IR%A

To: All IREA Member-Consumers

March 4, 2009

The deepening economic crisis has greatly alarmed our member-consumers about future electricity
prices. We want to inform you of steps we are taking to stabilize our rates and how you may help in the
coming months.

Our rate structure has two basic components: a distribution delivery charge and a power cost charge. The
power cost charge represents the cost we pay for our wholesale power -- which changes monthly due to
variable fuel costs -- and is passed on to you on a dollar for dollar basis. The distribution delivery charge
covers all other costs and is a fixed amount per kilowatt hour.

Six to seven percent of our wholesale power is furnished by the Western Area Power Administration
(WAPA). Virtually all of this power comes from renewable hydroelectric generation. The balance of our
power is purchased from Xcel Energy. Approximately 5% of the Xcel power we buy is from wind gener-
ation; the rest is split evenly between coal and natural gas generation. Natural gas and wind power is sig-
nificantly more expensive than coal, but to assure our power supply and to meet government mandates,
we have had to purchase power from the sources in Xcel’s generation portfolio.

Several years ago, Xcel decided to build Comanche Unit 3, a 750 megawatt supercritical pulverized coal
plant now under construction. We exercised a contractual right to purchase a 25% interest in the plant.
When the plant begins commercial operation, our portion will furnish about 50% of our kWh require-
ments. We will continue to buy as much hydroelectric power as we can from WAPA, and Xcel will
furnish the remainder, between 43 and 44% of our requirements. The Comanche 3 ownership advantage
is twofold. First, we will furnish 50% of our power requirements ourselves, thereby eliminating Xcel’s
profit from the cost of that power. Second, we will shift a significant portion of our requirements from
high-cost gas to low-cost coal generation.

During the third quarter of this year, Xcel plans to ask the Federal Energy Regulatory Commission
(FERC) to approve a 15% wholesale rate increase. Although we will challenge the rate increase, it will
take effect pending a final decision by the FERC. When Comanche 3 begins commercial operation late
this year, we will calculate and adopt a new rate which will include the Xcel rate increase and which will
be designed to absorb, rather than pass through, variable fuel costs. The rate probably will be in the 11
cents per kWh range. At that point, we will freeze the entire rate. If our FERC protest is successful, we
will reduce the frozen rate accordingly. After we experience the new rate schedule for 6 to 12 months,
we will examine our financial operations to see if it will be possible to lower the rate further.
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