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The Honorable Kimberly D. Bose, Secretary
Federal Energy Regulatory Commission

888 First Street, NE

Washington, DC 20426

Re:  Black Hills Power, Inc.
Docket No. EL14-71-000
Compliance Filing Revising Attachment H Formula Rate Protocols

Dear Secretary Bose:

Pursuant to the F ederal Energy Regulatory Commission’s (“Commission™) July 17,
2014 order in this proceeding,’ Black Hills Power, Inc. (“Black Hilis Power™) hereby files to
revise the formula rate protocols on file with the Commission as part of Attachment H to the
Joint Open Access Transmission Tariff of Black Hills Power, Basin Electric Power
Cooperative, and Powder River Energy Corporation (“Joint Tariff”). Black Hills Power _
requests that the Commission accept the proposed revisions to the Joint Tariff effective as of
January 1, 2015. Upon acceptance by the Commission, the formula rate protocols will be
implemented only by Black Hills Power because they do not apply to the other transmission -
service providers under the Joint Tariff.

To comply with Order No. 714,% Black Hills Power submits for filing the revised
formula rate protocols under Attachment H to the Joint Tariff in RTF format with attached
metadata to appear in the eTariff Public Viewer as the Tariff Record. In addition, Black Hills
Power is submitting clean and marked up cop1es of the revised formula rate protocols for
publication in eLibrary.

! Black Hills Power, Inc., 148 FERC 1 61,035 (2014) (*July 2014 Order™).
? Electronic Tariff Filings, Order No. 714, FERC Stats. & Regs. 131,276 (2008).
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I. COMPLIANCE FILING

In the July 2014 Order, the Commission, pursuant to Section 206 of the Federal
Power Act (“FPA™),’ found that Black Hills Power’s formula rate protocols under
Attachment H to the Joint Tariff “appear to be unjust, unreasonable, unduly discriminatory or
preferential, or otherwise unlawful,” and directed Black Hills Power, as the Joint Tariff -
administrator, to file revisions to the Black Hills Power formula rate protocols or to show
cause why Black Hills Power should not be required to do so.* Specifically, the Commission
found that Black Hills Power’s formula rate protocols may be deficient in three areas:
(1) scope of participation (7.e., who can participate in the information exchange); (2) the
transparency of the information exchange (i.e., what is exchanged); and (3) the ability to
challenge Black Hills Power’s implementation of its formula rate as a result of the
information exchange (i.e., how parties may resolve their potential dispute).’

The July 2014 Order directed Black Hills Power to revise its formula rate protocols to
provide: (1) “all interested parties and the Commission access to information regarding
annual updates as provided by the MISO Investigation Order and the MISO Compliance
Order”;” (2) “interested parties the information necessary to understand and evaluate the
implementation of the formula rate for both the correctness of inputs and calculations, and
the reasonableness and prudence of the costs to be recovered in the formulia rate, as provided
by the MISO Investigation Order and MISO Compliance Order,”” including a requirement
that Black Hills Power “notify any interested party, through an email distribution list, of its
postings related to the annual updates and, if appropriate, true-up adjustments™;® and (3)
“specific procedures for challenges . . . sufficient to ensure that {ransmission customers pay
just and reasonabile rates as provided by the MISO Investigation Order and MISO
Compliance Order.”™ As further discussed below, Black Hills Power respectfully requests
that the Commission conclude that Black Hills Power’s proposed revisions to its formula rate
protocols under Attachment H to the Joint Tariff fully comply with the July 2014 Order’s
directives, and are consistent with the Commission’s guidance provided in the MISO
Investigation Order and the MISO Compliance Order.

316 US.C. § 824 (2012).

4 July 2014 Order at P 29.

> Id. P 10.

S Id. P 13 (referencing Midwest Indep. Transmission Sys. Operator, Inc., 139 FERC 161,127
(2012), order on investigation, 143 FERC ¥ 61,149 (2013) (“MISO Investigation Order™),
order on reh’g, 146 FERC Y 61,209 (2014), order on compliance, 146 FERC 1 61,212 (2014)
(“MISO Compliance Order™)).

71d. P24,

SId P 19.

?Id. P 28.
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A. Scope of Participation

Section 11.6 of the proposed formula rate protocols broadly defines an “Interested
Party™ as “includ[ing], but is not limited to, customers under the Joint Tariff, state utility
regulatory commissions, consumer advocacy agencies, and state attorneys general.”'® This
definition adopts the same language that the Commission directed Midcontinent Independent
System Operator, Inc. (“MISO”) and the MISO transmission owners to use in their formula
rate protocols.'’ Also, consistent with the MISO Compliance Order’s findings, the proposed
formula rate protocols require Black Hills Power to submit an annual informational filing
with Commission to provide the Commission with access to information regarding Black
Hills Power’s annual update of its formula rate.” In addition, the broad definition of an
Interested Party contained in the formula rate protocols would permit Commission staff, if so
desired, to participate in Black Hills Power’s annual updaies and true-up processes.”
Accordingly, Black Hills Power respectfully requests that the Commission accept the
proposed formula rate protocols for filing after concluding that they are fully compliant with
the July 2014 Order’s directive “to revise [the Black Hills Power| formula rate protocols to
provide all interested parties and the Commission access to information regarding annual
updates as provided by the MISO Tnvestigation Order and the MISO Compliance Order.”"* _

B. Transparency

Black Hills Power’s proposed formula rate protocols provide robust, detailed
procedures for, among other things: (1) annually posting Black Hills Power’s projected net
revenue requirement and annual true-up on its website and its Open Access Same-Time
Information System (“OASIS”); (2) holding annual open meetings with Interested Parties
concerning Black Hills Power’s projected net revenue requirement and annual true-up; (3) —
exchanging information through service of information and document requests on Black :
Hills Power; (4) calculating Black Hills Power’s annual true-up adjustiment; and (5) annually
submitting an informational filing with the Commission of Black Hills Power’s formula rate
update, concerning both its projected net revenue requirement and annual true-up. These
procedures, as shown below, should allow the Commission to conclude that Interested Parties
and the Commission will have access to “the information necessary to understand and
evaluate the implementation of the [Black Hills Power] formula rate for either the correctness

10 Attachment A § IL6.
U MISO Investigation Order at P 34 (directing “MISO and the MISQ transmission owners to

revise the formula rate protocols to include all interested parties in information exchange and
review processes, including but not exclusive to customers under the Tariff, state utility .
regulatory commissions, consumer advocacy agencies, and state attorney generals.”); see
also MISO Compliance Order at P 18 (accepting without modification or condition MISQ’s
and the MISO transmission owners’ proposal to define an Interested Party as “includ[ing],
but is not limited to, customers under the Tariff, state regulatory commissions, OMS,
consumer advocacy agencies, and state attorneys general.”).

12 Attachment A § V.

13 MISO Compliance Order at P 19.

' July 2014 Order at P 13.
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of inputs and calculations, or the reasonableness of the costs to be recovered in the formula
rate”’ and, thus, provide the requisite level of transparency that the Commission sought in its
July 2014 Order.

i. Annual True-Up and Projected Net Revenue Requirement

Section 11 of the proposed formula rate protocols covers, among other things, the
requirements and procedures for: (1) posting both Black Hills Power’s actual net revenue
requirement and true-up adjustment (collectively, “Annual True-Up™), and Black Hills
Power’s projected net revenue requirement on its website and QOASIS; (2) extending posting
deadlines in the event that the date for posting falls on a weekend or holiday; and (3) holding
annual open meetings with Interested Parties.

Consistent with the Commission’s directives in the MISO Investigation Order and the
MISO Compliance Order, Sections II.1 and I1.2 of the proposed formula rate protocols
require Black Hills Power to annually post its Annual True-Up and projected net revenue
requirement on Black Hills Power’s website and OASIS.*® To fulfill these posting
requirements and to avoid possible mismatching information being posted on Black Hills —
Power’s website and OASIS, Black Hills Power plans to post the required informiation in its
entirety on its website while providing a direct link to this information on the QASIS.
Sections II.1 and I1.2 also require Black Hills Power to provide notice to Interested Parties
via an email exploder list within 10 days of posting its Annual True-Up and projected net
revenue requirement.’” Interested Parties will be able to subscribe to the exploder list on the

Black Hills Power website.

The deadlines for posting Black Hills Power’s Annual True-Up and projected net .
revenue requirement set forth under Sections 11.1 and I1.2 are extended to the next business -
day, pursuant to Section I1.3 of the formula rate protocols, if the date for posting falls on a ’
weekend or a holiday recognized by the Comimission. However, in accordance with the
MISO Compliance Order, Section I1.3 of the proposed formula rate protocols provides that
any delay in the publication dates—determined by the date that each the Annual True-Up and
the projected net revenue requirement are posted on Black Hills Power’s website and
OASIS—will result in an equivalent extension of the deadline to submit information and
document requests set forth in Section I of the proposed formula rate protocols.18

In accordance with the MISO Investigation Order, Section 1.4 and I1.5 of the
proposed formula rate protocols set forth the requirements on the contents of Black Hills
Power’s annual posts of its Annual True-Up and projected net revenue requirement,
including disclosure of any accounting change during the service year that affects inputs to

1% Id. P 14; see also MISO Investigation Order at P 83; MISO Compliance Order at P 67.
16 See MISO Investigation Order at P 86; see also MISO Compliance Order at PP 59, 62.
7 See July 2014 Order at P 19; accord MISO Compliance Order at P 59.

8 See MISO Compliance Order at P 61.
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the formula rate or the resulting charges billed under the formula rate, on its website and
OASIS set forth in Sections IT.1 and I1.2."

Consistent with the MISO Investigation Order, Sections IL.6 and I1.7 require Black
Hills Power to hold two open meetings with Interested Parties annually—one for the Annual
True-Up and the other for the projected net revenue requirement.® As set forth in the
proposed formula rate protocols, these annual open meetings will allow: (1) Black Hills
Power an opportunity to explain and clarify its Annual True-Up and projected net revenue
requirement posted on its website and OASIS; and (2) Interested Parties an opportunity to
seek additional information and clarifications from Black Hills Power about its Annual True-
Up and projected net revenue requirement posted on its website and OASIS* In accordance
with the MISO Compliance Order, Black Hills Power must provide notice, via an email
exploder list, of the annual open meetings to Interested Parties no less than seven days prior

to holding such meetings.”

Because Black Hills Power does not have any existing or proposed transmission
projects that utilize a regional cost sharing mechanism, the proposed formula rate protocols
do not include language requiring a joint informational meeting be held by transmission
owners as the Commission directed in the MISO Compliance Order.”® Black Hills Power is
participatin4g in WestConnect and will participate in the WestConnect cost allocation
proposals.®® In the event that Black Hills Power’s participation in WestConnect, or any other
regional cost sharing mechanism that may be developed, results in cost recovery of
transmission projects under Attachment H to the Joint Tariff that utilize a regional cost
sharing mechanism, Black Hills Power commits that it will amend the formula rate protocols
in a future FPA Section 205 filing to include a requirement that Black Hills Power will hold a
joint informational meeting with the other transmission owners utilizing such a regional cost
sharing mechanism with Black Hills Power to allow Interested Parties the opportunity to
understand how those transmission owners are implementing their formula rates for cost
recovery of such projects.

ii. Information Exchange Procedures

Consistent with the MISO Investigation Order, the proposed formula rate protocols
provide Interested Parties with adequate time to review the information posted on Black Hills
Power’s website and OASIS and to serve reasonable information and document requests on

P See MISO Investigation Order at PP 86-87 & accompanying notes; see also MISO
Compliance Order at PP 65-66.

20 See MISO Investigation Order at P 86.

2L Attachment A §§ 11.6-7.

2 Id ; see also MISO Compliance Order at P 59.

3 See MISO Compliance Order at P 59.
% See Pub. Serv. Co. of Colo., 142 FERC ¥ 61,206 (2013); see also Black Hills Power, Inc.,

Compliance Filing, Docket No. ER13-96-002 (filed Sept. 20, 2013).
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Black Hills Power.” Specifically, Sections III.1 and TI1.2 provide Interested Parties two
months to review both the Annual True-Up and projected net revenue requirement posted on
Black Hills Power’s website and QOASIS, and to serve reasonable information and document
requests on Black Hills Power. Similar to the extension permitted under Section 1.3,
Sections ITI.1 and III.2 extend the deadline to serve information and document requests to the
next business day if the deadline falls on a weekend or a holiday recognized by the
Commission. In accordance with the MISO Compliance Order, the proposed formula rate
protocols adopt the same seven categorical limitations on the types of information and
documents that can be requested under the information exchange procedures,?

Section 111.3 of the proposed formula rate protocols requires Black Hills Power to
make a good faith effort to respond to information and document requests, submitted by
Interested Parties in accordance with Sections IT1.1 and III.2, within 15 business days;
however, Black Hills Power shall have no longer than September 1 and December 31 to
respond to information and document requests submitted during the Annual True-Up review
period and projected net revenue requirement review period, respectively. The Commission
accepted the same “good faith effort” to respond within 15 business days with a similar cut-
off response date in the MISO Compliance Order.”’ .

Black Hills Power’s currently effective formula rate protocols require Black Hills
Power to post information regarding frequently asked questions on the OASIS explaining the
True-Up Adjustment and responses to customer inquiries. To improve the level of
transparency with Interested Parties, Section II1.4 of the proposed formula rate protocols
requires Black Hills Power to post all information and document requests with Black Hills -
Power’s responses to such requests on its website and OASIS, provided that the responses do
not include material deemed by Black Hills Power to be privileged and/or confidential. If
Black Hills Power deems responsive material to be privileged and/or confidential, such
information will not be publicly posted but Black Hills Power will provide confidential
information to requesting parties provided that a confidentiality agreement is executed by
Black Hills Power and the requesting party. Further, Section IV.7 (part of the Challenge
Procedures discussed below) requires that Black Hills Power post on its website and QASIS
all Informal Challenges from Interested Parties and Black Hills Power’s response(s) to any
such Informal Challenges, subject to the same provision in Section II1.4 regarding privileged
and/or confidential information.*®

In accordance with the MISO Compliance Order, Section II1.5 of the proposed
formula rate protocols precludes Black Hills Power from withholding responsive information
to an information or document request under a claim of any settlement privilege in any

% See MISO Investigation Order at PP 89-91.
*# MISO Compliance Order at P 67 (finding the six inquiry categories limiting information
and document requests proposed by the MISO transmission owners to be reasonable, and
directing an additional seventh category be added).

> 1d. P 60. ‘

* dccord id. PP 114, 116.
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subsequent Commission proceeding addressing Black Hills Power’s Annual True-Up or
projected net revenue requirement.

iii. Calculating True-Up Adjustment and Changes to True-Up
Adjustment or Projected Net Revenue Requirement Procedures

Sections VI and VII of the proposed formula rate protocols set forth the specific
procedures for calculating the True-Up Adjustment and for reflecting changes to the True-Up
Adjustment and projected net revenue requirement made afier the publication dates.
Specifically, Section VI of the proposed formula rate protocols provides the procedures for
annually calculating the True-Up Adjustment and calculating interest on any over or under
recovery due to the difference between the actual versus projected net revenue requirement.”
Further, consistent with Black Hills Power’s formula rate template, under the proposed
formula rate protocols, the True-Up Adjustment would be paid in full in July of each year.”!

Section VII of the proposed formula rate protocols addresses potential situations
where Black Hills Power’s projected net revenue requirement or Annual True-Up is changed
- or adjusted after the publication dates. Similar to the posting procedures set forth in Section —
11, Section VII of the proposed formula rate protocols would require Black Hills Power to
post any changes or adjustments to the True-Up Adjustment or the projected net revenue
requirement on its website and OASIS and, within 10 days of posting any such change or
adjustment, provide notice to Interested Parties of such posting via an email exploder.
Regarding changes to the True-Up Adjustment, because Black Hills Power’s formula rate
template does not carry forward the True-Up Adjustment into the next projected net revenue
requirement, Section VIL1 requires any resulting change in Black Hills Power’s True-Up
Adjustment to be paid in full within 30 calendar days of the date that any such change or
adjustment is posted to Black Hills Power’s website and OASIS, or in accordance with any
Commission order. Interest on the adjusted amount will be calculated in accordance with the
same procedures set forth in Section VL3 for the True-Up Adjustment or as the Commission

may otherwise order.

g

TR

To minimize the burden on both Black Hills Power and its customers in connection
with changes to the projected net revenue requirement made after the Projected Rate
Publication Date but before January 15, Black Hills Power plans to reflect those changes in
the projected net revenue requirement invoiced to customers.”* For changes made to the
projected net revenue requirement after January 15, Black Hills Power will reflect the
changes in invoices to be delivered no later than 30 days from the date of posting any such
change to the Black Hills Power’s website and OASIS, or in accord with any Commission
order.** Pursuant to Section VII 2 of the proposed formula rate protocols, Black Hills Power

> Jd P 68.

3 Attachment A §§ VI.1, VL3.
3U7d § VI.2.

21§ VIL2.

33 Id
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will re-invoice customers on any invoices delivered to customers that did not reflect any such
changes or adjustments to the projected net revenue requirement made after January 135,
which will include an interest calculation outlined in Section V1.3 of the proposed formula
rate protocols or as the Commission may otherwise order.

iv. Informational Filings

Black Hills Power’s currently effective formula rate protocols do not provide a
provision requiring Black Hills Power to make annual informational filings with the
Commission. In accordance with the MISO Investigation Order and the MISO Compliance
Order, Black Hills Power proposes to include such a requirement in its proposed formula rate
protocols.** Section V of the proposed formula rate protocols requires Black Iills Power to
file by March 1 of each year an informational filing of its projected net revenue requirement
and Annual True-Up in connection with the postings performed in accordance with Section 11
of the proposed formula rate protocols during the prior year. The deadline for filing the
informational filing with the Commission provides a reasonable amount of time
(approximately six weeks) after all Informal Challenges are due, which are discussed below,
in which Black Hills Power and a challenging party can seek to resolve any dispute that may
arise regarding Black Hills Power’s formula rate updates.

Consistent with the MISO Investigation Order and the MISO Compliance Order,
Section V.1 of the proposed formula rate protocols requires Black Hills Power to “include
the information that is reasonably necessary to determine: (1) that input data under the
formula rate are properly recorded in any underlying workpapers; (2) that Black Hills Power
has properly applied the formula rate and these procedures; (3) the accuracy of data and the
consistency with the formula rate of the net revenue requirement and rates under review; (4)
the extent of accounting changes that aftect formula rate inputs; and (5) the reasonableness of
projected costs.”®® Further, consistent with the July 17, 2014 Staff’s Guidance on Formula
Rate Updates, Section V.1 requires Black Hills Power to include the formula rate template
and underlying workpapers in native format fully populated and with formulas intact when
submitting its annual informational filing with the Commission. As required by Section V.1,
Black Hills Power will describe any corrections or adjustments made to the Annual True-Up
or projected net revenue requirement made during the period between the publication dates
and the filing date of the informational filing with the Commission.® Pursuant to the MISO
Compliance Order, the proposed formula rate protocols require that Black Hills Power
provide notice of its informationa! filing to Interested Parties via an email exploder list and
by posting the docket number assigned to Black Hills Power’s informational ﬁlmg on its
website and OASIS within five days of such filing.*’

3 See MISO Investigation Order at P 92; MISO Compliance Order at P 71.

3 Attachment A § V.1; see also MISO Investigation Order at P 92; MISO Compliance Order
atP 62.

3 dccord MISO Investigation Order at P 92.

7 Attachment A § V.1; see also MISO Compliance Order at P 71.
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C. Challenge Procedures

Black Hills Power’s currently effective formula rate protocols do not contain
procedures for interested parties to challenge Black Hills Power’s implementation of its
formula rate. In accordance with the July 2014 Order, the MISO Investigation Order, and the
MISO Compliance Order, Black Hills Power proposes to include straightforward and well
defined challenge procedures to afford Interested Parties the opportunity to raise informal
challenges for a reasonable period of time after Black Hills Power posts its Annual True-Up
and projected net revenue requirement pursuant to Section 11 of the proposed formula rate
protocols, and to raise formal challenges with the Commission in the event that parties are
unable to resolve any g}otential dispute raised by Interested Parties under the informal

challenge procedures.

Specifically, the proposed formula rate protocols provide Interested Parties
approximately three-and-a-half months to review and submit informal, written challenges
regarding Black Hills Power’s Annual True-Up and projected net revenue requirement.”
Consistent with the guidance in the MISO Compliance Order, the deadlines to notify Black
Hills Power of any Informal Challenge under Sections IV.1 and IV.2 (i.e., September 15 for —
the Annual True-Up, and January 15 for the projected net revenue requirement) follow Black
Hills Power’s deadlines to provide Interested Parties responses to all information and
document requests under Section IT1.3 (i.e., September 1 for the Annual True-Up, and
December 31 for the projected net revenue requirement) by approximately 15 days."
Further, consistent with the other proposed deadlines in the proposed formula rate protocols,
Sections IV.1 and IV.2 extend the review periods to the next business day if a deadline for
submitting informal, written challenges falls on a weekend or a holiday recognized by the —

Commission.

Section IV.6 of the proposed formula rate protocols adopts the seven-factor limitation
governing the range of issues that Interested Parties may raise through Informal and Formal
Challenges that the Commission directed in the MISO Compliance Order.*! This seven-
factor limitation proposed by Black Hills Power balances the ability of interested parties to
participate in Black Hills Power’s update or true-up process with the need to avoid exposing
Black Hills Power to challenges regarding irrelevant issues.*

Section I'V.4 of the proposed formula rate protocols provides the procedures relating
to Informal Challenges, which are subject to the limitations under Section IV.6. In
accordance with the MISO Investigation Order, Section IV .4 requires Black Hills Power to
appoint a senior representative to work with the party (or its representative) submitting the

3 See Attachment A § IV; MISO Investigation Order at P 118; MISO Compliance Order at P _

103.
% Attachment A §§ IV.1-2.

" Accord MISO Compliance Order at P 104.
“1 1d. PP 106-107.

2 See id. P 106.
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Informal Challenge toward a resolution of the dispute.® Furthermore, Section IV.6 permits
Black Hills Power to request the appointment of a Comumission Administrative Law Judge
that is mutually acceptable to the challenging party to facilitate discussions in order to
attempt to resolve the dispute.** Consistent with the MISO Compliance Order, Section IV .4
requires Black Hills Power to make a good faith effort to respond to any Informal Challenge
with 20 business days, but also requires that Black Hills Power respond to Informal
Challenges by October 15 for the Annual True-Up, and by February 15 for the projected net
revenue requlrement > Black Hills Power’s response deadline to Informal Challenges afford
Interested Parties a reasonable time to prepare and file Formal Challenges with the
Commission on March 13, which is two weeks after Black Hills Power’s Informational
Filing discussed above.”® Pursuant to Section TV.8 of the proposed formula rate protocols,
Interested Parties that choose to file a Formal Challenge with the Commission regarding
Black Hills Power’s formula rate implementation shall file such challenges in the same
docket as Black Hills Power s Informational Filing discussed in Section V of the proposed

formula rate protocols.””

 Section IV.5 of the proposed formula rate protocols governs the requirements for
filing a Formal Challenge at the Commission. These requirements are in accordance with the
Commission’s guidance that formula rate protocols must: “(I) make clear that formal
challenges are filed pursuant to the proposed protocols, rather than Rule 206, and (2) detail
specifically the filing requirements that an interested party must satisfy in submitting a
formal challenge to the Commission.”

Section 1V.3 provides, in part, that “[f]ailure to pursue an issue through an Informal
Challenge or to lodge a Formal Challenge within the timelines provided in these protocols
regarding any issue as fo a given Annual True-Up or projected net revenue requirement shall
bar pursuit of such issue with respect to that Annual True-Up or projected net revenue
requirement.”® Similarly, Section IV.8 states, in part, that “[a] party may not pursue a
Formal Challenge if that party did not submit an Informal Challenge during the applicable
True-Up Review Period or Projected Rate Review Period.™” The language in these Sections
are consistent with the Commission’s finding in the MISO Compliance Order wherein the
Commission stated “while we are rejecting the proposal to prohibit interested parties from
raising any issue in a formal challenge that was not previously raised in the course of that
party’s informal challenge, we retain the requirement that an interested party submit an
informal challenge in order to be able to raise any issue in a formal challenge, as this will

3 See MISO Investigation Order at P 119.

“ Accord id, P 122.

* See MISO Compliance Order at P 105.
4 See Attachment A § IV.8.

*7 Accord MISO Compliance Order at P 113.
®Id P12

“ Attachment A §§IV.3.

014 §1IV.8.
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encourage interested parties to actively engage throughout the process.” However, Section

IV.10 clarifies that the informal and formal challenge process does not deny interested parties
their statutory right to file a separate complaint pursuant to Section 206 of the F PA.?

Finally, Sections IV.11 and IV.12 of the proposed formula rate protocols clarify that
the any modification to the formula rate itself will require, as applicable, an FPA Section 205
or Section 206 filing; however, any interested party secking changes to the application of the .
formula rate shall first raise the matter with Black Hills Power in accordance with the
challenge procedures set forth in the proposed formula rate protocols.

IL. CONTENTS OF THE FILING

In addition to this transmittal letter, this filing consist of’

_ e Revised Attachment H to the Joint Tariff in RTF format with attached
metadata to appear in the eTariff Public Viewer as the Tariff Record,

e A clean copy of revised Attachment H to the Joint Tariff in PDF format for
publication in eLibrary (Attachment A); and

¢ A marked up copy of revised Attachment H to the Joint Tariff in PDF format
for publication in eLibrary (Attachment B). ,

[IL.EFFECTIVE DATE

Consistent with the Commission’s notice requirements,” Black Iills Power requests
an effective date of January 1, 2015 for the proposed formula rate protocols. The requested
January 1, 2015 effective date coincides with the start of the next service year under the
formula rate, which runs from the beginning of January through the end of December. With

“a January 1, 2015 effective date, the proposed formula rate protocols will be applicable for
Black Hills Power’s next scheduled Annual True-Up, which will take place on June 1,

2015.%

Given Black Hills Power’s current annual rate update process and the time required
for the Information Exchange Procedures and Challenge Procedures, it will not be possible to
implement the formula rate protocols prior to that date. For example, if the Commission
issues an order within sixty days of this filing (e.g., by November 12, 2014), all procedural
dates provided in the proposed formula rate protocols, from which all requirements are

SUMISO Compliance Order at P 109 (emphasis in original).
%2 Id. PP 109-110.

5318 C.F.R. § 35.3(a)(1) (2014).

> See Attachment A § IL1.
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timed, would have passed. Therefore, it would be impossible to apply the procedures and
deadlines in the new protocols, as proposed, prior to the Annual True-Up scheduled to occur
June 1, 2015. In addition, because the informational filing will be made after the end of the
time period allowed for Interested Parties to review the updates and for Black Hills Power to
respond to information and document requests, Black Hills Power notes that the first
informational filing will not be submitted until March 1, 2016.

Based on the foregoing reasons, the January 1, 2015 requested effective date is |
appropriate.” ‘ :

IV.SERVICE

Black Hills Power has served a copy of this filing, including attachments, to Black
Hills Power’s customers under the Joint Tariff, Basin Electric Power Cooperative, Powder
River Energy Corporation, the South Dakota Public Utilities Commission, and the Wyoming
Public Service Commission. In addition, this filing has been posted electronically on Black
Hills Power’s website at http://www.blackhillspower.com/your-neighborhood/transmission-
distribution.

V. CONCLUSION

For the foregoing reasons, Black Hills Power respectfully requests that the
Commission accept these revised formula rate protocols under Attachment H to the Joint
Tariff as fully compliant with the July 2014 Order without modification or condition,

effective January 1, 2015.

Respectfully submitted,

/s/ Catherine P. McCarthy
Catherine P. McCarthy
Blake R. Urban

Counsel to Black Hills Corporation

% Accord MISO Compliance Order at PP 126-128 (conditionally accepting MISO’s and the
MISO transmission owners’ proposed formula rate protocols with a prospective effective
date of January 1, 2014).
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ATTACHMENTH

MONTHLY NETWORK TRANSMISSION REVENUE REQUIREMENT FOR
TRANSMISSION SERVICE ON THE AC TRANSMISSION SYSTEM

The Annual Transmission Cost for Transmission Service on the AC Transmission System
is:

a Black Hills Component: Annual Transmission Revenue
: Requirement as determined pursuant to the
formula set forth in this Attachment H

b. Basin Electric Component:  $16,482,130
c. PRECorp Component: $1,297,602

d. Annual Transmission Cost: $(a+b+c)

The amounts in (a) (b) and (c) shall be effective until amended by the Transmission
Provider or until modified by the Commission. Each of Black Hilis, Basin Electric and
PRECorp (“Party”) may unilaterally modify its component of the Annual Transmission
Cost pursuant to a filing with the FERC; provided that it must notify the other two Parties
in writing not less than thirty (30) days prior to making such filing.

The Monthly Network Transmission Revenue Requirement shall be computed each month
_as follows: '

x=(y+12)-z

x = Monthiy Network Transmission Revenue Requirement
Annual Transmission Cost (item 1(d))
= Revenues from all Point-to-Point Transmission Service on the AC

Transmission System in the month.

N
Il

Black Hills Power, Inc.

Annual Transmission Revenue Requirement Formula




1

Line
No, RATE BASE:

GROSS PLANT IN SERVICE
Production
Transmission
New Construction CUS Assets
New Construction CUS Assets
Distribution
General & Intangible
Allocated Piant
Communication System
Common -

10  TOTAL GROSS PLANT

@M W N -

12 ACCUMULATED DEPRECIATION
13 Production

14 Transmission

15 Additional Transmission Depr

16 Distribution

A7 General & Intengible
18 Altccated Piant
19 Communication System

20 Common
21 TOTAL ACCUM. DEPRECIATION

23 NET PLANT EN SERVICE

24 Production

25 Transmission

26 New Censtruction CUS Assets
27 New Construction CUS Assets
28 Distribution

29 General & Intangible

30 Allocated Plant

3 Communication System
32 Common

33 TOTAL NET PLANT

34

35  ADJUSTMENTS TO RATE BASE
a8 Account No. 281 (enter negative)
37 Account No. 282 (enter negative) .
38 Account No. 283 (enter negative)
39 - Account No, 190

40 Account No, 255 (enter negative)
41 FAS 109 Adjustment .

42 TOTAL ADJUSTMENTS

44 LAND HELD FOR FUTURE USE

46  WORKING CAPITAL {Notes C & H)
47 CWC

48 Materials & Supplies

49 Materials & Supplies

50 Prepayments (Account 165)

51 TOTAL WORKING CAPITAL

53  TRANSMISSION RATE BASE

Estimate

Cost of Service
Utilizing FERG Form 1 Data

Black Hills Power, Inc.

@ 3
Form No. 1
Page, Line, Col. Company Total

205.46.9
207.58.9

Sae Warkpaper 2 (ling 9)

See Workpaper 3 (line 9 col D)
207.759

See Workpaper 4 {line 5 cal 1}
See Workpaper 5 (line §)
207949

356.1

(sumknes 1-9) 703,979,550

219.20-24.¢

219.25.c

See Warkpaper 2 (line 48)
219.26.¢

See Workpaper 4 (line 24 ¢col 1)
See Workpaper 5 (line 11)

See Workpaper 4 (line 22 co! 2)
356.1

{sur lines 13 - 20) 283,875,513
{line 1 - line 13) 170,021,128
{lire 2 - line 14) 47,104,317
(line 3 - line 15) 15,156,577
{line 4) 2,974,250
{line 5 - line 16) 160,727,723
(line 6 - line 17} 16,399,658
(line 7 - line 18) 2,981,638
{line 8 - line 19) 4,738,746
{line 9 - line 20) 0

420,104,037

{sum lines 24 - 32) ’

(Note A)

2738k

2752k

2779k

2348.c

267.8.h
(232.11-278.1f-278.3.0*.35
{sum lires 36 - 41)

214.x.d (Note B)

(1/8 * line 63)
2275.¢

227.8.c

111.57 ¢

(sum lines 47 - 50)

(sum lines 33, 42, 44, & 51)

(4}
Allocator
(page 4)
NA
> 0.73987
TR 0.73987
TP 0.73987
NA
WiS 007018
W/S 0.,07016
T&D 0.21360
CE 0.00000
GP= 10.152%
NA
TPA 0.88176
TPA 0.88176
NA
WiS 0.07018
WIS 0.07016
T&D 0.21360
CE 0.00000
Auto
Auto
Auto
Auto
Auta
Auto
Auto
Auto
Auto
NP= 11.178%
NA zero
NP 091178
NP 0.11178
NP 0.11178
NP 0.11178
NP 011178
DA 0.00000
Auto
T&D 0.21360
TP 0.73987
GP 010152,

5
Transmission
(Cal 3 times Col 4)

52,479,764
12,760,607
2,200,570

2,206,407
354,621
1,488,503
SE—
T1470,473

. 21,009,226
1,843,259

1,055,881
145,443
456,305

0

T 24510115

31,470,537
10,917,347
2,200,570

1,150,526
209,178
1,012,199
0

45,960,358

(7.628,663)
(982,375)
811,415
{34,335)
90,150
(7,743,809)

0

232,223
997,135
69,823
826,745
1,525,927

41,142,476




Line

No.

54
55

75
76
77
78
79
80
81
82
B3
a4
85
86
87
88
89
1)
91
92
93
94
95

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.

Senvice Year 2009

m @ {3 4 5
Form No. 1 Allocator Transmission
Page, Line, Col. Company Total {page 4} (Cofl 3 times Cal 4)
0&M
Transmission 321.112b TP 4.73987 7,210,876
Less: Account 565 and 561 321.84-92.b & 96.b TP 0.73087 6,726,391
ARG 323.194b WIS 0.07016 1,362,058
Less FERC Annual Fees (Note D) 350.1.b Wis 0.07916 14,137
Plus: Fixed PBOP expense (Note I} WIS 0.07016 15,939
Less: Actual PBOP expense {Company Records) WIS 0.07016 18,777
Less; EPRI & Reg. Comm. Exp. & Non-safety Ad. {(Note E) WIS 0.07018 31,505
Pius Trans Related Reg. Comm. Exp. (Note E) (Workpaper 1 line 11) TP (.73987 §6,724
Common 356.1 20 CE 0.00000 0
TOTAL O&M (sum lines 54, 56, 58, 61, 62 less lines 55, 57, 59 , 60} 19,498,062 1,857,787
DEPRECIATION EXPENSE (Note |)
Transmission 336.7b ™ 0.73987 1.227,132
New Construction CUS Assels See Workpaper 2 (line 13) TP 0,73987 296,046
New Construction CUS Assets See Workpaper 3 {line 23) TP 0.73987 51,053
General & intangibfe 336.10.b & 336.1.d&e WIS 0.07016 167,606
Commen 336.11.b ; CE 0.00000 0
TOTAL DEPRECIATION (Sum lines 66 - 70} 4,508,659 1,735,837
TAXES OTHER THAN INCOME TAXES (Note F)
LABOR RELATED
Payroll 263,31, 263.4i, 263.12i W/s 0.07016 118,064
Highway and vehicle 263.0 WIS 0.07016 0
PLANT RELATED
Property 263.23i GP 0.10152 440,714
Gross Receipts 263. NA zera 0
Other 263, GP 0.10152 0
TOTAL OTHER TAXES {sum lines 75 - 80) 657,677
INCOME TAXES {Note G)
T=1-{[(1-SITy* (@ -FT) /(1 -SIT*FIT *p)} = 35.00%
CIT=(TH-T} * (1-{WCLTD/R)) = 34.99%
where WGLTD=(ine 156) and R= (fine 159)
and FIT, SIT & p are as given in footnete G.
Total Income Taxes (line 86 *ling 93) 1,363,778
RETURN
Auto 3,897,187

[ Rate Base (jine 53) * R {line 159)]

30,014,930

ESTIMATED REVENUE REQUIREMENT (sum lines .63, 71, 81, 90, £3)

9,412,267




Line

No.

o8
97
98
a9
100
101
102
103
104
106
106
107
108
109
110
111
12
13
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
135
137
138
139
140
141
142
143
124
145
146
147
148
149
150
51
152
153
154
155
156
157
158
159

Service Year 2009
Cost of Service :
Utilizing FERG Form 1 Data

Black Hills Power, Inc.
SUPPORTING CALCULATIONS AND NOTES

TRANSMISSION PLANT INCLUBED iN JOINT TARIFF RATES
Form 1 Reference

Tota! transmission plant Column (3) sum lines 2- 4 91,151,927
Less transmission plant excluded from Common Use Facilities Company Records - a5,
Less transmission plant induded in Ancillary Services

- Transmission plant included in Common Use Facilities (iine 96 less lines 97 and 98) 65,840,975
Plus Common Use AC Facilities (line 110) 6,150,861
Totat Gross Plant for the CUS System (line 92 plus line 100) 71,981,836
Totat CUS Plant (line 96 plus line 110) ) 97,302,788
Percentage of transmission plant included in Common Use Facilities (line 101 divided by line 102) . ) TP= 0.738874
DISTRIBUTION PLANT INCEUDED IN JOINT TARIFF RATES Form 1 Reference
Total distribution plant . Column (3) line 5
Less distribution plant excluded from Common Use Facilities Company Recerds
Less distribution plant included in Ancillary Sefvices _
Gommen Use AC Facilities (ling 107 less lines 108 & 109} 6,150,861
Percentage of distibulion plant included in Common Use Facilities {line 107 divided by line 110) DP= 0.025658
ACCUMULATED DEPRECIATION Form 1 Reference
Total Transmission Accumulated Depreciation Column (3}, sum lines 14- 15 25,916,783
Less transmission plant excluded from Comman Use Fadilities Company Records 3,428,179
Total Transmission Accumulated Depreciation included in Common Use Facilities (line 115 - fine 116) 22,488,604
Plus Common Use AC Fadilities Accumulated Depreciation (line 127) 3,077,649
Total Accumulated Depreciation for the CUS System (fine 117 plus line 118) 25,566,253
Total CUS Accumulated Depreciation (line 115 plus line 118} 28,994,432
Percentage of transmission plant accumulated depreciation included in Common Use Fasilities (line 119 divided by line 120) TPA= 0.881764

. Form 1 Reference

Total Distribution Accumulated Depreciation 219.96¢ 79,001,768
Less distribution accumulated depreciation excluded from Common Use Facilities {Company Records) 75,924,117
Common Use AC Facilities (line 125 less line 128) ' 3,077,649
Percentage of distribution plant accumulated depreciation in&uded in Cemmen Use Facilities (ne 127 divided by line 125) DPA= 0.038957

WAGES & SALARY ALLOGATOR (W&5)

Form 1 Reference TP Allocation

Transmission 354.21b 074 866,872 .
Total Wages Expense 354.28b 0.00 0 Wa&S Allocator
Less: A&G Wages 354,27.b 0.00 0 (& / Allocation)
Adjusted Total {sum lines 134-115) 866,872 WS= 0.07016

TRANSMISSION & DISTRIBL!TION ALLOCATCR (T&D) $ % TP T&D

Transmission Net Plant lines 25, 26 & 27 65,235,144 28.87% T74% 21.36%

Distribution Net Plant line 28 160,727,723 71.13%
Total {sum lines 139 - 140) 225,962,867  100% T&D = 21.36%

RETURN (R) Form 1 Reference

Long Term Interest 117, sum of 62.c through 66.c

Prefemred Dividends 118.29.c (posifive number)

Develepment of Common Stock: Form 1 Reference

Proprietary Capital 112.16.¢ )

Less: Preferred Stock 1123c

Less: Undistributed Eamings 112.12.c (enter negaiive)

Less; Accum Other Comp Inc 112.15.c (enter negative)
Adjusted Common Stock (sum lines 149-152) : 233,696,800

Form 1 Reference $ % Cost Weighted

Long Term Debt 112.24¢ 43.00% T11% 3.32%
Preferred Stock 112.3.c 0.00% 0.00% 0.00%

Adjusted Camman Stock (see above line 153) 695,800 57.00% (Note Iy 10.80% (Note I) 6.16%
Total (sum fines 156-158) . 386,914,273 R= 9A47%




Service Year 2009

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.

Note
I etter
A The balances in Accounts 281, 282, 283 and 190, as adjusted by any amounts in contra accounts identified as regulatory assets
or liabiiities related to FASB 09. Balance of Account 255 is reduced by prior flow through and excluded if the ulility
chose to utilize amontization of tax credits against taxable income. Account 281 is not allocated.
B Identified in Form 1 as heing only transmission related.
c Cash Working Capital assigned fo transmission is ene-eighth of 0&M allocated to transmission at line 47, column 5.
B The FERC's ennual charges for the year assessed the Transmission Owner for service since annual charges assessed directly under this tariff,
E Line 1 - EPRI Annual Membership Dues listed in Form 1 at 335.1.b, all Regulatery Commission Expenses itemized at 351,1.h, and non-safely
related advertising included in Account 930.1.
F includes only FICA, unemployment, highway, property, gross receipts, and other assessments charged in the current year.

Taxes related to income are excluded, Gross receipts taxes are nat included in fransmission revenue requirement in rates,
since they are recovered elsewhere.
G The currently effective income tax rale, where FIT is the Federal income tax rate; SIT is the State income tax rate,and p =
“the percentage of federal income tax deductible for state income taxes”, If the ulility is taxed in more than one state it must attach a
work paper showing the name of each state and how the blended or composite SIT was developed. Furthermore, a utility that
elected to utilize amortization of tax credits against taxable income, rather than book tax credits to Account No. 255 and reduce
rate base, must reduce its income tax expense by the amount of the Amortized Investment Tax Credit (Fom 1, 266.8.1)
multiplied by (1/1-T) (page 7, line 26).
Inputs Required: FIT=
SIT=

%: (State Income Tax Rate or Composite SIT) J—
b (percent of federal income tax deductible for state purposes

H See Note H for the True-Up calculation.
| Depreciation rates, PBOP, ROE, and Capital Structure are fixed amounts that can be changed only through a Section 205 filing.




Line
No.

W NDO P, W

0]

RATE BASE:

GROSS PLANT IN SERVICE
Production
Transmission
Distribution
General & Intangible
Allocated Plant
Communication System
Gommon

TOTAL GROSS PLANT

ACCUMULATED DEPRECIATION
Production
Transmission
Distribution
Genera! & Intangible
Allocated Plant
Communication System
Common
TOTAL ACCUM. DEPRECIATION

NET PLANT IN SERVICE
Produstion
Transmission
Distribution
General & Intangible
Allocated Plant
Communication System
Common

TOTAL NET PLANT

ADJUSTMENTS TO RATE BASE
Account No. 281 (enter negative)
Account Ne. 282 (enter negative)
Account No. 283 (enter negative)
Account Ne. 190
Account No. 255 (enter negative}
FAS 108 Adjustment

TOTAL ADJUSTMENTS

LAND HELD FOR FUTURE USE

WORKING CAPITAL {Notes C & H)

cwe

Materials & Supplies

Materials & Supplies

Prepayments {Account 165)
TOTAL WORKING CAPITAL

TRANSMISSION RATE BASE

True Up

Cost of Service

Utilizing FERC Foym 1 Data

Black Hills Pawer, inc.

Service Year

2 (3} (4)
Form No. 1 X Allocator
Page, Line, Col. Company Total ’ {page 4)
(Note H)
205.46.9 NA
207.58.g w 0.00000
207.75.9 NA
See Workpaper 4 WIS 0.00000
See Workpaper 5 WS 0.00000
See Workpaper 4 T&D 0.00000
356.1 CE 0.00000
(sum lines 1 -7) GP= 0.000%
{Note H)
219.20-24.c NA
219.25¢c TPA 0.00000
219.28.c NA
218.28¢c WIS 0.00000
See Workpaper 5 WS 0.06000
Sees Workpaper 4 T&D 0.00000
356.1 CE 0.00000
{sum lines 11 - 17)
(Note H)
(line 1 - line 11} o Auto
{line 2 - line 12) o Auto
{line 3 -line 13) a Auto
{line 4 - line 14) 0 Auto
{line 5 - line 15) 1] Auto
{line & - line 16) 0 Auto
(line 7 -lina 17) 0 Auto
{sum lines 21 - 27) 0 NP= 0.000%
{Notes A & H)
2738k NA zero
275.2k NP 0.00000
277.9.k NP 0.00000
234.8.¢ NP - 0.00000
267.8.h NP 0.00000
{232 1.f-278.1.f - 278.3f)*35 NP 0.00000
{sum lines 31 - 38) .
214.x.d (Notes B & H) DA 0.00000
(1/8 * line 58) Auto
227.5c T&D 0.0000C
227.8.¢ P 0.00000
111.57.d GP 0.00000

(sum lines 42 - 45)

(surn lnes 28, 37, 39, & 46)

{5)
Transmission
{Col 3 times Col 4}

0

ocoao

< f=]

ocCc oo

(=] L=]

[=] =N =} oNal

(=] [=N=]N=1]




Line

No.

49
50
51
52
53
54
85
56
57
58
59
60
61
62
63
64
85
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
a0
a1
92

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, inc.

(N (2}

Form No. 1
Page, Line, Col.

0&M
Transmission 321.112b
Less: Account 565 and 561 321.84-92.b & G6.b
ARG 323.194.b
Less FERC Annual Fees {Note D)  350.1.b
Pius: Fixed PBOP expense {Note 1)

Less: Actuaf PBOP expense {Company Records)
Less: EPRI & Reg. Comm. Exp. & Non-safety Ad. (Note E}
Plus Transmission Related Reg. Comm. Exp. (Note E}
Common 356.1
TOTAL O&M (sum lines 49, 51, 53, 56, 57 less lines 50, 52,-54 , 55)

DEPRECIATION EXPENSE {Note [}
Transmission 336.7h
General & intangible 336.10.b & 336.1 d8e
Common 336.11.b

TOTAL DEPRECIATION (Sum lines 81 - 63)

TAXES OTHER THAN INCOME TAXES (Note F)

LABOR RELATED
Payroll 263.3i, 263.4i, 263.12i
Highway and vehicle 263.
PLANT RELATED .
Property 263,231
Gross Receipts 263.
Other 263.i

TOTAL OTHER TAXES {eum lines 68 - 73)

INCOME TAXES (Note G)
T=1-{{{(1-SM)~(1-FIT/ {1 - SIT*FIT*p)} =
CIT=(T/1-T) * (I-{WCLTD/R)) =

whera WCLTD=(line £54) and R={line 157}
and FIT, SIT & p are as given in footnote G.
Tofal Income Taxes (line 79 * line 86)

RETURN
[ Rate Base (fine 48) * R {line 157}]

REVENUE REQUIREMENT (sum lines 58, 64, 74, 83, 85}
ESTIMATED REVENUE REQUIREMENT (pg. 3 #ine 85)

TRUE-UP AMOUNT TO BE (REFUNDEDYPAID {line 88 - line 93)

3

Company Total

35.00%
53.85%

(4)

Allocator

TP
TP
WIS
WIS
WIS
WIS
wis
TP
CcE

™
wis
CE

Wis
WiS

GP
NA
GP

~ Aulo

(page 4)

Senvice Year 2009

0.00000
0.00000
0.00000
0.00000
0.00000
.00000
0.00000
0.00000
0.00000

0.00000
0.00000
0.00000

0.03000

0.00000

0.00000
Zero
000000

{5)

Transmission
(Col 3 times Cal 4)

CooooLooD

=]

[=N~N-]

(=1

(=N

oo o

(=]




Service Year 2009

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.

SUPPORTING CALCULATIONS AND NOTES

Line
No.  TRANSMISSION PLANT INCLUDED IN JOINT TARIFF RATES
Fom 1 Reference

93 Total transmission pfant Column (3) line 2
94 Less transmission plant excluded from Commeon Use Facilities Company Records
95 Less transmission plant included in Ancillary Services Company Records
96  Transmission plant included in Common Use Facilities (line 92 less lines 94 and 95)
97 Plus Commen Use AC Facilities {line 107)
98 Total Gross Plant for the CUS System {line 96 plus line 97)
99 Total CUS Plant (line 93 plus line 107) '
100
101 Percentage of transmission plant included in Common Use Facilities {line 98 divided by line 99) TP= 0.000000
102 .
103  DISTRIBUTION PLANT INCLUDED IN JOINT TARIFF RATES
104  Total distribution ptant
j05 - Less distributich plant excluded from Common Use Facikties

Form 1 Reference
Colymn (3) line 3
Company Records

106  Less distrdbufion plant included in Ancillary Services Company Records

07  Common Use AC Facilities (line 104 less lines 105 & 106} 0
108 .

109  Perceniage of distribution plant included in Common Use Facilities (line 104 divided by line 107) Dp= 0.060000
110

111 ACCUMULATED DEPRECIATION Form 1 Reference
112 Total Transmission Accumulated Depreciation Column {3} line 12
113 Less transmission plant excluded from Commen Use Faciliies Company Records
114  Total Transmission Accunulated Depreciatien included in Common Use Fadilities (fine 112 - line 113)

0
115  Plus Common Use AC Facilities Accumulated Depreciation {line 124) Q
4]
0

116  Total Accumulated Depreciation for the CUS System (line 114 plus line 115)

117 Total CUS Accumulated Depreciation (line 112 plus line i15)

118

118  Percentage of transmission plant accumulated depreciation included in Common Use Facifities {line 116 divided by line 117)  TPA=
120

121 . Form 1 Reference

122 Tetal Distribution Accumulated Depreciation Column (3) line 13

123  Less distrbution accumulated depreciation excluded from Common Use Facilities {Company Reconds)

0.000000

124  Comman Use AC Facililies (ine 122 less line 123) 0

125

126 Percentage of distribution plant accumulaled depreciation included in Common Use Facilities (ine 124 divided by Jine 122) DPA= 0.000000 —
127 :
128  WAGES & SALARY ALLOCATOR (W&S) ’ i
128 Form 1 Reference $ TP Aliocation :
130 Transmigsion a54,21.b ; : : 0.00 [}

131 Total Wages Expense 354.28b 0.00 s} WE&S Allocater

132 Less: A&G Wages 354.27.b 0.00 0 ($ / Allocation)

133 Adjusted Total (sum lines 131-132) 0 Ws= 0.00060

134

135  TRAMNSMISSION & DISTRIBUTION ALLOCATCR (T4D)

136 $ % TP T&D

137  Transmission Net Plant line 22 0 0.00% 0% 000%

138 Distribution Net Plant line 23 G 0.00%

138 Total (sum lines 137 - 138} G 0% T&D = 0.00%

140

141 RETURN (R) Form 1 Reference

142 Long Temn Interest 117, sum of 62.¢ through 66.c

143

144 Prefemred Dividends 118.29 ¢ (pasitive number)

145 .

146  Development of Common Stock: Form 1 Reference

147  Proprietary Capital 112.16.¢

148  Less: Pireferred Stock 112,3.c

149 Less: Undistibuted Eamings 112.12.c {enter negative)

150  Less: Accum QOther Comp inc 112.15.c (enter negative)

151 Adjusted Common Stock {sum fines 147-150) -

152

153 Form 1 Reference 5 % Cost Weighted

154 Leng Term Debt 112.24.c 43.00% 0.00% 0.00%

155 Preferred Stock 112.3.¢c 0.00% 0.00% 0.00%

156 Adjusted Common Stock {see above line 151) D 57.00% (Note | 10.80% {Mote I) 6.16%

167  Total (sum lines 154-156) 0 R= 6.16%




Senvice Year 2009

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.

Nate
Letter
A The balances in Accounts 281, 282, 283 and 190, as adjusted by any amounts in contra accounts identified as reguletory assets
or liabilities related 1o FASB 109. Balance of Account 255 is reduced by prior flow through and excluded if the utility
chose to utilize amortization of tax credits against taxable income. Account 281 is not allocated.
B Identified in Form 1 as being only transmissicn related.
c Cash Working Capital assigned fo fransmission is ene-eighth of O&M allocaled fo fransmission at line 42, column 5.
[¥] The FERC's annual charges for the year assessed the Transmission Owner for service since annual charges assessed directly under this tariff.
= Line 1 - EPRI Annual Membership Dues listed in Form 1 at 335.b, alf Regulatory Commission Expenses itemized at 351.h, and non-safefy
related advertising included in Account 930.1. ’
"F Includes enly FICA, unemployment, highway, property, gross receipts, and other assessments charged in the current year.

Taxes related to income are excluded. Gross receipts taxes are not included in transmission revenue requirerent in rates,
since they are recovered elsewhere. ' .
G The currently effective income tax rate, where FIT is the Federal income tax rate; SIT is the State income tax rate, and p =
"the percentage of federal income tax deductible for state income taxes”, If the utilify is taxed in more than one state it must attach a
work paper showing the name ©f each state and how the blended or composite SIT was developed. Furthermore, a utility that
elected to utilize amertization of tax credits against taxable income, rather than book tax credits to Account No, 255 and reduce
rate base, must reduce its income tax expense by the amount of the Amertized Investiment Tax Credit {Form 1, 266.8.f)
mullipfied by (1/4-T) (page 7, line 26).
Inputs Required; FIT =
SiT=

%: (State Income Tax Rate or Composite SIT) _
= (percent of federal income tax dedustible for state purposes
H Far the True-Up calcutation only, Gross Plant, Accumulated Depreciation and Net Plant are based on the 13-monthly plant balances.
All other rate base items are based on the average of the beginning of the year and end of year bafances,
| Depreciation rates, PBOP, ROE, and Capital Structure are fixed amounis that can be changed only through a Section 205 filing.




Capital True Up

Line
No.
1 The True-Up Adjusimant component of the Formula Rale for each Rate Year beginning with rates effective January 1, 2010 shall be determined as follows:
2
3 ) Beginning with 2009, na tater than June 1 of each year, Black Hills Power shall recalculate an adjusted Annual
4 Transmission Revenue Requirement (ATRR) for the previous calendar year based on its actual costs as reflectsd
5 in its Form No. 1 and its books and records for that calendar year, consistent with FERC
-] aceounting policies,
7
8 (i) Black Hills Power shall detarmine the difference between the ATRR as i ing [
9 sbove, and ATRR based on projecied costs for the previous calendar year {True-Up Adj before Interest),
10
11 i) The True-Up Adjustment shall be determined as follows:
12
13 True-Up Adjustment equals the True-Up Adjustment before Interest muttiplied by {(1+1}*18 months.
14
18 VWhere: I= Sum of (the monthly raies for the 4 months ending April 30 of the current year and
16 the monthly rates for the 12 months ending December 31 of the preceding year)
17 divided by 16 months.
18
19 ary of Formuls Rete Process incjuding Trus-U justment (Using 2003 as an exampls
20
21 ’ Menth Year  Action
22 True-Up Caleulation:
23 Step 1 May 2010 TO populates he formula with 2009 Actuaf data and cafeulates the 2009 True-up Adjusiment before Interest
24 Step 2 May 2010 TO compares the revenue raceived during 2009 to the True-Up calculation done abova
25 Step 3 May 2010 TO calculates the Interast fo include in the 2009 True-Up Adjustment
26 Step 4 July 2010 TO gither collects ar pays the lump-sum adjusiment calciiated above
27

28 Annval Rate Calculatlon:
29 Step5 Seplember 2010 TO pupulates the formula with 2009 Actual data plus known addilions placed in servics {over $1,000,000) for 2010 (See WP 2 for an example)

30" Slep6 September 2010 TO estimates transmission Capital Additions (over $1,000,000) for 2011 expecied te be in service in 2011 {See WP 3 for an example)
3 Step 7 September 2010 TO adds weighted Capilal Adds, Accumulated Depreciation and Deprecialion Expense te plant in service in Formula
22 Step8  Seplember 2010 Postresults of Step 7 on web site

22 Step9  October 2010 TO to hold an open meeling for it's customers and representatives to explain the formula rate projections and cost details
3 Step 10 January 2011,  Results of Step 7 go into effect

35 : —
36 Note 1: To the extent passible each inpul Into the Formulz Rate used to calculate the aclual ATRR included in the True-Up

37 Adjustment either will be taken directiy fram the FERC Form No. 1 or will be reconcilable fo the FERC Form No. 1

38 by the application of clearly identified and supported information. If the reconciliation is provided through a —
39 worksheet included in the filed Formula Rate tamplate, the inputs to the worksheet must meet this fransparency

40 standard, and doing 5o will salisfy this fransparency requirement for the amounts that are output from the

41 worksheet and input to the main body of ihe Formula Rate.

42

43 Compleie for Each Calendar Year beginning in 2009

44 . Transmission Schedule 1

45 A True-Up Amount (Transmission see pg 7 line 92 and Schedule 1 see pg 18 line 12)

45 B Future Value Factor (1+)*18

47 C  True-Up Amount to be (Raefunded)/Paid based on 2009 Actual Laad (A*B) $0.00 $0.00

48

49 ‘Where: i= average inferest rate as calculated below .

50 —
51 Interest on Amount of Refunds or Surcharges Intersst 35,19a for Curvent Year .

52 interest 35,192

53 Month Year for Month

54 January Year 1 0.0000%

b3 February Year 1 0.0000%

a8 March Year 1 0.0000%

57 April Year ! 0.0000%

a8 May Year 1 0.0000%

59 Jung Year 1 0.0000%

&0 July Year 1 0.0000%

81 August Year 1 0.0000%

&2 September Year 1 0.0000%

63 October Year 1 0.0000%

64 November Year 1 0.0000%

65 December Year 1 . 0.0000%

66 January Year 2 0.0000%

B7 February Year 2 0.0000%

68 March Year2 0.0000%

2] April Year2 0.0000%

0 Average Interest Rate 0.0000%



Black Hills Power, Inc.

Formula Rate Protocols

Section 1. Applicability

The following procedures shall apply to Black Hills Power, Inc.’s (“Black Hills Power™)
calculation of its projected net revenue requirement, actual net revenue requirement, and True-Up
Adjustment (as that term is defined in Section VI.1 of these protocols) for a calendar year
(“Service Year”).
Section 11. Annual'.Ti'ue-Up and Projected Net Revenue Requirement
I. On or before June 1 of each year, Black Hills Power shall determine its actual net revenue
requirement and True-Up Adjustment (collectively, “Annual True—Up’.’) for the preceding Service
Year in accordance with the Black Hills Power formula rate under Attachment H to the Joint Open
Access Transmfssion Tafiff of Black Hills Power, Basin Electric Power Cooperative, and Powder
River Energy Corporation (“Joint Tariff”) and Section VI of these protocols, and shall post its
Annual True-Up on the Black Hills Power website and QASIS. Within ten (10) days of such
posting, Black Hilis Power shall provide notice to Interested Partics (a;; that term is defined in
Section I1.6 of these prbtocols) of such posting via an email exploder list for which Interested
Parties may subscribe on the Black Hills Power website. |
2. On or before September 30 of each year, Black Hills Power shall determine its projected
net revenue requirement for the following Service Year in accordance with the Black Hills Power
formula rate under the Joint Tariff, and shall post its projected net revenue requirement on the
Black Hills Power website and OASIS.  Within ten (10) days of posting the projected net revenue
requirement, Black Hills Power shall provide notice to Interestéd Parties of such posting to an
email exploder list for which Interested Parties may subscribe on the Black Hills Power website.

3. If the date for posting the Annual True-Up or the projected net revenue requirement falls on



a weekend or a holiday recognized by Federal Energy Regulatory Commission (‘TERC”), then the

posting shall be due on the next business day. The dates on which posting of the Annual True-Up

and the projected net revenue requirement occur shall be that year’s “True-Up Publication Date”

and “Projected Rate Publication Date,” respectively. Any delay in the True-Up Publication Date

or Projected Rate Publication Date will result in an equivalent extension of time for the submission

4.

 of information and document requests discussed in Section III of these protocols.

.The Annual True-Up shall:

A. Include a workable data-populated formula rate template and underlying workpapers in

native format with all formulas and links intact;

. Be based on Black Hills Power’s FERC Form No. 1 for the prior calendar year;

. Provide the formula rate calculations and all inputs thereto, as well as supporting

documentation and workpapers for data that are used in the Annual True-Up that are -

not otherwise available in FERC Form No. 1;!

. Provide sufficient information to enable Interested Parties to replicate the calculation

of the Annual True-Up results from FERC Form No. 1;

. Identify any changes in the formula references (page and line numbers) to FERC Form

No. 1;
Identify all material adjustients made to the FERC Form No. 1 data in determining

formula inputs, including relevant footnotes to FERC Form No. 1 and any adjustments

not shown in FERC Form No. 1;

U It is the intent of the formula rate, including the supporting explanations and allocations described therein, that each
input to the formula rate will be either taken directly from FERC Form No. 1 or reconcilable to FERC Form No. 1 by
the application of clearly identified and supported information. If the referenced form is superseded, the successor
form(s) shall be utilized and supplemented as necessary to provide equivalent information as that provided in the
superseded form. If the referenced form(s} is (are) discontinued, equivalent information as that provided in the

discontinued form{s) shall be utilized.




5.

G. Provide underlying data for formula rate inputs that provide greater granularity than is
required for FERC Form No. 1;

H. With respect to any change in accounting that affects inputs to the formula .rate or the
resulting charges billed under the formula rate (“Accounting Change”):

a. Identify any Accounting Changes, including:

i. the initial implementation of an accounting standard or policy,

ii. the initial implementation of accounting practices for unusual or
unconventional items where FERC has not provided specific accounting
direction, |

ili. correction of errors and prior period adjustments that impact the True-Up
Adjustment calculation,

iv. the implementation of new estimation methods or policies that change
prior estimates, and

v. changes to income tax elections;

b. Identify items included in the Annual True-Up at an amount other than on a
historic cost basis (e.g., fair value adjusﬁnents);

c. Identify any reorganization or merger transaction during the previous year and
explain the effect of the accounting for such transaction(s) on inputs to the
Annual True-Up; and

d. Provide, for each item identified pursuant t'o Sections I11.4.H.a — I1.4.H.c of
these protocols, a narrative explanation of the individual impact of such

changes on the True-Up Adjustment.

The projected net revenue requirement shall:



. Include a workable data-populated formula rate template and underlying workpapers in
native format with all formulas and links intact;
. Be based on Black Hillé Power’s most recent FERC Form Nﬁ. 1;
. Provide the formula rate calculations and all inputs thereto, as well as supporting
documentation and workpapers for data that are used in the projected net revenue
requirement that are not otherwise available in FERC Form No. 1;
. Provide sufficient information to enable Interested Parties to replicate the calculation
of the projected net revenue requirement;
. With respect to any Accounting Change:
a. ldentify any Accounting Changes,-including: . B
i. the initial implementation of an accounting standard or policy;
ii. the iniﬁal implementation of accounting practices Ifor unusual or

unconventional items where FERC has not provided specific accounting

direction;

iii. correction of errors and prior period adjustments that impact the projected
net revenue requirement calculation;
iv. the implementation of new estimation mc’;hods or policies that change
prior estiniétes; and | | |
v. changes to incoine tax elections;
b. Identify items included in the projected net revenue requirement at an amount

other than on a historic cost basis (e.g., fair value adjustments);



c. Identify any reorganization or merger transaction during the previous year and
explain the effect of the accounting for such transaction(s) on inputs to the .
projected net revenue requirement; and

d. Provide, for cach item identified pursuant to Sections IL.5.D.a — IL.5.D.c of
these protocols, a narrative explanation bf the individual impact of such

changes on the projected net revenue requirement.

6. Biack Hills Power shall hold aﬁ open meeting among Interested Parties between the
True-Up Publication Date and July 1 each year (“Annual True-Up Meeting”). No less than seven
(7) days prior to such Annual True-Up Meeting, Black Hills Power shall provide notice on its
website and OASIS of the time, date, and location of the Annual True-Up Meeting, and shall
provide notice of such meeting via an email exploder list. For purposes of these procedures, the
_teﬁn Interested Party includes, but is not limited to, customers under the Joint Tariff, state utility
regulatory commissions, consumer advocacy agencies, and state attorneys general. The Annual
True-Up Meeting shall: (i) permit Black Hills Power to explain and clarify its Annual True-Up;
and (i1) provide Interested Parties an opportunity to seek information and clarifications from Black
Hills Power about the Annual ‘True—Up. |

7. Black Hills Power shall hold an open meeting among Interested Parties between the
Projected Rate Publication Date and October 30 each year (“Annual Projected Rate Meeting™).
No less than seven (7) days prior to such Annual Projected Rate Meeting, Black Hiils Power shall
provide notice on its website and QASIS of the time, date, and location of the Annual Projected
Rate Meeting, and shall provide notice of such meeting via an email exploder list. The Annual
Projected Rate Meeting shall: (i) permit Black Hills Power to explain and clarify its projected net

revenue requirement; and (ii) provide Interested Parties an opportunity to seek information and




clarifications from Black Hills Power about the projected net revenue requirement.

Section II1.  Information Exchange Procedures

Each Annual True-Up and projected' net revenue requirement shall be subject to the

following information exchange procedures (“Information Exchange Procedures™):

1. - Interested Parties shall have until August 1 following the True-Up Publication Date (unless

such period is extended with the written consent of Black Hills Power or by FERC order) to serve

reasonable information and document requests on Black Hills Power (“True-Up Information

Exchange Period”). If August 1 falls on a weekend or a holiday recognized by FERC, the

deadline for submitting all information and document requests for the True-Up Information

Exchange Period shall be extended to the next business day. Such information and document

requests shall be limited to what is necessary to determine:

A.

B.

the extent or effect of an Accounting Change;

whether the Annual True-Up fails to include data properly recorded in accordance with
these protocols;

the proper application of the formula rate and procedures in these protocols;

the accuracy of data and consistency with the formula rate of the calculations shown in
the Annua1 True-Up;

the prodence of actual costs and expenditures;

the effect of any change to the underlying Uniform System of Accounts or FERC Form

No. 1; or

any other information that may reasonably have substantive effect on the calculation of

the charge pursuant to the formula rate.

The information and document requests shall not otherwise be directed to ascertaining whether the



formula rate is just and reasonable.

2. Interested Parties shall have until November 30 following the Projected Rate Publication
Date (unless such period is extended with the written consent of Black Hills Power or by FE.RC
order) to serve reasonable information and document requests on Black Hills Power (“Projected
Rate Information Exchange Period”). If November 30 falls on a weekend or a holiday recognized
by FERC, the deadline for submitting all information and document requests for the Projected Rate
Information Exchange Period shall be extended to the next business day. Such information and
document requests shall be limited to what is necessary to determine:
A. the extent or effect of an Accounting Change;
B. whether the projected net revenue requirement fails to include data properly recorded
in accordance with these protocols;
C. the proper application of the formula rate and procedures in these protocols;
D. the accuracy of data and consistency with the formula rafe of the calculations shown in
the projected net revenue requirement;
E. the prl'ldence of projected costs and expenditures;
F. the effect of any change to the underlying Uniform System of Accounts or FERC Form
No. 1; or
G. any other information that may reasonably have substantive effect on the calculation of

the charge pursuant to the formula rate.

The information and document requests shall not otherwise be directed to ascertaining whether the

formula rate is just and reasonable.

3. Black Hills Power shall make a good faith effort to respond to information and document

requests within fifteen (15) business days of receipt of such requests. Black Hills Power shali



respond to all information and document requests submitted during the True-Up Information
Exchange Period by no later than Septerﬁber 1 following the True-Up Publication Date, unless the
True-Up Information Exchange Period is extended by Black Hills Power or FERC. Further,
Black Hills Power shall respond to all information and document requests submitted during the
Projected Rate Information Exchange Period by no later than December 31 following the
Projected Rate Publication Date, unless the Projected Rate Information Exchange Period is
extended by Black Hills Power or EERC.

4. Black Hills Power will post on its website and OASIS all information and document
requests from Interésted Parties and Black Hills Power’s response(s) to such requests; except,
however, if responses to information and document requests include material deemed by Black
Hills Power to be privileged and/or confidential, such information will not be publicly posted but
confidential information will be made available to requesting parties provided that a
confidentiality dgreement is executed by Black Hills Power and the requesting party.

5. Black Hills Power shall not claim that responses to information and document requests
provided pursuant to these protocols are subject to any settlement pri\_filége, in any subsequent
FERC proceeding addressing Black Hills Power’s Annual True-Up or projected net revenue
requirement.

Section IV.  Challenge Procedures

L. Interested Parties shall have until September 15 following the True-Up Publication Date
(unless such period is extended with the written consent of Black Hills Power or by FERC order)
to review the inputs, supporting explanations, allocations and calculations and to notify Black
Hills Power in writing, which may be made electronicaily, of any specific Informal Challenges to

the Annual True-Up. The period of time from the True-Up Publication Date until September 15



shall be referred to as the “True-Up Review.Period.” If September 15 falls on a weekend or a
holiday recognized by FERC, the deadline for submitting all Informal Challenges regarding the
Annual True-Up shall be extended to the next business day.

2. Interested Parties shall have until January 15 following the Projected Rate Publication Date
(unless such period is extended with the written consent of Black Hills Power or by FERC order)
to review the inputs, supporting explanations, allocations and calculations and to notify Black
Hills Power in writing, which may be made electronically, of any specific Informal Challenges to
the projected net revenue requirement. The period of time from the Projected Rate Publication
Date until January 15 shall be referred to as the “Projected Rate Review Period.” If January 15
falls on a weekend or a holiday recognized by FERC, the deadline for submitting all Informal
Challenges regarding the projected net révenue requirement shall be extended to the next business
day.

3. Failure to pursue an issue through an Informal Challenge or to lodge a Formal Challenge
within the timelines provided in theses protocols regarding any issue as to a given Annual True-Up
or projected net revenue requirement shall bar pursuit of such issue with respect to that Annual
True-Up or projected net revenue requirement, but shall not bar pursuit of such issue or the lodging
of a Formal Challenge as to such issue as it relates to a subsequent Annual True-Up or projected
net revenue requirement.

4. A party submitting an Informal Challenge to Black Hills Power must specify the inputs,
supporting explanations, alloéations, calculations, or other information to which 1t objeéts, and
provide an appropriate explanation and documents to support its challeﬁge. Black Hills Power
shall make a good faith effort to respond to any Informal Challenge within twenty (20) business

days of notification of such challenge. Black Hills Power shall appoint a senior representative to



work with the party (or its representative) submitting the Informal Challenge toward a resolution
of the dispute, and, where decmed necessary, may request the appointment of a FERC
Administrative Law Judge that is mutually acceptable to the challenging party to facilitate
discussions to attempt to resoive the dispute. If Black Hills Power disagrees with such challenge,
Black Hills Power will provide the Interested Party(ies) with an explanation supporting the inputs,
supporting explanations, allocations, calculations, or other information. No Informal Challenge
of the Annual True-Up or projected -nef.revenue requirement may be submitted after September 13
and January 15, fesPectively, foilov‘ving the True-Up' Publication Date and Projected Rate
Publication Date, unless September 15 or January 15 falls on a weekend or a holiday recogﬂized
bylFERC, in which case the deadline for submitting all Informal Challenges shall be extended to
the next business day. Black Hills Power must respond to: (1) all Informal Challenges of the
Annual True-Up by no later than October 15 following the Tfue—Up Publication Date, unless the
True-Up Review Period is extended by Black Hills Power or FERC; and (2) all Informal
Challenges of the proj ected net revenue requirement by February 15 following the Projected Rate -
Publication Date, unless th¢ Projected Rate Review Period is extended by Black Hills Power or
FERC.
5. Informal Challenges shall be subject to the resolution procedures and limitations in this
Section IV. Formal Challenges shall be filed pursuant to these protocols and shall satisfy all of
the following requirements:
A. A Formal Challenge shall:
a. Clearly identify the action or inaction which is alleged to violate the formul_a
rate or protocols;

b. Explain how the action or inaction violates the formula rate or protocols;



c. Set forth the business, commercial, economic or other issues presented by the

action or inaction as such relate to or affect the party filing the Formal

Challenge, including:

i.

ii.

iii.

iv.

vi.

vii,

The extent or effect of an Accounting Change;

Whether the Annual True-Up or projected net revenue requirement fails
to include data properly recorded in accordance with these protocols;
The proper application of the formula rate and procedures in these
protﬁcols;

The accuracy of data and consistency with the formula rate of the charges
shown in the Annual True-Up or projected net revenue requirement;

The prudence of actual or projected costs and expenditures;

The effect of any change to the underlying Uniform System of Accounts
or FERC Form No. 1; or

Any other information that may reasonably have substantive effect on the

calculation of the charge pursuant to the formula rate.

d. Make a good faith effort to quantify the financial impact or burden (if any)

created for the party filing the Formal Challenge as a result of the action or

Inaction;

e. State whether the issues presented are pending in an existing FERC proceeding

or a proceeding in any other forum in which the filing party is a party, and if so,

provide an explanation why timely resolution cannot be achieved in that forum;

f. State the specific relief or remedy requested, including any request for stay or

extension of time, and the basis for that relief;



g Include all documents that support the facts in the Formal Challcnge in
possession of, or otherwise attainable by, the filing party, including, but not
limited to, contracts and afﬁdavits; and

h. State whether the filing party utilized the Informal Challenge procedures
described these protocols to dispute the action or inaction raised by the Formal
Challenge, and, if not, describe why not.

B. Service. Any person filing a Formal Challenge must serve a copy of the Formal
Challenge on Black Hills Power. Service to Black Hills Power must be simultaﬁeous
with filing at FERC. Simultaneous service can be accomplished by electronic mail in
accordance with Section 385.2010(f)(3) of FERC’s Rules of Practice and Procedure,
facsimile, express delivery, or messenger. 18 C.F.R. § 385.2010(£)(3). The party
filing the Formal Challenge shall serve the individual listed as the contact person on

Black Hills Power’s Informational Filing required under Section V of these protécols.

6. Infdrmal and Formal Challenges shall be limited to all issues that may be necessary to
determine: (1) the extent or effect of an Accounting Change; (2) whether the Anonal True-Up or
projected net revenue requirement fails to include data properly recorded in accordance with these
protocols; (3) the proper application of the formula rate and procedures in these protocols; (4) the
accuracy of data and consistency with the formula rate of the calculations shown in the Annual
True-Up and projected net revenue requirement; (5) the prudence of actual or projected costs and
expenditures; (6) the effect of any change to the underlying Uniform System of Accounts or FERC
Form No. 1; or (7) any other information that may reasonably have substantive effect on the

calculation of the charge pursuant to the formula rate.

7. Black Hills Power will post on its website and OASIS all Informal Challenges from



Interested Parties and Black Hills Power’s response(s) to such Ihfonnal Challenges; except,
however, if Informal Challenges or respohses to Iﬁformal Chalienges include material deemed by
Black Hills Power to be privileged and/or confidential, such information will not be publicly
posted but conﬁdent_ial information will be made available to requesting parties provided that a
confidentiality agreement is executed by Black Hills Power and the requesting party.

8. An Interested Party shall have until March 15 following the True-Up Review Period and
Projected Rate Review Peripd (unless such date is extended with the written consent of Black Hills
Power to continue efforts to resolve the Informal Chailenge) to make a Formal Challenge with
FERC, which shall be served on Black Hills Power on the date of such filing as specified in
Section IV.5.B of these protocols. A Formal Chéllenge shall be filed in the same docket as Black
Hills Power’s Informational Filing discussed in Section V of these protocols. Black Hilis Power
shall respond to the Formal Challenge by the deadline established by FERC. A party may not
pursue a Formal Challenge if that party did not submit an Informal Challenge during the applicable
True-Up Review Period or Projected Rate Review Period.

9. In any proceeding initiated by FERC concerning the Annual True-Up or projected net
revenue requirement or in responsc to a Formal Challenge, Black Hills Power shall bear the
burden, consistent with Section 205 of the Federal Power Act, of proving that it has correctly
applied the terms of the formula rate consistent with these protocols, and that it followed the
applicable requirements and procedures in Attachment H of the Joint Tariff and these protocols.
Nothing herein is intended to alter the burdens applied by FERC with respect to prudence
challenges.

10. Except as specifically provided herein, nothing herein shall be deemed to limit in any way

the right of Black Hills Power to file unilaterally, pursuant to Federal Power Act Section 205 and



the regulations thereunder, to change the formula rate or ény of its inputs (including, but not
limited to, rate of return and transmission incentive rate tréatment), or to replace the formula rate
with a stated rate, or the right of any other party to request such changes pursuant to Section 206 of
the Federal Power Act and the regulations thereunder.

11.  No party shall seek to modify the formula rate under the Challenge Procedures set forth in
these protocols, and the Annual True-Up and proj eéted net revenue requirement shall not be
subject to challenge by anyone for the purpose of modifying the formula rate. Any modifications
to the formula rate will require, as applicable, a Federal Power Act Section 205 or Section 206
filing.

12.  Any Interested Party seeking changes to the application of the formula rate due to a change
in the Uniform System of Accounts or FERC Form No. 1, shall first faise the matter with Black
Hills Power in accordance with this Section IV before pursuing a Formal Chailenge.

Section V Informational Filings

L. By March 1 of each year, Black Hills Power shall submit to FERC an informational filing
(“Informational Filing”) of its projected net revenue requirement and Annual True-Up in
connection with the postings performed in accordance with Section IT of these protocols during the
prior year. This Informational Filing must include the information that is reasonably necessary to
determine: (1) thélt input data under fhe formula rate are properly recorded in aﬁy underlying
workpapers; (2) that Black Hilfls Power has properly applied the forrﬁula rate and these procedures;
(3) the accuracy of data and the consistency with the formula rate of the net revenue requirement
and rates under review; (4) the extent of accounting changes that affect formula rate inputs; and (5)
the reasonableness of projected costs. The Informational Filing shall include the formula rate

template and underlying workpapers in native format fully populated and with formulas intact.



The informational Filing also must describe any corrections or adjustments made during that
period, and must describe all aspects of the formula rate or its inputs that are the subject of an
ongoing dispute under the Informal or Formal Challenge procedures. Within five (5) days of such
Informational FiIing, Black Hills Power shall provide notice of the Informational Filing via an
email exploder list and by posting the docket number assigned to Black Hills Power’s
Informational Filing on its website and OASIS:
2. Any challenges to the implementation of the Black Hills Power formula rate under
Attachment H of the Jéint Tariff must be made through the Challenge Procedures described in
Section IV of these protocols or in a separate complaint proceeding, and not in response to the
Informational Filing.
Section VI.  Calculation of True-Up Adjustment

The True-Up Adjustment will be determinéd in the following manner:
L. The projected net revenue requirement on the Annual Transmission Revenue Requirement
Formula Estimate template, line 95, column 5 of Attachment H for the Service‘ Year will be
compared to the True-Up net revenue requirement for the same Service Year (Annual
Transmission Revenue Requirement True Up template, line; 88, column 5 of Attachment H of the
Joint Tariff) calculated in accordance with Attachment H of the Joint Tariff using Black Hills
Power’s FERC Form No. 1 for the same Service Year to determine any over or under recovery.
The sum of the excess or shortfall due to the actual versus projected net revenue requirement shall
constitute the “True-Up Adjustment” amount. The True-Up Adjustment and related calculations
shall be posted to Black Hills Power’s website and QOASIS no later than June 1 (or if that day falls

on a weekend or a holiday recognized by FERC, then the posting shall be due on the next business



day) following the issuance of the FERC Form No. 1 for the previous year, as set forth in Section II
of these protocols.

2. The True-Up Adjustment amount to be refunded or paid, as calculated on line 47 of the
Annual Transmission Revenue Reqliirement Capital True Up in Attachment H of the Joint Tariff,
shall be paid in full in July of each year. The amount on any over or under recovery shall be
allocated to the customers based on actual billing determinaﬁts for the preceding year.

3. Interest on any over recovery of the net revenue requirement shall be determined based on
Section 35.19a of FERC’s regulations. 18 C.F.R. § 35.192. Interest on any under recovery of
the net revenue requirement shall be determined using the interest rate equal to Black Hills
~ Power’s actual short-term debt costs capped at the applicable FERC refund interest rate. In either
case, the interest payable shall be calculated using an average interest rate for the sixteen (16)
- months during which the over or under recovery in the net revenue requirement exists (ie.,
January of the year prior through April of the year in which the true-up occurs). That interest rate
will be applied, with quarterly compoﬁnding, to the principal amount (i.e., the over or under

recovery in the net revenue requirement) for the eighteen (18) months during which that over or

under recovery exists.

Section VII. Changes to True-Up Adjustment or Projected Net Revenue Requirement

I. Any changes or adjustments made to the Tme-ij Adjustment after- the True-Up
Publication Date, including but not limited to changes or adjustments to the data inputs in Black
Hills Power’s FERC Form No. 1, or as the result of any FERC proceeding to consider the Annual
True-Up, or as a result of the procedures set forth herein, resulting in a-change to Black Hills
Power’s True-Up Adjustment, shall be: (1) posted on the Black Hills Power website and OASIS,

and, within ten (10) days of such posting, Black Hills Power shall provide notice to Interested



Parties of such posting via an email exploder; and (2) paid in full within thirty (30) calendar days
of the date that any such change or adjustment to the True-Up Adjustment is posted to Black Hills
Power’s website and OASIS, or in accordance with any FERC order. Interest on any refund or

surcharge shall be calculated in accordance with the procedures outlined in Section VI.3 of these

protocols or as FERC may otherwise order.

2. Any changes or adjustments made to the projected net revenue requirement after the
Projected Rate Publication Date, including but not limited to changes to the data inputs, or as the
result of any FERC proceeding to consider the projected net revenue requirement, resulting in a
change to Black Hills Power’s projected net revenue requirement, shall be posted on the Black
Hills Power website and OASIS, and, within ten (10) days of such posting, Black Hills Power shall
provide notice to Interested Parties of such posting via an email exploder. Any such changes or
adjustments to the projected net revenue requirement agreed to by Black Hills Power on or before
January 15 following the Projected Rate Publication Date will be reflected in the projected net
revenue requirement for that Service Year. Any changes or adjlustments made to the projected net
revenue requirement after January 15 following the Projected Rate Publication Date, including but
not limited to changes or adjustments as a result of any FERC proceeding to consider the projected
net revenue requirement, shall be reflected in Black Hills Power’s projected net revenue
requirement invoices to be delivered no later than thirty (30) days from the date of posting such
change or adjustment to Black Hills Power’s website and OASIS, or in accordance with any FERC
order. Invoices delivered prior to any such chénges or adjustments being made shall be
re-invoiced to reflect such changes or adjustments. Interest on any refund or surcharge shall Be

" calculated in accordance with the procedures outlined in Section V1.3 of these protocols or as

FERC may otherwise order.



Atfachment B



ATTACHMENT H

MONTHLY NETWORK TRANSMISSION REVENUE REQUIREMENT FOR
TRANSMISSION SERVICE ON THE AC TRANSMISSION SYSTEM

The Annual Transmission Cost for Transmission Service on the AC Transmission System
is:

a. Black Hills Component: Annual Transmission Revenue
' Requirement as determined pursuant to the
formula set forth in this Attachment H

b. ‘Basin Electric Component: $16,482,130
c. PRECorp Component:  $1,297,602

d. . Annual Transmission Cost: $(a+b+c)

The amounts in (a) (b) and (c) shall be effective until amended by the Transmission
Provider or until modified by the Commission. Each of Black Hills, Basin Electric and
PRECorp (“Party”) may unilaterally modify its component of the Annual Transmission
Cost pursuant to a filing with the FERC; provided that it must notify the other two Parties
in writing not less than thirty (30) days prior to making such filing, '

The Monthly Network Transmission Revenue Requiremenf shall be computed each month
as follows:

x=(y+12)-z

X = Monthly Network Transmission Revenue Requirement
Annual Transmission Cost (item 1(d))
= Revenues from all Point-to-Point Transmission Service on the AC

Transmission System in the month.

N
fl

Black Hills Power, Inc.

Annual Transmission Revenue Requirement Formula



m

Line

No.  RATE BASE:

GROSS PLANT IN S8ERVICE
Produciion
Transmission
New Construction CUS Assets
New Construction CUS Assets
Distribution
Ganeral & intangible
Allccated Plant

* Communication Systam
Common

TOTAL GROSS PLANT

SN H oA LN

11

12 ACCUMULATED DEPRECIATION
13 Praduction

14 Transmission

15 Additional Transmission Depr

16 Distribution

17 General & Infangible

18 Allocated Plant

18 Communication Systemn

20 Common

21 TOTAL ACCUM. DEPREGIATION
22

23 NET PLANT IN SERVICE

24 Production

z5 Transmission

26 New Construction CUS Assets
27 New Constsuction CUS Assets
28 Distribution

29 General & Intangible

30 Alecated Plant

31 Communication System
32 Common

32  TOTAL NET PLANT

34

35  ADJUSTMENTS TO RATE BASE
36 Account No. 281 {enter negative)
37 Account No. 282 {enter negative)
38 Account No, 283 (enter negative)
39 Account No. 190

40 Account No. 255 (enfer negative)
41 FAS 109 Adjustment

42  TOTAL ADJUSTMENTS

43

44  LAND HELD FOR FUTURE USE
45

46 WORKING CAPITAL (Notes C & H)
47 cwc

48 Materials & Supplies

49 Materials & Supplies

50 Prepayments (Account 165}

51 TOTAL WORKING CAPITAL

52

53 TRANSMISSION RATE BASE

Estimate

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.

@
Form No. 1
Page, Line, Col.

205.46.9
207.58.49

See Waorkpaper 2 (line 8)

See Workpaper 3 (line 19 col D)
207.75.9

See Workpaper 4 (line 5 col 1)
See Woarkpaper 5 (line 5)
207.94.9

356.1

(sum lines 1 - 9}

219.20-24.c

219.25.¢

See Workpaper 2 (line 48)
219.26.c

See Workpaper 4 (line 24 col 1)
See Workpaper: § (line 11)

See Workpaper 4 (line 22 col 2}
356.1

{sum lines 13 - 20)

{line 1 - line 13)
(ling 2 - line 14)
({line 3 - ine 15)
{line 4)

{line 5 - line 16)
{line 6 - fine 17)
{line 7 - line 18)
{line 8 - line 19)
{line 9 - lina 20)
(sum lines 24 - 32)

(Note A}

2738k

275.2.k

2779k

23438.c

267.8.h

(232.1f-278.1.1- 278.3.7j*35
(sum lines 36 - 41)

2144 (Note B)

(1/8 * line 63)
2275.¢

221 8¢

111.57.c

(sum lines 47 - 50)

{sum fines 33, 42, 44, & 51}

3)

Company Total

703,979,550

283,875,513

170,021,128
47,104,317
15,156,577

2,974,250

160,727,723

16,399,658
2,981,638
4,738,746

0

420,104,037

(4
Allocator
{page 4}
NA
TP 0.73987
Te 0.73987
TP 0.73987
NA
Wis 0.07016
wis | 0.07016
T&D 0.21360
CE ¢.00000
GP= 10.152%
NA
TPA 0.88176
TPA 0.88176
NA
WIS 0.07016
Wis 0.07018
T&D (.21360
CE 0.00000
Auto
Auto
Auto
Auto
Auto
Auto
Aute
Auto
Auto
NP= 11.178%
NA zero
NP 011178
NP 0.11178
NP 0.11178
NP 0.11178
NP 0.11178
DA 0.00000
Auto
T&D 0.21380D
TP 0.73987
GP 0.10152

Ly
Transmission
(Col 3 times Col 4}

52,479,764
12,760,607
2,200,570

2,206,407
354,621
1,468,503
—_—20
71,470,473

21,000,226
1,843,250

1,055,881
145,443
456,305

0
24,510,115

31470,537
10,817,347
2,200,570

1,150,526
209,178
1,012,199
_0
25,960,358

(7,628,663)
(982,375)
811,415
(34,335)
90,150
(7,743 500)

(=]

232,223
987,135
63,823
626,745
1,925,927

41,142,476




Cost of Service
Utifizing FERC Form 1 Data

Black Hills Power, Inc.

85 ESTIMATED REVENUE REQUIREMENT (sum lines 63, 71, &1, 80, 93) 30,014,930

Senvice Year 2009

1] (2} 3 4

Line Form No. 1 Allocator

No. Page, Ling, Col. Company Total (page 4)

0&M

54 Transmission 321.112.b Rk 0.73987
55 Less: Account 565 and 561 321.84-92b & 96.b TP 0.73887
56 ASG 323.194.b WIS 0.07016
57 Less FERC Annual Fees (Nete D)  350.1.b WIS 0.07016
58 Plus: Fixed PBOP expense (Note 1) W/S 0.07016
59 Less: Actual PBOP expense {Company Records) WiS 0.07016
60 Less; EPRI & Reg. Comm. Exp. & Non-safety Ad. (Note E) W/S 007016
81 Plus Trans Related Reg. Comm, Exp. {(Note E} (Warkpaper f line 11} TP 0.73987
62 Common 356.1 ? CE 0.00000
63 TOTAL O&M (sum lines 54, 56, 58, 61, 62 fess lines 55, 57, 59 , 60} 19,498,062

64 '

65 DEPRECIATION EXPENSE (Note 1)

66 Transmission 336.7.b TP 0.73987
67 New Construction CUS Assets See Workpaper 2 {line 13) ™ 0.73987
68 New Construction CUS Assets See Workpaper 3 (line 23) CTP 0.73087
BS Generat & intangible 336.10.b & 336.1.d&e Wis 0.07016
70 Common 336.11.k CE £.00000
I TOTAL DEPRECIATION (Sum lines 66 - 70)

72

73 TAXES OTHER THAN INCOME TAXES (Note F)

74 LABOR RELATED

75 Payroll ) 263.3i, 263.4i, 263.1 WIS 007016
76 Highway and vehicle 263. wWis 0.07016
77 PLANT RELATED

78 Property 263.23i GP 0.10152
79 Gross Receipts 263.0 NA zero
80 Other 263. 3 GP 0.10152
81 TOTAL OTHER TAXES (sum lines 75 - 80) 6,008,209

82

83

B84 INCOME TAXES {Note G)

85 T=1-{(1-8SIT)* {1 -FITI/{1-SIT*FIT*p)} = 35.00%

86 CIT=(TH-T} * (1-{(WCLTO/R)} = 34.99%

a7 where WCLTD=(line 156) and R= (line 159)

88 and FIT, SIT & p are as given in foetnote G.

1]

90 Total Income Taxes (line 86 " line 93)

91

92 RETURN

93 [ Rate Base (line 53) * R {ling 159)] Auto

94 h

(5}

Transmission
{Col 3 times Cof 4}

7210876
6,726,391
1,362,058
14,137
15,930
16,777

31 505
56,724

a
1.857,787

1221132
286,046
51,053
167,606
0

R

116,964
0

440,714
0

.
BT GIT.

1,363,778

3,807,187

9,412,267




Service Year 2009
Cost of Service

Utilizing FERC Form 1 Data
Black Hills Power, Inc.

SUPPORTING CALCULATIONS AND NOTES

tine
Ne.  TRANSMISSION PLANT INCLUDED IN JOINT TARIFF RATES
Fom 1 Reference,
Column (3) sum lines 2 - 4
Company Records

96 . Total fransmission plant 91,151,927

97 Less transmission plant excluded from Common Use Facilities
98 Less transmission plant included in Ancitlary Services

98  Transmission plant included in Common Use Facilllies (line 96 less lines 97 and 98) 65,840,975
100 Plus Common Use AC Facilities {line 110) 6,150,861
101 Total Gross Plant for the CUS System (line 99 plus line 100) 71,991,836
102  Total CUS Plant {line 96 plus line 110) 97,302,788
103 ’

104  Percentage of iransmission plant included in Common Use Facllities (line 101 divided by line 102) TP= 0.739874
105

1068  DISTRIBUTION PLANT INCLUDED IN JOINT TARIFF RATES Form 1 Reference

107 Total diskibution plant Column (3) line 5 239,728,489
408  Less distributicn plant excluded from Commen Use Facilifies Company Records 2
109 Less distributicn plant included in Ancillary Services ;
110 Common Use AC Fadliities (line 107 less lines 108 & 109) 6,150,861
1M1

112 Percentage of distribution plant inciuded in Common Use Facilities {line 107 divided by line 110} DP= 0.025658
113

114  ACCUMULATED DEPRECIATION Form 1 Reference

115 Tetal Transmission Accumulated Depreciation Column (3}, sum lines 14 - 15 25916,783
116  Less transmission plant excluded from Common Use Faciliies Company Records 3,428,179
117 Total Transmission Accurmnulated Depreciation included in Commen Use Facilities (line 115 - line 116) 22,488 604 o
118 Plus Common Use AC Facilities Accumulated Depreciation (line 127) ' 3,077,649
19 Total Accumulated Depreciation for the CUS System (line 117 plus line 118} 25,566,253
120  Total CUS Accumulated Depreciation (line 115 plus line 118) 28,994,432 —
121

122 - Perceniage of fransmission plant accumulated depreciation included in Common Use Facilities (line 119 divided by fine 120)  TPA= 0.881764
123

124 Form 1 Reference

125  Total Distribution Accumulated Depreciation 219.26.c 79,001,766
126  Less distribution accumulated depreciation excluded from Common Use Facilities {Company Records) 75.924,117
127  Common Use AC Farcilities (fine 125 less line 126) 3,077,649
128 :

129  Percentage of distribution plant accumulated depreciation included in Commen Use Facilities (line 127 divided by fine 125) DPA= 0.038957
130 -
131 WAGES & SALARY ALLOCATOR (W&S) i
132 Form 1 Reference $ TP Allocation
133 Transmission 354.21b BT, 074 866,872

134 Total Wages Expense 354.28b 000 Q WE&S Allocator
135 Less: A&G Wages 354.27.b 88,01; 0.00 0 (% / Allocation)
136 Adjusted Total (sum lines 134-135) 12,356,434 866,872 WS~ 0.0701&
137 o

138 TRANSMISSION & DISTRIBUTION ALLOCATOR (T&D) $ % TP T&D

139  Transmission Net Plant lines 25, 26 & 27 65,235,144 28.87%  T74% 21.36%

140 Distribution Net Plant line 28 160,727,723 71.13%

141 Totat (sum lines 139 - 140) 225,962,867  100% T&D =

142

143 RETURN(R) Form 1 Reference

144  Long Term Interest 117, sum of 62.¢ through 68.c

145

146  Preferred Dividends 118.29.c (positive number}

147

148  Development of Commaon Stock: Form 1 Reference

149 Proprietary Capital 112.16.c

150  Less: Prefemed Stock 112.3.c

151 Less: Undistributed Eamings 112.12.c {enter negative)

152  Less: Acoum Other Comp Inc 112.15.c (enter negative)

153 Adjusted Common Stock {sum lines 149-152) 233,656,800
154

155 Form 1 Reference 3 % Cost Weighted
156 Long Term Debt C112.24.c 3 43.00% T.71% 3.32%
157 Preferred Stock 112.3.c 0.00% 0.00% 0.00%
158 Adjusted Common Siock {see above line 153) 233,606, 57.00% (Note I) 10.80% (Note 1) 6.16%
159  Total (sum lines 156-158) 386,914,273 R= 947%




Senice Year 2009

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.

Note
Letter

A The balances in Accounts 281, 262, 283 and 190, as adjusted by any amounis in contra accounts identified as regulatory assets
or liabilities related to FASB 109, Balance of Account 258 is reduced by prior flow threugh and excluded if the utility
chose to utilize amertization of tax credits against taxable income. Account 281 is not allocated,
Identiffied in Form 1 as being only transmission related.
Cash Working Capita? assigned to fransmission is ane-eighth of O&M allocated to transmission at line 47, colurnn 5,
The FERC's annual charges for the year assessed the Transmission Owner for senice since annual charges assessed directly under this tariff.
Line 1 - EPRI Annual Membership Dues listed in Form 1 at 335.1.b, all Regulatery Commission Expenses iternized at 351.1.h, and non-safety
related advertising included in Account 830.1.
Includes only FICA, unemployment, highway, property, gross receipts, and other assessments charged in the current year.
Taxes related to income are excluded. Gross receipts taxes are nef included in transmission revenue requirement in rates,
since they are recovered alsewhere. .
G The currently effective income tax rate, where FIT s the Federal income tax rate; SIT is the State income fax rate, and p =
"the percentage of federal income tax deductible for state incomte taxes". If the utility is taxed in-more than one state it must attach a
work paper showing the name of each state and how the blended or compesite SIT was daveloped. Furthermore, a ulility that
elected to utilize amentization of tax credits against taxable income, rather than bock tax credits to Account No, 255 and reduce
rate base, must reduce its income tax expense by the amount of the Amortized Investmant Tax Credit (Form 1, 266.8.9)
multiplied by {1/1-T} {page 7, line 28).

moOm

-n

Inputs Required: FIT =
8iT= ¢ [State Income Tax Rate or Cormposiie SIT) . J—
p= i i {percent of fedeval income tax deductible for state purposes

H See Note H for the True-Up calculation.
| Depreciation rates, PBOR, ROE, and Capial Structure are fixed amounts that can be changed only through a Section 205 fifing.




Line
No.

SPE NG G w N =

P SO Y - A AN A W N -k
SRR R R R R R TR SR RN R R I B T e i

m

RATE BASE:

GROSS PLANT.IN SERVICE
Production
Transmissicn
Distribution
General & Intangible
Allocated Plant
Communication System
Commeon

TOTAL GROSS PLANT

ACCUMULATED DEPRECIATICN

Production
TFransmission
Distribution

General & Intangible
Allocated Plant
Communication System
Common

TOTAL ACCUM. DEPRECIATION

NET PLANT I[N SERVICE
Preduction
Transmission
Distribution
General & Intangible
Allocated Plant
Communication System
Common

TOTAL NET PLANT

ADJUSTMENTS TO RATE BASE
Account No. 281 {enter negative)
Account No., 282 {enter negative)
Account No. 283 (enter negative)

Account No, 190

Account No, 255 {enter negative}

FAS 109 Adjustment
TOTAL ADJUSTMENTS

LAND HELD FOR FUTURE USE

WORKING CAPITAL {Noles C & H)

CWG

Materials & Supplies

Materials & Supplies

Prepayments (Account 165)
TOTAL WORKING CAPITAL

TRANSMISSION RATE BASE

True Up

Cost of Service
Utilizing FERC Ferm 1 Data

Black Hills Power, Inc.

(2)
Form No, 1
Page, Line, Col.

{Note H)
205.46.g
207.58.9
207.75.9

See Workpaper 4§
See Workpaper 5
Sea Workpaper 4
386.1

(sum fines 1 -7}

(Mote H)
219.20-24¢c
219.25.¢

219.26.¢

218.268.c

See Workpaper
See Workpaper 4
356.1

{sum lines 11 - 17)

(Note H)

{line 1 - line 11)
{line 2 - line 12)
{line 3 - line 13}
{line 4 - line 14}
{line 5 - line 15}
{line 6 - line 15}
{line 7 - line 17}
(sum lines 21 - 27)

(Notes A & H)

2738k

2752k

2779k

2348.¢

2678h

(232.1.5-278.1.f - 278.3.fy.35
{sum lines 31 - 36)

214.x.d (Notes B & H)

{178 * line 58)
2275.¢c

227 8.¢c

111.57.d

(sum lines 42 - 45}

(sum fines 28, 37, 39, & 46)

3

Company Tofal

choooooc ol

Service Year;:!

(4)

Allocator
{page 4)

NA
TP 0.00000
NA
WIS 0.00000
wWis 0.00000
T&D 0.00000
GE 0.00000
GP= 0.000%
NA
TPA 0.00000
NA
wis 0.00000
Wis 0.00000
T&D 0.00000
CE 0.00000
Auto
Auta.
Auto
Auto
Auto
Aulo
Aulo
NP= C.000%
NA 2erc
NP 0.00000
NP 0.00000
NP 0.00000
NP 0.00000
NP 0.00000
DA 0,00000
Auto
T&D 0.00000
TP 0.00000
GF 0.00000

{5
Transmission
{Col 3 times Col 4}

ocooo o o‘oooo =

[ T
oo oo (=] o,

.

o‘oooo =

|




Senvice Year 2009

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.

M 2) 3 () (8)
Line Form No. 1 Allocator Transmission
No. Page, Line, Col. Company Total {page 4) (Col 3 times Col 4)
C&M

49 Transmission 321.112b TP 0.00000 0
50 Less: Account 565 and 561 321.84-92b & 96k TP 00000 o]
51 A&G 323.194.b Wis 0.00000 0
52 Less FERC Annual Fees (Note DY)  350.1.b WIS 0.00000 0
53 Plus: Fixed PBOP expense {Note 1} Wrs 0.00000 0
54 Less: Actual PBOP expense {Company Records) WIS 0.0G000 V]
55 Less: EPRI & Reg. Comm. Exp. & Non-safety Ad. {(Note E) Wis 0.00000 0
56 Plus Transmission Refated Reg. Comm. Exp, (Nofe E) TP 0.00000 1]
57 Common 356.1 CE 0.80000 0
58 TOTAL O&M (sum lines 49, 51, 53, 56, 57 less lines 50, 52, 54 , 55) [}
59
&80 DEPRECIATION EXPENSE (Note [) .
61 Transmission 336.7.b TP 0.0000D o]
62 General & intangible 336.10.b & 336.1.d&e WS 0.00000 0
63 Common 336.11.b CE 0.00000 0
64 TOTAL DEPRECIATION (Sum lines 61 - 63) [1]
65 o
66 TAXES OTHER THAN INCOME TAXES (Nofe F)
67 LABOR RELATED
€8 Payroli 263.3i, 263.4i, 263.121 W/iS 0.00000 o
69 Highway and vehicle 263.i wis - £0.00000 0 —
70 PLANT RELATED
71 Property 263.231 GP 0.00000 0
72 Gross Receipts 263.i NA, zero 1] -
73 Other 263, GP 0.0000¢ 0
74 TOTAL OTHER TAXES (sum lines 68 - 73) 0
75
76
77 INCOME TAXES {Note G)
78 T=1-{[(1-SIT)*(1 -FITi{1-SIT*FIT"p}} = 35.00%
79 CIT=(T/1-T) * {(1-(WCLTD/R)) = 53.85%
80 where WCLTD=(fine 154) and R= {line 157)
81 ang FIT, SIT & p are as given in footnote G,
82 —
83 Tefal Income Taxes (line 79 * line 86) i]
84
85 RETURN Auto o
86 - [ Rate Base {line 48} * R {line 157}]
87
88 REVENUE REQUIREMENT (sum lines 58, 64, 74, 83, 85) 0 0
89
90 ESTIMATED REVENUE REQUIREMENT (pg. 3 fine 95)
g1

[1]

92 TRUE-UP AMOUNT TO BE (REFUNDED)/PAID {line 88 - fne 90}



Line

No,

93
04
95
9B
97
98
99
100
101
102
103
104
105
106
107

108
109
110
111
112
13
114
§15
16
117
118
118
120
121
122
123
124
125
126
127
128
120
130
131
132
133
134
135
136
137
138
130
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156
157

Senvice Year 2l0[)9

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.
SUPPORTING CALCULATIONS AND NOTES

TRANSMISSION PLANT INCLUDEL IN JOINT TARIFF RATES
Form 1 Reference

Fotal ransmission plant : Column (3) line 2
Less kansmission plant excluded from Common Use Facilities Company Records
Less transmission plant included in Ancillary Services Company Records

Transmission plant included in Common Use Faclliies (line 93 less lines 94 and 95)
Plus Common Use AC Facilities {line 107)

Total Gross Plant for the CUS System (line 96 plus line 97)

Tetal CUS Plant (line 93 plus line 107}

Percentage of fransmission plant included in Common Use Facilities (line 28 divided by line 99) TP=

DISTRIBUTION PLANT INCLUDED IN JOINT TARIFF RATES Form 1 Reference

Total distribution plant Column (3) line 3

Less distribution plant excluded from Common Use Facilities Company Records

Lass distribution plant included in Ancillary Services Company Records

Common Use AC Facilities (line 104 less lines 105 & 106) [i}

Percentage of distribution plant included in Comman Use Fagilities {line 104 divided by line 107) _ DP= 0.000000

ACCUMULATED DEPRECIATION Form 1 Reference

Total Transmission Accumulated Depreclation Column (3) line 12

Less transmission plant excluded from Common Use Facilities Company Recerds

Total Transmission Accumulated Depreclation included in Common Use Facilities {line 112 - line 113) 0

Plus Common Use AC Facilities Accurmulated Depreciation (line 124} . a

Total Accumnulated Depreciation for the CUS System {line 114 plus line 115) [1]
0

Tetal GUS Accumuiated Depreciation {line 112 plus line 115}
Percentage of transmission plant accumulated depreciation included in Common Use Faciities (line 116 divided by line 117)  TPA= 0.000000

Form 1 Reference

Total Diskibution Accumulated Depreciation Column (3} line 13
Less distribution accumulated depreciation excluded from Common Use Facilities {Company Records)
Common Use AC Facilities (iine 122 less line 123) 0
Percentage of distribution plant accumulated depreciation included in Commeon Use Facilities (line 124 divided by line 122) DPA= 0.000090
WAGES & SALARY ALLOCATOR (W&S)
Form 1 Reference $ TP Allocation
Transmission 354,21b 0.00 [i]
Total Wages Expense 354.28b 0.00 a WA&S Allocator
Less: ARG Wages 354.27b 0.00 Q _($ / Aliocation)
Adjusted Total (sum lines 131-132) 0 wWs= 4.00000
TRANSMISSION & IESTRIBUTION ALLOCATOR'(T&D)
§ % TP T&D
Transmission Net Plant line 22 . 0 0.00% 0% ©0.00%
Distribution Net Plant : line 23 0 0.00%
“Total (sum lines 137 - 138) [ 0% T&D = 0.00%
RETURN (R) Form 1 Reference
Long Term Interest 117, sum of 62.¢ through 66.c
Preferred Dividends 118.29.¢ {positive number)
Development of Common Stock: Fom 1 Reference
Proprietary Capital 112.16.c
Less: Preferred Stock 112.3.c
Less: Undistributed Eamings 112.12.c {enter negative)
Less: Accum Other Comp Inc 112.15.c {enter negative)
Adjusted Common Stock {sum lines 147-150) -
Form 1 Reference 3 % Cost Weighted
Long Term Debt 112.24.¢ ' 43.00% 0.00% 0.00%
Preferred Stock 112.3.¢c 0.00% 0.00% 4.00%
Adjusted Common Stock {see abave line 151} 0 57.00% (Note | 10.80% (MNote ) 5.16%

Total {sum lines 154-156) a R= 5 16%




Senvice Year 2009

Cost of Service
Utilizing FERC Form 1 Data

Black Hills Power, Inc.

Note
Letter

A The balances in Accounts 281, 282, 283 and 190, as adjusted by any amounts in contra acceunts identified as regulatory assets
or liabilities related to FASS 102. Balance of Account 255 is reduced by prior flow through and excluded if the utility
chose to utilize amortization of tax credits against taxable income. Account 281 is not allocated.
Identified in Farm 1 as being only transmission related.
Cash Working Capital assigned to transmission is one-eighth of O&M allocated to transmission at line 42, column 5.
The FERC's annual charges for the year assessed the Transmission Owner for service since annual charges assessed directly under this tariff.
Line 1 - EPRI Annuzal Membership Dues listed in Form 1 at 335.b, all Regulatery Commission Expenses itemized at 351.h, and non-safely
refated adveriising included in Account 930.1. .
Inciudes only FICA, unemployment, highway, property, gross receipts, and other assessments charged in the current year. .
Taxes related to income are excluded, Gross receipts taxes are not included in transmission revenue requirement in rates,
since they are recovered elsewhere.
G The currently effective income fax rate, where FIT is the Federal income tax rate; SIT is the State income fax rate, and p =
“the percentage of federal income tax deductible for state income taxes”. If the ufility is taxed in more than one state it must attach a
work paper showing the name of each state and how the blended or composile SIT was developed. Furthemmore, & utility that
elected to utilize amortization of tax credits against taxable inceme, rather than book tax credits to Accourt No. 255 and reduce
rate base, must reduce its income tax expense by the amount of the Asnortized Investment Tax Credit (Form 1, 266.8.1)
multiplied by (1/1-T) (page 7. line 26). .
Inputs Reguired: FIT=" 1
SIT=

moOom

-

{State Income Tax Rate ar Coemposite SIT) J—
= (percent of federal income tax deductible for state purposes
H For the True-Up calculation anly, Gross Plant, Accumulated Depreciation and Net Plant are based on the 13-monthly plant balances.
All other rate base items are based an the average of the beginning of the year and end of year balances,
I Depreciation rates, PBOP, ROE, and Capital Structure are fixed amounts that can be changed only through a Section 205 filing.




Capital True Up

Line
No.

1" The True-Up Adjustment component of the Formula Rata for each Rate Year beginning with rates effective January 1, 2010 shall be determined as follows:

2 .

30 Beginning with 2009, no later than June 1 of each year, Black Hills Pawer shall recalculate an adjusted Annual

4 Transmission Revenue Requirement (ATRR) for the previous calendar year based on its actual costs as reflected

5 ta #s Farm No. 1 and its books and records for that calendar year, consisfent with FERC

-] accounting policies.

T

8 (i Brack Hills Power shall determine the difference between the recalculated ATRR as determined in paragraph (i)

4 above, and ATRR based on projected cosis for the previous calendar year (True-Up Adj before Interest).

1¢

1M i The True-Up Adjustment shall be determined as follows:

12

13 True-Up Adjustment equals the True-Up Adjustment before Interest mufliplied by (1+))218 manths.

14

15 Where: i= Sum of {the monthly rates forihe 4 months ending April 30 of the current year and

16 the monthly rates for the 12 months ending December 31 of the preceding year}

17 divided by 16 months.

18

18 Summary of Formula Rats Process including True-Up Adjust Using 2009 as an example;

20

21 Manth Year  Actlon

22 True-Up Calculation:

23 Stap 1 May 2070 TO populates the formula wih 2009 Actual data and ¢alculates the 2009 True-up Adjustment befere Interest

24 Step 2 May 2010  TO compares the revenue recaivad during 2089 o the True-Up calculation done above

25 Step3’ May 2010  TO calewates the interest te include in the 2009 True-Up Adjustment

26 Step 4 July 2010 TQ either collects or pays the lump-sum adjusiment ¢alculalad above

27 ' -

28 Annual Rate Calculation:
29 Step5 September 2010 TO populates the formula with 2009 Aclual data plus known additions placed in service (over $7,000,000) for 2010 (See WP 2 for an exampls)

30 Step8  September 2010 TO estimates transmission Capital Additions (over $1,000,000) for 2011 expecled to bs in service in 2011 {Ses WP 3 for an exampls)
-3 Step 7  September 2010 TO adds welghted Capital Adds, Accumutated Depreciation and Depreciation Expense to plant in sarvice in Farmula
32 Step 8  September 2010 Postresulls of Slep 7 on web site :

33 Slap®  October 2010 TO to hold an open meeting for it's customers and representatives 1o explain the formula rate projections and cost details
34 Step 10 January 2011 Results of Step 7 go into effect

36

36 Note 4: Te tha extent possible each inpul inic the Formula Rate used 1o calculate the actuaf ATRR included n ihe True-Up

37 Adjustmsnt either will ke taken directly from the FERC Form Ne. 1 or will be reconcilable to the FERC Form Ne. 1

38 by the application of cleady identified and supporied information. K the recongciliation i provided through a _
39 workshesl included in the filed Formula Rate template, the inputs fo the worksheet must meet this transparency

40 standard, and doing so will satisfy 1nis fransparency requirement for the amounts that are culput from the

41 - workshast and input to the main body of the Formulz Rats.

42

43 Complete for Each Cafendar Year beginning in 2009

44 Transmission

45 A . Trus-Up Amount {Transmission see pg 7 line 82 and Schedule 1 see pg 18 line 12}

45 8 Future Value Factor (1+7*18 -

47 G True-Up Amount to be (Refunded)/Paid based on 2008 Actual Load {(A"B) $0.00 $0.00 -
48

49 Where: i = average interest rate as calculated below

0

51 Intsrast on Amount of Refunds or Surcharges Interest 35.19a for Gurrent Year

g2 Interest 35.18a

&3 Manth Year for Morith

54 January Year 1 0.0000%

55 Febpuary Year 1 0.0000%

58 March Year 1 0.0000%

57 April Year 1 0.0000%

58 May Year 1 0.0000% B
59 June Year : 0.0000%

B0 July Year{ . 0.0000%

81 August Year 1 0.0000%

62 September Year { 0.0000%

82 Qctober Year 1 0.0000%

64 November Year 1 0.0000%

&5 Decamber Year 1 0.0000%

&6 January Year 2 0.0000%

&7 February Year 2 ; 0.0000%

2] March Year 2 0.0000%

89 April Year2 0.0000%

7 Average Interest Rate G.0000%



Black Hills Power, Inc.
Aanual Rate-Caleulation-and Frue-LpProecedures

—Notlater than-September 30-of each-year; Black Hills Power, Jae(“Formula Rate -

Protocols
Section 1. Applicability
The following procedures shall apply to Black Hills Power™)-shal-determine—ts—, Inc.’s

(“Black Hills Power™) calculation of its projected net revenue requirement-and-oad, actual net

revenue requirement, and True-Up Adjusiment (as that term is defined in Section VI.1 of these

protocols) for a calendar vear (“Service Year™).

Section II. _ Annual True-Up and Projected Net Revenue Requirement

1. On or before June 1 of each vear, Black Hills Power shall determine its actual net revenue

requirement and True-Up Adjustment (collectively. “Annual True-Up™) for the folewing—year

preceding Service Year in accordance with the Black Hills Power zate—formula rate under

Attachment H to the Joint Open Access Transmission Tariff of Black Hills Power, Basin Electric

Power Cooperative, and Powder River Energy Corporation (“Joint Tariff-) and Section VI of

these protocols, and shall post its Annual True-Up on the Black Hills Power website and QASIS.

Within ten (10) davs of such posting, Black Hills Power shall provide notice to Interested Parties

{as that term is defined in Section J1.6 of these protocols) of such posting via an email exploder list

for which Interested Parties may subscribe on the Black Hills Power website.

2. On or before September 30 of each vear, Black Hills Power shall detérmine its broiected

net revenue requirement for the following Service Year in accordance with the Black Hills Power

formula rate under the Joint Tariff, and shall post its projected net revenue requirement on the

Black Hills Power website and OASIS., Within ten (10) davs of posting the projected net revenue

requirement, Black Hills Power shall provide notice to Interested Parties of such posting to an




email exploder list for which Interested Parties may subscribe on the Black Hills Power website,

3. If the date for posting the Annual True-Up or the projected net revenue requirement falls on
a weekend or a holiday recognized by Federal Energy Regulatory Commission (“FERC”), then the
posting shall be due on the next business day. The dates on which posting of the Annual True-Up

and the projected net revenue requirement occur shall be that vear’s “True-Up Publication Date”

and “Projected Rate Publication Date,” respectively. Any delay in the True-Up Publication Date

or Projected Rate Publication Date will regult in an equivalent extension of time for the submission
of information and document requests discussed in Section IIT of these protocols.

4, The Annual True-Up shall:

A. Include a workable data-populated formula rate template and under]ying workpapers in B

native format with all formulas and links intact;

B. Be based on Black Hills Power’s F\.ERC Form No. 1 for the priof calendar vear;

C. Provide the formula rate calculations and all inputs thereto. as well as supporting

documentation and workpapers for data that are used in the Annual True-Up that are

not otherwise available in FERC Form No. 1:!

D. Provide sufficient information to enable Interested Parties to replicate the calculation

of the Annual True-Up results from FERC Form No. 1

E. Identify any changes in the formula references (page and line numbers) to FERC Form

No. 1;

! Tt is the intent of the formula rate. including the supporting explanations and allocations described therein, that each
input to the formula rate will be either taken djrectly from FERC Form No, | or reconcilable to FERC Form No. 1 by
the application of clearly identified and supported information. If the referenced form is superseded, the successor

form({s) shall be utilized and supplemented as necessary to provide equivalent information as that provided in_the
superseded form. If the referenced form(s) is (are) discontinued. eguivalent information as that provided in the
discontinued form(s) shall be utilized.




F. Identify all material adjustments made to the FERC Form No. | data in determining
formula inputs, including relevant footnotes to FERC Form No. | and any adjustments

. not shown in FERC Form No. 1;

G. Provide underlving data for formula rate inputs that provide greater eranilarity than is

required for FERC Form No. 1; 7

H. With respect to any change in accounting that affects inputs to the formula rate or the

resulting charges billed under the formula rate (““Accounting Change™):
- a. Identify any Accounting Changes, including:
i, the initial implementation of an accounting' standard or policy,

ii. the initial implementation of accounting practices for unusual or

unconventional items where FERC has not provided specific accounting

direction,

iii, correction of errors and prior period adjustments that impact the True-Up

Adjustment calculation,

iv. the implementation of new estimation methods or policies that chanee

prior estimates, and

v. changes to income tax clections:

b. Identify items included in the Annual True-Up at an amount other than on a

historic cost basis (e.g.. fair value adjustments);

¢. Identify any reorganization or merger transaction during the previous year and
explain the effect of the accounting for such transaction(s) on inputs to the

Annual True-Up: and




d. Provide, for each item identified pursuant to Sectidns IM.4Ha — 1.4.Hec of

these protocols, a namrative explanation of the individual impact of such

changes on the True-Up Adjustment.

5, The projected net revenue requirement shall:

A. Include a workable data-populated formula rate template and underlying workpapers in

native format with all formulas and [inks intact;

B. Be based on Black Hills Power’s most recent FERC Form No. 1;

C. Provide the formula rate calculations and all inputs thereto, as well as supporting

documentation and workpapers for data that are nsed in the projected net revenue

requirement that are not otherwise available in FERC Form No. 1:

D. Provide sufficient information to enable Interested Parties to replicate the calculation

of the projected net revenue requirement;

E. Wiih respect to any Accounting Change:

a. Identify anv Accounting Changes, including:

i, the initial implementation of an accounting standard or policy:

ii, the initial implementation of accounting praciices for unusual or

unconventional items where FERC has not provided specific accounting

direction;

ili. _correction of errors and prior period adjustments that impact the projected

net revenue requirement calculation;

iv. the implementation of new estimation methods or policies that change

priot estimates: and

v. changes to income tax elections;



b. Identify items included in the projected net revenue requirement at an amount

other than on a historic cost basis {e.g.. fair value adjustments);

¢. Identify anv reorganization or merger transaction during the previous vear and

explain_the effect of the accounting for such transaction(s) on inputs to the

projected net revenue requirement; and

d. Provide. for each item identified pursuant to Sections II.5.D.a — II.5.D.c of

these protocols, a narrative explanation of the individual impact of such

changes on the projected net revenue requirement.

6. Black Hills Power shall hold an open meeting among Interested Parties between_the

True-Up Publication Date and July | each vear (“Annpal True-Up Meeting”). No less than seven

(7 days prior to such Annual True-Up Meeting, Black Hills Power shall provide notice on its

website and OASIS of the time, date. and Jocation of .the Annual True-Up Meeting, and shall

provide notice of such meeting via an email exploder list. For purposes of these procedures, the

term Interested Party includes, but is not limited to, customers under the Joint Tariff, state utility

regulatory commissions, consumer advocacy agencies, and state attorneys general. The Annual

its Annual True-Up:

True-Up Meeting shall: ermit Black Hills Power to explain and clari

and (ii) provide fnterested Parties an opportunity to seek information and clarifications from Black

Hills Power about the Annual True-Up.

7. Black Hills Power shall hold an open meeting among Interested Parties between the

Projected Rate Publication Date and October 30 each vear (“Annual Projected Rate Meeting™).

No less than seven (7) days prior to such Annual Projected Rate Meeting, Black Hills Power shail

provide notice on its website and OASIS of the time, date, and Jocation of the Annual Projected

Rate Meeting, and shall provide notice of such meeting via an email exploder list. The Annual




Projected Rate Meeting shall: (i) permit Black Hills Power io explain and clarify its projected net

revenue requirement; and (ii) provide Interested Parties an opportunity to seek information and

clarifications from Black Hills Power about the projected net revenue requirement,

Section III, Information Exchange Procedures

Fach Annual True-Up and projected net revenue requirement shall be subject to the

following information exchange procedures (“Information Exchange Procedures™):

I, Interested Parties shall have until August 1 following the True-Up Publication Date (unless

such period is extended‘with the written consent of Black Hills Power or by FERC order) to serve

reasonable information and document requests on Black Hills Power (“True-Up Information

Exchange Period”™). If August 1 falls on a weekend or é holiday recognized by FERC, the

deadline for submitting all information and document requests for the True-Up Information

Exchange Period shall be extended to the next business day. Such information and document

- requests shall be limited to what is necessary to determine:

A. the extent or effect of an Accounting Change:

B. whether the Annual True-Up fails to include data properly recorded in accordance with

these protocols;

C. the proper application of the formula rate and procedures in these protocols;

D. the accuracy of data and consistency with the formula rate of the calculations shown in

the Annual True-Up;

E. the prudence of actual costs and expenditures;

F. the effect of anv change to the underlying Uniform System of Accounts or FERC Form

No. 1: or




(3. any other information that may reasonably have substantive effect on the calculation of

the charge pursuant to the formula rate.

The informaiion and document requests shall not otherwise be directed to ascertaining whether the
formula rate is just and reasonable.

2. Interested Parties shall have until November 30 following the Proiected Rate Publication

Date (unless such period is extended with the written consent of Black Hills Power or by FERC

order) to servé reasonable information and document requests on Black Hills Power (“Projected

Rate Information Exchange Period”). If November 30 falls on a weekend or a holiday recoénized

by FERC, the deadline for submitting all information and document requests for the Projected Rate

Information Exchange Period shall be extended to the next business day. Such information and

document requests shall be limited to what is necessary to determine:

A. the extent or effect of an Accounting Change;
B. whether the projected net revenue requirement fails to include data properly recorded

in accordance with these protocols;

C. the proper application of the formula rate and procedures in these protocols:

D. the accuracy of data and consistency with the formula rate of the calculations shown in

the projected net revenue requirement:

E. the prudence of projected costs and expenditures:

F. the effect of any change to the underlying Uniform System of Accounts or FERC Form

No. 1:0r

(G. any other information that may reasonably have substantive effect on the calculation of

the charge pursuant to the formula rate.

The information and document requests shall not otherwise be directed to ascertaining whether the




formula rate is just and reasonable.
3. Black Hills Power shall make available-te-customers—the-Seuth-Daketa-Public- Utilities

netrevenuerequirement-including informationa good faith effort to respond to information and

document regquests within fifteen (15) business davs of receipt of such requests. Black Hills

Power shall respond to all information and document requests submitted during the True-Up

Information Exchange Period by no later than Septembgr 1 following the True-Up Publication

Date, unless the True-Up Information Exchange Period is extended by Black Hilis Power or

FERC. Further, Black Hills Power shall respond to all information and document reguests

submitted during the Projected Rate Information Exchange Peried by no later than December 31

following thie Projected Rate Publication Date. unless the Projected Rate Information Exchange

Period is extended by Black Hills Power or FERC.

4. Black Hills Power will post on its website and OASIS all information and document

requests from Interested Parties and Black Hills Power’s response(s) to such requests: excent,

however, if responses to information and document requests include material deemed by Black

Hills Power to be privileged and/or confidential, such information will not be publicly posted but

confidential information will be made available to requesting parties provided that a

confidentiality agreement is executed by Black Hills Power and the requesting party.

5. Black Hills Power shall not claim that responses to information and document requests

provided pursuant to these protocols are subject to any settlement privilege, in anv subsequent

FERC proceeding addressing Black Hills Power’s Annual True-Up or projected net revenue

requirement.

Section IV. Challenge Procedures




1, Interested Parties shall have until September 15 foIioWing the True-Up Publication Date

{unless such périod is extended with the WI\'ittell consent of Black Hills Power or by FERC order)

to_review the inputs. supporting explanations, allocations and calculations and to notify Black

Hills Power in writing, which may be madg electronically, of any specific Informal Challenges to
the Annual True-Up. The period of time from the True-Up Publication Date until September 15

shall be referred to as the “True-Up Review Period.” If September 135 falls on a weekend or a

holiday recognized by FERC, the deadline for submitting all Informal Challenges regarding the

Annual True-Up shall be extended to the next business day.

2, Interested Parties shall have until January 15 following the Projected Rate Publication Date

{unjess such period is extended with the written consent of Black Hills Power or by FERC order)

to review the inputs, supporting explanations, allocations and calculations and to notify Black

Hills Power in writing, which may be made electronically, of any specific Infbrmal Challenges to

the projected net revenue requirement. The period of time from the Projected Rate Publication

Date until January 15 shall be referred to as the “Projected Rate Review Period.” If January 15

falls on a weekend or a holiday recognized by FERC, the deadline for submitting all Informal

Challenges regarding the projected net revenue requirement shall be extended to the next business

day.

3. Failure to pursue an issue through an Informal Challenge or to lodge a Formal Challenge

within the timelines provided in theses protocols regarding any issue as to a given Annual True-Up

or projected net revenue requirement shall bar pursuit of such issue with respect to that Angual -

True-Up or projecied net revenue requirement. but shall not bar pursuit of such issue or the lodging

of a Formal Challenge as to such issue as it relates to a subsequent Annual True-Up or projected

net revenue requirement.




4, A bartv submiftting an Informal Challenge to Black Hills Power must specify the inputs,

supporting explanations, allocations, calculations, or other information to which it objects. and

provide an appropriate explanation and documents to support its challenge. Black Hills Power

shall make a good faith effort to respond to anv Informal Challenge within twenty (20} business

days of notification of such challenge. Black Hills Power shall appoint a senior representative to

work with the party (or its representative) submitting the Informal Chalienge toward a resolution

of the dispute. and, where deemed necessary, may request the appointment of a FERC

Administrative Law Judge that is mutually acceptable to the challenging party to facilitate

discussions to attempt to resolve the dispute. If Black Hills Power disagrees with such challenge,
Black Hills Power will provide the Interested Party(ies) with an explanation supporting the inputs,

supporting explanations, allocations, calculations. or other information. No Informal Challenee

of the Annual True-Up or projected net revenue requirement may be submitted after September 15

and January 15. respectively. following the True-Up Publication Date and Projected Rate

Publication Date, unless September 15 or January 15 falls on a weekend or a holiday recognized

by FERC. in which case the deadline for submitting all Informal Challenges shall be extended to

the next business day. Black Hills Power must respond to: (1) all Informal Challenges of the

Annuval True-Up by no later than October 15 following the True-Up Publication Date, unless the

True-Up Review Period is extended by Black Hills Power or FERC: and (2) all Informal

Challenges of the projected net revenue requirement by February 15 following the Projected Rate

Publication Date, unless the Projected Rate Review Period is extended by Black Hills Power or

FERC.

5. Informal Challenges shall be subject to the resolution procedures and limitations in this

Section 1V. Formal Challenges shall be filed pursuant to these protocols and shall satisfy all of




the following requirements:

A, _A Formal Challenge shall:

a. Clearly identify the action or inaction which is alleged to violate the formula

rate or protocols;

b. Explain how the action or inaction violates the formula rate or protocols:

c. Set forth the business, commercial. economic or other issues presented by the

action or inaction as such relate to or affect the party filine the Formal

Challenge. including:

i. The extent or effect of an Accounting Change;

ii. Whether the Annual True-Up or projected net revenue requirement fails

to include data properiy recorded in accordance with these protocols:

iii. The proper application of the formula rate and procedures in these

protocols;

iv. The accuracy of data and consistency with the formula rate of the charges

shown in the Annual True-Up or projected net revenue requirement;

v. The prudence of actual or projected costs efplantinforecastedrate base

fonlyand expenditures;

vi, The effect of any change to the underlying Uniform Svstem of Accounts

or FERC Form No. 1: or

vii. Any other information that mayv reasonably have substantive effect on the

calculation of the charge pursuant to the formula rate.



- d. Make a good faith effort to quantify the financial impact or burden (if any)

created for the party filing the Formal Challenge as a result of the action or

naction;

e. State whether the issues presented are pending in an existing FERC proceeding

or a proceeding in any other forum in which the filing party is a party. and if so.

provide an explanation why timelv resolution cannot be achieved in that forum:

f. State the specific relief or remedy requested, including anv request for stay or

extension of time, and the basis for that relief:

g. Include all documents that support the facts in the Formal Challenge in

possession of, or otherwise attainable by, the filing party, including, but not

limited to. contracts and affidavits; and

h. State whether the filing party utilized the Informal Challenee procedures

described these protocols to dispute the action or inaction raised by the Formal

Challenge, and. if not, describe why not.

B. Service, Anv person filing a Formal Challenge must serve a copv of the Formal

Chalienge on Black Hills Power. Service to Black Hills Power must be simultaneous

with filing at FERC. Simultaneous service can be accomplished by electronic mail in

accordance with Section 385.2010(0(3) of FERC’s Rules of Practice and Procedure,

facsimile, express delivery, or messenger. 18 C.F.R. § 385.2010(H)(3). The party

filing the Formal Challenge shall serve the individual listed as the contact person on

Black Hills Power’s Informational Filing required under Section V of these protocols.

6. Informal and Formal Challenges shall be limited to all issues that may be necessary to

determine; (1) the extent or effect of an Accounting Change. (2) whether the Annual True-Up or



projected net revenue requirement fails to include data properly recorded in accordance with these

rotocols; (3) the proper application of the formula rate and procedures in these protocols; (4) the

accuracy_of data and consistency with the formula rate of the calculations shown in the Annual

True-Up and projected net revenue requirement: {5) the prudence of actual or projected costs and

expenditures: (6) the effect of any change to the underlying Uniform System of Accounts or FERC

Form No. 1: or (7) any other information that mav reasonably have substantive effect on the

calculation of the charge pursuant to the formula rate.

7. Black Hills Power will post on its website and OASIS all Informal Challenges from

Interested Parties and Black Hills Power’s response(s) to such Informal Challenges: except.

however, if Informal Challenges or responses to Informal Challenges include material deemed by

Black Hills Power to be privileged and/or confidential, such information will not be publicly

posted but confidential information will be made available to requesting parties provided that a

confidentiality agreement is executed by Black Hills Power and the requesting party.

8. An Interested Party shall have until March 15 following the True-Up Review Period and

Projected Rate Review Period (unless such date is extended with the written consent of Black Hills

Power to continue efforts to resolve the Informal Challenge) to make a Formal Challenge with

FERC, which shall be served on Black Hills Power on the date of such filing as specified in

Section I'V.5.B of these protobols. A Formal Challenge shall be filed in the same docket as Black

Hills Power’s Informational Filing discussed in Section V of these protocols. Black Hills Power

shall respond to the Formal Challenge by the deadline established by FERC. A party may not

pursue a Formal Challenge if that party did not submit an Informal Challenge during the applicable

True-Up Review Pericd or Projected Rate Review Period.

9. In any proceeding initiated by FERC concerning the Annual True-Up or projected net



revenue requifement or in response to a Formal Challenge, Black Hills Power shall bear the

burden. consistent with Section 205 of the Federal Power Act, of proving that it has correctly

applied the terms of the formula rate consistent with these protocols, and that it followed the

applicable requirements and procedures in Attachment H of the Joint Tariff and these protocols.

Nothing herein js _intended to_alter the burdens applied by FERC with respect to prudence

challenges.

10.  Except as specifically provided herein, nothing herein shall be deemed to limit in any way

the right of Black Hills Power to file unilaterally. pursuant to Federal Power Act Section 205 and

the regulations thereunder, to change the formula rate or anv of its inputs (including, but not

' limited to, rate of return and transmission plant-13-menth-balancesare projected—the-balance-isthe

detailincentive rate treatment), or to replace the formula rate with a stated rate, or the right of any

other partv to request such changes pursuant to Section 206 of the Federal Power Act and the

regulations thereunder.

— The True-up-Adjustment-11. No party shall seek to modify the formula rate u_nder the

Challenge Procedures set forth in these protocols, and the Annual True-Up and projected net

revenue requirement shall not be subject to challenge bv anvone for the purpose of modifying the

formula rate. Any modifications to the formula rate will require, as applicable, a Federal Power

"
I



Act Section 205 or Section 206 filing.

12. Any Interested Party seeking changes to the application of the formula rate due to a change

in the Uniform System of Accounts or FERC Form No. 1, shall first raise the matter with Black

Hills Power in accordance with this Section IV before pursuing 2 Fomlal Challenge.

Section V.  Informational Filings

L. By March 1 of each year, Black Hills Power shall submit to FERC an informational filing

(“Informational Filing™) of its projected net revenue requirement and Annual True-Up in

connection with the postings performed in accordance with Section II of these protocols during the

prior vear. This Informational Filing must include the information that is reasonablv necessary to

determine: (1) that inmit data under the formula rate are properly recorded in anv underlying

workpapers: (2) that Black Hills Power has properly applied the formula rate and these procedures:

(3) the accuracy of data and the consistency with the formula rate of the net revenue requirement

and rates under review; (4) the extent of accounting changes that affect formula rate inputs: and (5)

the reasonableness of projected costs. The Informational Filing shall include the formula rate

template and underlying workpapers in native format fullv populated and with formulas intact.

The Informational Filing also must describe any corrections or adjustments made during that

period, and must describe all aspects of the formula rate or its inputs that are the subject of an -

ongoing dispute under the Informal or Formal Challenge procedures.  Within five (5) days of such

Informational Filing, Black Hills Power shall provide notice of the Informationa) Filing via an

email exploder list and bv posting the docket number assigned to Black Hills Power’s

Informational Filing on its website and OASIS.

2. Anv challenges to the implementation of the Black Hills Power formula rate under

Attachment H of the Joint Tariff must be made through the Challenge Procedures described in




Section IV of these protocols or in a separate complaint proceeding, and not in response to the

Informational Filing.

Section VI, Calculation of True-Up Adjustment

The True-Up Adjustment will be determined in the following manner:-

1. 1— EstimatedThe projected net revenue requirement on the Annual Transmission

revenues-onpage—160bRevenue Requirement F ormula Estimate template, line 95, column 5 of
Attachment H for the Service Year will be compared to the True-up-NetRevenue Requirement Up

net revenue requirement for the same Service Year (page168fAnnual Transmission Revenue

Requirement True Up template, line 88, column 5 of Attachment H of the Joint Tariff) calculated

in accordance with BlackHillsPewers—Attachment H of the Joint Tariff using Black Hills

Pewer'sPower’s FERC Form No. 1 for the same Service Year to determine any over or under

recovery—=. _The sum of the excess or shortfall due to the actual versus projected net revenue

requirement shall constitute the “True-spUp Adjustment™:” amount. The Truc-apUp

Adjustment and related calculations shall be poéted to the Transmission Provider’s OASIS noJater

Power’s website and QASIS no later than June 1 (or if that day falls on a weekend 'or a holiday

recognized by FERC, then the posting shall be due on the next business day) following the

issuance of the FERC Form No. 1 for the previous vear. as set forth in Section If of these protocols.

2. The True-Up Adjustment amount to be refunded or paid. as calculated on line 47 of the

Annual Transmission Revenue Requirement Capital True Up in Attachment H of the Joint Tariff,
shall be paid in full in July of each year. The amount on any over or under recovery shall be
allocated to the customers based on actual billing determinants for the preceding year.




3. Z———-1Interest on any over- recovery of the net revenue requirement shall be determined

based on EERE sregulations-at 18- C-FER-§Section 35.19a; of FERC’s regulations. 18 C.FR. §

35.19a. Interest on any under-recovery of the net revenue requirement shall be determined using

the interest rate equal to Black Hills PewersPower’s actual short-term debt costs capped at the

applicable FERC refund interest rate. _In either case, the interest payable shall be calculated as

follows—The-using an average interest rate will-be-determined-using-the-applicablerate-averaged

acressfor the sixteen (16) months;_during which the over or under recovery in the net revenue

requirement exists (i.e., January of the year prior through-the April of the year in which the true-up

occurss). That interest rate will be applied, with quarterly compounding, to the principal amount
(i.e., the over or under recovery in the net revenue requirement) for the eighteen (18) months

during which that over or under recovery exists.— -

July-Section VIL Changes to True-Up Adjustment or Projected Net Revenue

Requirement

1. Any changes or adjustments made to the True-Up Adjustment after the True-Up

Publication Date, including but not limited to changes or adjustments to the data inputs in Black

Hills Power’s FERC Form No. 1, or as the result of any FERC proceeding to consider the Annual

True-Up. or as a result of the procedures set forth herein, resulting in a change to Black Hills

Power’s True-Up Adjustment, shall be: (1) posted on the Black Hills Power website and QOASIS,

and, within ten (10) days of such posting, Black Hills Power shall provide notice to Interested

Parties of such posting via an email exploder; and (2) paid in full within thirty (30) calendar days

of the date that anv such change or adjustment to the True-Up Adjustment is posted to Black Hills



Power’s website and OASIS, or in accordance with any FERC order. _Interest on any refund or

surcharge shall be calculated in accordance with the procedures outlined in Section VI3 of these

nrotocols or as FERC may otherwise order.

2. Anv changes or adjustments made to the projected net revenue requirement afier the

Projected Rate Publication Date, including but not limited to changes to the data inputs, or as the

resuit of anv FERC proceeding to consider the projected net revenue requirement, resulting in a

change to Black Hiils Power’s projected net revenue requirement. shall be posted on the Black

Hills Power website and OASIS. and, within ten (10) days of such posting, Black Hills Power shall
provide notice to Interested Parties of such posting via an email exploder. Any such changes or

adjustments to the projected net revenue requirement agreed to by Black Hills Power on or before

January 15 following the Pmieéted Rate Publication Date will be reflected in the projected net

revenue requirement for that Service Year. Any changes or adjustments made to the projected net

revenue requirement after January 15 following the Projected Rate Publication Date, including but

not limiied to changes or adjustments as a result of any FERC proceeding to consider the projected

net revenue requirement. shall be reflected in Black Hills Power’s projected net revenue

requirement invoices to be delivered no later than thirty (30) davs from the date of posting such -

change or adjustment to Black Hills Power’s website and OASIS, or in accordance with any FERC

order. Invoices delivered prior to any such changes or adjustments being made shall be

re-invoiced to reflect such changes or adjustments. Interest on anv refund or surcharge shall be

calculated in accordance with the procedures outlined in Section VI.3 of these protocols or as

FERC may otherwise order.







CERTIFICATE OF SERVICE
Pursuant to Rule 2010 of the Commission’s Rules of Practice and Procedure, 18
C.F.R. § 385.2010 (2014), I hereby certify that T have this day served a copy of the
foregoing on all persons designated on the official service list compiled by the Secretary
in this proceeding.
Dated at Washington, D.C. this 12th day of September, 2014.

/s/ Blake R. Urban
Bilake R. Urban

Counsel to Black Hills Corporation





