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Cheyenne Light, Fuel and Power Company (2) A Resubmission 04/15/2011 

NOTES TO FINANCIAL STATEMENTS (Continued) 

(2) PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment at December 31 consisted of the following (dollars in thousands): 

Electric plant: 
Production $ 185,599 
Transmission 4,316 
Electric distribution 97,370 
General 2,791 

Gas plant: 
Gas distribution 49,765 
General 1, 115 

General 14,353 

Total 355,309 

Less accumulated depreciation 29,395 
Total net of accumulated 
depreciation 325,914 

Construction work in progress 6.818 

Net electric and gas plant $ 332,732 

(3) REGULATORY ASSETS AND LIABILITIES 

Weighted 
Average 

Useful Life 

45 $ 
45 
48 
18 

55 
15 

24 

182,845 
3,697 

96,270 
2,602 

46,358 
639 

14, 106 

346,517 

25 ,978 

320,539 
4,534 

$ 325,073 

Weighted 
Average 

Useful Life 

45 
44 
44 
26 

55 
16 

24 
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Lives 
(in years) 

45 
40-45 
15-45 
3-25 

15-65 
10-25 

3-45 

We are subject to regulations by state and federal agencies. The accounting policies followed are generally subject to the Uniform 
System of Accounts ofFERC. Our financial statements follow accounting standards for regulated operations and reflect the effects of 
the different ratemaking principles followed by the jurisdictions we are regulated by. If rate recovery becomes unlikely or uncertain 
due to competition or regulatory action, these accounting standards may no longer apply. As of December 31, 2010 and 2009, we had 
$18. 7 million and $16.6 million, respectively, in regulatory assets for which we will recover costs, but are not allowed a return, and 
$21.6 million and $18.6 million in regulatory liabilities, respectively. 

We file monthly with the WPSC a GCA to be included in tariff rates for the following periods. The GCA is based on forecasts of the 
upcoming month's gas costs. To the extent that energy costs are under-recovered or over-recovered, they are recorded as a regulatory 
asset or liability, respectively. 

We file annually with the WPSC a PCA to be included in tariff rates for the period April to March. The PCA is based on calendar year 
actual costs for purchased power, transmission, fuel and emission allowances. The PCA is subject to a $1 million threshold: we collect 
or refund 95% of the increase or decrease that exceeds the $1 million threshold, and we absorb the increase or retain the savings for 
changes below the threshold. 
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The following table summarizes the regulatory assets and regulatory liabilities at December 31 (in thousands): 

Recover)'/Settlement Period 2010 2009 
Regulatory assets: 

Deferred energy costs(a) less than two years $ 7,126 $ 6,706 

AFUDdb) Up to 43 years 3,902 3,664 

Bond issue cost(c) Amortized over 27 years 3,847 3,990 

Employee benefit plansCe) Amortized over 13 years 3,245 1,521 

Other 538 693 

$ 18,658 $ 16,574 

Regulatory liabilities: 

Cost of removal for utility plant(d) Up to 43 years $ 18,359 $ 16,861 
Unamortized gain on reacquired debt Over 13 years 1,024 1,102 

Employee benefit plans(t) Amortized over 13 years 1,747 

Other 516 599 

$ 21,646 $ 18,562 

(a) Deferred energy costs represent the oost of electricity delivered to our electric utility customers in excess of current rates and which will be 

recovered in future rates. 
(b) The equity component of AFUD i considered a permanent difTercncc fo r tax purposes wilh the tax benefit being 11owed through to 

customers as pr'escribed or al lowed by regulators . If, based on a regulator's act.ion, it is probable Lhe uiil ity will recover lhe future increase 
in taxes payable represented by th is flow-through treatment lhrough a rate revenue increase, a regulatory asset is recognized. TI1is 
regu latory asset itself i a temporary difference for which a deferred tax liabil ity must be recognized. Accounting standards for income 
taxes specifically address AFUDC-equity, and require a gross-up of suob amow1ts 10 relkcl the revenue requirement associated with a 

rate-regulated environment. 
(c) In 2007, we entered into a treasury lock to hedge a First Mortgage Bond. This treasury lock cash settled on October 15, 2007, and 

resulted in a $4.3 million payment to the counterparty. The payment was recorded as a regulatory asset and is amortized over the life of the 

related bonds as additional interest expense. 
(d) Cost ofremoval for utility plant represents the estimated cumulative net provisions for future removal costs included in depreciation 

expense for which there is no legal removal obligation. 
(e) Employee benefit plans include unrecognized prior service costs and actuarial gain/loss with our postretirement benefit plans. The balance 

fluctuates annually with changes in retirees and claims. 
(f) Employee benefit plans represent a probable future reduction in revenue that will result when certain deferred tax assets related to 

postretirement obligations are realized. 
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Accounting standards for asset retirement obligations requires disclosure of retirement obligations associated with long-lived assets 
and that the present value of retirement costs for which a company has a legal obligation be recorded as liabilities with an equivalent 
amount added to the asset cost and depreciated over an appropriate period. The liability is then accreted over time by applying an 
interest method of allocation to the liability. We have identified legal retirement obligations related to the removal offuel tanks and 
transformers containing polychlorinated biphenyls or PCB's. 

The following table presents our asset retirement obligations, which were included on the accompanying Balance Sheets in Defe1Ted 
credits and other liabilities - Other (in thousands): 

Beginning Balance 
Liabilities incurred 
Liabilities settled 
Accretion 

Ending balance December 31, 

(5) LONG-TERM DEBT 

Long-te1m debt outstanding at December 31 was as follows (in thousands): 

First mortgage bonds: 
6.67% bonds due 2037 

Industrial development revenue bonds, variable rate, due 2021 (a) 

Industrial development revenue bonds, variable rate, due 2027(a) 

Total long-term debt 

Less current maturities 

Net long-term debt 

(a) Interest rates in effect were 0.4% as of December 31, 2010. 

$ 

$ 

$ 

$ 

$ 

2010 2009 

199 $ 190 

9 $ 9 

208 $ 199 

2010 2009 

110,000 $ 110,000 

7,000 7,000 

10,000 10,000 

127,000 127,000 

127.000 $ 127.000 

Substantially all of our tangible utility property is subject to the lien of the indenture securing our first mortgage bonds. Our first 
mortgage bonds may be issued in amounts limited by property, earnings and other provisions of the mortgage indenture. 

There are no scheduled maturities of the debt prior to 2021. Interest paid on the debt will be approximately $7.4 mill ion for each of 
the years 2011-2015, calculated using variable interest rates as of December 31, 2010. 

We completed a $17 million weekly variable rate refunding bond issuance on September 3, 2009. The new issue replaced existing 
debt and the bond credit support structure from an AMBAC Financial Group insurance policy to a direct-pay letter of credit issued by 
Wells Fargo Bank, Laramie County, Wyoming was the tax-exempt conduit issuer for this transaction. The bonds were issued in two 
series: a $10 million series maturing March I, 2027 and a $7 mill ion series maturing September I, 2021. The principal amounts and 
maturity dates did not change from the original financing. Including the letter of credit fees and other issuance costs, the current all-in 
rate as of December 31, 2010 was approximately 2.77% 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

(6) FAIR VALUE OF FINANCIAL INSTRUMENTS 

The estimated fair values ofour financial instruments at December 31 were as follows (in thousands): 

2010 2009 
Carrying Amount Fair Value Carrying Amount 

Cash and cash equivalents $ 56 $ 56 $ 95 $ 
Restricted Cash $ 6 $ 6 $ 6 $ 
Long-term debt $ 127,000 $ 132,012 $ 127,000 $ 
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Fair Value 

95 
6 

133,886 

The following methods and assumptions were used to estimate the fair value of each class of our financial instruments. 

Cash and Cash Equivalents 

The carrying amount approximates fair value due to the short maturity of these instruments. 

Long-Term Debt 

The fair value of our long-term debt is estimated based on quoted market rates for debt instruments having similar maturities and 
similar debt ratings. 

(7) INCOME TAX 

Income tax expense for the years ended December 31 was (in thousands): 

Current 

Deferred 

IFERC FORM NO. 1(ED.12-88) 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

The temporary differences which gave rise to the net deferred tax liability at December 31 were as follows (in thousands): 

Deferred tax assets, current: 
Asset valuation reserve 
Employee benefits 

Unbilled revenue 

Deferred tax liabilities, current: 
Prepaid expenses 

Deferred energy costs 

Net deferred tax assets (liabilities), current 

Deferred tax assets, non-current: 
Plant-related differences 
Regulatory liabilities 
Investment tax credit 
Employee benefits 

Other 

Deferred tax liabilities, non-current: 

$ 

$ 

$ 

Accelerated depreciation and other plant-related differences $ 
AFUDC - equity 
Regulatory assets 

Other 

Net deferred tax assets (liabilities), non-current $ 

Net deferred tax asset (liability) $ 

2010 2009 

117 $ 37 
146 146 

515 

263 698 

(72) (56) 
(2,224) (2,455) 

(2,296) (2,511) 

2 033)$ ( I 813) 

878 $ 1,091 
1,928 761 

182 202 
2,803 2,613 
1,306 912 

7,097 5,579 

(37,498)$ (31,613) 
(2,551) (2,398) 
(1,351) (1,818) 
(1,539) (1,589) 

(42,939) (37,418 ) 

(35,842 )$ (3 I 839) 

(37,875 $ (33 652 ) 

The following table reconciles the change in the net deferred income tax asset (liabilities) from December 31, 2009 to 
December 31, 2010 and from December 31, 2008 to December 31, 2009 to deferred income tax expense (in thousands) : 

Net change in deferred income tax assets (liabilities) $ 
Deferred taxes related to regulatory assets and liabilities 

Other 

4,223 $ 
686 
(27) 

11,318 
(146) 
(175) 

Deferred income tax expense for the period _$ ______ 4,_,8_8_2_$ ______ 1_0_,9_9_7_ 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

The effective tax rate differs from the federal statutory rate for the years ended December 31 as follows: 

Federal statutory rate 
Amortization of excess defe1Ted and investment tax credits 

Equity AFUDC 
Tax return true-up 

Other 

35.0 % 
(0.3) 
(0.1) 
(0.2) 
0.1 

34.5% 
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35.0 % 
(0.4) 

0.4 
(0.6) 

34.4% 

Accounting standards for income taxes including uncertain tax positions prescribe a recognition threshold and measurement attribute 
for the financial statement recognition and measurement of a tax position taken or expected to be taken. 

The following table reconciles the total amounts ofunrecognized tax benefits at the beginning and end of the period (in thousands): 

Unrecognized tax benefits January 1 

Additions for prior year tax positions 
Reductions for prior year tax positions 

Additions for current year tax positions 

Unrecognized tax benefits December 31 

$ 

$ 

1,521 $ 

(374) 

1,147 $ 

1,967 

850 
(1,296) 

1,521 

The total amount ofunrecognized tax benefits that, if recognized, would impact the effective tax rate is approximately $0.1 million. 

It is our continuing practice to recognize interest and penalties related to income tax matters in income tax expense. During the years 
ended December 31, 2010 and 2009, there were no penalties and interest expense recognized was not material to our financial results. 

We file income tax returns in the United States federal jurisdiction as a member of the Parent Company consolidated group based on 
amounts calculated on a separate return basis. We do not anticipate that total unrecognized tax benefits will significantly change due 
to the settlement of any audits or the expiration of statute oflim itations prior to December 31, 2011. 
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(8) EMPLOYEE BENEFIT PLANS 

Funded Status of Benefit Plans 
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The funded status ofpostretirement benefit plans is required to be recognized in the statement of financial position. The funded status 
for pension plans is measured as the difference between the projected benefit obligation and the fair value of plan assets. The funded 
status for all other benefit plans is measured as the difference between the accumulated benefit obligation and the fair value of plan 
assets. A liability is recorded for an amount by which the benefit obligation exceeds the fair value of plan assets or an asset is recorded 
for any amount by which the fair value of plan assets exceeds the benefit obligation. 

Unrecognized net periodic benefit cost is classified and recorded as a regulatory asset or regulatory liability, net of tax in accordance 
with accounting standards for regulated utility operations. As of December 31, 20 I 0 and 2009, the underfunded status of our Defined 
Benefit Pension Plan (the "Pension Plan") was $2.1 million and $1.6 million, respectively, and the underfunded status ofour 
Non-Pension Defined Postretirement Plan (the "Postretirement Plan") was $9. J million and $7.0 million, respectively. 

Defined Benefit Pension Plan 

We have a noncontributory Pension Plan covering our employees who meet certain eligibility requirements. The benefits paid by us 
for the bargaining unit employees are based on years of service and compensation levels during the highest three consecutive 12-month 
periods of service, reduced by the vested benefits under the predecessor plan, if any. The benefits for non-bargaining unit employees 
are based on annual credits for each year of service plus investment credits. 

In July 2009, the Board of Directors approved a freeze to the Pension Plan (with the exception of bargaining unit participants). The 
freeze was effective January I, 20 I 0 and eliminated all non-bargaining unit employees from participation in the Pension Plan. Pension 
Plan assets and obligations were revalued as of December 31, 2009 in conjunction with the curtailment of the Pension Plan and we 
recognized a pre-tax curtailment expense of Jess than $0.1 million in the fourth quarter of 2009. 

Our funding policy is in accordance with the federal government's funding requirements. The Pension Plan's assets are held in trust 
and consist primarily of equity and fixed income investments. We use a December 31 measurement date for the Pension Plan. 

The Investment Policy for the Pension Plan is to seek to achieve the following long-term objectives: 1) a rate of return in excess of the 
annualized inflation rate based on a five year moving average; 2) a rate of return that meets or exceeds the assumed actuarial rate of 
return as stated in the Pension Plan's actuarial report; 3) a rate of return on investments, net of expenses, that is equal to or exceeds 
various benchmark rates on a moving three year average, and 4) maintenance of sufficient income and liquidity to pay monthly 
retirement benefits. The policy strategy seeks to prudently invest in a diversified portfolio of predominately equity and fixed income 
assets. The policy contains certain prohibitions on transactions in separately managed portfolios in which the Pension Plan may invest, 
including prohibitions on short sales. 

The Pension Plan's expected long-term rate ofreturn on assets assumptions is based upon the weighted-average expected long-term 
rate of return for each individual asset class. The asset class weighting is determined using the target allocation for each class in the 
Pension Plan portfolio. The expected long-term rate of return for each asset class is determined primarily from adjusted long-term 
historical returns for the asset class. It is anticipated that long-term future returns will not achieve historical results. 

Cash Flows 

We made a $15,000 contribution to the Pension Plan in 2010 and anticipate a contribution to the Pension Plan in 2011 of 
approximately $0.8 million. 
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Our funding policy is in accordance with the federal government's funding requirements. The pension assets are held in trust and 
consist primarily of equity and fixed income investments. 

The percentages of total plan asset fair values by investment category for our Pension Plan at December 31 were as follows: 

Asset Class 

Equity 
Fixed income 

Cash 

Total 

Non-pension Defined Benefit Postretirement Plan 

67% 
31% 

2% 

100% 

69% 
29% 

2% 

100% 

Certain bargaining unit and non-bargaining unit employees are participants in our postretirement healthcare plan and are entitled to 
postretirement healthcare benefits. These benefits are subject to premiums, deductibles, co-payment provisions and other limitations. 
We may amend or change the Plan periodically. We are not pre-funding the retiree medical plan. We use a December 31 
measurement date for the Plan. In July 2009, the Board of Dir ctors approved an amendment to Lhe Plan which changed the structure 
of the Plan for non-union employees to a Retiree Medical Savings Account and expanded eligibility of Plan participants effective 
January I, 2010. It has been determined that the Plan's post-65 retiree prescription drug plans are actuarially equivalent and qualify for 
the Medicare Part D subsidy. 

Plan Assets 

The Plan has no assets. We fund on a cash basis as benefits are paid. 

Estimated Cash Flows 

The estimated employer contribution is expected to be $0.3 million in 2011. 
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Accounting standards for compensation-retirement benefits provide a single definition of fair value as the price that would be received 
to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date and also 
require disclosures and establishes a fair value hierarchy that prioritizes the inputs used to measure fa ir value. The fair value hierarchy 
ranks the quality and reliability of the information used to determine fair values giving the highest priority 10 unadjusted quoted prices 
in active markets for identical assets or liabilities (level I measurements) and the lowest priority to unobservable inputs (level J 
measurements). The pension plan is able to classify fair value balances based on the observability of inputs. 

Financial assets and liabilities carried at fair value are classified and disclosed in one of the following three categories: 

Level I - Unadjusted quoted prices avail able in active markets that are accessible at the measurement date for identical 
unrestricted assets or liabilities. 

Level 2 - Pricing inputs include quoted prices for identical or similar assets and liabilities in active markets, quoted prices for 
identical or similar assets or liabilities in markets that are not active, inputs other than quoted prices that are observable for the 
asset or liability and inputs that are derived principally from or corroborated by observable market data by correlation or other 
means. 

Level 3 - Pricing inputs include significant inputs that are generally less observable from objective sources. 

As required by accounting standards for fair value disclosure, assets and liabllities are c lassified in their entirety based on the lowest 
level of input that is s ignificant t the fair value measurement. Our assessment of the significance of a panicular input to the fair value 
measurement requires judgment, and may affect its placement within the fair value hierar hy levels. The following tables set forth, by 
level within the fair value hierarchy, the assets that were accounted for at fair value on a recurring basis as of De ember 31, 20 I 0 and 
2009 (in thousands): 

Defined Benefit Pension Plan December 31, 20 I 0 

Recurring Fair Value Measures Level I Level2 Level3 Total 

Registered Investment Companies $ 2,017 $ $ -$ 2,017 

Common Collective Trust 1,717 1,717 

Insurance Contract 232 232 

Total investments measured at fair value $ 2,017 $ 1,949 $ - $ 3,966 

Defined Benefit Pension Plan December 31, 2009 

Recurring Fair Value Measures Level 1 Level 2 Level 3 Total 

Registered Investment Companies $ 2,043 $ $ -$ 2,043 

Common Collective Trust 1,666 1,666 

Total investments measured at fair value $ 2,043 $ 1,666 $ -$ 3,709 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

The following tables provide a reconciliation of the Employee Benefit Plan's obligations and fair value of assets, components of 
regulatory assets and regulatory liabilities, and the net periodic expense (in thousands): 

Benefit Obligations 

Change in benefit obligation: 

Non-pension Defined Benefit 
Defined Benefit Pension Plan Postretirement Plan 

2010 

Projected benefit obligation at beginning of year $ 5,297 $ 

Service cost 568 
Interest cost 312 
Actuarial (gain) loss 77 
Amendments 

Benefits paid (204) 
Plan curtailment reduction 

Participant contributions 

Net increase 753 

Projected benefit obligation at end of year $ 6,050 $ 

A reconciliation of the fair value of Plan assets is as follows (in thousands): 

Beginning market value of plan assets 
Investment income (loss) 

Contributions 
Benefits paid 

Plan administrative expenses 

Ending market value of plan assets 

$ 

$ 

2009 2010 2009 

4,897 $ 6,959 $ 

456 190 
298 413 

(235) 1,869 

(71) (403) 
(48) 

94 

400 2,163 

5,297 $ 9,122 $ 

Defined Benefit Pension Plan 

2010 2009 

3,709 $ 
447 

15 
(204) 

3,967 $ 

3,914 

113 
271 

2,218 
569 

(179) 

53 

3,045 

6,959 

1,528 
849 

1,530 
(71) 

(127) 

3,709 

Amounts recognized in the statement of financial position as of December 31 were as follows (in thousands) : 

Regulatory asset $ 
Current liability $ 
Non-current liability $ 
Regulatory liability $ 

Defined Benefit Pension Plan 
2010 2009 

122 $ 
$ 

2,085 $ 
1,682 $ 

185 $ 
- $ 

1,588 $ 
- $ 

I FERC FORM NO. 1 (ED. 12-88) Page 123.14 

Non-pension Defined Benefit Postretirement Plan 
2010 2009 

3,123 $ 
296 $ 

8,750 $ 
65 $ 

1,336 
179 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

Accumulated Benefit Obligation 

Accumulated benefit obligation 

Components of Net Periodic Expense 

Service cost 
Interest cost 
Expected return on assets 
Amortization of prior service cost 
Recognized net actuarial loss 

Curtailment expense 

Net periodic expense 

Assumptions 

Weighted-average assumptions used to 
determine benefit obligations: 
Discount rate 
Rate of increase in compensation levels 

$ 

Weighted-average assumptions used to 
determine net periodic benefit cost for plan year: 

Discount rate 
Expected long-term rate of return on assets 
Rate of increase in compensation levels 

$ 

$ 

Defined Benefit Pension Plan 
2010 2009 

4,462 $ 3,849 $ 

Defined Benefit Pension Plan 
2010 2009 

568 $ 
312 

(308) 
2 

574 $ 

456 $ 
298 

(186) 
2 

55 
2 

627 $ 

Non-pension Defined Benefit 
Postretirement Plan 

2010 2009 

9,122 $ 6,959 

Non-pension Defined Benefit 
Postretirement Plan 

2010 2009 

190 $ 113 
413 271 

(26) (23) 
80 (28) 

657 $ 333 

Defined Benefit Pension Plan 
Non-pension Defined Benefit 

Postretirement Plan 
2010 2009 

5.55% 
4.00% 

6.05% 
8.00 % 
4.00% 

6.05% 
4.00% 

6.20% 
8.50 % 
4.00% 

2010 2009 

5.50 % 
-% 

6.00% 

-% 
-% 

6.00% 
-% 

6.10% 
-% 
-% 

The healthcare benefit obligation was determined at December 31, 2010, using an initial healthcare trend rate of9.5 l % grading down 
to an ultimate rate of 4.5% in 2027, and at December 31, 2009, using an initial healthcare trend rate of 10.0% trending down to an 
ultimate rate of4.5% in 2027. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

We do not pre-fund our non-qualified pension plans or two of the three postretirement benefit plans. The table below shows the 
expected impacts of a I% increase or decrease to our healthcare trend rate for our Retiree Healthcare Plans (in thousands): 

Change in Assumed Trend Rate 

Increase 1 % 
Decrease 1% 

Estimated Future Benefit Payments 

$ 
$ 

Impact on December 31 , 2010 
Accumulated Benefit Obligation 

1,637 $ 

(1,319 )$ 

Impact on December 31, 2010 
Service and Interest Cost 

131 
(104) 

The following benefit payments, which reflect expected future service, are expected to be paid (in thousands): 

Non-pension Defined Benefit Postretirement Plan 
Defined Benefit Expected Gross Expected Medicare Part Expected Net Bene fit 

Fiscal Year Ending Pension Plan Benefit Payment D Drug Benefit Subsidy Payments 

2011 $ 344 $ 297 $ (1 )$ 296 
2012 $ 291 $ 340 $ (I)$ 339 

2013 $ 316 $ 388 $ (2)$ 386 

2014 $ 272 $ 439 $ (3 )$ 436 

2015 $ 267 $ 500 $ (5 )$ 495 

2016-2020 $ 1,574 $ 2,610 $ (74 )$ 2,536 

Defined Contribution Plan 

The Parent sponsors a 401 (k) retirement savings plan. Participants in the Plan may elect to invest a portion of their eligible 
compensation to the Plan up to the maximum amounts established by the IRS. The Plan provides employees the opportunity to invest 
up to 50% of their eligible compensation on a pre-tax or after-tax basis. The Plan provides for Company matching contributions and 
Company Retirement Contributions for ce1iain eligible participants. Vesting of Company contributions ranges from immediate vesting 
to graduated vesting at 20% per year with full vesting when the participant has five years of service with the Company. 

In 20 I 0 and 2009, we made our matching contributions totaling $0.3 million and $0.3 million, respectively. The profit sharing 
contributions we made totaled less than $0.1 million for 20 I 0 and $0.1 million for 2009, respectively. 
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(9) COMMITMENTS AND CONTINGENCIES 

Power Purchase Agreements 
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We have a 10-year PPA with BHW, a subsidiary ofBHC, for the sale of 40 MW of the energy and capacity from its Gillette CT until 
August 2011. 

We have a PPA for 60 MW of unit-contingent capacity and energy from BHW's Wygen I facility. In September 2009, FERC 
approved an extension of this PPA through December 31, 2022. The PPA grants us an option to purchase BHW's ownership interest 
in the Wygen I facility during years one through seven during the term of the agreement. The purchase price related to the option is 
fixed at $2.55 million per MW, which is equivalent to the estimated initial per MW price of new construction of the Wygen III facility 
constructed by Black Hills Power, an affiliate of our Parent. This purchase price is reduced annually by an amount of annual 
depreciation assuming a facility life of 35 years. 

In October 2006, we entered into a five-year contract, commencing January 1, 2008, with Basin for Firm Power Exchange Service. 
We exchange 80 MW of energy and capacity with Basin at pre-determined delivery points. In January 2011, we entered into new 
agreements which became effective on March 14, 2011 which terminates these prior agreements. Under the new agreement with Basin 
Electric we supply 40 MW of capacity and energy through March 31, 2013 and under a separate agreement we receive 40 MW of 
capacity and energy from Basin Electric through March 31, 2013. 

We have a 20-year agreement with Duke Energy, expiring in September 2028, to purchase power provided from the Happy Jack wind 
farm located near Cheyenne, Wyoming. During 2010 and 2009, we purchased 80,421 MWh and 79,800 MWh, respectively, from 
Happy Jack. During 20 I 0 and 2009, 50% and 62%, respectively, was sold to Black Hills Power at our cost for $2.8 million and $2.1 
mill ion, respectively. 

In March 2009, we entered into a 20-year agreement with Duke Energy expiring in 2029 to purchase up to 30 MW of power provided 
from the Silver Sage wind farm. We have agreed to sell 20 MW of energy from Silver Sage to Black Hills Power at our cost. During 
2010 and 2009, we purchased 87 , 102 MWh and 26,000 MWh respectively, from Silver Sage and sold 67% and 57% to Black Hills 
Power for $1.7 million and $0.7 million, respectively. 

We have a Generation Dispatch Agreement with Black Hills Power which requires that Black Hills Power purchase all of our excess 
energy. 

Coal Supply Agreement 

We entered into an all requirements agreement with WRDC, a related party, for the purchase of coal for the Wygen II plant for the life 
of the facility. Purchases from WRDC for the years ended December 31, 20 I 0 and 2009 were $5 . 7 million and $6.5 million, 
respectively. 

Ongoing Proceedings 

We are subject to various legal proceedings, claims, and litigation, which arise in the ordinary course of operations. In the opinion of 
management, the amount of liability, if any, with respect to these actions would not materially affect our financial position or results of 
operations 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

(10) RELATED PARTY TRANSACTIONS 

Accounts Receivable/Payable 

We have accounts receivable balances related to transactions with other BHC subsidiaries. The accounts receivable balances were 
$1.3 million and $0.5 million at December 31, 2010 and 2009, respectively. We also have accounts payable balances related to 
transactions with other BHC subsidiaries which totaled $6.3 million and $6.1 mill ion at December 31, 201 0 and 2009, respectively. 

Purchases/Sales 

We recorded purchases of$0.4 million and $1.8 million from Black Hills Power for electricity and dispatch services and $25.6 million 
and $26.1 million of purchased power from BHW for the years ended December 31, 2010 and 2009; and $5.7 million and $6.5 mill ion 
of coal purchases from WRDC for the years ended December 31, 2010 and 2009, respectively. 

We also recorded sales to Black Hills Power during 2010 and 2009 of $5.2 mill ion and $8.6 million for excess power, respective! y. 

Money Pool Agreement 

We have entered into a Utility Money Pool Agreement (the "Money Pool") with BHC and Black Hills Power. Under the agreement, 
we may borrow from the Parent. The agreement restricts us from lending funds to the Parent or to any of the Parent's non-utility 
subsidiaries; the agreement does not restrict us from paying dividends to the Parent. Borrowings under the agreement bear interest at 
the daily cost of external funds as defined under the agreement, or if there are no external funds outstanding on that date, then the rate 
will be the daily one-month LIBOR rate plus 100 basis points. Borrowings under the agreement are due upon demand. At 
December 31, 20 l 0 and 2009, advances to the Money Pool were $14.5 million and $1.2 million, respectively. Advances under this 
note bear interest at 2.75% above the daily LIBOR rate (3.01 % at December 31, 20 I 0). 

Net interest income on the Money Pool advances was approximately $0.3 million and $0.1 million for the years ended 
December 31, 2010 and 2009, respectively. 

During 2009, we paid the Parent a non-cash dividend of$25 million through a reduction of$8.4 million in notes payable in the Money 
Pool and a reduction of $16.6 million in notes receivable in the Money Pool. 

Other 

For the years ended December 31, 2010 and 2009, we paid expenses of approximately $5.9 million and $4.9 million, respectively, to 
BHC for certain legal, accounting and management services. 

(11) SUPPLEMENTAL CASH FLOW INFORMATION 

Non-cash investing and financing activities -
Property, plant and equipment acquired with accrued liabilities $ 
Dividend to Parent $ 
Refunding bond issuance - industrial revenue bonds (see Note 5) $ 

Cash (paid) refunded during the period for -
Interest 
Income taxes 
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20 10 2009 
(in thousands) 

224 $ 563 
-$ 25,000 
-$ 17,000 

(8,092)$ (8, 166) 

(3,350)$ 778 


