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Black Hills Energy

1102 East 1* Street
Papillion, NE 68046
P:402-221-2635

October 10, 2018

Nebraska Public Service Commission
1200 N Street

Suite 300

Lincoln, Nebraska 68508

Attn: Mr. Mike Hybl
Executive Director

Re:  Black Hills Gas Distribution, LLC
Docket No. NG-0078.6 — In the matter of the application of Black Hills Gas Distribution,
LLC d/b/a Black Hills Energy for an order authorizing it to decrease the Safety and
Integrity Charges

Dear Mr. Hybl:

Pursuant to the Final Order entered on October 28, 2014 and the Order Modifying Order
Approving Application, In Partentered on November 4, 2014 in Docket No. NG-0078 and the
Final Order entered on January 26, 2016 i Docket No. NG-0084, Black Hills Gas Distribution,
LLC, d/v/a Black Hills Energy, (“BHGD-NE” or the “Company”) herewith submits for filing
with the Nebraska Public Service Commission (Commission) the original and one paper copy of
the following tariff sheets:

Thirty-eighth Revised Sheet No. 7
Canceling Thirty-seventh Revised Sheet No. 7

By this Application, BHGD-NE is proposing to adjust the Safety and Integrity Charges
applicable to all customers served under Rate Schedule CGS (Choice Gas Service) and Rate
Schedule ACGS-NSS (Agricultural Choice Gas Service — Non-Seasonal Service).

The change in the rates submitted with this Application reflects a decrease in the overall Safety
and Integrity Charges applicable to the referenced rate schedules to cover the incremental annual
revenue requirement impact of costs incurred by BHGD-NE with respect to System Safety and
Integrity Rider (“SSIR”) Projects as defined on Tariff Sheet No. 13 along with the 2019 annual
revenue requirement of the Projects that were originally included in the calculation of the
Pipelne Replacement Charge, but were included in the calculation of the currently effective
SSIR rates pursuant to the Commission’s Order in Docket No. NG-0078.3.!  These eligible

! The final Orderissued by the Nebraska Public Service Commission in Docket No. NG-0084 contains the following
provisionunderthe Rate Moratoriumand Acquisition Premium Section on page 10: “The agreement further
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projects were not included in the rate base calculation in the most recently completed rate case
for these Nebraska assets, Docket No. NG-0067 and were in service and used and useful by
December 31, 2017. If approved by the Commission, the monthly Safety and Integrity Charges
shall decrease as follows:

Small Large
Residential | Commercial | Commercial
Current SSIR Charge - $/month $4.67 $9.95 $69.50
Proposed SSIR Charge - $/month $4.14 $8.81 $60.83
Decrease n Proposed SSIR Charge - $/month $(0.53) $(1.14) $(8.87)
Proposed Average Monthly Bill Decrease - % -0.733% -0.772% -0.667%

The proposed 2019 SSIR has been calculated? in accordance with Tariff Sheet Nos. 11 through
15, as more fully discussed herein including the addition of the PRC projects into the
calculation.? The tariff sheets included with this Application bear a proposed effective date of
February 1, 2019.

This filing includes the following exhibits:

Exhibit 1 Clean version of Tariff Sheet

Exhibit 2 — Redlined version of Tariff Sheet

Exhibit 3 — Calculation of the SSIR Charges

Exhibit 4 — Explanation of variance greater than 10% or $10,000 of 2017

projects.

Calculation of Safety and Integrity Charge

The calculation of the SSIR is shown on the tables that comprise Exhibit 3. A summary of the
information shown on eachschedule is as follows:

provides that Black Hills NE retains its rights within the System Safety Integrity Rider (“SSIR”) for eligible system
safety and integrity costs, including allowing Black Hills NE the opportunity to includeand collect eligible capital
fromthe Pipeline Integrity Chargeinto the SSIR in the 2017 SSIR Filing. As aresult,theseprojects will be referred
to as SSIR Projects throughoutthis A pplication.

2 The 2019 revenuerequirement was calculated utilizing the lower federal corporate income taxrate under the Tax
Cuts and Jobs Act 0f2017(TCJA) filed in Docket No NG-0095.3.

3 The PRC projects were initially filed in Docket Nos. NG-0072 and NG-0072.1 and had a combined annualrevenue
requirement approved in those Dockets of$1,108,509. Consistent with the SSIR Tariff, the Company recalculated
the revenue requirement associated with theseprojects for 2019. This recalculationresults in an annual revenue
requirement 0f$838,753 proposedto be recovered through the SSIR rates for2019 forthese projects.
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Table 1 —this table shows the derivation of the 2019 SSIR for the residential and small
and large commercial customer classes. The rates are determined by dividing each
customer class’s portion of (1) the jurisdictional revenue requirement attributable to 2012
through 2017 SSIR projects®, (2) the 2017 Deferred SSIR Balance, (3) the 2017 SSIR
True-up Amount and (4) the carrying cost associated with the Deferred SSIR Balance and
SSIR True-up Amount by the estimated annual number of bills used in the most recently
approved rate case in Docket No. NG-0067. The rate change caused by the proposed
Safety and Integrity rate is then divided by the current average monthly bill for each
customer class to show the average monthly bill decrease from the proposed 2019 SSIR.

Table 2A —this table shows the calculation of the statewide revenue requirement
resulting from the 2014 through 2017 SSIR Projects®. The statewide revenue
requirement for each of the respective years is as follows:

Statewide
Revenue
Requirement
2014 Projects $1,125,192
2015 Projects $1,788,822
2016 Projects $1,946,900
2017 Projects $1,325,304

The determination of the revenue requirement requires calculation of the incremental
revenue required to compensate BHGD-NE and includes: (i) a return, at a percentage
equal to the Company’s currently authorized weighted average cost of capital including
an authorized return on equity of 9.60% grossed up for taxes, on the projected mncrease in
the month ending net plant in-service balances associated with the Projects; (i) the plant-
related ownership costs associated with such incremental plant investment, including
depreciation less any retirements, accumulated deferred income taxes (ADIT), and all
taxes including income taxes and property taxes; and (i) the projected operation and
maintenance (O&M) expenses related to the Projects for 2019.

In Docket No. NG-0078.3, the Public Advocate’s Report recommended that the
Company reflect the use of bonus depreciation i its SSIR Reconciliations, if applicable.
Subsequently, the Company engaged in discussions with the Public Advocate related to
the use of bonus depreciation and its impact to Accumulated Deferred Income Taxes and
a discussion about this topic was included in the “Report to Commission on Mandatory
Meeting” filed by the Company and the Public Advocate in Docket No. NG-0078.3. In

* The 2012 and 2013 projects were previously collected through the PRC Charge but were transferred into the SSIR
calculation and the SSIR Rate pursuantto the Commission Order in Docket No. NG-0078.3.

5 The Company only calculated the 2019 Jurisdictional revenue requirement for the 2012 and 2013 projects that
were originally collected throughthe PRCCharge. The statewide revenue requirement for these projects was not
necessary to determine the rates requested in this filing, so thatanalysis was notperformed.
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preparation of this filing after consultation with the Company’s tax department, it was
determined that due to IRS normalization rules it would be most appropriate to reflect the
use of bonus depreciation and any net operating losses that occur as a result of the
Company electing the use of bonus depreciation on its tax returns. The Company elected
the use of bonus depreciation in 2016 and again m 2017. Therefore, the ADIT
calculation used m this filing related to the 2016 and 2017 projects reflects the election of
bonus depreciation on the Company’s tax returns for those specific tax years and that
impact is reflected in the revenue requirement calculation for 2019 reflected in this filing,
Additionally, the election of bonus depreciation related to the 2017 SSIR Projects was
also reflected in the true-up calculation related to the 2017 revenue requirement shown on
Table 6 of the Application.

Table 2B — this table shows the derivation of, and the components of, the jurisdictional
revenue requirement resulting from 2012 through 2017 SSIR Projects. The jurisdictional
revenue requirement for each of the respective years is as follows:

Jurisdictional
Revenue
Requirement
2012 Projects $482,990
2013 Projects $355,763
2014 Projects $849,014

2015 Projects $1.355,754
2016 Projects $1,481,234
2017 Projects $1,033,113
Total $5,557,868

By this filing, BHGD-NE is seeking to recover the jurisdictional revenue requirement
from its residential and small and large commercial customer classes.®

¢ Section 66-1810 ofthe Act exempts service provided to high volume ratepayers fromthe Commission’s regulatory
oversight and allows for flexible regulation of service provided to agricultural and interruptible service customers
that are not high-volume ratepayers. Foreaseofreferenceand understanding, BHGD-NE refers to thesecustomers
as “non-jurisdictional” becausetheir rates are not set through the traditional ratemaking process. Underthis
nomenclature, “juris dictional customers”are the members of the residentialand commercial classes thatdo not meet
the definition ofhigh volume ratepayers.
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Table 3 —this table lists the 2012 through 2017 SSIR Projects included in the 2019 SSIR
calculation including projected in-service date, total project cost, estimated betterment
credit, if any, and net project cost to be included in the revenue requirement calculation.
The estimated total project cost for 2012 through 2017 SSIR projects net of all betterment
credits as follows:

Total Estimated

Net Project Costs
2012 Projects $6,034.027
2013 Projects $4,067,256
2014 Projects $9,715,236
2015 Projects $14,320,134
2016 Projects $16,914.414
2017 Projects $10,490,800
Total $61,541,867

Table 4 — this table assigns the 2014 through 2017 SSIR Projects into FERC Accounts
and further separates the costs to the jurisdictional customer classes.” The
“urisdictional” component of the revenue requirement, as shown on this table, was
determined using the cost allocation principles adopted by the Commission the most
recent general rate case, Docket No. NG-0067, for these assets filed by SourceGas
Distribution LLC.

Table 5 —this table shows the calculation mputs such as depreciation and tax rates and
allocation percentages used for calculating the SSIR revenue requirement.

Table 6 — this table shows the reconciliation of authorized to actual 2017 SSIR costs and
revenue which are defined and described in Tariff Sheet Nos. 11 through 15 as the SSIR
True-Up and SSIR Deferred Balance. The 2017 Deferred SSIR Balance indicates an
under collection of $338,939 for calendar year 2017. The 2017 SSIR True-up Amount
indicated that the authorized revenue requirement was $379,894 higher than the actual
revenue requirement for calendar year 2017. The actual 2017 revenue requirement was
calculated by taking into account the effects of the Company’s election to take bonus
depreciation in 2017 related to the eligible projects that went into service i that year and
the impact that had on the ADIT calculation for that year as discussed previously i the
Application. The net carrying cost of the 2017 Deferred SSIR Balance and SSIR True-up
Amount decreased the 2019 SSIR by $1,727.

" The assignment of the 2012 and 2013 projects into FERC A ccounts and the further separation of the costs tothe
jursdictional customer classes was detailed in the filings in Docket Nos. NG-0072 and NG-0072.1. Additionally,

this information is being provided in a separate electronic model being provided by the Company with this filing.
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Please contact me at (402) 221-2635 if you have any questions or need additional information.
Very truly yours,

BLACK HILLS GAS DISTRIBUTION, LLC

Douglas J. Law
Associate General Counsel

Enclosures

cc: Nichole Mulcahy - Director of Natural Gas Department, NPSC
Sallie Dietrich — Attorney, NPSC
William F. Austin - Nebraska Public Advocate
Donna Mullinax — Blue Ridge Consulting Services — Public Advocate
Robert J. Amdor, Director — Regulatory — Black Hills Energy
Jason Bennet — Manager of Regulatory and Finance — Black Hills Energy
Jeffrey Thomas — Regulatory Analyst — Black Hills Energy
Jill Becker — Manager State Governmental Affairs — Black Hills Energy
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Black Hills Gas Distribution, LLC

d/b/a Black Hills Energy
Nebraska Gas Tariff Thirty-eighth Revised Sheet No. 7
Nebraska Tariff No. 1 Cancels Thirty-seventh Revised Sheet No. 7
SCHEDULE OF RATES AND OTHER CHARGES
Rate Schedules CGS and ACGS-NSS
Gas Cost
Non-Gas
Base Rate Base Rate Surcharge Rate Total
Type of Charge Component Component Component 3/ Gas Cost  Total Rate
RESIDENTIAL SERVICE — Minimum Monthly Charge is Equal to the Customer Charge
Customer Charge 1/, 4/ 14.70 14.90
Pipeline Replacement Charge 0.00 0.00
Safety and Integrity Charge 4.14 4.14
Distribution and Commodity Charges, Based on Usage 2/:
First 20 0.4675 0.0000 0.0481 0.0481 0.5156
Over 20 0.1338 0.0000 0.0481 0.0481 0.1819
SMALL COMMERCIAL SERVICE — Minimum Monthly Charge is Equal to the Customer Charge
Customer Charge 1/, 4/ 22.75 2295
Pipeline Replacement Charge 0.00 0.00
Safety and Integrity Charge 8.81 8.81
Distribution and Commodity Charges, Based on Usage 2/:
First 40 0.4675 0.0000 0.0481 0.0481 0.5156
Over 40 0.1338 0.0000 0.0481 0.0481 0.1819
LARGE COMMERCIAL SERVICE — Minimum Monthly Charge is Equal to the Customer Charge
Customer Charge 1/, 4/ 56.15 56.35
Pipeline Replacement Charge 0.00 0.00
Safety and Integrity Charge 60.83 60.83
Distribution and Commodity Charges, Based on Usage 2/:
First 80 0.4675 0.0000 0.0481 0.0481 0.5156
Over 80 0.1338 0.0000 0.0481 0.0481 0.1819
1/ Total Customer Charge is $/month and includes a charge for the HEAT program of $0.20.
2/ Distribution and Commodity Charges are $/Per Therm.
3/ Rate Component Includes:
1. Contract P-0802 Charge of $0.0481 per Therm.
4/ In addition to the Customer Charge, an Extra Construction Allowance Charge of $20.00, $30.00, $40.00, or $50.00 per month will be

added to a Customer’s bill for premiscs that avail themselves of the Extra Construction Allowance for the duration of the repayment

period and will appear as a separate line item on the Customer’s bill.

Issued by: Robert J. Amdor, Director — Regulatory

Issued on: October 10, 2018 Effective on: February 1, 2019
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Black Hills Gas Distribution, LLC

d/b/a Black Hills Energy
Nebraska Gas Tariff Thirty-cighthseventh Revised Sheet No. 7
Nebraska Tariff No. 1 Cancels Thirty-seventhsixth Revised Sheet No. 7
SCHEDULE OF RATES AND OTHER CHARGES
Rate Schedules CGS and ACGS-NSS
Gas Cost
Non-Gas
Base Rate Base Rate Surcharge Rate Total
Type of Charge Component Component Component 3/ Gas Cost  Total Rate

RESIDENTIAL SERVICE — Minimum Monthly Charge is Equal to the Customer Charge

Customer Charge 1/, 4/ 14.70 14.90
Pipeline Replacement Charge 0.00 0.00
Safety and Integrity Charge 4.144.67 4,144.67
Distribution and Commodity Charges, Based on Usage 2/:

First 20 0.4675 0.0000 0.0481 0.0481 0.5156
Over 20 0.1338 0.0000 0.0481 0.0481 0.1819

SMALL COMMERCIAL SERVICE — Minimum Monthly Charge is Equal to the Customer Charge

Customer Charge 1/, 4/ 22.75 22.95
Pipeline Replacement Charge 0.00 0.00
Safety and Integrity Charge 8.819:95 8.819.95
Distribution and Commodity Charges, Based on Usage 2/:

First 40 0.4675 0.0000 0.0481 0.0481 0.5156
Over 40 0.1338 0.0000 0.0481 0.0481 0.1819

LARGE COMMERCIAL SERVICE — Minimum Monthly Charge is Equal to the Customer Charge

Customer Charge 1/, 4/ 56.15 56.35
Pipeline Replacement Charge 0.00 0.00
Safety and Integrity Charge 60.8369-50 60.8369-50

Distribution and Commodity Charges. Based on Usage 2/:

First 80 0.4675 0.0000 0.0481 0.0481 0.5156
Over 80 0.1338 0.0000 0.0481 0.0481 0.1819
1/ Total Customer Charge is $/month and includes a charge for the HEAT program of $0.20.
2/ Distribution and Commedity Charges are $/Per Therm,
3/ Rate Component Includes:
1. Contract P-0802 Charge of $0.0481 per Therm,
4/ In addition to the Customer Charge, an Extra Construction Allowance Charge of $20.00, $30.00, $40.00, or $50.00 per month will be

added to a Customer’s bill for premises that avail themselves of the Extra Construction Allowance for the duration of the repayment
period and will appear as a separate line item on the Customer’s bill.

Issued by: Robert J. Amdor, Director — Regulatory
Issued on: October 1034, 2018 Effective on: Februarylanuary 1, 2019



Exhibit 3
Calculation of the SSIR Charges
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Black Hills Gas Distribation, LLC - Nebraska dibis Black Hille Enorgy

Exhibit3

Syaiem Safety und Intagrity Rider Calculxtion Inputs Table 8
Page1of1
Line No. Desaription Reference
1 Capltal Structure: Ratlo Rate Coet 2018 Ratos Effactive June 23, 2018
2 Debt 48.84% 584% 2.76% As Approved in NG-0067 Smal
mal
3 Equity 51 16% 9 80% 4.91% As Approved In NG-0087 Restdontisl  Commarcial  Largs Commarcial
4 Total Cast 7.67% As Appraved in NG-0087 Annual # of bllle (A) 812,229 121,408 17,743
5 Avarage Monthly BIR - $ 8r.62 137.68 1,22943
a Dspreciation Rate: Cumrent SSIR Charge - § (B) 467 995 69.50
7 FERC Account 37401 3.00% Ae Appraved In NG-0067
8 FERC Acoounl 37402 3.00% Ae Approved in NG-0067 Current Avg, Monthly BIll - $|_ 7229 147 83 120893 I
9 FERC Account 37600 3.00% As Approved in NG-0087
10 FERC Account 37800 300%  Ae Approved in NG-0067 Previous SSIR Charge - § (C) 511 1080 7604
" FERC Account 38000 300% Aa Approved In NG-0067 (A) As Appraved in NG-0087
12 FERC Accouni 38100 200% As Approved in NG-0067 (B ) Currently approved Charges after 1ax reform {6/29/18)
13 FERC Account 38200 3.00% As Approved in NG-0087 {C ) Previously approved Chargea befora tax reform
14 FERC Accounl 38300 3.00% As Approved in NG-0067
15
18 Property Tax Rate:
17 Assessed Valuo 106,624,139 From Tax
18 Plant In Servica 285,257,998 From Tax
19 Assessmeni Ratio 38.08%
20 Property Tax Pald 1,600,057 From Tax
21 Annsaned Value 108,624,130 From Tax
22 Property Tex Ratio 1.564%
23 Property Tax Rate
24
25 Income Tax Galc: EN 41172010 Ef Thru 1243172017
26 Cambined Tax Rale 271.17% 39.15%
27 FIT rale = curvent year applicable rale 21.00% 34.00% As Approved In NG-0087
20 SIT rate = cument year appficable rale 7.81% 7.81% Am Approved in NG-0087
29
30 Combired Tax Factor 37.31% 684 34%
k1] Combined Tax Factor Gross-up 137308 1.64330
32
N 20 Year MACRS Tax Parcentage Ratee (Dlsiribution Plant):
34 WiQBonus  With Bonus
35 Year 1 A75% 51.8750% From Tax
3e Year 2 7219% 38085% From Tax
7 Year 3 8677% 3.3386% From Tax
38 Year 4 8.177% 3.0885% From Tax
39 Year 5 5713% 2,8565% From Tax
40 Year 6 52085% 26425% From Tax
4 Year7 4 880% 2.4440% From Tax
42 Year 8 4522% 22610% From Tax
43 Yaar 9 4.462% 22310% From Tax
44 Year 10 4.460% 22310% From Tax
46
48
a7 Jurisdictional Percantages:
Non-
48 FERC Account Jurisdiction  Juriadiction
49 37401 7573% 2427%  WP-Cont Allacation
50 37402 75.73% 2427%  WP-Cosl Allocalion
51 37600 75.72% 2428%  WP-Cost Allocation
52 37600 71.85% 28.96%  WP-Cosl Allocation
53 38000 100,00% 0.00% WP-Cosl Allocation
54 38100 76.46% 23.54%  WP-Cost Allacallon
55 38200 76.46% 2354%  WP-Cost Allaoation
56 36300 76.46% 2354%  WP-Cosi Aficcation
57
50 Customar Clasn Alloontion:
Small Large
59 C:
40 FERC Accaunt :
(1] 37401 59,90% 10.33% 2077%  WP-Cost Allocation
62 3r402 58.90% 19.33% 2077%  WP-Cost Allocation
a3 37600 80.44% 19.43% 20.13%  WP-Cost Allocation
84 37800 54.66% 10.41% 28.93%  WP-Cost Allocalion
85 38000 71.01% 21.23% T76% WP-Cost Allocation
66 38100 74.61% 18.51% 8 88% WP-Cost Allacation
87 38200 74.61% 16 51% 8.60% WP-Cast Allocalion
L] 38300 7461% 16 51% 8.88%  WP-Cost Allocation
60
70 FERC Account Allocation (from project manager etudy by projsct aategories):
7 37401 37402 37600 37800 38000 38100 39200 38300
72 Project Type
73 Instalialions 0.00% 0.00% 0 00% 0.00% 000% 000% 100.00% 000%
Maine 0.00% 000% 100,00% 0.00% 000% 0.00% 000% 0.00%
74
Meters 0.00% 0.00% 0.00% 000% 0.00% 80.00% 0 00% 10.00%
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Exhibit 4

Variance Explanations
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