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PART |
ltem | — Business

DEFINITION OF ABBREVIATIONS AND INDUSTRY TERMS

Xcel Energy Inc.’s Subsidiaries and Affiliates (ctent and former)

NSP-Minnesota Northern States Power Company, a Minnesota coriparat
The electric production and transmission systef®P-Minnesota and NSP-Wisconsin operated on an
NSP System integrated basis and managed by NSP-Minnesota
NSP-Wisconsin Northern States Power Company, a Wisconsin coriporat
PSCo Public Service Company of Colorado
SPS Southwestern Public Service Company
Utility subsidiaries NSP-Minnesota, NSP-Wiscon$t§Co and SPS
Xcel Energy Xcel Energy Inc. and its subsidiaries

Federal and State Regulatory Agencies

CFTC Commodity Futures Trading Commission

D.C. Circuit United States Court of Appeals for the DistricGaflumbia Circuit
DOT United States Department of Transportation
EPA United States Environmental Protection Agency
FERC Federal Energy Regulatory Commission

IRS Internal Revenue Service

MPSC Michigan Public Service Commission

MPUC Minnesota Public Utilities Commission

NERC North American Electric Reliability Corporati
NRC Nuclear Regulatory Commission

PSCW Public Service Commission of Wisconsin

SEC Securities and Exchange Commission

WDNR Wisconsin Department of Natural Resources

Electric, Purchased Gas and Resource AdjustmentiGles

CIP Conservation improvement program
FCA Fuel clause adjustment
PGA Purchased gas adjustment

Other Terms and Abbreviations
AFUDC Allowance for funds used during construction

ALJ Administrative law judge
APBO Accumulated postretirement benefit obligation
ARO Asset retirement obligation
ASU FASB Accounting Standards Update
C&l Commercial and Industrial
CAA Clean Air Act
CAIR Clean Air Interstate Rule
Alliance of electric cooperatives, municipals anddstor-owned utilities in the upper Midwest invedvin a
CapXx2020 joint transmission line planning and constructiffiort
CO; Carbon dioxide
CPCN Certificate of public convenience and netgssi
CSAPR Cross-State Air Pollution Rule
CWIP Construction work in progress
D.C. Circuit United States Court of Appeals for the DistricGaflumbia Circuit
ETR Effective tax rate
FASB Financial Accounting Standards Board
GAAP Generally accepted accounting principles
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GHG
LNG
MACT
MGP
MISO
Moody’s
MVP

Native load
NOL

NOx

NSPS
o&M

OCl

PCB

Pl
PIM
PM
PPA
PRP
PTC
PV
REC
ROE
ROFR
RPS
RSG
RTO
ROFR
SO:
SPP

Standard & Poor’s

Measurements
KV

KWh

Mcf

MMBtu

MW

MWh

Greenhouse gas
Liquefied natural gas

Maximum Achievable Control Technology

Manufactured gas plant

Midcontinent Independent System Operator, Inc.

Moody’s Investor Services
Multi-Value Project

Customer demand of retail and wholesale customkesety a utility has an obligation to serve undatuse

or long-term contract

Net operating loss

Nitrogen oxide

New source performance standard
Operating and maintenance

Other comprehensive income
Polychlorinated biphenyl

Prairie Island nuclear generating plant

PJM Interconnection, LLC
Particulate matter

Purchased power agreement
Potentially responsible party
Production tax credit

Photovoltaic

Renewable energy credit

Return on equity

Right of first refusal

Renewable portfolio standards
Revenue sufficiency guarantee
Regional Transmission Organization
Right of first refusal
Sulfur dioxide

Southwest Power Pool, Inc.
Standard & Poor’s Ratings Services

Kilovolts

Kilowatt hours

Thousand cubic feet
Million British thermal units
Megawatts

Megawatt hours
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COMPANY OVERVIEW

NSF-Wisconsin was incorporated in 1901 under the laff/isconsin. NSP-Wisconsin is a utility primaréygaged in the generation,
transmission, distribution and sale of electrigityortions of northwestern Wisconsin and in thesteen portion of the Upper Peninsula of
Michigan. NSP-Wisconsin purchases, transportsiilliges and sells natural gas to retail custoraatstransports customer-owned natural gas in
this service territory. NSP-Wisconsin providesctie utility service to approximately 255,000 cusiers and natural gas utility service to
approximately 111,000 customers. Approximately 8&pent of NSP-Wisconsin's retail electric operatiagenues were derived from operations
in Wisconsin during 2014. Although NSP-Wisconsilaigge commercial and industrial electric retagttumers are comprised of many diversified
industries, a significant portion of NSP-Wisconsitdrge commercial and industrial electric saletuihe the following industries: food products,
paper, allied products and sand mining for oil gad extraction. For small commercial and indulsttistomers, significant electric retail sales
include the following industries: grocery and dijiestablishments, educational services and heattfices. Generally, NSP-Wisconsin’s
earnings contribute approximately five percent@m#rcent of Xcel Energy’s consolidated net income.

The electric production and transmission costhiefentire NSP System are shared by NSP-Minnesdtdl&R-Wisconsin. A FERC-approved
Interchange Agreement between the two companiesda® for the sharing of all generation and traission costs of the NSP System. Such
costs include current and potential obligation8l8f-Minnesota related to its nuclear generatinijjtias.

NSF-Wisconsin owns the following direct subsidiari€hippewa and Flambeau Improvement Co., which opgfagdro reservoirs; Clearwater
Investments Inc., which owns interests in afforddimusing; and NSP Lands, Inc., which holds reates

NSF-Wisconsin conducts its utility business in thddwling reportable segments: regulated electridgtytitegulated natural gas utility and all
other. See Note 14 to the consolidated finantiéments for further discussion relating to corappae segment revenues, net income and relatec
financial information.

NSF-Wisconsin’s corporate strategy focuses on foue atjectives: improving utility performance; drigimperational excellence; providing
options and solutions to customers; and investinghfe future.

ELECTRIC UTILITY OPERATIONS
Public Utility Regulation

Summary of Regulatory Agencies and Areas of Juridihn — Retail rates, services and other aspects of NSRaM&n’s operations are
regulated by the PSCW and the MPSC, within theipeetive states. In addition, each of the statengigsions certifies the need for new
generating plants and electric transmission lireferie the facilities may be sited and built. NSEs&Unsin is subject to the jurisdiction of the
FERC with respect to its wholesale electric operetj hydroelectric generation licensing, accoungiragtices, wholesale sales for resale, the
transmission of electricity in interstate commei@npliance with the NERC electric reliability stamds, asset transactions and mergers, and
natural gas transactions in interstate commerc®P-N/isconsin and NSP-Minnesota have been grantgthued joint authorization from the
FERC to make wholesale electric sales at marketebpdaces. NSP-Wisconsin is a transmission owniegiber of the MISO RTO.

The PSCW has a biennial base rate filing requirémBg June of each odd numbered year, NSP-Wisnansaist submit a rate filing for the test
year beginning the following January. In recentrgeBlSP-Wisconsin has been submitting rate filiegsh year.

Fuel and Purchased Energy Cost Recovery Mechanism®SP-Wisconsin does not have an automatic eleatek&djustment clause for
Wisconsin retail customers. Instead, under Wisiconses, utilities submit a forward-looking anndiaél cost plan to the PSCW for

approval. Once the PSCW approves the fuel cost pliities defer the amount of any fuel cost undellection or over-collection in excess of a
two percent annual tolerance band, for future ma¢every or refund. Approval of a fuel cost plawd @any rate adjustment for refund or recovel
deferred costs is determined by the PSCW afteipaontunity for a hearing. Rate recovery of deférfigel cost is subject to an earnings test b
on the utility’s most recently authorized ROE. Foe$t under-collections that exceed the two peraental tolerance band for a calendar year
may not be recovered if the utility earnings faattilear exceed the authorized ROE.

NSF-Wisconsin’s retail electric rate schedules for Mgan customers include power supply cost recofamtors, which are based on 12-month
projections. After each 12-month period, a recattn is submitted whereby over-collections a&unded and any under-collections are
collected from the customers over the subsequentdrith period.
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Wisconsin Energy Efficiency Program— In Wisconsin, the primary energy efficiency progranfunded by the state’s utilities, but operatgd b

independent contractors subject to oversight byPtBEW and the utilities. NSRAsconsin recovers these costs in rates chargédigconsin retai
customers.

Capacity and Demand

Uninterrupted system peak demand for the NSP Systelectric utility for each of the last three ygand the forecast for 2015, assuming normal
weather, is listed below.

System Peak Demand (in MW)

2015
2012 2013 2014 Forecast
NSP System 9,47¢ 9,52¢ 8,84¢ 9,301

The peak demand for the NSP System typically odeuttse summer. The 2014 uninterrupted system deakand for the NSP System occurred
on July 21, 2014. The 2014 system peak demandomas ldue to cooler summer weather. The 2015 fotesasimes normal peak day weather.

Energy Sources and Related Transmission Initiatives

The NSP System expects to use existing power plaotger purchases, CIP options, new generatiotitfasiand expansion of existing power
plants to meet its system capacity requirements.

Purchased Powe— Through the Interchange Agreement, NSP-Wiscoreinives power purchased by NSP-Minnesota fronr effilégies and
independent power producers. Long-term purchaseeipcontracts typically require a periodic paymengecure the capacity and a charge for
the associated energy actually purchased. NSPédota also makes short-term purchases to meetsisdd and energy requirements, to
replace generation from company-owned units undent@nance or during outages, to meet operatiregwreobligations, or to obtain energy at a
lower cost.

Purchased Transmission Servic— In addition to using their integrated transmisssgatem, NSP-Wisconsin and NSP-Minnesota have atstra
with MISO and regional transmission service proksde deliver power and energy to the NSP System.

NSP System Resource Pla— In January 2015, NSP-Minnesota filed its 2016€@28&source Plan with the MPUC, proposing to achiawiO
percent reduction in carbon emissions by 2030 2606 levels through the significant addition ofeembles, continued commitment to specific
CIP annual achievements, and the continued oparatiits existing cost-effective thermal generatidrne plan positions NSP-Minnesota to be
responsive to future environmental requirementsraacket trends, builds on the significant investtaeready made in the NSP System, and
acknowledges the divergence in state energy psligithin the NSP System. Key points of the resoptaa include:

* Adding 600 MW of wind by 2020 and 1,200 MW by 20®7inging total wind power on the NSP System tor@;600 MW

« Adding 187 MW of large-scale solar energy by @@hd an additional 1,700 MW of large-scale sotat 3800 MW of customer-driven
small-scale solar; bringing total solar power om NSP System to approximately 2,400 MW;

» Operating the Monticello and PI nuclear plants tigtotheir current licenses; ¢

»  Continuing to run Sherco Units 1 and 2 with graudécreasing reliance through 2C

In February 2015, the MPUC approved the Competiiggquisition Plan (CAP), in which NSP-Minnesotaégjuired to add capacity to its system
to meet a resource need as follows:

« Enter into an agreement for 100 MW of distributeths with Geronimo Energy LL(
» Enter into an agreement with Calpine Corporatiaraf@845 MW expansion at its Mankato Energy Ceraec
» Construct a 215 MW Black Dog Unit 6 combustion tog:

NSF-Minnesota also proposed use of a collaboratiieesialder process to guide its five-year action ptard to facilitate the necessary update of
its resource analysis to incorporate the CAP ou&and significantly higher than expected resptm#s Community Solar Gardens program.
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CapX2020 CPCN —The PSCW issued a CPCN for the Wisconsin portidheHampton, Minn. to La Crosse, Wis. projecMay 2012. The
Wisconsin route is approximately 50 miles of neangmission line with an estimated cost of $211liomllThe line is expected to go into service
in the fall of 2015.

NSF-Wisconsin / American Transmission Company, LLC (&Y - La Crosse, Wis. to Madison, Wis. Transmissidne — In October 2013,
NSF-Wisconsin and ATC jointly filed an application Wwithe PSCW for a CPCN for a new 345 KV transmistiimmthat would extend from La
Crosse, Wis. to Madison, Wis. The proposed linevkmas the Badger Coulee line, would run betweehall 187 miles based on the permitted
route, which includes AFUDC, of between $540 an80&illion. NSP-Wisconsin's half of the projectsisared with two partners, Dairyland
Power Cooperative and WPPI Energy. NSP-Wiscongiortion of the investment is estimated to be betwk¥90 and $207 million. In 2011,
MISO determined the line to be a MVP project, aadach, eligible for cost sharing under MISO’s MdRff. The PSCW held hearings on the
application in January 2015, and a decision is ebgueby April 2015. If approved, NSP-Wisconsin &WC anticipate beginning construction on
the line in late 2016, with completion by late 2018

Fuel Supply and Costs

The following table shows the delivered cost per Btlof each significant category of fuel consumeddwned electric generation, the
percentage of total fuel requirements represengezhbh category of fuel and the total weighted ayercost of all fuels.

Coal @ Nuclear Natural Gas Weighted
Average Owned

NSP System Generating Plants Cost Percent Cost Percent Cost Percent Fuel Cost
2014 $ 2.2 52% $ 0.8¢ 42% $ 6.27 6% $ 1.94
2013 2.2C 49 0.9t 40 5.0¢ 11 2.0¢
2012 218 47 0.9C 42 4.21 11 1.8¢

@ Includes refuselerived fuel and woo

The higher cost of natural gas was primarily dubkigter market prices from increased demand becaafuseld weather in early 2014.
See Items 1A and 7 for further discussion of fugl@y and costs.

Fuel Sources

Coal— The NSP System normally maintains approximatélyldys of coal inventory. Coal supply inventorieBac. 31, 2014 and 2013 were
approximately 27 and 34 days usage, respectivelipet. 31, 2014, coal inventories were below optilexels due to railcar congestion. NSP-
Minnesota’s generation stations use low-sulfur emestoal purchased primarily under contracts wigbpéiers operating in Wyoming and
Montana. During 2014 and 2013, coal requirementshi® NSP System’s major coal-fired generating {slavere approximately 9.3 million tons
and 7.3 million tons, respectively. Coal requiretsdor 2014 were higher as Sherco Unit 3 was pladeatt in service. The estimated coal
requirements for 2015 are approximately 8.7 miltons, which reflects the retirement of Black Dogjtd 3 and 4.

NSF-Minnesota and NSP-Wisconsin have contracted fat spplies to provide 88 percent of their estimateal requirements in 2015, and a
declining percentage of the requirements in sule@gears. The NSP System’s general coal purchasijegtive is to contract for approximately
100 percent of requirements for the first yearpéitent of requirements in year two, and 33 perekregquirements in year three. Remaining
requirements will be filled through the procurempricess or over-the-counter transactions.

NSF-Minnesota and NSP-Wisconsin have a number oftcaasportation contracts that provide for delivefyL00 percent of their coal
requirements in 2015 and 2016. Coal delivery maguigect to interruptions or reductions due to apen of the mines, transportation problems,
weather and availability of equipment.
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Nuclear— NSP-Minnesota secures contracts for uranium agrages, uranium conversion, uranium enrichmentfaatfabrication to operate its’
nuclear plants. The contract strategy involvesré&g@® of spot purchases and medium and long-teomtracts for uranium concentrates,
conversion services and enrichment services withipteliproducers and with a focus on diversificatio minimize potential impacts caused by
supply interruptions due to geographical and wpdlitical issues.

e Current nuclear fuel supply contracts cover 10@getrof uranium concentrates requirements thro@d!8 2nd approximately 72 percen
the requirements for 2019 through 2027.

e Current contracts for conversion services cdg percent of the requirements through 2021 aptbapnately 62 percent of the
requirements for 2022 through 2027.

e Current enrichment service contracts cover 1@gnt of the requirements through 2021 and apprately 68 percent of the requirements
for 2025 through 2027.

Fabrication services for Monticello and Pl are p@@cent committed through 2030 and 2019, respégtive

NSF-Minnesota expects sufficient uranium concentratesyersion services and enrichment services tvh#able for the total fuel requirements
of its nuclear generating plants. Some exposuspdbd market price volatility will remain due to Extbased pricing structures contained in certain
supply contracts.

Natural gas— The NSP System uses both firm and interruptibkeiral gas supply and standby oil in combustiohings and certain boilers.
Natural gas supplies, transportation and storaéces for power plants are procured under corgrecprovide an adequate supply of fi
However, as natural gas primarily serves internteciad peak demand, remaining forecasted requirtsraes able to be procured through a lic
spot market. Generally, natural gas supply corgraate variable pricing that is tied to variousunaltgas indices. Most transportation contract
pricing is based on FERC approved transportatioff tates. Certain natural gas supply and transpian agreements include obligations for the
purchase and/or delivery of specified volumes ofirgd gas or to make payments in lieu of delivétyDec. 31, 2014 and 2013, the NSP System
did not have any commitments related to gas supgiracts; however commitments related to gas patetion and storage contracts were
approximately $349 million and $389 million, resfreely. Commitments related to gas transportatiod storage contracts expire in various yt
from 2015 to 2028.

The NSP System also has limited on-site fuel oilegie facilities and primarily relies on the spatrket for incremental supplies.
Renewable Energy Sources

The NSP System’s renewable energy portfolio incdudind, hydroelectric, biomass and solar power famth owned generating facilities and
PPAs. As of Dec. 31, 2014, the NSP System wasrimptiance with mandated RPS, which require genardtmm renewable resources of 18
percent and 12.9 percent of NSP-Minnesota and N&eafsin electric retail sales, respectively.

* Renewable energy comprised 24.2 percent andg@2c@nt of the NSP System'’s total owned and pgeshanergy for 2014 and 2013,
respectively.

* Wind energy comprised 13.7 percent and 12.6eperaf the total owned and purchased energy o8 System for 2014 and 2013,
respectively.

» Hydroelectric energy comprised 7.8 percent addoércent of the total owned and purchased erardiie NSP System for 2014 and
2013, respectively.

* Biomass and solar power comprised approxima&élypercent and 3.0 percent of the total ownedpamchased energy on the NSP
System for 2014 and 2013, respectively.

The NSP System also offers customer-focused rerlevealergy initiatives. Windsource® allows customarMinnesota, Wisconsin, and
Michigan to purchase a portion or all of their éfieity from renewable sources. In 2014, the nurmdfesustomers utilizing Windsource increased
to approximately 43,000 from 37,000 in 2013. Wingse MWh sales increased from approximately 181N@¢h in 2013 to 186,000 MWh in
2014.

Additionally, to encourage the growth of solar gyeon the system, customers are offered incentivésstall solar panels on their homes and
businesses under the Solar*Rewards® program. QMePY¥ systems with approximately 11.1 MW of aggtegapacity and over 679 PV
systems with approximately 7.3 MW of aggregate ceipdave been installed in Minnesota under thagpam as of Dec. 31, 2014 and 2013,
respectively.
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Wind — The NSP System acquires the majority of its winergn from PPAs with wind farm owners, primarily &ed in Southwestern
Minnesota. Currently, the NSP System has more 10@rof these agreements in place, with faciliteaging in size from under one MW to more
than 200 MW. The NSP System owns and operates int farms which have the capacity to generate 3U2sMCollectively, the NSP System
had approximately 1,860 MWs of wind energy on ytstem at the end of 2014 and 2013. In October 2BE3VPUC approved four new projects,
which are anticipated to provide up to 750 MW gba&eity, including two projects totaling 350 MW thvaill be owned by NSP-Minnesota. One
additional 20 MW project was approved in 2014.fAle projects are targeted to be operational ie 2215. With the new projects, the NSP
System is anticipated to have approximately 2,630Vbf wind power. In addition to receiving purchéisénd energy under these agreements,
the NSP System also typically receives wind REG8¢ckvare used to meet state renewable resourcegemnts. The average cost per MWh of
wind energy under the existing contracts was apprately $41 for 2014 and 2013. The cost per MWhvioid energy varies by contract and may
be influenced by a number of factors including fajon, state-specific renewable resource requirgsieand the year of contract execution.
Generally, contracts executed in 2014 continudzeteefit from improvements in technology, excessacap among manufacturers, and
motivation to commence new construction prior ® éxpiration of the Federal PTCs in 2014, withaiarprojects qualifying into future years.

Hydroelectric — The NSP System acquires its hydroelectric enemgy tooth owned generation and PPAs. The NSP Systera 20
hydroelectric plants throughout Wisconsin and Mswota which provide 268 MW of capacity. For 2014ABrovided approximately 38 MW of
hydroelectric capacity. Additionally, the NSP Systpurchases approximately 850 MW of generation fkdéamitoba Hydro which is sourced
primarily from its fleet of hydroelectric facilitee

Summary of Recent Federal Regulatory Developments

The FERC has jurisdiction over rates for electdm$mission service in interstate commerce andrli#g sold at wholesale, hydro facility
licensing, natural gas transportation, asset t@iwses and mergers, accounting practices and oesther activities of NSP-Wisconsin, including
enforcement of NERC mandatory electric reliabiitgndards. State and local agencies have jurigdiotier many of NSP-Wisconsin’s activities,
including regulation of retail rates and environtaématters. In addition to the matters discussddvi, see Note 10 to the accompanying
consolidated financial statements for a discussfasther regulatory matters.

FERC Order, New ROE Policy— In June 2014, the FERC adopted a new two-step R@&fEodology for electric utilities. In October 201he
FERC upheld the determination of the long-term dhoraite to be used in its new ROE methodology. @¢yparties sought rehearing of the June
2014 order and therefore the new FERC policy magutgect to additional changes.

FERC Order 1000, Transmission Planning and Cost édation (Order 1000} In 2011, the FERC issued a final ruling, Orde®@,0adopting
new requirements for transmission planning, cdetation and development to be effective prospettivOrder 1000 requires:

» The development of tariffs that provide for joiegional transmission planning and cost allocatar all FERC-jurisdictional utilities
within a region;

» The coordination between regions for the develogrokimterregional plans for transmission plannamgl cost allocatio

e Each public utility transmission provider to amddts Open Access Transmission Tariff to descpitweedures that provide for the
consideration of transmission needs driven by puliicy requirements in the local and regionahsraission planning processes; and

» The removal of ROFR provisions from FER@isdictional wholesale transmission contracts taniffs that presently grant the incumb
transmission owner a federal ROFR to build certygies of transmission projects in its service area.

MISO has submitted multiple compliance filings wille FERC to implement the Order 1000 requirem&ume of the new compliance
provisions that were filed have already been apgtdwt others remain under review by the FERC.

In August 2014, the D.C. Circuit denied all appeaid upheld Order 1000 in its entirety and indiddtet challenges to the removal of federal
ROFR provisions from individual contracts or tagiffould be considered in individual compliancen{js. The FERG decisions to remove fede
ROFR provisions in certain MISO agreements weresalgal to federal courts of appeal in 2014, andetlappeals are pending. The removal of a
federal ROFR would eliminate rights that NSP-Wissiorcurrently has under the MISO tariffs to buikttain transmission projects within its
footprint.
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Order 1000 could create opportunities for thirdiparto build and own certain regional transmisgiasjects that had previously been reserved for
the MISO transmission owners, potentially redud¥&P-Wisconsin’s financial return on new investmentslectric transmission facilities. The
ultimate impact of Order 1000 on future NSP-Wis@otisansmission investment is not known at thisetim

NERC Critical Infrastructure Protection Requiremest— The FERC has approved version 5 of NERC's clifiti@astructure protection
standards. Requirements must be applied to highrettium impact assets by April 1, 2016 and to lmpact assets by April 1, 2017. NSP-
Wisconsin is currently in the process of evaluatimgnew requirements and identifying initiativezded to meet the compliance deadlines.

NERC Physical Security Requiremen— In November 2014, the FERC approved NERC's pregasitical infrastructure protection standard
related to physical security for bulk electric gystfacilities. The new standard will become enfalde in October 2015 with staggered milestone
deliverable dates through 2016. NSP-Wisconsimiigeatly in the process of developing and perfogrtire initial risk assessment in accordance
with the requirements of the standard, which witly)de a basis to estimate the cost of protectimtessary to meet the standard. The additional
cost for compliance is anticipated to be recoveraiflough rates.

SPP and MISO Complaints Regarding RTO Joint OperagiAgreement (JOA— SPP and MISO have a longstanding dispute regattim
interpretation of their JOA, which is intended tiodinate RTO operations along the MISO/SPP sysamdary. SPP and MISO disagree over
MISQ'’s authority to transmit power over SPP trarssiain facilities between the traditional MISO regio the Midwest and the Entergy system.
Several cases have been filed with the FERC by MiIBEDSPP. In June 2014, the FERC accepted a ppa#é change by MISO to recover
transmission charges imposed by SPP retroactivartoary 2014, and set the issues for settlemege jadd hearing procedures. If SPP is
successful in charging MISO for use of the SPPesgsthe NSP System would experience higher casts fMISO, which could be material, but
SPS would collect revenues from SPP. The outcontizeoJOA disputes, and the potential impact on M8&consin, are uncertain at this time.

Xcel Energy Services Inc. and N-Wisconsin vs. American Transmission Company, LLETC) (La Crosse, Wis. to Madison, Wis.
Transmission Line)— In February 2012, Xcel Energy Services Inc. and N@8consin filed a complaint with the FERC concagiownership
of the proposed La Crosse, Wis. to Madison, Wi§. RY¥ transmission line. In July 2012, the FERC dufavorably on Xcel Energy Services
Inc.’s and NSP-Wisconsin's complaint, ruling thae responsibilities to construct the La Crosse,. Wisladison, Wis. transmission line, also
known as the Badger Coulee line, belong equal)$®-Wisconsin and ATC. In August 2012, ATC requesaghearing and requested that the
FERC grant a stay of the ruling. ATC and NSP-Wistoipintly filed a CPCN application with the PSCf the project in October 2013. In May
2014, the FERC issued an order denying the ATCea®tdgor rehearing and motion for stay. The 60 dayogl for ATC to appeal the FERC order
lapsed, making the FERC ruling final.

MISO Transmission Pricing— The MISO Tariff presently provides for differemtocation methods for the costs of new transmisgigestments
depending on whether the project is primarily lamategional in nature. If a project qualifies asl¥®P, the costs would be fully allocated to all
loads in the MISO region. MVP eligibility is gendlyaobtained for higher voltage (345 KV and highprpjects expected to serve multiple
purposes, such as improved reliability, reducedyestion, transmission for renewable energy, and $eaving.
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Electric Operating Statistics
Electric Sales Statistic

Year Ended Dec. 31

2014 2013 2012
Electric sales (Millions of KWh)
Residential 1,98¢ 1,99( 1,921
Large commercial and industrial 1,82 1,69¢ 1,73¢
Small commercial and industrial 2,902 2,83 2,76:
Public authorities and other 42 3€ 35
Total retail 6,751 6,56 6,45¢
Sales for resale — 1 412
Total energy sold 6,751 6,562 6,87(
Number of customers at end of period
Residential 214,35l 213,66! 211,72
Large commercial and industrial 114 107 10¢
Small commercial and industrial 38,93¢ 38,54¢ 38,35¢
Public authorities and other 1,14« 1,14¢ 1,15
Total retall 254,54 253,47( 251,34
Wholesale — — 9
Total customers 254,54 253,47( 251,35t
Electric revenues (Thousands of Dollars)
Residential $ 25427 % 247,08: $ 223,19:
Large commercial and industrial 136,43! 125,15: 120,69:
Small commercial and industrial 282,01t 267,79t 247,00:
Public authorities and other 6,63¢ 6,18¢ 5,76:
Total retail 679,36: 646,21. 596,65(
Wholesale 1,341 2,52¢ 31,58:
Interchange revenues from NSP-Minnesota 145,10: 136,91 125,34
Other electric revenues 3,941 3,561t 3,98¢
Total electric revenues $ 829,74t $ 789,16¢ $ 757,56!
KWh sales per retail customer 26,52: 25,88¢ 25,69
Revenue per retail customer $ 2,66¢ $ 254¢ % 2,37¢
Residential revenue per KWh 12.82¢ 12.42¢ 11.62¢
Large commercial and industrial revenue per KWh 7.4¢ 7.37 6.94
Small commercial and industrial revenue per KWh 9.72 9.4¢ 8.94
Total retail revenue per KWh 10.0¢ 9.8t 9.2¢
Wholesale revenue per KW n/e n/e 7.61

@ As of Jan. 1, 2013, NSP-Wisconsin no longer seargdwholesale municipal electric customers. Retesholesale municipal services provided in 20kavsubject to a final
true-up, which was completed in 2013.
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Energy Source Statistic

Year Ended Dec. 31

2014 2013 2012

Millions of Percent of Millions of Percent of Millions of Percent of

NSP System KWh Generation KWh Generation KWh Generation
Coal 18,07¢ 3%% 15,84 36% 16,02 35%

Nuclear 13,43 28 12,16: 28 13,23 29

Natural Gas 3,402 7 5,55( 13 6,20( 13

Wind @ 6,24: 14 5,481 13 5,44: 12

Hydroelectric 3,56( 8 3,22 7 3,19:¢ 7

Other® 1,415 3 1,32¢ 3 1,615 4
Total 46,13t 10C% 43,58: 10C% 45,70° 10%
Owned generation 33,64 73% 29,24¢ 67% 31,36¢ 69%

Purchased generation 12,49: 27 14,33t 33 14,34: 31
Total 46,13t 10C% 43,58: 10C% 45,70° 10C%

@  This category includes wind energy de-bundled fREECs and also includes Windsource RECs. The NSR@yuses RECs to meet or exceed state resourdeeragnts and
may sell surplus RECs.

®) Includes energy from other sources, including stimmass, oil and refuse. Distributed generafiom the Solar*Rewards program is not included, aag approximately
seven, eight, and six net million KWh for 2014, 3pand 2012, respectively.

NATURAL GAS UTILITY OPERATIONS
Overview

The most significant developments in the natural@aerations of NSRVisconsin are continued volatility in natural gaarket prices, uncertair
regarding political and regulatory developments timgpact hydraulic fracturing, safety requiremefiotsnatural gas pipelines and the continued
trend of declining use per residential customeg essult of improved building construction tectogiés, higher appliance efficiencies and
conservation. From 2000 to 2014, average annues $althe typical NSRNisconsin residential customer declined 15 peraghiie sales to the
typical small C&l customer increased 10 percenthean a weather-normalized basis. The increas&irisaue to new load growth. Although
wholesale price increases do not directly affemiegs because of natural gas cost-recovery mestmanihigh prices can encourage further
efficiency efforts by customers.

The Pipeline and Hazardous Materials Safety Adminiation

Pipeline Safety Ac— The Pipeline Safety, Regulatory Certainty, arlol Goeation Act, signed into law in January 2012 éRhe Safety Act)
requires additional verification of pipeline inftagcture records by pipeline owners and operatoconfirm the maximum allowable operating
pressure of lines located in high consequence areamre-densely populated areas. The DOT PipalinkHazardous Materials Safety
Administration (PHMSA) will require operators to-cenfirm the maximum allowable operating presstirec¢ords are inadequate. This process
could cause temporary or permanent limitationshoaughput for affected pipelines. In addition, Bipeline Safety Act requires PHMSA to issue
reports and develop new regulations including: imgi use of automatic or remote-controlled shutwaflves; requiring testing of certain
previously untested transmission lines; and expanititegrity management requirements. The Pip&iafety Act also raises the maximum
penalty for violating pipeline safety rules to $8limn per day for related violations. While NSP-8&bnsin cannot predict the ultimate impact
Pipeline Safety Act will have on its costs, opemasi or financial results, it is taking actions theg intended to comply with the Pipeline Safety
and any related PHMSA regulations as they becofeetefe.

Public Utility Regulation
Summary of Regulatory Agencies and Areas of Juriditin — NSP-Wisconsin is regulated by the PSCW and the MABE PSCW has a
biennial base-rate filing requirement. By Juneath odd-numbered year, NSP-Wisconsin must subratediling for the test year period

beginning the following January. NSP-Wisconsisubject to the jurisdiction of the FERC with redpeccertain natural gas transactions in
interstate commerce. NSP-Wisconsin is subjediedXOT, the PSCW and the MPSC for pipeline safetggiance.
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Natural Gas CosRecovery Mechanisms- NSP-Wisconsin has a retail purchased gas adjustoost-recovery mechanism for Wisconsin
operations to recover the actual cost of naturslegil transportation and storage services. Th&\PI®3 the authority to disallow certain costs if
it finds NSP-Wisconsin was not prudent in its precaent activities.

NSF-Wisconsin’s natural gas rate schedules for Michigastomers include a natural gas cost-recovetgrfaghich is based on 12-month
projections.

Capability and Demand

Natural gas supply requirements are categorizdidna®r interruptible (customers with an alternateergy supply). The maximum daily s-out
(firm and interruptible) for NSRVisconsin was 163,520 MMBtu, which occurred on #r2014, and 155,087 MMBtu, which occurred on 24r,
2013.

NSF-Wisconsin purchases natural gas from independmpiiers, generally based on market indices tHeatecurrent prices. The natural gas is
delivered under transportation agreements withrstage pipelines. These agreements provide fordiefiverable pipeline capacity of
approximately 131,857 MMBtu per day. In additiorS®RWisconsin contracts with providers of undergrbnatural gas storage services. These
agreements provide storage for approximately 3dguetrof winter natural gas requirements and 34gmeraf peak day firm requirements of NSP-
Wisconsin.

NSF-Wisconsin also owns and operates one LNG plarit avétorage capacity of 270,000 Mcf equivalent @mg propane-air plant with a storage
capacity of 2,700 Mcf equivalent to help meet galprequirements. These peak-shaving facilitieg lpg@duction capacity equivalent to 18,408
MMBtu of natural gas per day, or approximately EBgent of peak day firm requirements. LNG and pnapair plants provide a cost-effective
alternative to annual fixed pipeline transportahiarges to meet the peaks caused by firm spatiedidamand on extremely cold winter days.

NSF-Wisconsin is required to file a natural gas sugpsn with the PSCW annually to change naturalsggply contract levels to meet peak
demand. NSP-Wisconsin’s winter 2014-2015 suppin plas approved by the PSCW in October 2014.

Natural Gas Supply and Costs
NSF-Wisconsin actively seeks natural gas supply, frartation and storage alternatives to yield a dified portfolio that provides increased
flexibility, decreased interruption and financielkrand economical rates. In addition, NSP-Wistonenducts natural gas price hedging activity

that has been approved by the PSCW.

The following table summarizes the average delemst per MMBtu of natural gas purchased for eebglNSP-Wisconsin's regulated retail
natural gas distribution business:

2014 $ 6.52
2013 4.51]
2012 4.3¢

The higher cost of natural gas was primarily dubkigther market prices from increased demand becaafusdd weather in early 2014.

The cost of natural gas supply, transportationiserand storage service is recovered through vaugost-recovery adjustment mechanisms. NSP-
Wisconsin has firm natural gas transportation @ with several pipelines, which expire in vasigears from 2015 through 2029.

NSF-Wisconsin has certain natural gas supply, trariapion and storage agreements that include obtigatior the purchase and/or delivery of
specified volumes of natural gas or to make paysiertieu of delivery. At Dec. 31, 2014, NSP-Wissonwas committed to approximately $71
million in such obligations under these contracts.

NSF-Wisconsin purchased firm natural gas supply utiizong-term and short-term agreements from agprately 8 domestic and Canadian
suppliers. This diversity of suppliers and conttaagths allows NSRVisconsin to maintain competition from suppliersl aminimize supply cosi
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See Items 1A and 7 for further discussion of natyaa supply and costs.

Natural Gas Operating Statistics

Year Ended Dec. 31

2014 2013 2012
Natural gas deliveries (Thousands of MMBtu)
Residential 8,09¢ 7,50k 5,731
Commercial and industrial 10,62¢ 10,13: 8,197
Total retail 18,72« 17,63¢ 13,93¢
Transportation and other 4,72¢ 4,344 4,17
Total deliveries 23,45 21,98( 18,11:
Number of customers at end of period
Residential 98,32! 96,97« 95,71t
Commercial and industrial 12,77 12,64¢ 12,50¢
Total retail 111,09t 109,62( 108,22:
Transportation and other 23 23 22
Total customers 111,12: 109,64« 108,24
Natural gas revenues (Thousands of Dollars)
Residential $ 82,85. $ 67,74 $ 51,30:
Commercial and industrial 82,18: 63,89¢ 47,77
Total retail 165,03: 131,64: 99,07:
Transportation and other 4,59 1,22¢ 4,027
Total natural gas revenues $ 16962 $ 13286 $ 103,10
MMBtu sales per retail customer 168.5¢ 160.8¢ 128.7¢
Revenue per retail customer $ 1,48t % 1,201 $ 91t
Residential revenue per MMBtu 10.2: 9.0¢ 8.9
Commercial and industrial revenue per MMBtu 7.7t 6.31 5.8¢
Transportation and other revenue per MMBtu 0.97 0.2¢ 0.9¢
GENERAL
Seasonality

The demand for electric power and natural gasfectdfd by seasonal differences in the weatherefrerl, peak sales of electricity occur in the
summer months, and peak sales of natural gas ottue winter months. As a result, the overall agieg results may fluctuate substantially on a
seasonal basis. Additionally, NSP-Wisconsiaperations have historically generated less t®®&and income when weather conditions are v

in the winter and cooler in the summer. See Itefior Turther discussion.

Competition

NSF-Wisconsin is a vertically integrated utility, sebj to traditional cost-of-service regulation. Heee NSP-Wisconsin is subject to different
public policies that promote competition and theedepment of energy markets. NSP-Wiscorsindustrial and large commercial customers |
the ability to own or operate facilities to genertiteir own electricity. In addition, customers nieve the option of substituting other fuels, such
as natural gas, steam or chilled water for heatingling and manufacturing purposes, or the optiforelocating their facilities to a lower cost
region. Customers also have the opportunity to Isupeir own power with on-site solar generatioyp{tally rooftop solar) and in most
jurisdictions can currently avoid paying for mostite fixed production, transmission and distribatcosts incurred to serve the
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The FERC has continued to promote competitive wdaddemarkets through open access transmissionthadroeans. As a result, NSP-
Wisconsin can purchase the output from generaésaurces of competing wholesale suppliers andhgstansmission systems of Xcel Energy
Inc.’s utility subsidiaries on a comparable basisérve their native load. In addition, FERC Ort@d0 seeks to establish competition for
construction and operation of certain new eled¢tensmission facilities. NSP-Wisconsin has franelsigreements with certain cities subject to
periodic renewal. If a city elected not to renew ftanchise agreement, it could seek alternativensiéor its citizens to access electric power or
gas, such as municipalization. While facing theésdlenges, NSRYisconsin believes its rates and services are ctitipewith currently availabl
alternatives. As of Jan. 1, 2013 all of NSP-Wis@wssvholesale customers began purchasing power &o alternate supplier.

ENVIRONMENTAL MATTERS

NSF-Wisconsin’s facilities are regulated by federadl atate environmental agencies. These agenciegurésdiction over air emissions, water
quality, wastewater discharges, solid wastes amdrdaus substances. Various company activitiesnecggistrations, permits, licenses,
inspections and approvals from these agencies.\NBPensin has received all necessary authorizafmmthe construction and continued
operation of its generation, transmission and ibistion systems. NSP-Wisconsin’s facilities haverbdesigned and constructed to operate in
compliance with applicable environmental standdrtsvever, it is not possible to determine whenoowhat extent additional facilities or
modifications of existing or planned facilities iile required as a result of changes to environaheagulations, interpretations or enforcement
policies or what effect future laws or regulationay have upon NSP-Wisconsin’s operations. See Nd@tesd 11 to the consolidated financial
statements for further discussion.

There are significant future environmental regolagi under consideration to encourage the use af @eergy technologies and regulate emis:

of GHGs to address climate change. NSP-Wisconsiruhdertaken a number of initiatives to meet cumeguirements and prepare for potential
future regulations, reduce GHG emissions and respmstate renewable and energy efficiency goftheke future environmental regulations do
not provide credit for the investments we haveaalyemade to reduce GHG emissions, or if they recaiiditional initiatives or emission
reductions, then their requirements would potelgtiaipose additional substantial costs. We belidased on prior state commission practice, we
would recover the cost of these initiatives throuvafies.

EMPLOYEES

As of Dec. 31, 2014 , NSP-Wisconsin had 567 fullediemployees and three part-time employees, ofwt2 were covered under collective-
bargaining agreements. See Note 7 to the consetidatancial statements for further discussion.

Iltem 1A — Risk Factors

Like other companies in our industry, Xcel Enengijch includes NSP-Wisconsin, is subject to a warié risks, many of which are beyond our
control. Important risks that may adversely aftbet business, financial condition, and resultspsrations are further described below. These
risks should be carefully considered together withother information set forth in this report anduture reports that Xcel Energy files with the
SEC.

Oversight of Risk and Related Processes

A key accountability of the Board of Directors @sitlentify, manage and mitigate material risk. Board employs an effective process for doing
so, combining management and Board risk oversigig.guidelines on corporate governance and Boaruhitiee charters define the scope of
review and inquiry for the Board and its committesgarding risk management. As provided below, mameent and each committee has
responsibility for overseeing aspects of risk mamagnt and mitigation of the risk.

Management identifies and analyzes risks to determiateriality and other attributes such as timgmngbability and controllability, broadly
considering our business, the utility industry, doenestic and global economy and the environmdettlification and analysis occurs formally
through a key risk assessment process conductedrigr management, the financial disclosure protkshazard risk management process and
internal auditing and compliance with financial akrational controls. Management also identifieds @nalyzes risk through its business
planning process and development of goals and &Hgrmnance indicators, which include risk identifion to determine barriers to implementing
our strategy. At the same time, the business phgnpiocess identifies areas in which there is argiatl for a business area to take inappropriate
risk to meet goals and determines how to preveppropriate risk-taking.
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At a threshold level, we have developed a robustptiance program and promote a culture of compéaimeluding tone at the top, which
mitigates risk. The process for risk mitigationlides adherence to our code of conduct and othmeplkance policies, operation of formal risk
management structures and groups, and overalldasimanagement to mitigate the risks inherentaintplementation strategy. Building on this
culture of compliance, we manage and further migigesks through operation of formal risk managenséictures and groups, including
management councils, risk committees and the satinternal corporate areas such as internal, dld corporate controller and legal services.

Management communicates regularly with the Boartllay stakeholders regarding risk. Senior managepresents a periodic assessment of
key risks to the Board. The presentation of therk&§s and the discussion provides the Board witbrimation on the risks management believes
are material, including the earnings impact, timiiigelihood and controllability. Management alsoyides information to the Board in
presentations and communications over the courtieeofear.

The Board has assigned several important aspeitssgifvernance and oversight to four standing cdtaes to ensure issues and risks are well
understood and effectively managed. While the Baard whole reviews management’s key risk assessmdranalyzes areas of potential future
risk to Xcel Energy, the committees provide focuseersight of specific risks assigned to them. Tn@vides robust and comprehensive risk
management that is critical to successful execuifarorporate strategy.

Risks Associated with Our Business
Environmental Risks
We are subject to environmental laws and regulatpmvith which compliance could be difficult and dbgs

We are subject to environmental laws and regulattbat affect many aspects of our past, presentutnce operations, including air emissions,
water quality, wastewater discharges and the géaeraransport and disposal of solid wastes armhttious substances. These laws and
regulations require us to obtain and comply withide variety of environmental requirements inclugthose for protected natural and cultural
resources (such as wetlands, endangered speciestemngrotected wildlife, and archaeological argidnical resources), licenses, permits,
inspections and other approvals. Environmental lamgsregulations can also require us to restrititrot the output of certain facilities or the use
of certain fuels, install pollution control equipntet our facilities, clean up spills and otherteonination and correct environmental

hazards. Environmental regulations may also leahutdown of existing facilities, either due te ifficulty in assuring compliance or that the
costs of compliance no longer makes operationefitiits economic. Both public officials and privatdividuals may seek to enforce the
applicable environmental laws and regulations agaia. We may be required to pay all or a portibine cost to remediate (i.e., cleanup) sites
where our past activities, or the activities oftaer other parties, caused environmental contamimaft Dec. 31, 2014, these sites included:

e Sites of former MGPs operated by us, our predecgssoother entities; a
« Third party sites, such as landfills, for which are alleged to be a PRP that sent hazardous msizmid waste

We are also subject to mandates to provide custowmié clean energy, renewable energy and enengyerwation offerings. Failure to meet the
requirements of these mandates may result in bngenalties, which could have a material effecbonresults of operations. If our regulators do
not allow us to recover all or a part of the cdstapital investment or the O&M costs incurred tonply with the mandates, it could have a
material effect on our results of operations, fitiahposition or cash flows.

In addition, existing environmental laws or regidas may be revised, and new laws or regulatioekisg to protect the environment may be
adopted or become applicable to us, including butimited to, regulation of mercury, NOx, SQCO.and other GHGs, particulates and cooling
water intake systems. We may also incur additionahticipated obligations or liabilities undersiig environmental laws and regulations.

We are subject to physical and financial risks as&ded with climate change.

There is a growing consensus that emissions of Gh&#nked to global climate change. Climate geacreates physical and financial risk.

Physical risks from climate change include chanigegeather conditions, changes in precipitation extleme weather events.

16




Table of Contents

Our customers’ energy needs vary with weather ¢mmdi, primarily temperature and humidity. Foridestial customers, heating and cooling
represent their largest energy use. To the exteather conditions are affected by climate chaogstomers’ energy use could increase or
decrease. Increased energy use due to weathereshanray require us to invest in additional genegadissets, transmission and other infrastru

to serve increased load. Decreased energy us® aweather changes may affect our financial cooujtthrough decreased revenues. Extreme
weather conditions in general require more systaokip, adding to costs, and can contribute to as=é system stress, including service
interruptions. Weather conditions outside of amvie territory could also have an impact on @vwenues. We buy and sell electricity depending
upon system needs and market opportunities. Extrgeather conditions creating high energy demangdraiae electricity prices, which would
increase the cost of energy we provide to our costs.

Severe weather impacts our service territoriespanily when thunderstorms, tornadoes and snoweostiorms occur. To the extent the frequency
of extreme weather events increases, this couteéase our cost of providing service. Changesegipitation resulting in droughts or water
shortages could adversely affect our operationiscipally our fossil generating units. A negatiwgact to water supplies due to long-term
drought conditions could adversely impact our &bt provide electricity to customers, as welimgease the price they pay for energy. We

not recover all costs related to mitigating thelsgsical and financial risks.

To the extent climate change impacts a region’s@euc health, it may also impact our revenues. f®ancial performance is tied to the health
of the regional economies we serve. The pricenef@y, as a factor in a region’s cost of livingnadl as an important input into the cost of goods
and services, has an impact on the economic hefatthr communities. The cost of additional regatptrequirements, such as a tax on GHGs,
regulation of CQemissions under section 111(d) of the CAA, or aodél environmental regulation could impact theikamlity of goods and
prices charged by our suppliers which would norynadf borne by consumers through higher pricesrfergy and purchased goods. To the e»
financial markets view climate change and emissafrGHGs as a financial risk, this could negativatfect our ability to access capital markets
or cause us to receive less than ideal terms amditams.

Financial Risks

Our profitability depends in part on our ability teecover costs from our customers and there mayhanges in circumstances or in the
regulatory environment that impair our ability toacover costs from our customers.

We are subject to comprehensive regulation by tdderd state utility regulatory agencies. Theestdility commissions regulate many aspects of
our utility operations, including siting and consttion of facilities, customer service and the sdtet we can charge customers. The FERC has
jurisdiction, among other things, over wholesatesdor electric transmission service, the salel@ftric energy in interstate commerce and ce
natural gas transactions in interstate commerce.

The profitability of our operations is dependentoam ability to recover the costs of providing emeand utility services to our customers and ¢

a return on our capital investment in our utilifyeoations. We provide service at rates approveshieyor more regulatory commissions. These
rates are generally regulated and based on ansaafyour costs incurred in a test year. Thusr#tes we are allowed to charge may or may not
match our costs at any given time. While rate lagn is premised on providing an opportunity &rea reasonable rate of return on invested
capital in a continued low interest rate environtribare has been pressure pushing down ROE. Therelso be no assurance that the applicable
regulatory commission will judge all of our costsitave been prudent or that the regulatory pracessich rates are determined will always
result in rates that will produce full recoveryafr costs. Rising fuel costs could increase thethiat we will not be able to fully recover our fue
costs from our customers. Furthermore, there coeldhanges in the regulatory environment that wisnfghir our ability to recover costs
historically collected from our customers.

Management currently believes these prudently neclicosts are recoverable given the existing régylanechanisms in place. However, adw
regulatory rulings or the imposition of additiomagulations, including additional environmentakbmate change regulation, could have an
adverse impact on our results of operations andéheould materially and adversely affect our apilit meet our financial obligations, including
debt payments.
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Any reductions in our credit ratings could increasrir financing costs and the cost of maintainingrtain contractual relationships

We cannot be assured that any of our current &) remain in effect for any given period of #nor that a rating will not be lowered or
withdrawn entirely by a rating agency. In additionr credit ratings may change as a result ofiifiering methodologies or change in the
methodologies used by the various rating agendey. downgrade could lead to higher borrowing cogttso, we may enter into certain
procurement and derivative contracts that reqhieepbsting of collateral or settlement of applieatntracts if credit ratings fall below
investment grade.

We are subject to capital market and interest ragks.

Utility operations require significant capital irstenent in property, plant and equipment. As a tewd frequently need to access the debt and
equity capital markets. Any disruption in capitadrkets could have a material impact on our aliititfund our operations. Capital markets are
global in nature and are impacted by numerous $sand events throughout the world economy. Capigaket disruption events and resulting
broad financial market distress could prevent amfrssuing new securities or cause us to issugiseswith less than ideal terms and conditic
such as higher interest rates.

Higher interest rates on shderm borrowings with variable interest rates olirremental commercial paper issuances could age bn advers
effect on our operating results. Changes in istai@es may also impact the fair value of the debtirities in the master pension trust, as well as
our ability to earn a return on short-term invesiteef excess cash.

We are subject to credit risks.

Credit risk includes the risk that our retail custrs will not pay their bills, which may lead toeauction in liquidity and an eventual increase in
bad debt expense. Retail credit risk is comprigatlimerous factors including the price of prodwmstd services provided, the overall economy
and local economies in the geographic areas we serdluding local unemployment rates.

Credit risk also includes the risk that variousrteugparties that owe us money or product will bhetheir obligations. Should the counterparties
to these arrangements fail to perform, we may beefbto enter into alternative arrangements. &t d¢lvent, our financial results could be
adversely affected and we could incur losses.

One alternative available to address counterpaetyitcrisk is to transact on liquid commodity exabas. The credit risk is then socialized thrc
the exchange central clearinghouse function. Whitshanges do remove counterparty credit rislpaticipants are subject to margin
requirements, which create an additional needidoidity to post margin as exchange positions ceargjue daily. The Dodd-Frank Wall Street
Reform and Consumer Protection Act (Dodd-Frank Aetjuires broad clearing of financial swap trarisastthrough a central counterparty,
which could lead to additional margin requiremehtg would impact our liquidity. However, we haedken advantage of an exception to
mandatory clearing afforded to commercial end-ugérs are not classified as a major swap participbime Board of Directors has authorized
Xcel Energy and its subsidiaries to take advantddkis end-user exception. In addition, the CFTQIgs permit us to deal in utility operations-
related swaps with utility special entities and betrequired to register as a swap dealer prowitktcbur aggregate gross notional amount of swag
dealing activity (including utility operations-ré¢al swaps) does not exceed the general de miringistold and provided that we have not
exceeded the special entity de minimis threshotdl@eling utility operations-related swaps) of $2Blion for the preceding 12 months. Our
current level of financial swap activity with spalcentities is significantly below this specialigntle minimis threshold; therefore, we will not be
classified as a swap dealer in our special entitiyity. Swap transactions with non-special ensitimve a much higher level of activity considered
to be de minimis, currently $8 billion, and ouré¢wf activity is well under this limit; thereforaje will not be classified as a swap dealer unide
Dodd-Frank Act. We are currently reporting all ofr swap transactions as part of the Dodd-Frank Act.

We may at times have direct credit exposure asgbantir local gas distribution company supply atfito various financial institutions trading 1

their own accounts or issuing collateral supporbehalf of other counterparties. We may also lsree indirect credit exposure due to
participation in organized markets, such as SPH, @&t MISO, in which any credit losses are soctlio all market participants.
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Increasing costs associated with our defined benhedtirement plans and other employee benefits nadlyersely affect our results of operatiol
financial position or liquidity.

We have defined benefit pension and postretireplamis that cover substantially all of our employe&ssumptions related to future costs, return
on investments, interest rates and other actuasgimptions have a significant impact on our fupdaguirements related to these plans. These
estimates and assumptions may change based omecaranditions, actual stock and bond market perforce, changes in interest rates and
changes in governmental regulations. In additioa,Pension Protection Act changed the minimumifimdequirements for defined benefit
pension plans with modifications to these fundiaguirements that allowed additional flexibilitytime timing of contributions. Therefore, our
funding requirements and related contributions etange in the future. Also, the payout of a sigalifit percentage of pension plan liabilities in a
single year due to high retirements or employeaghg the company could trigger settlement accogréind could require the company to
recognize material incremental pension expenséeckta unrecognized plan losses in the year thaisiities are paid.

Increasing costs associated with health care planay adversely affect our results of operatiol

Our self-insured costs of health care benefitefigible employees have increased in recent yéaeseasing levels of large individual health care
claims and overall health care claims could havaduerse impact on our operating results, finarmaition and liquidity. We believe that our
employee benefit costs, including costs relatduetith care plans for our employees and former @pepls, will continue to rise. Changes in
industry standards utilized by management in key@aptions (e.g., mortality tables) could have aifigant impact on future liabilities and
benefit costs. Legislation related to health cangdat also significantly change our benefit prograand costs.

Operational Risks
We are subject to commodity risks and other riskseciated with energy markets and energy production

We engage in wholesale sales and purchases ofielempacity, energy and energy-related productsedisas natural gas. As a result we are
subject to market supply and commodity price ri€lammodity price changes can affect the value ocommodity trading derivatives. We mark
certain derivatives to estimated fair market valnea daily basis (mark-to-market accounting). Actgdtlements can vary significantly from
estimated fair values recorded to the consolidfiteghcial statements, and significant changes fiteenassumptions underlying our fair value
estimates could cause significant earnings varigbil

If we encounter market supply shortages or our lgenspare otherwise unable to meet their contrdctbligations, we may be unable to fulfill our
contractual obligations to our customers at presfpauthorized or anticipated costs. Any suchugison, if significant, would cause us to seek
alternative supply services at potentially highests or suffer increased liability for unfulfillesbntractual obligations. Any significantly higher
energy or fuel costs relative to correspondingssetenmitments would have a negative impact on ash lows and could potentially result in
economic losses. Potential market supply shortaggsnot be fully resolved through alternative dugources and such interruptions may cause
short-term disruptions in our ability to provideetric and/or natural gas services to our customene impact of these cost and reliability issues
depends on our operating conditions such as gémefatls mix, availability of water for coolingyailability of fuel transportation including rail
shipments of coal, electric generation capacigngmission, natural gas pipeline capacity, etc.

We share in the electric production and transmissiocosts of the NSP-Minnesota system, which is imgggd with our system. Accordingly, our
costs may be increased due to increased costs &gedovith NSP-Minnesota’s system.

Our electric production and transmission systemasaged on an integrated basis with the electadumtion and transmission system of NSP-

Minnesota. As discussed above, pursuant to thechrmage Agreement between NSP-Minnesota and ushare, on a proportional basis, all costs
related to the generation and transmission fagdlitf the entire integrated NSP System, includamgtal costs. Accordingly, if the costs to operate
the NSP System increase, or revenue decreasesienlasta result of state or federally mandatedargments or otherwise, our costs could also
increase and our revenues could decrease and wetgararantee a full recovery of such costs thraugirates at the time the costs are incurred.
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Although we do not own any nuclear generating fatigs, because our production and transmission gystis operated on an integrated ba
with NSP-Minnesota'’s (an affiliate of NSP-Wiscongiproduction and transmission system, we may bejecttto risks associated with NSP-
Minnesoté's nuclear generation.

NSF-Minnesota’s two nuclear stations, Pl and Montmedubject it to the risks of nuclear generatiohich include:

e The risks associated with use of radioactiveeniatin the production of energy, the managemeanidling, storage and disposal of these
radioactive materials and the current lack of ajlsrm disposal solution for radioactive materials;

« Limitations on the amounts and types of insueacmmmercially available to cover losses that maglste in connection with nuclear
operations; and

¢ Uncertainties with respect to the technological fimaincial aspects of decommissioning nuclear glanthe end of their licensed liv

The NRC has authority to impose licensing and gafeted requirements for the operation of nuctgareration facilities. In the event of non-
compliance, the NRC has the authority to imposesfior shut down a unit, or both, until compliareadhieved. Revised NRC safety requirem
could necessitate substantial capital expenditr@ssubstantial increase in operating expensd$BtMinnesota’s nuclear plants. In addition, the
Institute for Nuclear Power Operations reviews N@iBnesotas nuclear operations and nuclear generation fasiliCompliance with the Institt
for Nuclear Power Operations’ recommendations coedlt in substantial capital expenditures orlasgantial increase in operating expenses.

If an incident did occur, it could have a mateefiect on our results of operations or financialdition. Furthermore, the narempliance of othe
nuclear facilities operators with applicable regjolas or the occurrence of a serious nuclear imtideother facilities could result in increased
regulation of the industry as a whole, which cablein increase NSP-Minnesota’s compliance costsrmapdct the results of operations of its
facilities.

Our utility operations are subject to long-term plaing risks.

Our utility operations file long-term resource @anith our regulators. These plans are based oreraus assumptions over the planning horizon
such as: sales growth, customer usage, econoniaygatosts, regulatory mechanisms, impact of tesbgy, the installation of distributed
generation, customer behavioral response and emtiim of the existing utility business model. Gitbe uncertainty in these planning
assumptions, there is a risk that the magnitudetiamdg of resource additions and demand may niotooe. NSP-Wisconsin’s aging
infrastructure may pose a risk to system religbdihd expose us to premature financial obligatibt&P-Wisconsin is engaged in significant and
ongoing infrastructure investment programs.

In addition, large industrial customers may leamesystem and invest in their own on-site dist@ggeneration or seek law changes to give them
the authority to purchase directly from other sigaplor organized markets. The recent low natyaalprice environment has caused some
customers to consider their options in this areatjqularly customers with industrial processesigsteam. These circumstances provide for
greater long-term planning uncertainty relatedutarfe load growth. Similarly, distributed solar gestion may become an economic competitive
threat to our load growth in the future. Howevee, believe the economics, absent significant subsidio not support such a trend in the near
term unless a state mandates the purchase of saehagion. Some states have considered such lagisla

Our natural gas transmission and distribution opédrans involve numerous risks that may result in adents and other operating risks and
costs.

Our natural gas transmission and distribution #@&ivinclude a variety of inherent hazards and-atirey risks, such as leaks, explosions and
mechanical problems, which could cause substdimhcial losses. In addition, these risks coelslit in loss of human life, significant damage
to property, environmental pollution, impairmentoafr operations and substantial losses to us. letain insurance against some, but not all, of
these risks and losses.

The occurrence of any of these events not fullyeced by insurance could have a material effectwrfinancial position and results of operatic

For our natural gas transmission or distributioedi located near populated areas the level of fiatelamages resulting from these risks is
greater.
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Additionally, the operating or other costs that nbayrequired in order to comply with potential negulations, including the Pipeline Safety Act,
could be significant. The Pipeline Safety Act regsiverification of pipeline infrastructure recotgsintrastate and interstate pipeline owners and
operators to confirm the maximum allowable operapiressure of lines located in high consequen@saremore-densely populated areas. We
have programs in place to comply with the PipeBadety Act and for systematic infrastructure manitp and renewal over time. A significant
incident could increase regulatory scrutiny andiltea penalties and higher costs of operations.

As we are a subsidiary of Xcel Energy Inc., we nmeynegatively affected by events impacting the tredliquidity of Xcel Energy Inc. and it
affiliates.

If Xcel Energy Inc. were to become obligated to mpkRyments under various guarantees and bond irtilesror to fund its other contingent
liabilities, or if either Standard & Poor’s or Mogd were to downgrade Xcel Energy Inc.’s creditmgtbelow investment grade, Xcel Energy Inc.
may be required to provide credit enhancementsdridrm of cash collateral, letters of credit diestsecurity to satisfy part or potentially all of
these exposures. If either Standard & Poor’s ood§ts were to downgrade Xcel Energy Inc.’s debusiéies below investment grade, it would
increase Xcel Energy Inc.’s cost of capital andrietsits access to the capital markets. This cdiohit Xcel Energy Inc.’s ability to contribute
equity or make loans to us, or may cause Xcel Bnlerg to seek additional or accelerated fundimgrfrus in the form of dividends. If such event
were to occur, we may need to seek alternativeceswf funds to meet our cash needs.

As of Dec. 31, 2014 , Xcel Energy Inc. and itsitytisubsidiaries had approximately $11.5 billionaig-term debt and $1.3 billion of short-term
debt and current maturities. Xcel Energy Inc. pfes various guarantees and bond indemnities stipg@ome of its subsidiaries by guarante
the payment or performance by these subsidiariespiecified agreements or transactions.

Xcel Energy also has other contingent liabilitiesulting from various tax disputes and other mattecel Energy Inc.’s exposure under the
guarantees is based upon the net liability of #eviant subsidiary under the specified agreemerttsuesactions. The majority of Xcel Energy
Inc.’s guarantees limit its exposure to a maximumoant that is stated in the guarantees. As of B&c2014 , Xcel Energy had guarantees
outstanding with a maximum stated amount of appnaxely $13.9 million and $0.2 million of exposukeel Energy also had additional
guarantees of $31.4 million at Dec. 31, 2014 fofgenance and payment of surety bonds for the lieoieitself and its subsidiaries, with total
exposure that cannot be estimated at this timXcéf Energy Inc. were to become obligated to madgments under these guarantees and bond
indemnities or become obligated to fund other cw#nt liabilities, it could limit Xcel Energy Ins.'ability to contribute equity or make loans to
us, or may cause Xcel Energy Inc. to seek additionaccelerated funding from us in the form ofidends. If such event were to occur, we may
need to seek alternative sources of funds to meatash needs.

We are a wholly owned subsidiary of Xcel Energy In&cel Energy Inc. can exercise substantial cortover our dividend policy and business
and operations and may exercise that control in ammer that may be perceived to be adverse to oteriests.

All of the members of our Board of Directors, adlwas many of our executive officers, are officefsXcel Energy Inc. Our Board makes
determinations with respect to a number of sigaiftccorporate events, including the payment ofdividends.

We have historically paid quarterly dividends toeKEnergy Inc. In 2014 , 2013 and 2012 we paid&43llion, $31.0 million and $57.3 million
of dividends to Xcel Energy Inc., respectively.Xtel Energy Inc.’s cash requirements increase Bmarrd of Directors could decide to increase
the dividends we pay to Xcel Energy Inc. to helpmart Xcel Energy’s cash needs. This could adeedéect our liquidity. The most restrictive
dividend limitation for NSP-Wisconsin is imposed it/ state regulatory commission. NSP-Wisconsimoé pay annual dividends in excess of
certain amounts if its calendar year average edaitgtal capitalization ratio is or falls below theat commission authorized level. See Item !

further discussion on dividend limitations.
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Public Policy Risks
We may be subject to legislative and regulatoryp@sses to climate change and emissions, with widompliance could be difficult and costly.

Increased public awareness and concern regardingtel change may result in more regional and/cerdequirements to reduce or mitigate the
effects of GHGs. Legislative and regulatory resganglated to climate change and new interpretatibexisting laws through climate change
litigation create financial risk as our electrimgeating facilities may be subject to additiongulation under climate change laws at either the
state or federal level in the future. The EPA gulating GHGs under the CAA. The EPA has regul@ets emissions from motor vehicles and
has proposed regulations to reduce GHG emissions éxisting power plants that are expected to bedimal in 2015, with state plans to achi
the EPA’s goals due by 2017. Such regulations cojsbse substantial costs on our system. The ERAalsa proposed regulations that would
establish NSPS for any new fossil fuel-fired powkants that may be built which may be adopted ib520f adopted, these regulations could
significantly increase the cost of building new gexting plants.

The United States continues to participate in mt8onal negotiations related to the United NatiBramework Convention on Climate Change
(UNFCCC). In 2014, the United States and Chinatipiannounced GHG emissions goals. Further, théQénference of the Parties (COP) to the
UNFCCC concluded with the objective of developimgagreement among countries on emission reduciotiie 2015 COP. This could result in
additional GHG regulation or reduction goals in thated States.

We have been, and in the future may be subjedin@ate change lawsuits. An adverse outcome in ditlgase cases could require substantial
capital expenditures and could possibly requirenmyt of substantial penalties or damages. Defersts associated with such litigation can also
be significant. Such payments or expenditures cafi&tt results of operations, cash flows and fom@rcondition if such costs are not recovered
through regulated rates.

There are many uncertainties regarding when amhat form climate change legislation or regulatiaiis be imposed. The impact of legislation
and regulations will depend on a number of factoiduding what GHG emission reduction goals atewbat flexibility is allowed to meet the
goals, how and whether early action to reduce Gh&sons is credited, whether GHG sources in aibetors of the economy are regulated, the
degree to which GHG offsets are recognized as danmg# options, how any emission allowances wouldlloeated to specific sources and the
indirect impact of carbon regulation on natural gad coal prices. In addition, international treatr accords could have an impact to the extent
they lead to future federal or state regulationsotAer important factor is our ability to recovie tcosts incurred to comply with any regulatory
requirements in a timely manner. If our regulatbssnot allow us to recover all or a part of thet@fapital investment or the O&M costs
incurred to comply with the mandates, it could haveaterial effect on our results of operations.

We are also subject to a significant number of psel and potential rules that will impact our dirgld and other generation facilities. These
include rules associated with emissions of,8@d NOx, mercury, regional haze, ozone and pastieuhatter, water discharges and ash
management. The costs of investment to comply thigse rules could be substantial and in some easas lead to early retirement of coal ur
We may not be able to timely recover all coststeeldo complying with regulatory requirements imgab®n us.

Increased risks of regulatory penalties could neiyaly impact our business

The Energy Act increased civil penalty authority ¥mlation of FERC statutes, rules and orderse FERC can now impose penalties of up to $1
million per violation per day. In addition, NERsetric reliability standards are now mandatory antject to potential financial penalties by
regional entities, the NERC or the FERC for viaas. If a serious reliability incident did occiirgould have a material effect on our operations
or financial results. Some states have the authtritmpose substantial penalties in the eventoofcompliance.

We attempt to mitigate the risk of regulatory péiralthrough formal training on such prohibitedqgtiges and a compliance function that reviews

our interaction with the markets under FERC and CRrisdictions. However, there is no guaranteecaunpliance program will be sufficient to
ensure against violations.
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Macroeconomic Risks
Economic conditions impact our busines

Our operations are affected by local, nationalanddwide economic conditions both positively arabatively. Growth in our customer base is
correlated with economic conditions. While the nembf customers is growing, sales growth is redyivnodest due to an increased focus on
energy efficiency including federal standards fgplaance and lighting efficiency and distributedhgeation, primarily solar PV. Instability in the
financial markets also may affect the cost of @@ihd our ability to raise capital, which are disged in the capital market risk section above.

Economic conditions may be impacted by insufficiémancial sector liquidity leading to potentiatimeased unemployment, which may impact
customers’ ability to pay timely, increase custotmankruptcies, and may lead to increased bad debt.

Further, worldwide economic activity has an impacthe demand for basic commodities needed fatytifrastructure, such as steel, copper,
aluminum, etc., which may impact our ability to airg sufficient supplies. Additionally, the co$ttbose commaodities may be higher than
expected.

Our operations could be impacted by war, acts afdesm, threats of terrorism or disruptions in nonal operating conditions due to localized
or regional events.

Our generation plants, fuel storage facilitiespsraission and distribution facilities and infornoatisystems may be targets of terrorist activities
that could disrupt our ability to produce or distriie some portion of our energy products. Any silishuption could result in a decrease in
revenues and additional costs to repair and insur@ssets. These disruptions could have a mateniact on our financial condition and results
of operations. The potential for terrorism hasjesctied our operations to increased risks and doale a material effect on our business. We
already incurred increased costs for security apital expenditures in response to these riskadtition, we may experience additional capital
and operating costs to implement security for dants, including NSP-Minnesota’s nuclear power fdamder the NRC’s design basis threat
requirements. We have also already incurred ise@aosts for compliance with NERC reliability stards associated with critical infrastructure
protection, and may experience additional capitdl @perating costs to comply with the NERC criticditastructure protection standards as they
are implemented and clarified.

The insurance industry has also been affecteddsethvents and the availability of insurance mayedese. In addition, the insurance we are able
to obtain may have higher deductibles, higher puemsiand more restrictive policy terms.

A disruption of the regional electric transmiss@id, interstate natural gas pipeline infrastruetar other fuel sources, could negatively impact
our business. Because our generation, transmisggiams and local natural gas distribution comgaaie part of an interconnected system, we
face the risk of possible loss of business duedisription caused by the actions of a neighbauiilily or an event (severe storm, severe
temperature extremes, generator or transmissidlitfamtage, pipeline rupture, railroad disruptji@udden and significant increase or decrease in
wind generation, or any disruption of work forcelsas may be caused by flu or other epidemic) withir operating systems or on a neighboring
system. Any such disruption could result in a gigant decrease in revenues and significant amlutiti costs to repair assets, which could have a
material impact on our financial condition and ttesu

The degree to which we are able to maintain dagatpoperations in response to unforeseen evertgwpidrt determine the financial impact of
certain events on our financial condition and rssult is difficult to predict the magnitude ofcduevents and associated impacts.

A cyber incident or cyber security breach could leaa material effect on our busines
We operate in an industry that requires the coetinuperation of sophisticated information technglsgstems and network infrastructure. In
addition, we use our systems and infrastructu@date, collect, use, disclose, store, disposaabtherwise process sensitive information,

including company data, customer energy usage dathpersonal information regarding customers, eysas and their dependents, contractors
and other individuals.
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Our generation, transmission, distribution and &ietage facilities, information technology systeand other infrastructure or physical assets, as
well as the information processed in our systents,(mformation about our customers, employeesratjpns, infrastructure and assets) could be
affected by cyber security incidents, includingg@aused by human error. Our industry has begseet@n increased volume and sophistication
of cyber security incidents from international aisti organizations, Nation States, and individu@lgber security incidents could harm our
businesses by limiting our generating, transmitting distributing capabilities, delaying our deyslent and construction of new facilities or
capital improvement projects to existing facilifiegsrupting our customer operations, or exposspuiability. Our generation, transmission
systems and natural gas pipelines are part oftarcomnected system. Therefore, a disruption calgékle impact of a cyber security incident of
the regional electric transmission grid, natura ggeline infrastructure or other fuel sourceswf third party service providers’

operations, could also negatively impact our bessn In addition, such an event would likely reeeegulatory scrutiny at both the federal and
state level. We are unable to quantify the potémtipact of cyber security threats or subsequdated actions. These potential cyber security
incidents and corresponding regulatory action coeddilt in a material decrease in revenues andoaase significant additional costs (e.g.,
penalties, third party claims, repairs, insuranceampliance) and potentially disrupt our supplg amarkets for natural gas, oil and other fuels.

We maintain security measures designed to protednformation technology systems, network infrastare and other assets. However, these
assets and the information they process may berabie to cyber security incidents, including teeulting disability, or failures of assets or
unauthorized access to assets or informationurltechnology systems were to fail or be breachethose of our third-party service providers,
we may be unable to fulfill critical business funat, including effectively maintaining certainenbal controls over financial reporting. We are
unable to quantify the potential impact of cybersdy incidents on our business.

Rising energy prices could negatively impact oursiness.

While we have fuel clause recovery mechanisms,drifilrel costs could significantly impact our resudf operations if costs are not recovered. In
addition, higher fuel costs could reduce custoneenahd and/or increase bad debt expense, which atmddave a material impact on our results
of operations. Delays in the timing of the colleatof fuel cost recoveries as compared with expgaret for fuel purchases could have an impact
on our cash flows. We are unable to predict fupurees or the ultimate impact of such prices onreaults of operations or cash flows.

Our operating results may fluctuate on a seasonablaguarterly basis and can be adversely affectedblger weather.

Our electric and natural gas utility businessessaesonal, and weather patterns can have a matep@tt on our operating performance. Demand
for electricity is often greater in the summer anidter months associated with cooling and heatBegause natural gas is heavily used for
residential and commercial heating, the demanthferproduct depends heavily upon weather patthnesighout our service territory and a
significant amount of natural gas revenues aregrized in the first and fourth quarters relatethtoheating season. Accordingly, our operations
have historically generated less revenues and iasghen weather conditions are milder in the wiatedt cooler in the summer. Unusually mild
winters and summers could have an adverse effestiofinancial condition, results of operationscash flows.

Item 1B — Unresolved Staff Comments

None.

Item 2 — Properties

Virtually all of the utility plant property of NS®¥isconsin is subject to the lien of its first matg bond indenture.

Electric Utility Generating Stations:

Summer 2014
Net Dependable
Station, Location and Unit Fuel Installed Capability (MW)
Steam:
Bay Front-Ashland, Wis., 3 Units Coal/Wood/Natural Gas 1948-1956 56
French Island-La Crosse, Wis., 2 Units Wood/Refuse-derived fuel  1940-1948 16 @
Combustion Turbine:
Flambeau Station-Park Falls, Wis., 1 Unit Natural Gas 1969 12
French Island-La Crosse, Wis., 2 Units Natural Gas 1974 122
Wheaton-Eau Claire, Wis., 6 Units Natural Gas 1973 29C
Hydro:
Various locations, 63 Units Hydro Various 13t
Total 631

@  Refusederived fuel is made from municipal solid wa
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Electric utility overhead and underground transioissind distribution lines (measured in conductdes) at Dec. 31, 2014:

Conductor Miles

345 KV 1,152
161 KV 1,57
115 KV 1,74¢
Less than 115 KV 32,40¢

NSF-Wisconsin had 201 electric utility transmissiom alistribution substations at Dec. 31, 2014.

Natural gas utility mains at Dec. 31, 20:

Miles
Distribution 2,31¢

Item 3 — Legal Proceedings

NSF-Wisconsin is involved in various litigation matethat are being defended and handled in the oydotaurse of business. The assessment of
whether a loss is probable or is a reasonablelgtigsiand whether the loss or a range of losssigmable, often involves a series of complex
judgments about future events. Management mamtoruals for such losses that are probable afjbecurred and subject to reasone
estimation. Management is sometimes unable tmattian amount or range of a reasonably possisseocertain situations, including but not
limited to when (1) the damages sought are indetext, (2) the proceedings are in the early stagg8) the matters involve novel or unsettled
legal theories. In such cases, there is consittetadzertainty regarding the timing or ultimatealesion of such matters, including a possible
eventual loss.

Additional Information

See Note 11 to the consolidated financial statesfentfurther discussion of legal claims and envinental proceedings. See Item 1 and Note 10
to the consolidated financial statements for disiarsof proceedings involving utility rates and ethegulatory matters.

Item 4 — Mine Safety Disclosures
None.
PART Il
Item 5 — Market for Registrant’s Common Equity, Related Stodholder Matters and Issuer Purchases of Equity Segities

NSF-Wisconsin is a wholly owned subsidiary of Xcel Efelnc. and there is no market for its common Bgsecurities. NSP-Wisconsin has
dividend restrictions imposed by FERC rules antestegulatory commissions:

« Dividends are subject to the FERC's jurisdictiorder the Federal Power Act, which prohibits thgrpent of dividends out of capital
accounts; payment of dividends is allowed out tdireed earnings only.

»  The most restrictive dividend limitation for N§®isconsin is imposed by its state regulatory cossimn. NSP-Wisconsin cannot pay
annual dividends during 2014 in excess of approtetya33.3 million if its calendar year average iggto-total capitalization ratio is or
falls below the state commission authorized le¥éi25 percent , as calculated consistent with PS€jUirements. NSP-Wisconsin’'s
calendar year average equity-to-total capitalizatatio calculated on this basis was 52.8 perceea. 31, 2014 and $8.3 million in
retained earnings was not restricted.

See Note 4 to the consolidated financial statenfentfsirther discussion of NSP-Wisconsin’s dividgralicy.

The dividends declared during 2014 and 2013 wefellasvs:

(Thousands of Dollars) 2014 2013

First quarter $ 8,057 $ 7,51¢
Second quarter 16,24: 7,750
Third quarter 11,48¢ 8,037
Fourth quarter 14,95° 8,03:

Item 6 — Selected Financial Data



This is omitted per conditions set forth in genématructions | (1) (a) and (b) of Form 10-K for elly owned subsidiaries (reduced disclosure
format).

Item 7 — Management’s Discussion and Analysis of Financial@dition and Results of Operations

Discussion of financial condition and liquidity fSiISP-Wisconsin is omitted per conditions set famtbeneral instructions | (1) (a) and (b) of
Form 10-K for wholly owned subsidiaries. It is laped with management’s narrative analysis of éselts of operations set forth in general
instructions | (2) (a) of Form 10-K for wholly owdesubsidiaries (reduced disclosure format).
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Financial Review

The following discussion and analysis by managerfantses on those factors that had a materialteffe®tNSP-Wisconsin’s financial condition,
results of operations and cash flows during théogsrpresented, or are expected to have a maitapalct in the future. It should be read in
conjunction with the accompanying consolidatedriial statements and related notes to the consetidamancial statements.

Forward-Looking Statements

Except for the historical statements containedhis teport, the matters discussed in the follovdisgussion and analysis are forward-looking
statements that are subject to certain risks, teniogies and assumptions. Such forward-lookingestants are intended to be identified in this
document by the words “anticipate,” “believe,” ‘iesate,” “expect,” “intend,” “may,” “objective,” “otlook,” “plan,” “project,” “possible,”
“potential,” “should” and similar expressions. Aatuesults may vary materially. Forward-lookingtetaents speak only as of the date they are
made, and we do not undertake any obligation tatgthem to reflect changes that occur after thtg.dFactors that could cause actual results to
differ materially include, but are not limited tgeneral economic conditions, including inflatiotess monetary fluctuations and their impact on
capital expenditures and the ability of NSP-Wis@om=sd its subsidiaries to obtain financing on faxbe terms; business conditions in the energy
industry, including the risk of a slowdown in theSJeconomy or delay in growth recovery; tradedistaxation and environmental policies in
areas where NSP-Wisconsin has a financial intecastpmer business conditions; actions of cretitigaagencies; competitive factors, including
the extent and timing of the entry of additionaingetition in the markets served by NSP-Wisconsthitssubsidiaries; unusual weather; effects
of geopolitical events, including war and actsesfdrism; cyber security threats and data secbripches; state, federal and foreign legislative
and regulatory initiatives that affect cost andeistient recovery, have an impact on rates or have@act on asset operation or ownership or
impose environmental compliance conditions; stngsduhat affect the speed and degree to which ciitiopeenters the electric and natural gas
markets; costs and other effects of legal and aidtraive proceedings, settlements, investigatam claims; actions by regulatory bodies
impacting NSP-Minnesota’s nuclear operations, idiclg those affecting costs, operations or the agrof requests pending before the NRC;
financial or regulatory accounting policies impossdregulatory bodies; availability or cost of dapiemployee workforce factors; and the other
risk factors listed from time to time by NSP-Wiseanin reports filed with the SEC, including “RiBlactors” in Item 1A of NSP-Wisconsin’s

Form 10-K and Exhibit 99.01 hereto.

Results of Operations

NSF-Wisconsin’s net income was $70.6 million for 2@bpared with $59.5 million for 2013. An electrate increase led to higher electric
margin, while weather-normalized sales growth peedig impacted both electric and natural gas margiihese increases were partially offset by
additional O&M expenses.

Electric Revenues and Margin

Electric production expenses tend to vary withgbantity of electricity sold and changes in thet apsts of fuel and purchased power. The

electric fuel and purchased power cost recoveryhaigism of the Wisconsin jurisdiction may not allfiw complete recovery of all expenses and,
therefore, changes in fuel or purchased power @astsmpact earnings. The following table dettitselectric revenues and margin:

(Millions of Dollars) 2014 2013

Electric revenues $ 83C $ 78¢

Electric fuel and purchased power (44%) (439
Electric margin $ 38§ 35¢
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The following tables summarize the components efciianges in electric revenues and electric méogithe year ended Dec. 31:

Electric Revenue:

(Millions of Dollars) 2014 vs. 2013
Retail rate increase (Wisconsin) $ 23
Interchange agreement billings with NSP-Minnesota 9
Retail sales growth, excluding weather impact 7
Fuel and purchased power cost recovery 2
Estimated impact of weather 3
Other, net 3
Total increase in electric revenues $ 41

Electric Margin

(Millions of Dollars) 2014 vs. 2013
Retail rate increase (Wisconsin) $ 23
Fuel recovery 11
Retail sales growth, excluding weather impact 7
Interchange agreement billings with NSP-Minnesota 9)
Estimated impact of weather 3
Other, net 1
Total increase in electric margin $ 3C

Natural Gas Revenues and Margin

The cost of natural gas tends to vary with changadgs requirements and the cost of natural gahases. However, due to the design of
purchased natural gas cost recovery mechanisnestoer current expenses for sales to retail cusgrfiectuations in the cost of natural gas f
little effect on natural gas margin. The followitaple details the natural gas revenues and margin:

(Millions of Dollars) 2014 2013

Natural gas revenues $ 17C % 13¢

Cost of natural gas sold and transported (119 (82
Natural gas margin $ 56 $ 51

The following tables summarize the components efttiianges in natural gas revenues and natural grggmfior the year ended Dec. 31:

Natural Gas Revenue

(Millions of Dollars) 2014 vs. 2013
Purchased natural gas adjustment clause recovery $ 34
Estimated impact of weather 1
Retail sales growth, excluding weather impact 1
Other, net 1

Total increase in natural gas revenues $ 37

Natural Gas Margin

(Millions of Dollars) 2014 vs. 2013
Estimated impact of weather $ 1
Retail sales growth, excluding weather impact 1
Other, net 3

Total increase in natural gas margin $ S
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Non-Fuel Operating Expenses and Other Items

O&M Expenses— O&M expenses increased $15.7 million , or 8.%pat, for 2014 compared with 2013. The following tablenmarizes tt
changes in O&M expenses:

(Millions of Dollars) 2014 vs. 2013
Interchange agreement billings with NSP-Minnesota $ 12
Transmission expense 1
Electric and natural gas distribution expenses 1
Plant generation costs 1
Other, net 1

Total increase in O&M expenses $ 16

Depreciation and Amortizatio— Depreciation and amortization increased $2.8 mmillior 3.6 percent , for 2014 compared with 2018 T
increase is primarily attributable to a changenmogization as a result of regulatory outcomes.

AFUDC, Equity and Deb— AFUDC increased $4.2 million for 2014 compared vid€ii3. The increase is primarily due to the expanef
transmission facilities.

Income Taxes— Income tax expense increased $6.0 million for 28d@pared with 2013. The increase in income taxersge was primarily due
to higher pretax earnings in 2014. This was pdytiafset by increased permanent plant-relatedsidjents in 2014. The ETR was 37.5 percent
for 2014, compared with 38.0 percent for 2013.

Item 7A — Quantitative and Qualitative Disclosures About Market Risk
Derivatives, Risk Management and Market Risk

NSF-Wisconsin is exposed to a variety of market riskthe normal course of business. Market riskéspotential loss that may occur as a result
of adverse changes in the market or fair value gdréicular instrument or commodity. All financehd commodity-related instruments, including
derivatives, are subject to market risk. See Ndtethe consolidated financial statements fohrdiscussion of market risks associated with
derivatives.

NSF-Wisconsin is exposed to the impact of adverse gbsim price for energy and energy-related produdigch is partially mitigated by the use
of commodity derivatives. In addition to ongoingmitoring and maintaining credit policies intendedninimize overall credit risk, when
necessary, management takes steps to mitigateehangredit and concentration risks associatel Mgtderivatives and other contracts,
including parental guarantees and requests oftecdlia While NSP-Wisconsin expects that the cayateies will perform under the contracts
underlying its derivatives, the contracts expos®N®sconsin to some credit and nonperformance risk.

Though no material non-performance risk currentigts with the counterparties to NSP-Wisconsin'sotodity derivative contracts, distress in
the financial markets may in the future impact tliglt to the extent it impacts those counterparfigstress in the financial markets may also
impact the fair value of the securities in the reapension trust, as well as NSP-Wisconsin's ghititearn a return on short-term investments of
excess cash.

Commodity Price Risk —-NSP-Wisconsin is exposed to commodity price risksrelectric and natural gas operations. Commagtiise risk is
managed by entering into short- and Idagn physical purchase and sales contracts foralagas used in distribution activities. Commoditice
risk is also managed through the use of finan@aldtive instruments. NSP-Wisconsin’s risk mamaget policy allows it to manage commodity
price risk within each rate-regulated operatioth®extent such exposure exists.

Interest Rate Ris— NSP-Wisconsin is subject to the risk of fluctuatintgrest rates in the normal course of busin®SP-Wisconsin's risk

management policy allows interest rate risk to lamaged through the use of fixed rate debt, floatig debt and interest rate derivatives such as
swaps, caps, collars and put or call options.
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At Dec. 31, 2014 and 2013, a 100 basis point chantfee benchmark rate on NSP-Wisconsin’s variasie debt would impact annual pretax
interest expense by approximately $0.8 million &8 million, respectively. See Note 9 to the didsted financial statements for a discussion
of NSP-Wisconsin’s interest rate derivatives.

Credit Risk —NSP-Wisconsin is also exposed to credit risk. Emgk relates to the risk of loss resulting frawunterpartieshonperformance ¢
their contractual obligations. NSP-Wisconsin meaiimé credit policies intended to minimize overadidit risk and actively monitors these policies
to reflect changes and scope of operations.

At Dec. 31, 2014, a 10 percent increase or declieasammodity prices would have an immaterial intp@t credit exposure. At Dec. 31, 2013, a
10 percent increase in commodity prices would hasgalted in an increase in credit exposure of $0lkon, while a decrease in prices of 10
percent would have an immaterial impact on credibsure.

NSF-Wisconsin conducts standard credit reviews focallnterparties. NSP-Wisconsin employs additienadlit risk control mechanisms when
appropriate, such as letters of credit, parentatantees, standardized master netting agreemeahtem@nination provisions that allow for
offsetting of positive and negative exposures. dEmexposure is monitored and, when necessangdtigity with a specific counterparty is limit
until credit enhancement is provided. Distresthenfinancial markets could increase NSP-Wiscoosgdit risk.

Item 8 — Financial Statements and Supplementary Dat

See Iltem 15-1 in Part IV for an index of finan@tements included herein.

See Note 16 to the consolidated financial statesfentsummarized quarterly financial data.
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Management Report on Internal Controls Over Financal Reporting

The management of NSP-Wisconsin is responsibledtablishing and maintaining adequate internalrobover financial reporting. NSP-
Wisconsin’s internal control system was designeprtwide reasonable assurance to Xcel Energy InadsNSP-Wisconsin’s management and
board of directors regarding the preparation aitdofesentation of published financial statements.

All internal control systems, no matter how welkggmed, have inherent limitations. Therefore, eerse systems determined to be effective can
provide only reasonable assurance with respetandial statement preparation and presentation.

NSF-Wisconsin management assessed the effectiven®sSR¥Wisconsin’s internal control over financigboeting as of Dec. 31, 2014 . In
making this assessment, it used the criteria st by the Committee of Sponsoring OrganizationthefTreadway Commission (COSO) in
Internal Control— Integrated Framework (20138ased on our assessment, we believe that, as of3e2014 , NSP-Wisconsin’s internal
control over financial reporting is effective aetfeasonable assurance level based on thoseecriteri

/sI BEN FOWKE /sl TERESA S. MADDEN

Ben Fowke Teresa S. Madden

Chairman and Chief Executive Officer Executitiee President, Chief Financial Officer
Feb. 23, 2015 Feb. 23, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder of
Northern States Power Company, a Wisconsin corjpor

We have audited the accompanying consolidated balsineets and statements of capitalization of MamtBtates Power Company, a Wisconsin
corporation, and subsidiaries (the “Company”) aBefember 31, 2014 and 2013, and the related ddatsd statements of income,
comprehensive income, cash flows, and common stdd&hs equity for each of the three years in thaqu ended December 31, 2014. Our
audits also included the financial statement scledihied in the Index at Item 15. These finanstatements and financial statement schedule are

the responsibility of the Company’s managementr @sponsibility is to express an opinion on timaficial statements and financial statement
schedule based on our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting Oversighaf@qUnited States). Those standards
require that we plan and perform the audit to ebtaasonable assurance about whether the finastataiments are free of material misstatement.
The Company is not required to have, nor were vgaged to perform, an audit of its internal contnedr financial reporting. Our audits included
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, but not
for the purpose of expressing an opinion on thectiffeness of the Company’s internal control ovmarfcial reporting. Accordingly, we express
no such opinion. An audit also includes examinotga test basis, evidence supporting the amouadtslianlosures in the financial statements,
assessing the accounting principles used and gignifestimates made by management, as well asatirag the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of Northern States Power
Company, a Wisconsin corporation, and subsidiasesf December 31, 2014 and 2013, and the reduheio operations and their cash flows for
each of the three years in the period ended Dece®ih014, in conformity with accounting principlgenerally accepted in the United States of
America. Also, in our opinion, such financial statnt schedule, when considered in relation to #séclronsolidated financial statements take

a whole, presents fairly, in all material respettts,information set forth therein.

/s/ DELOITTE & TOUCHE LLP
Minneapolis, Minnesota
February 23, 2015
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NSP-WISCONSIN AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(amounts in thousands)

Year Ended Dec. 31

2014 2013 2012
Operating revenues
Electric $ 829,74t $ 789,16¢ $ 757,56!
Natural gas 169,62 132,86 103,10(
Other 1,08¢ 1,00: 1,177
Total operating revenues 1,000,46: 923,03t 861,84.
Operating expenses
Electric fuel and purchased power, non-affiliates 19,59t 18,12¢ 19,44(
Purchased power, affiliates 425,47. 416,17: 405,01¢
Cost of natural gas sold and transported 114,25( 81,57: 61,37(
Operating and maintenance expenses 191,21: 175,52: 167,50:
Conservation program expenses 11,53° 12,33 14,44.
Depreciation and amortization 79,65« 76,89° 69,23«
Taxes (other than income taxes) 27,11« 25,23 24,97
Total operating expenses 868,83 805,85 761,97t
Operating income 131,62¢ 117,18: 99,86¢
Other income, net 27C 252 47€
Allowance for funds used during construction — égui 7,06( 4,25¢ 2,10¢
Interest charges and financing costs
Interest charges — includes other financing cobts o
$1,570, $1,538, and $1,574, respectively 29,27: 27,79 24,79¢
Allowance for funds used during construction — debt (3,360 (2,987 (1,862
Total interest charges and financing costs 25,91 25,81¢ 22,937
Income before income taxes 113,04! 95,87" 79,50¢
Income taxes 42,40 36,40¢ 29,55¢
Net income $ 70,64: $ 59,46¢ $ 49,95!

See Notes to Consolidated Financial Statements
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NSP-WISCONSIN AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(amounts in thousands)

Year Ended Dec. 31

2014 2013 2012
Net income $ 70,64: $ 59,46¢ $ 49,95:
Other comprehensive income
Derivative instruments:
Reclassification of losses to net income, net wiofa

$51, $51 and $51, respectively. 7€ 7€ 77
Other comprehensive income 7€ 7€ 77
Comprehensive income $ 70,71t $ 59,54 50,02¢

See Notes to Consolidated Financial Statements
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NSP-WISCONSIN AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities

Net income

(amounts in thousands)

Year Ended Dec. 31

Adjustments to reconcile net income to cash praViole operating activities:

Depreciation and amortization
Deferred income taxes
Amortization of investment tax credits
Allowance for equity funds used during construction
Provision for bad debts
Net derivative losses (gains)
Changes in operating assets and liabilities:
Accounts receivable
Accrued unbilled revenues
Inventories
Other current assets
Accounts payable
Net regulatory assets and liabilities
Other current liabilities
Pension and other employee benefit obligations
Change in other noncurrent assets
Change in other noncurrent liabilities

Net cash provided by operating activities

Investing activities
Utility capital/construction expenditures
Allowance for equity funds used during construction
Other, net

Net cash used in investing activities

Financing activities
Proceeds from (repayments of) short-term borrowings
Proceeds from notes payable to affiliates
Repayments of notes payable to affiliates
Proceeds from issuance of long-term debt
Repayments of long-term debt
Capital contributions from parent
Dividends paid to parent

Net cash provided by financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:
Cash paid for interest (net of amounts capitalized)
Cash received (paid) for income taxes, net

Supplemental disclosure of non-cash investing &etitns:

Property, plant and equipment additions in accopaygble

2014 2013 2012
$ 70,64. $ 59,46¢ $ 49,95:
80,87t 78,04¢ 70,37:

45,39¢ 25,78¢ 27,10

(527) (664) (62€)

(7,060) (4,259 (2,102

4,431 3,98¢ 3,32¢

10 (279 127

(5,55¢) (12,70%) (15,95%)

(1,939 (2,496 (470

(3,210 (1,879 6,01¢

(3,501) (3,749 (3172

2,93¢ (1,811 5,82¢

(34,697) (2,062) 3,62¢

(911) 7,58¢ 3,681

(6,139 (8,759 (10,857

(113 232 14

2,53/ 1,11¢ (595)

143,18 137,57 136,27
(288,20 (201,27 (152,75

7,06( 4,25¢ 2,10¢

(16€) (421) 91€

(281,31 (197,441 (149,739

10,00( 29,00( (27,000)

30 — 50

— (80) —

98,53 — 97,91¢

(107) (160 (97)

73,43: 58,97 2,79¢

(43,819 (30,98() (57,317

138,07: 56,75 16,35¢

(64) (3,110 2,88¢

1,34¢ 4,45¢ 1,571

$ 1,288 $ 1,34¢  $ 4,45¢
$ (24,44 $ (2437 $ (21,039
3,47¢ (9,842 (5,841)

$ 35267 $ 27,22. $ 10,61¢

See Notes to Consolidated Financial Statements
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NSP-WISCONSIN AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except share and per shaieg d

Dec. 31
2014 2013
Assets
Current assets
Cash and cash equivalents $ 1288 $ 1,34¢
Accounts receivable, net 60,39¢ 59,26¢
Accrued unbilled revenues 53,56 51,63¢
Inventories 24,68t 21,47t
Regulatory assets 20,03¢ 14,86¢
Prepaid taxes 28,62¢ 27,51¢
Deferred income taxes 8,201 14,95:
Prepayments and other 6,91¢ 5,05¢
Total current assets 203,71t 196,12(
Property, plant and equipment, net 1,674,28 1,442,77
Other assets
Regulatory assets 280,69: 233,19:
Other investments 3,81¢ 3,65(
Other 4,612 3,651
Total other assets 289,12: 240,49:
Total assets $ 2,167,121 $ 1,879,39:
Liabilities and Equity
Current liabilities
Current portion of long-term debt $ 123t % 107
Short-term debt 78,00( 68,00(
Notes payable to affiliates 50C 47C
Accounts payable 61,53( 52,08¢
Accounts payable to affiliates 26,524 24,98¢
Dividends payable to parent 14,957 8,03:
Regulatory liabilities 16,94( 9,717
Environmental liabilities 29,11¢ 28,78t
Other 19,92¢ 22,52
Total current liabilities 248,72! 214,70:
Deferred credits and other liabilities
Deferred income taxes 348,18( 305,13¢
Deferred investment tax credits 9,08¢ 9,69¢
Regulatory liabilities 132,67« 126,42
Environmental liabilities 78,62( 79,70
Customer advances 17,62: 16,00¢
Pension and employee benefit obligations 51,31 45,70¢
Other 16,15 9,237
Total deferred credits and other liabilities 653,65( 591,91

Commitments and contingencies
Capitalization

Long-term debt 567,05t 468,49(

Common stock — 1,000,000 shares authorized of pad@alue; 933,000 shares
outstanding at Dec. 31, 2014 and 2013, respectively 93,30( 93,30(



Additional paid in capital 322,27t 248,84

Retained earnings 282,39¢ 262,49¢
Accumulated other comprehensive loss (285) (3617)
Total common stockholder’s equity 697,68¢ 604,28
Total liabilities and equity $ 2,167,121 $ 1,879,39

See Notes to Consolidated Financial Statements

35




Table of Contents

NSP-WISCONSIN AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER'S EQU ITY
(amounts in thousands, except share data)

Common Stock

Accumulated Total
Additional Other Common
Paid In Retained Comprehensive Stockholder’s
Shares Par Value Capital Earnings Income (Loss) Equity
Balance at Dec. 31, 2011 933,000 $ 9330( $ 187,070 $ 241,29t $ (519 $ 521,15:
Net income 49,95! 49,95!
Other comprehensive income 77 77
Common dividends declared to parent (56,87)) (56,87))
Contribution of capital by parent 2,79¢ 2,79¢
Balance at Dec. 31, 2012 933,000 $ 9330( $ 189,86° $ 234,37t $ 437 $ 517,10¢
Net income 59,46¢ 59,46¢
Other comprehensive income 76 7€
Common dividends declared to parent (31,34YH (31,34YH
Contribution of capital by parent 58,977 58,97
Balance at Dec. 31, 2013 933,000 $ 93,30( $ 248,84: $ 262,49 $ (361 $ 604,28:
Net income 70,64 70,64
Other comprehensive income 76 7€
Common dividends declared to parent (50,749 (50,749
Contribution of capital by parent 73,43: 73,43.
Balance at Dec. 31, 2014 933,00 93,30( 322,27t 282,39( % (285 $ 697,68¢

See Notes to Consolidated Financial Statements
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NSP-WISCONSIN AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CAPITALIZATION
(amounts in thousands, except share and per shaeg d

Dec. 31
2014 2013
Long-Term Debt
First Mortgage Bonds, Series due:
Oct. 1, 2018, 5.25% $ 150,00 $ 150,00t
June 15, 2024, 3.3% 100,00t —
Sept. 1, 2038, 6.375% 200,00( 200,00
Oct. 1, 2042, 3.7% 100,00t 100,00(
City of La Crosse Resource Recovery Bond, Serieshhy. 1, 2021, 6% 18,60( 18,60(
Fort McCoy System Acquisition, due Oct. 15, 203%, 7 523 55¢
Other 1,68 1,76(
Unamortized discount (2,519 (2,32))
Total 568,29: 468,59
Less current maturities 1,23t 107
Total long-term debt $ 567,05 $ 468,49(
Common Stockholder’s Equity
Common stock — 1,000,000 shares authorized of ad@alue;

933,000 shares outstanding at Dec. 31, 2014 angl 264pectively $ 93,30 $ 93,30(
Additional paid in capital 322,271 248,84
Retained earnings 282,39! 262,49¢
Accumulated other comprehensive loss (28E) (3617)

Total common stockholder’s equity $ 697,68 $ 604,28:

@  Resource recovery financi

See Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements
1. Summary of Significant Accounting Policie

Business and System of Accour — NSP-Wisconsin is engaged in the regulated generdtansmission, distribution and sale of elettlyiand

in the regulated purchase, transportation, didiobuand sale of natural gas. NSP-Wisconsin's alidated financial statements and disclosures
are presented in accordance with GAAP. All of N@Bconsin’s underlying accounting records also oonfto the FERC uniform system of
accounts or to systems required by various stgtdatory commissions, which are the same in allematrespects.

Principles of Consolidatior — NSP-Wisconsin’s consolidated financial statemémthide its wholly-owned subsidiaries and variabterest
entities for which it is the primary beneficiarin the consolidation process, all intercompanydeations and balances are eliminated.

NSF-Wisconsin evaluates its arrangements and contvattiother entities to determine if the other pasta variable interest entity, if NSP-
Wisconsin has a variable interest and if NSP-Wisgois the primary beneficiary. NSP-Wisconsindals accounting guidance for variable
interest entities which requires consideratiorhef activities that most significantly impact anigrd financial performance and power to direct
those activities, when determining whether NSP-Wfisin is a variable interest entity’s primary béciafy. See Note 11 for further discussion of
variable interest entities.

Use of Estimates— In recording transactions and balances resuftmmm business operations, NSP-Wisconsin uses astinesed on the best
information available. Estimates are used for stehs as plant depreciable lives or potential thsances, AROs, certain regulatory assets and
liabilities, tax provisions, uncollectible amounggsivironmental costs, unbilled revenues, jurisdiwl fuel and energy cost allocations and
actuarially determined benefit costs. The recomfginates are revised when better information besomwailable or when actual amounts can be
determined. Those revisions can affect operatiaglt®

Regulatory Accounting — NSP-Wisconsin accounts for certain income anapge items in accordance with accounting guidaoceefjulated
operations. Under this guidance:

» Certain costs, which would otherwise be chatgeskpense or OCI, are deferred as regulatorysabssed on the expected ability to
recover the costs in future rates; and

» Certain credits, which would otherwise be retfelcas income, are deferred as regulatory liadgsliiased on the expectation the amounts
will be returned to customers in future rates, @cduse the amounts were collected in rates prithretaosts being incurred.

Estimates of recovering deferred costs and retgrdéferred credits are based on specific ratemaléegsions or precedent for each item.
Regulatory assets and liabilities are amortizedsisbent with the treatment in the rate setting gssc

If restructuring or other changes in the regulatmyironment occur, NSP-Wisconsin may no longeellggble to apply this accounting treatment,
and may be required to eliminate regulatory assaddiabilities from its balance sheet. Such clesmpuld have a material effect on NSP-
Wisconsin’s financial condition, results of opesats and cash flows. See Note 12 for further dsonsof regulatory assets and liabilities.

Revenue Recognitio— Revenues related to the sale of energy are ggnereorded when service is rendered or energielvered to

customers. However, the determination of the ensaigs to individual customers is based on theimgaaf their meter, which occurs on a
systematic basis throughout the month. At theafrehch month, amounts of energy delivered to ecosts since the date of the last meter rea
are estimated and the corresponding unbilled rex@tecognized. NSP-Wisconsin presents its reeenet of any excise or other fiduciary-type
taxes or fees.

NSF-Wisconsin has various rate-adjustment mechaniarpkace that provide for the recovery of purchas&tdral gas costs. These cost-
adjustment tariffs may increase or decrease thed vwevenue collected from customers and areseglvperiodically, for differences between the
total amount collected under the clauses and thts @ocurred. When applicable, under governinglleggry commission rate orders, fuel cost
over-recoveries (the excess of fuel revenue bitleclistomers over fuel costs incurred) are defeagebgulatory liabilities and under-recoveries
(the excess of fuel costs incurred over fuel reesrhilled to customers) are deferred as regulassgts.
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NSF-Wisconsin has various rate-adjustment mechaniamface that provide for the recovery of purchasledtric energy and fuel for electric
generation. Under Wisconsin rules, NSP-Wisconsistraubmit a forward looking fuel cost plan annu#diiyapproval by the PSCW. The rules
also allow for deferral of any under-collectionaser-collection of fuel costs in excess of a twocpat annual tolerance band, for future rate
recovery or refund, subject to PSCW approval.

Conservation Programs— NSP-Wisconsin participates in and funds cons@mairograms in its retail jurisdictions to assisstomers in
conserving energy and reducing peak demand onehtie and natural gas systems. NSP-Wisconsiovess approved conservation program
costs in base rate revenue.

NSF-Wisconsin is required to contribute 1.2 percentofnnual operating revenues to the statewideggredficiency and renewable resource
program Focus on Energy. Funding is collected tiindoase rates on the customer utility bills. Themo financial incentive given back to the
utility. The PSCW has full oversight of Focus orefgy including auditing and verification of progranThe program portfolio is outsourced to a
third-party administrator who subcontracts as nemgsto implement programs.

Property, Plant and Equipment and Depreciatic — Property, plant and equipment is stated at asiginst. The cost of plant includes direct
labor and materials, contracted work, overheadscarsti AFUDC. The cost of plant retired is chargeddcumulated depreciation and
amortization. Amounts recovered in rates for fut@mmoval costs are recorded as regulatory liaglitSignificant additions or improvements
extending asset lives are capitalized, while repaird maintenance costs are charged to expenseuased. Maintenance and replacement of it
determined to be less than a unit of property hegged to operating expenses as incurred. Planagid maintenance activities are charged to
operating expense unless the cost representsdbésiion of an additional unit of property or treplacement of an existing unit of

property. Property, plant and equipment also ishetucosts associated with property held for fuisee The depreciable lives of certain plant
assets are reviewed annually and revised, if apjattep Property, plant and equipment that is remlito be decommissioned early by a regulat
reclassified as plant to be retired.

Property, plant and equipment is tested for impairmwhen it is determined that the carrying valtithe assets may not be recoverable. A loss is
recognized in the current period if it becomes pldb that part of a cost of a plant under constsaar recently completed plant will be
disallowed for recovery from customers and a realslenestimate of the disallowance can be madeinkestments in property, plant and
equipment that are abandoned and not expecteditdaaservice, incurred costs and related defelagdmounts are compared to the discounted
estimated future rate recovery, and a loss is r@zed, if necessary.

NSF-Wisconsin records depreciation expense relatéd fant using the straight-line method over tlans useful life. Actuarial life studies are
performed and submitted to the state and federahdssions for review. Upon acceptance by the uarmmmissions, the resulting lives and net
salvage rates are used to calculate depreciabepreciation expense, expressed as a percentageraige depreciable property, was
approximately 3.3, 3.5 and 3.5 percent for thesyyeaded Dec. 31, 2014, 2013 and 2012, respectively

Leases— NSP-Wisconsin evaluates a variety of contraatddfase classification at inception, including ed¢m@trrangements for office space,
vehicles and equipment. Contracts determined mta@oa lease because of per unit pricing thathierahan fixed or market price, terms regart
the use of a particular asset, and other facterewaaluated further to determine if the arrangerizeatcapital lease. See Note 11 for further
discussion of leases.

AFUDC — AFUDC represents the cost of capital used tonf@eautility construction activity. AFUDC is compudtey applying a composite
financing rate to qualified CWIP. The amount of APO capitalized as a utility construction cost isdited to other nonoperating income (for
equity capital) and interest charges (for debttejpiAFUDC amounts capitalized are included in N8RBconsin’s rate base for establishing
utility service rates.

Generally, AFUDC costs are recovered from custorastthe related property is depreciated. Howenespme cases, the PSCW has allowed an
AFUDC calculation greater than the FERC-defined Afrate, resulting in higher recognition of AFUDC.
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AROs— NSP-Wisconsin accounts for AROs under accountindamee that requires a liability for the fair valoiean ARO to be recognized in
the period in which it is incurred if it can be seaably estimated, with the offsetting associatsgdtretirement costs capitalized as a long-lived
asset. The liability is generally increased overetby applying the effective interest method ofretton, and the capitalized costs are depreciated
over the useful life of the long-lived asset. Chesigesulting from revisions to the timing or amooinéxpected asset retirement cash flows are
recognized as an increase or a decrease in the NRP-Wisconsin also recovers through rates ceftiéime plant removal costs in addition to
AROs. The accumulated removal costs for these afidigs are reflected in the balance sheets asutategy liability. See Note 11 for further
discussion of AROs.

Income Taxes — NSP-Wisconsin accounts for income taxes usin@#iset and liability method, which requires thegsition of deferred tax
assets and liabilities for the expected futurecaxsequences of events that have been includée finincial statements. NSP-Wisconsin defers
income taxes for all temporary differences betwgtax financial and taxable income, and betweerbtiok and tax bases of assets and
liabilities. NSPWisconsin uses the tax rates that are scheduled ito effect when the temporary differences areetqa to reverse. The effect

a change in tax rates on deferred tax assetsalitities is recognized in income in the periodttihaludes the enactment date.

Deferred tax assets are reduced by a valuatiowatioe if it is more likely than not that some pamtor all of the deferred tax asset will not be
realized. In making such a determination, all ald#é evidence is considered, including scheduleersals of deferred tax liabilities, projected
future taxable income, tax planning strategiesragdnt financial operations.

Due to the effects of past regulatory practicessmtieferred taxes were not required to be recatdedo the use of flow through accounting for
ratemaking purposes, the reversal of some tempditiegyences are accounted for as current incomestagense. Investment tax credits are
deferred and their benefits amortized over the liegkeciable lives of the related property. Utilid§e regulation also has resulted in the
recognition of certain regulatory assets and litdd related to income taxes, which are summairizédbte 12.

NSF-Wisconsin follows the applicable accounting guitito measure and disclose uncertain tax positi@ist has taken or expects to take in its
income tax returns. NSP-Wisconsin recognizes @taition in its consolidated financial statememlteen it is more likely than not that the
position will be sustained upon examination basethe technical merits of the position. Recognitid changes in uncertain tax positions are
reflected as a component of income tax.

NSF-Wisconsin reports interest and penalties relateddome taxes within the other income and inteckatges sections in the consolidated
statements of income.

Xcel Energy Inc. and its subsidiaries, includingMN®&isconsin, file consolidated federal income &tums as well as combined or separate state
income tax returns. Federal income taxes paiddsl Energy Inc. are allocated to Xcel Energy Insubsidiaries based on separate company
computations of tax. A similar allocation is mddestate income taxes paid by Xcel Energy In@annection with combined state filings. Xcel
Energy Inc. also allocates its own income tax higngd its direct subsidiaries which are recordeddlly in equity by the subsidiaries based on
relative positive tax liabilities of the subsidiesi

See Note 6 for further discussion of income taxes.

Types of and Accounting for Derivative Instruments NSP-Wisconsin uses derivative instruments in cotimeaevith its utility commaodity price
and interest rate activities, including forward tants, futures, swaps and options. All derivathstruments not designated and qualifying for the
normal purchases and normal sales exception, aseddfy the accounting guidance for derivatives laedging, are recorded on the consolidated
balance sheets at fair value as derivative instntgneThis includes certain instruments used tigatie market risk for the utility operations. The
classification of changes in fair value for thoseivhtive instruments is dependent on the designatf a qualifying hedging

relationship. Changes in fair value of derivativetruments not designated in a qualifying hedg@igtionship are reflected in current earnings or
as a regulatory asset or liability. The classtfaraas a regulatory asset or liability is basedommission approved regulatory recovery
mechanisms.

Interest rate hedging transactions are recordedcasnponent of interest expense. NSP-Wiscongitidg/ed to recover in electric or natural gas

rates the costs of certain financial instrumentsipased to reduce commodity cost volatility. RetHer information on derivatives entered to
mitigate commodity price risk on behalf of electaicd natural gas customers, see Note 9.
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Cash Flow Hedges- Certain qualifying hedging relationships are deaied as a hedge of a forecasted transactioriwefoash flow (cash flow
hedge). Changes in the fair value of a derivatesighated as a cash flow hedge, to the extenttigfeare included in OCI, or deferred as a
regulatory asset or liability based on recovery ma@isms until earnings are affected by the hedgatsaction.

Normal Purchases and Normal Sa— NSP-Wisconsin enters into contracts for the pasehand sale of commodities for use in its business
operations. Derivatives and hedging accountingangé requires a company to evaluate these conteagétermine whether the contracts are
derivatives. Certain contracts that meet the defmof a derivative may be exempted from derivataccounting if designated as normal
purchases or normal sales.

NSF-Wisconsin evaluates all of its contracts at inaeptd determine if they are derivatives and if theget the normal purchases and normal
designation requirements. See Note 9 for furtirugsion of NSP-Wisconsin’'s risk management amiyatéve activities.

Fair Value Measurements— NSP-Wisconsin presents cash equivalents, inteagsderivatives and commodity derivatives anestéd fair

values in its consolidated financial statementastCequivalents are recorded at cost plus accntiei@st; money market funds are measured using
guoted net asset values. For interest rate demdgtquoted prices based primarily on observalaleket interest rate curves are used as a primary
input to establish fair value. For commodity datives, the most observable inputs available anergdly used to determine the fair value of each
contract. In the absence of a quoted price fadantical contract in an active market, NSP-Wisaomsay use quoted prices for similar contracts,

or internally prepared valuation models to detemnfair value. See Note 9 for further discussion.

Cash and Cash Equivalents— NSP-Wisconsin considers investments in certastriments, including commercial paper and moneyketar
funds, with a remaining maturity of three monthdess at the time of purchase, to be cash equitglen

Accounts Receivable and Allowance for Bad De— Accounts receivable are stated at the actual bélfedunt net of an allowance for bad de
NSF-Wisconsin establishes an allowance for uncolléetibceivables based on a policy that reflectextsected exposure to the credit risk of
customers.

Inventory — All inventory is recorded at average cost.

RECs— RECs are marketable environmental instruments that reprgsedf that energy was generated from eligible weaide energy sources.
RECs are awarded upon delivery of the associatedygrand can be bought and sold. RECs are typioaty as a form of measurement of
compliance to RPS enacted by those states thahameiraging construction and consumption from refdevenergy sources, but can also be sold
separately from the energy produced. NSP-Wiscagijires RECs from the generation or purchasengfvable power.

When RECs are purchased or acquired in the cofigeneration they are recorded as inventory at ddst cost of RECs that are utilized for
compliance purposes is recorded as electric fugtpamnchased power expense.

Sales of RECs that are purchased or acquired iodimese of generation are recorded in electrigytiperating revenues on a gross basis. The
of these RECs and related transaction costs apedext in electric fuel and purchased power expense.

Emission Allowance— Emission allowances, including the annual &0d NOx emission allowance entitlement receivethftoe EPA, are
recorded at cost plus associated broker commiss@s NSPWisconsin follows the inventory accounting model i emission allowances. Sa

of emission allowances are included in electrititytbperating revenues and the operating actiwitiection of the consolidated statements of cash
flows.

Environmental Cost: — Environmental costs are recorded when it is poebBISP-Wisconsin is liable for remediation costd the liability can

be reasonably estimated. Costs are deferred gukatary asset if it is probable that the cost$ bl recovered from customers in future rates.
Otherwise, the costs are expensed. If an envirotaherpense is related to facilities currently geusuch as emission-control equipment, the cost
is capitalized and depreciated over the life offitzant.
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Estimated remediation costs, excluding inflationiagreases, are recorded. The estimates are basedgerience, an assessment of the current
situation and the technology currently availableuse in the remediation. The recorded costsegalarly adjusted as estimates are revised and
remediation proceeds. If other participating PBKIst and acknowledge their potential involvemeith\a site, costs are estimated and recorded
only for NSP-Wisconsin's expected share of the.cdsty future costs of restoring sites where openanay extend indefinitely are treated as a
capitalized cost of plant retirement. The deptamieexpense levels recoverable in rates inclugegision for removal expenses, which may
include final remediation costs. Removal costeveced in rates before the related costs are iedware classified as a regulatory liability.

See Note 11 for further discussion of environmeaotats.
Benefit Plans and Other Postretirement Benet— NSP-Wisconsin maintains pension and postretirédnenefit plans for eligible
employees. Recognizing the cost of providing bighahd measuring the projected benefit obligatibthese plans under applicable accounting

guidance requires management to make various asismspnd estimates.

Based on regulatory recovery mechanisms, certaiecognized actuarial gains and losses and unrexagjprior service costs or credits are
recorded as regulatory assets and liabilitieseratian OCI.

See Note 7 for further discussion of benefit plang other postretirement benefits.
Guarantees— NSP-Wisconsin recognizes, upon issuance or nuadifin of a guarantee, a liability for the fair ietrvalue of the obligation that
has been assumed in issuing the guarantee. @&hibtii includes consideration of specific triggegievents and other conditions which may

modify the ongoing obligation to perform under therantee.

The obligation recognized is reduced over the tefthe guarantee as NSP-Wisconsin is released riskunder the guarantee. See Note 11 for
specific details of issued guarantees.

Subsequent Event— Management has evaluated the impact of eventsweg after Dec. 31, 2014 up to the date of isseaof these
consolidated financial statements. These statermamtain all necessary adjustments and disclosesetting from that evaluation.

2. Accounting Pronouncement

Recently Issuel

Revenue Recognitio— In May 2014, the FASB issud®kevenue from Contracts with Customers, Topic 6@&J(No. 2014-09)which provides a
framework for the recognition of revenue, with titgective that recognized revenues properly refi@obunts an entity is entitled to receive in
exchange for goods and services. This guidancehwhcludes additional disclosure requirementsnaigg revenue, cash flows and obligations
related to contracts with customers, will be effecfor interim and annual reporting periods begigrafter Dec. 15, 2016. NSP-Wisconsin is

currently evaluating the impact of adopting ASU 2@ on its consolidated financial statements.

3. Selected Balance Sheet D¢

(Thousands of Dollars) Dec. 31, 2014 Dec. 31, 2013
Accounts receivable, net)
Accounts receivable 66,217 64,18(
Less allowance for bad debts (5,82) (4,917
60,39¢ 59,26¢

@ Accounts receivable, net includes an immaterialamand $1,598ue from affiliates for 2014 and 2013, respectiy

(Thousands of Dollars) Dec. 31, 2014 Dec. 31, 2013

Inventories
Materials and supplies $ 6,49 $ 6,
Fuel 6,654 5,¢
Natural gas 11,537 9,
$ 24,68 $ 21,
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(Thousands of Dollars) Dec. 31, 2014 Dec. 31, 2013
Property, plant and equipment, net

Electric plant $ 2,061,660 $ 1,913,35
Natural gas plant 255,46! 236,04
Common and other property 125,93 112,88t
CwIP 231,41: 127,95
Total property, plant and equipment 2,674,48! 2,390,24
Less accumulated depreciation (1,000,20) (947,467)
$ 1,674,28 $ 1,442,77

4. Borrowings and Other Financing Instruments

Commercial Paper —-NSP-Wisconsin meets its short-term liquidity regments primarily through the issuance of commep@aker and
borrowings under its credit facility. Commercialpea outstanding for NSP-Wisconsin was as follows:

Three Months Ended

(Amounts in Millions, Except Interest Rates) Dec. 31, 2014

Borrowing limit $ 15C

Amount outstanding at period end 78

Average amount outstanding 34

Maximum amount outstanding 80

Weighted average interest rate, computed on a Hagis 0.3

Weighted average interest rate at period end 0.5%
Twelve Months Twelve Months Twelve Months

(Amounts in Millions, Except Interest Rates) Ended Dec. 31, 2014 Ended Dec. 31, 2013 Ended Dec. 31, 2012

Borrowing limit $ 15¢  $ STOR 15C

Amount outstanding at period end 78 68 39

Average amount outstanding 46 2C 61

Maximum amount outstanding 101 71 11€

Weighted average interest rate, computed on a Hagis 0.27% 0.31% 0.3%%

Weighted average interest rate at period end 0.5t 0.27 0.4C

Letters of Credit — NSP-Wisconsin may use letters of credit, gengraith terms of one -year, to provide financial taretees for certain
operating obligations. At Dec. 31, 2014 and 20tt®re were no letters of credit outstanding.

Credit Facility —In order to use its commercial paper program tfillfshort-term funding needs, NSP-Wisconsin mustédna revolving credit
facility in place at least equal to the amounttefcdommercial paper borrowing limit and cannoté&sammercial paper in an aggregate amount
exceeding available capacity under this credififgci The line of credit provides shorm financing in the form of notes payable to nétters
of credit and back-up support for commercial pdgarowings.

Amended Credit Agreemei— In October 2014 , NSP-Wisconsin entered into anraleeé five -year credit agreement with a syndicateanks.
The amended credit agreement has substantiallsetine terms and conditions as the prior credit ageaewith an extension of maturity from
July 2017 to October 2019. The borrowing limit MBP-Wisconsin remained at $150 million .

NSF-Wisconsin has the right to request an extensidhefevolving termination date for an additionaécyear period. All extension requests are
subject to majority bank group approval.

Other features of NSP-Wisconsin’s credit facilitglude:

» The credit facility has a financial covenantuiing that the debt-to-total capitalization ralie less than or equal to 65 percent . NSP-
Wisconsin was in compliance as its debt-to-totaitadization ratio was 48 percent and 47 percefet. 31, 2014 and 2013,
respectively. If NSP-Wisconsin does not comply with covenant, an event of default may be declamd jf not remedied, any
outstanding amounts due under the facility candmteded due by the lender.
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» The credit facility has a cross-default provstbat provides NSP-Wisconsin will be in defaultittnborrowings under the facility if NSP-
Wisconsin or any of its subsidiaries whose totab&sexceed 15 percent of NSP-Wisconsin's congetidatal assets, default on certain
indebtedness in an aggregate principal amount dkug&75 million .

» The interest rates under the line of creditteased on Eurodollar borrowing margins ranging f&#b to 175 basis points per year based
on the applicable long-term credit ratings.

« The commitment fees, also based on applicabig-term credit ratings, are calculated on the uthysetion of the lines of credit at a
range of 7.5 to 27.5 basis points per year.

At Dec. 31, 2014 , NSP-Wisconsin had the followirognmitted credit facility available (in millions):

Credit Facility @ Drawn ® Available

$ 150.C $ 78.C $ 72.C

@  These credit facilities have been amended to esttemdhaturity to October 20:
®)  Includes outstanding commercial pa

All credit facility bank borrowings, outstandingtiers of credit and outstanding commercial papeuce the available capacity under the credit
facility. NSP-Wisconsin had no direct advancestancredit facility outstanding at Dec. 31, 2014 2013 .

Other Short-Term Borrowings — he following table presents the notes payableled@vater Investments, Inc., a NSP-Wisconsin sidogidto
Xcel Energy Inc.:

(Amounts in Millions, Except Interest Rates) Dec. 31, 2014 Dec. 31, 2013
Notes payable to affiliates $ 0t $ 0.5
Weighted average interest rate 0.51% 0.2%%

Long-Term Borrowings and Other Financing Instruments

Generally, all real and personal property of NSB&vnsin is subject to the liens of its first moggandentures. Debt premiums, discounts and
expenses are amortized over the life of the reldédd. The premiums, discounts and expenses atsbeiith refinanced debt are deferred and
amortized over the life of the related new issuaircaccordance with regulatory guidelines.

In June 2014, NSP-Wisconsin issued $100 millioB.8D percent first mortgage bonds due June 15, 2024

During the next five years, NSP-Wisconsin has lterga debt maturities of $150 million due in 2018.

Deferred Financing Cost: — Other assets included deferred financing coséppfoximately $4.3 million and $3.5 million , raftamortization,
at Dec. 31, 2014 and 2013, respectively. NSP-@visit is amortizing these financing costs overémaining maturity periods of the related
debt.

Dividend Restriction— NSP-Wisconsin’s dividends are subject to the FER@isdiction under the Federal Power Act, whichlpbits the
payment of dividends out of capital accounts; paynoé dividends is allowed out of retained earningsy.

The most restrictive dividend limitation for NSP-8onsin is imposed by its state regulatory commissNSP-Wisconsin cannot pay annual
dividends in excess of approximately $33.3 millibits calendar year average equity-to-total cdiziédion ratio is or falls below the state
commission authorized level of 52.5 percent , dsutated consistent with PSCW requirements. NSBewfisin’'s calendar year average equity-
to-total capitalization ratio calculated on thisisavas 52.8 percent at Dec. 31, 2014 and $8.8milh retained earnings was not restricted.
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5. Joint Ownership of Transmission Facilitie:

Following are the investments by NSP-Wisconsimintly owned transmission facilities and the refatevnership percentages as of Dec. 31,

2014 :
Plant in Accumulated
(Thousands of Dollars) Service Depreciation CwIP Ownership %
Electric Transmission:
CapX2020 Transmission $ 26,43: 8,082 % 103,94( 80.7%
La Crosse, Wis. to Madison, Wis. — — 9,81« 50.C
Total NSP-Wisconsin $ 26,43¢ 8,08: § 113,75«

NSF-Wisconsin's share of operating expenses and aari&in expenditures are included in the applicatiléy accounts. Each of the respective

owners is responsible for providing its own finangi

6. Income Taxe:!

Tax Increase Prevention Act of 2034-In 2014, the Tax Increase Prevention Act (TIPA) sigsed into law. The TIPA provides for the

following:
» The R&E credit was extended for 20

* PTCs were extended for projects that began congiruibefore the end of 2014 with certain projeataldying into future years; ai
» 50 percent bonus depreciation was extended eaetlirough 2014. Additionally, some longer producperiod property placed in

service in 2015 is also eligible for 50 percentimdepreciation.

The accounting related to the TIPA was recordednidgg in the fourth quarter of 2014 because a gbhan tax law is accounted for in the period

of enactment.

American Taxpayer Relief Act of 201—In 2013, the American Taxpayer Relief Act (ATRA)s\signed into law. The ATRA provided for the

following:

» The top tax rate for dividends increased fronpé&Ecent to 20 percent . The 20 percent dividetalisanow consistent with the tax rates

for capital gains;
* The R&E credit was extended for 2012 and 2

» PTCs were extended for projects that began conigtruisefore the end of 2013 with certain projeataliying into future years; ai
« 50 percent bonus depreciation was extended eaethirough 2013. Additionally, some longer producperiod property placed in

service in 2014 is also eligible for 50 percentumdepreciation.

The accounting related to the ATRA, including tmeyisions related to 2012, was recorded beginnirthé first quarter of 2013 because a change

in tax law is accounted for in the period of enaain

Federal Audit— NSP-Wisconsin is a member of the Xcel Energy affd group that files a consolidated federal inctameaeturn. The statute of
limitations applicable to Xcel Energy’s 2008 fedén@ome tax return expired in September 2012. Statute of limitations applicable to Xcel
Energy’s 2009 federal income tax return expirelarch 2016. In the third quarter of 2012, the IR&menced an examination of tax years 2010
and 2011 , including the 2009 carryback claim. ABec. 31, 2014, the IRS had proposed an adjustioeht federal tax loss carryback claims
that would result in $12 million of income tax exge for the 2009 through 2011 claims, the recdittlgt 2013 claim, and the anticipated claim

for 2014. NSP-Wisconsin is not expected to acarmeincome tax expense related to this adjustrdgridec. 31, 2014, the IRS has begun the

Appeals process; however, the outcome and timirgrekolution is uncertain.

State Audit=—— NSP-Wisconsin is a member of the Xcel Energy ati#ld group that files consolidated state incomedaxns. As of Dec. 31,
2014, NSP-Wisconsin's earliest open tax year thatibject to examination by state taxing autharitieder applicable statutes of limitations is
2010 . In the first quarter of 2014, the state a$dnsin commenced an examination of tax years 2@@@gh 2011 . No material adjustments
were proposed for those tax years. As of Dec. B142there were no state income tax audits in psEgr
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Unrecognized Tax Benefits— The unrecognized tax benefit balance includes peemiaax positions, which if recognized would affée annus
ETR. In addition, the unrecognized tax benefit bedaincludes temporary tax positions for whichulienate deductibility is highly certain but f
which there is uncertainty about the timing of sdekuctibility. A change in the period of dedudtt@iwould not affect the ETR but would
accelerate the payment of cash to the taxing aitfhtoran earlier period.

A reconciliation of the amount of unrecognized texefit is as follows:

(Millions of Dollars) Dec. 31, 2014 Dec. 31, 2013
Unrecognized tax benefit — Permanent tax positions $ 01 $ 0.1
Unrecognized tax benefit — Temporary tax positions 2.6 1.4

Total unrecognized tax benefit $ 3C §$ 1.:

A reconciliation of the beginning and ending amoaininrecognized tax benefit is as follows:

(Millions of Dollars) 2014 2013 2012

Balance at Jan. 1 $ 15 % 12 $ iLE
Additions based on tax positions related to theendryear 1.¢ 0.7 0.t
Reductions based on tax positions related to thecuyear (0.2 — (0.2)
Additions for tax positions of prior years 0.1 0.t 0.2
Reductions for tax positions of prior years (0.2 — (0.9)
Settlements with taxing authorities (0.3 (2.0 —
Balance at Dec. 31 $ 3C % 15§ 1.2

The unrecognized tax benefit amounts were redugebebtax benefits associated with NOL and taxitiedryforwards. The amounts of tax
benefits associated with NOL and tax credit camyfods are as follows:

(Millions of Dollars) Dec. 31, 2014 Dec. 31, 2013
NOL and tax credit carryforwards $ 09 $ 0.9

It is reasonably possible that NSP-Wisconsin’s amhofiunrecognized tax benefits could significamhange in the next 12 months as the IRS
Appeals process progresses and state audits redsrtiee IRS examination moves closer to completiloa,change in the unrecognized tax be
is not expected to be material.

The payable for interest related to unrecognized&mefits is partially offset by the interest bieressociated with NOL and tax credit
carryforwards. The payables for interest relatedriecognized tax benefits at Dec. 31, 2014, 2032812 were not material. No amounts were
accrued for penalties related to unrecognized ¢égnefits as of Dec. 31, 2014, 2013 or 2012.

Other Income Tax Matters —-NOL amounts represent the amount of the tax lcasistcarried forward and tax credits representidgferred tax
asset. NOL and tax credit carryforwards as of B&owvere as follows:

(Millions of Dollars) 2014 2013

Federal NOL carryforward 48.t 46.¢
Federal tax credit carryforwards 4.t 4.4
State NOL carryforward 34 2

The federal carryforward periods expire betweeril2f¥d 2034 . The state carryforward periods expiteveen 2022 and 2031 .
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Total income tax expense from operations diffessnfthe amount computed by applying the statutadera income tax rate to income before
income tax expense. The following reconciles sifferénces for the years ending Dec. 31:

2014 2013 2012
Federal statutory rate 35.C% 35.(% 35.C%
Increases (decreases) in tax from:
State income taxes, net of federal income tax litenef 4.¢ 5.C 3.4
Tax credits recognized (0.7 (0.9) (0.9
Regulatory differences — utility plant items (2.€) (0.9) 0.3
Change in unrecognized tax benefits — — 0.1
Other, net (0.2) (0.2) (0.2
Effective income tax rate 37.5% 38.% 37.2%
The components of income tax expense for the yaatigg Dec. 31 were:
(Thousands of Dollars) 2014 2013 2012
Current federal tax expense (benefit) $ (393) $ 590: $ 93(
Current state tax expense 45% 4,62¢ 2,21¢
Current change in unrecognized tax expense (bgnefit 1,01z 754 (69)
Deferred federal tax expense 38,32 23,79¢ 25,08¢
Deferred state tax expense 8,04: 2,72( 1,89(
Deferred change in unrecognized tax (benefit) egpen (967) (725) 12¢
Deferred investment tax credits (527) (664) (62€)
Total income tax expense $ 4240: $  3640¢ $§  29,55¢
The components of deferred income tax expensééyéears ending Dec. 31 were:
(Thousands of Dollars) 2014 2013 2012
Deferred tax expense excluding items below $ 49,79 $ 27,51¢ $ 27,99¢
Amortization and adjustments to deferred incomesaon income tax regulatory assets and
liabilities (4,34¢) (1,676 (837)
Tax expense allocated to other comprehensive income (52) (52) (52)
Deferred tax expense $ 45,39¢ % 25,78¢ % 27,10}
The components of the net deferred tax liabilityr{ent and noncurrent) at Dec. 31 were as follows:
(Thousands of Dollars) 2014 2013
Deferred tax liabilities:
Difference between book and tax bases of property $ 319,26 $ 287,12
Regulatory assets 72,67( 57,29¢
Employee benefits 18,69: 16,95
Other 14,45: 10,19:
Total deferred tax liabilities $ 42507¢ $ 371,56
Deferred tax assets:
Environmental remediation 43,20 43,50:
NOL carryforward 18,28: 17,38«
Regulatory liabilities 10,46( 6,20¢
Deferred investment tax credits 5,62¢ 5,97¢
Tax credit carryforward 451¢ 4,44(
Other 3,007 3,871
Total deferred tax assets $ 85,10C $ 81,377
Net deferred tax liability $ 33997¢ $ 290,18
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7. Benefit Plans and Other Postretirement Benéefit

Consistent with the process for rate recovery ofspa and postretirement benefits for its employB&PWisconsin accounts for its participati
in, and related costs of, pension and other pasmeent benefit plans sponsored by Xcel Energy dsanultiple employer plans. NSP-Wisconsin
is responsible for its share of cash contributiqiesny costs and obligations and is entitled taligre of plan assets; accordingly, NSP-Wisconsin
accounts for its pro rata share of these plangjdivtg pension expense and contributions, resultireccounting consistent with that of a single
employer plan exclusively for NSP-Wisconsin empkse

Xcel Energy, which includes NSP-Wisconsin, offeasious benefit plans to its employees. Approximafdl percent of employees that receive
benefits are represented by several local labamsninder several collective-bargaining agreeméut®ec. 31, 2014, NSP-Wisconsin had 402
bargaining employees covered under a collectivgdiaing agreement, which expires at the end of 2016

The plans invest in various instruments which aseldsed under the accounting guidance for fameaheasurements which establishes a
hierarchical framework for disclosing the obserligbof the inputs utilized in measuring fair valughe three levels in the hierarchy and exam
of each level are as follows:

Level 1 —Quoted prices are available in active marketsdeniical assets as of the reporting date. The typassets included in Leve
are highly liquid and actively traded instrumenighvguoted prices.

Level 2 — Pricing inputs are other than quotedg®im active markets, but are either directly directly observable as of the reporting
date. The types of assets included in Level 2yqiedlly either comparable to actively traded séms or contracts, or priced with
models using highly observable inputs.

Level 3 — Significant inputs to pricing have litthe no observability as of the reporting date. fyipes of assets included in Level 3 are
those with inputs requiring significant managenjedgment or estimation.

Specific valuation methods include the following:

Cash equivalents— The fair values of cash equivalents are generafel on cost plus accrued interest; money markesfare measured us
quoted net asset values.

Insurance contract— Insurance contract fair values take into considamathe value of the investments in separate adsafrthe insurer, whic
are priced based on observable inputs.

Investments in equity securities and other fu— Equity securities are valued using quoted pricesdtive markets. The fair values
commingled funds, private equity investments aral estate investments are measured using net\adses, which take into consideration
value of underlying fund investments, as well as dther accrued assets and liabilities of a fumdyrder to determine a per share market v
The investments in commingled funds may be rededioredet asset value with proper notice. Propeiceotaries by fund and can range fi
daily with one or two days notice to annually wa@ daysnotice. Private equity investments require appr@fahe fund for any unschedu
redemption, and such redemptions may be approvedewied by the fund at its sole discretion. Unsalestl distributions from real est:
investments may be redeemed with proper noticegtwts typically quarterly with 45 - 90 daymtice; however, withdrawals from real es
investments may be delayed or discounted as at i&fsfuind illiquidity. Based on the plasi’evaluation of its ability to redeem private egahc
real estate investments, fair value measurementwifate equity and real estate investments haes lassigned a Level 3.

Investments in debt securiti— Fair values for debt securities are determined byird party pricing service using recent traded ahservabl
spreads from benchmark interest rates for simédausties.

Derivative Instrument— Fair values for foreign currency derivatives aréed®eined using pricing models based on the pregiforwarc

exchange rate of the underlying currencies. Thevigues of interest rate derivatives are baseldroker quotes that utilize current market inte
rate forecasts.
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Pension Benefits

Xcel Energy, which includes NSP-Wisconsin, has sdvencontributory, defined benefit pension pldret cover almost all employees.
Generally, benefits are based on a combinatioreafs/of service, the employee’s average pay arsnre cases, social security benefits. Xcel
Energy Inc.’'s and NSP-Wisconsin’s policy is to yullind into an external trust the actuarially detired pension costs recognized for ratemaking
and financial reporting purposes, subject to thetéitions of applicable employee benefit and taxsla

In addition to the qualified pension plans, XcekEEyy maintains a supplemental executive retiremimt (SERP) and a nonqualified pension
The SERP is maintained for certain executiveswae participants in the plan in 2008, when the BERs closed to new participants. The
nonqualified pension plan provides unfunded, nofifie@ benefits for compensation that is in excesthe limits applicable to the qualified
pension plans. The total obligations of the SER®Praamqualified plan as of Dec. 31, 2014 and 201&W46.5 million and $36.5 million ,
respectively, of which $0.8 million and $0.6 miliig respectively, was attributable to NSP-Wisconkir2014 and 2013, Xcel Energy recognized
net benefit cost for financial reporting for theFEand nonqualified plans of $4.7 million and $®&iion , respectively, of which amounts
attributable to NSP-Wisconsin were immaterial. Bisdor these unfunded plans are paid out of Xfetrgy’s consolidated operating cash flows.

Xcel Energy Inc. and NSP-Wisconsin base the investmeturn assumption on expected long-term perdoce for each of the investment types

included in the pension asset portfolio and condiuke historical returns achieved by the assef@artover the past 20 -year or longer period, as
well as the long-term return levels projected ambmmended by investment experts. Xcel Energyand.NSP-Wisconsin continually review the
pension assumptions. The pension cost determinatisames a forecasted mix of investment typestbedong term.

e Investment returns in 2014 and 2013 were belmwassumed level of 7.25 percanboth years
* Investment returns in 2012 were above the asduevel of 7.50 percentanc
* In 2015, NSP-Wisconsin’s expected investmentrreassumption is 7.25 percent

The assets are invested in a portfolio accordingcel Energy Inc.’s and NSP-Wisconsin’s returnuidijty and diversification objectives to

provide a source of funding for plan obligationsl aminimize the necessity of contributions to thaplwithin appropriate levels of risk. The
principal mechanism for achieving these objectigebe projected allocation of assets to selectsétaclasses, given the long-term risk, return,
and liquidity characteristics of each particulasetlass. There were no significant concentratdmisk in any particular industry, index, or

entity. Market volatility can impact even well-digffied portfolios and significantly affect the ueh levels achieved by pension assets in any year

The following table presents the target pensioetaaocations for NSP-Wisconsin at Dec. 31 forupeoming year:

2014 2013
Domestic and international equity securities 3% 31%
Long-duration fixed income and interest rate swexqusties 23 29
Short-to-intermediate term fixed income securities 14 16
Alternative investments 22 22
Cash 2 2
Total 10(% 10(%

The ongoing investment strategy is based on placiip investment recommendations that seek tomize potential investment and interest rate
risk as a plan’s funded status increases over fiine.investment recommendations result in a greeterentage of long-duration fixed income
securities being allocated to specific plans havedgtively higher funded status ratios and a grmeaércentage of growth assets being allocated to
plans having relatively lower funded status ratiise aggregate projected asset allocation preséntbe table above for the master pension trust
results from the plan-specific strategies.
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Pension Plan Assets

The following tables present, for each of the Yailue hierarchy levels, NSP-Wisconsin’s pensiom plssets that are measured at fair value as of

Dec. 31, 2014 and 2013 :

Dec. 31, 2014

(Thousands of Dollars) Level 1 Level 2 Level 3 Total
Cash equivalents $ 791C $ — % —  $ 7,91(
Derivatives — 28 — 28
Government securities — 16,08 — 16,08¢
Corporate bonds — 13,23: — 13,23:
Asset-backed securities — 162 — 162
Mortgage-backed securities — 47E — 47%
Common stock 4,42¢ — — 4,42¢
Private equity investments — — 7,07¢ 7,07¢
Commingled funds — 81,80¢ — 81,80¢
Real estate — — 2,51( 2,51(
Securities lending collateral obligation and other — (995) — (995)

Total $ 12,33 $ 110,79: $ 9,58¢ $ 132,71

Dec. 31, 2013

(Thousands of Dollars) Level 1 Level 2 Level 3 Total
Cash equivalents $ 4332 $ — % — % 4,33
Derivatives — 937 — 937
Government securities — 6,711 — 6,711
Corporate bonds — 24,95¢ — 24,95t
Asset-backed securities — 307 — 307
Mortgage-backed securities — 684 — 684
Common stock 4,53 — — 4,53
Private equity investments — — 7,50z 7,50z
Commingled funds — 84,36¢ — 84,36+
Real estate — — 2,29¢ 2,29¢
Securities lending collateral obligation and other — 311 — 311

Total $ 8,86t $ 118,26¢ $ 9,801 $ 136,93

The following tables present the changes in NSPevisin’s Level 3 pension plan assets for the yeaded Dec. 31, 2014 , 2013 and 2012 :

Purchases,
Net Realized Net Unrealized Issuances and Transfer Out
(Thousands of Dollars) Jan. 1, 2014 Gains (Losses) Gains (Losses) Settlements, Net of Level 3 Dec. 31, 2014
Private equity investments $ 750 $ 1,197 $ 1,19 $ (424) $ — 3 7,07¢
Real estate 2,29¢ 16€ (239 27¢ — 2,51(
Total $ 9,801 $ 1,367 $ (1,43) $ (145 $ —  $ 9,58¢
Purchases,
Net Realized Net Unrealized Issuances and Transfers Out of
(Thousands of Dollars) Jan. 1, 2013 Gains (Losses) Gains (Losses) Settlements, Net Level 3@ Dec. 31, 2013
Asset-backed securities $ 74¢  $ — 3 — 3 — % (749 $ —
Mortgage-backed securities 2,12¢ — — — (2,129 —
Private equity investments 8,54~ 1,08: (1,960 (16€) — 7,50z
Real estate 3,47z (129 247 45C (1,747 2,29¢
Total $ 14,89 $ 954 $ (1,719 $ 284 % (4,616 $ 9,801

(a)
subsequently sold during 2013.
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Net Realized Net Unrealized Iszﬂ;%hc?essegr’wd Transfers Out of
(Thousands of Dollars) Jan. 1, 2012 Gains (Losses) Gains (Losses) Settlements, Net Level 3 Dec. 31, 2012
Asset-backed securities $ 157¢ $ 197 $ 279 $ (759 $ — % 74¢
Mortgage-backed securities 3,781 93 (112) (1,639 — 2,12¢
Private equity investments 8,44( 94t (1,197 357 — 8,54t
Real estate 2,00¢ 1 32¢ 1,13¢ — 3,47:
Total $ 15,807 $ 1,23¢ $ (1,259 $ (895 $ — % 14,89:

Benefit Obligations— A comparison of the actuarially computed pendienefit obligation and plan assets for NSP-Wisaoisspresented in the
following table:

(Thousands of Dollars) 2014 2013
Accumulated Benefit Obligation at Dec. 31 $ 153,59 $ 153,89:

Change in Projected Benefit Obligation:

Obligation at Jan. 1 $ 163,93 $ 179,99!
Service cost 4,52 5,68
Interest cost 7,257 6,92¢
Plan amendments — (1,109
Actuarial loss (gain) 9,12¢ (12,09)
Benefit payments (29,179 (16,465
Obligation at Dec. 31 $ 16566¢ $ 163,93
(Thousands of Dollars) 2014 2013
Change in Fair Value of Plan Assets:

Fair value of plan assets at Jan. 1 $ 136,93! $ 136,54t
Actual return on plan assets 6,91¢ 5,52¢
Employer contributions 8,03: 11,32¢
Benefit payments (219,179 (16,469
Fair value of plan assets at Dec. 31 $ 132710 $ 136,93
(Thousands of Dollars) 2014 2013
Funded Status of Plans at Dec. 31:

Funded statu® $ (32,95¢ $ (26,999

@ Amounts are recognized in noncurrent liabilitiesNSP-Wisconsirs consolidated balance she

(Thousands of Dollars) 2014 2013

Amounts Not Yet Recognized as Components of Net Redic Benefit Cost:

Net loss $ 90,000 $ 84,77

Prior service cost 667 77¢
Total $ 90,67 $ 85,55

(Thousands of Dollars) 2014 2013

Amounts Not Yet Recognized as Components of Net Redic Benefit Cost Have Been Recorded as
Follows Based Upon Expected Recovery in Rates:

Current regulatory assets $ 6,72¢ % 7,631

Noncurrent regulatory assets 83,94¢ 77,92(
Total $ 90,67 $ 85,55

Measurement date Dec. 31, 2014 Dec. 31, 2013
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2014 2013
Significant Assumptions Used to Measure Benefit Olgations:
Discount rate for year-end valuation 4.11% 4.7%%
Expected average long-term increase in compensiatveh 3.7¢ 3.7¢
Mortality table RP 201- RP 200!

Mortality — In 2014, the Society of Actuaries published a newvtality table and projection scale that increatbedoverall life expectancy of
males and females. NSP-Wisconsin has revieweahitspmpulation through a credibility analysis andpigd the RP 2014 table with
modifications based on its population and speeifigerience.

Cash Flows —Cash funding requirements can be impacted by clsatiogectuarial assumptions, actual asset leveloted calculations
prescribed by the funding requirements of incomeatad other pension-related regulations. Requioedributions were made in 2012 through
2015 to meet minimum funding requirements.

Total voluntary and required pension funding cdmitions across all four of Xcel Energy’s pensioansl were as follows:

e $90.0 million in January 2015, of which $4.9linih was attributable to NSR/isconsin
e $130.6 million in 2014, of which $8.0 million wattributable to NS®isconsin

e $192.4 million in 2013, of which $11.3 millionas attributable to NSP¢¥isconsin; an
¢ $198.1 million in 2012, of which $12.5 millionas attributable to NS®¢isconsin

For future years, Xcel Energy and NSP-Wisconsiicgate contributions will be made as necessary.

Plan Amendment— In 2014, there were no plan amendments made wifietted the benefit obligation. Xcel Energy, whiokludes NSP-
Wisconsin, amended the plan in 2013 resultingde@ease of the projected benefit obligation dueltp insuring the long-term disability benefit
for NSP bargaining participants. This decreasepeasally offset by an increase to the projecteddfi obligation resulting from a change in the

discount rate basis for lump sum conversion of @i@sufor participants in the Xcel Energy PensidanP

Benefit Cost—— The components of NSP-Wisconsin’s net periodic jpensost were:

(Thousands of Dollars) 2014 2013 2012
Service cost $ 4527 % 568: $ 4,56¢
Interest cost 7,257 6,92¢ 7,76¢
Expected return on plan assets (9,642 (9,995 (10,489
Amortization of prior service cost 111 417 1,771
Amortization of net loss 6,617 7,924 6,00
Net periodic pension cost $ 8,87C $ 10,95 $ 9,61¢
2014 2013 2012
Significant Assumptions Used to Measure Costs:
Discount rate 4.7%% 4.0(% 5.0(%
Expected average long-term increase in compensiatveh 3.7¢ 3.7¢ 4.0C
Expected average long-term rate of return on assets 7.2¢ 7.25 7.5C
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In addition to the benefit costs in the table ahdoethe pension plans sponsored by Xcel Enemyy, kosts are allocated to N8Hsconsin base
on Xcel Energy Services Inc. employees’ labor castsounts allocated to NSP-Wisconsin were $1.7iamil| $2.2 million and $1.8 million in
2014, 2013 and 2012, respectively. Pension coshsda an expected return impact for the current trest may differ from actual investment
performance in the plan. The return assumption {@me2015 pension cost calculations is 7.25 perc@ihie cost calculation uses a market-related
valuation of pension assets. Xcel Energy, includi8P-Wisconsin, uses a calculated value methoétermine the market-related value of the
plan assets. The market-related value begins Wtligir market value of assets as of the beginafrige year. The market-related value is
determined by adjusting the fair market value skisto reflect the investment gains and lossesdifference between the actual investment
return and the expected investment return on thr&etreelated value) during each of the previous frears at the rate of 20 percent per year. As
these differences between actual investment reanmdghe expected investment returns are incorpoiato the market-related value, the
differences are recognized over the expected agagegaining years of service for active employees.

Defined Contribution Plans

Xcel Energy, which includes NSP-Wisconsin, mairga01(k) and other defined contribution plans tieater substantially all employees. The
expense to these plans for NSP-Wisconsin was ajppabaly $1.4 million in 2014, $1.3 million in 20E#d $1.2 million in 2012.

Postretirement Health Care Benefits
Xcel Energy, which includes NSP-Wisconsin, hasrtrdoutory health and welfare benefit plan thatyides health care and death benefits to
certain Xcel Energy retirees. The former NSP, whnctudes NSP-Wisconsin, discontinued contributimgard health care benefits for

nonbargaining employees retiring after 1998 and&rgaining employees who retired after 1999.

In 1993, Xcel Energy Inc. and NSP-Wisconsin adopiszbunting guidance regarding other non-pensistrgiirement benefits and elected to
amortize the unrecognized APBO on a straight-liasiover 20 years .

Regulatory agencies for nearly all retail utiliystomers have allowed rate recovery of accruedgtosiment benefit costs.

Plan Asset— Certain state agencies that regulate Xcel Enkrgys utility subsidiaries also have issued guitkes related to the funding of
postretirement benefit costs. These assets arstet/én a manner consistent with the investmeatesjy for the pension plan.

The following table presents the target postreteshasset allocations for Xcel Energy Inc. and N®Beonsin at Dec. 31 for the upcoming year:

2014 2013
Domestic and international equity securities 25% 41%
Short-to-intermediate fixed income securities 57 40
Alternative investments 13 13
Cash 5 6
Total 10C% 10C%

Xcel Energy Inc. and NSP-Wisconsin base investmetoirn assumptions for the postretirement healtd fuand assets on expected long-term
performance for each of the investment types irediud the asset portfolio. Assumptions and tarfjetaions are determined at the master trust
level. The investment mix at each of Xcel Energy.’Bwutility subsidiaries may vary from the investmanix of the total asset portfolio. The as:
are invested in a portfolio according to Xcel Enelrge.’'s and NSP-Wisconsin’s return, liquidity adidersification objectives to provide a source
of funding for plan obligations and minimize thecassity of contributions to the plan, within appiate levels of risk. The principal mechanism
for achieving these objectives is the projectedcallion of assets to selected asset classes, thigdong-term risk, return, correlation and liqtydi
characteristics of each particular asset classellrere no significant concentrations of risk ity @articular industry, index, or entity. Market
volatility is not considered to be a material fadgtopostretirement health care costs.
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The following tables present, for each of the Yailue hierarchy levels, NSP-Wisconsin’s proportterellocation of the total postretirement
benefit plan assets that are measured at fair e Dec. 31, 2014 and 2013 :

Dec. 31, 2014

(Thousands of Dollars) Level 1 Level 2 Level 3 Total
Cash equivalents $ 28 $ — 3 —  $ 28
Government securities — 52 — 52
Insurance contracts — 54 — 54
Corporate bonds — 59 — 59
Asset-backed securities — 4 —
Mortgage-backed securities — 12 — 12
Commingled funds — 304 — 304
Other — (1) — (1)

Total $ 28 $ 484 % — % 512

Dec. 31, 2013

(Thousands of Dollars) Level 1 Level 2 Level 3 Total
Cash equivalents $ 31 $ — 3 — % 31
Derivatives — 2 — 2
Government securities — 89 — 8¢9
Insurance contracts — 8C — 8C
Corporate bonds — 79 — 79
Asset-backed securities — 5 —
Mortgage-backed securities — 37 — 37
Commingled funds — 452 — 452
Other — (25) — (25)

Total $ 31 % 71 $ —  $ 74¢€

For the year ended Dec. 31, 2014 there were ndsasarsferred in or out of Level 3. The followitables present the changes in NSP-
Wisconsin’'s Level 3 postretirement benefit plarets$or the years ended Dec. 31, 2013 and 2012 :

Purchases,
Net Realized Net Unrealized Issuances and Transfers Out of
(Thousands of Dollars) Jan. 1, 2013 Gains (Losses) Gains (Losses) Settlements, Net Level 3@ Dec. 31, 2013
Asset-backed securities $ 1 3 — 3 — 3 — 3 @ $ =
Mortgage-backed securities 54 — — — (54) —
Total $ 55 % — % — 3 — % (55 $ =

@ Transfers out of Level 3 into Level 2 were prindipaue to diminished use of unobservable inputt ttere previously significant to these fair vatneasurements and were
subsequently sold during 2013.

Purchases,
Net Realized Net Unrealized Issuances and Transfers Out of
(Thousands of Dollars) Jan. 1, 2012 Gains (Losses) Gains (Losses) Settlements, Net Level 3 Dec. 31, 2012
Asset-backed securities $ 14 3 — 3 3 $ (1e) $ — % 1
Mortgage-backed securities 48 D 6 1 — 54
Total $ 62 $ (1) $ 9 % (15) $ — 3 55
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Benefit Obligations— A comparison of the actuarially computed benafiigation and plan assets for NSP-Wisconsin isgméed in the

following table:

(Thousands of Dollars) 2014 2013
Change in Projected Benefit Obligation:
Obligation at Jan. 1 $ 17,15: $ 19,43.
Service cost 35 25
Interest cost 791 76C
Medicare subsidy reimbursements 2 31
Plan participants’ contributions 284 621
Actuarial gain (38) (1,724
Benefit payments (1,459 (1,999
Obligation at Dec. 31 $ 16,76¢  $ 17,150
(Thousands of Dollars) 2014 2013
Change in Fair Value of Plan Assets:
Fair value of plan assets at Jan. 1 $ 74€ % 647
Actual return on plan assets (15) (19
Plan participants’ contributions 284 621
Employer contributions 95¢€ 1,48:
Benefit payments (1,459 (1,999
Fair value of plan assets at Dec. 31 $ 51z § 74¢€
(Thousands of Dollars) 2014 2013
Funded Status of Plans at Dec. 31:
Funded status $ (16,256 $ (16,40Y)
Current liabilities (1,029 (71¢)
Noncurrent liabilities (15,239 (15,689
Net postretirement amounts recognized on conselitlaalance sheets $ (16,25 $ (16,40
(Thousands of Dollars) 2014 2013
Amounts Not Yet Recognized as Components of Net Redic Benefit Cost:
Net loss $ 10,46: $ 11,09¢
Prior service credit (2,83¢) (3,18))
Total $ 7,628 $ 7,911
(Thousands of Dollars) 2014 2013
Amounts Not Yet Recognized as Components of Net Redic Benefit Cost Have Been Recorded as
Follows Based Upon Expected Recovery in Rates:
Current regulatory assets $ 95 % 57(C
Noncurrent regulatory assets 7,53( 7,341
Total $ 7,628 % 7,911
Measurement date Dec. 31, 2014 Dec. 31, 2013
2014 2013
Significant Assumptions Used to Measure Benefit Olgations:
Discount rate for year-end valuation 4.0&% 4.82%
Mortality table RP 201- RP 200!
Health care costs trend rate — initial 6.5(% 7.0(%
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Effective Jan. 1, 2015, the initial medical treaterwas decreased from 7.0 percent to 6.5 perddm ultimate trend assumption remained at 4.5
percent . The period until the ultimate rate iheal is four years . Xcel Energy Inc. and NSP-Wisaobase the medical trend assumption on the
long-term cost inflation expected in the health carekeiaiconsidering the levels projected and recommeny industry experts, as well as rec
actual medical cost increases experienced by thegenedical plan.

A one-percent change in the assumed health carérend rate would have the following effects onMN®isconsin:

One-Percentage Point

(Thousands of Dollars) Increase Decrease
APBO $ 1,722 % (1,450
Service and interest components 98 (80)

Cash Flows —The postretirement health care plans have no fgngiquirements under income tax and other retirémedated regulations other
than fulfilling benefit payment obligations, whelaims are presented and approved under the plaftitidnal cash funding requirements are
prescribed by certain state and federal rate regylauthorities, as discussed previously. XcelrBpewhich includes NSP-Wisconsin,
contributed $17.1 million , $17.6 million and $4alllion during 2014 , 2013 and 2012 , respectiyefywhich $1.0 million , $1.5 million and
$1.9 million were attributable to NSP-Wisconsin.eKEnergy expects to contribute approximately $1il8on during 2015 , of which $1.5
million is attributable to NSP-Wisconsin.

Plan Amendment— In 2014 and 2013, there were no plan amendmente mhith affected the benefit obligation.

Benefit Coste— The components of NSP-Wisconsin's net period&tgdirement benefit costs were:

(Thousands of Dollars) 2014 2013 2012
Service cost $ 35 % 25 % 20
Interest cost 791 76C 1,07¢
Expected return on plan assets (52 (42 (50
Amortization of transition obligation — 1 171
Amortization of prior service credit (357) (35]) (14)
Amortization of net loss 66€ 962 48¢€
Net periodic postretirement benefit cost $ 1,08 $ 135 $ 1,68¢
2014 2013 2012
Significant Assumptions Used to Measure Costs:
Discount rate 4.82% 4.1(% 5.0(%
Expected average long-term rate of return on assets 7.0¢ 7.11 6.7t

In addition to the benefit costs in the table ahdorthe postretirement health care plans sporddayeXcel Energy, Inc., costs are allocated to
NSF-Wisconsin based on Xcel Energy Services Inc. eygas’ labor costs.

Projected Benefit Payments

The following table lists NSP-Wisconsin’'s projectaghefit payments for the pension and postretir¢enefit plans:

Gross Projected Net Projected

Postretirement Postretirement

Projected Pension Health Care Expected Medicare Health Care
(Thousands of Dollars) Benefit Payments Benefit Payments Part D Subsidies Benefit Payments
2015 $ 12517 $ 1547 $ 13 % 1,534
2016 13,28¢ 1,47: 11 1,462
2017 13,16« 1,397 9 1,38¢
2018 12,56« 1,352 8 1,34«
2019 13,28¢ 1,311 7 1,30¢
2020-2024 65,11¢ 5,81¢ 3C 5,78¢
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Multiemployer Plans

NSF-Wisconsin contributes to several union multiemplogension plans, none of which are individualgngicant. These plans provide pension
benefits to certain union employees, including telegl workers and other construction and facitieorkers who may perform services for more
than one employer during a given period and dgadicipate in the NSP-Wisconsin sponsored perglians. Contributing to these types of plans
creates risk that differs from providing benefitelar NSPwisconsin sponsored plans, in that if another piadting employer ceases to contrik

to a multiemployer plan, additional unfunded obfigas may need to be funded over time by remaipagicipating employers.

Contributions to multiemployer plans were as fokofer the years ended Dec. 31, 2014 , 2013 and 20k&re were no significant changes to the
nature or magnitude of the participation of NSP-8issin in multiemployer plans for the years presént

(Thousands of Dollars) 2014 2013 2012
Multiemployer plan contributions:
Pension $ 15€¢ $ 13C % 162
Total $ 15€¢ $ 13C % 162

8. Other Income, Ne

Other income, net for the years ended Dec. 31 statsof the following:

(Thousands of Dollars) 2014 2013 2012
Interest income $ 36 $ 53¢ $ 73€
Other nonoperating income 321 152 12¢
Insurance policy expense (409) (427) (389)
Other nonoperating expense (10 (10 —
Other income, net $ 27C  $ 25: § 47e

9. Fair Value of Financial Assets and Liabilitie!

Fair Value Measurements

The accounting guidance for fair value measuremeemtisdisclosures provides a single definition affalue and requires certain disclosures
about assets and liabilities measured at fair valuaierarchical framework for disclosing the oh&dbility of the inputs utilized in measuring

assets and liabilities at fair value is establishgthis guidance. The three levels in the hiernpate as follows:

Level 1 — Quoted prices are available in activekats for identical assets or liabilities as of teporting date. The types of assets and
liabilities included in Level 1 are highly liquichd actively traded instruments with quoted prices.

Level 2 — Pricing inputs are other than quotedg®im active markets, but are either directly directly observable as of the reporting
date. The types of assets and liabilities includddevel 2 are typically either comparable to aely traded securities or contracts, or
priced with models using highly observable inputs.

Level 3 — Significant inputs to pricing have litthe no observability as of the reporting date. THpes of assets and liabilities included
in Level 3 are those valued with models requiriiggnisicant management judgment or estimation.

Specific valuation methods include the following:

Cash equivalents— The fair values of cash equivalents are genekaled on cost plus accrued interest; money markds are measured using
guoted net asset values.

Interest rate derivative— The fair values of interest rate derivatives argelleon broker quotes that utilize current markietré@st rate forecasts.
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Commodity derivatives- The methods used to measure the fair value of caitynderivative forwards and options utilize forwasrices and
volatilities, as well as pricing adjustments foesific delivery locations, and are generally assija Level 2. When contractual settlements
extend to periods beyond those readily observablective exchanges or quoted by brokers, the sigmi€e of the use of less observable forecasts
of long-term forward prices and volatilities onauwation is evaluated, and may result in Levelagsiffication.

Derivative Instruments Fair Value Measuremen

NSF-Wisconsin enters into derivative instruments, idahg forward contracts, futures, swaps and optiforgrading purposes and to manage risk
in connection with changes in interest rates aiiyutommodity prices.

Interest Rate Derivative— NSP-Wisconsin enters into various instruments éfffgctively fix the interest payments on certaiwating rate debt
obligations or effectively fix the yield or pricen@ specified benchmark interest rate for an grated debt issuance for a specific period. These
derivative instruments are generally designatechah flow hedges for accounting purposes.

At Dec. 31, 2014, accumulated other comprehensisgels related to interest rate derivatives incldfed million of net losses expected to be
reclassified into earnings during the next 12 msrth the related hedged interest rate transaétiggact earnings, including forecasted amounts
for unsettled hedges, as applicable.

Commodity Derivatives -NSP-Wisconsin may enter into derivative instrumeatsianage variability of future cash flows fromaalges in
commodity prices in its electric and natural gasragions, as well as for trading purposes. Thisccmelude the purchase or sale of natural gas to
generate electric energy and natural gas for resale

The following table details the gross notional amtswf commodity options at Dec. 31:

(Amounts in Thousands) @® 2014 2013
MMBtu of natural gas 18 987

@ Amounts are not reflective of net positions in timelerlying commoditie
() Notional amounts for options are included on a gtmsis, but are weighted for the probability afreise

Consideration of Credit Risk and Concentratiors NSP-Wisconsin continuously monitors the creditwiortlss of the counterparties to its
interest rate derivatives and commaodity derivatioetracts prior to settlement, and assesses eaiciecparty’s ability to perform on the
transactions set forth in the contracts. Gives #fisessment, as well as an assessment of the whpeP-Wisconsin’s own credit risk when
determining the fair value of derivative liabilgiethe impact of considering credit risk was immateo the fair value of unsettled commodity
derivatives presented in the consolidated balaheets.

NSF-Wisconsin employs additional credit risk contra@chanisms when appropriate, such as letters oit cpedental guarantees, standardized
master netting agreements and termination pro\gdioat allow for offsetting of positive and negatiexposures. Credit exposure is monitored
and, when necessary, the activity with a speciiegnterparty is limited until credit enhancemenrisvided.

Financial Impact of Qualifying Cash Flow Hedges —Fhe impact of qualifying interest rate cash flovdges on NSP-Wisconsin’s accumulated
other comprehensive loss, included in the cons@@iatatements of common stockholder’s equity ariié consolidated statements of
comprehensive income, is detailed in the followtaigle:

(Thousands of Dollars) 2014 2013 2012

Accumulated other comprehensive loss related to flae hedges at Jan. 1 $ (361 $ 437 $ (519
After-tax net realized losses on derivative tratieas reclassified into earnings 76 7€ 77
Accumulated other comprehensive loss related to flas hedges at Dec. 31 $ (289 $ (36]) $ (437

Pre-tax losses related to interest rate derivatielassified from accumulated other comprehensis&into earnings were $0.1 milliéor each o
the years ended Dec. 31, 2014, 2013 and 2012.
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During the year ended Dec. 31, 2014, changes ifathgalue of natural gas commodity derivativesuléed in net gains of $0.1 million ,
recognized as regulatory assets and liabilitiesiiguthe years ended Dec. 31, 2013 and 2012, ckdndbe fair value of natural gas commodity
derivatives resulted in net losses of $0.1 milkord $0.4 million , respectively, recognized as laguy assets and liabilities. The classificatian a
a regulatory asset or liability is based on comioisapproved regulatory recovery mechanisms.

During the year ended Dec. 31, 2014, immaterialnahgas commodity derivatives settlement gainsewecognized and losses totaling $0.7
million and $2.9 million were recognized for eadtth® years ended Dec. 31, 2013 and 2012, and sudject to purchased natural gas cost
recovery mechanisms, which result in reclassificetiof derivative settlement gains and losses foutcome to a regulatory asset or liability, as
appropriate.

NSF-Wisconsin had no derivative instruments designatetair value hedges during the years ended Oe@®4, 2013 and 2012. Therefore, no
gains or losses from fair value hedges or relagzthd transactions were recognized for these pgeriod

Recurring Fair Value Measurement— The following table presents for each of the failue hierarchy levels, NSP-Wisconserivative asse
and liabilities measured at fair value on a recigriasis:

Dec. 31, 2014
Fair Value Fair Value Counterparty
(Thousands of Dollars) Level 1 Level 2 Level 3 Total Netting @ Total ®
Current derivative assets
Natural gas commaodity $ — 3 52 $ — % 52 % — 8 52
Dec. 31, 2013
Fair Value Fair Value Counterparty
(Thousands of Dollars) Level 1 Level 2 Level 3 Total Netting @ Total ©
Current derivative assets
Natural gas commaodity $ — 3 58C $ — % 58C $ —  $ 58(C

@ NSF-Wisconsin nets derivative instruments and relatgthteral in its consolidated balance sheet whgaparted by a legally enforceable master nettingement, and all
derivative instruments and related collateral an®wrere subject to master netting agreements at¥1e@014 and 2013. The counterparty netting antsopresented exclude
settlement receivables and payables and non-deewvamounts that may be subject to the same mastitng agreements.

®) Included in other current assets balance of $6l@miat Dec. 31, 2014 in the consolidated balance s

© Included in other current assets balance of $5lliomiat Dec. 31, 2013 in the consolidated balance sl

Fair Value of Long-Term Debt

As of Dec. 31, 2014 and 2013, other financial imstents for which the carrying amount did not edaglvalue were as follows:

2014 2013
Carrying Carrying
(Thousands of Dollars) Amount Fair Value Amount Fair Value
Long-term debt, including current portion $ 56829: $ 670,66 $ 46859 $ 518,26

The fair value of NSP-Wisconsin’s long-term deb¢gtsimated based on recent trades and observabkdspgrom benchmark interest rates for
similar securities. The fair value estimates argelol on information available to management aseof B1, 2014 and 2013, and given the
observability of the inputs to these estimatesfairevalues presented for long-term debt have lzessigned a Level 2.
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10. Rate Matters
Recently Concluded Regulatory Proceedir— PSCW

Wisconsin 2015 Electric Rate Case— In May 2014, NSP-Wisconsin filed a request with B®CW to increase electric rates by $20.6 million ,
or 3.2 percent , effective Jan. 1, 2015. The retquas for the limited purpose of updating 2015 &lecates to reflect anticipated increases in the
production and transmission fixed charges andubkéand purchased power components of the integehagreement with NSP-Minnesota. No
changes were requested to the capital structuteedt0.2 percent ROE authorized by the PSCW ir2€Hiel rate case. As part of an agreement
with stakeholders to limit the size and scope efthse, NSP-Wisconsin also agreed to an earnipg®icd015 only, in which 100 percent of the
earnings above the authorized ROE would be refutmledstomers.

In December 2014, the PSCW issued its order appgaa overall increase in NSP-Wisconsin's electites of approximately $14.2 million , or
2.2 percent , reflecting the updated November fsefor fuel and purchased power costs. The PSQ evas consistent with the agreement
reached by the parties, as described above. Theates/were effective Jan. 1, 2015.

Pending Regulatory Proceedin¢ Michigan Public Service Commission (MPSC)

Michigan 2015 Electric Rate Cas— In October 2014, NSP-Wisconsin filed a requeshie MPSC to increase rates for electric serbice
$900,000, or 6.1 percent . The filing was based 8015 forecast test year, a 10.3 percent ROEgqaity ratio of 52.59 percent and a forecasted
average rate base of approximately $35.2 millidhe primary drivers of the requested increase anérauing investment in transmission and
distribution infrastructure. The filing also incled a request for a $289,000 , or 1.9 percent ,istgpase in 2016, to reflect the expiration in@01
of certain credits that were used to offset the52@te request. In addition to the MPSC staff,rirgaors in the case include the Michigan Attor
General and the Association of Businesses Advagdiariff Equity, a voluntary association of largelustrial businesses. Hearings are scheduled
for April 2015. The parties have agreed to medtaebruary 2015 to discuss potential settlementettse.

Pending Regulatory Proceedinc— FERC

MISO ROE Complaint/ROE Adde— In November 2013, a group of customers filed a dampat the FERC against MISO transmission owr
including NSP-Minnesota and NSP-Wisconsin. The dampargued for a reduction in the ROE applicabledansmission formula rates in the
MISO region from 12.38 percent to 9.15 percenprahibition on capital structures in excess of Bécpnt equity, and the removal of ROE adders
(including those for RTO membership and being alependent transmission company), effective Nov2023.

In June 2014, the FERC issued an order in a diffdROE proceeding adopting a new ROE methodologeltctric utilities. The new ROE
methodology requires electric utilities to use a tatep discounted cash flow analysis to estimase af equity that incorporates both short-term
and long-term growth projections.

In October 2014, the FERC upheld the determinaifdhe long-term growth rate to be used togethéhn wishort term growth rate in its new ROE
methodology. The FERC separately set the ROE camtagainst the MISO transmission owners for setélat judge and hearing procedures.
FERC directed parties to apply the new ROE mettagiglbut denied the complaints related to equipitehstructures and ROE adders. The
FERC established a Nov. 12, 2013 refund effectate.dThe settlement judge procedures were unsdatdsSRC action is pending. In January
2015, the ROE complaint was set for full hearingcedures, with an ALJ initial decision to be issbgdNovember 2015 and a FERC order issued
no earlier than 2016.

In November 2014, the MISO transmission ownerslfdaequest for FERC approval of a 50 basis poir® Rnembership ROE adder, with
collection deferred until resolution of the ROE gaaint. In January 2015, the FERC approved the R@der, subject to the outcome of the ROE
complaint. The total ROE, including the RTO memhgrsaadder, may not exceed the top of the discoucast flow range under the new ROE
methodology. In 2015, several intervenors soughtaeng of the commission order.

In February 2015, a separate group of custome éih additional complaint proposing to reduceMi®O region ROE to 8.67 percent , prior to
any 50 basis point RTO adder, with a refund effectlate of Feb. 12, 2015. Answers to the compiato be filed by March 2015.
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NSF-Minnesota recorded a current liability representimgcurrent best estimate of a refund obligatgsoeiated with the new ROE as of Dec.
2014. The new FERC ROE methodology is estimateddace transmission revenue, net of expense, betEaillion and $7 million annually
for the NSP System.

11. Commitments and Contingencie
Commitments

Fuel Contracts — NSP-Wisconsin has entered into various long-teommitments for the purchase and delivery of aiaggmt portion of its
current coal and natural gas requirements. Thasieamis expire in various years between 2015 a@8 2h addition, NSP-Wisconsin is required
to pay additional amounts depending on actual dgiissshipped under these agreements. As NSP-W4atdoes not have an automatic electric
fuel adjustment clause for Wisconsin retail custani SP-Wisconsin utilizes deferred accountingtineat for future rate recovery or refund
when fuel costs differ from the amount includedates by more than two percent on an annual tesidetermined by the PSCW after an
opportunity for a hearing and an earnings testdaseNSP-Wisconsin’s authorized ROE.

The estimated minimum purchases for NSP-Wisconsifeuthese contracts as of Dec. 31, 2014 are lasvfol

Natural gas

N Natural gas storage a_nd

(Millions of dollars) Coal supply transportation
2015 $ 6.6 9 122§ 13.2
2016 0.8 0.2 13.1
2017 0.€ 0.2 10.4
2018 0.8 — 4.7
2019 0.8 — 3.1
Thereafter 2 — 13.t
Total @ $ 132 $ 12¢ $ 58.(

@  Excludes additional amounts allocated to N8Reonsin through intercompany char

Additional expenditures for fuel and natural gagage and transportation will be required to mepeeted future electric generation and natural
gas needs.

Leases — NSP-Wisconsin leases a variety of equipment antlities used in the normal course of businesgs€heases, primarily for office
space, trucks, aircraft, cars and power-operatagpegent, are accounted for as operating leaseal &ppenses under operating lease obligations
were approximately $1.3 million , $1.4 million a#d.1 million for 2014 , 2013 and 2012 , respectivel

Future commitments under operating leases are:

(Millions of Dollars)

2015 $ 0.9
2016 0.
2017 1.C
2018 1.C
2019 1.C
Thereafter 7.9

Total $ 12.7

Variable Interest Entities — The accounting guidance for consolidation of afale interest entities requires enterprises toidenshe activities
that most significantly impact an entity’s finarigierformance, and power to direct those activjitidsen determining whether an enterprise is a
variable interest entity’s primary beneficiary.

61




Table of Contents

NSF-Wisconsin has entered into limited partnershipgierconstruction and operation of affordable dembaising developments which qualify
low-income housing tax credits. NSP-Wisconsin retemined the low-income housing limited partngrsho be variable interest entities
primarily due to contractual arrangements withiahelimited partnership that establish sharing ajang voting control and profits and losses
does not consistently align with the partners’ prtipnal equity ownership. These limited partngoshare designed to qualify for low-income
housing tax credits, and NSP-Wisconsin generatigixes a larger allocation of the tax credits tth@ngeneral partners at inception of the
arrangements. NSP-Wisconsin has determined thatithe power to direct the activities that magti§icantly impact these entities’ economic
performance, and therefore NSP-Wisconsin conselididitese limited partnerships in its consolidairegiicial statements.

Equity financing for these entities has been pregidy NSP-Wisconsin and the general partner of kadted partnership, and NSP-Wisconsin’s
risk of loss is limited to its capital contributigradjusted for any distributions and its sharerafistributed profits and losses; no significant
additional financial support has been, or is inftitare, required to be provided to the limitedtparships by NSP-Wisconsin. Mortgage-backed
debt typically comprises the majority of the finargcat inception of each limited partnership andagl over the life of the limited partnership
arrangement. Obligations of the limited partnerslape generally secured by the housing propertieaah limited partnership, and the creditor
each limited partnership have no significant reseup NSP#/isconsin or its subsidiaries. Likewise, the aseétbe limited partnerships may o
be used to settle obligations of the limited pathgs, and not those of NSP-Wisconsin or its sliéges.

Amounts reflected in NSP-Wisconsin’s consolidatathbce sheets for low-income housing limited pastnips include the following:

(Thousands of Dollars) Dec. 31, 2014 Dec. 31, 2013
Current assets $ 24€ % 22¢
Property, plant and equipment, net 2,27¢ 2,427
Other noncurrent assets 122 112

Total assets $ 2,646 $ 2,762
Current liabilities $ 1,34¢ % 232
Mortgages and other long-term debt payable 48€ 1,68
Other noncurrent liabilities 48 42

Total liabilities $ 188 $ 1,962

Joint Operating System—The electric production and transmission systetd®P-Wisconsin is managed as an integrated systémtheit of
NSF-Minnesota, jointly referred to as the NSP Syst&he electric production and transmission costfiefentire NSP System are shared by NSP-
Minnesota and NSP-Wisconsin. A FERC approved ageetiretween the two companies, called the Integd&greement, provides for the
sharing of all costs of generation and transmisfaeitities of the system, including capital cossich costs include current and potential
obligations of NSP-Minnesota related to its nuclpemerating facilities.

NSF-Minnesota’s public liability for claims resultirfgpom any nuclear incident is limited to $13.6 lmitliunder the Price-Anderson amendment to
the Atomic Energy Act. NSP-Minnesota has securetb3$8illion of coverage for its public liability emgure with a pool of insurance companies.
The remaining $13.2 billion of exposure is fundgdhe Secondary Financial Protection Program, abkilfrom assessments by the federal
government in case of a nuclear accident. NSP-Miotzeis subject to assessments of up to $127.Bbmpkr reactor per accident for each of its
three licensed reactors, to be applied for pukAigility arising from a nuclear incident at anyditsed nuclear facility in the United States. The
maximum funding requirement is $19.0 million pesg®r during any one year . These maximum assessmennts are both subject to inflation
adjustment by the NRC and state premium taxesNR@'’s last adjustment was effective September 2013.
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NSF-Minnesota purchases insurance for property damagysige decontamination cleanup costs from Nudiectric Insurance Ltd. (NEIL). Tr
coverage limits are $2.3 billion for each of NSPaktsota’s two nuclear plant sites. NEIL also presidusiness interruption insurance coverage,
including the cost of replacement power obtainednducertain prolonged accidental outages of nudeaerating units. Premiums are expensed
over the policy term. All companies insured withINBre subject to retroactive premium adjustmehlissises exceed accumulated reserve funds.
Capital has been accumulated in the reserve fundglh to the extent that NSP-Minnesota would hawveexposure for retroactive premium
assessments in case of a single incident unddxuiaess interruption and the property damage amegr coverage. However, in each calendar
year, NSP-Minnesota could be subject to maximurassssents of approximately $17.9 million for busiiegerruption insurance and $43.6
million for property damage insurance if losseseextaccumulated reserve funds.

Guarantees— NSP-Wisconsin provides a guarantee for paymentisfomer loans related to NSP-Wisconsin’s farminegprogram. NSP-
Wisconsin’'s exposure under the guarantee is bgsea the net liability under the agreement. The guigre issued by NSP-Wisconsin limits the
exposure of NSP-Wisconsin to a maximum amountdtatéhe guarantee. The guarantee contains no reeE@uovisions and requires no
collateral.

The following table presents the guarantee issnddatstanding for NSP-Wisconsin:

Guarantee Current Term or Triggering
(Millions of Dollars) Amount Exposure Expiration Date Event
Guarantee of customer loans for the Farm Rewiriogfam $ 1C $ 0.2 2018 @

@ The debtor becomes the subject of bankruptcy @ratisolvency proceedin
Environmental Contingencies

NSF-Wisconsin has been or is currently involved with tleanup of contamination from certain hazardlstances at several sites. In many
situations, NSP-Wisconsin believes it will recoseme portion of these costs through insurance sladditionally, where applicable, NSP-
Wisconsin is pursuing, or intends to pursue, regofrem other PRPs and through the regulated nategss. New and changing federal and state
environmental mandates can also create added fatdiabilities for NSP-Wisconsin, which are norryatecovered through the regulated rate
process. To the extent any costs are not recovieredgh the options listed above, NSP-Wisconsinldibe required to recognize an expense.

Site Remediatiol— Various federal and state environmental laws impiasdity, without regard to the legality of theiginal conduct, where
hazardous substances or other regulated mateaa¢stieen released to the environment. M88tonsin may sometimes pay all or a portion o
cost to remediate sites where past activities d?N@sconsin or other parties have caused envirotaheantamination. Environmental
contingencies could arise from various situatiomsluding sites of former MGPs operated by NSP-\&tisin, its predecessors, or other entities;
and third-party sites, such as landfills, for whidBP-Wisconsin is alleged to be a PRP that serstrlams materials and wastes to that site.

MGP Sites

Ashland MGP Site— NSP-Wisconsin has been named a PRP for contaoninata site in Ashland, Wis. The Ashland/North8tates Power
Lakefront Superfund Site (the Ashland site) inckigeoperty owned by NSP-Wisconsin, which was am#eiously operated by a predecessor
company as a MGP facility (the Upper Bluff), ancdbt@ther properties: an adjacent city lakeshore pegl éKreher Park), on which an unaffilia
third party previously operated a sawmill and cardd wood treating operations; and an area of [Salgerior's Chequamegon Bay adjoining the
park (the Sediments).

The EPA issued its Record of Decision (ROD) in 2046ich describes the preferred remedy the EPAshkested for the cleanup of the Ashland
site. For the Sediments at the Ashland Site, th® R@ferred remedy is a hybrid remedy involvinghtbdty excavation and wet conventional
dredging methodologies (the Hybrid Remedy). The RIHD identifies the possibility of a wet conventibdredging only remedy for the
Sediments (the Wet Dredge), contingent upon theptetion of a successful Wet Dredge pilot study.

In 2011, the EPA issued special notice letterstifléng several entities, including NSP-Wisconsiis, PRPs, for future remediation at the Ashland

site. As a result of settlement negotiations wiANWisconsin, the EPA agreed to segment the Asldii@déhto separate areas. The first area
(Phase | Project Area) includes soil and groundmiat&reher Park and the Upper Bluff. The secorehancludes the Sediments.
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In October 2012, a settlement among the EPA, thé\W[ihe Bad River and Red Cliff Bands of the Lakg&ior Tribe of Chippewa Indians a
NSF-Wisconsin was approved by the U.S. District Cdorthe Western District of Wisconsin. This settlamresolves claims against NSP-
Wisconsin for its alleged responsibility for themediation of the Phase | Project Area. Under thadeof the settlement, NSRisconsin agreed -
perform the remediation of the Phase | Project Abeddoes not admit any liability with respecttie Ashland site. Demolition activities occur

at the Ashland site in 2013. The final design far $oil, including excavation and treatment, ad agtontainment wall remedies was submitte
the EPA in April 2014 and work commenced in May 204 preliminary design for the groundwater remegs also submitted to the EPA in
April 2014 and those activities are expected tomamce in 2015. Based on these updated designspshestimate for the cleanup of the Phase |
Project Area is approximately $54 million , of whiapproximately $28 million has already been spEné settlement also resolves claims by the
federal, state and tribal trustees against NSP-0ii&a for alleged natural resource damages at fiaAd site, including both the Phase | Project
Area and the Sediments. Fieldwork to address tlasé>hProject Area at the Ashland site began agitkdeof 2012 and continues.

Negotiations are ongoing between the EPA and-Wisconsin regarding who will pay for or perfornetbleanup of the Sediments and what
remedy will be implemented at the site to addreesSediments. It is NSP-Wisconsin’s view that tlybiitl Remedy is not safe or feasible to
implement. The EPA’s ROD for the Ashland site imtiefa estimates that the cost of the Hybrid Remebtgtiween $63 million and $77 million ,
with a potential deviation in such estimated co$tsp to 50 percent higher to 30 percent loweN&vember 2013, NSP-Wisconsin submitted a
revised Wet Dredge pilot study work plan proposahie EPA. In May 2014, NSP-Wisconsin entered infimal administrative order on consent
for the Wet Dredge pilot study with the EPA. In spber 2014, the EPA granted an extension of tovgetform the pilot in the summer of 2015.

In August 2012, NSR¥isconsin also filed litigation against other PR&stheir share of the cleanup costs for the Adthlsite. Trial for this matte

is scheduled for April-May of 2015. Negotiationgween the EPA, NSP-Wisconsin and several of therdRPs regarding the PRRa&T share ¢
the cleanup costs for the Ashland site are alsoioggA settlement in principle has been reachdt tiwo PRPs, Wisconsin Central Ltd. and Soo
Line Railroad Co. (collectively, the “Railroad PRRshe EPA and NSP-Wisconsin resolving claimstietato the Railroad PRPs’ share of the
costs of cleanup at the Ashland site. Under theeagent, the Railroad PRPs have agreed to contifit& million to the costs of the cleanup at
the Ashland site. The agreement is currently stitjea 30 -day public comment period and must lered by the U.S. District Court for the
Western District of Wisconsin before it will becorfiigal. It is anticipated that the agreement wéldntered in the first quarter of 2015. As
discussed below, existing PSCW policy requires dingtpayments received from PRPs be used to rebda@mount of the cleanup costs
ultimately recovered from customers.

At Dec. 31, 2014 and 2013, NSP-Wisconsin had rexbadliability of $107.6 million and $104.6 milliqrrespectively, for the Ashland site based
upon potential remediation and design costs togetfik estimated outside legal and consultant ¢cagtehich $28.9 million and $25.2 million ,
respectively, was considered a current liabilitsINWisconsin’s potential liability, the actual co$remediation and the time frame over which
the amounts may be paid are subject to change.WiS&snsin also continues to work to identify andess state and federal funds to apply to the
ultimate remediation cost of the entire site. Unhesd issues or factors that could result in higilvdower NSP-Wisconsin remediation costs for
the Ashland site include the cleanup approach imetged for the Sediments, which party implemergscteanup, the timing of when the cleanup
is implemented, potential contributions by othelPBRind whether federal or state funding may betdideto help offset remediation costs at the
Ashland site.

NSF-Wisconsin has deferred the estimated site remediabsts, as a regulatory asset, based on antetpedhat the PSCW will continue to
allow NSP-Wisconsin to recover payments for envimental remediation from its customers. The PSCWtbasistently authorized in NSP-
Wisconsin rates recovery of all remediation castsiired at the Ashland site, and has authorizeavexg of MGP remediation costs by other
Wisconsin utilities. Under the established PSCWayolexternal MGP remediation costs are subjedeterral in the Wisconsin retail jurisdiction
and are reviewed for prudence as part of the Wsoartail rate case process. Any payments recdioad insurance carriers or PRPs are
recorded as a reduction of the regulatory assate @aferred MGP remediation costs are determingddPSCW to be prudent, utilities are
allowed to recover those deferred costs in nagaalrates, typically over a four - to six -year aimation period. The PSCW historically has not
allowed utilities to recover their carrying costsunamortized regulatory assets for MGP remediation
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In the 2013 rate case decision, the PSCW recogtiwepotential magnitude of the future liability the cleanup at the Ashland site and granted
an exception to its existing policy at the requEstiSP-Wisconsin. The elements of this exceptiatuitle: (1) approval to begin recovery of
estimated Phase 1 Project costs beginning on J2013; (2) approval to amortize these estimatetisoover a ten -year period; and (3) approval
to apply a three percent carrying cost to the untineal regulatory asset. In the 2014 rate casesidegithe PSCW continued the cost recovery
treatment with respect to the 2013 and 2014 cleansts for the Phase | Project Area. The PSCW mhéted the timing of the cleanup of the
Sediments was uncertain and declined NSP-Wiscansiguest to begin cost recovery for this portibthe cleanup in 2014 rates. However, the
PSCW allowed NSP-Wisconsin to increase its 2014ranation expense related to the cleanup by antiaddi $1.1 million to offset the need for
a rate decrease for the natural gas utility.

Other MGP Sites —NSP-Wisconsin is currently involved in investigatiand/or remediating several other MGP sites whaeardous or other
regulated materials may have been deposited. N&eansin has identified two sites where former M@#viies have or may have resulted in
site contamination and are under current investigatnd/or remediation. At some or all of these MSBEs, there are other parties that may have
responsibility for some portion of any remediatiblfsP-Wisconsin anticipates that the majority ofidymediation at these sites will continue
through at least 2015. NSP-Wisconsin had accruetirdlion and $3.9 million for both of these sitsDec. 31, 2014 and 2013, respectively.
There may be insurance recovery and/or recovery tither PRPs that will offset any costs incurreBPNWisconsin anticipates that any amounts
spent will be fully recovered from customers.

Environmental Requirement

Water and Waste

Asbestos Removi— Some of NSP-Wisconsin’s facilities contain asbedtsst asbestos will remain undisturbed until theilfties that contain it
are demolished or removed. NSP-Wisconsin has redaad estimate for final removal of the asbest@asRO. It may be necessary to remove
some asbestos to perform maintenance or make iraprents to other equipment. The cost of removingsieb as part of other work is not
expected to be material and is recorded as incaseagperating expenses for maintenance projeg#ataxpenditures for construction projects or
removal costs for demolition projects.

Federal Clean Water Act (CWA) Effluent LimitationGuidelines (ELG) —In June 2013, the EPA published a proposed ELGfoulpower
plants that use coal, natural gas, oil or nuclegtenals as fuel and discharge treated effluestitéace waters as well as utilioggyned landfills the
receive coal combustion residuals. The final raleaw expected in September 2015. Under the cuprepbsed rule, facilities would need to
comply as soon as possible after July 2017, blateo than July 2022. The impact of this rule orPN&isconsin is uncertain at this time.

Federal CWA Section 316(b) -Section 316(b) of the federal CWA requires the E&Regulate cooling water intake structures to esthat

these structures reflect the best technology adleilfar minimizing adverse environmental impactadmatic species. The EPA published the final
316(b) rule in August 2014. The rule prescribettetogy for protecting fish that get stuck on plarthke screens (known as impingement) and
describes a process for site-specific determinatipneach state for sites that must protect thél smaatic organisms that pass through the intake
screens into the plant cooling systems (known &siement). The timing of compliance with the regaients will vary from plant-to-plant since
the new rule does not have a final compliance deadMany of the compliance requirements depensiterspecific determinations by state
regulators; therefore, the exact cost is somewhetmain. NSP-Wisconsin estimates the likely costbmplying with impingement requirements
is approximately $4 million and anticipates thessts will be fully recoverable in rates.

Federal CWA Waters of the United States Rulelr-April 2014, the EPA and the U.S. Army Corps ofgiheers issued a proposed rule that
significantly expands the types of water bodiesitagd under the CWA. If finalized as proposeds thile could delay the siting of new pipelines,
transmission lines and distribution lines, increpsgect costs and expand permitting and reporggirements. The ultimate impact of the
proposed rule will depend on the specific requinetmef the final rule and cannot be determinedhiatttime. A final rule is not anticipated before
the second quarter of 2015.
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Coal Ash Regulation —NSP-Wisconsirs operations are subject to federal and state tltsmpose requirements for handling, storagefitien
and disposal of solid waste. In 2010, the EPA shigld a proposed rule on the regulation of coal cmtidn byproducts (coal ash) as hazardous or
nonhazardous waste. The EPA issued a pre-publicedision of the final rule in December 2014, whicite promulgated will impose new rules
to regulate coal ash as a nonhazardous solid WwdSte-Wisconsin has ceased coal combustion at Bayt Emit 5 and will not have any units
subject to coal ash regulation. Due to the IntengkaAgreement, NSP-Wisconsin may incur costs refat¢his rule but does not expect these to
have a material impact on the results of operatifimasncial position or cash flows.

Air

GHG Emission Standard for Existing Sources- In June 2014, the EPA published its proposedanl&HG emission standards for existing
power plants. Comments were due to the EPA on D014 and a final rule is anticipated in mid-suen2015. Following adoption of the final
rule, states must develop implementation plansulog 2016, with the possibility of an extensionuoe) 2017 (June 2018 if submitting a joint plan
with other states). Among other things, the prodosdée would require that state plans include exdable measures to ensure emissions from
existing power plants in the state achieve the ERfdte-specific interim (2020-2029) and final (@& d thereafter) emission performance
targets. The plan will likely require additional ission reductions in states in which NSP-Wiscomgiarates. It is not possible to evaluate the
impact of existing source standards until the ERgrqulgates a final rule and states have adopteddhplicable state plans.

GHG NSPS Proposal— In January 2014, the EPA re-proposed a GHG N8PB8dwly constructed power plants which would sefgrmance
standards (maximum carbon dioxide emission ra@)dal- and natural gas-fired power plants. Fal power plants, the NSPS requires an
emissions level equivalent to partial carbon capand storage (CCS) technology; for gas-fired pquaents, the NSPS reflects emissions levels
from combined cycle technology with no CCS. The ERAtinues to propose that the NSPS not apply tified or reconstructed existing power
plants. In addition, installation of control equipnt on existing plants would not constitute a “nfigdition” to those plants under the NSPS
program. A final rule is anticipated in mid-sumn2€x15. It is not possible to evaluate the impadhefre-proposed NSPS until its final
requirements are known.

GHG NSPS for Modified and Reconstructed Power Plasat In June 2014, the EPA published a proposed NB&Satould apply to GHG
emissions from power plants that are modified constructed. A final rule is anticipated in mid-suer 2015. A modification is a change to an
existing source that increases the maximum achievaturly rate of emissions. A reconstruction ived the replacement of components at a unit
to the extent that the capital cost of the new ammepts exceeds 50 percent of the capital cost ehtirely new comparable unit. The proposed
standards would not require installation of CC3itedogy. Instead, the proposed standard for coadHipower plants would require a combination
of best operating practices and equipment upgrddesproposal for gas-fired power plants would negjamissions standards based on efficient
combined cycle technology. It is not possible taleate the impact of these proposed standardstbatfinal requirements are known. In addition,
it is not clear whether these requirements, onopted, would apply to future changes at NSP-Wisctmpower plants.

CSAPR —CSAPR addresses long range transport of PM andedzprnequiring reductions in S@nd NOx from utilities in the eastern half of
United States, including Wisconsin, using an enaissitrading program.

In August 2012, the D.C. Circuit vacated the CSARR remanded it back to the EPA. The D.C. Cirdaiesl the EPA must continue
administering CSAPR’s predecessor rule pending tialopf a valid replacement. In April 2014, the USkipreme Court reversed and remanded
the case to the D.C. Circuit. The Supreme Cour tiedt the EPA’s rule design did not violate theAC#nd that states had received adequate
opportunity to develop their own plans. Becausellh@. Circuit overturned the CSAPR on two oaeching issues, there are many other issue
D.C. Circuit did not rule on that will now needhe considered on remand. In October 2014, the Cir€uit granted the EPA’'request to begin
implement CSAPR by imposing its 2012 compliancegaiions starting in January 2015. In addition, Eh€. Circuit set a briefing schedule and
plans to hear arguments on the remaining issutteinase in February 2015. While the litigationtoares, the EPA will begin to administer the
CSAPR in 2015.

NSF-Wisconsin can operate within its CSAPR emissidovadnce allocation for S@due to cessation of coal combustion at Bay Frorit &In

NSF-Wisconsin anticipates compliance with the CSAPRNGX in 2015 through operational changes or allaegourchases. CSAPR complia
in 2015 is not expected to have a material impadhe results of operations, financial positiorcash flows.
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Electric Generating Unit (EGU) Mercury and Air Toxis Standards (MATS) Rul— The final EGU MATS rule became effective in AprdZ2.
The EGU MATS rule sets emission limits for acidemamercury and other hazardous air pollutantseaquires coal-fired utility facilities greater
than 25 MW to demonstrate compliance within theetotir years of the effective date. NSP-Wisconsihnet have any units subject to EGU
MATS because it has ceased coal combustion in BaytfJnit 5. In 2014, the U.S. Supreme Court dettibereview the D.C. Circuit’s decision
that upheld the MATS standard. It is not yet knomimat impact the Supreme Court’s decision may hawvéhe MATS standard or its
implementation schedule.

Industrial Boiler (IB) MACT Rules— In 2011, the EPA finalized IB MACT rules to regudioilers and process heaters fueled with coatas:
and liquid fuels, which would apply to NSP-WiscarisiBay Front Units 1 and 2. The controls to meetrequirements were substantially
complete as of Dec. 31, 2014, with final work tadegkto be finished in May 2015. The final capitastis estimated to be approximately $21
million .

Revisions to the National Ambient Air Quality Staadids (NAAQS) for PM— In December 2012, the EPA lowered the primanyjthdzased
NAAQS for annual average fine PM and retained treent daily standard for fine PM. In areas whe&F-Wisconsin operates power plants,
current monitored air concentrations are belowlelel of the final annual primary standard. In Dmber 2014, the EPA issued its final
designations, which did not include areas in aatestin which NSP-Wisconsin operates.

Revisions to the NAAQS for Ozor— In December 2014, the EPA proposed to reviséd\th&QS for ozone by lowering the eightour standar
from 0.075 parts per million (ppm) to a level withthe range of 0.065 - 0.0p@m. The EPA is also taking comment on a levetterstandard
low as 0.060 ppm. Current monitored air quality aamtrations in areas of Wisconsin where N8RBeonsin operates are below the range ¢
proposed standard. The EPA is expected to adoptvaozone standard in a final rule to be issueddtoker 2015. Depending on the level of
standard, impacted states would study the sourcédseononattainment and make emission reductionspta attain the standards. These ¢
would be due to the EPA in 2020 or 2021. Such ptamdd include installation of further NOx contraie power plants. It is not possible
evaluate the impact of this proposal until the Ifisimndard is adopted, the designation of nonatteint areas is made in late 2017 based ¢
quality data years 2014-2016, and any requiree gilains are developed.

Asset Retirement Obligations

Recorded ARO— AROs have been recorded for property related tdath@wing: electric production (steam, other andlfo), electric

distribution and transmission, natural gas distidyny and general property. The electric productibligations include asbestos, ash-containment
facilities, storage tanks and control panels. T8ieeatos recognition associated with the electodyetion includes certain plants. This asbestos
abatement removal obligation originated in 197 Jwlite CAA, which applied to the demolition of buiids or removal of equipment containing
asbestos that can become airborne on removal. AROave been recorded for NSP-Wisconsin steaduption related to ash-containment
facilities such as bottom ash ponds, evaporatiorp@and solid waste landfills. The origination data the ARO recognition for ash-containment
facilities at steam plants were the in-service slafehe various facilities.

NSF-Wisconsin has recognized an ARO for the retirengests of natural gas mains and lines and forgh®wal of electric transmission and
distribution equipment, which consists of many drpatential obligations associated with PCBs, maheil, storage tanks, treated poles, lithium
batteries, mercury and street lighting lamps. Tleeteéc and common general AROs include small @tlans related to storage tanks and office
buildings. These assets have numerous in-servies flar which it is difficult to assign the obliga to a particular year. Therefore, the obligation
was measured using an average service life.

In December 2014, the EPA issued a pre-publicat@sion of a final rule imposing requirements foti\dties involving coal ash waste. The

ruling, once effective, will not result in the ctiem of a new legal obligation or impact NSP-Wissors estimated cash flows for the closure of
coal ash landfills and impoundments.
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A reconciliation of NSP-Wisconsin’s AROs for theaye ended Dec. 31, 2014 and 2013 is as follows:

Beginning

Balance Liabilities Cash Flow Ending Balance
(Thousands of Dollars) Jan. 1, 2014 Recognized Accretion Revisions Dec. 31, 2014
Electric plant
Steam production asbestos $ 2,008 $ — % 44 % — % 2,04¢
Steam and other production ash containment 361 — 13 — 374
Electric distribution 36 — 1 — 37
Other 28¢ 11z 1C — 412
Natural gas plant
Gas distribution 75 40z 5 5,64t 6,125
Common and other property
Common miscellaneous 87 — 3 1 91

Total liability ® $ 2,85 % 51t $ 76 $ 5,64¢€ $ 9,09(

Beginning

Balance Liabilities Cash Flow Ending Balance
(Thousands of Dollars) Jan. 1, 2013 Recognized Accretion Revisions Dec. 31, 201%®
Electric plant
Steam production asbestos $ 1,96: $ — 8 43 % — 3 2,00t
Steam and other production ash containment 12t — 12 224 361
Electric distribution 13 — 1 22 36
Other 82¢ — 2C (557) 28¢
Natural gas plant
Gas distribution 75 — 5 5) 75
Common and other property
Common miscellaneous 35 — 3 49 87

Total liability © $ 3,03¢ $ = 84 ¢ (267) $ 2,85:

@ There were no ARO liabilities settled during thessended Dec. 31, 2014 or 2013
®) Included in the other lonterm liabilities balance in the consolidated bataskeet:

Removal Cost— NSP-Wisconsin records a regulatory liability foe ghlant removal costs of generation, transmissimhdistribution facilities
that are recovered currently in rates. Generdily d@ccrual of future non-ARO removal obligationads$ required. However, long-standing
ratemaking practices approved by applicable stadefederal regulatory commissions have allowed igiors for such costs in historical
depreciation rates. These removal costs have adatedwover a number of years based on varying estesithorized by the appropriate regule
entities. Given the long time periods over which #imounts were accrued and the changing of rategtiove, NSP-Wisconsin has estimated the
amount of removal costs accumulated through histtgpreciation expense based on current factotsinghe existing depreciation rates.
Accordingly, the recorded amounts of estimatedriutemoval costs are considered regulatory ligslitRemoval costs as of Dec. 31, 2014 and
2013 were $123 million and $116 million , respeely

Legal Contingencies

NSF-Wisconsin is involved in various litigation matehat are being defended and handled in the agdomairse of business. The assessment of
whether a loss is probable or is a reasonable lptigsiand whether the loss or a range of losssismable, often involves a series of complex
judgments about future events. Management maingasials for such losses that are probable ofjiasurred and subject to reasone
estimation. Management is sometimes unable to attian amount or range of a reasonably possildadasertain situations, including but not
limited to when (1) the damages sought are indetert®, (2) the proceedings are in the early stagg8) the matters involve novel or unsettled
legal theories. In such cases, there is consideraigertainty regarding the timing or ultimate teSon of such matters, including a possible
eventual loss. For current proceedings not spedljficeported herein, management does not anteifhett the ultimate liabilities, if any, arising
from such current proceedings would have a matefiatt on NSP-Wisconsin's financial statementslegs otherwise required by GAAP, legal
fees are expensed as incurred.
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Other Contingencies

See Note 10 for further discussion.

12. Regulatory Assets and Liabilitie:

NSF-Wisconsin’s consolidated financial statementspaepared in accordance with the applicable accogrmuidance, as discussed in Note

1. Under this guidance, regulatory assets anditiab are created for amounts that regulators @ik to be collected, or may require to be paid
back to customers in future electric and naturalrgsées. Any portion of the business that is at# regulated cannot establish regulatory assets
and liabilities. If changes in the utility indugtor the business of NSP-Wisconsin no longer aflavthe application of regulatory accounting

guidance under GAAP, NSP-Wisconsin would be reguioerecognize the write-off of regulatory assetd hBabilities in net income or OCI.

The components of regulatory assets shown on th&otidated balance sheets of NSP-Wisconsin at Ble014 and 2013 are:

Remaining

(Thousands of Dollars) See Note(s) Amortization Period Dec. 31, 2014 Dec. 31, 2013
Regulatory Assets Current Noncurrent Current Noncurrent
Environmental remediation costs 1,11 Various $ 437¢ $ 147,790 $ 437¢ $ 117,68
Pension and retiree medical obligatiéhs 7 Various 6,83 91,60: 8,20z 85,22(
Recoverable deferred taxes on AFUDC recor

in plant 1 Plantlives — 16,71: — 12,67¢
Losses on reacquired debt 4 Term of related debt 801 4,93¢ 801 5,737
State commission adjustments 1 Plant lives 48¢ 11,65( 41C 9,35t
Conservation programs 1 Less than one year — — 404 —
Deferred income tax adjustment 1, 6 Typically plant lives — 1,51« — 1,76:
Recoverable purchased natural gas and electric

energy costs Less than one year 6,94¢ — 67% —
Monticello EPU Pending rate cases — 5,237 — —
Other Various 58¢ 1,251 — 75&

Total regulatory assets $ 20,03t $ 280,69 $ 14,86¢ $ 233,19

@ Includes the nomualified pension pla

The components of regulatory liabilities shown lba tonsolidated balance sheets of NSP-Wiscon®eat31, 2014 and 2013 are:

Remaining

(Thousands of Dollars) See Note(s) Amortization Period Dec. 31, 2014 Dec. 31, 2013
Regulatory Liabilities Current Noncurrent Current Noncurrent
Plant removal costs 11 Plant lives $ — $ 123,10¢ $ — $ 116,29
DOE settlement 11 Less than one year 4,931 — 6,81« —
Investment tax credit deferrals 1,6 Various — 9,391 — 9,97¢
Conservation programs 1 Less than one year 1,01( — 1,18; —
Deferred electric production and natural gas

costs 1 Less than one year — — 1,54: —
Excess depreciation reserve Various 10,99¢ — — —
Other Various — 172 174 15E

Total regulatory liabilities $ 1694C $ 13267- $ 9711 $ 12642

At Dec. 31, 2014 and 2013 , approximately $12.lioniland $0.1 million of NSP-Wisconsin's regulat@ysets represented past expenditures not
currently earning a return, respectively. This am@rimarily includes Monticello EPU costs andaeerable purchased natural gas and electric
energy costs.

13. Other Comprehensive Incom:

Changes in accumulated other comprehensive lossf e, for the years ended Dec. 31, 2014 an@2@dre as follows:

Gains and Losses on Cash Flow Hedges

Year Ended Year Ended
(Thousands of Dollars) Dec. 31, 2014 Dec. 31, 2013

Accumulated other comprehensive loss at Jan. 1 $ (361 $ (437)




Losses reclassified from net accumulated other cehgmsive loss 7€ 7€
Net current period OCI 7€ 76

Accumulated other comprehensive loss at Dec. 31 $ (289 % (367)

Reclassifications from accumulated other comprekiensss for the years ended Dec. 31, 2014 and 2@&18 as follows:

Amounts Reclassified from Accumulated
Other Comprehensive Loss

Year Ended Year Ended
(Thousands of Dollars) Dec. 31, 2014 Dec. 31, 2013
Losses on cash flow hedges:
Interest rate derivatives $ 127 @ % 127 @
Total, pre-tax 127 127
Tax benefit (52) (52)
Total amounts reclassified, net of tax $ 76 $ 76

@ Included in interest charg

14 . Segments and Related Informatio

Operating results from the regulated electrictytéind regulated natural gas utility are each saplrand regularly reviewed by NSP-Wisconsin’
chief operating decision maker. NSP-Wisconsinaals performance based on profit or loss genefiatedthe product or service

provided. These segments are managed separatelydmethe revenue streams are dependent upontegbrdte recovery, which is separately
determined for each segment.

NSF-Wisconsin has the following reportable segmemgutated electric utility, regulated natural gabtytand all other.

« NSF-Wisconsins regulated electric utility segment generatestiédéty which is transmitted and distributed in Wissin and Michiga

* NSF-Wisconsin’s regulated natural gas utility segnmnthases, transports, stores and distributesataas in portions of Wisconsin and
Michigan.

* Revenues from operating segments not includesebre below the necessary quantitative threstasidsare therefore included in the all
other category. Those primarily include investrsentrental housing projects that qualify for lomedome housing tax credits.

Asset and capital expenditure information is nowjed for NSP-Wisconsin’s reportable segments bseas an integrated electric and natural
gas utility, NSP-Wisconsin operates significanetsshat are not dedicated to a specific busirsgsent, and reporting assets and capital
expenditures by business segment would requir¢ranpiand potentially misleading allocations whinhy not necessarily reflect the assets that
would be required for the operation of the busirseggnents on a stand-alone basis.

To report income from operations for regulated tele@and regulated natural gas utility segments,rtfajority of costs are directly assigned to ¢
segment. However, some costs, such as common @amreccommon O&M expenses and interest expersaliycated based on cost causation

allocators. A general allocator is used for cerg@neral and administrative expenses, includinge®upplies, rent, property insurance and
general advertising.

The accounting policies of the segments are the smthose described in Note 1.
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Regulated Regulated Reconciling Consolidated
(Thousands of Dollars) Electric Natural Gas All Other Eliminations Total
2014
Operating revenued $ 829,74¢ $ 169,62¢ $ 1,08 $ — $ 1,000,46:
Intersegment revenues 497 4,88 — (5,382 —
Total revenues $ 830,24 $ 17451 $ 1,08 $ (5,389 $ 1,000,46:
Depreciation and amortization $ 65,97¢ $ 13,50: $ 178 % — % 79,65¢
Interest charges and financing costs 23,44¢ 2,35¢ 107 — 25,91
Income tax expense (benefit) 39,62 5,99: (3,21)) — 42,40
Net Income 59,06( 8,71« 2,86¢ — 70,64
Regulated Regulated Reconciling Consolidated
(Thousands of Dollars) Electric Natural Gas All Other Eliminations Total
2013
Operating revenued $ 789,16¢ $ 132,86 $ 1,00: $ —  $ 923,03t
Intersegment revenues 35C 1,967 — (2,319) —
Total revenues $ 789,51¢ $ 134,83 $ 1,00: $ (2,317 $ 923,03
Depreciation and amortization $ 64,237 $ 12,48 $ 178 $ — 3 76,89
Interest charges and financing costs 22,96¢ 2,74¢ 101 — 25,81¢
Income tax expense (benefit) 33,69: 4,62% (1,905 — 36,40¢
Net Income 51,33¢ 6,501 1,63 — 59,46¢
Regulated Regulated Reconciling Consolidated
(Thousands of Dollars) Electric Natural Gas All Other Eliminations Total
2012
Operating revenues $ 757,56¢ $ 103,100 $ 1,177 $ — % 861,84.
Intersegment revenues 35E 727 — (1,087 —
Total revenues $ 757,92(  $ 103,82° $ 1,177 $ (1,08) $ 861,84.
Depreciation and amortization $ 59,76¢ $ 9,251 $ 21t % — 3 69,23
Interest charges and financing costs 20,30: 2,55¢ 8C — 22,93°
Income tax expense 27,16¢ 2,11% 281 — 29,55¢
Net Income 45,377 3,09/ 1,48( — 49,95!

@  Operating revenues include $145 million , $137ionilland $125 million of intercompany revenue fae fkears ended Dec. 31, 2014 , 2013 and 264gectively. See Note 15
further discussion of related party transactionsjgrating segment.

15. Related Party Transaction:

Xcel Energy Services Inc. provides management, maidirative and other services for the subsidiasfescel Energy Inc., including NSP-
Wisconsin. The services are provided and billegach subsidiary in accordance with service agretnexecuted by each subsidiary. NSP-
Wisconsin uses services provided by Xcel Energyi€es Inc. whenever possible. Costs are chargedttirto the subsidiary and are allocated if
they cannot be directly assigned.

The electric production and transmission costhiefentire NSP System are shared by NSP-Minnesdtdl&R-Wisconsin. The Interchange
Agreement provides for the sharing of all costgerferation and transmission facilities of the syst@cluding capital costs.
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The table below contains significant affiliate santions among the companies and related partikgling billings under the Interchange
Agreement for the years ended Dec. 31.:

(Thousands of Dollars) 2014 2013 2012
Operating revenues:
Electric $ 145,10. $ 13691 $ 125,34
Operating expenses:
Purchased powé? 430,66t 416,17. 405,01
Transmission expense 43,87¢ 42,46( 44,94
Natural gas purchased for resale a0 97 11€
Other operating expenses — paid to Xcel Energyi&ss\unc. 84,22 61,53: 54,137
Interest expense 30 22 22

@ pursuant to orders issued by the PSCW in Decenliet @nd February 2014, the 2014 amounts do netcte$b.2 million of purchased power expenses dedess a regulatory
asset and $11.0 million of transmission costs defeas a regulatory liability billed to NSP-Wisconthrough the Interchange Agreement from NSP-Msate.

Accounts receivable and payable with affiliatePat. 31 were:

2014 2013

Accounts Accounts Accounts Accounts

(Thousands of Dollars) Receivable Payable Receivable Payable
NSP-Minnesota $ — 3 17,33: $ — % 18,58:
PSCo — 22 — 8
SPS 31 — 26 —
Other subsidiaries of Xcel Energy Inc. — 9,16¢ 1,56¢ 6,394
$ 31 % 26,52¢ $ 1,59t $ 24,98t

16. Summarized Quarterly Financial Data (Unaudited

Quarter Ended

(Thousands of Dollars) March 31, 2014 June 30, 2014 Sept. 30, 2014 Dec. 31, 2014
Operating revenues $ 285,14. $ 228,11: $ 231,04t $ 256,16(
Operating income 42,57 23,73( 37,54( 27,78
Net income 24,23t 12,02: 20,03( 14,35t

Quarter Ended

(Thousands of Dollars) March 31, 2013 June 30, 2013 Sept. 30, 2013 Dec. 31, 2013
Operating revenues $ 241,418 $ 210,170 $ 231,060 $ 240,38t
Operating income 37,40: 22,46¢ 40,76¢ 16,54¢
Net income 19,68t 10,54« 22,01 7,22¢

Item 9 — Changes in and Disagreements with Accountants on Agunting and Financial Disclosure

None.
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Item 9A — Controls and Procedures
Disclosure Controls and Procedures

NSF-Wisconsin maintains a set of disclosure controts @ocedures designed to ensure that informatiguired to be disclosed in the reports

it files or submits under the Securities Exchangedf 1934 is recorded, processed, summarizedrepatted within the time periods specified in
SEC rules and forms. In addition, the disclosungtiols and procedures ensure that informationireduo be disclosed is accumulated and
communicated to management, including the chiefetikee officer (CEO) and chief financial officer FO), allowing timely decisions regarding
required disclosure. As of Dec. 31, 2014 , basedroevaluation carried out under the supervisi@hwith the participation of NSP-Wisconsin’'s
management, including the CEO and CFO, of the &ffemess of its disclosure controls and the procegiithe CEO and CFO have concluded
NSF-Wisconsin’s disclosure controls and procedureevefiective.

Internal Control Over Financial Reporting

No change in NS-Wisconsin’s internal control over financial repog has occurred during the most recent fiscal tguainat has materially
affected, or is reasonably likely to materiallyeaff, NSP-Wisconsin’s internal control over finahceporting. NSP-Wisconsin maintains internal
control over financial reporting to provide reaslesassurance regarding the reliability of thefitial reporting. NSP-Wisconsin has evaluated
and documented its controls in process activigeseral computer activities, and on an entity-visdel. During the year and in preparation for
issuing its report for the year ended Dec. 31, 2@iiéhternal controls under section 404 of the 8aels-Oxley Act of 2002, NSP-Wisconsin
conducted testing and monitoring of its internaitcol over financial reporting. Based on the cohévaluation, testing and remediation
performed, NSP-Wisconsin did not identify any miatezontrol weaknesses, as defined under the stds@ad rules issued by the Public
Company Accounting Oversight Board and as apprayethe SEC and as indicated in Management Repdritemal Controls herein.

This annual report does not include an attestaiport of NSP-Wisconsin’s independent registerdalip@accounting firm regarding internal
control over financial reporting. Management'sagpvas not subject to attestation by NSP-Wiscdasitdependent registered public accounting
firm pursuant to the rules of the SEC that pern8PNWisconsin to provide only management’s repottis annual report.

Item 9B — Other Information

None.

PART llI

ltems 10, 11, 12 and 13 of Part Il of Form 10-Kiédneen omitted from this report for NSP-Wisconsiaccordance with conditions set forth in
general instructions | (1) (a) and (b) of Form 1@eK wholly-owned subsidiaries.

Item 10 — Directors, Executive Officers and Corporée Governance

Item 11 — Executive Compensation

Item 12 — Security Ownership of Certain Beneficial Owners andVMlanagement and Related Stockholder Matters
Item 13 — Certain Relationships and Related Transactions, an®irector Independence

Item 14 — Principal Accountant Fees and Services

Information required under this Item is containectel Energy Inc.’s Proxy Statement for its 201dn&al Meeting of Shareholders, which is
incorporated by reference.

PART IV

Iltem 15— Exhibits, Financial Statement Schedules

1. Consolidated Financial Statements
Management Report on Internal Controls Over fiéie Reporting— For the year ended Dec. 31, 2014
Report of Independent Registered Public Accourfiiingn — Financial Statements
Consolidated Statements of Income For the three years ended Dec. 31, 2014, 2012@t2.
Consolidated Statements of Comprehensive IncemEor the three years ended Dec. 31, 2014, 2012612l
Consolidated Statements of Cash FlewsFor the three years ended Dec. 31, 2014, 2012612
Consolidated Balance Sheets As of Dec. 31, 2014 and 2013.
Consolidated Statements of Common Stockholdegisty— For the three years ended Dec. 31, 2014, 2012612l
Consolidated Statements of Capitalization — As e€81, 2014 and 2013.
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Schedule I Valuation and Qualifying Accounts and Reservegtieryears ended Dec. 31, 2014, 2013 and 2012.

Exhibits

Indicates incorporation by reference
Executive Compensation Arrangements and BeRé&fits Covering Executive Officers and Directors

Amended and restated articles of incorporatif NSP-Wisconsin (Exhibit 3.01 to Form S-4 (fie. 333-112033) Jan. 21, 2004).

By-Laws of Northern States Power Co. (a Wisconsiparation) as Amended and Restated on Sept. 28, ZBxhibit 3.02 to Form
10-Q/A for the quarter ended Sept. 30, 2013 (fde(001-03140)).

Supplemental and Restated Trust Indenturedddarch 1, 1991, between NSP-Wisconsin and Wfistonsin Trust company,
providing for the issuance of First Mortgage Bofigshibit 4.01 to Registration Statement 33-39831).

Supplemental Trust Indenture dated April 1, 1994h{Bit 4.01 to Form 10-Q (file no. 001-03140) faetquarter ended March 31,
1991).

Supplemental Trust Indenture dated Dec996]1 between NSP-Wisconsin and Firstar Trust Compan Trustee (Exhibit 4.01 to
Form 8-K (file no. 001-03140) dated Dec. 12, 1996).

Trust Indenture dated Sept. 1, 2000, between NSEMisin and Firstar Bank, NA as Trustee (Exhiliii4o Form 8-K (file no. 001-
03140) dated Sept. 25, 2000).

Supplemental Trust Indenture dated Se®@003 between NSP-Wisconsin and US Bank Nationabéiaton, supplementing
indentures dated April 1, 1947 and March 1, 1994t 4.05 to Xcel Energy Form 10-Q (file no. 003034) for the quarter ended
Sept. 30, 2003).

Supplemental Trust Indenture dated as of Sep0DQ8 between NSP-Wisconsin and U.S. Bank Nationabgigtion, as successor
Trustee, creating $200 million principal amoun6@875 percent First Mortgage Bonds, Series due $e@038 (Exhibit 4.01 of Form
8-K of NSP-Wisconsin dated Sept. 3, 2008 (file 0f@l-03140)).

Supplemental Trust Indenture dated as of D012 between NSP-Wisconsin and U.S. Bank NatiAssociation, as successor
Trustee, creating $100 million principal amounB80f00 percent First Mortgage Bonds, Series due D@042 (Exhibit 4.01 of Form
8-K of NSP-Wisconsin dated Oct. 10, 2012 (file 801-03140)).

Supplemental Trust Indenture dated as of June14 Between NSP-Wisconsin and U.S. Bank Nationabéiation, as successor
Trustee, creating $100 million principal amounB8d0 percent First Mortgage Bonds, Series due 18n2024. (Exhibit 4.01 of
Form 8-K of NSP-Wisconsin dated June 23, 2014 (fde001-03140)).

Xcel Energy Inc. Nonqualified Pension P{a809 Restatement) (Exhibit 10.02 to Form 10-KKoél Energy (file no. 001-03034) for
the year ended Dec. 31, 2008).

Xcel Energy Senior Executive Severance and Chamgsentrol Policy (2009 Amendment and Restatemétihipit 10.05 to Form
10-K of Xcel Energy (file no. 001-03034) for theayeended Dec. 31, 2008).

Xcel Energy Inc. Non-Employee Directorsf&eed Compensation Plan as amended and restatémhoi, 2009 (Exhibit 10.08 to
Form 10-K of Xcel Energy (file no. 001-03034) ftketyear ended Dec. 31, 2008).

Form of Services Agreement between Xcel Energyi€esvnc. and utility companies (Exhibit H-1 to FotJ5B (file no. 001-03034)
dated Nov. 16, 2000).

Xcel Energy Inc. Supplemental ExecutivédifRenent Plan as amended and restated Jan. 1,(EQBtbit 10.17 to Form 10-K of Xcel
Energy (file no. 001-03034) for the year ended.[34¢ 2008).

Restated Interchange Agreement dated Jan. 16,#80&en NSP-Wisconsin and NSP- Minnesota (Exhid1 to NSP-Wisconsin
Form S-4 (file no. 333-112033) dated Jan. 21, 2004)

Amendment dated Aug. 26, 2009 to the Xaedrgy Senior Executive Severance and Change-itr@dtolicy (Exhibit 10.06 to
Form 10-Q of Xcel Energy (file no. 001-03034) fbetquarter ended Sept. 30, 2009).

Xcel Energy Executive Annual Incentive Award Plamh of Restricted Stock Agreement (Exhibit 10.0&tvm 10-Q of Xcel
Energy (file no. 001-03034) for the quarter endedtS30, 2009).

Xcel Energy Inc. Executive Annual Inceetikward Plan (as amended and restated effectivel#el2010) (incorporated by reference
to Appendix A to Schedule 14A, Definitive Proxy ®t@ent to Xcel Energy (file no. 001-03034) datqwilk6, 2010).

Xcel Energy Inc. 2010 Executive Annual Discretighakvard Plan (Exhibit 10.24 to Form 10-K of Xcel &my (file no. 001-03034)
for the year ended Dec. 31, 2009).
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Xcel Energy Inc. 2005 Long-Term Incent®ian (as amended and restated effective Feb. 10) Zibicorporated by reference to
Appendix B to Schedule 14A, Definitive Proxy Statarhto Xcel Energy (file no. 001-03034) dated ApriR010).

Xcel Energy Inc. 2010 Executive Annual DiscretignAward Plan (as amended and restated effective e 2010) (Exhibit 10.23
to Form 10-K of Xcel Energy (file no. 001-03034) fbe year ended Dec. 31, 2010).

Xcel Energy Inc. 2005 Long-Term Incent®Rian Form of Bonus Stock Agreement (Exhibit 10@%d6rm 10-K of Xcel Energy (file
no. 001-03034) for the year ended Dec. 31, 2010).

Xcel Energy Inc. 2005 Long-Term Incentive Plan Faiferformance Share Agreement (Exhibit 10.25a0m10-K of Xcel Energy
(file no. 001-03034) for the year ended Dec. 31,30

Xcel Energy Inc. 2005 Long-Term Incent®ian Form of Restricted Stock Unit Agreement (Bkhi0.26 to Form 10-K of Xcel
Energy (file no. 001-03034) for the year ended [34¢.2010).

Xcel Energy Inc. 2005 Long-Term Incentive Plan FariTime-Based Restricted Stock Unit Agreement (Bix/10.14b to Form 10-
K of Xcel Energy (file no. 001-03034) for the yearded Dec. 31, 2012).

Stock Equivalent Plan for Non-Employeedgiors of Xcel Energy Inc. as amended and resédfedtive Feb. 23, 2011 (Appendix A
to the Xcel Energy Definitive Proxy Statement (file. 001-03034) filed Apr. 5, 2011).

Xcel Energy Inc. Nonqualified Deferred Compensatiian (2009 Restatement) (Exhibit 10.17 to FornK1df-Xcel Energy (file no.
001-03034) for the year ended Dec. 31, 2008).

First Amendment effective Nov. 29, 2011he Xcel Energy Inc. Nonqualified Deferred Compim Plan (2009 Restatement)
(Exhibit 10.07 to Form 10-K of Xcel Energy (file n@01-03034) for the year ended Dec. 31, 2011).

Second Amendment dated Oct. 26, 2011 to the Xcetdynnc. Senior Executive Severance and Chan@esimtrol Policy (Exhibit
10.18 to Form 10-K of Xcel Energy (file no. 001-@30 for the year ended Dec. 31, 2011).

First Amendment dated Feb. 20, 2013 todbel Energy Inc. Executive Annual Incentive Awdtan (as amended and restated
effective Feb. 17, 2010) (Exhibit 10.01 to FormQ®f Xcel Energy (file no. 001-03034) for the qearended March 31, 2013).
Fourth Amendment dated Feb. 20, 2013 to the XceldnSenior Executive Severance and Change-in-Gldhadicy (Exhibit 10.02
to Form 10-Q of Xcel Energy (file no. 001-03034) fbe quarter ended March 31, 2013).

First Amendment dated May 21, 2013 toXkel Energy Inc. 2005 Long-Term Incentive Plandagended and restated effective Feb.
17, 2010) (Exhibit 10.21 to Form 10-Q of Xcel Enge(fle no. 001-03034) for the year ended Dec.Z11,3).

Second Amendment dated May 21, 2013 to the Xcetdyriac. Nonqualified Deferred Compensation Pla®0@ Restatement)
(Exhibit 10.22 to Form 10-Q of Xcel Energy (file.@1-03034) for the year ended Dec. 31, 2013).

Xcel Energy Inc. 2005 Long-Term IncentRi@an Form of Long-Term Incentive Award Agreementh{ibit 10.23 to Form 10-K of
Xcel Energy (file no. 001-03034) for the year en@axt. 31, 2013).

Amended and Restated Credit Agreement, dated @stofl4, 2014 among NSP-Wisconsin, as Borrowerséveral lenders from
time to time parties thereto, JPMorgan Chase BEnk,, as Administrative Agent, Bank of America, N,And Barclays Bank Plc, as
Syndication Agents, and Wells Fargo Bank, Natigkedociation, as Documentation Agent (Exhibit 9a®%orm 8-K of Xcel
Energy, dated Oct. 14, 2014 (file no. 001-03034)).

Statement of Computation of Ratio of Earningsit@é& Charges.
Consent of Independent Registered Public Accouriing.

Principal Executive Officer’s certification pursuao 18 U.S.C. Section 1350, as adopted pursogsecttion 302 of the Sarbanes-
Oxley Act of 2002.

Principal Financial Officer’s certification pursuan 18 U.S.C. Section 1350, as adopted pursugdettion 302 of the Sarbanes-
Oxley Act of 2002.

Certification pursuant to 18 U.S.C. Section 13)adopted pursuant to Section 906 of the Sarb@rlkes- Act of 2002.

Statement pursuant to Private Securities LitigaReffiorm Act of 1995.

The following materials from NSP-Wisconsin’srAial Report on Form 10-K for the year ended D&¢2814 are formatted in XBRL
(eXtensible Business Reporting Language): (i) tbagolidated Statements of Income, (ii) the Constéid Statements of
Comprehensive Income, (iii) the Consolidated Stateisiof Cash Flows, (iv) the Consolidated Balartwee, (v) the Consolidated
Statements of Stockholder’s Equity, (vi) the Cortaded Statements of Capitalization, (vii) Note€tnsolidated Financial
Statements, (viii) document and entity informatiang (ix) Schedule 1.
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SCHEDULE Il

Allowance for bad debts:
2014
2013
2012

@  Recovery of amounts previously written
®)  Principally bad debts written o

NSP-WISCONSIN AND SUBSIDIARIES
VALUATION AND QUALIFYING ACCOUNTS
YEARS ENDED DEC. 31, 2014, 2013 AND 2012

(amounts in thousands)

Additions

Balance at Charged to Costs Charged to Other Deductions from Balance at
Jan. 1 and Expenses Accounts(a) Reserves(b) Dec. 31
$ 4911 $ 4431 $ 1,26¢ $ 4,79( 5,821
4,33 3,98¢ 1,19¢ 4,60¢ 4,911
4,76¢ 3,32¢ 1,31( 5,07z 4,33
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SIGNATURES

Pursuant to the requirements of Section 13 or 1éf(the Securities Exchange Act of 1934, the reaiigthas duly caused this annual report to be
signed on its behalf by the undersigned thereualy althorized.

NORTHERN STATES POWER COMPANY
(A WISCONSIN CORPORATION)

Feb. 23, 2015 /sl TERESA S. MADDEN
Teresa S. Madden
Executive Vice President, Chief Financial Offieed Director
(Principal Financial Officer)

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bblptihe following persons on behalf of the
registrant and in the capacities on the date itelicabove.

/sl BEN FOWKE /sl MARK E. STOERING
Ben Fowke Mark E. Stoering
Chairman, Chief Executive Officer and Director President and Director

(Principal Executive Officer)

/sl TERESA S. MADDEN /sl JEFFREY S. SAVAGE
Teresa S. Madden Jeffrey S. Savage

Executive Vice President, Chief Financial Officada Senior Vice President, Controller
Director

(Principal Financial Officer) (Principal Accotimg Officer)

/sl MARVIN E. MCDANIEL, JR.
Marvin E. McDaniel, Jr.
Director

SUPPLEMENTAL INFORMATION TO BE FURNISHED WITH REPOR TS FILED PURSUANT TO SECTION 15(D) OF THE ACT
BY REGISTRANTS WHICH HAVE NOT REGISTERED SECURITIES PURSUANT TO SECTION 12 OF THE ACT

NSF-Wisconsin has not sent, and does not expect th, senannual report or proxy statement to its sgcholder.
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NSP-WISCONSIN AND SUBSIDIARIES
STATEMENT OF COMPUTATION OF
RATIO OF EARNINGS TO FIXED CHARGES

(amounts in thousands, except ratio)

Year Ended Dec. 31

2014 2013 2012 2011 2010
Earnings, as defined:
Pretax income $ 113,04! $ 95,877 $ 79,50¢ $ 84,62( $ 68,86
Add: Fixed charges 29,68¢ 28,32¢ 25,21¢ 24,62¢ 24,89
Total earnings, as defined $ 142,73 $ 124,20 $ 104,72: $ 109,24 $ 93,75¢
Fixed charges, as defined:
Interest charges $ 29,27 % 27,797 $ 24,79¢ % 24,16¢ $ 24,517
Interest component of leases 413 52¢ 41¢€ 46C 38(
Total fixed charges, as defined $ 29,68¢ $ 28,32F % 25,21F % 24,62¢ % 24,897

Ratio of earnings to fixed charges 4.8 4.4 4.2 4.4 3.¢




Exhibit 23.01
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®egion Statement No. 333-192835 on Form S-3unfreport dated February 23, 2015,
relating to the consolidated financial statement$financial statement schedule of Northern Stateger Company, a Wisconsin corporation, and

subsidiaries appearing in this Annual Report omFt6-K of Northern States Power Company, a Wiseoasrporation, for the year ended
December 31, 2014.

/s/ DELOITTE & TOUCHE LLP
Minneapolis, Minnesota
February 23, 2015



Exhibit 31.01

CERTIFICATION

I, Ben Fowke, certify that:

1.

2.

I have reviewed this report on Form H@f Northern States Power Company (a Wisconsipaation)

Based on my knowledge, this report does notadomny untrue statement of a material fact orténgtate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nietadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statemeamig other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtifie periods presented in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirg @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant anddiav

a. Designed such disclosure controls and procsdareaused such disclosure controls and procedoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrie period in which this report is being prepared

b. Designed such internal control over finanaggdarting, or caused such internal control ovenfaia reporting to be designed under
our supervision, to provide reasonable assurargading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c. Evaluated the effectiveness of the registratigslosure controls and procedures and presentidsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluati
and

d. Disclosed in this report any change in thestegit’s internal control over financial reportithigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repost) tlas materially affected, or is
reasonably likely to materially affect, the regstt's internal control over financial reporting;dan

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that invadvmanagement or other employees who have a s@nifiole in the registrant’s
internal control over financial reporting.

Date: Feb. 23, 2015

/sl BEN FOWKE

Ben Fowke
Chairman, President and Chief Executive Officer




Exhibit 31.02

CERTIFICATION

I, Teresa S. Madden, certify that:

1.

2.

I have reviewed this report on Form H@f Northern States Power Company (a Wisconsipaation)

Based on my knowledge, this report does notadomny untrue statement of a material fact orténgtate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nietadisg with respect to the peri
covered by this report;

Based on my knowledge, the financial statemeamig other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtifie periods presented in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirg @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant anddiav

a. Designed such disclosure controls and procsdareaused such disclosure controls and procedoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

b. Designed such internal control over finanaggdarting, or caused such internal control ovenfaia reporting to be designed under
our supervision, to provide reasonable assurargading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c. Evaluated the effectiveness of the registratigslosure controls and procedures and presentidsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluati
and

d. Disclosed in this report any change in thestegit’s internal control over financial reportithigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repost) tlas materially affected, or is
reasonably likely to materially affect, the regstt's internal control over financial reporting;dan

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that invadvmanagement or other employees who have a s@nifiole in the registrant’s
internal control over financial reporting.

Date: Feb. 23, 2015

/sl TERESA S. MADDEN
Teresa S. Madden
Executive Vice President, Chief Financial OfficedaDirector




Exhibit 32.01
OFFICER CERTIFICATION

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Northerat8s Power Company, a Wisconsin corporation (NS&evisin) on Form 10-K for the year
ended Dec. 31, 2014, as filed with the SEC ordtite hereof (Form 10-K), each of the undersignédest of NSP-Wisconsin certifies, pursuant
to 18 U.S.C. Section 1350, as adopted pursuargctidd 906 of the Sarbanes-Oxley Act of 2002, tteasuch officer's knowledge:

(1) The Form 1 fully complies with the requirements of SectioB(d) or 15(d) of the Securities Exchange Act of4; 381

(2) The information contained in the Form 10-Krlfapresents, in all material respects, the finahcondition and results of operations of NSP-
Wisconsin as of the dates and for the periods esprkin the Form 10-K.

Date: Feb. 23, 2015

/sl BEN FOWKE
Ben Fowke
Chairman, President and Chief Executive Officer

/sl TERESA S. MADDEN
Teresa S. Madden
Executive Vice President, Chief Financial OfficedaDirector

The foregoing certification is being furnished $pleursuant to 18 U.S.C. Section 1350 and is notgofiled as part of the Report or as a separate
disclosure document.

A signed original of this written statement reqdif®y Section 906, or other document authenticaticgnowledging or otherwise adopting the
signature that appears in typed form within thetetmic version of this written statement requibgdSection 906, has been provided to NSP-
Wisconsin and will be retained by NSP-Wisconsin aimdished to the SEC or its staff upon request.
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Exhibit 99.01
NSP-Wisconsin Cautionary Factors

The Private Securities Litigation Reform Act prosgda “safe harbor” for forwardoking statements to encourage disclosures wittimuthreat o
litigation, providing those statements are ideatifas forward-looking and are accompanied by megéuircautionary statements identifying
important factors that could cause the actual tesaoldiffer materially from those projected in #tatement. Forward-looking statements are made
in written documents and oral presentations of N@Beonsin, Xcel Energy Inc. or any of its other Sidiaries. These statements are based on
management’s beliefs as well as assumptions andmation currently available to management. SocWdrd-looking statements are intended to
be identified in this document by the words “aide,” “believe,” “estimate,” “expect,” “intend,'May,” “objective,” “outlook,” “plan,”
“project,” “possible,” “potential,” “should” and siilar expressions. In addition to any assumptamd other factors referred to specifically in
connection with such forward-looking statementstdes that could cause NSP-Wisconsin’s actual tesoldiffer materially from those
contemplated in any forward-looking statementsudel among others, the following:

”ou ”ou

«  Economic conditions, including inflation rates, natary fluctuations and their impact on capital exgiires

« The risk of a significant slowdown in growth or fiee in the U.S. economy, the risk of delay in gtiowecovery in the U.S. economy or
risk of increased cost for insurance premiums, riigcand other items as a consequence of pastorefterrorist attacks;

« Trade, monetary, fiscal, taxation and environtalgpolicies of governments, agencies and simitganizations in geographic areas where
NSF-Wisconsin has a financial interest;

e Customer business conditions, including demandhfeir products or services and supply of labmat materials used in creating their
products and services;

« Financial or regulatory accounting principlegoficies imposed by the FASB, the SEC, the FERCsamilar entities with regulatory
oversight;

« Availability or cost of capital such as changesnterest rates; market perceptions of thetuytiidustry, NSP-Wisconsin, Xcel Energy Inc.
or any of its other subsidiaries; or security rg$in

« Factors affecting utility and nonutility operatis such as unusual weather conditions; catastreygather-related damage; unscheduled
generation outages, maintenance or repairs; ufigatic changes to fossil fuel, nuclear fuel or radtgas supply costs or availability due
higher demand, shortages, transportation problemther developments; nuclear or environmentablieists; cyber incidents; or electric
transmission or natural gas pipeline constraints;

«  Employee workforce factors, including loss direnent of key executives, collective-bargainiggesements with union employees, or
work stoppages;

* Increased competition in the utility industryaatditional competition in the markets served byPN&isconsin, Xcel Energy Inc. and its
other subsidiaries;

« State, federal and foreign legislative and ratpul initiatives that affect cost and investmesttavery, have an impact on rate structures anc
affect the speed and degree to which competitibergmhe electric and natural gas markets; indusstiructuring initiatives; transmission
system operation and/or administration initiativesovery of investments made under traditionaliie@gon; nature of competitors entering
the industry; retail wheeling; a new pricing sturet and former customers entering the generatianrkei;

< Environmental laws and regulations, including l&gien and regulations relating to climate charagel the associated cost of complia

+ Rate-setting policies or procedures of regulagattities, including environmental externalitiediich are values established by regulators
assigning environmental costs to each method ofraity generation when evaluating generation vese options;

« Nuclear regulatory policies and procedures, inclgdiperating regulations and spent nuclear fuehgt

« Social attitudes regarding the utility and powetuistries

e Cost and other effects of legal and administrgineeceedings, settlements, investigations and c|

« Technological developments that result in competitisadvantages and create the potential for imegit of existing asse

¢ Risks associated with implementations of new teldgies; an

e Other business or investment considerationsrttagt be disclosed from time to time in NSP-WiscoltssEEC filings, including “Risk
Factors” in Item 1A of this Form 10-K for the yearded Dec. 31, 2014, or in other publicly disseteidavritten documents.

NSF-Wisconsin undertakes no obligation to publicly aggdor revise any forward-looking statements, wéetls a result of new information,
future events or otherwise. The foregoing reviéfaotors should not be construed as exhaustive.
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