


BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION ) JOINT MOTION FOR 
APPROVAL OF SETTLEMENT 

STIPULATION 
OF BLACK HILLS POWER, INC. FOR ) 
AUTHORITY TO INCREASE ITS ) 
ELECTRIC RATES ) 

) EL 14-026 

Black Hills Power, Inc. and the Staff of the South Dakota Public Utilities 
Commission, jointly referred to as "Parties," hereby file the above-referenced Joint 
Motion for Approval of Settlement Stipulation. The Parties request that the South 
Dakota Public Utilities Commission adopt the attached Settlement Stipulation as the 
settlement and resolution of all of the issues between these Parties in this proceeding. 
In support of this Motion, the Parties submit as follows: 

1. This Joint Motion is made pursuant to ARSD 20:10:01:19. 
2. The Settlement Stipulation resolves all of the issues between these 

Parties in EL 14-026. 
3. The terms of the Settlement Stipulation represent a negotiated 

settlement of all of the issues between these Parties in Docket No. 
EL 14-026. 

4. The terms of the Settlement Stipulation agreed upon are just and 
reasonable and consistent with South Dakota law. 

WHEREFORE, for the foregoing reasons, the undersigned Parties jointly request 
the Commission to: 1) grant the Joint Motion for Approval of Settlement Stipulation, 2) 
adopt the attached Settlement Stipulation without modification for the purpose of 
resolving all issues in this proceeding, and 3) enter an Order finding that the attached 
Settlement Stipulation results in just and reasonable rates for customers of Black Hills 
Power, Inc. 

South Dakota Public Utilities 
Commission Staff 
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Black Hills Power, Inc. 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION ) 
OF BLACK HILLS POWER, INC. FOR ) 
AUTHORITY TO INCREASE ITS ELECTRIC ) 
RATES } 

) 

SETTLEMENT STIPULATION 

EL14-026 

It is hereby stipulated and agreed by and among Black Hills Power, Inc. ("Applicant" or 

"Black Hills Power") and the South Dakota Public Utilities Commission Staff ("Staff') Gointly 

"Party" or "Parties"), that the following Settlement Stipulation ("Stipulation") may be adopted 

by the South Dakota Public Utilities Commission ("Commission") in the above-captioned 

matter. In support of its Application for Authority to Increase Its Electric Rates ("Application"), 

Applicant does hereby offer this Stipulation, the Application and all supporting materials filed 

March 31, 2014, and thereafter. The Parties offer no answering testimony or exhibits, 

conditioned upon the Commission accepting the following Stipulation without any material 

condition or modification. 

I. INTRODUCTION 

On March 31, 2014, Black Hills Power filed with the Commission the aforementioned 

Application through which it requested authority to increase annual revenues by approximately 

$14.6 million. 

On June 6, 2014, GCC Dacotah, Inc., Pete Lien & Sons, Inc., Rushmore Forest 

Products, Inc., Spearfish Forest Products, Inc., Rapid City Regional Hospital, and Wharf 

Resources (U.S.A.), Inc. (collectively "BHII") filed a Petition to Intervene. On the same date, 
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Dakota Rural Action ("DRA") also filed a Petition to Intervene. The Commission issued its 

Order Granting Intervention to BHII and DRA on June 26, 2014. 

On September 4, 2014, Black Hills Power filed a Motion for Approval of Settlement 

Agreement (SDST A), requesting the approval of a contract with deviations with the South 

Dakota Science and Technology Authority ("SDSTA"). On September 18, 2014, the 

Commission entered an Order deferring until later in the process the approval of the contract 

with deviations between Black Hills Power and SDSTA. As an alternative to approving the 

contract with deviations at that time, the Commission conditionally authorized and approved 

implementation of the contract with deviations rates on an interim basis, commencing on 

October 1, 2014. 

The Parties have been able to resolve all issues between them in this proceeding and 

have entered into this Stipulation, which, if accepted and ordered by the Commission, will 

determine the rates to result from Black Hills Power's Application. The Parties recognize that 

the Commission has granted intervention to BHII and DRA. The Intervenors are not parties to 

this Stipulation. 

II. PURPOSE 

This Stipulation has been prepared and executed by the Parties for the sole purpose 

of resolving the issues between them in Docket No. EL14-026. The Parties acknowledge that 

they may have differing views that justify the end result, which they deem to be just and 

reasonable, and, in light of such differences, the Parties agree that the resolution of any single 

issue, whether express or implied by the Stipulation, should not be viewed as precedent setting. 

In consideration of the mutual promises hereinafter set forth, the Parties agree as follows: 

2  
A4



1) Upon execution of the Stipulation, the Parties shall file this Stipulation with the 

Commission together with a joint motion requesting that the Commission issue 

an order approving this Stipulation in its entirety without condition or 

modification. 

2) This Stipulation includes all terms of settlement and is submitted with the 

condition that in the event the Commission imposes any material changes in or 

conditions to this Stipulation which are unacceptable to either Party, this 

Stipulation may, at the option of either Party, be withdrawn and shall not 

constitute any part of the record in this proceeding or any other proceeding nor 

be used for any other purpose. 

3) This Stipulation shall become binding upon execution by the Parties, 

provided however, that if this Stipulation does not become effective in 

accordance with Paragraph 2 above, it shall be null, void, and privileged. This 

Stipulation is intended to relate only to the specific matters referred to herein; 

neither Party waives any claim or right which it may otherwise have with 

respect to any matter not expressly provided for herein; neither Party shall be 

deemed to have approved, accepted, agreed, or consented to any ratemaking 

principle, or any method of cost of service determination, or any method of cost 

allocation underlying the provisions of this Stipulation, or be advantaged or 

prejudiced or bound thereby in any other current or future rate proceeding 

before the Commission. Neither Party nor a representative thereof shall directly 

or indirectly refer to this Stipulation or that part of any order of the Commission 
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relating to this Stipulation as precedent in any other current or future rate 

proceeding or any other proceeding before the Commission. 

4) The Parties to this proceeding stipulate that all prefiled testimony, exhibits, and 

workpapers will be made a part of the record in this proceeding. The Parties 

understand that if this matter had not been settled, Commission Staff would 

have filed direct testimony and Black Hills Power would have filed rebuttal 

testimony responding to certain of the positions contained in the testimony of 

Commission Staff. 

5) It is understood that Commission Staff enters into this Stipulation for the 

benefit of all of Black Hills Power's South Dakota customers affected by this 

docket. 

III. ELEMENTS OF THE SETTLEMENT STIPULATION 

1. Revenue Requirement 

The Parties agree that the total revenue deficiency is $6,890,746. The Parties agree that 

Black Hills Power's tariffs will be designed to produce an increase in annual base rate levels of 

$6,890, 746 or approximately 4.35% of total retail revenues at existing rates based on a South 

Dakota jurisdictional retail revenue requirement of $165,122,614. The Parties agree to a 7.76% 

rate of return on rate base. 

2. Tariffs 

The Parties have agreed to revised tariffs and those tariffs are attached as Exhibit 1 to 

this Stipulation for presentation to the Commission. 

The Parties agree that the rate design to be set forth in the revisions to Black Hills 

Power's tariffs are just and reasonable and provide for the movement of each customer class 
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toward its associated cost of service. The Parties agree that the increase in rates for electric 

service will be allocated to the affected rate classes resulting in increases as shown on attached 

Exhibit 2. The Parties agree that the rates agreed to by the Parties result in just and reasonable 

rates for all of Black Hills Power's South Dakota customers. 

The Parties agree that the revised rate schedules shall be implemented for service 

rendered on and after March 1, 2015, with the bills prorated so that usage prior to October 1, 

2014, is billed at the previous rates, and usage on and after October 1, 2014, is billed at the new 

rates. 

3. Interim Rate Refund 

Interim rates were implemented on October 1, 2014. Approval of this Stipulation will 

authorize a rate increase less than the interim rate level in effect. Black Hills Power agrees to 

refund customers a portion of the interim rates collected during the period October 1, 2014, 

through the effective date of new rates, plus interest. Attached hereto as Exhibit 3 is the Interim 

Rate Refund Plan. The form of the Customer Notice is attached hereto as Exhibit 4. 

4. Depreciation Expense 

The Parties agree that the depreciation lives and rates presented in this rate case will be 

the ones in effect with the approval of this Stipulation. The depreciable life of the Cheyenne 

Prairie Generating Station "is 40 years with a depreciation rate of 2.98%. 

5. Decommissioning Expense 

The Parties agree that the total company decommissioning cost of $9,930,958 is 

included in the Decommissioning amortization identified in the 10th element of the Stipulation 

below and included in the revenue requirement. This amount includes the cost of 

decommissioning the Ben French, Neil Simpson I, and Osage coal-fired generation facilities, 
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and does not include any contingency. The Parties agree that Black Hills Power may seek 

recovery, in a future Black Hills Power rate case, of all costs for decommissioning not 

otherwise recovered from customers. 

6. Rate Case Expense 

The Parties agree that a total of $212,861 in rate case expense associated with Docket 

EL14-026 is included in the Rate Case Expense amortization identified in the 10th element of 

the Stipulation below and included in the revenue requirement. Actual rate case expenses 

incurred in excess of this amount will be recoverable in the next Black Hills Power rate case to 

the extent those expenses are deemed necessary and reasonable. 

7. Economic Development 

The Parties agree that economic development expenses up to $100,000 shall be equally 

shared by shareholders ($50,000) and customers ($50,000). The economic development 

expenses shall include, but not be limited to, all South Dakota labor, expenses, and monetary 

contributions. This program will begin on October 1, 2014, and shall continue thereafter until 

revised by the Commission. Black Hills Power will submit, on an annual basis, no later than 

March 1st of each year beginning in 2015, for Commission approval a filing which describes 

the cost, design, and benefit of Black Hills Power's economic development programs. Program 

costs will be reported on a calendar year basis. Any portion of the annual customer 

contribution that remains unspent at the end of a program year shall be carried over into the 

next program year for Commission approval of expenditures or refund. No carry over shall 

occur for amounts spent annually in excess of $100,000. This agreement does not preclude 

Black Hills Power from spending more on economic development nor does it restrict Black 
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Hills Power from asking for modification of these economic development terms in its next 

general rate filing. 

8. Cheyenne Prairie Generating Station Compliance Report 

Black Hills Power agrees to file an informational report by February 28, 2015, on the 

remaining Cheyenne Prairie Generating Station capital projects, specifically the auxiliary 

boiler, testing, site finish work, and internal closeout labor. 

9. Major Maintenance Accrual 

The Parties agree to define major maintenance for steam plants as the expenses incurred 

during the period of time when a steam turbine generator is opened for maintenance. 

10. Amortization 

The Parties agree that amortizations being recovered in rates under the terms of the 

Stipulation include the following where the cost (SD Amount Amortized) will be deferred and 

amortized over the periods shown: 

SD Amount Amortization SD Annual 

Item Amortized ($) Period (years) Amount 

Rate Case Expense $625,657 3 $208,552 

Decommissioning $14,685,070 10 $1,468,507 

Winter Storm Atlas $3,157,426 10 $315,743 

69 kV LIDAR Surveying $320,533 5 $64,107 

a. Rate Case Expense 

The Parties agree that the unamortized actual rate case expenses from Dockets 

EL12-061 and EL12-062 will be combined with the current actual rate case expenses 

from Docket EL14-026 and will be deferred, amortized and recovered over three (3) 
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years. The Parties agree that the average unamortized balance of $369,191 will be 

included as a component of rate base. As a result of the Parties' agreement on the 

treatment of rate case expenses in this Stipulation, the Commission's approval of the 

treatment of rate case expenses in Dockets EL12-061 and EL12-062 is superseded upon 

approval of this Stipulation. 

b. Decommissioning 

The Parties agree that the net book value, inventory, and decommissioning costs 

associated with the Ben French, Neil Simpson I, and Osage coal-fired generation 

facilities will be deferred, amortized and recovered over ten (10) years. The Parties 

agree that the unamortized balance of $12,482,309 will be included as a component of 

rate base. 

c. Winter Storm Atlas 

The Parties agree that the incremental costs associated with Winter Storm Atlas 

and the South Dakota System Line Inspection will be deferred, amortized, and 

recovered over ten (10) years. The Parties agree that the unamortized balance of 

$2,683,812 will be included as a component ofrate base. 

d. 69 kV LIDAR Surveying Project 

The Parties agree that the 69 kV LIDAR surveying costs will be deferred, 

amortized and recovered over five (5) years. The Parties agree that the unamortized 

balance of $154,093 will be included as a component of rate base. 

11. Pension Expense 

The Parties agree that pension expense should be normalized. A five year normalization 

period was used in this case. The Parties agree this normalization period shall be used in future 
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rate cases over the next five years unless there is an extraordinary event that makes a five-year 

normalization method unreasonable. 

12. Final Approval of Contracts with Deviations 

The Parties agree that the contract with deviations, as filed on September 4, 2014, 

between Black Hills Power and SDSTA that is the subject of the Commission's Order 

Conditionally Authorizing and Approving Implementation of Contracts with Deviations, 

should be finally approved by the Commission without condition, and agree to support their 

final approval without condition. 

13. Moratorium 

A. The Parties agree that Black Hills Power shall not file any rate application for an increase 

in base rates which would go into effect prior to October 1, 2016; provided, this restriction 

would not prevent Black Hills Power from filing for a base rate increase to take effect 

prior to October 1, 2016, if Black Hills Power's cost of service is expected to increase due 

to an "Extraordinary Event." The Parties agree that this rate moratorium does not apply to 

any rider or other adjustment mechanism, including, but not limited to, the Energy Cost 

Adjustments, Environmental Improvement Adjustment, Transmission Facility Adjustment, 

Energy Efficiency Solutions Adjustment, and Phase In Plan Rate. 

B. As used in this Stipulation "Extraordinary Event" is any one of the following occurrences: 

1) Governmental Impositions - Changes in federal, state or local governmental 

requirements or governmental charges including, but not limited to, income taxes, taxes, 

charges or regulations imposed on energy, emissions, environmental externalities, or 

reclamation requirements imposed after October 1, 2014, upon Black Hills Power that are 

projected to cause its South Dakota cost of service to increase by $1,000,000 or greater. 
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Increases in Black Hills Power's South Dakota cost of service that are less than 

$1,000,000 will be presumed not to be material for the purposes of this paragraph. 

2) Major Capital Additions - New capital projects with individual budgets greater than 

$10,000,000. 

3) Loss of a Major Customer - Black Hills Power is expected to lose $2,000,000 or more 

of annual revenue from a single customer's accounts. 

4) Loss of Power Supply - Black Hills Power loses power available from its power 

generation or purchase power contracts in an amount of 10 megawatts or more for a period 

forecasted to be at least six (6) months in duration. 

This Stipulation is entered into effective this trl'1 day of~ ' 2014. 

BLACK HILLS POWER, INC. 

Exhibits to Settlement Stipulation 

Exhibit 1 
Exhibit 2 
Exhibit 3 
Exhibit 4 

Tariffs 
Allocation of Rate Increase 
Interim Rate Refund Plan 
Form of Customer Notice 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION ) 
OF BLACK HILLS POWER, INC. FOR ) 
AUTHORITY TO INCREASE ITS ELECTRIC ) 
RATES ) 

AMENDED 
SETTLEMENT STIPULATION 

EL14-026 

It is hereby stipulated and agreed by and among Black Hills Power, Inc. ("Applicant" or 

"Black Hills Power") and the South Dakota Public Utilities Commission Staff ("Staff') (jointly 

"Party" or "Parties"), that the following Amended Settlement Stipulation ("Amended 

Stipulation") may be adopted by the South Dakota Public Utilities Commission ("Commission") 

in the above-captioned matter. In support of its Application for Authority to Increase Its Electric 

Rates ("Application"), the Parties do hereby offer this Amended Stipulation, the Application and 

all supporting materials filed March 31, 2014, and thereafter. 

I. INTRODUCTION 

On March 31, 2014, Black Hills Power filed with the Commission the aforementioned 

Application through which it requested authority to increase annual revenues by approximately 

$14.6 million. 

On June 6, 2014, GCC Dacotah, Inc., Pete Lien & Sons, Inc., Rushmore Forest 

Products, Inc., Spearfish Forest Products, Inc., Rapid City Regional Hospital, and Wharf 

Resources (U.S.A.), Inc. (collectively "BHII") filed a Petition to Intervene. On the same date, 

Dakota Rural Action ("DRA") also filed a Petition to Intervene. The Commission issued its 

Order Granting Intervention to BHII and DRA on June 26, 2014. 

On September 4, 2014, Black Hills Power filed a Motion for Approval of Settlement 

Agreement, requesting the approval of a contract with deviations with the South Dakota 
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Science and Technology Authority ("SDSTA"). On September 18, 2014, the Commission 

entered an Order deferring until later in the process the approval of the contract with deviations 

between Black Hills Power and SDSTA. As an alternative to approving the contract with 

deviations at that time, the Commission conditionally authorized and approved implementation 

of the contract with deviations rates on an interim basis, commencing on October 1, 2014. 

The Parties have been able to resolve all issues between them in this proceeding and 

have entered into this Amended Stipulation, which, if accepted and ordered by the 

Commission, will determine the rates to result from Black Hills Power's Application. The 

Parties recognize that the Commission has granted intervention to BHII and DRA. The 

Intervenors are not parties to this Amended Stipulation. 

II. PURPOSE 

This Amended Stipulation has been prepared and executed by the Parties for the sole 

purpose of resolving the issues between them in Docket No. EL14-026. The Parties 

acknowledge that they may have differing views that justify the end result, which they deem to 

be just and reasonable, and, in light of such differences, the Parties agree that the resolution of 

any single issue, whether express or implied by the Amended Stipulation, should not be viewed 

as precedent setting. In consideration of the mutual promises hereinafter set forth, the Parties 

agree as follows: 

1) Upon execution of the Amended Stipulation, the Parties shall file this Amended 

Stipulation with the Commission together with an amended joint motion 

requesting that the Commission issue an order approving this Amended 

Stipulation in its entirety without condition or modification. 
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2) This Amended Stipulation includes all terms of settlement and is submitted with 

the condition that in the event the Commission imposes any material changes in 

or conditions to this Amended Stipulation which are unacceptable to either 

Party, this Amended Stipulation may, at the option of either Party, be withdrawn 

and shall not constitute any part of the record in this proceeding or any other 

proceeding nor be used for any other purpose. 

3) This Amended Stipulation shall become binding upon execution by the Parties, 

provided however, that if this Amended Stipulation does not become effective in 

accordance with Paragraph 2 above, it shall be null, void, and privileged. This 

Amended Stipulation is intended to relate only to the specific matters referred to 

herein; neither Party waives any claim or right which it may otherwise have 

with respect to any matter not expressly provided for herein; neither Party shall 

be deemed to have approved, accepted, agreed, or consented to any ratemaking 

principle, or any method of cost of service determination, or any method of cost 

allocation underlying the provisions of this Amended Stipulation, or be 

advantaged or prejudiced or bound thereby in any other current or future rate 

proceeding before the Commission. Neither Party nor a representative thereof 

shall directly or indirectly refer to this Amended Stipulation or that part of any 

order of the Commission relating to this Amended Stipulation as precedent in 

any other current or future rate proceeding or any other proceeding before the 

Commission. 

4) The Parties to this proceeding stipulate that all prefiled testimony, testimony 

given at the hearing, exhibits, and workpapers will be made a part of the record 
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in this proceeding. The Parties understand that if this matter had not been 

settled, Commission Staff would have filed further direct testimony and Black 

Hills Power would have filed rebuttal testimony responding to certain positions 

contained in the direct testimony of Commission Staff. 

5) It is understood that Commission Staff enters into this Amended Stipulation 

for the benefit of all of Black Hills Power's South Dakota customers affected by 

this docket. 

III. ELEMENTS OF THE AMENDED SETTLEMENT STIPULATION 

1. Revenue Requirement 

The Parties agree that the total revenue deficiency is $6,890,746. The Parties agree that 

Black Hills Power's tariffs will be designed to produce an increase in annual base rate levels of 

$6,890,746 or approximately 4.35% of total retail revenues at existing rates based on a South 

Dakota jurisdictional retail revenue requirement of$165,122,614. The Parties agree to a 7.76% 

rate of return on rate base. 

2. Tariffs 

The Parties agreed to revised tariffs and those tariffs are attached as Exhibit 1 to the 

original Stipulation, filed December 9, 2014, for presentation to the Commission. The Parties 

agree to file compliance tariffs with the Commission approved effective date. 

The Parties agree that the rate design to be set forth in the revisions to Black Hills 

Power's tariffs are just and reasonable and provide for the movement of each customer class 

toward its associated cost of service. The Parties agree that the increase in rates for electric 

service will be allocated to the affected rate classes resulting in increases as shown in Exhibit 2, 

attached to the original Stipulation filed on December 9, 2014. The Parties agree that the rates 
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agreed to by the Parties result in just and reasonable rates for all of Black Hills Power's South 

Dakota customers. 

The Parties agree that the revised rate schedules shall be implemented for service 

rendered on and after the Commission approved effective date, with the bills prorated so that 

usage prior to October 1, 2014, is billed at the previous rates, and usage on and after October 1, 

2014, is billed at the new rates. 

3. Interim Rate Refund 

Interim rates were implemented on October 1, 2014. Approval of this Amended 

Stipulation will authorize a rate increase less than the interim rate level in effect. Black Hills 

Power agrees to refund customers a portion of the interim rates collected during the period 

October 1, 2014, through the effective date of new rates, plus interest. The Parties agree to file 

revisions to the Interim Rate Refund Plan and the Customer Notice, attached as Exhibits 3 and 4 

to the original Stipulation, filed December 9, 2014, to reflect the Commission's final decision. 

4. Depreciation Expense 

The Parties agree that the depreciation lives and rates presented in this rate case will be 

the ones in effect with the approval of this Amended Stipulation. The depreciable life of the 

Cheyenne Prairie Generating Station is 40 years with a depreciation rate of 2.98%. 

5. Decommissioning Expense 

The Parties agree that the total company decommissioning cost of $9,930,958 is 

included in the Decommissioning amortization identified in the I 0th element of the Amended 

Stipulation below and included in the revenue requirement. This amount includes the cost of 

decommissioning the Ben French, Neil Simpson I, and Osage coal-fired generation facilities, 

and does not include any contingency. The Parties agree that Black Hills Power may seek 
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recovery, m a future Black Hills Power rate case, of all costs for decommissioning not 

otherwise recovered from customers. 

6. Rate Case Expense 

The Parties agree that a total of $212,861 in rate case expense associated with Docket 

EL14-026 is included in the Rate Case Expense amortization identified in the 10th element of 

the Amended Stipulation below and included in the revenue requirement. Actual rate case 

expenses incurred in excess of this amount will be recoverable in the next Black Hills Power 

rate case to the extent those expenses are deemed necessary and reasonable. 

7. Economic Development 

The Parties agree that economic development expenses up to $100,000 shall be equally 

shared by shareholders ($50,000) and customers ($50,000). The economic development 

expenses shall include, but not be limited to, all South Dakota labor, expenses, and monetary 

contributions. This program will begin on October 1, 2014, and shall continue thereafter until 

revised by the Commission. Black Hills Power will submit, on an annual basis, no later than 

April 1s1, 2015, and March 1st of each year beginning in 2016, for Commission approval a 

filing which describes the cost, design, and benefit of Black Hills Power's economic 

development programs. Program costs will be reported on a calendar year basis. Any portion of 

the annual customer contribution that remains unspent at the end of a program year shall be 

carried over into the next program year for Commission approval of expenditures or refund. 

No carry over shall occur for amounts spent annually in excess of $100,000. This agreement 

does not preclude Black Hills Power from spending more on economic development nor does 

it restrict Black Hills Power from asking for modification of these economic development 

terms in its next general rate filing. 
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8. Cheyenne Prairie Generating Station Compliance Report 

Black Hills Power agrees to file an informational report by April 1, 2015, on the 

remaining Cheyenne Prairie Generating Station capital projects, specifically the auxiliary 

boiler, testing, site finish work, and internal closeout labor. 

9. Major Maintenance Accrual 

The Parties agree to define major maintenance for steam plants as the expenses incurred 

during the period of time when a steam turbine generator is opened for maintenance. 

10. Amortization 

The Parties agree that amortizations being recovered in rates under the terms of the 

Amended Stipulation include the following where the cost (SD Amount Amortized) will be 

deferred and amortized over the periods shown: 

SD Amount 

Item Amortized ($) 

Amortization 

Period (years) 

SD Annual 

Amount 

Rate Case Expense $625,657 3 $208,552 

$1,468,507 

$315,743 

$64,107 

Decommissioning $14,685,070 10 

Winter Storm Atlas $3,157,426 10 

69 kV LIDAR Surveying $320,533 5 

a. Rate Case Expense 

The Parties agree that the unamortized actual rate case expenses from Dockets 

EL12-061 and EL12-062 will be combined with the current actual rate case expenses 

from Docket EL14-026 and will be deferred, amortized and recovered over three (3) 

years. The Parties agree that the average unamortized balance of $369,191 will be 

included as a component of rate base. As a result of the Parties' agreement on the 
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treatment of rate case expenses in this Amended Stipulation, the Commission's 

approval of the treatment of rate case expenses in Dockets EL12-061 and EL12-062 is 

superseded upon approval of this Amended Stipulation. 

b. Decommissioning 

The Parties agree that the net book value, inventory, and decommissioning costs 

associated with the Ben French, Neil Simpson I, and Osage coal-fired generation 

facilities will be deferred, amortized and recovered over ten (10) years. The Parties 

agree that the unamortized balance of $12,482,309 will be included as a component of 

rate base. 

c. Winter Storm Atlas 

The Parties agree that the incremental costs associated with Winter Storm Atlas 

and the South Dakota System Line Inspection will be deferred, amortized, and 

recovered over ten (10) years. The Parties agree that the unamortized balance of 

$2,683,812 will be included as a component of rate base. 

d. 69 kV LIDAR Surveying Project 

The Parties agree that the 69 kV LIDAR surveymg costs will be deferred, 

amortized and recovered over five (5) years. The Parties agree that the unamortized 

balance of $154,093 will be included as a component of rate base. 

11. Pension Expense 

The Parties agree that pension expense should be normalized. A five year normalization 

period was used in this case. The Parties agree this normalization period shall be used in future 

rate cases over the next five years unless there is an extraordinary event that makes a five-year 

normalization method unreasonable. 
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12. Final Approval of Contracts with Deviations 

The Parties agree that the contract with deviations, as filed on September 4, 2014, 

between Black Hills Power and SDSTA that is the subject of the Commission's Order 

Conditionally Authorizing and Approving Implementation of Contracts with Deviations, 

should be finally approved by the Commission without condition, and agree to support their 

final approval without condition. 

13. Moratorium 

A. The Parties agree that Black Hills Power shall not file any rate application for an increase 

in base rates which would go into effect prior to January 1, 2017; provided, this 

restriction would not prevent Black Hills Power from filing for a base rate increase to take 

effect prior to January l, 2017, if Black Hills Power's cost of service is expected to 

increase due to an "Extraordinary Event." The Parties agree that this rate moratorium does 

not apply to any rider or other adjustment mechanism, including, but not limited to, the 

Energy Cost Adjustments, Environmental Improvement Adjustment, Transmission Facility 

Adjustment, Energy Efficiency Solutions Adjustment, and Phase In Plan Rate. 

B. As used in this Amended Stipulation "Extraordinary Event" is any one of the following 

occurrences: 

1) Governmental Impositions - Changes in federal, state or local governmental 

requirements or governmental charges including, but not limited to, income taxes, taxes, 

charges or regulations imposed on energy, emissions, environmental externalities, or 

reclamation requirements imposed after October 1, 2014, upon Black Hills Power that are 

projected to cause its South Dakota cost of service to increase by $1,000,000 or greater. 
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Increases in Black Hills Power's South Dakota cost of service that are less than 

$1,000,000 will be presumed not to be material for the purposes of this paragraph. 

2) Major Capital Additions - New capital projects with individual budgets greater than 

$10,000,000. 

3) Loss of a Major Customer - Black Hills Power is expected to lose $2,000,000 or more 

of annual revenue from a single customer' s accounts. 

4) Loss of Power Supply - Black Hills Power loses power available from its power 

generation or purchase power contracts in an amount of 10 megawatts or more for a period 

forecasted to be at least six ( 6) months in duration. 

+J.. 
This Amended Stipulation is entered into effective this /' day of 

' 2015. 

BLACK HILLS POWER, INC. 

10 

SOUTH DAKOTA PUBLIC UTILITIES 
COMMISSION STAFF 

By: Kcure411 E. Cv~ 
Karen E. Cremer 

Its: Staff Attorney 
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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF SOUTH DAKOTA 
 

IN THE MATTER OF THE APPLICATION OF BLACK HILLS POWER, INC. FOR AUTHORITY TO INCREASE ITS 
ELECTRIC RATES 

  
STAFF MEMORANDUM SUPPORTING 
AMENDED SETTLEMENT STIPULATION 

 
DOCKET EL14-026 

 

 
 
Commission Staff (Staff) submits this Memorandum in support of the Amended Settlement Stipulation 
(Amended Settlement) of February 10, 2015, between Staff and Black Hills Power Company (BHP or 
Company) in the above-captioned matter. 
 

BACKGROUND 
 
On March 31, 2014, the Company filed an application with the South Dakota Public Utilities Commission 
(Commission) requesting approval to increase rates for electric service to customers in its South Dakota 
retail service territory by approximately $14.6 million annually or approximately 9.27%. A typical 
residential electric customer using 650 kWh per month would see an increase of $10.91 per month.  
 
BHP’s proposed increase was based on a historical test year ended September 30, 2013, adjusted for 
what BHP believed to be known and measurable changes, a 10.25% return on common equity, and a 
8.48% overall rate of return on rate base.  
 
The Commission officially noticed BHP’s filing on April 3, 2014, and set an intervention deadline of June 
6, 2014. On April 11, 2014, BHP filed revisions to certain pages originally filed in the application. On April 
16, 2014, the Commission issued an Order Assessing Filing Fee.  On June 6, 2014, a Petition to Intervene 
of GCC Dacotah, Inc., Pete Lien & Sons, Inc., Rushmore Forest Products, Inc., Spearfish Forest Products, 
Inc., Rapid City Regional Hospital, Inc., and Wharf Resources (U.S.A.), Inc. (collectively, Black Hills 
Industrial Intervenors or BHII) was filed. On June 6, 2014, Dakota Rural Action (DRA) also filed a Petition 
to Intervene. On June 26, 2014, the Commission issued an Order Granting Intervention to Black Hills 
Industrial Intervenors. On June 26, 2014, the Commission granted intervention to Dakota Rural Action 
subject to its filing an affidavit, which was filed on June 27, 2014. On September 3, 2014, BHP filed a 
Notice of Intent to Implement Interim Rates effective on and after October 1, 2014.    
 
On September 4, 2014, BHP filed a Motion for Approval of Settlement Agreement, Confidential 
Settlement Agreement between Black Hills Power, Inc. and South Dakota Science and Technology 
Authority (SDSTA), including the associated Third Amendment to Electric Power Service Agreement 
between Black Hills Power, Inc. and SDSTA, and relevant exhibits. On September 10, 2014, Staff filed its 
memorandum regarding the Contracts with Deviations. On September 18, 2014, the Commission issued 
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an Order Conditionally Authorizing and Approving Implementation of Contract with Deviations Rates on 
an Interim Basis.  
 
Settlement discussions between Staff, BHP, BHII, and DRA commenced on October 28, 2014. Thereafter, 
Staff and BHP (jointly, the Parties) held several settlement discussions in an effort to arrive at a mutually 
acceptable resolution of the issues presented in BHP’s filing. Ultimately, the Parties reached a 
comprehensive agreement on BHP’s overall revenue deficiency and other issues presented in this case 
including, but not limited to, class revenue responsibilities, rate design, and tariff concerns. BHII and 
DRA are not parties to the settlement. On December 9, 2014, BHP and Staff jointly filed a Joint Motion 
for Approval of Settlement Stipulation, Settlement Stipulation, and Exhibits. On December 12, 2014, the 
Commission issued a Scheduling Order setting this matter for hearing on January 27-29, 2015. On 
December 30, 2014, the Commission issued an Order for and Notice of Hearing.  
 
BHII filed Direct Testimony and Exhibits of Lane Kollen and Direct Testimony and Exhibits of Stephen J. 
Baron on December 30, 2014. No testimony was filed by DRA.  On January 15, 2015, Staff filed David E.  
Peterson’s direct testimony that addressed specific items discussed in Mr. Kollen’s testimony and Mr. 
Baron’s testimony. On January 15, 2015, BHP submitted rebuttal testimony.  
 
The hearing was held as scheduled on January 27-28, 2015, with Staff, BHP, BHII, and DRA appearing and 
presenting evidence and argument. At the conclusion of the hearing, the Commission decided to defer 
taking action on the outstanding issues until its regular meeting on March 2, 2015. On January 29, 2015, 
the Commission issued a Post-Hearing Procedural Order. 
 

OVERVIEW OF AMENDED SETTLEMENT 
 
Upon hearing arguments from the Parties and the Intervenors and weighing Commission concerns at the 
hearing, Staff and BHP found it in the best interest of all the Parties to work toward an amended 
settlement, which would correct the utility holdings allocation oversight presented by BHII. Staff and 
BHP held a settlement meeting on February 6, 2015, to address this concern. As a result, some party 
positions were modified and others were accepted where consensus was found. Ultimately, the Parties 
agreed on a resolution of the issue. The following describes the changes from the originally filed 
Settlement. 
 
Utility Holdings Allocation Oversight Correction 
 
As shown on Staff Exhibit___(DEP-2), Schedule 1, the amended cost of service corrects the South Dakota 
allocation of transmission load dispatch expense, FERC Account 561, for the Black Hills 
Corporation/Black Hills Utility Holdings intercompany charges adjustment, reducing the revenue 
requirement by $286,041. Thus, the Amended Settlement corrects the initial oversight. 
 
Wyodak Operations and Maintenance Adjustment 
 
The Amended Settlement accepts the $412,988 Wyodak O&M adjustment as provided by BHP in Exhibit 
JTR-1. This adjustment updates production O&M costs at the Wyodak power plant from $3,045,652 
incurred during the test year to $3,458,640 incurred from October 2013 through September 2014. This 
represents a known and measurable increase to test year expense. 
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Cash Working Capital, NOL Adjustment, Interest Synchronization, Bad Debt Adjustment 
 
The Amended Settlement uses the same calculation for these adjustments as the Settlement filed on 
December 9, 2014.  However, the revenue requirement value of each adjustment changes based on the 
resolution of various issues in the case.  These adjustments are dependent on the pro forma rate base, 
expenses and revenues, and were recalculated as a result of the Utility Holdings allocation correction 
and the Wyodak O&M adjustment. 
 
No Change to Revenue Deficiency 
 
Although Exhibit___(BAM-4), Schedule 1 of the amended cost of service shows a $7,010,894 revenue 
deficiency, the revenue deficiency in the Amended Settlement will remain at the $6,890,746 level 
provided in the original Settlement. Thus, the amended cost of service more than supports the revenue 
requirement agreed upon in the Amended Settlement, and ratepayers will not incur the added rate case 
expense required to prepare revised rates and tariff sheets. 
 
Additional Moratorium 
 
The Amended Settlement extends the stay-out provision an additional three months from what was 
agreed to in the original Settlement. Thus, BHP shall not file any rate application for an increase in base 
rates which would go into effect prior to January 1, 2017. This addition would provide a calendar year 
test year, should BHP file for an increase at the expiration of the moratorium. 
 
RECOMMENDATION 
 
Staff recommends the Commission approve the Amended Settlement for the reasons stated above.    
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1 that are not just and reasonable or other otherwise 

2 justified and that should be rejected or modified or 

3 failed to make adjustments that are necessary to ensure 

4 that costs are adjusted reasonable. 

5 In the first category are adjustments, one, to 

6 reflect a five-year average of pension expense rather 

7 than using the expense that, in fact, was known and 

8 measurable at the time of the filing for the period 

9 12 months after the end of the historic test year. And 

10 that's what I recommend. 

11 Number two, to increase the depreciation rates 

12 expense for net negative salvage on production plant that 

13 isn't justified at this time. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

And, three, using unduly short amortization periods 

for regulatory assets. 

In my testimony I provide this table that we looked 

at previously that summarizes our recommendations in that 

first column. In the second column similar 

quantifications on those issues in the Proposed 

Settlement. And the third column would be the 

adjustments that would be necessary if you start with the 

Proposed Settlement. 

And I'd like to briefly review the largest of the 

24 issues reflected on this table and to respond to the 

25 company and Staff rebuttal testimony on some of the 
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1 and yet it shows up in the Proposed Settlement. 

2 And the same thing then with the Black Hills 

3 Utility Holding Company. The company said, well, our 

4 actual costs from the two service companies through 

5 September 30, 2014, were X and Y, and then that's what 

6 appeared in the Proposed Settlement, including the 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

$286,000 error. And we don't think any of that complies 

with South Dakota Law. 

And then also incentive compensation. Basically, 

the Settlement does have some incentive compensation 

excluded. We believe that there are additional amounts 

tied to financial performance of the company that should 

be excluded. And we'll go through all of that but 

And then pension expense, the company proposes a new 

methodology where it takes a five-year average of the 

years 2008 through -- I'm sorry. 2010 through 2014, even 

though it knew what 2014 pension expense was because that 

comes out of actuarial reports. So that not only was 

known and measurable, it was actual at the time of the 

company's filing. 

Instead it just came up with a new method. I 

22 described it as opportunistic simply because it was lower 

23 in 2014. And I don't believe the Commission should adopt 

24 the five-year average. 

25 And then, finally, I'd like to talk about 
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1 Excepting the current rate increase, do you know 

2 what those other three totalled? 

3 A. Quite frankly, not sitting here. Somebody else has 

4 my opening statement where I had that information. 

5 THE WITNESS: Oh, thanks. 

6 

7 

8 

9 

10 

A. It's about 30 percent, just for the three. 

Q. And so the rate increase that's at issue would be on 

top of that? 

A. That's right. Bring it up to about 40 percent. 

Q. I believe that I wanted to ask you a 

11 clarification question from your testimony regarding the 

12 incentive compensation. And you, if I understood it 

13 correctly, referred to BHP -- I believe it was 

14 Black Hills Power coming up with a new methodology for 

15 expenses in that area; is that correct? 

16 A. That would be pension expense. And the company 

17 proposed a five-year average rather than the 2014 actual 

18 

19 

20 

known and measurable at the time of its filing. 

new methodology. 

It's a 

Q. So when you say it's a "new methodology'' is it one 

21 that's simply new to you or new to, I guess, the field in 

22 

23 

24 

25 

which we're talking about? 

A. New to Black Hills Power. And in prior cases my 

understanding is that the company has used the test year 

amount rather than a five-year average. There may have 
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1 last issue that Ms. Collier was visiting with you about. 

2 It's my understanding in your written testimony 

3 that you referred to a normalization adjustment as 

4 ''opportunistic.'' 

5 Is that correct? 

6 

7 

8 

9 

THE WITNESS: That had to do with the pension 

expense. And the fact is that in the 2014 actuarial 

report, which is the basis for the pension expense, it 

was significantly less than in prior years. And that's 

10 not surprising, given the returns in the market. And you 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

would expect to see that reflected in pension expense. 

And that was clearly known and measurable at the 

time of the company's filing because it used that in the 

five-year average. And it was one of those situations 

where the expenses went down. 

And normally the customers would get the value 

of that. Instead, the company came up with a new 

methodology by using a five-year average. 

CHAIRMAN NELSON: Were you present this morning 

for my discussion, I think with Mr. White, where instead 

of using the word "opportunistic" I used the word ''cherry 

picked"? 

THE WITNESS: No, I wasn't here. 

CHAIRMAN NELSON: You weren't here. We had a 

good discussion about that. And I was trying to figure 
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1 out, you know, in what circumstances do they attempt to 

2 use the normalization adjustment as opposed to strictly 

3 use a number from the test year. And he talked about the 

4 fact if there were material swings in the dollar figures 

5 from year to year. 

6 And so my question for you is in what 

7 circumstances would you find a normalization adjustment 

8 appropriate? Because, obviously, you don't in this case. 

9 But where would it be appropriate? 

10 THE WITNESS: Well, the reason I don't in this 

11 case is because, you know, the market continues to go up 

12 and because that's a component of the pension expense, 

13 the return on those fund assets, then I would anticipate 

14 going forward that it would continue at lower levels, 

15 perhaps, than what we saw in 2009 and 2010 when the 

16 market was crashing. 

17 But in some other cases, for example, 

18 normalization adjustments might be appropriate if there 

19 are pay raises at the end of a historic test year that 

20 weren't fully reflected in that test year. That 

21 

22 

23 

24 

25 

certainly would be a known and measurable change. 

would want to normalize that. 

You 

If there was some anomaly, for example, storm 

costs maybe a utility incurred 20 million dollars 

worth of storm costs -- you would take that out and 
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4 

5 

6 

7 

8 

9 

10 

11 

12 

13 
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probably treat that separately. 

There may be some other examples too, but 

normally what you look for are abnormal and nonrecurring 

types of expenses, and then you either take them out 

entirely or you normalize them. 

But pension expense is a recurring expense. And 

the question is what is the appropriate level. And they 

knew what it was for 2014 based upon the actuarial report 

so it was certainly known and measurable. 

CHAIRMAN NELSON: Thank you. 

MR. SMITH: Commissioner questions. 

COMMISSIONER HANSON: I just have one. 

In Interveners' Exhibit No. 9 that was handed 

14 out during your presentation did you address each one of 

15 those items either in your prefiled or in your discussion 

16 here today? 

17 

18 

19 

20 

21 

yes. 

THE WITNESS: I did. 

COMMISSIONER HANSON: Each one of them? 

THE WITNESS: Yes. The only thing that I --

I did. Including the quantification. 

I did not address the capital structure as such 

22 or the rate of return, but I quantified the effects of 

23 it. 

24 

25 it. 

In other words, I did not -- I was agnostic on 

In other words, I didn't say yes I support it or 
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1 And I think that's the end of the inquiry as far as 

2 cost of service goes. 

3 Mr. Baron pointed out a number of what he called 

4 

5 

6 

7 

8 

9 

10 

errors in the study. In my opinion, the Commission 

probably doesn't need to issue a finding on any of those 

so-called errors in this case because they will not 

impact the apportionment of revenues. 

acknowledged that. 

And Mr. Baron just 

But we did want to point out disagreement with 

Mr. Baron on the largest single what he called error in 

11 this study, and that's the use of the minimum 

12 

13 

14 

15 

16 

distribution system. 

my testimony. 

MR. SMITH: 

THE WITNESS: 

And I discussed that at length in 

Is he loud enough for you? 

That concludes my summary. 

Q. Based on your education and experience, do you have 

17 an opinion as to whether the Settlement Stipulation 

18 results in just and reasonable rates? 

19 A. Yes, I do. And not only my education and experience 

20 but the -- my involvement in this rate case. 

21 I was involved with the Commission's in-house staff 

22 since the beginning of this rate case, since it was 

23 filed. And I watched and oversaw, in some instances, the 

24 Staff's review of, as you said, over 500 discovery 

25 requests and the hundreds of hours that the Staff devoted 
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1 to this case in identifying the issues and recommending 

2 

3 

4 

5 

6 

7 

8 

9 

alternative rate making treatments for some of the items 

claimed in the company's cost of service and revenue 

requirement. 

Those issues are all identified specifically in the 

Staff memorandum in support of the Settlement, and I 

believe there's a high level of transparency. The 

Commission can see for itself. The extent of the review 

and the resolution of what the Staff considers each 

10 issue, important issue in the case. 

11 And, yes, based on the based on the resolution 

12 that we've reached with the company, we believe that the 

13 resulting rates will be just and reasonable. 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MS. CREMER: Thank you. 

Mr. Peterson is available for 

cross-examination. 

MR. SMITH: Mr. Magnuson, please proceed. 

MR. MAGNUSON: Thank you, Mr. Smith. 

We have no questions of this witness. 

MR. SMITH: Okay. We'll go to Mr. Moratzka 

then. 

MR. MORATZKA: Just a few brief questions. 

CROSS-EXAMINATION 

BY MR. MORATZKA: 

Q. Good morning, Mr. Peterson. 
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Mr. Peterson, this is Commissioner Nelson. 

Several questions. 

1 

2 

3 

4 

5 

You have listened to the past day's worth of 

questions, and several times I've questioned this concept 

of the five-year normalization. We're seeing that with 

6 pension expenses, and I think we also see it with some 

7 

8 

9 

10 

11 

12 

13 

14 

15 

Worker's Comp costs. And in both of those cases those 

normalizations benefit the company. 

How do you know that there may not be other 

five-year normalization opportunities that would benefit 

ratepayers? 

What is your analysis process to determine if 

those opportunities are there and take advantage of 

those? 

THE WITNESS: Yeah. First of all, one is to 

16 make it clear that the company itself isn't the primary 

17 beneficiary or the only beneficiary of this normalization 

18 adjustment. 

19 The expense, the pension expense in particular 

20 that is reflected in the Settlement Agreement, reflects 

21 nearly a -- or over a $500,000 reduction in expense from 

22 the test year level. 

23 But as far as are there other opportunities 

24 for -- for normalization that may cut in the opposite 

25 direction? Yeah. There's always that possibility in any 
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1 at existing rates, therefore, a lower revenue 

2 deficiency. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

CHAIRMAN NELSON: Thank you. I see where my 

thinking was in error on that, and I appreciate your 

pointing that out. 

I think the only other question I've got, and 

this goes back to one of Mr. Moratzka's last questions 

dealing with page 19 of your testimony where we've got 

this acknowledged error, would you agree that it would be 

difficult for a Commissioner to approve a settlement that 

has a known error? 

THE WITNESS: Yeah. I could see where it places 

the Commission in an awkward position. And I can also 

state that had the Staff been aware of this error during 

15 settlement negotiations, it would have been corrected. 

16 CHAIRMAN NELSON: Thank you. 

17 

18 

19 

20 

21 

22 

23 

No further questions. 

MR. SMITH: Commissioner Fiegen. 

COMMISSIONER FIEGEN: Mr. Peterson, one 

question on your direct testimony that you provided for 

January 15, I believe it was filed. 

On page 17 of 30 you talk about incentive 

compensation. And the Commission Staff ever since I've 

24 seen them work on rate cases and what I get to see anyway 

25 is they've been pretty hard on performance based on 
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1 financial and they have taken that always out of 

2 incentive compensation and they continue to do it again. 

3 But in your testimony I can't quite tell. Could 

4 you kind of rephrase it for me because it kind of looks 

5 like you agree with Mr. Kollen on some of the 

6 characteristics that he has put in his direct testimony. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

THE WITNESS: Yes. And I think your assessment 

or understanding of my testimony is probably correct. 

The Staff raised issues with the incentive 

compensation plan the company had and the payments made 

under the plan. 

But in the end through these settlement 

discussions we agreed to exclude the 666,000 related 

specifically to financial performance. And this is the 

way that the issue has been treated for Black Hills on 

prior settlements and for all other utilities in the 

state on prior settlements. 

But yeah. I have concerns about every utility's 

incentive compensation plan, not just Black Hills. 

COMMISSIONER FIEGEN: Hello. 

I have a different mic. I now have Ms. Cremer's 

22 mic., and it's a little tricky to run over here. 

23 I still don't understand your testimony, though, 

24 on your concerns that you have with incentive pay. And 

25 you've agreed with the Staff Settlement, yet you still 
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2 incentive compensation to a very few people that are --

287 

3 that are -- by definition, exceed the plans that abide to 

4 the general body of eligible employees. I'm critical of 

5 those types of plans. 

6 So I have a lot of questions and concerns about 

7 incentive compensation plans, but in the end the 

8 trade-offs in the negotiations involving this issue and 

9 other issues, that Staff felt it best to go back to the 

10 way that we've treated incentive compensation for all of 

11 the utilities and for this utility in prior settlements 

12 and include just those related specifically to achieving 

13 financial performance goals. 

14 COMMISSIONER FIEGEN: Thank you, Mr. Peterson. 

15 Now I understand that you were talking about the utility 

16 history in general. 

17 Thank you. 

18 

19 

20 

MR. SMITH: Additional Commissioner questions. 

CHAIRMAN NELSON: 

want to follow up on that. 

Commissioner Nelson again. 

And you talked about -- I'm 

21 focused on the figure that -- I'm not sure if it's 

22 confidential or not, but the figure we talked about 

23 yesterday dealing with restrictive stock. 

24 You just mentioned a trade-off. What did the 

25 company trade off to get that? 

I 
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1 recovery of our incentive compensation as a recognized 

2 necessary cost to attract, motivate, and retain 

3 employees. 

4 

5 

6 

We also have compromised somewhat in the rate 

design. The company would prefer to have higher costs 

associated with customer charges. And so there are 

300 

7 customer benefits that are provided in the way Staff has 

8 negotiated this case. 

9 

10 

We've also compromised on certain known and 

measurable adjustments. We have amortizations that, you 

11 know, with the time value money don't have an impact 

12 financially in the company, but there were numerous 

13 changes and compromises that were made to reach that 

14 Settlement. 

15 And the Settlement recognizes that the company had 

16 certain expectations in the amount that we filed for at 

17 14.6 million dollars. We're actually compromised now 

18 down to 6.89 million dollars. Plus we've agreed to live 

19 with these rates for a two-year period of time. 

20 In addition, the energy cost adjustments was 

21 modified from what the company's initial application was 

22 to ensure that customers still had a utility interested 

23 in power marketing its profitability through that 

24 guarantee of a million dollars each year. 

25 Q. Is there anything else that you would like to 
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