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1 I>ocltct N o .  I -- - 

I'ursuant to SIICI. Chapter 49-34AI Sections 97  tlirougli 100, relating to approval of tariff 
mechanisms lbr automatic antiual adjustmcut of charges lbr ,jurisclictional costs of new 
environmental measures, 131acIi liills I'ower. Inc. ("Bl~ll'" or the "Co~iil,any") petitions the Soutli 
Ilakota l'ublic Otilitics Commission (the "Commission") li)r approval of a new tzariil'establishing 
an 1:nvironmcnlal Improvement A{jl~slment ("1,IA") pursuant to legislation enacted during the 
2007 1,egislative Session. 

SIICI, Chapter 49-34A. Sections 97 through 100, included at ikhibit A Ibr relkrcnce, autIiori;.cs 
the Coliimission to approve a tarirf mechanism Sor the al~tomatic annual adj~tsttiictit 01' cliargcs 
Tor a public utility to rccovcr the S o ~ ~ t l i  Dakota ,jurisdictional portion of cligiblc investments in 
and expenses related to tiew cnvironiiicnlal ii?casures. 'fhc statute dctincs eligible new 
environmental measul.es as any environmental improvcmcnts recluircd under thc Clean Air Act. 
tlie Clcan Water Act, or any otlicr kderal law or rule, or any state law or rule implementing a 
federiil law or rule, or voluntary cnvironmcntal measures designed to protect the environment. 

'l'his filing scclts approval of a new tariff. the IilA. In adelition. this I'ctition reclucsts 
Commission approval of associated jurisclictional costs for certain environmental cxpcnclititrcs 
set Tot111 in detail in this Petition. 'l'lic C:ompany has dcsignetl the tariff ant1 calc~tlatctl the rate 
adjustments in a manner that is consistent with S I X I ,  49-34A-517. 

'fhc Company proposes to rccovcr the annual revenue requircmcnt ibr tlie pcriotl April 1". 201 1 
through March 31''. 2012 associated with the cligiblc costs incurred. 'Slic average hill impact for 
a typical rcsidcntial clcctric customer is less tila11 2%. I'hc Company proposes to imple~ncnt the 
following rates per ItWh to he cfSectivc June 1 ;  101 1 and applied to all ItWh billed to thc 
rcspcctive c~ts to~i ier  classes ibr the twclvc months ending May 3 1 .  2012: 

I<esicicntial $O.O020!ItWh 
Small (iencral Service $0.001 j!ltWli 
1,argc (jencral Servicc and Itidustrial $0.004h/ltWli 
1,igliting $0.0027!1tWh 



'I'hc Sollowing information is provitlcd pursuant lo South Daltota Atlministrativc l i~ l l c  
20: 10: l3:26 regarding the proposed new tariSSs and cost recovery: 

13lack I l ~ l l s  Po~vcr. Inc 
625 Ninth Street 
Rapid City, SII 57701 

(2) Section and sheet number of tariff schedules; 

I31 11' proposes to acld Environmcnid Improvcmcnt Adjustment iariSSs11eet nuinber 20 to 
Section 3Cl o r  tile 13lack llilis I'ower. hlc. S o ~ ~ r h  Ilaliota Electric Itate 13ook. Isllihit 13 
tlepicts the proposed tariff shccts illat would implement this prol,osed I3A. In atldition. 
certain rate sclicdulcs in Sections 3, 3A. 313 and 4 have been ~rpdated lo rclkrcnce the cost 
ac1,justmcnt suliimary sheets (Sectio~i 3C Shect No.  I I and 11A) tliat include ilic encrgy 
cost and cnviro~imcntd improvement adjustments. 

(3) Description of the c11:inge; 

'l'his request proposes to cstablisl~ a new tariff tliat woillcl l~rovidc lor cost recovery o f  
cnvironmelital measures contcml>lated hy SIICI, 49-34A-97. f l i e  environmcnlal 
adjust~iient raic described and proposed in this liling wo~tld be ili~plemcnicd through a 
scparalc line item on customer bills. 

(4) 12eason for the change; 

I'his rcilucst pl.oposcs to implcmcnt SIlC?I, 49-34A-97 for 13111'. which is designed to 
allow timely recovery of thc jurisdictional costs of new environmental measures by 
public utilities. thus eliminating unnecessary carrying costs. 'The cnvironmcntal 
improvement pro,jcct constritctioti costs initially began to be incurrctl in late 2009 and tlic 
measures would ~ i o i  be considcrctl ~lsetl and L I S C I ~ I I  ~ ~ n t i l  tlic April 16. 201 1 in service 
date. 



(6)  Proposed rate; 

A. l'roposcd 'Tariff. 

I<xhibit I3 tlcpicts proposed tarillsheets implcmcnting this proposed I-:1A. l 'hc <:ompany 
proposes aci~iiinistcring separate l<lA ihctors for tllc residential; small general service; 
large general service anti industrial; and lighting customers' IcWh monthly billings. 

'l'hc EIA is proposed to bc made based on tlie rcvenue rccluircment of the measures being 
completed and in-service as of April 16. 201 I .  'file KIA will he calculatctl annually based 
o n  aclual IcWh retail sales for the twelve months of June through May as conipl~rcd to the 
forccastcd retail sales vol~uues, and shall i n c l ~ ~ d c  an over or under recovery i'rom prior 
years' adjustments through the Balancing Account. ]'he (lompany proposes to lile 
allnually by April 30"' of each year for ratcs effective for the twelve molitlis l'rom June Is '  
through May 3 1". 

13. 13ligible linvironmental Mcasurcs. 

13111' owns a twenty percent (20%) interest in the Wyodalc I'owcr Plant locatccl at the 
(;illcttc Energy Co~iiplex near (;illcttc. Wyoming. I'aciliCuuy, owns eighty percent (80%) 
of Wyodalc. Wyodak was built in 1977. It is comprisetl of one coal-tired boiler with a 
net gc~ierating capacity of 335 megawatts. It was ~iianul:~~cturcd by Babcoclc and Wilcos 
and equippcci with wall-lircd burners and commenced service in 1978. 

In com~~l iancc  with the Regional Ilazc Iiule (40 CPl i  51), the Wyoming llivision of Air 
Quality (WI3AQ) rcq~~i rcd  I'acifiCorp to conduct a detailed 13cst Available Retrofit 
'feclinology (13AlYf) review to analyze the cffccts to visibility in nearby Class I arcas 
IYom plant emissions, both for basclinc and for reasonable control tcclinology scenarios. 

A 13AIil' a~ialysis has heen cond~~ctct l  b r  ihc followilig criteria pollutaiits: nitrogen 
oxides ( N O ) ,  sulfilr tlioside (SO?), and particulate matter (I'M). In completing tlie 
13AIYI analysis, tcchnology alternatives wcrc investigated and potential rcdnctions in 
NOX. SO?; and PM cmissions ratcs were identified. 

'1'0 achieve the IjAR'I' SO? emissioli limit, it is necessary to rcl)lacc the electrostatic 
precipitator (liS1') with a fabric liltcr or hagliouse on the Wyodalc plant. A baghouse 
addition will also allow compliance with the pcrmittctl particulate emission limit. and 
1,rovidc adtlitional co-bendits associated with mercury removal a ~ i d  I'M emissions 
reductions. '1'0 reduce nitrogen ositlc cmissions and mcet tlie DAlif  permit r eq~i re~ i ie~ i t s ,  
low NOx burners are being installed on ilic unit. 'l'his in-f~~rnacc combustion modilication 



is designed to reduce N O s  emissions produced in the boilcr during the coal combustion 
proccss. 

'Slic p~rr11osc of this pro,jcct is to irnprove emissions rcliioval perlbrmancc and increase 
ovcnrll sull i~r dioxide removal by: 

Q Adding a new p ~ ~ l s e  jet fabric Iiltcr bagliousc to li~nctionally rcpl:~cc the existing 
I:SI', which will be abalidonecl in place; 

m I<emoving the bypass ducts around tlie spray dryer absorbers (SDA) thereby 
processing 100% ol-thc iluc gas through the existing SIIA and the new baghouse: 

r New inducccl dralt Sins arc also included ancl sized for : I I  additional pressure 
drop allowalice ibr a S ~ ~ t u r c  Selective Catalytic Reactor; 

r (;cncral reinforcing of the boiler ancl gas path arc also rcquirctl due to thc new 
induced draSt igns. 

I 'o liicct the rcquircmcnts of the 13AICT pcrmit, emissions controls to satisfy tlic new 
emission liruits must be in place hef'orc the cilcl ol-201 I .  

C.  Supl,orting Information 

'fhc Compriuy oSfcrs the Sollowing xipporting inlbrmation in accordance with SIICI, 49- 
.34A-99: 

I .  A cIescri/~/ioii of' irntl coii/es/ fi,r /he co.s/.c tniil espen.ses of' e i i~~i~~or i~ i ier i~ i~ l  
ii7ij~roveiriei?IS iii~/ii~led,fi)i. I . L ' C O V ~ I ; ~ ~ .  The descriptions of measures the Company 
bclicvcs are eligible for recovery ~111der this invironinental statute ant1 through the 
lllA are set li)rtli in Sectioli 13 above. 

2.  A .seI~et/~~Ie f i r  ii~i/~Iei~ieii/i~/ioii 01' the IIICIISLI~CS described ii i  tliis petition is as 
rollows: 'l'hc cnvironmcntai improvement construction 1,ro.jccts started in late 
2009 and will continuc until the espcctcd in-service date o f  April 16, 201 1. 'l'lic 
Wyodali plant is sclicdulcd li,r a iiilajor overhaul fior~i Marcli 5, 201 1 through 
April 15. 201 1. At this time, linal steps will be lalien lo maltc the cnvironmcntal 
nleasiircs operational when the plant is hack on-line on April 16, 201 1 .  

3 .  I'he pllhlic ~r/ili/j~',s co.s/.s tnitl e~pen,se.s,fijr /Ire.sc 11ietr.s11re.r arc iricluciccl in ixxhibit 
C . 

4. A tic.scril~/ioii of'/hc j~lihlic zi/ili!,i ',s crffi,r/.v lo e~i.rrir.e lhc loi~wsl rectso~ii~hle co.s/.s 
o r i e e r  f i r  I i7ieci.s1tre.s is included in the I'aciliCorp 13A1Yf pertnit 
application atid rcvicw set forth as 1':xhihit I). 



5 .  (.'IIICIIILII~OI~.Y 10 e.s/trhli.sh tlltrl / l ie i.tr/e t r r , ' j~rs/~ i~enl  i.s c.oii.ris/e17/ 11~ill i / l ie 1ei.iir.s of 

/l ie /t~~~iffe.s/c~hli.vhecl i17 J9-.34/J-98 arc inclutlcd in Iixliibit C. 

I>. Ilalancing Account ant1 Acco~lnling 

'fhc annual environmental improvement recovery aiiiount will include the Commission 
approved revcliLic requircmcnt net of the pro,jccted over or ~ ~ i i d e r  recovery of lhe prior 
year's approvctl recovery amount. 'l'he rnolitlily cnvironmelital improvemcnt adjustment 
revenues collectccl li.0111 rctail c ~ ~ s t o ~ ~ i e r s  will he c o m ~ ~ a r c d  to tile iiioiithly proration of the 
approved recovery an~oiint and the difl'crclxcc will be rccorded to a 13alitncing Account. 
'flie pro.jcctccl May 3 I s '  tbalancc of this 13alancing A c c o ~ ~ n t  will bc ~ i scd  in the calculation 
of the licxt year's annual environmental improvement recovery :uiio~lnt for Commission 
approval. I'hc 13alancing Acconnt aliiount shall have interest appliccl or crcdited ~iiontlily 
at the annual rate of seven percent (7%). 

, Cost Recovery 

1 .  Summary 

, ~ 

I<xhihit C provides support h r  the proposeci 1 . M  rate. Ihis inli~rmalion is 
su~iimarizcd as k)llows: 

Projecl cxpclise summnrics are 1,rovidcd on Schedulc C-3 Rate l a s e  and 
S c h c d ~ ~ l e  C:-5 I>cl>rretl 'I'ax Adjustment. Monthly a c t ~ ~ a l  pro.jcct 
expenditures incurred through Decciiiber 2010 for the two projects arc 
iiicludcd in Sclicclule C>-6 Monthly I'ro,jcct Cost I>etail. 

'The aiiliual revenue recluircmcnt for each April I"  tlirough cach March 
31" to be rccovcrcd ~indcr  tlic I:II\ rate from South Dakota electric 
custoniers for tlic Wyodak ciivironrncntal iiii~,rovemciit pro,jccts is 
provitled in S c h e d ~ ~ l c  C-2 C:ost of  Service. Aclditional s ~ ~ j ~ p o r t  li)r the 
components of the costs of service calculation is included in Scliedulc C-3 
Rate Uase, Schedule C:-4 Operating Lkpcnscs ant1 'faxes and Scheclulc C-5 
llcfcrrcd Tax Adjustment. 

' fhc calculation for the I(nvironmcntal Improvement Adjustment rate for 
the period June I .  201 1 through May 3 I .  201 2 is provided in Schedulc C-I 
Cost Recovery Itate Calc~llation and is also shown below. 



'l'he Company's IXIA ratc dcsign Lhr tlic pcriod S~lnc 1 ,  201 1 through May 3 1. 2012 is 
the calcnlatccl annual rcvcnuc requirement plus a one-time ac\justment to 
acco~llmodatc the pcriod li.om the in-service tlatc of April 1. 201 1 t h ro~~gh  April 15, 
201 1 .  'l'his revenue requircmcnt is then allocated bascd on production callacity 
aliocators by custo~ncr class and then divided by the ihrccastcd kWh k)r lulic 1 .  201 1 
tlirough May 3 1 .  201 2. l'his calc~~lation is shown o n  Schcdule C-I . 

Based on this rate dcsign, we propose the Sollowiilg 1:IA rate: 

Iiatc/lc Wli 
licsidential $0.0020 
S111all <;enera1 Scrvicc $0.001 5 
1,arge General Service and Industrial $0.0046 
1,igliting $0.0027 

3. 1:nvironmcntal Improvement Adjustment I i cvcn~~c  R c q ~ ~ i r c ~ u c i ~ t s  

'l'lic annual rcvetluc rciluircli~ent support is suliimarized in Schedule C-2 (lost of 
Scrvicc. In addition to the direct project costs. currellt and clclkrrcd fcde~al taxes, 
boolc depreciation, and property tilxes arc includcd in the rcvcnue rcc~uirement. 'l'hc 
Sedcral tax calculations incorporate current bonus clcpreciation legislation. I'hc 
a n n ~ ~ a l  rcvcnue requirement is $3,305,226. As stated above, there is a one-time 
adji~stmcnt to tliis rcvcnuc rccluircmcnt in the first ycar to accommodate Lhc pcriod 
liom tlic in-service date ol' April 1, 201 1 thro~~gl i  April 15, 201 1 .  With tliis 
adiustmcnt the lirst ycar rcvenuc rcquireruent recovery is $3,072,704. 

'She overall cost of capital to he useci in the l:IA rcvcnuc rcquircmeilt calculation was 
dctcrnminecl in the Commission's Order in I>ockct No. I:1,09-018. lllack I~Iills I'ower's 
most reccnt rate case. liro,ject costs and the rcvcnuc rcquircmcnt arc allocated to the 
State of Sonth Dakota retail jurisdiction ancl customer classes bascd on Lhc san?c 
production capacity alloc21tor used in the lilost reccnt approved rate case. 

A trLie-LI1, for the pro,jcctetl diffcrcnce bctwccn the rcvcnucs received from ci~sto~iicrs 

and actual rcvenuc recluircment will be includcd in the April 30. 2012 liling. Any 
resulting over or ~ ~ n d c r  recovery liom customers will he reilccted as a carry over 
balance horn the prior pcriod and incorporated i11 determining the J ~ m e  1, 2012 
through May 3 I .  201 3 lilA ratc. 'I'llis annual true-up atid related review will serve to 

6 



terminate recovery once costs and expenses have been Si~lly recovered or are rdlccted 
in gcncral rates. 

(7) I'roposed effcclive date of niotlified rate; 

'l'hc C:o~iipany proposes Lliis new taril'fwould he cSScctivc June 1 .  201 1 .  

(8) Approsimt~tion of i i n n ~ ~ a l   mount of increase in revenue; 

Schcdulc C-1 shows the total first year reveliue recluirement to be recovcred in the ali~ounl oS 
$3,072,704. IS approved, this amount wo~lld be passccl on to customers li.om June 1,  201 1 
through May 3 1 .  2012. 

'l'hc proposed lariSfwoulcl he applicable to all arcas scrvcd hy 13111' iri South 1)alcota. 

(10) Estimation of the number of customers whose cost of service will be affected ancl 
;~nnc~al  a~nounts  of either increases or  decreases, or  both, in cost of servicc to those 
enstorners; 

.,.i1is . a1111 .' - ' 1s proposed to he applictl to all cus~omers t l i ro~~gl io~~t  all custo~iicr classes as 
described within the liling. 13111' presently serves approsimatcly 64,000 customers in 
Western South L>al<ota. 

(11) Statement of facts, expert opinions, tlocuments, ant1 exliibils to sopport the 
proposed cliaogcs; 

l'lcasc scc 1:xliihits attached. 

I'lzuinecl Customcr Notice 

In adtlition. tlie Company plans to provide notice to customcrs rcgardilig incl~ision ol'tliis cost o n  
their ~iionthiy electric bill in accordance with Soutii Ilaltota Admiriistrativc li i~le 20:lO: l3:10. 
'flic following is proposed la~igili~gc to be included as a noticc i l l  tlic customers' bill the month 
tlie liIA Sictor is implemented: 



"'I'hc l:,nvironrncntal Improvement A?justment rccovcrs the costs and expc~-rses of 
environmental iiicasurcs taken by Black I lills I'ower. Additional information regarding this 
A?j~~st~i icnt  iiiay be ohtainctl by visiting www.hlacliliillspower.co~~~ or calling 1-800-742-8948 
and rcfcrencc the 131acl< I lills I'owcr I:nviron~ncntal In~provcmcnt A(i,j~~stmcnt." 

We will work with the Commission StalT to determine il'tlicrc are atiy suggcstiotis to modiSy this 
notice. 



Company Contacts 

The Company will be represented in this proceeding by the following persons. Correspondence 
regarding this proceeding should be directed to the following: 

Chris Kilpatrick 
Director of Rates - Electric Regulation 
625 Ninth Street 
P.O. Box 1400 
Rapid City, SD 57701 
605-721-2748 
Chris.Kilvatrick@blackhillscom.com 

Jan Kirsch 
Rate Analyst 
625 Ninth Street 
P.O. Box 1400 
Rapid City, SD 57701 
605-721-1208 
Jan.Kirsch@blackhillscom.com 

Glynda Rahn 
Corporate Attorney 
625 Ninth Street 
P.O. Box 1400 
Rapid City, SD 57701 
605-721-2439 
Glvnda.Rahn@blackhillscom.com 

Conclusion 

Black Hills Power respectfully requests that the Commission approve the proposed tariff and 
environmental cost recovery mechanism described in this filing. 

Dated January 25,201 1 

Black Hills Power. Inc. 

By: 

Director of ~ a t d  




