Black Hills Energy

1102 East 1% Street
Papillion, NE 68046
P: 402-221-2227

August 29, 2018

Mr. Mike Hybl

Nebraska Public Service Commission
1200 N Street, Suite 300

Lincoln, Nebraska 68508

Re:  Black Hills Gas Distribution, LLC — Nebraska
d/b/a Black Hills Energy
Docket No. NG-0078 — June 30, 2018 Quarterly Surveillance Report

Dear Mr. Hybl:

Pursuant to the Order Approving Application, In Part entered on October 28, 2014 and the Order
Modifying Order Approving Application, In Part entered on November 4, 2014 in Docket No. NG-
0078, Black Hills Gas Distribution, LLC d/b/a Black Hills Energy (‘“BHGD-NE”) hereby submits for
filing with the Nebraska Public Service Commission (“Commission”) the quarterly surveillance
report.

As stated in the Order Modifying Order Approving Application, in part entered on November 4,
2014:

“SourceGas shall make quarterly surveillance filings within sixty (60) days of the
end of each quarter rather than the forty-five (45) days set forth in the final order.
Such filing shall include calculations of the rate base separated into regular and
SSIR components, the realized rates of return on the rate base components, along
with supporting calculations. Additionally, the filing should include an update
regarding the status of the SSIR projects costs, in-service dates, and the expected
schedule over the ensuing duration of the SSIR.”

BHGD-NE prepared the quarterly surveillance report using the following six (6) calculations:

Calculation 1: For the most recent quarter-ending period, include the calculation of the realized
rate of return on the Composite, SSIR, and Non-SSIR rate bases, determined on
a period ending rate base.

Calculation 2: For the most recent quarter-ending period, the 12 month total revenue, weather
normalized, shown separately for the non-SSIR and SSIR tariff components.

Calculation 3: For the most recent quarter-ending period, the 12-month total of operating and
maintenance expenses shown by FERC Account including depreciation expenses
shown by function.
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Calculation 4: For the most recent quarter-ending period, the 12-month total operating income
shown separately for the composite, SSIR, and non-SSIR components.

Calculation 5: For the most recent quarter-ending period, the rate base shown separately for the
composite, SSIR, and non-SSIR components. Including gross plant, construction
work in progress, accumulated depreciation reserve, customer advances,
accumulated deferred income taxes, and customer deposits.

Calculation 6: For the most recent quarter-ending period, the most recent weighted average cost
of capital including the outstanding balances for the capital structure (long-term
debt and common equity); the cost of debt; and the most recently authorized rate
of return on common equity for the Nebraska regulatory jurisdiction.

These period end calculations are consistent with the methodology used in BHGD-NE'’s last
general rate case, Docket No. NG-0067.

BHGD-NE has also prepared an update regarding the final status of the 2017 SSIR project costs
and in-service dates. As shown on Attachment 2, the cost of the 2017 projects was $1.286M less
than was originally filed on October 1, 2016. A detailed variance analysis explanation will be
provided at the time BHGD-NE submits its Annual Report for its 2017 projects. Since there were
no new SSIR projects filed for 2018 (pursuant to the SSIR Tariff provisions), BHGD-NE will not
be including Attachment 2 in future SSIR Quarterly Surveillance Reports.

Attachment 1 to this letter provides the six (6) calculations using a period-end rate base.
Attachment 2 to this letter is the update on the status of the 2017 SSIR project costs and in-
service dates.

Please contact me at (402) 221-2227 if you have any questions or need additional information.

Sincerely,

(et f Jyoco

Robert J. Amdor
Director, Regulatory

Enclosures

cc: William F. Austin, Esq., Nebraska Public Advocate
Nichole Mulcahy, Director of Natural Gas Department, NPSC
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