parties. Consequently, PSCo's investment in Comanche Unit 3 will
be approximately $1 billion. Comanche Unit 3 is expected to achieve commercial operations by the enad of the first quarter of 2010.

0
0 Invest $156 million for the addition of two gas fired units totaling 300 MW at the PSCo Fort St Vrain generating facility, located in
Colorado. These units went into service in April 2009.

[
O Invest over a $1 billion through 2015 to extend the lives and increase the output of NSP-Minnesota’s two nuclear facilities, Monticello
and Prairie Island.

a0
J invest approximately $900 million over three years for the 201 MW Nobles Wind project located in southwestern Minnesota Project, and
the 150 MW Merricourt Wind project located in southeastern North Dakota, expected to be opergiman kMR 62 rod 2011,

http://biz.yahoo.com/e/100226/xel10-k html 0015 AHAMAIA
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qespectively,

030

0 Investment by the CapX 2020 coalition of utilities of approximatety $1.7 billion to expand the transmission system in the upper Midwest
with major construction targeted to begin in 2010 and ending three to five years later, of which Xcel Energy’s share of the investment is
expected to be approximately $900 million, depending on the route and configuration approved by the MPUC.

As a resutt of these investments, as well as continued investments In the transmission and distribution system, Xcel Energy expects that
the rate base, or the amount on which Xcel Energy earns a return, will grow annually, on average, approximately 7 percent from 2009
through 2013.

The third phase is earning a fair return on ulility system investments. To this end, the regulatory strategy is to receive regulatory approval
for rate riders and DSM incentives, as well as general rate cases. A rate rider is 2 mechanism that allows recovery of centain costs and
returns on investments without the costs and delays of filing a rate case. Thesa riders allow for timely revenue recovery of the costs of
large projects or other costs that vary over time. DSM incentives, which exist in Colorado and Minnesota, allow Xcel Energy to earn from
helping our customers reduce energy. The incentive plans are designed to reward Xcel Energy for achieving performance at or above the
approved savings goals.

Table of Contents

Xcet Energy's regulatory strategy is based on filing reasonable rate requests designed to provide recovery of legitimate expenses and a
return on utility investments. Xcel Energy believes that the public utility commissions will provide reasonable recovery, and it is important tc
note that the financial plans include this assumption. Constructive resuits over the last several years are evidence of reasonable regulaton
treatment and give Xcel Energy confidence that Xcel Energy is pursuing the right strategy. With any strategic plan, there are goals and
objectives. Xcel Energy feeis the following financial objectives continue to be both realistic and achievable:

00
7 A long-term annual earnings per share growth rate target of 5 percent to 7 percent;

0o
U Annual dividend increases of 2 percent to 4 percent; and

on
[ Senior unsecured debt credit ratings in the BBB+ to A range.

Successful execution of the Building the Core strategic plan should allow Xcel Energy to achieve the outlined financial objectives, which in
turn, should provide investors with an attractive total return on a low-risk investment. However, our operations are afiected by current local,
national and worldwide economic conditions. The consequences of the current recession being prolonged may inciude a lower level of
aconomic activity and uncertainty regarding energy prices and the capital and commaodity markets. A lower level of economic activity might
result in a decline in energy consumnption, which ray impact the financial objectives discussed above.

Optimizing the Management of a Portfolio of Operating Utilities

Optimizing the management of a portfolio of operating utilities is the third area of focus related to the Building the Core strategy. Even
though Xcel Energy ultimately manages the business based on the revenue streams provided by electric and natural gas, Xcel Energy
continues to evolve the management of the portfolio of utility investments. While Xcel Energy has four separate operating companies,
there are certain similarities and differences that require us to effectively manage this portfolio. More specifically, Xcel Energy's goal is to
build on the similatities among the companies, which maximizes efficiencies from centralized management and deployment of common
initiatives, such as market branding and environmental policy research. From an organizational perspective, examples of similarities
include corporate center services as well as certain operational functions, such as management of the generation fleet, transmission
systems, environmental compliance, NERC and FERC compliance and safety program.

At the same time, Xcel Energy realizes there are unique differences in each of our service territories such as local community focus and
priorities, regulatory environment, physical plant infrastructure and age, weather, as well as others that require Xcel Energy to organize
and align these utility specific areas to most effectively address these utility distinct characteristics. To that end, Xcel Energy has operating
presidents, each located in their respective jurisdiction. The objective of this organizational structure is to optimize Xcef Energy’s operating
efficiency while maximizing accountability.

Financial Review 0016

The following discussion and analysis by management focuses on those factors that had a material effect on Xcel Energy's financial
condition, results of operations and cash flows during the periods presented, or are expected to have a material impact in the future. It
should be read in conjunction with the accompanying consolidated financial statements and theSghted nlgeKivIRPOAGatd financial
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statements.
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Results of Operations

The following table summarizes the diluted earnings per share for Xcel Energy:

2009 2008 2007
Diluted earnings (loss) per share

BPSCo S 0.72 $ 0.76 S 0.77
NSP-Minnesota 0.64 0.65 0.62
NSP-Wisconsin 0.10 0.10 0.09
8PS 0.15 0.07 0.07
Eqguity earnings of unconsolidated

subsidiaries 0.03 0.01 -
Regulated utility - continuing operations 1.64 1.59 1.55
Holding company and other costs (0.14 ) (0.14 ) (0.12 )
Ongoing diluted earnings per share 1.50 1.45 1.43
PSRI {(0.01 ) 0.01 (0.08 )
Earnings per share - continuing operations 1.49 1.46 1.38
Loss per share - discontinued operations (0.01 ) - -
GARP diluted earnings per share s 1.48 3 1.46 S 1.35

Ongoing earnings exciude the impact related to the COLI program. COLI policies were owned and managed by PSRI, a wholly owned
subsidiary of PSCo. During 2007, Xcel Energy resoived a dispute with the IRS regarding its COLI program. The 2009 impact is primarily
related to legal costs associated with company claims against the insurance provider and broker of the COLI policies. The 2007 eamnings
were affected by the 2007 settlement with the IRS and include associated interest, penalties and tax discussed further at Note 8 - Income

Taxes.

As a result of the termination of the COLI program, Xcel Energy's management believes that ongoing earnings provide a more meaningful
comparison of earnings results between differsent periods in which the COLI program was in place and is more representative of Xcel
Energy's fundamentatl core earnings power. Xcel Energy’s management uses ongoing earnings intemally for financial planning and
analysis, for reporting of results to the Board of Directors, in determining whether performance targets are met for perforrmance-based
compensation, and when communicating its eamings outiook to analysts and investors.

2009 Comparison with 2008

PSCo - Earnings at PSCo decreased by four cents per share for 2009, The 2009 decreass is largely due to the negative impact of weather
and rising costs, partially offset by new electric rates that went into effect in July 2008.

NSP-Minnesota - Eamings at NSP-Minnesota decreased by one cent per share for 2009. The 2009 decrease is mainly due to the negative
impact of weather and timing of nuclear outage expenses. The decrease was partially mitigated by a $91 million electric rate increase that
went into effect in January 2009.

NSP-Wisconsin - Earnings at NSP-Wisconsin were flat for 2009. The 2009 earnings reflect increased costs, which were offset by improved
tuel recovery and new rates which were effective in January 2008.

SPS - Earnings at SPS increased by eight cents per share for 2009. The 2009 increase was primarily due to electric rate increases in
Texas {effective in February 2008) and New Mexico (effective in July 2009) and the 2008 resolution of certain fuel cost allocation issues,
which were partially offset by higher purchased capacity costs.

Equity Earnings of Unconsolidated Subsidiaries - Equity earnings of unconsolidated subsidiaries increased by two cents per share for 2009

due to our investment in WYCO, which owns a natural gas pipefine in Colorado that began operations in late 2008 as well as a gas storage
facility that commenced operations in July 2009.
Schedule KMR2010-19
001
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PSR! - PSR is a wholly owned subsidiary of PSCo. During 2007, Xcel Energy resolved a dispute with the IRS regarding its COLI progran

The 2009 impact is primarily related to legal costs associated with company cfaims against the insurance provider and broker of the COLI
policies.

Discontinued Operations - Loss from discontinued operations increased by one cent over 2009 primarily related to an increase in tax
related expenses and legal accruals for previously divested businesses.

Table of Contents

2008 Comparison with 2007

PSCo - Earnings at PSCo decreased by one cent per share for 2008 compared with 2007. The decrease was due to unfavorable weather
offset by favorable sales growth and a gas rate increase.

NSP-Minnesota - Earnings at NSP-Minnesota increased by three cents per share for the 2008 compared with 2007, The increase was due
to lowsr interest and . . .
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Comanche 3 Power Statlon Expansmn CO, USA
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@ Key Data

~" Announcement of April 2004
contract
Site preparation work  September 2005
started
Construction to begin  January 2006
on Unit 3
Start of operation Autumn 2009
Output 750MW
Plant type Super-critical pulverized coal
Location Comanche Station near Pueblo, Colorado

Full specifications e L

Xcel Energy has begun constructing its first new coal-fired electric generating unit in
nearly 30 years. The Comanche Station near Pueblo, Colorado, is the site for a new
750MW supercritical pulverised coal-generating unit. This adds to two existing units
that generate about 660MW. When the Comanche 3 unit is complete, the site will
provide nearly 1,400MW of electricity, sufficient for about one third of Colorado’s
communities. The project is estimated to cost about $1.3bn.

Alstomn won the contract from Public Service Co. of Colorado, doing business as Xcel
Energy. Alstom will design, supply, erect and commission a high-efficiency, & Expand image
supercritical boiler for the unit. Mitsubishi Heavy Industries (MHI) will supply the Comanche Station at dusk.
supercritical steam turbine for the plant, MHI’s first such order from the US. Delivery et et e
is planned for June 2007. MHI's Nagasaki Shipyard and Machinery Works will design
and manufacture the turbine. Construction and installation work will be done locally.

The plant is planned to go into commercial operation in 2009, and will provide Xcel %
Energy customers with reliable electricity from the United States' large domestic coal
resources.

Comanche Unit 3 will feature advanced emission controts, with extra controls being
fitted on the two existing units at the plant. These will help reduce overall emissions
of sulphur dioxide (502, by 65%) and nitrogen oxide (NOx, by 30%) emissions, even &) Expand image
despite the doubling in overall electric generation. The Colorado Public Utilities Comanche Stamn site.
Commission has approved construction.

Construction progress

" . By mid 2009, the construction on the Comanche Unit 3
Construction of was 73% complete. Nearly 98% of the engineering works
all the road were completed. All the important equipment and
components have been made available on the site,
works pro posed while 90% of the materials were procured.

& Expand Image
Camanche steam blow,

under the Due to labour shortages, the construction went slightly
behind the original schedule. However, the cooling

Schedule KMR201 001091 9
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tower has been constructed and the scrubbers and
emission controls have been installed at Unit 1 and Unit
2 to reduce emissions of sulphur dioxide and nitrogen
oxide by 65% and 30% respectively, Scrubbers have been
installed to control sulphur dioxide and new burners
have been installed for nitrogen oxide control. The
insulation and its aluminium protection cover remains to
be completed.

project have
been completed
and has cost
$7.5m.”

Construction has been completed on the flooring, sides and roof of the building that
accommodates the steam turbine generator, while the generator rotor has been set.

Comanche Unit 2 is scheduled to be operational by 2009 end. Power will be
transported between the Comanche Station and the Unit 3, via a new transmission
line. The line will have two separate circuits that will be strung on one tower,
besides a path that runs parallels to the existing facilities. Nearly 67% woks on the
line were complete until the end of 2008. The line has the capacity to transport
345KV power.

Construction of all the road works proposed under the project have been completed
and has cost $7.5m.

Low-sulphur coal

Alstom's boiler is the core of one of the most advanced "The hlgh

steam plants to have been built in the US. It will burn

low-sulphur Powder River Basin coal and has Alstom's  pressure, high
TFS 2000 firing system. This system, coupled with a

selective catalytic reduction system, will have some of temperatu re

the lowest nitrogen oxide emissions in the USA. advanced steam
Supercritical units operate at higher temperatures and

pressures than sub-critical units (Comanche 1 and 2 are Cyde also
sub-critical). The higher pressures increase turbine significantly
efficiency and power output, so less coal is used to ]

produce the same amount of electricity. While initial ncreases plant
capital costs of a supercritical unit are slightly higher -

than sub-critical units, the total cost is much less over a eff1c1ency s

units life. minimising

emissions and
fuel costs.”

The high pressure, high temperature advanced steam
cycle also significantly increases plant efficiency,
minimising emissions ang fuel costs. Similar ALSTOM
boilers already operate in Europe and Asia.

Residential, business and wholesale customers
Xcel Energy is a major US electricity and natural gas energy company based in

Minneapolis, Minnesota. The company proposes to own S00MW of the 750MW unit,
Two wholesale customers - Intermountain Rural Electric Association of Sedalia, and

Holy Cross Energy of Glenwood Springs- may take ownership of the remaining 250MW. £

Xcel Energy serves residential and business customers as well as wholesale customers. ||

These include Aquila in Pueblo, Holy Cross Energy in Glenwood Springs, Grand Valley
Power in Grand Junction, Yampa Valley Electric in Steamboat Springs, Intermountain
REA in Sedalia, and the cities of Julesburg, Burlington and Center.

Comanche Station is located a quarter mile from Rocky Mountain Steel Mills in

Pueblo. The steel mill is the single largest commercial account for Xcel Energy in
Colorado, and the only direct electric customer in the immediate area. All other

ttp://www.power-technology.com/projects/comanche/

Page 2 of

£7) Expand Image
Comanche transmission
towers,

Comniche Staticn Exgoess
Ag Emizsroas Ak-A-Glaxce
Yapirrvd [ yerand Mitvosar 4 (omaide 1

&2} Expand Image
Comanche Unit 3 will
feature advanced emission
controls reducing sulphur
dioxide (502, by 65%) and
nitrogen oxide (NOx, by 30%)
emisstons, even despite the
doubling in overall electric
generation,

& Expand Image

When Comanche Unit 3 is
fintshed, the whole site will
provide electrictty for a
third of Colorado's
communities.
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electricity that Comanche generates is transported to the power grid or sold to the
Puebfo-area electric distribution company, Aquila. Aquila is one of Xcel Energy’s
largest wholesale customers, purchasing two-thirds of its power from Xcel Energy.

Union-only construction

Over 1,000 workers will be needed over three to four years, with around 40 extra full
-time employees once the unit is online. Only union labour are being utilised to
complete the Comanche 3 project according to an agreement reached between Xcel
Energy and the Colorado Building Trades Council. The council represents 23 unions
across the state including carpenters, tabourers and others. Preference has been
given to local workers, even if contractors are based out of state.

A low water-use system for Comanche Unit 3 will use both water and air for cooling,
reducing water use by about half. The Pueblo Water Board has determined that water
supplies are adequate. Road improvements make it easier for equipment, materials
and workers to travel to Comanche Station, The road project has cost approximately
$4m.

Coal supplier and railroad provider have not yet been determined. Fuel will be
delivered using the existing rail spur. The plant currently uses about 75 railcars of
coal a day. That should double when the new unit is in service. Additional
transmission is needed to link the Comanche Station to the Daniels Park substation,

south of Denver.

As part of a Least-Cost Plan Settlement agreement, Xcel Energy will make donations
to the local Pueblo community.

@ Related Projects:

Conventional Thermal
Yerevan Combined-Cycle Thermal Power Plant
Kusile Power Station
Medupi Coal-Fired Power Station

Fiume Santo Power Station
Wayang Windu Geothermal Plant
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INTRODUCTION
Under paragraph 15 of the Comprehensive Settlement Agreement dated
December 3, 2004, approved by the Commission by Decision No. C05-0049
(January 21, 2005) in Consolidated Dockets 04A-214E, 04A-215E, and 04A-216E,
Public Service Company of Colorado (“PSCo” or “Company”) is required to file semi-
annual progress reports with the Commission with respect to varous aspects of the
construction of Comanche 3. Paragraph 15 of the Comprehensive Settlement

Agreement reads as follows:

15.The Company shall file progress reports with the Commission semi-
annually, beginning June 1, 2005 and ending with the first report after
Comanche 3 reaches commercial operation, regarding the progress of
construction and the commercial operation date of Comanche 3. The
progress reports shall contain the status of each vendor contract
(including updated information on contracts under negotiation) and a
narrative, which summarizes bids received and the selection process
employed for each vendor contract. The progress reports shall also set
forth the force majeure clauses in each vendor contract and in any
subcontract let by Utility Engineering Corporation or by Public Service.
The progress reports shall provide the account balances for all
Comanche Project expenditures. The progress reports also shall include
budgeted versus actual status with respect to the milestone payment
schedule, differences in status between the projected and actual overall
construction schedule and the status of on-going permit applications.
Any material departure from the milestone payment schedule or the
construction schedule will have a narrative explaining the departure
accompanying it. Continuing property records shall be timely maintained
and available for inspection. Finally, the progress reports shall list any
material design or scope change orders. Public Service reserves the
right to file bid and financial information under seal and to seek highly
confidential protection for this information.

As required, the Company reports on the following aspects of Comanche 3
construction in the period from June 1, 2009 until November 30, 2009. This

information is being filed under seal as Highly Confidential. Detailed cost data and

Decamber 14, 2009 2
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bid information is being provided in this period’s report and must not be publicly

disclosed to preserve the bidding and contracting process.

OVERALL PROJECT STATUS
Currently there are just under 500 personnel on site. Manpower reached its peak
in late August of 2008 and has been declining. Overall Unit 3 Construction
progress is about 99% complete. The schedule has been impacted by Shaw
construction delays and by boiler tube repairs being performed by Alstom. Shaw
construction delays were in the area of piping and electrical work, which have
delayed startup activities including backfeed and bypass operation. In early
October, we experienced several fube leaks in the upper water walls. Upon
further investigation, it was determined there was a material issue that was
corrected through modifying the welding procedure and adding post weld heat
treatment (to relieve high material stress that were leading to failure). This
corrective action is in progress and should be completed by mid-December.
More detalls on the history of the boiler water wall tube Issues are Included at the

end of this section.

Several key activities were completed this reporting period. Steam blows were
completed on 8-1 7-09, SCR catalyst loading was completed on 8-30-09,
backfeed was completed on 9-4-09, vacuum was pulled on 9-12-09, bypass .
operation began in late September, and first fire on coal was completed on 10-7-

09. Shaw is also making progress on the boiler feed pumps assembly, wiring

Dacember 14, 2009 3
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and checkout. The first boiler feed pump was on tuming gear in early November.
The down-time on the boiler is allowing Shaw's critical path construction activities
to catch up. With good progress on boiler tube repairs In the coming weeks, we
should re-start the boiler in bypass operation by mid-December. Site final
grading and paving is in progress and is scheduled to be complete by the end of
December. The coal handling and unloading system has been completed and

placed into service.

Given the current delays, we now believe we can achieve an in-service date by
mid-January. We continue to work with the contractors to assist them in
completing their work, including removing work from their scope and providing

supplemental labor to assist on certain systems. .

Progress photos of the current status of construction are included at the end of

this report.

HISTORY OF BOILER TUBE ISSUES
On March 10, 2009, the Comanche Unit 3 boiler successfully passed the
hydrostatic test at pressures up to 5900 psig (or 150% normal operating
pressure). This was a key milestane for the project and typically passing this test
is a good gauge that the boiler field welding and sﬁop fabrication efforts were

sound.

December 14,2009 4
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In May, Alstom Power (boiler supplier and erector) began conducting routine flow
tests of all the boiler water wall circuits to ensure all tubes have proper flow for
tube cooling and thermal performance. During this testing, Alstom determined 33
tubes were totally blocked and 73 tubes indicated Jow flow. Through the use of a
boroscope, it was determined that about 30% of the tubes had weld push through
(welding material that was deposited in the inside of the tube), which caused the
tube to be partially blocked. The other tubes had construction debris left in them,
which was easlly removed. Alstom ended up having to cut out 23 of the tubes
that had reduced flow areas below the 85% requirement and that could not be
cleared by other means. This work was completed on May 21, 2009 with no

impact to project schedule.

On June 24, 2009, the boiler was fired for the first-time on natural gas in
preparation for steam blows. Steam blows started on July 6™ and were
completed on August 17, 2009. The steam blow process is intended to help
remove debris and particles for the boiler and piping circuits prior to admitting
steam directly to the steam turbine. Everything was tracking on schedule and
there was no Indication of any pending tube leak problems at this point. In fact,

the boiler was performing very well at this point in the start-up process.

After completion of the steam blows, we removed the steam biow temporary pipe
and restored the STG valves during late August through mid September. On

September 29", vacuum was pulled on the condenser and steam bypass

December 14, 2009 5
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operation began (a process for’ﬁnal clean up of steam quality prior to admitting
steam to turbine). Steam bypass operations were going well with steam quality
nearing acceptance standards. Although we lost a few weeks in September due
to delays from our BOP contractor, we were still tracking for an early November

in-service date as presented in our October 8, 2009 schedule.

Late on October 9™, visual signs of a tube leak were seen on the west boiler
water wall. This was the first tube leak we experienced since passing the boiler
hydrotest. On October 10™, the boiler was brought off line to investigate the
source of the leaks and to make the needed water wall tube repairs. Alstom
found 23 areas with definitive leaks, and they replaced or repaired welds on 31
tubes. Alstom stated the reason for the majority of the leaks was assoclated with
an improper weld procedure for the replacement of the membrane materials
between tubes that occurred during the repairs made in May for the low flow
conditions. The weld procedure was corrected by Alstom engineers, and the

repairs were completed on October 23%,

The unit was brought back up on line on October 24", and we ran for a short
period prior to coming down to replace a flange seal on the Steam Turbine High
Pressure casing. The repair was completed, and the unit was back up and
operating in bypass mode on October 25th. Early in the morning of October
26th, the project again experiehoed visible steam leaks in the boiler and came

down for repairs. This news was reported to the PUC during the rate case

December 14, 2008 6
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hearings that week, and it was stated that we needed to investigate the cause of

these leaks before we could establish a timeline for return to start-up.

There were 14 tubes that were found to have leaks. These tubes were quickly
repaired, and on October 31%" a hydrotest was performed to confirm the
adequacy of the repairs made by Alstom and evaluate the integrity of the
remaining tubes. During the hydrotest, 15 additional leaks were discovered. At
this point, Alstom and Xcel Energy determined that the boiler needed to be
evaluated in more detall before resuming start-up efforts. Alstom requested that
the boiler be scaffolded to perform the repairs and that they could take the time

to perform prudent testing of all areas of concern and make the proper repairs.

Since November 1%, more information on the cause of these tube cracks has
been provided to us by Alstom. The majority of these issues are caused by shop
welds that have hydrogen-induced cracking or cold cracking. [t is believed that
the high stresses causing the cracking are origina.ting from the membrane welds.
Alstom has modified their weld procedure and has developed a post-weld heat
treatment (PWHT) procedure fo correct this issue in the future, which will temper
the microstructure, reducing susceptibility to crack Initiation/propagation. These
shop welds were made In Alstom’s shop in Bruno, Czech Republic. Recently, we
have been told by Alstom that they experienced the same cold cracking problem
with T-23 tubes on 5 boilers they supplied for China and Talwan in the 1990s. A

simifar problem was afready experienced on the KCP&L |atan Unit 2, which is
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about 4 months behind the Comanche schedule. The problems at latan Unit 2
were experienced before hydrotesting of that unit, so Alstom assumed we would
not experience a similar event and had not told us of this material related issue
on other units. To date, we have not recelved a satisfactory answer as to why
the lesson learned on T-23 tube cracking on past boilers was not incorporated
into Alstom’s fabrication process for our boiler. The T-23 tube material was

picked for its long term wear properties.

There are 2,376 locations where non-destructive examination testing will take
place. Of these tubes tested, approximately 309 have been replaced due to
cracking. All 2,376 tubes will be PWHT. After PWHT, these tubes will be
radiographed (RT) again to confirm no additional cracks have developed. To
date, we have completed approximately 82% of the RT testing and have been
averaging approximately 13% reject rate. The project is taking the time now to
perform a quality inspection and repair, which the project feels is prudent, and to
resolve any issues that can be found in hopes of preventing any future boiler
water wall tube issues. Our current projection of resuming our start-up is shown
on the attached project schedule. We are currently projecting a project in-service

date of around January 15, 2010.

STATUS OF CONTRACTS

Major Contracts

Boiler (Furnish & Erect)

December 14, 2008 8
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A contract was awarded to Alstom Power on August 31, 2005, for | .
Alstom Power has completed 100% of their detailed design, approximately
99.5% of their construction and 89.7% of their overall work. Thirty-three contract

change orders have been issued resulting in a total cost increase of || | IR

Air Quality Control System — Unit 3 (Furnish & Erect)

A contract was awarded to Babcock & Wilcox (B&W) on October 7, 2005, for
B B2V has completed 100% of their design, and 100% of their

construction. Fourteen contract change orders have been issued resulting in a

total cost increase of [N

Balance of Plant (Fumnish & Erect

A contract was awarded to Shaw — Stone and Webster (SSW) on February 2,
2006, for . SSW has completed 99.9% of their detailed engineering
and 97.6% of their construction. Final electrical & controls, site grading, paving,

painting, heating and lighting are in progress. Thirty-three contract change

orders have been issued resulting in a cost increase of || ENEGEGNGNE
N o2 the

end of 2008, it became apparent to PSCo that Shaw would not be able to

December 14, 2009 ]
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complete their work on time to support a Fall 2009 in-service date. We started
supplementing Shaw work (at their protest) in November 2008. We are currently
utilizing several contractors to supplement Shaw's work. These contractors were
selected because of their proven performance record in other areas of the
project. This work includes installation of piping systems for boiler drains,
auxiliary steam, wastewater, ash water, recycle water, treated water, ammonia,
carbon dioxide, fly ash and instrument air in the boiler and AQCS areas. The
supplemental work being performed by other contractors is being completed on

time to support the currently préjected in-service date.

Other Contracts

Unit 3 Coal UnJoading and Handling System
A target price contract was awarded to Roberts & Schaefer (R&S) on February

26, 2007 for . R&S is complete with construction and startup of the

system. Two contract change orders have been issued resuiting in a cost

increase of [ IEEEEG—G——

Unit 3 - Boiler Electrical Construction (Shaw removed sc

A contract was awarded to Frauenshuh Power Development (FPD) LLC on
November 10, 2008 for |l The contract includes electrical raceway,
cabling and terminations associated with the Unlt 3 boiler, which was removed

from Shaw's scope. The work includes electrical installations for FD fans, PA
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fans, boller circulating pump, windboxes, coal pulverizers, coal feeders, air pre-
heaters, SCR, lighting, fire alarm system and receptacles. This work is complete,

except for the lighting, which is not currently complete. Six contract change

orders have been issued for a cost increase of [ I ENNERNGGEGEGEGEEN

Unit 3 Boiler Mechanical Piping (Shaw removed scope)

A contract was awarded to AZCO on January 12, 2009 for | ] Two
contract change orders have been issued for the cost increase of [ N L
The contract included installing mechanical piping In the boller area that Shaw

had abandoned or was late in completing.

Unit 3 AQCS Mechanical Piping (Shaw removed scope)
A contract was awarded to B&W on February 2, 2009 for ] ] IRl Ore

contract change order has been issued for a cost increase of NI The
contract included installing mechanical piping in the AQCS area that Shaw had

abandoned or was late in completing.

BID EVALUATION PROCESS

All major contracts have been evaluated using a process that lays out the
evaluation criteria and ranking of the bidders to determine the total evaluated
cost of each proposal. These evaluations include: proposal base cost, technical
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quality, life cycle cost, bidders experience, cash flow requirements, ability to meet
schedule, agreement to meet terms and conditions, operating/maintenance

costs, financial condition of company and securities proposed.

UTILITY ENGINEERING SERVICES

Utility Engineering (UE) has provided [Nl worth of engineering and
design services acting as the Owner’'s engineer for the conceptual design efforts,
permitting assistance, specification preparation and bid evaluation efforts. They
have also been involved in the design efforts associated with systems that impact

current plant operations and in the interface with the local community.

On April 8, 2005, Xcel Energy sold UE to Zachary, and thus UE is no longer an
affiliate of Xcel Energy. However, we continue to utilize the services of UE for
various project tasks.

PARTNERSHIP AGREEMENTS

There is nothing new to report for this perlod. Refer to previous reports for the

details of the partnership agreements.
ESCALATION

We track escalation trends that have the potential to impact the project budget.

Trends in commodity indices for carbon steel, copper, alloys, and diesel fuel

December 14, 2009 12
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have shown actual index values exceeding initial price escalation estimates.
Trends for labor and foreign currency escalation have also shown fluctuations

from set escalation rates.

All escalation adjustments are reflected on Highly Confidential Attachment 12.0.
The escalation provisions of these contracts have been previously submitted

under past semi-annual reports.

PROJECT FINANCIAL PERFORMANCE
We have included a number of attachments to show the financial performance as
of April 30, 2009 on the Comanche Project. The term “BUDGET™ used in these
attachments is the Revised Construction Cost Estimate as defined in the
Settiement Agreement. The term “FORECAST” is the current expected contract
value of the planned contracts. Highly Confidential Attachment 1.0 shows the
overall project FORECAST by FERC accounts. Highly Confidential Attachment
2.0 shows the annual FORECAST by FERC account, including actual
expenditures through April 2009. Highly Confidential Attachment 3.0 shows the
Actual Expendltures by month for sach FERC account. Highly Confidential
Attachment 4.0 compares the BUDGET to actual costs for year-to-date and
current year. Highly Confidential Attachment 4.0 also shows the current year and

at-completion FORECASTS.

December 14, 2009 13
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Highly Confidential Attachment 5.0 compares the BUDGET to the FORECAST.
We currently have | under contract or [l of the total project
direct cost. Our current forecast is compared with our previously submitted

Revised Construction Cost Estimate included as Highly Confidential Attachment

z
°
-
—
o
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account for around [l of total project costs. Other contract types include:

December 14, 2009 15
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1) Contracts impacting existing plant operations |JJJll}. 2) site development

contracts [l 3) other contracts [Jl] and 4) miscellaneous purchase

orders |

PSCo’s indirect costs account for i} of total project costs. Portions of the
indirect budgets have been allocated to various other accounts. Examples of
these allocations include the engineering and design budget, where a portion of
the original is allocated to the BOP contract and a portion to our Owner's
engineer contract. Another example is the material and labor escalation budget.
This budget is allocated to all of the equipment purchases and tabor contracts to
bring the cost basis of the original estimate from 2003 dollars to actual contract
dollar amounts. Another exampile is the tax budgét. This budget, with the
exception of the initial payment to the City of Pueblo, is allocated to all of the
contracts with taxable material and equipment. During the development of the
bid packages for the major contracts, Xcel Energy began to allocate these
indirect costs into the proper contract packages. These values are Indicated as
the budget amounts listed in the descriptions for each contract awarded to-date

and shown in Highly Confidential Attachment 5.0.

In order to properly manage the project budget, costs were formatted into the
method used to contract for the work, as opposed to the method we used to
develop our initial overall project cost estimate. We have a detailed database

that tracks our original PUC estimate previously filed under seal with the PUC as
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Highly Confidential Exhibit 87 to the current contracting approach. This database
tracks all costs incurred back to the original cost estimate, will be used for the
duration of the project and is available for future auditing purposes by
Commission Staff. Reports are filed based on the contracting method used for

the project to streamline reporting efforts to the Commission and to our partners.

PROJECTED VS. ACTUAL CONSTRUCTION SCHEDULE
The project is now projecting an in-service date by mid January, 2010 for
Comanche 3, which is a three and one half month slip from previous Information
filed in the Application for a Certificate of Public Convenience and Necessity in
Docket No. 04A-216E. We are experiencing schedule challenges mainly caused
by the Boiler tube failures and the BOP contractors poor craft productivity, which
is pushing the Mechanical and Substantial Completion dates for the plant later
than the original plan. A current Level 2 Critical Path Scheduls is included as

Attachment 6.0. Start-up activities are currently in progress.

STATUS OF PERMITS
A complete list of permits required and issued for the Comanche Project is

included as Attachment 10.0.

On March 15, 2009, PSCo received a letter from the Colorado Air Pollution
Control Division (APCD) requesting an updated case-by-case Maximum

Achievable Control Technology (MACT) analysis for Comanche Unit 3. Due to
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the recent vacatur of the Federal Clean Air Mercury Rule (CAMR), EPA is
requiring that all new coal-fired electric generating units constructed between
March 29, 2005 and March 14, 2008 complete this case-by-case analysis for
mercury and other hazardous air pollutants. A case-by-case MACT analysis was
completed for Comanche Unit 3 as part of the original air emission permit
application in August 2004. The APCD made a preliminary MACT determination
and agreed that the proposed limit of 20 x 10°® Ibs/MW-hr was in fact the case-
by-case MACT for Unit 3. The final air emission permit for Comanche Unit 3
incorporates this mercury emission limit. However, the permit does not refer to
this limit as “MACT” for mercury because in March 2005, the mercury cap and
trade program under CAMR replaced the mercury MACT requirements for coal-
fired utility boilers. The current limit, howsver, is required by the December 2004
Settlement Agreenient between the Company and numerous environmental and
public-interest organizations. Without this settlement, the mercury limit for
Comanche 3 would have been much less stringent under CAMR. The current
limit of 20 x 10°® Ibs/MW-hr, while not referred to as MACT, is In fact based on the
case-by-case MACT analysis submitted with the original permit application for

this project and preliminarity approved by the APCD.

The Company has had two meetings with the APCD to discuss the scope and
extent of the updated case-by-case MACT analysis for Comanche Unit 3. Given
that EPA will be finalizing a MACT for mercury for coal-fired electric generating

units by late 2011, which Comanche 3 will have to meet, the Company agreed

December 14, 2008 18
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with APCD that it is prudent at this time to undertake a limited update of its 2004
MACT analysis. An updated case-by-case MACT analysis for Comanche Unit 3
was submitted to the APCD on July 24, 2009. The Company beligves that the

update will require only a minor permit modification and will not impact the start-

up date for Comanche 3.

In early October, the APCD issued a letter to Xcel Energy indicating they had all
the information they needed to process our updated MACT analysis and that
construction of Unit 3 can proceed with the original permits issued for the

broject The APCD has now completed their review of the updated MACT
analysis for Unit 3 and anticipates issuing a revised Unit 3 air emission permit for

public comment and review in the next few weeks.

On July 2, 2009 WildEarth Guardians (WEG) flled- a lawsuit against PSCo
alleging that the Company violated the Clean Air Act by constructing Comanche
3 without a final MACT determination from the Colorado Department of Health
and Environment. PSCo disputes these claims and has filed a motion to dismiss
the suit. Comanche 3 was constructed with state of the art emission controls and
pursuant to a valid air permit issued by the APCD. On October 28, 2009, WEG
filed a motion for a preliminary injunction, seeking to enjoin PSCo from
constructing, modifying, or operating Comanche 3 prior to receiving a final MACT
determination. PSCo strongly opposes the injunction. Among other issues,

PSCo believes that WEG has failed to establish a-substantial likelihood of
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prevailing on the merits of the suit and that therefore there is no valid legal basis

upon which an injunction should be issued.

DESIGN OR SCOPE CHANGE ORDERS
We are tracking changes on colnditions that have the potential to impact the
project budget. For this reporting period, there are no adjustments to the
previously submifted Revised Construction Cost Estimate included as Highly
Confidential Attachment 11.0. A list of all previously submitted adjustments by
type is included as Highly Confidential Attachment 12.0. These adjustments are

defined in Highly Confidential Attachment C of the Settlement Agreement.

The Escalation section of this report provides an explanation of the trends in
commodity indices and foreign currency exchange rates that have impacted the

project budget.

Respectfully submitted this 14th day of December 2009.

December 14, 2009 20
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ATTACHMENTS

Unit 3 Level 2 Schedule
Bid Evaluations

Force Majeure
Escalation Provisions
Permitting Status
Progress Photos
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ATTACHMENT NO. 7.0

ATTACHMENT 7.0 - BID EVALUATIONS

No major contracts have been awarded on the Comanche Expansion Project
since June 1, 2009.
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ATTACHMENT NO. 8.0

ATTACHMENT 8.0 - FORCE MAJEURE

No major contracts have been awarded on the Comanche Expansion Project
since June 1, 2009.
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ATTACHMENT NO. 9.0

ATTACHMENT NO. 9.0 — ESCALATION PROVISIONS

No major contracts have been awarded on the Comanche Expansion Project
since June 1, 2009.

0047
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Comanche 3 Environmental Permitting Status

ATTACHMENT NO. 10.0

Permit Description

Pemﬁt #

Date Issued/Date
Modifled

Expirations Date

Air Permits

Construction permit - Haul Roads

04PB1022

7152006, 5/15/2008

Construction pemnit - Fly Ash, Flue Gas
Desulfurization Waste and Spent Sorbent
Handling and Storage

04PB1021

7/5/2005

Construction Permit: Sorbent Handling
Operations for Units 1, 2, and 3

04PB1020

7/5/2005

Construction Permit: Lime Handling
Operations for Units 1, 2, and 3

04PB1019

7/6/2005, 9/12/2007

Construction Permit: Recycle Ash Handling
for Units 1, 2, and 3

04PB1018

7/5/2005, 11/7/2008

Construction Permit: Coal Storage and
Handling

04PB1017

7/5/2005, 9/12/2007

Construction Permit: Cooling Water Tower
(hybrid design)

04PB10186

7/5/2005, 12/8/2008

Construction Permit. Unit 3 Supercritical
Pulvenzed Coal Fired Boiler (equipped) with
dry-low Nox bumers, over-fire air, selective
catalytic reduction, lime spray dryer, Sorbet
injection, and baghouse)

04PB1015

7/5/2005

Construction Permit: Unit 2 - lime spray dryer
and low Nox bumaers

11PB859

7/5/2005

Construction Permit: Unit 1 - lime spray dryer
and lfow Nox burners

04PB1439

7/5/2005

Construction Permit: Emergency Generator

08PB81178

12/8/2009

Land Development Permit - Land
Development activities associated with site
proparation

06PB0254L

5/19/2005

6/1/2010

Boiler Evaporation Permit - Authorization for
evaporation of pond water in Unit 1 and 2
boilers

05PB0418

7/6/2005

2/1/2006, Work Completed
no extention to permit
required

Wastewater Permits

Construction Stormwater Discharge Permit -
Discharge of Stormwater from Construction
Area

COR-030000

71172007

6/30/2012

Construction Dewatering Permit-Discharge of
|groundwater encountered during construction

COG-071953

8/11/2005

General Permit in
administrative extension

Authonzation to discharge construction
dewatering and hydrostatic test water to
existing wastewater treatment system

Authorization in a letter

8/15/2005

Waste Permits

Special Use Permit: Issued by Pueblo County
for disposal of evaporation pond materials

#2005-006

5/25/2005

Special Use Permit: [ssued by the City of
Pueblo for ash disposal expansion

#0568-2005

9/27/2005

Other

FAA Stack Helght Permit

7/1/2005
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Comanche 3 Environmental Permitting Status

ATTACHMENT NO. 10.0

Pemmits to be obtained
from Pueblo Regionai
Building Department
through the design
process. Permits to be in
place prior to starting
Various Bullding Permit; Construction.
0514930~ Misc. Permit
0515186 Bldg. Permit
Foundations, 0518404
Misc. Permit, 0518777
- Stack Chimney Bldg. Permit 9/22/2005
- Construction Trailers 0607010 Bidg. Permit 4/27/2006
- _ Turbine Building 2007
- Field Erected Tanks 2007|
- PDC- Buildings 2007
County Grading Permit Authorization in Letter 77712005
County Access Agreement 9/6/2005
County Access Road Construction Permit -  |Application Submitted on
(Fugitive Dust) 4/13/06 9/6/2008
County Access Road Stormwater Permit COR-039724 8/30/2007
Access Road Stormwater outfall to Arkansas
River: Nationwide Permit No. 7 - Outfall Action Number 2005
Structure 00795 1/24/2006) -
Access Road Stormwater crossing of Salt
Creek; Nationwide Permit No 14 - Linear Action Number 2005
Transportation Projects 00795 1/24/2006
CDOT Access Permit CDOT # 206015 21212006
Notice to Proceed on Access Permit from
CDOT 2/2/2006
Unit 3 CPCN 1/21/2005
Annexation 9/12/2005
Water Agreement 7/20/2005
Labor Agresment 6/6/2005
Partnership Agreement 4/8/2005
Environmental Agreement 12/3/2004
Transmission Facilities Study 3/8/2005
Interconnection Agreement 6/10/2005
Transmission CPCN 9/18/2008
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ATTACHMENT NO. 13.0
Progress Photos
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ATTACHMENT NO. 13.0
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Beltramo - Pav plete Around Cooling Tower
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ATTACHMENT NO. 13.0

Alsto - Water Wall Tube Repairs

New Tube Section
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ATTACHMENT NO. 13.0

R&S - Conveyor Transporting Coal for First Fire
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ATTACHMENT NO. 13.0

R&S - Bottom Dump in Operation
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awarded ta Hiwsehi in Notbh Ameris,
following Genesee Unie 3 iy Alberta,
Canada, and the Walier Scorr Jr. Encrgy
Ceneer Upit 4 in Coondl Bifz, lowa
Hirachi is atevently supplying equipment
{or 1o other yupereritical coal plane, Keep
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Hills, » 495 M1V duplicate of Gengsee, and
a plang in che soudhwasrern U.S.

Elm Roasd will burn hiseminnns caal. At
vhe sation's poak bura nate, eonvevors will
deliver neaely 3,000 Loag of caal 30 hove.

Comanche Generating Station Unft 3

Construction on Xed Enersy’s first
et coal-ficed project in 30 years began in
Jasuary 2006. The new plant is schediled
1 be complered int the BIL

Comanclic Generating Seagion Unir 3, 4
750 MW 2upercriical pulverized coal-gen-
craling vnh, joing (wo cyiting sub-erivical
unirs vhaz gencrae 660 MW en a gie near
Pucblo, Calo.

The Shaw Stone 8 Websier unit of The
Shaw Group Inc. was awanded the EPC
conteact that covers balapsc-of-plant f.
cilities, including the oection of the seeam
lirbing and assacianed syrreais such as pip-
ing and pumps.

Comanche Uni 3 will burn low-sulphur
Fowder River Basin coa). Altom’ TFS
2000 Gring system 1ogether with a sclee-
tive camslytee redue-
tpn  system  should
kécp aitregen oxide
emiginng law.

Atsrom will desiyn,
sapply, érect  and
commisgon a2 high-
Bdcency, cupereritical
bailer for dhe Bhic and
Mirsubishi Fcavy
lodusaies (M HTjwil
supplyUhe mypereritics)
swam turbine (or the
planr. The Minudishi
TCHF-36  urms
ooc of Xirsubishi’s
characteristic designs:
thrce casings & one
weam  turbine, onc
an the high pressure
sde aod rwo an the
low passdre  side.
{The canpany plany o build even larger
wpereritical  groam  terbines with  folir
casings) Migh chramivm grade maserial
b pted 0 withstand higher sapescriticat
[eMperaTyres.

Comuanche Usnit 3 s Misubishi’s
frsc order in the US. for 2 supereritica)
swam  mebige, bur Tewayp  (Terry)
Fupno, masager, boiler enginccring,
Mirsubishi Powrer Systems Americas lnc,
wuid Misubishi hopes 1o prwvide maorc
superoviical wchnalogy 10 U.S. progoces in
the farare.

Fujino said thar beeruse fucl is abundant

page(68,69,70,71,72,73,74,75,76,77,78,79,80,81,82,83,84,85,86,87,88,89,90,91,92,93,94,... Page 1 of 3

and firdy bav cost In the CS., @ hant
beent 24 critica) w0 pustte high clBeizncy
3¢ in Japan. *Bw sow we're living in 2 Jdift
fece woild, so we're hopiag rhar we ¢an
use or high efficivacy experience vo make
snilar vnitg §in the US.”

First fiving of the boiler iseapocted in Juty
or August. Completion af comnlissioning
apd commerial operation i shated for the
eivd of [he year.

The Oak Grove Pignt

Lunvinant’s Ok Grave  sppercritical
coal-lired potver plant ks under conserpotion
aboue 100 iles nordhwast of Houstan,
Compreisg wo superceirial lignirc-fuckd
power geacradoa units, Yhe planc will
dellver 1,600 MW.

Oak Grove is belng buih o the site of a
pocrigusly planncd power plant where sig-
aibeant infranructore is abready lo plce,
fincludling 2 dedicared sall fine w the ligniee
mine.

“The power plamt is spproximarchy 12
miles (rom the minc, which is ouoed by

the power generamor,” id James Brown,
cngincering manager oa rhe projeer foc
Fluor, the EMC campany ar Qak Grove,

Browa said che mainy sieam ¢ondaioas
on the 21800 MW ner lignine coal-Bred
supereriteal eycle unisase 8,550 psia wich
1,000 F oo vhe main sicam hear and 5,000
F on the rehear

The uxnits ar Oak Grove wse difkerent
e gencraioy boller mchnalagics. Unit
1 incdudes am Alstom vaggeniallp-firod
supercritical steam genergor boiler and a
GeneralEleciric single reheaz steam terbine.
The scrand vnit ix a wall-fired Babeodk &
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Schedule KMR2@Q1549

Lt amlina avmana anen IDRATINQ/Mrmintnare senvyIno=ARnm=2



Submitted to Colorado PUC E-Filings System

L RITOEVED
UBLTG VBRI L0

RN PHM LT
BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO

* & ® & W

SEMI-ANNUAL PROGRESS REPORTS OF ~ |)
PUBLIC SERVICE COMPANY OF COLORADO | ) Docket No. 05M-511E
FOR THE COMANCHE PROJECT )

Semi-Annual Progress Report

Comanche Expansion Project

June 1, 2010

0056
Schedule KMR2010-19



PUBLIC VERSION

INTRODUCTION

Under paragraph 15 of the Comprehensive Settiement Agreement dated
December 3, 2004, approved by the Commission by Decision No. C05-0049
(January 21, 2005) in Consolidated Dockets 04A-214E, 04A-215E, and 04A-216E,
Public Service Company of Colorado (“Public Service™ or “Company”) is required to
file semi-annual progress reports with the Commission with respect to various
aspects of the construction of Comanche 3. Paragraph 15 of the Comprehensive
Seftlement Agreement reads as follows:

15.The Company shall file progress reports with the Commission semi-
annually, beginning June 1, 2005 and ending with the first report after
Comanche 3 reaches commercial operation, regarding the progress of
construction and the commercial operation date of Comanche 3. The
progress reports shall contain the status of each vendor contract
(including updated information on contracts under negotiation) and a
narrative, which summarizes bids received and the selection process
employed for each vendor contract. The progress reports shall also set
forth the force majeure clauses in each vendor confract and in any
subcontract let by Utility Engineering Corporation or by Public Service.
The progress reports shall provide the account balances for ail
Comanche Project expenditures. The progress reports also shall include
budgeted versus actual status with respect to the milestone payment
schedule, differences in status between the projected and actual overall
construction schedule and the status of on-going pemmit applications.
Any material departure from the milestone payment schedule or the
construction schedule will have a namative explaining the departure
accompanying it. Continuing property records shaill be timety maintained
and available for inspection. Finally, the progress reports shall list any
material design of scope change orders. Public Service reserves the
right to file bid and financial information under seal and to seek highly
confidential protection for this information.

As required, the Company reports on the following aspects of Comanche 3
construction in the period from December 1, 2009 until May 31, 2010. This

information is being filed under seal as Highly Confidenttal. Detailed cost data and

June 1, 2010 2 0051
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bid information is being provided in this period's report and must not be publicly

disclosed to preserve the bidding and contracting process.

OVERALL PROJECT STATUS
Currently there are fewer than 200 personne! on site. Manpower reached its
peak in late August of 2008 and has been declining. Overall Unit 3 Construction
progress is essentiafly complete. The schedule has been impacted by Shaw
construction delays and by boiler tube repairs being performed by Alstom. Shaw
construction delays were in the area of piping, electrical work and more recentty
issues with the boiler feed pumps, which have delayed startup activities including
Full Load and In-Service. The second round of boiler tube leak repairs were
completed at the end of December. The unit achieved synchronization on
January 12, and on January 18, the “A” boiler feed pump seized up (one of two
fifty percent capacity pumps). Boiler feed pump repairs continued until March 26,
and Full Load was achieved shortly thereafter. More boller tube leaks were
discovered in early April and it was decided to accelerate the planned outage to
install noise baffles in the stack, remove fine mesh screens, repair the boiler tube
leaks and repair the de-aerator. The outage was accomplished from April 6 to
May 5. The noise levels from the stack are now acceptable, and the Unit is

operating at Full load.

Several key activities were completed this reporting period. Steam to turbine

was completed on 01-04-10, generator synchronization was completed on 01-12-

June 1, 2010 3
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10, spraying through SDA’s with lime for SO2 control started on 03-09-10, Full
Load was achieved on 03-31-10, Installation of stack noise baffies was
completed on 05-05-10, the outage for removal of turbine fine mesh screens was
completed on 05-05-10, the Unit was declared In-Service on 05-08-10 and

Performance Testing is scheduled to complete on 05-29-10.

We now believe we can achieve Commercial Operation by late June. We
continue to work with the contractors to assist them in completing their work,
including removing work from their scope and providing supplemental labor to

assist on certain systems.

Progress photos of the current status of construction are included at the end of

this report.
STATUS OF CONTRACTS
Major Contracts

Boiler (Fumnish & Erect)
A contract was awarded to Alstom Power on August 31, 2005, for [ NEEEGEN

Alstom Power has completed 100% of their detailed design, 100% of their

construction and 99.9% of their overall work. Thirty-four contract change orders
have been issued resutting in a total cost increase of ||| | | NN

June 1, 2010 4
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Air Quality Confrol System — Unit 3 (Furnish & Erect
A confract was awarded to Babcock & Wilcox (B&W) on October 7, 2005, for
. B3V has completed 100% of their design, and 100% of their

construction. Fifteen contract change orders have been issued resuiting in a

total cost increase of [

Balance of Plant (Furnish & Erect)
A conftract was awarded to Shaw — Stone and Webster (SSW) on February 2,

2008, for I SSW has completed 100% of their detailed engineering
and 89.6% of their construction. Final electrical work for lighting, receptacles,

and gaitronics is in progress. Thirty-three contract change orders have been
issued resulting in a cost increase of [N EEEENEENEGGEGGGGNEG_G_

I Towards the end of 2008,

it became apparent to Xcel that Shaw would not be able to compiete their work
on time to support a Fall 2009 in-Service date. We started supplementing Shaw
work (at their protest) in November 2008. We are currently utilizing several
contractors to supplement Shaw's work. These contractors were selected
because of their proven performance record in other areas of the project. This
work included installation of piping systems for boiler drains, auxiliary steam,

waste water, ash water, recycle water, treated water, ammonia, carbon dioxide,

June 1, 2010 5
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fly ash and instrument air in the boiler and AQCS areas. At this time, the work is
complete except for miscellaneous piping tasks to support startup. The
supplemental work being performed by other contractors is being completed on

time to support the currently projected Commercial Operation date.

Other Contracts

Unit 3 Coal Unloading and Handling System
A target price contract was awarded to Roberts & Schaefer (R&S) on February

26, 2007 for . R&S is complete with construction and startup of the

system. Two contract change orders have been issued resulting in a cost

increase of I

Unit 3 - Boiler Electrical Construction (Shaw removed

A contract was awarded to Frauenshuh Power Development (FPD) LLC on
November 10, 2008 for JJJBll. The contract includes electrical raceway,
cabling and terminations associated with the Unit 3 boiler, which was removed
from Shaw's scope. The work includes electrical installations for FD fans, PA
fans, boiler circulating pump, windboxes, coal pulverizers, coal feeders, air pre-
heaters, SCR, lighting, fire alarm system and receptacles. Except for the lighting,

this work is complete. Eight contract change orders have been issued for a cost

increase of |

June 1, 2010 6
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Unit 3 Bai chanjcal Pipin haw removed sco ‘

A contract was awarded to AZCO on January 12, 2009 for I Three
contract change orders have been issued for the cost increase of || .
The contract included installing mechanical piping in the boiler area that Shaw
had abandoned or was late in completing. This contract also included assisting
Shaw with startup and commissioning work that Shaw requested Xcel Energy to

help complete in order to meet schedule obligations.

Unit 3 AQCS Mechanjcal Pipin haw removed sco

A contract was awarded to B&W on February 2, 2009 for | IE. Two
contract change orders have been issued for a cost increase of IR The
contract included installing mechanical piping in the AQCS area that Shaw had

abandoned or was late in completing.

BID EVALUATION PROCESS

All major contracts are being evaluated using a process that lays out the
evaluation criteria and ranking of the bidders to determine the total evaluated
cost of each proposal. These evaluations include: proposal base cost, technical

quality, life cycle cost, bidders experience, cash flow requirements, ability to meet

June 1, 2010 7
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schedule, agreement to meet terms and conditions, operating/maintenance

costs, financial condition of company and securities proposed.

UTILITY ENGINEERING SERVICES

Utility Engineering (UE) has provided | BBl worth of engineering and
design services acting as the Owner's engineer for the conceptual design efforts,
permitting assistance, specification preparation and bid evaluation efforts. They
have also been involved in the design efforts associated with systems that impact

current plant operations and in the interface with the local community.

On April 8, 2005, Xcel Energy sold UE to Zachary, and thus UE is no longer an
affiliate of Xce! Energy. However, we continue to utilize the services of UE for

various project tasks.

PARTNERSHIP AGREEMENTS

There is nothing new to report for this period. Refer to previous reports for the

details of the partnership agreements.
ESCALATION

We track escalation trends that have the potential to impact the project budget.
Trends in commeodity indices for carbon steel, copper, alloys, and diesel fuel

have shown actual index values exceeding initiai price escalation estimates.

June 1, 2010 8
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Trends for labor and foreign currency escalation have also shown fluctuations

from set escalation rates.

All escalation adjustments are reflected on Highly Confidential Attachment 12.0.
The escalation provisions of these contracts have been previously submitted

under past semi-annual reports.

PROJECT FINANCIAL PERFORMANCE
We have included a number of attachments to show the financial performance as
of April 30, 2008 on the Comanche Project. The term “BUDGET” used in these
attachments is the Revised Construction Cost Estimate as defined in the
Settlement Agreement. The term “FORECAST” is the current expected contract
value of the planned contracts. Highly Canfidential Attachment 1.0 shows the
overall project FORECAST by FERC accounts. Highly Confidential Attachment
2.0 shows the annual FORECAST by FERC account, including actual
expenditures through April 2009. Highly Confidential Attachment 3.0 shows the
Actual Expenditures by month for each FERC account. Highly Confidential
Attachment 4.0 compares the BUDGET to actual costs for year-to-date and
current year. Highly Confidential Attachment 4.0 also shows the current year and

at-completion FORECASTS.

Highly Confidential Attachment 5.0 compares the BUDGET to the FORECAST.

We currently have [JJJll of the total project direct cost under contract. Our

June 1, 2010 9
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current forecast is compared with our previously submitted Revised Construction

Cost Estimate included as Highly Confidential Attachment No. 11.0.

June 1, 2010 10
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The budgets shown in Highly Confidential Attachment 5.0 are divided into direct
costs and indirect costs. The direct costs have been formatted into contracting
packages to most efficiently manage the project. The five major contracts
account for around - of total project costs. Other contract types include:
1) Contracts impacting existing plant operations [l 2) site development

contracts [l 3) other contracts [l and 4) miscellaneous purchase

orders |

Public Service’s indirect costs account for [l of total project costs. Portions of
the indirect budgets have been allocated to various other accounts. Examples of
these allocations include the engineering and design budget, where a portion of
the original is allocated to the BOP contract and a portion to our Owner’s
engineer contract. Another example is the material and labor escalation budget.
This budget is allocated to all of the equipment purchases and labor contracts to
bring the cost basis of the original estimate from 2003 dollars to actual contract
doliar amounts. Another exampie is the tax budget. This budget, with the
exception of the initial payment to the City of Pueblo, is allocated to all of the

contracts with taxable material and equipment. During the development of the

June 1, 2010 11
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bid packages for the major contracts, Xce! Energy began to allocate these
indirect costs into the proper contract packages. These values are indicated as
the budget amounts listed in the descriptions for each contract awarded to-date

and shown in Highly Confidential Attachment 5.0.

In order to property manage the project budget, costs were formatted into the
method used to contract for the work, as opposed to the method we used to
develop our initial overall project cost estimate. We have a detailed database
that tracks our original PUC estimate previously filed under seal with the PUC as
Highly Confidential Exhibit 87 to the current contracting approach. This database
tracks all costs incurred back to the original cost estimate, will be used for the
duration of the project and is available for future auditing purposes by
Commission Staff. Reports are filed based on the contracting method used for

the project to streamline reporting efforts to the Commission and to our partners.

PROJECTED VS. ACTUAL CONSTRUCTION SCHEDULE
The project achieved an in-service date of May 8, 2010 for Comanche 3, which is
a four month slip from previous information filed in the Application for a
Certificate of Public Convenience and Necessity in Docket No. 04A-216E. We
have experienced schedule challenges mainly caused by the Boiler tube failures,
boiler feed pump failures and the BOP contractors poor craft productivity, which

is pushing the Mechanical and Substantial Completion dates for the plant later

June 1, 2010 12
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than the original plan. A current Level 2 Critical Path Schedule is included as

Attachment 6.0. Start-up activities are currently in progress.

STATUS OF PERMITS
A complete list of permits required and issued for the Comanche Project is

included as Attachment 10.0.

DESIGN OR SCOPE CHANGE ORDERS
We are tracking changes on conditions that have the potential o impact the
project budget. For this reporting period, there are no adjustments to the
previously submitted Revised Construction Cost Estimate included as Highly
Confidential Attachment 11.0. A list of all previously submitted adjustments by
type is included as Highly Confidentiai Attachment 12.0. These adjustments are

defined in Highly Confidential Attachment C of the Settlement Agreement.
The Escalation section of this report provides an explanation of the trends in
commodity indices and foreign currency exchange rates that have impacted the

project budget.

Respectfully submitted this 1st day of June, 2010.

June 1, 2010 13
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ATTACHMENTS

8.0 Unit 3 Level 2 Schedule
7.0 Bid Evalvations
8.0 Force Majeure
9.0 Escalation Provisions
10.0 Permitting Status
13.0 Progress Photos
June 1, 2010 14
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ATTACHMENT NO. 7.0

ATTACHMENT 7.0 - BID EVALUATIONS

No major contracts have been awarded on the Comanche Expansion Project
since December 1, 2009.

Schedule KMRQCPIZ)11 9



ATTACHMENT NO. 8.0

ATTACHMENT 8.0 - FORCE MAJEURE

No major contracts have been awarded on the Comanche Expansion Project
since December 1, 2009.
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ATTACHMENT NO. 8.0

ATTACHMENT NO. 9.0 - ESCALATION PROVISIONS

No major contracts have been awarded on the Comanche Expansion Project
since December 1, 2008.

00
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Attachment 10 - Permitting Status

Permit Description

Permit #

Date Issued/Date
Modified

Expirations Date

Alr Permits

Construction permit - Haul Roads

04PB1022

7/5/2005, 5/15/2009

Construction permit - Fty Ash, Flue Gas
Desulfurization Waste and Spent Sorbent
Handling and Storage

04PB1021

7/5/2005

Construction Permit: Sorbent Handling
Qperations for Units 1, 2, and 3

04PB1020

7/5720056

Construction Permit: Lime Handling
Operations for Units 1, 2, and 3

04PB1019

7/5/2005, 9/112/2007

Construction Permit: Recycle Ash Handling
for Units 1, 2, and 3

04PB1018

7/5/2005, 11/7/2008

Construction Permit: Coal Storage and
Handli

04PB1017

7152005, 8/12/2007

Construction Permit; Cooling Water Tower
(hybrid design)

04PB10186

7/5/2005, 12/8/2008

Construction Permit: Unit 3 Supercritical
Pulverized Coal Fired Boiler (equipped) with
dry-low Nox burners, over-fire air, selective
catalytic reduction, lime spray dryer, Sorbet
injection, and baghouss)

04PB1015

7/5/2005, 2/22/2010

Construction Permit: Unit 2 - lime spray dryer
and low Nox bumers

11PBASI

7/5/2005

Construction Permit: Unit 1 - [ime spray dryer
and low Nox bumers

04PB1439

7/512005

Construction Permit: Emergency Generator

08PB1178

12/8/2009

Land Development Permit - Land
Development activities associated with site
reparation

06PBO254L

5/19/2005

6/1/2010

Boiler Evaporation Permit - Authorization for
evaporation of pond water in Unit 1 and 2
boilers

05PB0418

7/6/2005

2/1/2006, Work Completed
no extention to permit
required

Wastewater Permits

Construction Stormwater Discharge Permit -
Discharge of Stormwater from Construction
Area

COR-020496

7/1/2007

8/30/2012

Construction Dewatering Permit-Discharge of
roundwater encountered during construction

COG-071993

8/11/2005

12/10/2009

Authorization to discharge construction
dewatering and hydrostatic test water to
existing wastewater treatment system

Authorization in a letier

8/15/2005

Construction Dewatering Permit-Comanche
Arkansas River intake structure
reconstruction

COG-072773

5/21/2008

Waste Permits

Special Use Permit: Issued by Pueblo County
for disposal of evaporation pond materials

#2005-008

5/25/2005

Special Use Permit: Issued by the City of
Pueblo for ash disposal expansion

#058-2005

972772005

Other

FAA Stack Height Permit

7/1/2005
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Attachment 10 - Permitting Status

Permits to ba obtained
from Pueblo Regional
Building Department
through the design
process. Permits to be in
place prior to starting
Va iding Permit; Construction.
0514930~ Misc. Permit
0516186 Bidg. Permit
Foundations, 0518404
Misc. Permit, 0518777
- Stack Chimney Bldg. Permit 812272005
- GConstruction Trailers 0607010 Bkdg. Permit 412712006
- Turbine Building 2007
- Field Erected Tanks 2007
- PDC- Buildings 2007
County Grading Pemmit Authorization in Letter 7/7/2005
County Access Agreement 9/8/2005
County Access Road Construction Permit -  |Application Submitted on
Fugitive Dust) 4/13/06 9/6/2008
County Access Road Stormwater Permit COR-039724 6/30/2007
Access Road Stormwater outfall to Arkansas
River. Nationwide Permit No. 7 - Outfall Action Number 2005
Structure 00795 1/24/2006
Access Road Stormwalter crossing of Salt
Creek: Nationwide Permit No 14 - Linear Action Number 2005
Transportation Projects 00795 1/24/2006
CDOT Accass Permit CDOT # 208015 2/2/2006
Notice to Proceed on Access Permit from
CDOT 21212006
Unit 3 CPCN 1/21/2005
|Annexation 9/12/2005
| Water Agreement 7/20/2005
Labor Agreement 6/6/2005
Partnership Agreement 4/8/2005
Environmental Agreement 12/3/2004
Transmission Facilities Study 3/8/2005
Interconnection Agreement 6/10/2005
[Transmission CPCN 9/19/2006

0075
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ATTACHMENT NO. 13.0
Progress Photos
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ATTACHMENT NO. 13.0
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Baffles Installed
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CERTIFICATE OF SERVICE, .- -1 P4 %"

Docket No. 05M-511E -~

| hereby certify that on this, 1*' day of June, 2010, the original and seven (7) copies of
the Public Version of the Semi-Annual Progress Report — Comanche 3, dated
June 1, 2010 along with the original and seven (7) copies of the Highly Confidential
Version of the Semi-Annual Progress Report - Comanche 3, dated June 1, 2010

were served via hand delivery on:

Doug Dean, Director
Colorado Public Utilities Commission

1560 Broadway, Suite 250
Denver, CO 80202

Copies of the Public Version of the Semi-Annual Progress Report —
Comanche 3, dated June 1, 2010 were hand delivered and/or placed in the U. S. Mail
postage pre-paid, addressed to all Parties on this service list.

Copies of the Highly Confidential Version of the Semi-Annual Progress
Report - Comanche 3, dated June 1, 2010 were hand delivered to those persons on

this service list with a “#” beside their name;

#'Stephen W. Southwick

First Assistant Attomey General
Office of the Attomey General
1525 Sherman Street, 5 Floor
Denver, CO 80203

Stephen. southwick@state.co.us

#*P. B. Schechter
Rate/Financial Analyst

Office of Consumer Counsel
1560 Broadway, Suite 250
Denver, CO 80202
Pb.schechter@dora.state.co.us

#*Sharon Podein

Public Utilities Commission

1560 Broadway, Suite 250
Denver, CO 80202
Sharon.podein@dora.state.co.us

#*Ronald Davis

Public Utilities Commission
1560 Broadway, Suite 250
Denver, CO 80202
Ronald.davis@dora.state.co.us

*Karl Kunzie

Public Utilities Commission
1660 Broadway, Suite 250
Denver, CO 80202

Kar.kunzie@dora.state.co.us

#*Eugene Camp

Public Utilities Commission
1560 Broadway, Suite 250
Denver, CO 80202
Eugene.camp@dora.state.co.us
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#*Robert Bergman

Public Utilities Commission
1560 Broadway, Suite 250
Denver, CO 80202
Bob.bergman@dora.state.co.us

#*David Nocera

Assistant Attorney General
Business and Licensing Section
1525 Sherman Street, 5th Floor
Denver, CO 80203
Dave.nocera@state.co.us

*John L. Kemp

605 West 9" Place

Glenwood Springs, CO 81601
lilakemp@comcast.net

* Denotes persons who have signed
non-disclosure agreements

Ko stileo, 2N Lt
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We Power and Bechtel Power Corporation announce settlement of claims Page 1 of 2

Print This Page

Date: Dec. 21, 2008
Company: We Energies

We Power and Bechtel Power Corporation announce settiement of claims

Settiement keeps focus on completion of the largest construction project in Wisconsin
history

MILWAUKEE - We Power LLC, a subsidiary of Wisconsin Energy Corporation (WEC) that builds and
owns electric generating units, and Bechtel Power Corporation today announced an agreement
that settles all pending clalms between them regarding the new coal-fueled units that have been
under construction in Oak Creek, Wis.

Bechtel filed a formal claim in December 2008 seeking schedule and cost relief under the lump
sum, turnkey contract. Through an amended claim, Bechtel had been seeking a contract price
adjustment of approximately $515 million and schedule relief of seven months and four months,
respectively, for the completion of Unit 1 and Unit 2.

The settlement includes the following elements:

1. We Power will make a series of payments to Bechtel totaling $72 million between now and
the final completion of both units.

2. Bechtel will receive 120 days and 60 days of schedule relief from the original guaranteed
turnover dates for Unit 1 and Unit 2, respectively. The original guaranteed turnover date for
Unit 1 was Sept. 29, 2009, For Unit 2, the original guaranteed turnover date was Sept. 29,
2010.

3. We Power and Bechtel have resolved 2ll pending claims against each other,

“Over the past 12 months, both We Power and Bechtel have devoted a significant amount of time
and resources to analyzing the numerous issues involved,” sald Rick Kuester, executive vice
president of Wisconsin Energy. "We have reached this agreement, in large part, because we
recognize the severe weather Issues Bechtel faced over the past three years - and in particular,
the winter of 2007-08 when the Milwaukee area was hit with nearty 100 inches of snow.”

Kuester added that he is pleased with the progress Bechtel is making on the project. “We
appreciate their dedication in continuing the work through what has been a difficult dispute

process.”

*At Bechtel, we recognize this settiement as a positive step forward for both organizations,” sald
Jack Futcher, president, Bechtel Power. "Bechtel Is proud of our accomplishments at the Oak
Creek site. We look forward to delivering a successful project,” Futcher added.

Construction of the Oak Creek expansion project began on June 29, 2005. Bechte! is now
conducting performance tests on Unit 1. The revised guaranteed turnover date for Unit 1 Is Jan.
27, 2010. However, Bechtel is now targeting turmover of the unit by mid-January 2010. The
second unit at Oak Creek Is targeted for turnover at the end of August 2010.

Currently, there are approximately 1,900 workers on site. The overall project is approximately 91
percent complete. The plant expansion includes two 615-megawatt coal-fueled generating units.
These units are being equipped with state-of-the-art emission-control technology, making the Oak
Creek facility one of the cleanest plants of its type In the world.
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We Power is a Milwaukee-based subsidiary of Wisconsin Energy Corporatjon (NYSE: WEC)
established as part of the company’s Power the Future plan to help address Wisconsin’s need for
electnical energy in an environmentally responsible manner. Under the Power the Future plan, We
Power will own approximately 2120 megawatts of new gas- and coal-fueled electric generation to
help ensure a reliable and affordable electric supply for the next decade.

ABOUT BECHTEL

Bechtel is one of the world’'s premier engineering, construction, and project management
companles. Since its founding in 1898, Bechtel has worked on more than 22,000 projects in 140
countries on all seven continents. For well over half a century, Bechtel has been a leader In
designing, building, and modernizing power plants and advancing innovative power generation
technologies. Today, Bechtel’s 44,000 employees are teamed with customers, partners, and
suppliers on hundreds of projects in nearly 50 countries.

Forward-Looking Statements

Certain statements contained hereln are “forward-looking statements™ within the meaning of the Private Securities Litigation
Reform Act of 1995. These statements are based upon management's current expectations and are subject to risks and
uncertalnties that could cause actual results to differ materially from those contemplated in the statements. Readers are
cautioned not to place undue rellance on these forward-looking statements. Forward-looking statements indude, among other
things, statements concerning management's expectations and projections regarding the timing of the tumover of the Units.
Factors that could cause actual results to differ materially from those contemplated in these forward-looking statements Indude,
but are not limited to, (1) construction delays caused by, among other things, shortages of or the Inability to obtaln labor or
materlals, the inabillty of contractors to perform under their contracts, strikes or adverse weather conditions, (ii) legal
challenges, (iii) changes in applicable laws or regulations and (iv) adverse interpretation or enforcement of permit conditions,
laws and regulations by permitting agendes, as well as other factors described under the heading "Factors Affecting Results,
Liguidity and Capital Resources” in Management's Discussion and Analysis of Financia)l Condition and Resulis of Operations and
under the headings "Cautionary Statement Regarding Forward-Looking Information™ and "Risk Factors” contained in Wisconsin
Energy Corporation's Form 10-K for the year ended Dec. 31, 2008 and other factors described In Wisconsin Energy's subsequent
reports filed with the Securities and Exchange Commission. In some cases, forward-looking statements may be identified by
reference to a future perlod or periods or by the use of forward-leoking terminology such as “anticipates,® "believes,”
*estimates,” "expects,” “forecasts,” ‘guldance,” “intends,"” "may," "abjectives,” "plans," "possible,” "potential,”" "projects,”
“targets” or similar terms or varlations of these terms. We expressly disclalm any obligation to publicty update or revise any
forward-looking statements, whether as 8 result of new Information, future events or otherwise.

http://wecnews. wisconsinenergy.com/news/newsrel/pages/newsrelease 149  Schedule KMR20 0083
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Bechtel seeks nearty $500 milllon related to delays In Wisconsin plant construction
Tvesday, Decombrar 30, 2008 1:03 PM ET
By Wayne Barber

rTools—

SEGe

Bechial Power Corp., the lumkey conraclor developing two new coal-fired units for some Wisconsin
utiliies, has asked for neasty $500 milbon M “schedule and cost relfief” because of weathear delsys

and (abor shorlages. Related Companios
Relntor Dacumonis
Bechtals claims, which had baen anticipated, were dsscribed in 8K filings with the SEC from Related Artitlos
Whsconsin Energy Corp, and MGE Energy inc. subsidiary Madisop Gas ang Elecin Co.
Relateg Power Plants

Two supercritical pulverized coal units with 615 MW each are being buall geide Wi in Enecgy subsidiary onsin Electr ‘s
existing Oak Creak plant. The new units are referred to as the Qak Creek expansion and the Elm Rogd Generaling Station. Bechtel is the

engingaring, procuremenl and conslrucion contraclor for the projecl.
Wisconsin Energy owns more than 83% of twe Qak Creek expansion, and MG&E and WPPI Energy each owns an 8.33% share.

Wiscansin Energy in its 8-K fling, d2iad Dec. 22, said Bachie) coninues to target 8n in-sarvice dale for unit 1 Ihree months beyond the guaranteed
conlract dsde of SepL 29, 2009, and an in-sarvice date for UNit 2 ane monif sarier lhan Lhe guaranieed contracl dals of Sep. 29, 2010.

A ding to ihe uiity y fiings, Bachie! I3 making (wo claims for cosl reliel. The larger, for $413 mdlion, I3 Jor additional cosis based on the
impaci of gavers weathar and Jab Yatad mattecs. The g, lor $72 milion. s relaled (o effects of changas ordered by Elm Road Sevvices LLC,
or ERS, the projact manager.

MGS.E said inils §-K fling, submitted Oec. 23. (hai its share for the two claims would ba about $40.4 million.

Tha larger of Bachiars claims includes $45 million of projecied fulure cosls in sddion 1o those alrsady incurred, Wisconsin Energy saio in its 8-C

Bechtel cites extrema winds from September 2008 ihrough Apri 2007 as weod as b from D o 2007 through April 2008 and rainsiorms
in Juna 2008.
Bechtel ds thal Inese wealher events ilisd evanis of force majeurs. "We will conduct 8 detalied analysis of Bechiel's force majeure claim

to detarmine whather 8echital )5 enlilled lo any schedule refief as a resiit of thase weather events,” Wisconsin Enargy saig.

Wi in Energy disp Bechtsl ctalm for increased coste

“We beliave Bachtel's request for cos! relief redated 10 its daim of force majaure ks without ment,” Wisconsin Energy $843 in the 8- “Bechisl alsd
claims that Inese same wealher evenis conslituted changed local conditions that i could not heve biy fo and thal d it to ineur
adgitional costs. We believe Lhat the ctaim (or addhional cosls and acheduls reNef based on 3 change in local conditions is withoul meriL*

The tabor lssue, Wisconsin Energy said, is that Bechliel claims thersa was a significant shorlage in the avallabilily of crafi labor as well 85 significant
incre@ses in compeling projects that drove up We overtime and per drems alegedly Y to aitract . Bachisl also ciles "alleged
regirictions that cur Project Labor Agreamant placed on Sachlel's abdlity 1o atiract and relain crafl (abor. Bachiel describes hese as changed local
conditiong for which il believes we shouwld bear the risk,” Wisconsin Enaergy $8:3. "Under the lorms of the Conlract, we agreed Lo accept labodr-relsted
risk only as to wage escalation in excess of 4% y a5 d by published wapa bulleting. Therelare, we telieve that this claim is withou(
meM.”

The 3econd claim for rolied 15 based on several actions related 1o delays in the issuanca of a full nolice 16 proceed™ with construction, which came in
July 2008,

"We bedeve Lhal this claun is without merit.” Wisconsin Energy said in Gwe 8K, "Wa beleve Bechisl was fully p d for savy and all impacts of
lhe dedsyed siarl as indicaled In cerlain change orders anered In(o bats ERS and Bechte! prior 1o the slar of construction of the Oak Creek
sxpansion. Further, we do nol believe tha( Ihe Contract provides (or relied based upan lhe Jative impact of change ordess.”

The only croumsiances for which the utiiities relaim price adjustmant fsk "are force majeurs, wege ascalation in axcess of 4% annually as measured
by published wage bullsting, delays caused by ERS, changes In scope or parformance requested by ERS and unforesesn sub-surface ground
conditions,” MG&E sald in its filing.
Wiscongin Energy also said the Sachisl claim 3howld have no npact on o planned dividend increass in January 2009,
Users who repd 1his story also read:

« Ameren lasts llinois Basin coal at Coffean stalion - Friday, Septembar 11, 2009 6:41 AM ET

« CMS Enargy confident it can win approval for Bay City coal plant - Friday, Ssplember 11, 2009 3:32 PM £T

e Syracuse Energy adding scrubbar to New York coat plan( - Thusday, September 17, 2003 9:41 AMET

= NRG to shut 2 Indian River coal units, retrofit 2 others under Delaware order « Tiwradsy, Octaber 15, 2003 9:53 AM ET
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®» FirstEnergy, PennFutura reach consent decree on Mansfield coal plant -~ Thursday, Octader 15, 2009 5.0 PM ET
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PSC REF#:131969

waenergies
231 W. Michigan Street
Mitwaukee, Wi 53203
WWW.WE-energies.com
May 21, 2010
Ms. Sandra J. Paske
Secretary to the Commission
Public Service Commission of Wisconsin
Post Office Box 7854
Madison, WI 53707-7854
Dear Ms, Paske:
Application for Approval of Affiliated Interest Agreements 05-AE-118
Between Wisconsin Electric Power Company and Elm Road
Generating Station

Article 5.2 of Schedule 3.1(a) to the Elm Road I and I Facility Lease Agreement between Elm
Road Generating Station Supercritical, LLC, as Lessor, and Wisconsin Electric Power Company,
as Lessee, requires a written report from the Independent Evaluator (R. W. Beck) after each
Milestone has been achieved. The Independent Evaluator must opine as to whether the Lessor
has achieved each Milestone and whether Aggregate Construction Costs incurred by the Lessar
as of the date of the achievement of the Milestone appear to predict that the Aggregate
Construction Costs will not exceed the Approved Amount. Attached is the report from R. W.
Beck in response to the third Milestone, the date on which the boiler first fires, having been
achieved April 20, 2010.

If you have any questions concerning this project, please contact Paul Farron at (414) 221-3958.

Very truly yours,

L,

Roman A. Draba
Vice President, Regulatory Affairs and Policy

cc: Mr. Jeff Kitsembe] - PSCW
Mr. Robert Norcross - PSCW
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Elm Road Generating Station Unit 2 Third
Milestone Report -
First Fire

Prepared for
Public Service Commission
of Wisconsin

May 18, 2010

RWECK

An 3AJC Compaay
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ELM ROAD GENERATING STATION UNIT 2
THIRD MILESTONE REPORT -
FIRST FIRE

Table of Contents
1.1 Introduction... .- e eeeem to e ettt b e aes st eeeeseneramneassenemenmmnarannenes]
1.2 Unit 2 First Fu‘e Mllestone ........................................................................... 2
1.3 Aggregate Construction COoStS .......ccc.oomeiieviinircreee e 2

This report has been prepared for the use of the client for the specific purposes identified in the
report. The conclusions, cbservations and recommendations contained herein attributed to
R.W. Beck, Inc. (R. W.Beck) constitule the opinions of R. W.Beck. To the extent that
statements, information and opinions provided by the client or others have been used in the
preparation of this report, R. W. Beck has relied upon the same to be accurate, and for which no
assurances are intended and no representations or warranties are made., R. W. Beck makes no
certification and gives no assurances except as explicitly set forth in this report.

Copyright 2010, R. W. Beck, inc.
All fights reserved.
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Elm Road Generating Station Unit 2
Third Milestone Report -
First Fire

1.1 Introduction

Wisconsin Electric Power Company (“WEPCO”) has entered into contractual
agreements with Elm Road Generating Station Supercritical, LLC (“ERGS”) whereby
ERGS will construct and subsequently lease the two units of the Elm Road Generating
Station to WEPCO. ERGS is a wholly-owned subsidiary of W.E. Power, LLC, an
affiliate of WEPCO. The Public Service Commission of Wisconsin ("PSCW")
approved the lease agreements entered into by WEPCO and ERGS.

Pursuant to terms of the lease agreements, WEPCO retained R. W. Beck, Inc.
(“R. W. Beck”) to serve as Independent Evaluator to review the development and
construction of the Elm Road Generating Station Units 1 and 2 (the “Units”). ERGS,
is a co-owner of each of the Units, with MGE Power Elm Road, LLC (“MGR
POWER”) and Wisconsin Public Power, Inc. (“WPPI"), together the “Owners”. MGE
Power and WPPI have each acquired minonty interest in the Project. The Owners
have retained ERGS’ affiliate, Elm Road Services, LLC (“ERS"), as their agent to
provide construction management services for the Project. ERS has managed the
development and design of the Project in collaboration with WEPCO who will
ultimately lease ERGS’ interest in each of the Units and operate the Facility.

As described in Article 5 of Schedule 3.2(a) of the Elm Road Unit 2 Facility Lease,
the Independent Evaluator shall:

“within thirty (30) days of receipt of each written notice required by Section
3.2(b) of the Facility Lease, deliver a written report (each a "Milestone Report")
to Lessor and Lessee, with a copy to the PSCW, in which the Independent
Evaluator opines as to whether Lessor has achieved each Milestone and whether
Aggregate Construction Costs incurred by Lessor as of the date of achievernent of
the Milestone appear to predict that the Aggregate Construction Costs will not
exceed the Approved Amount. The Independent Auditor shall also report any
adjustments which need to be made in order for the Project to be completed
consistent with the CPCN Approval, Good Utlity Practice, commercial
reasonableness and with Aggregate Construction Costs equal to or less than the
Approved Amount.”

The four Construction Milestones for each Unit listed in Schedule 3.2(a) to the Elm
Road Facility Lease are: the Decommissioning Completion Date, the date the steam
turbine has been delivered to Parcel 1, the date on which the boiler first fires; and the
Scheduled Commercial Operation Date.

W JECK

Ab BAIC Cospany
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Elm Road Generating Station Unit 2
Third Milestone Report - First Fire

1.2 Unit 2 First Fire Milestone

R. W. Beck has periodically attended Contractor (“Bechtel Power Corporation™)
Monthly meetings at the ERGS Unit 1 and 2 Construction site. The meetings cover
construction issues and progress, engineering, procurement, schedule, and contractor
administration. During recent meetings, walk through site tours were conducted with
the ERS construction manager to view construction activities, dock, coal handling,
switchyard, power block, and common facilities. On April 22, 2010, R. W. Beck was
notified that the Unit 2 First Fire milestone was successfully achieved. Subsequently
R.W. Beck reviewed documentation of the Unit 2 First Fire activities, and it is R. W.
Beck’s opinion that the third milestone, First Fire on natural gas, was successfully
achieved on Apnl 20, 2010.

1.3 Aggregate Construction Costs

The Approved Amount is defined in each of the Facility Leases as:

‘“....the total amount of actual Construction Costs incurred by or on behalf of
Lessor as of the Lease Effective Date but in any case not to exceed an amount

equal to:
(a) $1,453,352,800 [Unit 1 Facility Lease] $737,673,260 [Unit 2 Facility
Lease], plus

(b) any Construction Costs in excess of (a), but in any case not to exceed five
percent (5%) of (a), which are prudently incurred and approved by the PSCW
(c) any Construction Costs in excess of (a), which are incurred by or on behalf
of Lessor due to an Excused Event, an event of Force Majeure or Event of
Loss, which Construction Costs are prudently incurred and approved by the
PSCW in advance of being recovered in the Rent payments,

(d) provided, however, the Approved Amount shall not exceed actual
Construction Costs incured by or on behalf of Lessor.”

Therefore, the total Approved Amount for Unit 2 is $737,673,260 plus 5 percent
(subject to PSCW approval), or $774,556,923, plus costs resulting from Excused
Events, events of Force Majeure, or Events of Loss provided such costs are prudently
incurred and approved by the PSCW.

ERS’ Aggregate Construction Costs upon completion of Unit 2 contains a number of
cost uncertainties which has decreased the likelihood that the Aggregate Construction
Costs as completed will be within the Approved Amount. Major cost increases
include the settlement of Force Majeure clayms from ERS’ Contractor related
primarily to adverse weather impacts. ERGS may be entitled to recover such costs
related to the settlement pursuant to the terms of the Lease as they resulted from
events of Force Majeure. Although Force Majeure costs are included in the Approved
Amount, they are subject to the approval of the PSCW, such that final Aggregate
Construction Costs may not be resolved until after the completion of Unit 2. With this

2010-05-18 ERGSTHIRDMILESTONEFINAL DOC  $/21/)0 R. W. Beck 2
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Elm Road Generating Station Unit 2
Third Milestone Report - First Fire

uncertainty, and based on information provided by ERS, it is R. W. Beck’s opinion
that the final Aggregate Construction Costs for Unit 2 may exceed the $737,673,260
plus 5% ($774,556,923) amount by approximately three percent.

0091
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PSC REF#:128266

we energies

231 W. Michigan Street o
Milwaukee, WI 53203 aa
WWW.W8-8nergies.com 5 2
8
Sa
SE
March 12, 2010 Su
-8
Ms. Sandra J. Paske g9
Secretary to the Commission o=
Public Service Commission of Wisconsin R
Post Office Box 7854 =9
Madison, WI 53707-7854 .
Dear Ms. Paske:
Application for Approval of Affiliated Interest Agreements 05-AE-118

Between Wisconsin Electric Power Company and EIm Road
Generating Station

Article 5.2 of Schedule 3.1(a) to the Elm Road I and II Facility Lease Agreement between Elm
Road Generating Station Supercritical, LLC, as Lessor, and Wisconsin Electric Power Company,
as Lessee, requires a written report from the Independent Evaluator (R. W. Beck) after each
Milestone has been achieved. The Independent Evaluator must opine as to whether the Lessor
has achieved each Milestone and whether Aggregate Construction Costs incurred by the Lessor
as of the date of the achievement of the Milestone appear to predict that the Aggregate
Construction Costs will not exceed the Approved Amount. Attached is the report from R. W.
Beck in response to the fourth Milestone, the scheduled commercial operation date, having been
achieved February 2, 2010.

If you have any questions conceming this project, please contact Paul Farron at (414) 221-3958.

Very truly yours,

Roman A. Draba
Vice President, Regulatory A ffairs and Policy

cc: Mr. Jeff Kitsembel - PSCW
Mr. Robert Norcross — PSCW
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Elm Road Generating Station Unit 1
Fourth Milestone Report -
Commercial Operation

Prepared for
Wisconsin Electric Power Company

March 11,2010
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ELM ROAD GENERATING STATION UNIT 1
FOURTH MILESTONE REPORT -
COMMERCIAL OPERATION

Table of Contents
1.1 Imtroduction... vl
1.2 Unitl Commermal Operatlon TR 2
1.3 Unit 1 Performance and Errussmns Testmg 2
1.4 Aggregate Construction Costs ... 2

This report has been prepared for the use of the client for the specific purposes identified in the
report. The conclusions, observations and recommendations contained herein attributed to
R. W. Beck, Inc. (R W. Beck) constitute the opinions of R. W. Beck. To the extent that
statements, information and opinions provided by the client or others have been used in the
preparation of this report, R. W. Beck has relted upon the same to be accurate, and for which no
assurances are intended and no representations or warranties are made. R. W. Beck makes no
certification and gives no assurances except as explicitly set forth In this report.

Copyright 2010, R. W. Beck, Inc.
All rights reserved. ’
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Elm Road Generating Station Unit 1
Fourth Milestone Report -
Commercial Operation

1.1 Introduction

Wisconsin Electric Power Company (“WEPCO”) has entered into contractnal
agreements with Elm Road Generating Station Supercritical, LLC (“ERGS”) whereby
ERGS will construct and subsequently lease the two units of the Elm Road Generating
Station to WEPCO. ERGS is a wholly-owned subsidiary of W.E. Power, LLC, an
affiliate of WEPCO. The Public Service Commission of Wisconsin ("PSCW")
approved the lease agreements entered into by WEPCO and ERGS.

Pursuant to terms of.the lease agreements, WEPCO retained R. W. Beck, Inc.
(“R. W. Beck™) to serve as Independent Evaluator to review the development and
construction of the Elm Road Generating Station Units 1 and 2 (the “Units”). ERGS,
is a co-owner of each of the Units, with MGE Power Elm Road, LLC (“MGE
POWER") and Wisconsin Public Power, Inc. (“WPPI”), together the “Owmners”. MGE
Power and WPPI have each acquired minority interest in the Project. The Owners
have retained ERGS’ affiliate, EIm Road Services, LLC (“ERS”), as their agent to
provide construction management services for the Project. ERS has managed the
development and design of the Project in collaboration with WEPCO who will
ultimately lease ERGS’ interest in each of the Units and operate the Facility.

As described in Article 5 of Schedule 3.2(a) of the Elm Road Unit 1 Facility Lease,
the Independent Evaluator shall:

“within thirty (30) days of receipt of each written notice required by Section
3.2(b) of the Facility Lease, deliver a written report (each a "Milestone Report')
to Lessor and Lessee, with a copy to the PSCW, i which the Independent
Evaluator opines as to whether Lessor has achieved each Milestone and whether
Aggregate Construction Costs incurred by Lessor as of the date of achievement of
the Milestone appear to predict that the Aggregate Construction Costs will not
exceed the Approved Amount. The Independent Auditor shall also report any
adjustments which need to be made in order for the Project to be completed
consistent with the CPCN Approval, Good Utility Practice, commercial
reasonableness and with Aggregate Construction Costs equal to or less than the
Approved Amount.”

The four Construction Milestones for each Unit listed in Schedule 3.2(2) to the Elm
Road Facility Lease are: the Decommissioning Completion Date, the date the steam

MSECK

An SAIC Compaay
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Eim Road Generating Station Unit 1
Fourth Milestone Report - Commercial Operation

turbine has been delivered to Parcel 1; the date on which the boiler first fires; and the
Scheduled Commercial Operation Date.

1.2 Unit 1 - Commercial Operation

R. W. Beck has periodically attended Contractor (“Bechtel Power Corporation™)
Monthly meetings at the ERGS Unit 1 and 2 Construction site. The meetings cover
construction issues and progress, engineering, procurement, schedule, and contractor
administration. During recent meetings, walk through site tours were conducted with
the ERS construction manager to view construction activities, dock, coal handling,
switchyard, power block, and common facilities. On December 23, 2009 R. W. Beck
was notified that the Commercial Operation milestone date was moved by mutual
agreement between ERGS and WEPCO. R.W. Beck was further notified that the
Contractor and ERS had settled the Force Majeure claims on December 16, 2009. On
February 10, 2010 R. W. Beck was notified of the milestone completion, and it is R
W. Beck’s opinion that the fourth milestone, Commercial Operation, was successfully
achieved on February 2, 2010.

1.3 Unit 1 - Performance and Emissions Testing

R. W. Beck reviewed the “Performance and Emissions Testing — Final Test Report”
dated January 25, 2010. The testing was conducted on January 19, and 20, 2010 and
based on the reported final results of those tests Unit 1 has successfully demonstrated
the guaranteed Net Unit Power and Net Unit Heat Rate. The test results also satisfy
the Air Permit Limits (for the listed pollutants) for Unit 1. The Performance and
Emissions Testing Report was provided by ERGS. R. W. Beck did not independently
verify any of the methods, information or data contained within the report. R. W.
Beck also reviewed the Operability Test report and is satisfied that Unit 1 Facility
successfully passed the 15 day Operability Test.

1.4 Aggregate Construction Costs

The Approved Amount is defined in each of the Facility Leases as:

“....the total amount of actual Construction Costs incurred by or on behalf of
Lessor as of the Lease Effective Date but in any case not to exceed an amount
equal to:

(2) $1,453,352,800 [Unit 1 Facility Lease] $737,673,260 [Unit 2 Facility
Lease], plus

(b) any Construction Costs in excess of (a), but in any case not to exceed five
percent (5%) of (a), which are prudently incurred and approved by the PSCW

(c) any Construction Costs in excess of (a), which are incurred by or on behalf
of Lessor due to an Excused Event, an event of Force Majeure or Event of

2010-03-10 ERGSU | FOURTHMILESTONEFINAL.DOC 3/11/10 R. W.Beck 2
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Elm Road Generating Station Unit 1
Fourth Milestone Report — Commercial Operation

Loss, which Construction Costs are prudently incurred and approved by the
PSCW in advance of being recovered in the Rent payments,

(d) provided, however, the Approved Amount shall not exceed actual
Construction Costs incurred by or on behalf of Lessor.”

Therefore, the total Approved Amount for the Unit 1 Facility (including the New
Common Facilities) is $1,453,800,060 plus 5 percent (subject to PSCW approval), or
$1,526,020,440, plus costs resulting from Excused Events, events of Force Majeure, or
Events of Loss provided such costs are prudently incurred and approved by the
PSCW.

While the Unit 1 Facility has achieved Commercial Operation, ERS continues to incur
costs associated with the completion of certain Punchlist activities. Also, in December
2009, ERS incurred a significant cost in settling a dispute with its Contractor over
certain Force Majeure claims, including costs associated with, among other things, the
harsh winter conditions of 2007/2008. These costs have decreased the likelihood that
the Aggregate Construction Costs for the Unit 1 Facility will be within the
$1,526,020,440 amount. ERGS may be entitled to recover costs related to the
settlement pursuant to the terms of the Lease as costs resulting from events of Force
Majeure. Although Force Majeure costs are included in the definition of Approved
Amount, they are subject to the approval of the PSCW, such that the final Aggregate
Construction Costs for the Unit 1 Facility may not be resolved until after the
completion of Unit 2. Based on information provided by ERS, it is R. W. Beck’s
opinion that the final Aggregate Construction Costs for the Unit 1 Facility, excluding
the settlement amount of $72,000,000 (of which 61,200,000 will be allocated to unit
1), will be less than the $1,526,020,440 amount (105% amount). If the settlement
amount is approved by the PSCW as a Force Majeure cost, then it is R. W. Beck’s
opinion that the final Aggregate Construction Costs will exceed the $1,526,020,440
amount by approximately three percent.
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About Us Markets Services

Eaums & McDomelI > SeMues > Power Generalion > JK SDruee Unit 2

Power Gengration JK Spruce Unﬂ 2

Coal-Fired Generation San Antonio

Gas Turbine & Combined Cyde

Integrated Gasification Combined Cycle .

Engineer-Procure-Construct Client

Owner's Enginecr CPS Energy

Plant Impravements

Combustion Byproduct Management
Nuciear Plant Englineecing

Energy Plant Services

Project Development

Controls Upgrade

Combined Heat & Pawer

Ranawable Energy

mmécrnEscanoms

Jimah Power Project
7L Assessment, review, consulting
l and auditing services for a
&l 2x700-MW coal-firad powet
plant and high-vollage
infgrconnection faciilios in
Johore, Malaysia

Rodemacher Unit 3

8l Owners enpineer services for
Cleco Powers Rodemscher Unit
1 3 aangle sleam lurbine and
two circulaling fiuldized bad
(CFB) scrubbers

JK Spruce Unit 2
Owner's engingec services for

Engineering, Architecture, Construction, Environmental and Consulting Solutions

p://www .burnsmcd.com/portal/page/portal/Internet/Service/Power (Fanarntin=1m

Completion Date
August 2009

Services Provided
Project definition
Contract devetopment
Contract enforcement
Owner's enginesr
Resident services

¢ 0 ¥ @

Project Summary

Bums & McDonne!l is pmvidmg owner's engmeer serwces 1o bultd JK Spruce Unit
2 for CPS Energy. Burnsg & McDonnelfs scope includes project definition, contract
devslopmert, contract enforcement and on-site resident services.

Project Features
+ 100 perceni Powder River Basin (PRB) fuel
» Low emissions

New fabiic fiter

New fimestone wet absorber

New selective calalytic raduction (SCR)

Project Background and Description

City Pubtic Service (CPS) is implementing a profect to engineer, procure, construct,
own and operate a pew nominally rated 750-MW coal-fired electiic power
generating unit af fts existing Calaveras Lake site in San Antonio. The project is
known as JK Spruce Unit 2.

The project is being compieted on a total design-build basis as defined by Texas
regulations. The bid documents were issued in summer 2004.

Bums & McDonnel's scope of services inctudes intial planining, design-buitd
contract devetopment, design-build contract enforcemant and construction
monitoring. As part of the Initiat planning phase, Bumns & McDonnell prepared
studies to evaluate the existing facilifes and 10 assass the feasibiiity of CPS
directives. Scope of the studies included mechanical assessments of flus gas
desulfurization (FGD) technologies, FGD auxilanies, fire water pumps, senvice
water purmnps, condensate polisher and demineralizes. Electrical assessments
included the medium voltage system and utilization of variable frequency drives
(VFDs). Material handling assessments Included the coal handling system and
limastona unloading system. information gathered during tha initiat planning phase
was used in developing the design-build contract.

The new 750-MW coal fired generating tacility will ba engineered and constructed
by others. Bums & McDonnell is defining the design and construction criteria within
the design-build contract. This multiple-volume document will include the technicat
and commearcial terms of the contract. Enforcement of the contract will include
review of the design-build design and monitoring of construction activities.
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