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WillisTowers Watson Bai"§"lsl

Suite 1700

May 13, 2016

Mr. Richard R. Schrubbe

Director, Corporate and Benefits Accounting
Xcel Energy Inc.

414 Nicollet Mall

Minneapolis, Minnesota 55401

2016 VALUATION RESULTS AND 2017-2021 CONTRIBUTION AND COST ESTIMATES

Dear Rick:

This letter summarizes the results of the 2016 plan year IRS funding valuations for Xcel Energy’s qualified
pension plans. Also included are costs for the Long-Term Disability (LTD) and Workers’ Compensation plans
that have been updated from the February 17, 2016, results to reflect 2016 census data and the final 2016
discount rate developed using cash flows based on the 2016 census data. Costs for the PSCo Bargaining
Plan have been updated to reflect the negotiated Retirement Spending Account contribution increase and
Nongqualified Plan settlement charges have been updated to reflect known 2016 and expected 2017 lump
sum payments. Costs for all other plans are unchanged from February 17, 2016.

Attached to this letter are updated PBGC variable premium and IRS funded status forecasts followed by the
previously provided benefit cost exhibits with the updates mentioned above. Also included is an exhibit that
provides plan specific details of the cost reconciliations for the qualified pension plans.

PENSION PLAN FUNDING

Summary of Key Results

The key results for each plan are provided in the following table:

Xcel Energy NCE SPS PSCo
Pension Nonbargaining Bargaining Bargaining
(% in Millions) Plan Plan Plan Plan

Effective Interest Rate 5.94% 5.81%
Minimum Required Contribution as of January 1, $89.6

6.07% 6.04%

$12‘B $4.6 $17.6

20186, for the 2016 Plan Year Before Funding

Balance

Minimum Required Contribution as of January 1, $0.0 $0.0 $0.0 $0.0
2016, for the 2016 Plan Year After Funding

PBGC Variable Premiums : $3.3 $0.9 $0.4 $3.4
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Funded Status

A plan’s funded status is measured by comparing the present value of plan benefits to the value of plan
assets. The following table summarizes the 2016 plan year funded percentages:

Minimum Funding and Benefit

Restrictions - 2016 NCE SPS PSCo
($.in Thousands) Xcel Energy Nonbargaining Bargaining Bargaining
Pension Plan RPlan Plan Plan

1. Effective Interest Rate 5.94% 5.81% 6.07% 6.04%
2. Target Liability as of January 1 $1,5636,975 $254,236 $295 577 $862,991
3 Actuarial Value of Assets as of January 1 $1,622,100 $260,638 $338,291 $933,741
4. Funding Balance as of January 1 $123,850 $16,239 $39,695 $96,068
5. Funded Percentage before funding balance 105.5% 102.5% 114.4% 108.1%

reduction from plan assets [(3) / (2)]

6. Funded Percentage with funding balance
reduction from plan assets (FTAP) 97.4% 96.1% 101.0% 97.0%

[((3) — (4)/ ()]

Benefit Restrictions

Based on the 2016 funding results, no benefit restrictions will apply for the 2016 plan year since the
preliminary AFTAP for each plan exceeds 80.0%. We will provide our certification of the funded status for the

plans prior to the September 30, 2016 deadline.
Funding Balances

The following summarizes the funding balance activity for the Xcel Energy pension plans.

Xcel Eneray NCE Non- SPS PSCo
($ in Millions) Pension Plan bargaining Bargaining Bargaining
Plan Plan Plan
Funding Balances at January 1, 2015 A otimes o sid9 . EiAsY 0 et
Funding Balances used during 2015 (51.0) (7.9) 0.0 0.0
Excess contributions elected to be added to
funding balance 57.9 9.5 15.0 10.0
Interest adjustments (0.5) (0.1) (0.2) (0.7)
Amount of funding balance forfeited for
AFTAP purposes 0.0 9.0 . 0.0
Funding balance transferred as a resuit of the 0.2 (0.2) 0.0 00

non-deminimis asset transfer

Balarices at January

http:llnatct.]ntemal.tcwerswatson.comlclient51609084lRETActuarial-201GIDocumentsIProjeclionslMay - Projections/2016 Valuation Results and 2017-2021 Contribution and Cost
Estimates - May 2016 .docx Page 2 of 10



Attachment RRS-1
Hearing Exhibit 112
Page 3 of 16

WillisTowers Watson 1:l"1"Isl Mr. Richard R. Schrubbe
May 13, 2016

PBGC Premiums

The PBGC variable premium amounts for the Xcel Energy Pension Plan and the SPS Bargaining Plan are
based on the Alternative Premium Funding Target, determined without regard to 25-year average interest
rate corridors. The variable premium amounts for the NCE Nonbargaining and PSCo Bargaining Plans are
based on the Standard Premium Funding Target. However, the NCE Nonbargaining Plan is above the per-
participant cap and the variable rate premium is limited to $500 per participant. All other plans remain below
the per-participant cap and variable rate premiums are equal to 3.0% of the unfunded vested liability.

The Xcel Energy Pension Plan, NCE Nonbargaining Plan, SPS Bargaining Plan, and PSCo Bargaining Plan
can eliminate variable premium with September 15, 2016 contributions of $114.0 million, $34.4 million,
$15.0 million and $117.6 million, respectively.

ERISA 4010 Funded Status

An ERISA 4010 filing is required if any 4010 Funding Target Attainment Percentage (4010 FTAP) for a plan
within the controlled group of the plan sponsor is less than 80%. For this purpose, the target liability is
calculated using interest rates that ignore the MAP-21/HATFA/BBA interest rate corridors and plan assets are
reduced by the amount of the prefunding balance and funding standard carryover balance. This
determination is done as of the valuation date for the plan year ending within the information year ending
December 31, 2016 (i.e., the 2016 plan year). The valuation date for the 2016 plan year is January 1, 2016.
The January 1, 2016 4010 FTAPs for all Xcel Energy pension plans are as follows:

4010 FTAP = 2016 NCE SPS PSCo

(% in Thousands) Xcel Energy Nonbargaining  Bargaining Bargaining
Pension Plan Plan Plan Plan

1. Effective Interest Rate 4.11% 3.88% 4.30% 4.25%
2. Target Liability as of January 1 $1,786,466 $289,163 $358,608  $1,039,267
3 Actuarial Value of Assets as of January 1 $1,622,100 $260,638 $338,291 $933,741
4. Funding Balance as of January 1 $123,850 $16,239 $39,695 $96,068
5 Funded Percentage with funding balance

reduction from plan assets (4010 FTAP) 83.9% 84.5% 83.3% 80.6%

JERNEE T V) ; M

e ——— T —— e r—

Based on the results above, no filing will be required for the 2016 information year. However, the forecasted
2017 4010 FTAPs for all plans are below 80% and a 4010 filing may be required for the 2017 information
year. If a 4010 filing is required for the 2017 information year, the submission deadline will be April 15, 2018.
We will continue to monitor interest rates and asset returns throughout the year and can address
contribution/funding balance forfeiture strategies to avoid a filing as part of the contribution planning process
in the fall.

LONG-TERM DISABILITY AND WORKERS’ COMPENSATION RESULTS

The combined 2016 Workers' Compensation (WC) and Long-Term Disability (LTD) cost/(income) is

$0.3 million, a $0.1 million decrease from our February cost estimate of $0.4 million for the plans combined.
Updating the BOND:Link model results to use the cash flows based on the 2016 census data increases the
discount rate from an estimated rate of 4.39% to 4.46%.

The decrease in LTD cost from $0.0 million in the February 17 cost estimates to the final 2016 result of
($0.7) million is due to lower projected December 31, 2016 liabilities, which is the result of fewer participants
receiving payments from the plan in 2016 than expected.

http:llnatctintemal.towerswalson.comlclientsl609084lRETActuan'al-2016/DocumentslProjectionsIMay - Projections/2016 Valuation Results and 2017-2021 Contribution and Cost
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The increase in WC cost from $0.4 million in the February 17 cost estimates to the final 2016 result of
$1.1 million is due to higher projected December 31, 2016 liabilities, which is the result of increases in small
claims from the 1988-1991 experience years that are below reinsurance levels.

RESULTS EXHIBITS

Pension contribution and PBGC variable premium forecasts are attached to the end of this letter. The
planned funding schedule provided by Xcel Energy is assumed to sufficiently cover all minimum required
contributions. Contribution and PBGC premium forecasts include 5% liability increases starting in 2017 to
estimate the impact of potential mortality updates. Benefit cost forecasts for all plans except PSCo
Bargaining, Nonqualified Plan and LTD and Workers’ Compensation have not been updated from the
forecasts provided on February 17, 2016. Estimates of 2017-2021 benefit costs summarized by legal entity
are also presented in the attached exhibits as follows:

s Exhibit]:  Benefit Cost Estimates — Qualified Pension Plans
m ExhibitIl: Benefit Cost Estimates — Nonqualified Pension Pians
Exhibit Il Benefit Cost Estimates — Retiree Medical and Life Insurance Plan

Exhibit IV:  Liabilities — LTD and Workers’ Compensation
Exhibit V:  Claims and Expenses — LTD and Workers' Compensation

m  Exhibit VI: Benefit Cost Estimates — LTD and Workers' Compensation
m Exhibit VII: Benefit Cost Reconciliation Details — Qualified Pension Plans

http:l/natct.intemal.towerswatson.comlclientsISOQOBMRETAcluan'aI-201 6/Documents/Projections/May - Projections/2016 Valuation Results and 2017-2021 Contribution and Cost
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Plans Valued

The attached exhibits include estimates for the following employee benefit plans maintained by
Xcel Energy Inc. (Xcel Energy):

m Xcel Energy Pension Plan

m Xcel Energy Inc. Nonbargaining Pension Plan (South) [NCE Nonbargaining Plan]

m New Century Energies Inc. Retirement Plan for SPS Bargaining Unit Employees and Former
Nonbargaining Unit Employees [SPS Bargaining Plan]

m New Century Energies Inc. Retirement Plan for PSCo Bargaining Unit Employees and Former
Nonbargaining Unit Employees [PSCo Bargaining Plan]

m Xcel Energy Nonqualified Defined Benefit Plan

m Xcel Energy SERP

m SPS SERP

m Employment Agreements

s Fort St. Vrain Nuclear Operations Personnel Plan

m NMC SERP Part A

m Xcel Energy Retiree Medical and Life Insurance Plan (including Executive Life Insurance)
m  Xcel Energy Workers’ Compensation

m Xcel Energy Long-Term Disability (LTD) Income

http:llnatctin(emal.towerswatson.comlclient51609084lRETActuaﬁa1—201GIDocumentslProjectionslMay - Projections/2016 Valuation Results and 2017-2021 Contribution and Cost
Estimates - May 2016 .docx Page 5 of 10
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FORECAST RESULTS

Forecast results are based on the information summarized below and do not reflect potential de-risking
activities such as a terminated vested lump sum window or a small benefit retiree annuity purchase.

The following provides a reconciliation of actual 2016 costs to 2017 estimated costs, prior to regulatory
effects:

Reconciliation of Benefit Costs (prior to regulatory effects)

Workers’
Qualified Nongqualified Retiree Compen- Long Term

($ in Millions) Pension! Pension?® Medical sation Disability Total

‘Final2016. R T G e S0i) 9126
Historical asset performance 5.4 0.0 0.0 0.0 0.0 54
Expected liability, asset, and

(1.7) (0.6) (0.6) 13 (12.9)

initia stimat; U ra e o0 s11768

T Qualified Pension Plan ¢ el Energy Nuclear costs are determined under the Aggregate
Cost Compensation Method. No additional regulatory deferrals have been reflected. See Exhibit VI for additional details.

2 9016 Includes estimated settlement charge of $1.9 million related to Mr. Connelly’s and other participants expected payments.

3 9017 Includes estimated settlement charge of $1.4 million assuming $3.0 million of lump sum payments are made in 2017 ($2.1

million of known and $0.9 million of expected).

loss amortization changes

DATA, ASSUMPTIONS, METHODS AND PLAN PROVISIONS

The 2016 benefit costs, 2016 funding results and estimated 2017-2021 costs reflect the following data,
assumptions, methods and plan provisions:

Data

The 2016 benefit cost results and results for 2017-2021 are based on participant data as of January 1, 2015,
projected to the end of the year based on status, compensation and benefit changes through November 30,
2015, and known retirements for December 2015. Actual new entrants through November 30, 2015, and
expected new entrants through December 31, 2015, are included. See our February 17, 2016, letter for more
details. The 2016 pension funding, Workers' Compensation and Long-Term Disability results are based on

data as of January 1, 2016.

http:llnatct.intemal.towerswatson.comlclientsl6090841RETActuariaI-201 s/Documents/Projections/May - Projections/2016 Valuation Results and 2017-2021 Contribution and Cost
Estimates - May 2016 .docx Page 6 of 10



Attachment RRS-1
Hearing Exhibit 112
Page 7 of 16

WillisTowers Watson 1si"1"l:l Mr. Richard R. Schrubbe
May 13, 2016

Economic Assumptions

The key assumptions used to determine the actual 2016 and estimated 2017 - 2021 benefit cost results are
provided below. The assumptions used to calculate the cost under the aggregate cost method are the same
as used to prepare the ASC 715 results, except as noted. Actual asset returns net of administrative expenses
are assumed to equal the expected return on assets assumptions throughout the forecast period.

May 13, 2016 results

Discount Rate — ASC 715:

m  Xcel Energy Pension Plan 4.64%
m  NCE Nonbargaining Pension Plan 4.48%
m SPS Bargaining Pension Plan 4.73%
m PSCo Bargaining Pension Plan 4.71%
m Nonqualified Pension Plan 4.34%
m Retiree Medical and Life Insurance Plan 4.65%
m Workers' Compensation and LTD 4.46%
Expected Return on Assets Assumption — Pension:

m  Xcel Energy Pension Plan : 7.10%
m  NCE Nonbargaining Pension Plan 6.90%
m SPS Bargaining Pension Plan 6.75%
m PSCo Bargaining Pension Plan 6.50%
m Weighted Average Expected Return 6.87%
Expected Return on Assets Assumption — VEBA 5.80%
(Bargaining/Nonbargaining)

Discount Rate — Aggregate Cost 7.10%
Salary Scale’ 4.00%
Initial Medical Trend 6.00%
Ultimate Medical Trend 4.50%
Year Ultimate Trend is Reached 2019

1 Weighted average of age-graded table (nonbargaining) and service-graded table (bargaining)

a The interest rate for converting lump sums to annuities and annuities to lump sums was updated from
4.00% to 4.25% in all years. The pre-PPA lump sum conversion interest rate was updated from 3.00% to
3.25%.

m The interest crediting rate for the 5% cash balance formula was updated form 3.00% to 3.25%. The
interest crediting rate for the Retirement Spending Account was updated from 1.25% to 1.50%.

m The HRA trend assumption is 2.0%.

http:llnatct.intemal.towerswatson,comlclienlsf609084lRETAc(uarial-201 6/Documents/Projections/May - Projections/2016 Valuation Results and 2017-2021 Contribution and Cost
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We have assumed Xcel Energy continues to use the 24-month average of the three-segment interest rates
as of September in the year prior to the valuation date. The underlying three-segment rates from April 2016
were assumed to remain constant throughout the forecast period. This methodology produces the following
effective interest rates:

Year
_ 2016 2017 2018 2019 2020 2021
Xcel Energy Pension Plan 5.94% 5.75% 5.56% 5.39% 5.24% 4.83%
NCE Nonbargaining Plan 5.81% 5.63% 5.44% 5.27% 5.12% 4.71%
SPS Bargaining Plan 6.07% 5.88% 5.69% 5.52% 5.37% 4.96%
PSCo Bargaining Plan 6.04% 5.85% 5.66% 5.49% 5.34% 4.93%

Demographic Assumptions
m Active participant counts are assumed to remain level throughout the forecast period.

m  When not prescribed by the IRS, the mortality assumption is the RP-2014 tables (biue collar for
bargaining participants and white coliar for nonbargaining participants, as adjusted for 2014 Xcel Energy
mortality study) projected with generational mortality improvements using an adjusted SOA MP-2014
methodology.

m  When not prescribed by the IRS, the mortality assumption for converting lump sums to annuities or
annuities to lump is a combined annuitant and non-annuitant RP-2014 table projected with scale MP-
2014 to the commencement year plus an additional 10 years.

w Liabilities that are required to use IRS prescribed mortality are based on the tables applicable for 2016
with projections to the valuation year and increased by 5% starting in 2017 to estimate the impact of
potential mortality updates.

w Demographic assumptions have been updated based on a review of experience from 2010 through 2014
and future expectations, as provided in our November 19, 2015, letter and approved by the Pension Trust
Administration Committee on December 16, 2015.

Pension Contributions
The forecasts reflect actual 2016 contributions of $125 million made on January 4, 2016, and planned

contributions provided by Xcel Energy for 2017 through 2020. Contributions for 2021 are assumed to be
equal to 2020. The table below summarizes the amounts assigned to each plan over the forecast period:

Year
2016 2017 2018 2019 2020 20211
Xcel Energy Pension Plan $90.0 $90.0 $90.0 $80.0 $46.0 $46.0
NCE Nonbargaining Plan 10.0 10.0 12.0 17.0 17.0 17.0
SPS Bargaining Plan 15.0 15.0 8.0 8.0 7.0 7.0
PSCo Bargaining Plan 10.0 10.0 15.0 20.0 55.0 55.0
Total Contribution $125.0 $125.0 $125.0 $125.0 $125.0 $125.0

1 Current projections indicate that an additional $87 million in Xcel Energy Pension Plan contributions may be required in 2021 to meet
the minimum requirements.

w Contributions in 2017 and beyond are assumed to be paid on January 15 and assigned to the prior plan
year,

http:l/natct.intemal,towerswatson.comlclientsIGOgOMIRETAc!uarial-2016/DocumentslPro]ectionslMay - Projections/2016 Valuation Results and 2017-2021 Contribution and Cost
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PBGC Premiums

s The PBGC Variable Premium estimates reflect the increase in premium rates under The Bipartisan
Budget Act of 2015, actual January 1, 2016, asset values, demographic experience, and 5% liability
increases starting in 2017 to estimate the impact of potential mortality updates.

w The estimates also assume the Xcel Energy Pension Plan and the SPS Bargaining Plan continue to use
the alternative interest rate method, and the NCE Nonbargaining Plan and the PSCo Bargaining Plan
continue to use the standard interest rate method.

m The PSCo Bargaining Plan is expected to be at the per-participant variable rate premium cap starting in
2017 and extending through the remainder of the forecast period. The NCE Nonbargaining Plan is
expected to be at the per-participant variable rate premium cap starting in 2016 and extending through
2020.

Retiree Medical and Life Insurance Plan — Effects of Health Care Reform

= Our estimates continue to assume the same effects as noted in our 2016 ASC 715 cost report dated
April 27, 2016.

Plan Changes

m Effective January 1, 2016, the annual credits contributed to the Retirement Spending Account increased
from $1,400 to $1,700 for service after January 1, 2016 for the PSCo Bargaining Plan.

ACTUARIAL CERTIFICATION

As requested by Xcel Energy Inc., this report provides results of the actuarial valuations of the Xcel Energy
Inc. employee benefit plans indicated above. This report should not be used for other purposes, distributed to
others outside Xcel Energy Inc. or relied upon by any other person without prior written consent from Willis
Towers Watson. Except where we expressly agree in writing, this report should not be disclosed or provided
to any third party, other than as provided below. In the absence of such consent and an express assumption
of responsibility, no responsibility whatsoever is accepted by us for any consequences arising from any third
party relying on this report or any advice relating to its contents.

Xcel Energy Inc. may make a copy of this report available to auditors or appropriate governmental agencies
of the plan or the plan sponsor, but we make no representation as to the suitability of this report for any
purpose other than that for which it was originally provided and accept no responsibility or liability to the
auditors in this regard. Xcel Energy Inc. should draw the provisions of this paragraph to the attention of the
auditors or appropriate governmental agencies when providing this report to them.

In preparing this valuation, we have relied upon information and data provided to us by Xcel Energy Inc. and
other persons or organizations designated by Xcel Energy Inc. An audit of the financial and participant data
provided was not performed, but we have checked the data for reasonableness as appropriate based on the
purpose of the valuation. The results presented in this report are directly dependent upon the accuracy and
completeness of the underlying data and information. Any material inaccuracy in the data, assets, plan
provisions or other information provided to us may have produced results that are not suitable for the
purposes of this report and such inaccuracies, as corrected by Xcel Energy Inc., may produce materially
different results that could require that a revised report be issued.

This valuation refiects our understanding of the relevant provisions of the Pension Protection Act of 2006.
The IRS has yet to issue final guidance with respect to certain aspects of this law. It is possible that such
guidance may conflict with our understanding of the law and could therefore affect results shown in this
report.
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The results summarized in this report involve actuarial calculations that require assumptions about future
events. We believe the assumptions and methods used in this report are reasonable and appropriate for the
purposes for which they have been used. In our opinion, all methods, assumptions and calculations are in
accordance with requirements of the Internal Revenue Code and ERISA, and the applicable financial
accounting standards, including ASC 712 and 715 and the procedures followed and presentation of results
are in conformity with generally accepted actuarial principles and practices.

Assumptions for determining benefit cost results were selected by Xcel Energy Inc. Xcel Energy Inc. uses the
standards set out in ASC 715 to calculate pension cost for each plan in total; pension cost for the subsidiaries
is calculated based on plan assets allocated to each subsidiary in proportion to the PBO for each subsidiary.
Beginning in fiscal 2010, Discontinued Operations is allocated assets in proportion to its PBO, similar to
nondiscontinued operations. The gain/(loss) amortization is allocated to each subsidiary in proportion to the
gain/(loss) balance for each subsidiary (excluding deferred asset gains and losses). This methodology is
consistent with former NSP’s methodology since 1998 and has been applied to the former NCE pension plans
since January 1, 2001. A similar methodology is used for the ASC 715 costs for the Retiree Medical and Life
Plan, except separate asset accounts are used for each subsidiary.

Except as otherwise provided herein, the results presented are based on the data, assumptions, methods
and plan provisions outlined in the actuarial valuation reports to determine accounting requirements for the
plan for the plan year ending December 31, 2015, and beginning January 1, 2016 dated April 27, 2016.
Therefore, the descriptions of the data, assumptions, methods, plan provisions and limitations of the valuation
and its use should be considered part of this letter report.

The undersigned consultants with actuarial credentials meet the Qualification Standards of the American
Academy of Actuaries to render the actuarial opinions contained herein. Our objectivity is not impaired by any
relationship between the Xcel Energy Inc. and our employer, Towers Watson Delaware Inc., a subsidiary of
Willis Towers Watson PLC.

NEXT STEPS

If you have any questions or would like to discuss, please contact Jim at 952-842-6354 or Mark at
+1 952 842 6445.

Sincerely,

A e b0 Y/

James W. Shaddy, ASA Mark A. Afdahl, FSA

Consulting Actuary Consulting Actuary

cc: Todd Degrugillier — Xcel Energy Inc. Ross Athman — Willis Towers Watson

Darla Figoli — Xcel Energy Inc. Mark Bilderback — Willis Towers Watson
Levi Glines — Xcel Energy Inc. Beth Fernandez — Willis Towers Watson
Nate Hertz — Xcel Energy Inc. Kristoff Hendrickson — Willis Towers Watson
Kris Lindemann — Xcel Energy Inc. Scott Lund — Willis Towers Watson
Ruth Lowenthal — Xcel Energy Inc. Nick Principe — Willis Towers Watson
Garrett Mikrut — Xcel Energy Inc. Tyler Tanck — Willis Towers Watson

Jill Reed — Xcel Energy Inc.
Debbie Robin — Xcel Energy Inc.
Jeff Savage — Xcel Energy Inc.
Brian Van Abel — Xcel Energy Inc.
Greg Zick — Xcel Energy Inc.
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