Invenergy Cannon Falls, LLC Project

On Thursday, February 24, 2005, at a public hearing that began at 10:30 a.m., Northern States Power Company d/b/a Xcel Energy ("Xcel Energy" or "NSP") sought Minnesota Public Utilities Commission ("MPUC") approval of a power purchase agreement with Invenergy Cannon Falls, LLC.  ("Invenergy").  Under the PPA, Invenergy could seek to build a 357 MW natural gas fired power plant near Canon Falls, MN.  The full output of the plant would be purchased by NSP to serve its native load, and the plant would be a Designated Network Resource of NSP, a vertically integrated utility.  

Both Xcel Energy and Invenergy have submitted what they believe are the appropriate requests through the Midwest Independent Transmission System Operator, Inc. ("MISO") for interconnection and transmission service.  The Invenergy project is Project #38034-01 in the MISO interconnection queue.  Some preliminary or draft analysis has been made public through the MISO processes and MISO is working on studies related to the requests.

At this hearing, MPUC Commissioners asked Xcel Energy questions regarding issues surrounding transmission interconnection and network upgrades and related infrastructure improvements that may be necessary related to the proposed generating plant.  Specifically, given the lack of definitive information from MISO, Xcel Energy was asked questions by Commissioners regarding what its Transmission Function, in its experience and judgment, believes the costs of and timelines for required interconnection and required network upgrades required may be.  

In preparation for the hearing, Xcel Energy Transmission Function employees provided Xcel Energy's attorney and regulatory affairs employees representing Xcel Energy at the hearing non-public transmission information to respond to possible Commissioner questions which has not been disclosed to Xcel Energy's Wholesale Merchant Function employees or other market participants.  This information is preliminary, based on the experience and judgment of the Transmission Function employees with knowledge of the Xcel Energy transmission system, and does not represent the definitive results that will be produced through the MISO study processes.  Nor is the preliminary information meant to interfere with that process and those studies.  Rather this information was designed to provide the MPUC with answers to their questions that include the informed opinions of the NSP Transmission Function.

Although the information was provided in a public forum, in order to provide comparable and contemporaneous access to this transmission information, Xcel Energy provides the following:

Interconnection:

Based on known construction work with projects having higher MISO interconnection queue placement than the Invenergy project, it is highly uncertain whether the Invenergy interconnection project could be completed in time for the proposed June 2006 generator in-service date.  Initial observations suggest completing such work with the other projects could require extended outages for customers.  However, the MISO Facilities Study process will produce more definitive conclusions, including potentially different conclusions.

Network Upgrades/Transmission Service:

Based on other transmission construction projects expected to come in service and other known constraints and transmission issues, there is a high likelihood that network transmission service for the Invenergy facility could require significant and costly upgrades or mitigation measures, perhaps $50 million or higher, potentially even upgrades that could require state regulatory approvals.  If so, these network upgrades are not expected to be in-service in time for a June 2006 generator in-service date.  However, the MISO Facilities Study process will produce more definitive conclusions, including potentially different conclusions.

Alternatives Sites:

Based on studies to date and on the knowledge and experience of Xcel Energy Transmission Function employees, it is unlikely that a similar 350 MW plant in an alternate location would avoid the significant interconnection and network upgrade transmission issues associated with a location at Cannon Falls.

