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Black Hills Power, Inc. (2) A Resubmission 04/18/2011 2010/04 

NOTES TO FINANCIAL STATEMENTS (Continued) 

(10) EMPLOYEE BENEFIT PLANS 

Funded Status of Benefit Plans 

The funded status ofpostretirement benefit plan is required to be recognized in the statement of financial position. The funded stah1s 
for pension plan 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. 

We apply accounting standards for regulated operations, and accordingly, the unrecognized net periodic benefit cost that would have 
been reclassified to Accumulated other comprehensive income (loss) was alternatively recorded as a regulatory asset or regulatory 
liability, net of tax. 

The measurement date of plans should be the date of our year-end balance sheet. We had used a September 30 measurement date. 
During 2008, we changed the measurement date to December 31. Therefore, $0.2 million, net of tax, was recognized as an adjustment 
to retained earnings. 

Defined Benefit Pension Plan 

We have a noncontributory defined benefit pension plan ("Pension Plan") covering employees who meet certain eligibility 
requirements. The benefits arc based on years of service and compensation levels during the highest five consecutive years of the last 
ten years of service. 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. 

In July 2009, the Board of Directors approved a partial freeze to the Pension Plan for all participants with the exception of bargaining 
unit participants. The freeze eliminated new non-bargaining unit employees from participation in the Pension Plan and froze the 
benefits of current non-bargaining unit participants except for the following group: those non-bargaining unit participants who arc both 
l) age 45 or o Ider as of December 31, 2009 and have 10 years or more of credited service as of January l, 20 l O; and 2) elect to 
continue to accrue additional benefits under the Pension Plan and consequently forego the additional age and points-based employer 
contribution under the Company's 40l(k) retirement savings plan. As a result of this action, we recognized a pre-tax curtailment 
expense of approximately $0.2 million in the third quarter of2009. 

In September of2010, our bargaining unit employees voted to freeze participation in the Pension Plan and to freeze the benefits of 
current bargaining unit participants except for the following group: those bargaining unit participants who are both l) age 45 or older 
as of December 31, 2010 and have 10 years or more of credited service as of January l, 2011; and 2) elect to continue to accrue 
additional benefits under the Pension Plan and consequently forego the additional age and points-based employer contribution under 
the Company's 40I(k) retirement savings plan. The change is effective January 1, 2011. As a result of this action, we recognized a 
pre-tax curtailment expense ofless than $0. l million that was recognized in the fourth quarter of2010. 

The Pension Plan's expected long-term rate of return on assets assumption is based upon the weighted average expected long-tenn rate 
ofreturns for each individual asset class. The asset class weighting is determined using the target allocation for each asset 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. 
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NOTES TO FINANCIAL STAtEMENTS (Continued) 

The expected long-tem1 rate of return for equity investments was 9.25% and 9.50% for the 2010 and 2009 plan years, respectively. 
For determining the expected long-tenn rate of return for equity assets, we reviewed interest rate trends and annual 20-, 30-, 40-, and 
50-year returns on the S&P 500 Index, which were, at December 31, 2010, 9.1 %, 10.8%, 10. l % and 9.7%, respectively. Fund 
management fees were estimated to be 0.18% for S&P 500 Index assets and 0.45% for other assets. The expected long-term rate of 
return on fixed income investments was 5. 75%; the return was based upon historical returns on 10-year treasury bonds of 6. 9% from 
1962 to 2009, and adjusted for recent declines in interest rates . The expected long-term rate ofretum on cash investments was 
estimated to be 1.0%, which was based upon current one-year LJBOR rates. 

Pension Plan Assets 

Percentage of fair value of Pension Plan assets at December 31: 

2010 2QQ2 

Equity 68% 72 % 
Fixed income 29 25 

Cash 3 3 

Total 100% 100 % 

The Investment Policy for the Pension Plans is to seek to achieve the following long-tem1 objectives: 1) a rate ofretum 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 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. 

Supplemental Non-qualified Defined Benefit Retirement Plans 

We have various supplemental retirement plans ("Supplemental Plans") for key executives. The Supplemental Plans are non-qualified 
defined benefit plans. We use a December 31 measurement date for the Supplemental Plans. Effective January 1, 2010, we eliminated 
a non-qualified pension plan in which some of our officers participated due to the partial freeze of our qualified pension plan. We also 
amended the Non-qualified Deferred Compensation Plan (NQDC), which was adopted in 1999. The NQDC is a non-qualified 
deferred compensation plan that provides executives with an opportunity to elect to defer compensation and receive benefits without 
reference to the limitations on contributions in the Plan or those imposed by the IRS. The amended NQDC provides for non-elective 
non-qualified restoration benefits to certain officers who are not eligible to continue accming benefits under the Defined Benefit 
Pension Plans and associated non-qualified pension restoration plans. All contributions to the non-qualified plans are subject to a 
graded vesting schedule of 20% per year over five years with vesting credit beginning with service in the Plan on and after January l, 
2010. 

Supplemental P Jan Assets 

The Supplemental Plans have no assets. We fund on a cash basis as benefits are paid. 
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Non-pension Defined Benefit Postretirement Plan 

Employees who are participants in our Non-Pension Postretirement Healthcare Plan ("Healthcare Plan") and who retire on or after 
attaining age 55 after completing at least five years of service 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 Healthcare Plan 
periodically. We are not pre-funding our retiree medical plan. We use a December 31 measurement date for the Healthcare Plan. In 
July 2009, the Board of Directors approved an amendment to the Healthcare Plan which changed the structure of the Healthcare Plan 
for non-union employees to a Retiree Medical Savings Account (RMSA) structure. This change was effective January 1, 2010. In 
September 2010, the bargaining unit employees voted to change the structure of their benefits to an RMSA. This change is effective 
January 1, 2011. It has been determined that the Healthcare Plan's post-65 retiree prescription drug plans are actuarially equivalent 
and qualify for the Medicare Part D subsidy. 

Plan Assets 

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

Plan Contributions and Estimated Cash Flows 

Contributions made to the Supplemental Non-qualified Defined Benefit Retirement Plans and the Non-pension Defined Benefit 
Postretiremcnt Plan are expected to be made in the form of benefit payments. Contributions to each of the plans were as follows (in 
thousands): 

Defined Benefit Plans 
Defined Benefit Pension Plan 
Non-pension Defined Benefit Postretirement Healthcare Plan 
Supplemental Non-Qualified Defined Benefit Plan 

Defined Contribution Plans 
Company Retirement Contribution 
Matching contributions 

$ 
$ 
$ 

$ 
$ 

2010 

8,798 $ 
657 $ 
108 $ 

171 $ 
1,029 $ 

Contributions to our employee benefit plans to be made in 2011 are as follows (in thousands): 

Defined Benefit Plans 
Defined Benefit Pension Plan 
Non-Pension Defined Benefit Postretirement Healthcare Plan 
Supplemental Non-Qualified Defined Benefit Plan 
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Fair Value Measurements 

Accounting standards for fair value measurements provide a single definition of fair value as the price that would be received to sell an 
asset or paid to transfor a liability in an orderly transaction between market participants at the measurement date and also requires 
disclosures and establishes a fair value hierarchy that prioritizes the inputs used to measure fair value. The fair value hierarchy ranks 
the quality and reliability of the information used to determine fair values giving the highest priority to unadjusted quoted prices in 
active markets for identical assets or liabilities (level l measurements) and the lowest priority to unobservable inputs (level 3 
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 1 - Unadjusted quoted prices available in active markets that arc 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 l>imi!ar assets or liabilities in markets that arc 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 measurements, assets and liabilities are classified in their entirety based on the 
lowest level of input that is significant to the fair value measurement. Our assessment of the significance ofa particular input to the 
fair value measurement requires judgment, and may affect their placement within the fair value hierarchy 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 December 31 
(in thousands): 

Defined Benefit Pension Plan 

Recurring Fair Value Measures 

Registered Investment Companies 
Common Collective Trust 

Insurance contracts 

Total investments measured at fair value 

Defined Benefit Pension Plan 
Recurring Fair Value Measures 

Registered Investment Companies 

Common Collective Trust 

Total investments measured at fair value 
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Level 1 

$ 28,042 $ 

$ 28,042 $ 

Levell 

$ 22,632 $ 

$ 22,632 $ 
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December 3 I. 2010 

Level 2 Level 3 Total Fair Value 

$ - $ 28,042 
19,104 19,104 

1,082 1,082 

20,186 $ -$ 48,228 

December 31 , 2009 

Level 2 Level 3 Total Fair Value 

$ - $ 22,632 
16,408 16,408 

16.408 $ $ 39,040 
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Plan Reconciliations 

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

Benefit Obligations 

Supplemental Nonqualified Non-pension Defined 
Defined Benefit Pension Defined Benefit Retirement Benefit Postretirement 

Plans Plans Plans 
2010 2009 2010 2009 2010 2009 

Change in benefit obligation: 

Projected benefit obligation at 
beginning of year $ 55,615 $ 51,965 $ 1,690 $ 1,672 $ 9,432 $ 7,393 

Service cost 1,215 1,155 340 216 
Interest cost 3,280 3,143 100 100 547 444 
Actuarial loss (gain) 4,129 1,686 54 7 (88) 3,474 

Amendments 260 100 (2,270) (1,960) 
Discount rate change 1,047 
Benefits paid (2,472) (2,312) (109) (89) (658) (579) 
Asset transfer (to) from affiliate (3,300) (121) 417 (328) (23) 

Plan curtailment reduction (974) (1,048) 
Medicare Part D adjustment 88 46 

Plan participants' contributions 454 421 

Net increase (decrease) 2,138 3,650 462 18 (1,915) 2,039 
Projected benefit obligation at end of 
year $ 57,753 $ 55,615 $ 2,152 $ 1,690 $ 7,517 $ 9,432 

A reconciliation of the fair value of Plan assets (as of the December 31 measurement date) is as follows (in thousands): 

Beginning market value of plan 
assets $ 
Investment income 
Benefits paid 
Employer contributions 

Asset transfer to affiliate 

Defined Benefit 
Pension Plans 

2010 2009 

39,040 $ 
5,361 

(2,472) 
8,798 

(2,499) 

32,100 $ 
9,337 

(2,312) 

(85) 

Supplemental Nonqualified 
Defined Benefit Retirement 

Plans 
2010 2009 

--- $ -$ 

Ending market value of plan 
assets $ 48,228 $ 39,040 $ -- $ - $ 
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Amounts recognized in the statement of financial position consist of (in thousands): 

Regulatory asset (liability) 
Current (liability) 
Non-current (liability) 

Accumulated Benefit Obligation 

Accumulated benefit obligation 

Components of Net Periodic Bxpense 

Service cost $ 
Interest cost 
Expected return on assets 
Amortization of prior service 
cost 
Amortization of transition 
obligation 
Recognized net actuarial loss 
(gain) 

Curtailment expense 

Net periodic expense $ 

lFERC FORM NO. 1(ED.12-88) 

$ 
$ 
$ 

Defined Benefit 
Pension Plans 

2010 2009 

18,049 $ 19,580 $ 
- $ - - $ 

(9,525)$ (16,576)$ 

Defined Benefit 
Pension Plans 

2010 2009 

Supplemental Nonqualified 
Defined Benefit Retirement 

Plans 
2010 2009 

Non-pension Defined 
Benefit Postretirement 

Plans 
2010 2009 

-- $ 
(141 )$ 

(2,011 )$ 

- - $ 
(98)$ 

(1,592 )$ 

(l,050)$ 
(428)$ 

(7,096)$ 

1,443 
(325) 

(9,110) 

Supplemental 
Nonqualified Defined 

Benefit Retirement Plans 
2010 2009 

Non-pension Defined 
Benefit Postretirement 

Plans 
2010 2009 

$ 52,250 $ 47,745 $ 2,058 $ 1,645 $ 7,517 $ 9 432 

Defined Benefit Pension 
Plans 

2010 2009 2008 

1,214 $ 1,155 $ 1,117 $ 

3,280 3,143 3,032 
(3,008) (2,780) (4,374) 

62 87 112 

1,378 1,586 
57 189 

Supplemental Nonqualified 
Defined Benefit Retirement 

Plans 
2010 2009 2008 

- $ -$ -$ 
100 100 120 

30 43 44 

Non-pension Defined 
Benefit Postretirement 

Plans 
2010 2009 2008 

340 $ 216 $ 211 
547 444 417 

(141) 

171 51 51 

(1) 

2,983 $ 3,380 $ (113)$ 130 $ 143 $ 165 $ 917 $ 711 $ 678 
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Accumulated Other Comprehensive Income (Loss) 

Amounts included in AOCI, after-tax, that have not yet been recognized as components of net periodic benefit cost at December 31 
were as follows (in thousands): 

Supplemental Nonqualified Non-pension Defined 
Defined Benefit Defined Benefit Retirement Benefit Postretirement 
Pension Plans Plans Plans 

2010 2009 2010 2009 2010 2009 

Net loss $ $ - $ (418)$ (324 )$ - $ 
Prior service cost 

Transition obligation 

$ $ -$ ~418~$ (3242$ --- $ 

The amounts in AOC!, regulatory assets or regulatory liabilities, after-tax, expected to be recognized as a component of net pe1iodic 
benefit cost during calendar year 2011 were as follows (in thousands): 

Nct~~ $ 
Prior service cost 

Transition obligation 
Total net periodic benefit cost expected to be recognized 

Supplemental 
Nonqualified Defined Non-pension Defined 

Defined Benefits Benefit Retirement Benefit Postretirement 
Pension Plans Plans Plans 

966 $ 
40 

31 $ 106 
(204) 

during calendar year 2011 ..:..$ ____ ....:.1,_00...;6......:..$ ______ 3_1...;$ _____ ~(9_8_..) 
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Assumptions 

Supplemental Nonqualified 
Defined Benefit Retirement Non-pension Defined Benefit 

Defined Benefit Pension Plans Plans Postretiremcnt Plans 
2010 2009 2008 2010 2009 2008 2010 2009 2008 

W cighted-average 
assmnptions used to 
detennine benefit 
obligations: 
Discount rate 5.50 % 6.05 % 6.20 % 5.50% 6.10 % 6.20 % 5.00 % 5.90% 6.10 % 
Rate of increase in 
compensation levels 3.70% 4.25% 4.25% 5.00% 5.00% 5.00% NIA NIA NIA 

Weighted-average 
assumptions used to 
determine net periodic 
benefit cost for plan year: 
Discount rate 6.05% 6.25% 6.35% 6.10% 6.20% 6.35% 5.90% 6.10% 6.35% 
Expected long-term rate of 
return on assets* 8.00% 8.50% 8.50% NIA NIA NIA NIA NIA NIA 
Rate of increase in 
compensation levels 4.25% 4.25% 4.34% 5.00% 5.00% NIA NIA NIA NIA 

* The expected rate of return on plan assets changed to 7.75% for the calculation of the 2011 net periodic pension cost. 

The healthcare benefit obligation was determined at December 31, 2010, using an initial healthcare trend rate of9.5% 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. 

The healthcare cost trend rate assumption has a significant effect on the amounts reported. A 1 % increase or l % decrease in the 
healthcare cost trend assumptions would affect the service and interest costs and the accumulated periodic postretirement benefit 
obligation as follows (dollars in thousands): 

l % increase 
1 % (decrease) 

IFERC FORM NO. 1(ED. 12-88) 

$ 
$ 

Service and Interest Costs 
Dollars Percent 

147 17 %$ 
(114) (13)%$ 
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Accwnulatcd Periodic 
Postretirement Benefit Obligation 

Dollars Percent 
426 

(375) 
6% 

(5)% 
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The following benefit payments, which reflect future service, are expected to be paid (in thousands): 

2011 
2012 
2013 
2014 
2015 
2016-2020 

Defined Benefit 
Pension Plans 

$ 2,817 $ 
$ 2,907 $ 
$ 3,016 $ 
$ 3,148 $ 
$ 3,224 $ 
$ 18,167 $ 

Defined ContrlbutJon Plan 

Supplemental 
Nonqualified 

Defined Benefit 
Retirement Plan 

141 
122 

$ 
$ 

102 $ 
103 $ 

91 $ 
583 $ 

Non-pension Defined Benefit Postretiremcnt Plans 

Expected Medicare 
Expected Gross Part D Drug Benefit 

Benefit Payments Subsidy 

503 $ (75)$ 
600 $ (82)$ 
652 $ (87)$ 
699 $ (91 )$ 
723 $ (95)$ 

4,266 $ (500)$ 

Expected Net 
Benefit Payments 

428 
518 
565 
608 

628 
3,766 

The Parent sponsors a 40l(k) retirement savings plan in which employees may participate. Participants may elect to invest up to 50% 
of their eligible compensation on a pre-tax or after-tax basis, up to a maximum amount established by the Internal Revenue Service. 
The plan provides for company matching contributions and company retirement contributions. Employer contributions vest at 20% per 
year and are fully vested when the participant has 5 years of service. 

(11) RELATED-PARTY TRANSACTIONS 

Receivables and Payables 

We have accounts receivable and accounts payable balances related to transactions with other BHC subsidiaries. These balances as of 
December 31, were as follows (in thousands): 

Related party receivables 
Related party payables 

Money Pool Notes Receivable and Notes Payable 

$ 
$ 

2010 

6,891 $ 
12,562 $ 

2009 

4,146 
10,030 

We have a Utility Money Pool Agreement with the Parent, Cheyenne Light and Black Hills Utility Holdings. Under the agreement, we 
may borrow from the Parent. The Agreement restricts us from loaning funds to the Parent or to any of the Parent's non-utility 
subsidiaries; the Agreement does not restrict us from making 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 elate, then the rate 
will be the daily one month LlBOR rate plus I 00 busis points . 
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Advances under this note bear interest at 2.75% above the daily LlBOR rate (3.01% at December 31, 2010). We had the following 
balances with the Utility Money Pool as of and for the years ended December 31 (in thousands): 

2010 2009 2008 

Notes receivable (payable) with Utility Money Pool, net $ 39,862 $ 57,737 $ (70,184) 

Net interest revenue (expense) $ 467 $ (1,123)$ (865) 

Other Balances and Transactions 

We had the following related party transactions for the years ended December 31, 2010 and 2009 included in the corresponding 
captions in the accompanying Statements of Income: 

D We received revenues from Black Hills Wyoming, lnc. for the transmission of electricity. 

0 We received revenues from Cheyenne Light for the sale of electricity and dispatch services. 

D We recorded revenues relating to payments received pursuant to a natural gas swap entered into with Enserco. 

O We purchase coal from WRDC. These amounts are included in Fuel and purchased power on the accompanying Statements of 
Income. 

D We purchase excess power generated by Cheyenne Light. 

D In order to fuel our combustion turbine, we purchase natural gas from Enserco. These amounts are included in Fuel and 
purchased power on the accompanying Statements oflncome. 

O In addition, we also pay the Parent for allocated corporate support service costs incurred on our behalf. 

O We have two contracts with Cheyenne Light under which Cheyenne Light sells up to 40 MW of wind-generated, renewable 
energy to us. 
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2010 2009 2008 

(in thousands) 
Revenues: 
Black Hills Wyoming for transmission of electricity $ 1,378 $ 873 $ 1,245 
Cheyenne Light for electricity and dispatch services $ 1,200 $ 1,823 $ 2,778 
Natural gas swaps from Enserco $ $ .. $ 200 

Purchases: 
Coal purchases from WRDC $ 13,569 $ 16,284 $ 15,469 
Excess power purchased from Cheyenne Light $ 8,664 $ 8,580 $ 6,387 
Natural gas from Enserco $ 1,652 $ 2,250 $ 8,049 
Cmporate support services from Parent $ 17,145 $ 15,014 $ 12,391 
Renewable wind energy from Cheyenne Light $ 4,538 $ 2,791 $ 628 

We have funds on deposit from Black Hills Wyoming for transmission system reserve which are included in Other, non-current 
liabilities on the accompanying Balance Sheets. We have transmission system reserve balances as follows as of December 31 (in 
thousands): 

2010 2009 

Deferred credits and other liabilities $ 2,044 $ 1,978 

Interest on the transmission system reserve deposit accrues quarterly at an average prime rate (3.25% at December 31, 2010). We paid 
interest for the years ended December 31 as follows (in thousands): 

2010 2009 2008 

Interest expense $ 65 $ 70 $ 114 

(12) SUPPLEMENTAL CASH FLOW INFORMATION 

Years ended December 31, 

Non-cash investing activities -
I>roperty, plant and equipment financed with accrued liabilities 
Money pool activity - net repayment of funds loaned 

Non-cash financing activities -
Money pool activity - net repayment of funds borrowed 

Supplemental disclosure of cash flow information: 
Cash (paid) refunded during the period for -

Interest (net of amounts capitalized) 
Income taxes 

IFERC FORM NO. 1(ED.12-86) Paga 123.26 

$ 
$ 

$ 

$ 
$ 

2010 2009 

(in thousands) 

7,188 $ 
--- $ 

- - $ 

(19,554 )$ 
15,805 $ 

10,191 $ 
25,000 $ 

(25,000)$ 

(14,252)$ 
3,700 $ 

2008 

13,294 

(11,578) 

5,877 
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(13) COMMITMENTS AND CONTINGENCIES 

Partial Sale of Wygen III 

On April 9, 2009, wc sold to MDU a 25% ownership interest in our Wygen III generation facility. At closing, MDU made a payment 
to us for its 25% share of the costs to date on the ongoing construction of the facility. Proceeds of$32.8 million were received of 
which $30.2 million was used to pay down a portion of the Acquisition Facility. MDU continued to reimburse us for its 25% of the 
total costs paid to complete the project. The Wygcn Ill generation facility began commercial operations on April 1, 20 I 0. In 
conjunction with the sales transaction, we also modified a 2004 PPA between us and MDU. 

On July 14, 2010, we sold a 23% ownership interest in Wygen Ill to the City of Gillette for $62.0 million. The purchase terminates the 
current PP A with the City of Gillette, and the Wygen III Participation Agreement has been amended to include tl1e City of Gillette. 
The Participation Agreement provides that the City of Gillette will pay us for administrative services and share in the costs of operating 
the plant for the life of the facility. The estimated amount of net fixed assets sold totaled $55.8 million. We recognized a gain on the 
sale of$6.2 million. 

Power Purchase and Transmission Services Agreements 

We have the following power purchase and transmission agreements as of December 31, 2010: 

D A PPA with PacifiCorp expiring in 2023, which provides for the pllrchase by us of 50 MW of electric capacity and enerb'Y· 
The price paid for the capacity and energy is based on the operating costs of one of PacifiCorp's coal-fired electric generating 
plants; 

D A firm point-to-point transmission access agreement to deliver up to 50 MW of power on PacifiCorp's transmission system to 
wholesale customers in the western region through 2023; 

D Cheyenne Light entered into a 20-year PP A with Happy Jack for 29.4 MW of energy. Under a separate inter-company 
agreement expiring in 2028, Cheyenne Light has agreed to sell 50% of the facility output from Happy Jack to us; 

n Cheyenne Light entered into a 20-year PPA with Silver Sage for 30 MW of energy. Under a separate inter-company 
agreement expiring in 2029, Cheyenne Light has agreed to sell 20 MW of energy from Silver Sage to us; and 

D A Generation Dispatch Agreement with Cheyenne Light that requires us to purchase all of Cheyenne Light's excess energy. 

Costs incurred under these agreements were as follows for the years ended December 31 (in thousands): 

Contract Contract Type Expiring 2010 2009 2008 

PacifiCorp Electric capacity and energy 2023 $ 12,936 $ 11,862 $ 11,571 
PacifiCorp Transmission access 2023 $ 1,215 $ 1,215 $ 1,215 

Cheyenne Light Happy Jack Wind Farm 2028 $ 2,815 $ 2,078 $ 628 
Cheyenne Light Silver Sage Wind Fann 2029 $ l,723 $ 713 $ 
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NOTES TO FINANCIAL STATEMENTS (Continued ) 

Long-Term Power Sales Agreements 

We have the following power sales agreements as of December 31, 2010: 

D In March 2010, we entered into a seven-year PPA and Purchase Option Agreement with the City of Gillette effective April 
20 l 0 that replaces a previous agreement. This PP A provided the City of Gillette, with an option to purchase a 23 % ownership 
interest in our Wygen III facility which commenced commercial operations on April 1, 2010. The City of Gillette exercised 
its option to purchase the 23% ownership interest in Wygcn III and the transaction closed in July 2010. The PPA tenninated 
upon the closing of the transaction. We retain responsibility for operations of the facility with a life-of-plant lease and 
agreement for operations and coal supply. We entered into a five year agreement with the City of Gillette to dispatch the City 
of Gillette's first 23% of net generating capacity. MWs from the Wygen Ill unit arc deemed to supply a portion of the City of 
Gillette's capacity and energy annually. During periods ofreduced production at Wygen Ill, or during periods when Wygen 
Ill is off-line, we will provide the City of Gillette with iL~ first 23% from our other generating facilities or from system 
purchases with reimbursement of costs by the City of Gillette. Under this agreement, we will also provide the City of Gillette 
their operating component of spinning reserves; 

D An agreement with MDU to provide 25% of Wygen Ill's net generating capacity for the life of the plant. In conjunction with 
MDU's April 2009 purchase of 25% ownership interest in Wygen lll, an agreement to supply 74 MW of capacity and energy 
through 2016 was modified. The sales to MDU have been integrated into our control area and arc considered part of our firm 
native load. MWs from the Wygen LII unit are deemed to supply a portion of the required 74 MW. During periods ofreduced 
production at Wygen III, or during periods when Wygen III is off-line, MDU will be provided with its 25 MW from our other 
generation facilities or from system purchases with reimbursement of costs by MDU; 

LI An agreement under which we supply 20 MW of energy and capacity to MEAN under a contract that expires in 2023. This 
contract is unit-contingent based on the availability of our Neil Simpson 11 and Wygen III plants, with capacity purchase 
decreasing to 15 MW in 2018, 12 MW in 2020 and 10 MW in 2022. The unit-contingent capacity amounts from Wygen III 

and Neil Simpson II are as follows: 

2010-2017 
2018-2019 
2020-2021 
2022-2023 

20 MW - l 0 MW contingent on Wygen III and l 0 MW contingent on Neil Simpson II 
15 MW - 10 MW contingent on Wygen Ill and 5 MW contingent on Neil Simpson II 
12 MW - 6 MW contingent on Wygen III and 6 MW contingent on Neil Simpson II 
10 MW - 5 MW contingent on Wygen IIJ and 5 MW contingent on Neil Simpson II; and 

D A five-year PPA with MEAN which commenced on Aprill, 2010. Under this contract, MEAN purchases 5 MW of 
unit-contingent capacity from Neil Simpson II and 5 MW of unit-contingent capacity from Wygcn Ill. 

Legal Proceedings 

Ongoing Litigation 

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, results of 
operations or ca.sh flows. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 

(14) QUARTERLY HISTORICAL DAT A (Unaudited) 

We operate on a calendar year basis. The following table sets forth selected unaudited historical operating results data for each quarter 
(in thousands): 

First Second Third Fourth 
Quarter Quarter Quarter Quarter 

2010 
Operating revenues $ 54,489 $ 56,438 $ 59,051 $ 59,785 
Operating income $ 9,361 $ 10,510 $ 21,092 $ 14,305 
Net income $ 5,934 $ 4,102 $ 14,078 $ 7,1 54 

2009 
Operating revenues $ 54,458 $ 46,836 $ 53,086 $ 52,699 
Operating income $ 10,705 $ 5,006 $ 8,920 $ 10,174 
Net income $ 6,964 $ 3,105 $ 7,166 $ 5,904 
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