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GLOSSARY OF ACRONYMS AND DEFINED TERMS

Acronym/Defined Term

AFUDC
BOP

Capital Services

CEMS
Commission
FBM
FERC
Hale
Harrington
IFC

kV

kW

MSA

MW

NERC

NSP-M

o&M
OAA

Operating Companies

Meaning

Allowance for Funds Used During Construction
Balance of Plant

Capital Services, LLC, an affiliate of Xcel
Energy

Continuous Emission Monitoring System
Public Utility Commission of Texas
Field Bus Modules

Federal Energy Regulatory Commission
Hale Wind Project

Harrington Generating Station

Issue for Construction

Kilovolt

Kilowatt

Master Supply Agreement

Megawatt

North American Electric Reliability
Corporation

Northern States Power Company, a Minnesota
corporation

operation and maintenance
Omnibus Appropriations Act

Northern States Power Company, a Minnesota
corporation; Northern States Power Company, a
Wisconsin corporation; Public Service
Company of Colorado, a Colorado corporation;
and SPS
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Acronym/Defined Term

Plant X Unit 3
PTC

PSA

RFP

RPC
Sagamore
SPP

SPS

TCEQ
Test Year
Tolk

Total Company or total
company

TSA

Update Period
Updated Test Year
Vestas

WBS

Xcel Energy

XES

Meaning

One of four generating units at Plant X
Production Tax Credit

Purchase and Sale Agreement

Rate Filing Package

Regional Planning Committee
Sagamore Wind Project

Southwest Power Pool

Southwestern Public Service Company, a New
Mexico corporation

Texas Commission on Environmental Quality
October 1, 2019 through September 30, 2020
Tolk Generating Station

Total SPS (before jurisdictional allocation)

Turbine Supply Agreement

October 1, 2020 through December 31, 2020
January 1, 2020 through December 31, 2020
Vestas-American Wind Technology, Inc.
Work Breakdown Structure

Xcel Energy Inc.

Xcel Energy Services Inc.
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Attachment

ML-RR-1

ML-RR-2

ML-RR-3

ML-RR-4(V)(HS)

ML-RR-5(V)(HS)

ML-RR-6

ML-RR-7(V)

ML-RR-8(V)(HS)

ML-RR-9

LIST OF ATTACHMENTS

Description

Energy Supply Capital Additions from July 1, 2019
through September 30, 2020
(Filename: ML-RR-1.xlsx)

Energy Supply Capital Additions from October 1, 2020
through December 31, 2020
(Filename: ML-RR-2.xlsx)

Sagamore Wind Project Commercial Operation Notice
Letter
(Non-native format)

Master Supply Agreement between Capital Services,
LLC and Vestas-American Wind Technology, Inc.,
dated September 15, 2016

(Non-native format)

Turbine Supply Agreement between Southwestern
Public Service Company and Vestas-American Wind
Technology, Inc., dated June 15, 2018

(Non-native format)

Sale of Components Agreement by and between
Capital Services, LLC and Southwestern Public
Service Company, dated March 17, 2017
(Non-native format)

Purchase and Sale Agreement between Invenergy and
Southwestern Public Service Company, dated March 9,
2017

(Non-native format)

Engineering, Procurement, and Construction
Agreement by and between Southwestern Public
Service Company, and Wanzek Construction, Inc.,
dated October 13, 2017

(Non-native format)

January 2020 Plant X Unit 3 Economic Analysis
(Non-native format)
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Attachment Description

ML-RR-10 December 2020 Plant X Unit 3 Economic Analysis
(Filename: ML-RR-10.x1sx)
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DIRECT TESTIMONY
OF
MARK LYTAL

I WITNESS IDENTIFICATION AND QUALIFICATIONS

Please state your name and business address.

My name is Mark Lytal. My business address is 790 South Buchanan Street,
Amarillo, Texas 79101.

On whose behalf are you testifying in this proceeding?

I am filing testimony on behalf of Southwestern Public Service Company, a New
Mexico corporation (“SPS”). SPS is a wholly-owned electric utility subsidiary of
Xcel Energy Inc. (“Xcel Energy”).

By whom are you employed and in what position?

I am employed by Xcel Energy Services Inc. (“XES”), the service company
subsidiary of Xcel Energy, as Director, Regional Capital Projects in the Projects
Department of Energy Supply, which is the generation operation and maintenance
(“O&M”) business unit of Xcel Energy.

Please briefly outline your responsibilities as Director, Regional Capital Projects
in the Engineering and Construction Department of Energy Supply.

I am responsible for managing the capital budget process and projects for the SPS
region within the Energy Supply business unit. Thus, I am responsible for the
regional capital budget, schedules, development, and construction for all of SPS’s
electric generating projects. I directly manage the major projects for SPS and
supervise other managers handling smaller projects. My management duties include
safety, technical design selection, engineering and contractor oversight, management

of the bidding process, and negotiation of major equipment supply agreements. I
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work with the Environmental, Regulatory, Engineering and Technical Resources, and
Resource Planning departments to assist with scoping and planning of new
generation and major generation retrofit projects.

Please describe your educational background.

I have a Bachelor of Science in Mechanical Engineering from Texas Tech University
and a Masters of Engineering in Engineering Management from the University of
Colorado.

Please describe your professional experience.

I have 30 years of experience in the utility industry in the design, construction, and
O&M of power generation plants including coal, combustion turbine/combined cycle
facilities, and wind generation. I have worked with Xcel Energy and SPS in
engineering management and production, supervisory, project, and plant engineering
positions. I have served as Director, Technical Resources and Compliance. In that
position, I had oversight of a multi-state, multi-jurisdiction technical team of over
fifty engineers, technical specialists, and compliance specialists. In that role, I
developed, monitored, and adjusted the policies, procedures, and standards needed to
apply comprehensive, effective, and efficient technical knowledge and support of
power plant engineering, operations, and maintenance. I have also provided strategic
direction and leadership of Energy Supply’s internal reliability standard compliance
program and its implementation.

Have you attended or taken any special courses or seminars relating to public
utilities?

Yes. Over my career, I have taken numerous courses and seminars related

specifically to the construction and operation of power plants. [ have given technical
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presentations on high energy piping, general project management, power plant
operations, and maintenance. [ have also completed the New Mexico State
University Center for Public Utilities training on rate cases.

Do you hold a professional license?

Yes. [ am a registered professional engineer in the state of Texas.

Are you a member of any professional organizations?

Yes. [ am a member of the American Society of Mechanical Engineers.

Have you testified before any regulatory authorities?

S S A

Yes. I filed testimony on SPS’s behalf in its last base rate case before the Public
Utility Commission of Texas (“Commission”), which was Docket No. 49831." 1
have also submitted prefiled direct testimony on SPS’s behalf in its two most recent
base rates cases before the New Mexico Public Regulation Commission, and I
submitted prefiled testimony to the Federal Energy Regulatory Commission
(“FERC”) in Docket No. ER20-277. Finally, I have served as an expert witness
during North American Electric Reliability Corporation (“NERC”) Standards audit

engagements in both engineering and leadership capacities.

' Application of Southwestsern Public Service Company for Authority to Change Rates, Docket No.
49831, Direct Testimony of Mark Lytal (Aug. 8, 2019).
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II. ASSIGNMENT AND SUMMARY OF TESTIMONY AND
RECOMMENDATIONS

Q. What is your assignment in this proceeding?
I have several assignments in this proceeding. First, I describe the processes that the
Energy Supply business area uses to select its capital projects and to manage its
capital expenditures.

Second, I present the Energy Supply capital additions that SPS placed in
service during the period from July 1, 2019, which is the first day after the end of the
period for which capital additions were approved in Docket No. 49831, through
December 31, 2020, which is the end of the Updated Test Year (January 1, 2020
through December 31, 2020)? in this case. I will provide the actual dollar amount of
the capital additions for this 18-month period in two steps:

1. Aspart of my direct testimony, I present the actual dollar amount of Energy

Supply capital additions that closed to plant-in-service during the period from

July 1, 2019 through September 30, 2020, the end of the Test Year in this

case. In my direct testimony, I also present the estimated dollar amounts of

Energy Supply capital additions that SPS closed or expected to close to plant-

in-service during the Update Period, which is the three-month period from
October 1, 2020 through December 31, 2020.

2. As part of SPS’s 45-day case update filing, I will provide the actual dollar
amount of Energy Supply-related capital additions that closed to plant-in-
service during the Update Period.

Together, these two pieces of testimony will provide the actual dollar amount of
Energy Supply capital additions closed to plant-in-service during the 18-month

period from July 1, 2019 through December 31, 2020.

2 As explained by SPS witness William A. Grant, SPS is using a historical test year of October 1,
2019 through September 30,2020 (“Test Year”), updated to include information for the period from October 1,
2020 through December 31, 2020 (“Update Period”). This effectively creates an Updated Test Year consisting
of the twelve-month period from January 1, 2020 through December 31, 2020.
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Third, I discuss SPS’s construction of the Sagamore Wind Project
(“Sagamore”), and I explain that the costs SPS incurred to construct Sagamore were
reasonable and necessary. I also demonstrate that the total company costs incurred
by SPS to construct both Sagamore and the Hale Wind Project (“Hale”) are below
the per kilowatt (“kW™) cost cap established by the Commission in Docket No.
46936.°

Fourth, I describe SPS’s proposed changes in the service lives of assets at
three of SPS’s generating facilities: Tolk Generating Station (“Tolk”), Harrington
Generating Station (“Harrington”), and Plant X Unit 3. With respect to those

facilities, I explain that:

e SPS seeks to set depreciation rates for the Tolk generating assets based on a
service life ending in 2032 because of groundwater shortages in the area.*

e Pursuant to an agreement with the Texas Commission on Environmental
Quality (“TCEQ”), SPS has agreed to cease the use of coal at Harrington by
2025, and SPS seeks Commission approval to end the service lives of the
Harrington coal-specific assets at year-end 2024 because they will no longer
be needed after that time.

e SPS seeks Commission approval to set depreciation rates for Plant X Unit 3
based on a service life ending at year-end 2022.

The depreciation rates that SPS has proposed in this case are based on those service
lives.

In addition, I sponsor Schedules H-5.2b and H-5.3b of SPS’s rate filing

package (“RFP”). Schedule H-5.2b presents by generating station the Energy Supply

3 Application of Southwestern Public Service Company for Approval of Transactions with ESI Energy,
LLC and Invenergy Wind Development North America, LLC, to Amend a Certificate of Convenience and
Necessity for Wind Generation Projects and Associated Facilities in Hale County, Texas and Roosevelt County,
New Mexico, and for Related Approvals, Docket No. 46936, Unopposed Stipulation at 6 (Feb. 27,2018).

4 As I explain later in my testimony, SPS will continue to use Tolk assets other than the generating
assets for voltage stability after 2032.
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capital additions that are being added to rate base in this case. Schedule H-5.3b
presents similar data for a five-year historical period, the present year, and projected
for the next three years. SPS will file an updated Schedule H-5.2b in SPS’s 45-day
case update filing to provide the information requested in this schedule through the
Update Period.

Please summarize your testimony and recommendations.

I recommend that the Commission approve the requested amount of SPS’s Energy
Supply capital additions in this proceeding. The Energy Supply capital additions for
the period from July 1, 2019 through December 31, 2020 total $986,682,833 on a
total company basis, with $63,800,501 of that amount attributable to projects placed
in service during the period from July 1, 2019 through September 30, 2020, and
$922,882,332 attributable to projects placed in service or expected to be placed in
service during the period of October 1, 2020 through December 31, 2020. Because
the projects were reasonable and necessary to construct, equip, repair, and maintain
SPS’s generating plants and to provide functional and safe facilities for SPS’s
operations, the Commission should authorize these Energy Supply capital additions
to be included in SPS’s rate base.

The affiliate charges that are included in the Energy Supply capital addition
costs reflect reasonable and necessary costs and services. The charges from SPS’s
affiliates for a particular service are no higher than the charges by that affiliate to any
other entity for the same or similar service, and the services are provided at the

affiliate’s cost. I recommend that the Commission approve these costs.
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I also recommend the Commission approve SPS’s proposal to change the
service lives of the Tolk generating assets, the Harrington coal-specific assets, and
Plant X Unit 3. The depreciation rates approved by the Commission should be based
on those revised service lives.

Were Attachments ML-RR-1, ML-RR-2, ML-RR-9, ML-RR-10, and the RFP
schedules that you sponsor or co-sponsor prepared by you or under your direct
supervision and control?

Yes, as to Attachments ML-RR-9 and ML-RR-10. My staff and I helped prepare the
project descriptions in Attachments ML-RR-1 and ML-RR-2, and SPS witness Mark
P. Moeller and his staff provided the numbers for those attachments. The RFP
Schedules H-5.2b and H-5.3b were also prepared by Mr. Moeller and his staff. My
staff and I have reviewed these attachments and schedules, and we believe them to be
accurate.

Are Attachments ML-RR-3 through ML-RR-8 true and correct copies of the
documents that you represent them to be?

Yes.

Do you incorporate into your testimony the RFP schedules and the portions of
the Executive Summary that you sponsor?

Yes.
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III. SELECTION AND MANAGEMENT OF ENERGY
SUPPLY CAPITAL PROJECTS

Q. Please describe the Energy Supply business area and the work that Energy
Supply performs to support SPS’s operations.

A. The Energy Supply business area is a multi-regional organization of Xcel Energy.
Its primary purposes are the production of electricity and the delivery of that
electricity to the transmission systems of the Xcel Energy Operating Companies,
including that of SPS.’

Q. Does the Energy Supply business area include smaller business units or groups?

A. Yes. The Energy Supply business area consists of:

e an Operations unit that operates and maintains power plants in the Xcel
Energy Operating Companies’ footprints, including the SPS region;

e an Environmental Services organization that supports the environmental
functions of the power plants;

e a Projects unit that provides project and engineering services for capital
additions;

e an engineering and technical support unit for O&M issues; and

e a Business Operations organization that performs asset analysis, budgeting,
reporting, and compliance.

Q. What are the primary business drivers affecting Energy Supply’s capital
expenditures?
A. Multiple factors drive the Energy Supply capital requirements. From SPS’s

perspective, the most significant factors include the age of SPS’s units and the

5 Xcel Energy is the parent company of four utility operating companies: Northern States Power
Company, a Minnesota corporation (“NSP-M”); Northern States Power Company, a Wisconsin corporation;
Public Service Company of Colorado, a Colorado corporation; and SPS (collectively, “Operating Companies™).

Lytal Direct — Revenue Requirement Page 13

RRS - Page 94 of 561



10

11

12

13

14

15

16

17

18

19

20

21

22

increased unit cycling made necessary by the Southwest Power Pool’s (“SPP”)
Integrated Marketplace. Another major driver of capital expenditures for SPS in
recent years has been the construction of new energy resources, such as Sagamore.
Does Energy Supply have a process that determines how capital projects are
evaluated and funded?

Yes. The process begins at the plant level. As each new fiscal year approaches,
plant managers review their systems to identify and submit projects that they expect
to need over a five-year period.® As part of that process, the plant managers review
operational and other data that allows them to identify and quantify how the
proposed project meets specific drivers and criteria. The plant managers specify the
identified information on the project document that they submit as part of the project
evaluation and budgeting process.

What criteria do the plant managers use to evaluate potential capital projects?
The plant managers review and prioritize proposed capital projects using multiple
criteria, including financial metrics such as Present Value of Revenue Requirements.
They also review and evaluate operational factors such as the impacts on unplanned
outage rates, equipment condition, environmental compliance laws and regulations,
efficiency, reliability, capacity, and safety.

Do the plant managers focus on only near-term projects, or do they focus on
both near-term and long-term projects?

They focus on both. Some projects that they evaluate result from an operational

issue requiring a near-term solution, such as an emergent need caused by a failed

¢ In this part of my testimony, I use the phrase “plant managers” as a type of shorthand to encompass

both the actual plant managers and the other employees who assist plant managers in the evaluation process.
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piece of equipment. An example of a near-term project is a failed medium-voltage
motor that requires a replacement or rewind. Other projects may require multiple
years to engineer and execute, such as the replacement of parts on a combustion
turbine after years of operation. New generation projects also typically take years to
plan and construct.

Is there a review process to evaluate the capital expenditure proposals put forth
by the plant managers?

Yes. Plant managers submit their proposed projects to a review committee of
engineers and subject matter experts. Based on a review of the need for a particular
project and the cost estimate for the project, the committee either approves or denies
the request. After a list of proposed projects is approved by that committee, it is
passed on to a Regional Planning Committee (“RPC”) that reviews and evaluates the
list of projects, the ranking attributes, the timing for the expenditures, the project
drivers, the supporting information, and the necessity of the projects.

How does the RPC evaluate and rank the projects submitted by the review
committee?

The RPC assigns numerical points to the various factors considered in the evaluation
process, with all of the points being summed to create an overall score for the
project. The RPC then ranks the projects based on those overall scores to create a
prioritized list of projects, which is then evaluated in light of the available budget for
the next year, the planned unit outage schedule for the next several years, and other
factors such as new environmental regulations. The RPC then makes adjustments to
schedules and budgets as required to account for evolving conditions and factors, and

it proposes a final list of projects that meets the planned budget targets for the next
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five years. This process allows SPS to submit a five-year projection of capital
expenditures with estimated in-service dates to the corporate capital budget process.
Does the RPC have any other role in the capital planning process?

Yes. The RPC meets throughout the year to make adjustments to projects currently
under way and to recommend those “emergent projects” that must be undertaken to
meet operational or business requirements.’

Now that you have described the Energy Supply planning process generally,
please explain how the Energy Supply business area develops cost estimates for
proposed capital additions.

The plant manager prepares the initial cost estimates and includes them in the project
request submitted to the RPC. The RPC then reviews the proposed project cost,
along with the other factors that I discussed earlier in my testimony. Ifthe RPC finds
the project acceptable, the project is assigned to the regional engineering manager,
who then assigns it to a project manager for detailed engineering and development.
During this development stage, enough of the engineering work is undertaken to
arrive at a more precise cost estimate, with the engineering being performed by
internal engineers or by an external engineering organization, depending on the
complexity.

Does Energy Supply have a process to help manage capital costs?

Yes. AsIexplained earlier, a capital project is assigned to a project manager after it

has been approved for execution, with that assignment typically occurring three to

7 As I will discuss in more detail later in my testimony, “emergent projects” are unplanned projects

that become necessary during the course of a budget period because of an equipment failure or other incident
that threatens safety or reliability.
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six months in advance of the first activity required to commence the project. That
gives the project manager time to work with the plant engineering and technical
services personnel and other subject matter experts to review and more fully develop
the final scope, schedule, and monthly cash flow requirements for the assigned
project. As part of that process, the project manager is expected to identify
opportunities to control capital costs.
Is it typical for the Energy Supply organization to use competitive bidding to
manage capital costs?
Yes. When feasible, the project manager solicits competitive bids for the project
work by using the Xcel Energy Supply Chain organization to firm up cost and
schedule data during the engineering and purchasing activities.
Is it possible for the budgeted capital expenditures to change during the
planning process or after the project is underway?
Yes. After a project is funded and begins, the project manager receives weekly or
monthly reports that track actual expenditures and compares such expenditures to the
capital budget for the project. Each month, significant budget variances are noted
and reviewed to determine the cause for the variance and to identify corrective
actions that can be taken. If corrective action is necessary and feasible, it is
implemented. Sometimes the variance is simply a timing issue and no corrective
action is necessary.

In other cases, the budget may need to be amended because the project is
more or less costly than originally contemplated. In such situations, a scope or

budget change order is developed that revises the project to align with the current
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needs. As the Director, Regional Capital Projects, I have reviewed and approved
those types of requests from time to time.

Earlier you referred to “emergent projects.” Please explain what those are and
how SPS budgets for them.

During the course of outage inspections, Energy Supply employees sometimes
discover equipment that needs significant repair or replacement to maintain unit
reliability. In addition, equipment occasionally fails without warning. To ensure that
it has the funding to address those situations, Energy Supply includes an “Emergent
Fund” project for each generating plant when it submits its budget information.
During the year following that budget submission, if equipment fails or if an
inspection indicates that equipment needs significant repair or replacement, the plant
manager submits an “emergent project” request to secure funding for the repair or
replacement.

How are capital project costs captured in the Xcel Energy accounting system?
SPS uses what it calls a Work Breakdown Structure (“WBS”), which Mr. Moeller
discusses in more detail in his direct testimony. Generally speaking, overall capital
projects are recorded at WBS Level 1, whereas sub-projects within the overall
project are recorded at lower WBS Level 2, WBS Level 3, or WBS Level 4.8

How are emergent projects recorded in the WBS hierarchy?

The actual costs incurring during the course of an emergent project are recorded at

WBS Level 4. All of those WBS Level 4 costs are then rolled up to a WBS Level 2

8 T am not an accountant, nor am I an expert on the Xcel Energy accounting systems. I provide this

information only to provide context for my later discussion of WBS levels.
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Emergent Fund project number in the accounting records to track what the Emergent
Fund monies were actually used for.

Is a capital WBS Level 4 order closed as soon as the equipment subject to that
order is placed in service?

No. Frequently, minor work continues after the equipment is placed in service, and
charges can continue for a short period after the in-service date is recognized on a
WBS Level 4 order. These charges can include recognition of the final bills from

vendors, testing of the equipment, and settlement of any disputes.
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IV.  ENERGY SUPPLY CAPITAL ADDITIONS

As part of this rate case, is SPS asking to include Energy Supply capital
additions in its rate base?

Yes. SPS is asking to include in rate base the Energy Supply-related capital
additions that closed to plant-in-service during the 18-month period of July 1,2019
through December 31, 2020. SPS has included these capital additions in its Updated
Test Year rate base. In Subsection A of this section, I address the capital additions
that closed to plant-in-service during the period from July 1, 2019 (the first day after
the end of the period for which capital additions were approved in Docket
No. 49831) through September 30, 2020 (the end of the Test Year). In Subsection B,
I discuss the capital additions that closed to plant-in-service or were expected to
close to plant-in-service during the period October 1, 2020 through December 31,
2020. All of these Energy Supply capital additions support SPS’s ability to provide
safe and reliable electric service to its customers.

Do the Energy Supply capital additions include any significant new projects?
Yes. Sagamore began commercial operation in December 2020. I provide more
details about Sagamore in Section V of my testimony.

Energy Supply Capital Additions for the Period from July 1, 2019
through September 30, 2020

What dollar amount of Energy Supply capital additions is SPS requesting in this
case for the period from July 1, 2019 through September 30, 2020?

For the Energy Supply capital additions for the period from July 1, 2019 through
September 30, 2020, SPS is requesting $63,800,501.05 on a total company basis.

That amount consists of:
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e $57,500,607 of Electric Production capital additions;

e $5,875,731 of Electric Transmission capital additions; and

e $424,163 of General plant capital additions.
SPS witness Stephanie N. Niemi allocates the total company dollar amount among
SPS’s jurisdictions (Texas retail; New Mexico retail; and wholesale) in the cost of
service study she presents.

Q. Have you prepared a list of SPS’s requested Energy Supply capital additions
closed to plant in service during the period from July 1, 2019 through
September 30, 2020?

A. Yes. My Attachment ML-RR-1 lists SPS’s Energy Supply capital additions for the
period from July 1, 2019 through September 30, 2020. Attachment ML-RR-1
contains the information listed in Table ML-RR-1:

Table ML-RR-1
Information Contained in Attachment ML-RR-1

Column A — | WBS Level 4 Provides the WBS Level 4 number for
Number’ the project.
Column B— | WBS Level 4 Provides a short title for the WBS Level
Description 4 number for the project.
Column C — | Asset Class Identifies the type of asset.
Column D — | Witness Identifies the witness supporting the
project.
Column E — | Project Category Provides the project category that is
descriptive of the project’s type.

 As I noted earlier in my testimony, Mr. Moeller discusses the WBS terminology in his direct
testimony.
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Column F — | WBS Level 2 Provides the WBS Level 2 number for
Number the project.
Column G — | WBS Level 2 Provides a short title for the WBS Level
Description 2 number for the project.
Column H— | In-Service Date The month and year the project was
placed in-service.
Column I — | Addition to Plant-in- | The total company dollar amount of the
service (July 2019 — | addition to plant-in-service for the
September 2020) project.
Column J — | XES Charges The amount of charges from XES that
(Included in are included in the total company dollar
Column I) amount of addition to plant-in-service
for the project in Column L.
Column K — | Other Affiliate The amount of charges from affiliates
Charges (Included in | other than XES that are included in the
Column I) total company dollar amount of addition
to plant-in-service for the project in
Column L.
Column L — | Total Affiliate Total of Columns J and K associated
Charges (Included in | with new plant-in-service shown in
Column I) Column L.
Column M — | Total Native Charges | The total native charges associated with
(Column I less L) new plant-in-service shown in Column L.
Within the Total
Additions to Plant-in-
service Shown in
Column I

Q. Please describe the types of Energy Supply-related capital additions closed to

plant-in-service during the period from July 1, 2019 through September 30,

2020.

A. As shown in Table ML-RR-2, the capital additions for this period fall within the

following categories: Reliability and Performance Enhancement, Environmental

Compliance, and New Generation.
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Table ML-RR-2
Energy Supply Capital Investment
for the period from July 1, 2019 through September 30, 2020

(Total Company)
Project Category Capital Additions
Reliability and Performance Enhancement $52,014,186
Environmental Compliance $1,557,667
New Generation $10,228,648
Total $63,800,501

Please describe the types of projects included in the “Reliability and
Performance Enhancement” category.
This category of investment contains the capital additions for maintaining and
enhancing the safety, performance, and reliability characteristics of SPS’s existing
production plant. For example, the replacement of equipment reduces the occurrence
of unplanned outages and helps to maintain a high reliability factor, which reduces
the need for higher cost replacement energy. Additionally, safety projects ensure a
safe workplace for employees and enable SPS to meet the safety standards
established by regulatory agencies. The total investment in this category amounts to
approximately $52 million during the period. Combined, the projects described
below account for approximately 67% of the total capital additions in this category.
The remaining 33% of the projects are similar in nature in that they maintain or
enhance the operational performance and safety of SPS’s generating facilities, which
is integral to SPS’s ability to provide reliable electric service to its customers.
e Cunningham Unit 4 - Rewind Generator - $8,151,542 (Level 4 WBS
A.0001545.129.001.002) This project consists of rewinding the generator

stator and rotor as well as upgrading the high flow blower. This project is
necessary due to an existing generator failure. Siemens has urgently
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recommended replacement of the high flow blower at the same time as the
generator stator and rotor rewinds.

Nichols Unit 3 - Cooling Tower Structure - $4,232,762 (Level 4 WBS
A.0001560.094.001.002) This project completed the replacement of the
cooling tower structure. The cooling tower is over 50 years old and was in
degraded condition, as has been noted in reports by Burns Engineering, plant
engineering, and internal subject matter experts, all of whom opined that
structural replacement should be performed to prevent failure. The
degradation presented significant safety hazards to SPS personnel as well as
possible additional damage to the cooling tower.

Cunningham Unit 2 - Replace Boiler Tubes - $3,961,586 (Level 4 WBS
A.0001545.131.001.001) This project replaced tubes in the front wall upper
arch, four corner burner panels, and a lower rear wall furnace door. It also
required asbestos abatement of the lower furnace starting at the burner
elevation, a boiler chemical clean, and all re-insulation. This work was
necessary due to hydrogen embrittlement damage. The Cunningham Unit 2
boiler had extensive under deposit corrosion in the rear wall nose arch, front
wall upper arch, burner corner panels, and new furnace door, and that
corrosion has caused several tube failures.

Cunningham Unit 3 - Replace Cunningham 3 Compressor - $3,878,457
(Level 4 WBS A.0001545.124.001.002). During a borescope of
Cunningham Unit 3 compressor, Siemens found that all rotating and
stationary rows of compressor blades had significant damage. The turbine
rotor had to be shipped to a rotor shop to have new blades installed and to
undergo testing before returning to Cunningham. This project also included
an upgrade to the generator blower in accordance with the Original
Equipment Manufacturer’s (“OEM”) recommendations.

Harrington Unit 2 - Generator Stator Rewind - $2,923,890 (Level 4 WBS
A.0001550.421.001.001) This project was to rewind the Harrington Unit 2
generator stator, which was necessary because the Unit 2 generator was
showing gradual degradation of the tube copper resistors due to the aging of
the original equipment and extended period of operation. That has caused
dust and excessive amounts of grease to be deposited within the machine.
The work was recommended by the OEM and Xcel Energy's internal subject
matter experts.

Plant X Unit 4 - Rewind Generator Stator - $2,458,540 (Level 4 WBS
A.0001534.500.001.024) This project was to rewind the stator of the
generator on Plant X Unit 4. The generator was originally put in service in
1964 without any previous rewind history. An inspection found that the
generator stator needed to be rewound.
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Harrington Unit 2 - Replace Foxboro Field Bus Modules (“FBM”) -
$1,814,085 (Level 4 WBS A.0001550.346.001.002) This project is to
replace the Foxboro FBMs with new conversion kits that allow for retention
of the nosecones so that field wiring does not have to be touched. The 100
Series FBMs were installed in the late 1980s and had come to the end of their
life cycle. SPS developed a staged replacement plan to replace control
system components just prior to their end-of-life, and this project follows the
developed plan.

Tolk Unit 1 Replace Reheat Loops - $1,516,956 (Level 4 WBS
A.0001555.433.001.002) This project replaced the bottom loops of the Tolk
Unit 1 Reheat. These tubes on that unit had been damaged from stress
corrosion cracking, which is caused by condensation pools during shutdowns
due to contaminants present in the condensate during cycling operation.
Those contaminants settle in the lower bend and begin to attack the metal,
causing the stress corrosion cracking.

Tolk Unit 0 - Replace Railroad Ties Phase 5 of 5 - $900,495 (Level 4 WBS
Element A.0001555.104.001.002) This project replaced approximately 0.60
miles of existing wooden railroad ties with concrete ties and new ballast. A
2018 track inspection completed by Dufrane Rail Service reported this
section of track to be in violation of Federal Railroad Administration
standards, which required replacement. This is the last portion of the track to
be replaced.

Tolk Units 1 and 2 - Replace Mill D and Mill E Gearboxes & Journals -
$1,563,568  (Level 4  WBSs  A.0001555.221.001.002  and
A.0001555.226.001.002) These projects performed gearbox and journal
rebuilds on Tolk Unit 1 Mill D and Tolk Unit 2 Mill E. These projects were
necessary because of the age of the mills and the failure rates of the gearbox
components, which have been in service since 1983. The manufacturer-
recommended life of the gearbox is 30 years with proper maintenance and
inspections. These projects will maintain SPS’s mills at optimal levels,
which will maintain coal quality and mill reliability. Keeping the mills in
optimal condition also reduces emissions and reduces slagging of the boiler
by keeping particle sizes small.

Tolk Unit 1 - Replace Mill C Shaft - $722,877 (Level 4 WBS
A.0001555.500.001.038) This project rebuilt the Tolk Unit 1 C Mill vertical
shaft, which was broken rendering the mill inoperable. The C Mill is
required to be operable to ensure SPS is able to operate if one of the other
mills fails.

Plant X Unit 4 - Rewedge Generator - $718,361 (Level 4 WBS
A.0001534.187.001.002) This project rewedged the Plant X Unit 4
generator. This work was recommended by Toshiba after a generator
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inspection indicated approximately 50% of the wedges were moderately or
extremely loose.

e Tolk Unit2 - Replace Main Power Transformer - $697,009 (Level 4 WBS
A.0001555.296.001.002) This project consisted of purchasing a new main
power transformer for the unit. The previous unit failed catastrophically and
was damaged beyond repair. It had been in service for over 30 years.

e Jones Unit 4 Replace Exhaust Stack Silencer Baffle - $693,252 (Level 4
WBS A.0001586.308.001.002) This project replaced the existing exhaust
baffles with six new Siemens 501F3 exhaust silencer baffles. Because of the
number of hours of continuous service at elevated temperatures, pieces were
breaking off and being expelled from the stack, putting personnel and
equipment at risk.

e Harrington Unit 2 - Replace Steam Cooled Spacer Tubes - $639,585
(Level 4 WBS A.0001550.406.001.002) This project replaced a complete
run of the steam-cooled spacer tubes on all four superheat-division panels.
The steam-cooled spacer tubes maintain the alignment of the division panels
and prevent them from swaying. These tubes experience more than normal
mechanical wear as the division panels sway from side to side. The steam-
cooled spacer tubes on this unit were original and had been in service for

over 30 years. This project was necessary to prevent a major failure, which
would cause ancillary damage.

Please describe the types of projects included in the “Environmental
Compliance” category.

This category of investment contains the capital additions necessary for ensuring
SPS’s compliance with existing federal and state environmental regulations,
including permits. For example, this category includes the necessary refurbishment
or replacement of equipment such as wastewater recovery systems, evaporation
ponds, landfill, and pollution control equipment needed to ensure continuing
compliance. The total investment in this category amounts to approximately
$1.6 million during the period. Combined, the projects described below account for
approximately 83% of the total capital additions in this category. The remaining

17% of the projects are similar in nature in that they ensure SPS’s compliance with
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existing environmental regulations and permit requirements, which is essential to

maintaining the operational viability of SPS’s generating facilities. For example,

several of the remaining projects include replacement or installation of necessary

pollution control equipment.

Cunningham Units 2 and 4 - Upgrade Continuous Emission Monitoring
System  Foxboro Systems - $491,576 (Level 4 WBS
A.0001545.112.001.002 and A.0001545.104.001.002) These projects
upgraded the Continous Emissions System (“CEMS”) Foxboro Systems. The
Application Workstations that provide CEMS data management and system
status monitoring for plant operation and regulatory reporting were obsolete
and unreliable. Thus, plant technicians were having difficulty maintaining
these systems because of lack of parts and constant failures.

Harrington Units 2 and 3 - Rebag Partial - $364,076 (Level 4 WBS
A.0001550.235.001.002 and A.0001550.208.001.002) These projects
replaced the baghouse bags in seven Unit 2 compartments and three Unit 3
compartments. On average, the filter bags have lasted 6-8 years. As the
filter bags age they become more difficult to clean, resulting in higher bag-
house pressure drop, more ID fan horsepower, boiler load limits, bag failures
and opacity problems. With increased bag failures, higher bag-house pressure
drops become more prevalent when the unit is at full load. When multiple
compartments have reached this point, a forced de-rate occurs to protect the
fans and boiler, which affects the unit's reliability and increases the risk of
opacity violations. SPS therefore changes bags after the compartment has
been in service for 8§ years or 10% of the original bags have failed.

Nichols Unit 3 - Upgrade CEMS Foxboro Systems - This project upgraded
the CEMS Foxboro Systems. The Application Workstations that provided
CEMS data management and system status monitoring for plant operation
and regulatory reporting were obsolete and unreliable. Plant technicians had
difficulty maintaining these systems because of lack of parts and constant
failures.

Nichols Unit 0 - Replace Sprinkler Pivot S7 - $207,605 (Level 4 WBS
Element A.0001560.500.001.051 - This project replaced the existing
sprinkler pivot S7 in section 7 near Pond 20. This work was necessary due to
the number and frequency of repairs at that site.
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Please describe the types of projects included in the New Generation category.
This category of investment includes the capital additions necessary for constructing
Sagamore. The total investment in this category amounts to $9.6 million (total
company). The projects described below account for 94% of the dollars of the total
capital additions in this category.

e Sagamore Generating Facility — Network Upgrades - $5,324,463 (Level 4
WBS  Elements A.0001402.009.001.002, A.0001402.011.001.002,
A.0001402.007.001.002, A.0001402.006.001.002, A.0001402.013.001.002)
This portion of the Sagamore investment contains funding for the Network
Upgrades necessary to interconnect Sagamore.

e Hale Wind Project - $3,453,892 (Level 4 WBS Element
A.0001577.001.001.002) These charges represent the remaining costs of the
Hale Wind Project associated with the installation and erection of the
turbines.

e Hale — Land Purchase for Overhead Bus project — $821,993.84 (Level 4
WBS Element A.0001577.002.001.004) These charges represent the costs to
purchase the land for the Overhead Bus project.

e Sagamore Generating Facility — Transmission Serving Generation and
Substation - $397,047 (Level 4 WBS Elements A.0001577.004.001.002 and
A.0001577.005.001.002) - This contains the funding for the purchase and

installation of materials and equipment related to the collector substation and
345-kV transmission line for Sagamore.

Attachment ML-RR-1 includes capitalized affiliate costs. Were those affiliate
costs necessary to complete the projects listed in Attachment ML-RR-1?

Yes. These affiliate charges are for engineering, construction, technical direction,
management, safety, and other related work to develop, procure, and install capital
additions at SPS generation facilities. In addition, the capital projects include
overhead charges that reflect labor and other costs as discussed by Mr. Moeller.
When those projects are complete, the costs, including the labor charges, are

recorded as new assets. Affiliate charges included in Attachment ML-RR-1 total
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$3,265,584, which is approximately 4.7% of SPS’s total Energy Supply-related
capital costs for projects placed in service during the period July 1, 2019 through
September 30, 2020.

Are the costs of these capitalized affiliate charges reasonable?

Yes. SPS witness David A. Low addresses the reasonableness of affiliate charges to
SPS during the Updated Test Year (January 1, 2020 through December 31, 2020) for
the Energy Supply business area, which includes the affiliate classes into which all of
these costs are collected. That discussion also applies to the capitalized affiliate costs
for the entire 18-month capital additions period. Thus, that discussion supports the
reasonableness and necessity of such affiliate costs for the period of July 1, 2019
through December 31, 2020. In addition, SPS witness Ross L. Baumgarten explains
that charges for labor and goods received by SPS from the Operating Companies and
XES are reasonable and necessary.

What is the difference between the affiliate charges for the Energy Supply
affiliate classes of service supported by Mr. Low and the affiliate charges
included in your Attachment ML-RR-1?

The Energy Supply affiliate charges supported by Mr. Low reflect only affiliate
O&M expenses incurred during the Updated Test Year. In contrast, the affiliate
charges supported by my testimony encompass all of the affiliate charges that were
closed to plant-in-service during the period from July 1, 2019 through September 30,
2020. That is, I support affiliate charges that were capitalized over a 15-month
period, and Mr. Low supports affiliate O&M charges that were expensed in the

Updated Test Year.
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Are the Energy Supply-related capital additions listed on Attachment ML-RR-1
that were closed to plant-in-service during the period July 1, 2019 through
September 30, 2020, including the capitalized affiliate charges, reasonable and
necessary?

Yes. The capital projects listed in Attachment ML-RR-1 were necessary to maintain
the reliability, operational, safety, and environmental requirements of SPS’s plants.
Equipment replacements (e.g., boiler tubes, burner ignitors, and condenser tubes)
reduce the occurrence of unplanned outages and help to maintain a high reliability
factor, which reduces the need for higher cost replacement energy and ensure
continued environmental compliance. Safety projects ensure a safe workplace for
employees and enable SPS to meet the safety standards established by regulatory
agencies. The process for developing costs and managing projects is discussed in

Section III. A. above.

Energy Supply Capital Projects Placed in Service Between
October 1, 2020 and December 31, 2020

What is the dollar amount of the Energy Supply-related capital additions placed
in service during the Update Period?
The total dollar amount of Energy Supply-related capital additions closed to plant-in-
service during the Update Period is $922,882,332 (total company). That amount
consists of:

o $852,341,655 of Electric Production capital additions;

e $69,935,437 of Electric Transmission capital additions; and

e  §$605,240 of General plant capital additions.
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The total company costs are reflected on Attachment ML-RR-2. Ms. Niemi allocates
the total company dollar amount among SPS’s three rate jurisdictions (Texas retail;
New Mexico retail; and wholesale) in the cost of service study she presents.

Are the amounts in Attachment ML-RR-2 estimates?

The costs reflected in Attachment ML-RR-2 are estimated amounts. Mr. Moeller
explains the basis for the estimated amounts. As discussed by Mr. Grant, SPS will
file actual costs for the Update Period, including an updated version of Attachment
ML-RR-2, no later than the 45th day after the date of the initial filing of this rate
case, as required by 16 TAC § 25.246.

Please describe the information in Attachment ML-RR-2, which provides the
dollar amounts for projects placed in service during the Update Period.
Attachment ML-RR-2 provides the information listed below in Table ML-RR-3.

Table ML-RR-3
Information Contained in Attachment ML-RR-2

Column A — | Asset Class Identifies the type of asset.

Column B — | Witness Identifies the witness supporting the
project.

Column C — | Project Category Provides the project category that is

descriptive of the project’s type.

Column D — | Addition to Plant-in- | Provides the total company dollar
service (Oct. 2020 — | amount of the addition to plant-in-
Dec. 2020) service.

Column E — | Total Affiliate Provides the total XES charges and
Charges (Included in | other affiliate charges associated with
Column D) new plant-in-service shown in Column

D.
Column F — | Project Description Provides a description of the project and

its major components.
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Please describe the projects placed in service during the Update Period.

The projects placed in service during the Update Period are similar to the projects
that were closed during the prior 15-month period, which are discussed in the
previous subsection of my testimony. As shown in Attachment ML-RR-2, all of the
capital additions for the Update Period fall within the following categories:
Reliability and Performance Enhancement, Environmental Compliance, and New
Generation. Those categories are described in Section IV.A of my testimony.

The projects placed in service during the Update Period support SPS’s ability
to provide electric service to its customers and are necessary to maintain the
environmental, safety, performance, and reliability characteristics of SPS’s existing
generation fleet. Descriptions of the specific projects placed in service during the
Update Period and the explanations for why the specific projects are necessary
appear on my Attachment ML-RR-2.

Has SPS managed its Update Period Energy Supply-related capital addition
projects to ensure the final, actual costs are reasonable and prudent?

Yes. The same budgeting and project management process that I describe in
Section III of my testimony applies to the projects for the Update Period.

Are capitalized affiliate costs included in the total costs?

Yes. The costs include capitalized aftiliate costs similar to those included for
projects placed in service during the previous 15 months. As initially filed,
Attachment ML-RR-2 includes a total estimated amount of affiliate charges, which is
based on historical percentages for the different assets. This is explained in more
detail by Mr. Moeller. The updated version of Attachment ML-RR-2 will reflect

actual affiliate charges for each project in the period.
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Are those affiliate costs necessary to complete the Energy Supply-related capital
projects?

Yes. Affiliate costs were incurred for the same reasons they were incurred on the
projects placed in service between July 1, 2019 and September 30, 2020, which I
discussed earlier in my testimony.

Are these capitalized affiliate charges reasonable?

Yes. These costs satisty the standards for inclusion of affiliate costs in rates for the
reasons presented in the testimony of Mr. Low, Mr. Baumgarten, and Mr. Moeller

regarding the reasonableness of affiliate charges.
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V. SAGAMORE CAPITAL COSTS

Please describe the Sagamore generating facility.
Sagamore is a 522-megawatt (“MW”’) wind generating facility located in Roosevelt
County, New Mexico. To develop Sagamore, SPS installed 26 model V110 (2.0
MW) wind turbines and 214 model V116 (2.2 MW) wind turbines. Sagamore ties
into the SPP transmission system through a 345-kV transmission line.
When did Sagamore begin commercial operation?
Sagamore began commercial operation in December 2020. A copy of the letter that
SPS sent to SPP specifying the date Sagamore began commercial operation is
Attachment ML-RR-3 to this testimony.
What amount is SPS seeking to include in rate base for Sagamore?
The amount SPS is requesting to include in rate base for Sagamore is $857,993,968
on a total company basis.
In the Certificate of Convenience and Necessity proceeding in which the
Commission approved the construction of Sagamore, did the parties agree to a
cost cap for Sagamore?
Yes. In the Unopposed Stipulation filed in that case, the parties agreed to a capital
cost cap for Sagamore and Hale:
For Texas retail ratemaking purposes, the gross plant-in-service
amount combined for the Hale and Sagamore projects to be included
in SPS’s rate base in the initial rate cases for the projects will not
exceed $1,675 per kW installed (total company). . .. For the initial
Hale rate case, the gross plant in service amount will not exceed
$1,675 per kW installed (total company). For the initial Sagamore
rate case, the gross plant in service amount for the combined projects

will not exceed $1,675 per kW installed (total company). The $1,675
per kW installed (total company) dollar amount includes Allowance
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For Funds Used During Construction, all SPP-assigned generation
interconnection costs, and any necessary new transmission and
distribution equipment or upgrades to existing transmission or
distribution equipment. '

If the costs of the Hale assets that SPS placed in service in its last rate case are
added to the costs of the Hale and Sagamore assets that SPS seeks to place in
service in this case, is the total amount below the cost cap that SPS agreed to as
part of the settlement resolving Docket No. 46936?

Yes. The total cost for all of Hale and Sagamore investment that will be placed in
service by December 31, 2020 will be approximately $1,563 per kW on a total
company basis. That is well below the $1,675 per kW cost cap agreed to in Docket
No. 46936. That amount includes the Allowance for Funds Used During
Construction (“AFUDC?”), all SPP-assigned generation interconnection costs, and all
new transmission and distribution equipment or upgrades to existing transmission or
distribution equipment.

Does SPS expect to incur any additional costs related to Sagamore after
December 31, 2020?

Yes. SPS expects to incur certain additional costs related to Sagamore after
December 31, 2020, and those costs will be included in rate base in SPS’s next base
rate case. But even with those additional forecasted costs, SPS expects the total
all-in capital cost for Hale and Sagamore to be no more than approximately $1,610

per kW on a total company basis.

19 Docket No. 46936, Unopposed Stipulation at 6.
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Please describe what is involved in building a wind generation project, including
the major construction components of Sagamore.

Constructing a wind generation project such as Sagamore generally involves the
following components: construction of turbine access roads; construction of turbine
foundations; tower erection; trenching the collector system; constructing the collector
substation; constructing a high voltage generation tie line; and constructing an O&M
building.

What major contracts did SPS or its affiliates enter into associated with the
capital costs of Sagamore?

There are several major contracts associated with the capital costs of Sagamore.
Each of these contracts was introduced as part of Docket No. 46936.

1. Capital Services, LLC, an affiliate of Xcel Energy, (“Capital Services”)
entered into a Master Supply Agreement (“MSA”’) with Vestas for model 2.0
MW V110 Vestas wind turbines.!' The MSA ensured that sufficient turbines
were purchased to comply with the safe harbor requirements under the
Omnibus Appropriations Act (“OAA”) for Production Tax Credit (“PTC”)
benefits.

2. Under the scope of the MSA, SPS executed a Turbine Supply Agreement
(“TSA”) with Vestas to purchase the additional turbines needed to complete
the development of the SPS Projects and deliver the turbines to the Sagamore
site.!?

3. SPS entered into a Sale of Components Agreement with Capital Services to
purchase the wind turbines that were purchased to comply with the safe
harbor requirements under the OAA. "

4. SPS entered into a Purchase and Sale Agreement (“PSA”) to acquire the wind
development rights from Invenergy for the Sagamore Wind Project. Under

1" See Attachment ML-RR-4(V)(HS).
12 See Attachment ML-RR-5(V)(HS).
13 See Attachment ML-RR-6.
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the PSA, the developer was required to provide a site ready for SPS to begin
construction.'

5. SPS entered into a fixed price Balance of Plant (“BOP”) construction
contract for the installation of the wind turbines and construction of the site’s
infrastructure.”

Please describe the MSA.

On September 15, 2016, Capital Services entered into the fixed price MSA with
Vestas, a leading international wind turbine supplier with manufacturing operations
in Colorado. The MSA governs the purchase of turbines, the delivery, inspection,
storage, and maintenance of the turbines, as well as the timelines for completion of
the turbines.

Capital Services entered into the MSA with Vestas only after Xcel Energy
obtained pricing from both Vestas and other major international wind turbine
manufacturers, as part of an analysis for potential wind projects for the Xcel Energy
Operating Companies. Xcel Energy determined that the Vestas proposal offered
more favorable pricing and conditions, and the MSA is the result of comprehensive
negotiations between Xcel Energy and Vestas.

Why did Capital Services enter into the MSA with Vestas?

To receive 100% of the PTC benefits, SPS or its affiliates had to spend 5% of the
total cost of the project by December 31,2016. At that time, SPS had not completed
negotiations for the PSA and had not received regulatory approvals for the project,

and therefore it did not know how many turbines it would need to purchase. Because

14 See Attachment ML-RR-7(V).
15 See Attachment ML-RR-8(V)(HS).
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SPS was not in a position to purchase the turbines and other assets from Vestas in
2016, Capital Services made those purchases for the benefit of SPS and its
customers.

Please describe the TSA in more detail.

SPS entered into the TSA with Vestas on June 15, 2018. The TSA enabled the
purchase of the additional turbines and related equipment and delivery needed to
complete Sagamore. The TSA also: (1) incorporates typical turbine performance
terms; (2) requires timely manufacturing production, delivery, and commissioning;
(3) includes standard industry warranties and a supplier parent guaranty; and (4)
incorporates liquidated damages clauses for failure to achieve the contractual
milestones.

What types of costs did SPS incur under the Capital Services Agreement?
SPS paid a “Confirmation Price” and a carrying charge. The “Confirmation Price”
consists of:

1. the price paid by Capital Services to Vestas for the turbines; and
2. the estimated “Incremental Costs,” which included:

a. storage and maintenance fees for the period from the date Capital
Services took delivery of the turbines to the date on which it
delivered the turbines to SPS; and

b. the cost of insuring the turbines for the period from the date Capital

Services took delivery of the turbines to the date on which it
delivered the turbines to SPS.

The carrying charge was calculated by applying SPS’s AFUDC rate to the purchase
price of the turbines for each month or partial month in the “Carrying Period.” The

Carrying Period is defined as the period from the date on which Capital Services
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purchased the turbines until the date on which title to the turbines passes from

Capital Services to SPS.!®

Were the costs that SPS paid to Capital Services reasonable?

Yes. SPS paid a total of $61,390,572 to Capital Services, broken down as follows:

Table ML-RR-4

Description Amount (total company)
Turbines and Towers $45,887,400
Storage Fees 1,909,127
Insurance 24,420
Carrying Costs 10,576,744
Sales Tax 2,992,881
Total $61,390,572

Those amounts are reasonable because:

Capital Services sold the turbines and towers to SPS for the same amount that
Capital Services paid Vestas for those turbines and towers. The amount paid
by Capital Services to Vestas for the assets was a negotiated price agreed to
by independent parties in an arm’s length transaction.

Capital Services charged only the out-of-pocket costs that it incurred for
storage of the turbines and insurance on those turbines. It is reasonable for
SPS to reimburse Capital Services for those out-of-pocket costs.

Capital Services advanced the money to purchase turbines on behalf of SPS
and its customers, and should be compensated for having expended funds to
make a purchase that enables SPS and its customers to take advantage of
100% of the PTCs available from Sagamore. The AFUDC rate is a
reasonable basis for the Carrying Cost because it reasonably approximates
SPS’s own carrying costs for purchasing components to be installed at
generating facilities.

16 Under the Sale of Components Agreement, AFUDC is prorated for partial months.
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Please describe the PSA in more detail.

On March 9, 2017, SPS entered into a PSA with Invenergy for the acquisition of the
Sagamore site. Under the PSA, Invenergy was responsible for making the site
“construction ready,” while SPS was responsible for construction, including roads,
and procurement of turbines or other equipment under the MSA or future TSAs. A
copy of the PSA is provided as Attachment. ML-RR-5(V)(HS).

Please describe the BOP.

On October 13,2017, SPS entered into a fixed-price engineering, procurement, and
construction agreement for the installation of the wind turbines and construction of
the site’s infrastructure. The BOP contract bids were solicited based on the layout
and size of Sagamore. The scope of work for the BOP contractor included five
different areas: civil, substation, generation tie line, collection system, and turbine
erection. Civil work consisted of constructing the new roads to each turbine location,
upgrading existing roads (both private and state- or county-owned), and maintaining
the roads throughout the construction process. Civil work also included the
construction of wind turbine foundations. Substation work included substation
design and construction. Collection system work included the underground power
and control wiring from each turbine to the substation. The generation tie line is the
high-voltage transmission line from the collector substation to the point of
interconnection to the Transmission System. Tower erection included the setting of
the tower sections, installation of the nacelle, blades, and hub, and the installation of

the auxiliary equipment associated with the turbine.
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What was the process used for selecting the BOP contractor?

The BOP contractor selection process for Sagamore followed Xcel Energy’s
corporate policy for the procurement of services of this type. A Request for Proposal
was issued to three nationally recognized wind farm construction firms that were
known to have BOP engineering and constructing experience for projects similar to
the size and complexity to Sagamore.

The Request for Proposal was originally issued by SPS’s affiliate, NSP-M in
February 2017 for BOP engineering and construction efforts supporting four wind
projects located in Minnesota and North Dakota. An addendum to the Request for
Proposal was subsequently issued to bidders in July 2017 to also include the Hale
and Sagamore projects in order to leverage economies of scale, provide for
construction efficiencies between the winter and summer construction seasons, and
reduce BOP costs.

Considering engineering design was approximately 30% complete and not
fully defined at the time that the bids were sought during the Request for Proposal
process, pricing from bidders was obtained based on open book pricing with firm
unit rates with anticipated quantities for items such as collector system, roads, and
foundation. Bid evaluation considerations included safety, pricing, technical
experience, execution plan, and commercial criteria such as warranties, project
schedule adherence, performance guarantees, financial strength of the bidders,
payment schedules, and insurance.

The commercial agreement was designed to “close” with pricing becoming

firm upon the completion of design, final quantities known, and issue for
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construction (“IFC”) drawings completed. Commercial risks were mitigated during
the open book agreement process through the issuance to the contractor of periodic
limited notices to proceed; the contractor was not fully released to perform all BOP
work until the all quantities were known, IFC drawings issued, and final pricing was
established to the satisfaction of SPS.

Please generally explain how the construction process was managed.

For Sagamore, XES and SPS personnel assumed overall project management
responsibility. In addition to internal personnel, both Vestas and the selected BOP
contractor, Wanzek Construction, had project management and engineering
personnel on site. Resources (both personnel and equipment) were managed by the
entire Sagamore team to advance the project. SPS also used night crews to take
advantage of low wind times for tower erection.

Through project completion, was construction performed and executed as
planned?

Yes. SPS used schedule flexibility and personnel flexibility to have productive work
performed to accommodate poor weather days throughout the project. With this
flexibility, SPS was able to avoid significant change orders and acceleration costs. In
addition, SPS authorized the BOP contractor to lock in materials needed for

construction as needed, which mitigated the risk associated with these costs.
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VI. CHANGES IN USEFUL LIVES OF GENERATING ASSETS

What topic do you address in this section of your testimony?

I first provide an overview of Tolk and explain how SPS plans to operate that facility
on a going-forward basis. Next, I discuss SPS’s plan to cease burning coal at
Harrington by year-end 2024, and I support SPS’s request to reduce the service lives
of the Harrington coal-specific assets, which will not be in service after year-end

2024. Finally, I discuss SPS’s request to retire Plant X Unit 3 at year-end 2022.

Tolk Generating Station

Please briefly describe Tolk.

Tolk consists of two coal-powered steam turbine units located in Lamb County,
Texas. Tolk Unit 1 has a net capacity of 540 MW, and Tolk Unit 2 has a net capacity
of 542 MW, for a total net capacity of 1,082 MW.

When did the Tolk Units begin commercial operation?

Tolk Unit 1 began commercial operation in 1982. Tolk Unit 2 began commercial
operation in 1985.

What were the originally approved service lives for the Tolk units?

The Tolk units originally had 35-year approved service lives in New Mexico. Under
those originally approved service lives, Tolk Unit 1 would have been retired in 2017,
and Tolk Unit 2 would have been retired in 2020. In subsequent rate cases, however,
the service lives of both units were extended from 35 years to 60 years.

Does SPS plan to generate electricity from the Tolk units on a year-round basis
until they are retired at the end of 2032?

No. In order to conserve the economically recoverable water from the Ogallalla

Aquifer, SPS will reduce generating operations at Tolk on a going-forward basis.
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Beginning in 2021, SPS will economically dispatch the Tolk units only during the
on-peak months. In the off-peak months, the Tolk units will be offline unless called
upon by SPP to run. To support voltage stability for the transmission system during
periods when the Tolk units are not being used to generate energy, the Tolk facility
will be used for voltage stability purposes. SPS has installed synchronous condenser
equipment at Tolk, and those synchronous condensors will operate through 2055.
SPS witness Jarred J. Cooley discusses the need for the synchronous condenser

equipment in more detail in his testimony.

Harrington Generating Station

Please describe SPS’s plan to cease burning coal at Harrington.

On November 10, 2020, SPS announced that it had reached an agreement with the
TCEQ to cease burning coal at Harrington by year-end 2024.

How will that affect the service lives of the assets at Harrington?

The conversion will not affect the service lives of most of the Harrington assets
because the units at that plant were originally designed to burn either coal or natural
gas. However, the coal-specific assets at Harrington will become obsolete after
2024, because those assets cannot be used to deliver natural gas to the generating
facility. For that reason, SPS requests that the Commission approve depreciation
rates for the coal-specific assets based on a service life ending in December 2024.
Please describe the specific Harrington assets that are encompassed within the
phrase “coal-specific assets.”

The phrase “coal-specific assets” encompasses the bottom ash system, the coal
feeder system, the coal handling system, the fly ash disposal system, the

precipitator/ash collection system, the railway system, the soot blowing system, and
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the dust collection system. My staff provided Mr. Moeller with the information he

needed to assign new service lives to those assets.

Plant X Unit 3

Please describe Plant X Unit 3.

Plant X Unit 3 is one of four generating units at Plant X, a natural gas-fired
generating station located near Earth, Texas. Plant X Unit 3 has a rated capacity of
93 MWs.

Why is SPS proposing to abandon and retire Plant X Unit 3?

Plant X Unit 3 was placed in service in 1955, so it is approximately 65 years old, and
its outages have become more frequent in recent years. After the most recent outage,
SPS concluded that it would not be cost-effective to incur the capital and O&M costs
to return Plant X Unit 3 to service, particularly since the unit is not needed for
capacity.

Has SPS determined how much it would cost to return Plant X Unit 3 to
service?

Yes. In January 2020, SPS performed an initial analysis that concluded it would
require capital expenditures of approximately $4.5 million just to repair the Unit 3
boiler, although that repair alone would not be sufficient to allow Unit 3 to run
reliably and efficiently.!” SPS also determined that it would need to incur
approximately $625,000 of incremental O&M costs if Unit 3 was returned to service.
Based on that initial analysis, SPS decided it would not be cost-effective to restore

the unit to service.

17 That initial analysis is Attachment ML-RR-9.
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In preparation for its request to abandon and retire Unit 3, SPS performed a
new, more comprehensive analysis in December 2020 to determine whether it was
still more cost-effective to retire the unit than to return it to service. That analysis,
which is Attachment ML-RR-10, concluded that it would require capital
expenditures of approximately $10.5 million to repair the boiler and to complete all
of the other repairs that would be necessary for Unit 3 to run reliably and efficiently
for any appreciable length of time. In addition, SPS concluded that it would need to
incur nearly $1 million of incremental O&M costs if the unit were returned to
service. That analysis confirmed that it would not be cost-effective to incur the
significant costs necessary to return Plant X Unit 3 to service.

Does this conclude your pre-filed direct testimony?

Yes.
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AFFIDAVIT

STATE OF TEXAS )
)
COUNTY OF POTTER )
MARK LYTAL, first being sworn on his oath, states:

I am the witness identified in the preceding testimony. I have read the
testimony and the accompanying attachment(s) and am familiar with the contents.
Based upon my personal knowledge, the facts stated in the testimony are true. In
addition, in my judgment and based upon my professional experience, the opinions
and conclusions stated in the testimony are true, valid, and accurate.

Yok At

MARK LYTAL

Subscribed and sworn to before me this & day of February, 2021 by
MARK LYTAL.

% " NR
. Tixas
kY e g
p » 11-26-2022

REGINA TAYLOR
Naotary Public, State of Texas
Notary ID #649096-9
My Commission: Expires 11-26-2022

. .t
My Commission Expires: /R / &L
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FILING CLERK

January 4, 2021

Central Records Division

Public Utility Commission of Texas
1701 N. Congress Avenue
P.O.Box 13326

Austin, Texas 78711-3326

FHSSION

Attachment ML-RR-3
Page 1 of 2
2021 TX Rate Case

790 S. Buchanan St.
Amarillo, TX 79101

RE:  Docket No. 48344 — Compliance Docket for Docket No. 46936 — Commencement
of Commercial Operation of Sagamore Wind Generating Facility approved in

Docket No. 46936.

Southwestern Public Service Company (SPS) hereby files this confirmation letter
marking the commencement of Commercial Operation of all turbines at the Sagamore

Wind Generating Facility, effective as of December 31, 2020.
Thank you for your attention to this filing.
Sincerely,

WW&MW

Jeremiah W. Cunningham
Manager, Rate Cases
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¢ XcelEnergy’
) RESPONSIBLE BY NATURE™ 1800 Larimer St , Denver, CO 80202
APPENDIX E TO GIA

Commercial Operation Date
December 31, 2020

Tessie Kentner

Managing Attorney
Southwest Power Pool, Inc,
201 Worthen Drive

Little Rock, AR 72223-4936

Manager, Transmission Business Relations
Xcel Energy Services Inc.

414 Nicollet Mall

Minneapolis, MN 55401

612-330-6773 or 1-800-328-8226 ext. 0

Re:  Southwestern Public Service Company (GEN-2016-123, -124, and -125)
Generating Facility

Dear Ms. Kentner and Mr. Moeller:

On December 30, 2020, Southwestern Public Service Company ("SPS") has
completed Trial Operation of the Sagamore Wind generating facility. This letter
confirms that Southwestern Public Service Company commenced Commercial Operation
of the Sagamore Wind Generating Facility, effective as of December 31, 2020,
Capitalized terms used and not defined in this letter have the meanings set forth in the
Generator Interconnection Agreement among Southwest Power Pool, Inc., Southwestern
Public Service Company (Interconnection Customer) and Southwestern Public Service
Company (Transmission Owner) dated as of March 3, 2020.

Thank you.

uitic

Joe Taylor

Manager, Transmission Access

Xcel Energy Services Inc.

1800 Larimer Street, Suite 1000
Denver, CO 80202

Phone: (303) 571-7462

Email: joseph.c.taylor@exelenergy.com
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Pages 1 through 1
of
Attachment ML-RR-4(V)(HS)
Master Supply Agreement between Capital
Services LLC and Vestas-American Wind

Technology, Inc., dated as of September 15,

2016

is

Highly-Sensitive Protected
Information

HIGHLY-SENSITIVE PROTECTED MATERIALS
PROVIDED PURSUANT TO PROTECTIVE ORDER
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of
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Turbine Supply Agreement between
Southwestern Public Service Company and
Vestas-American Wind Technology, Inc.,
dated as of June 15, 2018
is
Highly-Sensitive Protected
Information

HIGHLY-SENSITIVE PROTECTED MATERIALS
PROVIDED PURSUANT TO PROTECTIVE ORDER
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SALE OF COMPONENTS AGREEMENT

This SALE OF COMPONENTS AGREEMENT, including Annexes attached hereto and made a
part hereof, is made and entered into as of March 17, 2017, by and between CAPITAL
SERVICES, LLC, a Delaware limited liability company (hereinafter “Seller”) and
SOUTHWESTERN PUBLIC SERVICE COMPANY, a New Mexico Corporation (hereinafter
“Buyer”); sometimes collectively referred to as the “Parties” or singularly as a “Party” (the
“Agreement”).

RECITALS

A. Seller has acquired, on behalf of its Affiliates (including Buyer), certain wind turbine
components (the “PTC Components™) from Vestas American Wind Technology, Inc.
(hereinafter “Supplier”) pursuant to that certain Master Supply Agreement between Seller
and Supplier, dated as September 15, 2016 (the “MSA”);

B. Buyer intends to develop, from time to time, wind turbine electric generating facilities (each,
a “Project”) and, in connection with each particular Project, to enter into a Wind Turbine
Supply Agreement with Supplier (the “Project TSA”) substantially in the form attached to
the MSA as Exhibit F;

C. Buyer desires to acquire from Seller, from time to time, such portion of the PTC Components
as will be required for a particular Project (the “Project PTC Components™); and

D. The Parties desire to enter into this Agreement to provide for the terms of sale by Seller and
purchase by Buyer of the Project PTC Components.

NOW, THEREFORE, in consideration of the covenants, promises, and representations set forth
herein and the Agreement and for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Parties hereby agree as follows:

1. Capitalized Terms. Unless the context hereof shall otherwise require, capitalized terms
used in this Agreement and not otherwise defined herein shall have the meanings set forth

in MSA.

2. Purchase Order. Buyer shall have the right to provide to Seller a purchase demand notice
(the “Purchase Order™) substantially in the form of Annex 1 hereto, specifying the Project
PTC Components which Buyer is prepared to acquire in connection with a Project, the
Delivery Point and the indicative Delivery date (the “Delivery Date”).

3. Confirmation. Seller shall respond to such Purchase Order by issuing a “Confirmation”
in the form of Annex 2 hereto (a) confirming Seller’s obligation to sell to Buyer the
Project PTC Components specified in the Purchase Order on the terms of this Agreement
and (b) providing, with respect to each particular component of the Project PTC
Components to be sold pursuant to such Purchase Order: (i) the serial number, (ii) the
date of Seller’s payment to Supplier, (iii) the PTC Transfer date under the MSA, (iv)
price paid by Seller to Supplier for such equipment pursuant to the MSA (as reflected in
Exhibit A or Exhibit B, as applicable, to the MSA) and (v) the allocable portion of the

OHSUSA:766568155.2
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estimated Incremental Costs (based on the indicative Delivery Date indicated in the
Purchase Order) (the sum of items (iv) and (v), the “Confirmation Price”). The
“Incremental Costs” of the Project PTC Components shall mean: (1) the Storage and
Maintenance Fee for the period from the date of the PTC Transfer of such Project PTC
Components through the Delivery Date, (2) the cost of insuring such Project PTC
Components for the period from the date of the PTC Transfer of such equipment through
the Delivery Date, and (3) any other reasonable documented costs incurred by Seller in
connection with the acquisition of such Project PTC Components from Supplier and
ownership thereof.

. Purchase Price. The purchase price with respect to each component of the Project PTC
Components sold pursuant to this Agreement (the “Purchase Price®) shall equal: (a) the
Confirmation Price (as adjusted for the actual Delivery Date pursuant to the Bill of Sale),
subject to any adjustment required by an applicable federal or state governmental
authority in order to comply with the Applicable Laws; and (b) a “Carrying Charge,”
which shall be calculated by (i) applying Buyer’s allowance for funds used during
construction (“AFUDC”) rate(s) in effect during the period between the time Seller made
payments to Supplier for the Project PTC Components that Seller is selling to Buyer
under this Agreement and the time those Project PTC Components are redelivered to
Buyer under this Agreement (the “Carrying Period”) to (ii) the Purchase Price for (iii)
each month or partial month in the Carrying Period, provided that the Purchase Price
used in the calculation for a particular month shall be adjusted to reflect the Incremental
Costs and the portion of the Carrying Charge incurred through that month.

. Delivery and Payment. The risk of loss and care, custody and control of each particular
component of the Project PTC Components shall pass to Buyer upon Delivery of such
component to the Delivery point. Upon Delivery of all of the Project PTC Components
identified in the Confirmation to the Delivery Point, (a) Seller shall sell, and Buyer shall
purchase, the Project PTC Components and (b) the Parties shall execute and deliver a Bill
of Sale therefor in the form of Annex 3 hereto, and (c) the title to the Project PTC
Components shall pass to Buyer. The Purchase Price shall be due and payable in a lump
sum payment within 5 Business Days following execution of the Bill of Sale.

. Conditions Precedent. The obligation of Seller to Deliver and sell to Buyer, and of Buyer
to accept Delivery and purchase, the Project PTC Components shall be subject to the
following conditions precedent: (a) the Purchase Price has been agreed (subject only to
adjustment for the actual Anticipated Delivery Date, if the Purchase Price is based on the
Confirmation Price); (b) Buyer has entered into the Project TSA for the Project; (c) and
the latest PTC Transfer date under the MSA for the Project PTC Components has
occurred prior to April 12, 2017, and Supplier has otherwise fully complied with its PTC
Obligations with respect to the Project PTC Components under the MSA, and (d) Seller
has not incurred, and has not claimed from Supplier, any PTC Damages in connection
with the Project PTC Components.

. Responsibility for Taxes. Buyer shall be responsible for all taxes payable in connection
with the purchase of the Project PTC Components pursuant to Applicable Law. The
Purchase Price shall not be adjusted by any such taxes.
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8. Further Assurances. Each of the Parties shall use its commercially reasonable efforts to
take, or cause to be taken, all appropriate action, do or cause to be done all things
necessary, proper or advisable under Applicable Laws, and execute and deliver such
documents and other papers, as may be required to carry out the provisions of this
Agreement.

9. Representations and Warranties. Each Party hereby represents and warrants as follows:

(a) Such Party has full power and authority to enter into and perform its obligations under
this Agreement, and has taken all necessary action to authorize its execution and
delivery of this Agreement and the performance of its obligations under this
Agreement.

(b) This Agreement has been duly executed and delivered by such Party and constitutes the
legal, valid and binding obligation of such Party, enforceable against it in accordance
with the terms hereof, subject to applicable bankruptcy, insolvency and other similar
laws affecting creditors’ rights generally and subject to general equitable principles.

(c) All governmental authorizations and actions necessary in connection with the execution
and delivery by such Party of this Agreement and the performance of its obligations
hereunder have been obtained or performed and remain valid and in full force and

effect.

(d) Execution, delivery and performance of this Agreement by such Party (i) do not and
will not contravene any provisions of such Party’s organizational documents, or any
law, rule, regulation, order, judgment or decree applicable to or binding on such Party
or any of its properties, (ii) do not and will not contravene, or result in any breach of or
constitute any default under, any agreement or instrument to which such Party is a party
or by which such Party or any of its properties may be bound or affected, and (iii) do
not and will not require the consent of any Person under any existing law or agreement
which has not already been obtained (other than the Parties hereto).

10. Disclaimer. THE PARTIES ACKNOWLEDGE AND AGREE THAT THE PROJECT
PTC COMPONENTS WILL BE SOLD “AS IS” IN ALL RESPECTS, AND SELLER
EXPRESSLY DISCLAIMS ANY REPRESENTATIONS OR WARRANTIES OF ANY
KIND OR NATURE, WRITTEN OR ORAL, STATUTORY, EXPRESS OR IMPLIED,
CONCERNING THE PROJECT PTC COMPONENTS (INCLUDING, WITHOUT
LIMITATION, ANY RELATING TO THE CONDITION, VALUE OR SUFFICIENCY
OF THE PROJECT PTC COMPONENTS). WITHOUT LIMITING THE
GENERALITY OF THE FOREGOING, SELLER SPECIFICALLY DISCLAIMS ANY
REPRESENTATION OR WARRANTY OF MERCHANTABILITY, USAGE,
SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OF, OR AS TO THE
ABSENCE OF ANY DEFECTS IN, THE PROJECT PTC COMPONENTS.

11. Assignment. This Agreement shall bind and shall inure to the benefit of the respective
Parties and their assigns, transferees and successors.
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12. Governing Law. This Agreement shall be construed and enforced in accordance with the
laws of the State of Texas.

13. Counterparts. This Agreement may be executed in one or more counterparts, each of
which shall be deemed an original but all of which together shall constitute one and the
same instrument.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, this Sale of Components Agreement has been duly executed and
delivered by a duly authorized representative of each of the Parties as of the date first above

written.

CAPITAL SERVICES, LLC, a Delaware
limited liability company

By: %;»Lﬂ

Name: Gary J. O’Hara
Title: President & Manager

SOUTHWESTERN PUBLIC SERVICE
COMPANY, a New Mexico corporation

o Do\ felso

Name: David T. Hudson
Title: President
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ANNEX 1

FORM OF PURCHASE ORDER

PURCHASE ORDER TO SALE OF COMPONENTS AGREEMENT

[Date]

Attachment ML-RR-6
Page 6 of 12
2021 TX Rate Case

Re: Sale of Components Agreement (the “Agreement”) dated as of | |, between Capital
Services, LLC (“Seller”) and [ Xcel Entity ] (“Buyer”). Capitalized terms used herein and
not otherwise defined herein shall have the meanings set forth in the Agreement.

Purchase Order No.

1. Buyer requests Delivery and sale of the following PTC Components for the [identify Project]:

PTC Component Quantity | Indicative
Delivery
Date

Delivery Point

Turbine Nacelles (V[ 1,[ IMW)

Towers ([ ]m)

2. Buyer designates the following Person to be responsible for the correspondence and
communication regarding this Purchase Order: [Name, contact information).

SOUTHWESTERN PUBLIC SERVICE
COMPANY, a New Mexico corporation

By:

Name:
Title:
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[Date]

Re: Purchase Order No. [

CONFIRMATION TO PURCHASE ORDER NO.

ANNEX 2

FORM OF CONFIRMATION

Attachment ML-RR-6

Page 7 of 12
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] dated [

], to Sale of Components

Agreement (the “Agreement”) dated as of [ |, between Capital Services, LLC (“Seller”)
and [ Xcel Entity ] (“Buyer”). Capitalized terms used herein and not otherwise defined

herein shall have the meanings set forth in the Agreement.

1. Seller confirms its obligation to sell and arrange for Delivery of the following PTC
Components for the [identify Project]:

PTC Quant | Serial Date of PTC Indicative | Delivery
Component | ity Number for | Payment | Transfer | Delivery | Point
Each to Date Date
Separate Supplier
Component
Turbine
Nacelles
(V[__],
[ IMW)
Towers
([__Jm)
2. Confirmation Price.
PTC Serial # | PTC Allocable Storage Insurance | Other Costs | Total
Component Compone | Portion (%) | and Cost of (Confirmati
nt Price Maintenanc Acquisition | on Price)
under e Fee and
MSA Ownership
Turbine
Nacelles
V__]
[_IMW)
Towers
([_Jm)
.
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3. Contact: Seller designates the following Person to be responsible for the correspondence and
communication regarding this Purchase Order: [Name, contact information].

SOUTHWESTERN PUBLIC SERVICE
COMPANY, a New Mexico corporation

Name:
Title:

PURCHASE PRICE ENDORSEMENT:
[DATE]

The parties agree that the Purchase Price for each PTC Component shall be as follows:

PTC Component Serial # Purchase Price

CAPITAL SERVICES, LLC SOUTHWESTERN PUBLIC SERVICE
COMPANY, a New Mexico corporation

By: Name:
Name: Title:
Title:
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ANNEX 3
FORM OF BILL OF SALE

BILL OF SALE AND ASSIGNMENT

This BILL OF SALE AND ASSIGNMENT is made and entered into as of [ 1,201 1,
by and between CAPITAL SERVICES, LLC, a Delaware limited liability company (hereinafter
“Seller”), and [XCEL ENTITY], a [ | (hereinafter “Buyer”); sometimes collectively
referred to as the “Parties” or singularly as a “Party”. All defined terms not otherwise defined
herein shall have the meaning set forth in the Sale of Components Agreement dated as of

[ __] by and between Buyer and Supplier.
RECITALS
1. Pursuant to the Agreement, Seller agreed to sell, and Buyer agreed to purchase, the PTC

Components identified in Attachment 1 hereto (the “Subject Components™).

2. It is the Parties' intention to evidence the transfer of the Subject Components purchased
by Buyer from Seller pursuant to the Agreement by the execution and delivery of this Bill of
Sale and Assignment.

3. The Parties now desire to carry out the intent and purpose of the Agreement by Seller's
execution and delivery to Buyer of this Bill of Sale and Assignment as evidence of the sale,
conveyance, assignment, transfer and delivery to Buyer of the Subject Components.

NOW, THEREFORE, in consideration of the covenants, promises and representations set forth
herein and the Agreement and for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Parties hereby agree as follows:

1. Seller does hereby, effective from and after the date hereof, sell, convey, assign, transfer
and deliver unto Buyer, Seller’s entire right, title and interest in, to and under the Subject
Components, and Buyer hereby purchases and assumes all of Seller’s right, title, interest in and
to each Subject Component all as consistent with the Agreement.

2. Each of the Parties shall use its commercially reasonable efforts to take, or cause to be
taken, all appropriate action, do or cause to be done all things necessary, proper or advisable
under Applicable Laws, and execute and deliver such documents and other papers, as may be
required to carry out the provisions of this Bill of Sale and Assignment.

3. THE PARTIES ACKNOWLEDGE AND AGREE THAT THE SUBJECT
COMPONENTS ARE SOLD “AS IS” IN ALL RESPECTS, AND SELLER EXPRESSLY
DISCLAIMS ANY REPRESENTATIONS OR WARRANTIES OF ANY KIND OR NATURE,
WRITTEN OR ORAL, STATUTORY, EXPRESS OR IMPLIED, CONCERNING THE
SUBJECT COMPONENTS (INCLUDING, WITHOUT LIMITATION, ANY RELATING TO
THE CONDITION, VALUE OR SUFFICIENCY OF THE SUBJECT COMPONENTS).
WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, SELLER
SPECIFICALLY DISCLAIMS ANY REPRESENTATION OR WARRANTY OF

9
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MERCHANTABILITY, USAGE, SUITABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OF, OR AS TO THE ABSENCE OF ANY DEFECTS IN, THE SUBJECT
COMPONENTS.

4, Each of the Parties acknowledges and agrees that neither the representations and
warranties nor the rights and remedies of the Parties under the Agreement shall be deemed to be
enlarged, modified or altered in any way by this Bill of Sale and Assignment, and, to the extent
there shall arise a conflict between this Bill of Sale and Assignment and the Agreement, the
Agreement shall control.

5. This Bill of Sale and Assignment shall bind and shall inure to the benefit of the respective
Parties and their assigns, transferees and successors.

6. This Bill of Sale and Assignment shall be construed and enforced in accordance with the
laws of the State of [insert the State where the relevant Project is located].

7. This Bill of Sale and Assignment may be executed in one or more counterparts, each of
which shall be deemed an original but all of which together shall constitute one and the same
instrument.

[Remainder of Page Intentionally Left Blank]

10
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IN WITNESS WHEREOF, this Bill of Sale and Assignment has been duly executed and
delivered by a duly authorized representative of each of the Parties as of the date first above

written.

CAPITAL SERVICES, LLC SOUTHWESTERN PUBLIC SERVICE
COMPANY, a New Mexico corporation

Name: Name:
Title: Title:

11
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PTC Component

Serial Number

12
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Southwestern Public Service Company
Purchase and Sale Agreement between Invenergy and

Southwestern Public Service Company, dated March 9, 2017

2021 TX Rate Case

APPLICATION OF
SOUTHWESTERN PUBLIC SERVICE COMPANY
FOR AUTHORITY TO CHANGE RATES

ML-RR-7(V) is provided in electronic format.
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Pages 1 through 1
of
Attachment ML-RR-8(V)(HS)
Engineering, Procurement, and
Construction Agreement by and between
Southwestern Public Service Company, and
Wanzek Construction, Inc., dated as of
October 13, 2017

is
Highly-Sensitive Protected
Information

HIGHLY-SENSITIVE PROTECTED MATERIALS
PROVIDED PURSUANT TO PROTECTIVE ORDER
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@ Xcel Energy

Intra-Office Memorandum

Date: January 7, 2020
To: SPS Energy Supply Leadership
From: Brian Smit, Manager, Strategic Asset Management

Subject: Plant X, Unit 3 Discovery Work Investment

During the fall 2019 outage work for Plant X, Unit 3 (Plant X3), a material amount of
discovery work was identified. Plant X3 has an approved retirement date of 2024 in the
Texas and FERC jurisdictions and a 2020 retirement date in the New Mexico jurisdiction.
Filings have been submitted and are currently in progress to align the Plant X3
retirement date to 2024 in all regions. The unit is scheduled to operate through 2024,
and has an EQY 2019 estimated net book value of $4.04M and an underfunded cost of
removal (COR) reserve of $89,000 to be collected through rates.

The discovery work that is out of the planned outage scope includes the following items:

I Estimated

Item Description
Expense

Capital
Wall Tube Replacement $2,982,500
Bull Nose Tubes $100,000
APH Material $126,000
APH Labor $133,875
Ignitor Replacement $318,750
Corner tube material $515,625
Insulation and Refractory $371,875
Subtotal Capital $4,548,625
O&M
Turbine Valve Repairs $249,688
Chemical Clean $112,500
Main Steam Seamed Pipe Inspection $158,750
Condenser Inspection $106,250
Subtotal O&M $627,188

To evaluate the financial impact of the discovery work identified, three scenarios were
evaluated:

1. Complete Discovery Work: The additional capital ($4,548,625) and O&M
($627,188) work that was identified in the fall 2019 outage is completed, to
maintain the unit until its current operational date of 2024. Sensitivities were
incorporated to account for 25% sensitivity on the capital estimates.

2. Retire in Place, Energy Replacement: This scenario considers that the unit is
retired in place due to the discovery work identified and the energy that was
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planned to be generated from Plant X3 is served by market energy (2020-2024
average of $24.26/MWh).

3. Retire in Place, Firm Capacity and Energy Replacement: This scenario considers
that the unit is retired in place due to the discovery work identified. The energy
that was planned to be generated from Plant X3 is served by market energy
(2020-2024 average of $24.26/MWh). The capacity (93 MW) is assumed to be
replaced at the cost of a CT with firm gas ($7.95/kW-mo), as Plant X3 currently
provides firm capacity to the SPS system.

Based on the scenarios outlined above, the unit’s lifecycle cost is outlined in the
table below.

Action PVRR

LCOE
($/MWh)

$52,331,909 $32.83

Complete Discovery Work
(Capital Scope Reduction of 25%)

Complete Discovery Work $53,477,957 $33.55

Complete Discovery Work
(Capital Scope Increase of 25%)
Retire in Place, Energy Replacement $43,415,491 $27.23

Retire in Place, Firm Capacity and
Energy Replacement

$54,624,005 $34.26

$79,401,815 $49.81

It is important to note that this analysis is based on forecasted energy prices and unit
capacity factors. As with any forecast modeling, the model is run with “complete” market
information where real dispatch of the system includes variations and divergence form
what was forecasted. As shown in the table above, based on the market information
available at this time, it is most cost effective to retire Plant X3 and forego the discovery
work, based on the forecasted market alternatives and no additional capacity need
based on this retirement. It is also worth noting that Plant X3 is forecasted to have
$4.13M of unrecovered investment (asset net book value and unrecovered COR) at the
end of 2019.

Based on this analysis the discovery work should not be completed without direction
from the regional commission that Plant X3 must spend the capital and remain in
service. Based on the current SPS generating fleet, SPS capacity needs, forecasted
market alternatives and the discovery work estimates, the most fiscally responsible
action regarding Plant X3 is to not complete the discovery work and begin the process of
retiring the unit.
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