BEFORE THE NEBRASKA PUBLIC SERVICE COMMISSION

In the Matter of the Application of ) Application No. NG-0078.04

Black Hills Gas Distribution, LL.C )

d/b/a Black Hills Energy for an Order to ) APPLICATION FOR

Continue System Safety and Integrity Rider ) CONTINUATION OF SSIR
Charge and SSIR Revenue ) CHARGE AND SSIR REVENUE

Pursuant to Neb. Rev. Stats. §66-1804, §66-1808, §66-1809, §66-1825, §66-1855, §66-
1865, §66-1866, §66-1867, and other applicable statutes and regulations, Black Hills Gas
Distribution, LLC d/b/a Black Hills Energy (formerly SourceGas Distribution, LLC) (“BHGD” or
“NEGD”!"), hereby submits for filing with the Nebraska Public Service Commission
(“Commission”) this Application for Extension of BHGD’s System Safety and Infrastructure
Replacement surcharge mechanism (“SSIR”). In addition to the statutory authority provided
above, the Application is submitted in the above-reference docket pursuant to the Joint
Stipulations, Agreements, and Recommendations filed on May 17, 2018 by the Nebraska Public
Advocate (Public Advocate) and BHGD in the following dockets: Docket No. NG-0095-PI-213;
Docket No. NG-0095.2 and Docket No. NG-0095.3.

In support of its application, BHGD provides the following information.

L BACKGROUND

1. BHGD’s Nebraska Tariff provides for the recovery of “Eligible System Safety and
Integrity Costs” through BHGD’s System Safety and Integrity Rider Charge.® The eligible SSIR

project costs that qualify for recovery under the SSIR are those project costs that BHGD projects

! For internal accounting and identification purposes, Black Hills Energy also refers to Black Hills Gas Distribution,
LLC as either “BHGD” or “Nebraska Gas Distribution” or “NEGD.”

2 Exhibit 1 of this Application contains the Joint Stipulation filed in Commission Docket No. NG-0095-PI-213.

3 BHGD Nebraska Tariff No. 1 beginning at Second Revised Sheet No. 11, et seq.



for the period of April 1% through December 31% of the first year. The SSIR Charge along with a
presentation of the projected eligible projects for the year in which the projected costs will occur
is first presented by BHGD in an Annual Application filed by October 1% each year. Thereafter,
BHGD’s Annual SSIR Application is reviewed by the Public Advocate, and thereafter approved
by the Commission. The newly effective SSIR Charge is effective February 1% and intended to
capture the costs of BHGD’s approved SSIR projects. The SSIR Charge applies to each Rate
Schedule as set forth on BHGD’s Schedule of Rates and Other Charges.*

2. As part of BHGD’s authority to collect its SSIR Charge, BHGD is required to
submit an Annual Application along with Quarterly Surveillance Filings.” The Quarterly
Surveillance filings provide the Public Advocate and the Commission with various categories of
information related to the SSIR projects and BHGD, including but not limited to 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.®

3. BHGD’s SSIR tariff provides that new SSIR projects are not permitted if BHGD
has not had a general rate application approved or dismissed by issuance of a Commission order
within sixty months immediately preceding the date upon which the revision of the SSIR Charge
otherwise would take effect.” The date of the last Commission’s Order granting the rate application

of BHGD (formerly SourceGas Distribution) was May 22, 2012 in Docket No. NG-0067.

4 BHGD Nebraska Tariff No. 1, Sheet No. 7.

S1d.

6 BHGD Nebraska Tariff No. 1, Sheet No. 11 A, Section 1.2 D.

7" BHGD Nebraska Tariff No. 1, Sheet No. 15, Section 1.6. Specifically, BHGD’s tariff states that the Company shall
not collect a SSIR Charge for a period exceeding sixty months after the initial effective date unless within the sixty-
month period the Company has filed for or is the subject of a new general rate proceeding or until the general rate
proceeding is otherwise decided or dismissed by the issuance of a Commission order without new rates being
established.



4. On October 2, 2017, BHGD filed an Application with the Commission seeking an
order clarifying the language related to the SSIR and authorizing BHGD to increase the SSIR
Charges. Within that Application, BHGD requested the Commission to clarify that although new
SSIR projects may not be added after the sixty month deadline, BHGD is authorized to make
adjustments for true-ups or updates to the SSIR Charge, and that adjustments can continue to be
made on an annual basis.

II. APPLICATION FOR CONTINUED SSIR CHARGE

5. BHGD states that its current SSIR Charge, and the revenue collected thereunder, is
currently scheduled to expire as of October 31, 2019. In addition, as shown on BHGD’s most
recent Surveillance Report provided to the Commission, BHGD’s realized rates of return on its
rate base components are well below the level authorized by the Commission?®.

6. BHGD further states that the revenue deficiency currently experienced by BHGD
could justify a general rate filing pursuant to Neb. Rev. Stat. § 66-1838.

7. BHGD is affiliated with Black Hills/Nebraska Gas Utility Company, LLC d/b/a
Black Hills Energy (“BH Nebraska Gas” or “NEG”).’ In order to achieve additional efficiencies
and standardization between its two separate jurisdictional utilities in Nebraska, Black Hills
Energy’s current plan is to consolidate the operations, tariffs, and rate areas of BHGD with BH
Nebraska Gas during the year 2020. However, Black Hills Energy believes a significant burden
may be placed on both Black Hills Energy and its Nebraska customers to file an application for a

rate increase for BHGD in 2019 to coincide with the drop of approximately $6 million in revenues

8 See BHGD Quarterly Surveillance Reports dated March 1, 2018, Exhibit 1 (Docket No. NG-0067).
® For internal accounting and identification purposes, Black Hills Energy also refers to Black Hills/Nebraska Gas
Utility Company, LLC as “Nebraska Gas” or “BH Nebraska Gas” or “NEG.”
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associated with BHGD’s SSIR, and then follow that case with another joint proceeding by BH
Nebraska and BHGD to consolidate and establish one set of rates for both legal entities.

8. Accordingly, BHGD and BH Nebraska Gas believe that deferring a rate case by
BHGD and subsequently filing a consolidated case for BHGD and BH Nebraska Gas would not
only minimize costs but also eliminate litigation of similar issues in 2019 and 2020.

9. Due to the extremely low overall return currently realized by BHGD, a continuation
of the BHGD SSIR revenue would not result in over-earning for BHGD in 2019 or 2020. For
example, BHGD’s current consolidated Rate of Return is reported to be 4.96%, and the Return on
Equity reported was 5.87%. BHGD expects those returns to decline due to depreciation and
additional capital investment until BHGD files its application to increase rates.!°

10. In addition, continuation of BHGD’s SSIR would also mitigate customer confusion,
which could occur if BHGD revenues were reduced by approximately $6 million when the
surcharge sunsets, and then are raised by a larger amount when interim rates are effective a few
months later.

11. For these reasons, BHGD herewith files this application to extend the existing end
date of October 31, 2019 for recovery of surcharge revenue under the BHGD SSIR. Exhibit No.2
of this application contains a proposed tariff change to provide for a new date for the SSIR to
terminate for recovery of surcharge revenue to occur on the earlier of either (a) the effective date
of interim rates after Black Hills Energy files an application for a general rate increase and requests
to consolidate its BH Nebraska and BHGD Jurisdictional Utilities, or (b) the effective date of
interim rates if BHGD solely files an application for a general rate increase, or (¢) December 31,

2020.

10 See BHGD Quarterly Surveillance Report, Exhibit 1, dated March 1, 2018 (Docket No. NG-0067).
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12. Black Hills Energy has raised the request presented in this application in Docket
No. NG-0095-P1-213, et al. However, in that docket, Black Hills Energy agreed to pursue its
request to extend the SSIR Charge date and to continue to collect SSIR revenues under the SSIR
Charge in the above-captioned docket. To that end, Black Hills Energy will continue to cooperate
with the Nebraska Public Advocate and the Commission to verify the representations set forth in
this application. Extending the recovery period of BHGD’s SSIR Charge will result in
administrative efficiency and provide other benefits to Black Hills Energy’s customers.

13. BHGD requests to continue its SSIR Charge so that it may continue to charge and
collect the current level of SSIR surcharge revenue for the period October 31, 2019 (when the
surcharge is scheduled to expire) until the earlier of either (a) the effective date of interim rates
after Black Hills Energy files an application for a general rate increase and requests to consolidate
its BH Nebraska and BHGD Jurisdictional Utilities (i.e., estimated to be in the year 2020), or (b)
the effective date of interim rates if BHGD files an application for a general rate increase, or (c)
December 31, 2020.

14. By this Application, BHGD-NE is proposing to revise the language and current
authority related to the System Safety and Integrity Rider filing provisions. Specifically, BHGD
wants Commission approval and authority to continue to adjust BHGD’s System Safety and
Integrity Rider (“SSIR”) Surcharges applicable to all customers served under the Rate Schedule
CGS (Choice Gas Service) and Rate Schedule ACGS-NSS (Agricultural Choice Gas Service —
Non-Seasonal Service).

15. The implementing tariff language submitted with this Application shown on
Exhibit No. 2 of this application in proposed tariff sheets identified as Third Revised Sheet No. 11

and Fourth Revised Sheet No. 15 reflect the Company’s proposal described herein. Section 1.6 of



the existing SSIR tariff already precludes SSIR applications from including additional new
projects. Moreover, the current SSIR tariff does permit adjustments for true-ups or updates to the
SSIR Charge to continue to be made on an annual basis consistent with all of the other provisions
contained in the SSIR Tariff through October 31, 2019.

16.  Pursuant to the proposed Tariff language in this application, the Company will not
include any new projects in the calculation of the proposed System Safety and Integrity Rider
Charge. However, BHGD is proposing to extend the recovery period from October 2019 until the
earlier of either (a) the effective date of interim rates after Black Hills Energy files an application
for a general rate increase and requests to consolidate its BH Nebraska and BHGD Jurisdictional
Utilities (i.e., estimated to be in the year 2020), or (b) the effective date of interim rates if BHGD
files an application for a general rate increase, or (c) December 31, 2020.

17. Accordingly, this application seeks authority to submit BHGD SSIR applications
by October in each of the years 2018 and 2019. The tariff sheets included with the 2019 SSIR
Annual Application would bear a proposed effective date of February 1, 2020. As noted above,
the SSIR Charge would continue until the effective date of interim rates or December 31, 2020.

1. CONCLUSION

Wherefore, for the reasons provided above, BHGD respectfully requests that the
Commission approve the proposed tariff provided as Exhibit No. 2 of this Application to be

effective October 1, 2018.



Dated this 1st day of June, 2018.

BLACK HILLS GAS DISTRIBUTION, LLC
D/B/A BLACK HILLS ENERGY

BY: /s/Douglas J. Law
Douglas J. Law, #19436
Deputy General Counsel
Telephone: (402) 221-2635
Email: Douglas.law @blackhillscorp.com

Adam Buhrman, #25186

Corporate Counsel

Telephone: (402) 221-2630

Email: adam.buhrman@blackhillscorp.com

Black Hills Gas Distribution, LL.C
d/b/a Black Hills Energy

1102 E. 1** Street

Papillion, NE 68046



CERTIFICATE OF SERVICE

The undersigned hereby certifies that a true and correct copy of the above and foregoing
Application for Continuation of SSIR Charge and SSIR Revenue was served electronically on
this 1st day of June, 2018 upon the following:

Nebraska Public Service Commission

300 The Atrium
1200 N Street
Lincoln, NE 68509
(402) 471-1301

Mike Hybl
mike.hybl@nebraska.gov

Nichole Mulcahy
nichole.mulcahy @nebraska.gov

Deena Ackerman
deena.ackerman @nebraska.gov

Sallie Dietrich
sallie.dietrich @nebraska.gov

Nebraska Public Advocate

William F. Austin

Blake Austin

Attorneys At Law

301 South 13™ Street, STE. 101
Lincoln, NE 68508

waustin @blakeaustinlaw.com
(402) 480-7367

Donna Mullinax
dmullinax @blueridgecs.com

By: /s/Douglas J. Law




Black Hills Energ} ) E———

1515 Wynkoop, Suite 500
Denver, CO 80202

P: 720.210.1300

F: 303.568.3252

March 1, 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 — December 31, 2017 Quarterly Surveillance Report

Dear Mr. Hybil:

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”) herewith
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.

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.
- — — EXHIBIT

Improving life with energy 1
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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 status of the 2017 SSIR project costs, in-
service dates, and the expected schedule over the ensuing duration of the SSIR. At this time,
BHGD-NE has completed all of the 2017 projects, however the Company projects a decrease of
$1.108M in plant additions over what was originally filed on October 1, 2016. Please see
Attachment 2 for updated project forecasts. A detailed variance analysis explanation will be
provided at the time BHGD-NE submits its Annual Report for its 2017 projects.

Attachment 1 to this letter is 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 (303) 556-3541 if you have any questions or need additional information.

Sincerely,

é(z/vw,;) “H o~

Jerrad Hammer
Director — Regulatory

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

Improving life with energy
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Black Hills Gas Distribution, LLC

d/b/a Black Hills Energy

Nebraska Gas Tariff Third Revised Sheet No. 11
Nebraska Tariff No. 1 Cancels Second Revised Sheet No. 11

SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

1. SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

11 APPLICABILITY. Residential Service, Small Commercial Service and Large Commercial
Service under Rate Schedules CGS (Choice Gas Service) and ACGS-NSS (Agricultural Choice
Gas Service — Non-Seasonal Service) are subject to this SSIR designed to collect Eligible System
Safety and Integrity Costs, as defined herein. As set forth in Section 1.2 and 1.6 of this SSIR, the
System Safety and Integrity Rider Charge shall be subject to annual changes to be effective on
February 1 of each year. The System Safety and Integrity Rider Charge to be applied to each
Rate Schedule is set forth on the Schedule of Rates and Other Charges, Sheet No. 7 of this Tariff.

1.2 ANNUAL APPLICATION AND QUARTERLY SURVEILLANCE FILINGS.

A. Each proposed revision in the System Safety and Integrity Rider Charge shall be
accomplished by filing an application by October 1 of each year to take effect on the following
February 1 (the “Annual Application”). The Annual Application shall contain the following items:

i Pertinent information and supporting data related to Eligible System Safety and
Integrity Costs, including, at a minimum, Project description and scope, Project
costs and projected in-service dates for the Projects budgeted to be completed
in the upcoming calendar year.

ii. Details of the Project costs incurred during the previous calendar year including
an explanation of how the Project costs were managed and any deviations
between budgeted and actual costs.

iii. The calculation of the SSIR True-Up Amount, if any.

iv. The calculation of the Deferred SSIR Balance, if any.

EXHIBIT

2

Issued by: Robert J. Amdor, Director — Regulatory
Issued on: June 1, 2018 Effective on: October 1, 2018
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Black Hills Gas Distribution, LLC

d/b/a Black Hills Energy

Nebraska Gas Tariff Third Revised Sheet No. 13
Nebraska Tariff No. 1 Cancels Second Revised Sheet No. 13

SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

C. “System Safety and Integrity Projects” (“Projects”) shall mean one or more of the
following:

i Projects to comply with Code of Federal Regulations Title 49 (Transportation),
Part 192 (Transportation of Natural and Other Gas by Pipeline: Minimum
Federal Safety Standards), Subpart O (Gas Transmission Pipeline Integrity
Management), including Projects in accordance with the Company’s
transmission integrity management program (“TIMP”) and Projects in
accordance with State enforcement of Subpart O and the Company’s TIMP;

ii. Projects to comply with Code of Federal Regulations Title49 (Transportation),
Part 192 (Transportation of Natural and Other Gas by Pipeline: Minimum
Federal Safety Standards), Subpart P (Gas Distribution  Pipeline Integrity
Management), including Projects in accordance with the Company’s
distribution integrity management program (“DIMP”) and Projects in
accordance with State enforcement of Subpart P and the Company’s DIMP;

iii. Projects to comply with final rules and regulations of the U.S. Department of
Transportation’s Pipeline and Hazardous Materials Safety Administration that
become effective on or after the filing date of the Application requesting
approval of this SSIR; and

iv. Facility relocation projects with a per-Project total cost of $20,000 or more,
exclusive of all costs that have been, are being, or will be reimbursed otherwise,
thatare required due to construction or improvement of a highway, road,
street, public way or other public work by or on behalf of the United States, the
State of Nebraska, a political subdivision of the State of Nebraska or
another entity having the power of eminent domain.

Projects shall be analyzed based upon objective criteria, such as, but not limited to: specific
regulatory requirements, threat assessment, corrosion control analysis, pipeline vintage, pipeline
material, pipeline design and class location, pipeline configuration and segmentation, pipeline
system constraints, pipeline replacement history, population density, pipeline maintenance and
internal inspection history, pipeline piggability, existence and reliability of pipeline asset and
testing records, pipeline leakage and other incident history, subject matter expert knowledge,
Project timeframe, weather and climate constraints on the construction season, permitting
constraints, probability of pipeline testing failures and dewatering constraints, service outage
management, and pipeline source of supply and availability of alternate gas supply. As part of
its analysis, the Company shall identify and describe the proposed Projects that are for high-risk
gas infrastructure by providing its risk assessment for each such Project including, if applicable,
the probability of failure, the consequences of failure for the Project and how it prioritized the
Project for which it seeks recovery.

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




Black Hills Gas Distribution, LLC

d/b/a Black Hills Energy

Nebraska Gas Tariff Third Revised Sheet No. 14
Nebraska Tariff No. 1 Cancels Second Revised Sheet No. 14

SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

D. SSIR True-Up Amount” shall be equal to the difference, positive or negative, between
the Eligible System Safety and Integrity Costs as projected for a particular calendar year and the
actual Eligible System Safety and Integrity Costs incurred by the Company for that particular
calendar year, plus monthly interest calculated on that difference at a rate equal to the then
current rate of interest on pipeline refunds established by the Federal Energy Regulatory
Commission.

1.4 SSIR ADJUSTMENT CALCULATION

A. The System Safety and Integrity Rider Charge shall be equal to the Eligible System
Safety and Integrity Costs, plus or minus the SSIR True-Up Amount, plus or minus the
Deferred SSIR Balance, multiplied by the customer class allocation basis authorized by
the Commission to determine the class cost of service in the Company’s most recent general
rate case, divided by the applicable number of bills for the particular customer class, as follows:

System Safety and Integrity Rider Charge =
(AxBxC)*D)/E
Where:
A = Eligible System Safety and Integrity Costs
B = SSIR True-Up Amount
C = Deferred SSIR Balance
D = Customer class allocation basis authorized by the Commission to
determine the class cost of service in the Company’s most recent
general rate case
E = Applicable number of bills for the particular customer class

B. The calculated rate shall be an adjustment to the Customer Charge applicable to
the Company’s Residential Service, Small Commercial Service and Large Commercial
Service under Rate Schedule CGS (Choice Gas Service) and ACGS-NSS (Agricultural Choice
Gas Service — Non-Seasonal Service).

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




Black Hills Gas Distribution, LLC

d/b/a Black Hills Energy

Nebraska Gas Tariff Fourth Revised Sheet No. 15
Nebraska Tariff No. 1 Cancels Third Revised Sheet No. 15

SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

15 SSIR ADJUSTMENT WITH CHANGES IN BASE RATES. Whenever the Company
implements changes in base rates as a result of a final Commission order in a general rate case
setting new rates based on approved revenue requirements, the Company shall simultaneously
adjust the SSIR to remove all costs that have been included in base rates.

1.6 The Company shall not make effective any revision to the System Safety and Integrity Rider
Charge that includes the addition of new SSIR Projects not previously recovered through the SSIR
Charge if the Company has not had a general rate proceeding decided or dismissed by issuance
of a Commission order within sixty months immediately preceding the date upon which the
revision to the System Safety and Integrity Rider Charge otherwise would take effect. The
Company shall continue to make annual revisions to the SSIR Charge to reflect appropriate true-
ups and adjustments to the calculations, consistent with the other provisions contained in the
System Safety and Integrity Rider Tariff, for each year that the Company is allowed to collect the
SSIR Charge.

The Company may continue to collect a System Safety and Integrity Rider Charge for the period
exceeding sixty months after the Company has filed for or is the subject of a new general rate
proceeding, until the earlier of either (a) the effective date of interim rates after the Company files
an application for a general rate proceeding and requests to consolidate its Black Hills/Nebraska
Gas Utility Company, LLC and Black Hills Gas Distribution, LLC, or (b) the effective date of
interim rates if Black Hills Gas Distribution, LLC solely files an application for a general rate
proceeding, or (c) December 31, 2020.

The System Safety and Integrity Rider Charge may be collected until the effective date
of new rate schedules established as a result of the new general rate proceeding or until the general
rate proceeding is otherwise decided or dismissed by issuance of a Commission order
without new rates being established.

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




Black Hills Gas Distribution, LLC

d/b/a Black Hills Energy

Nebraska Gas Tariff Seeond-Third Revised Sheet No. 11
Nebraska Tariff No. 1 Cancels First-Second Revised Sheet No. 11

SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

1. SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

1.1 APPLICABILITY. Residential Service, Small Commercial Service and Large Commercial
Service under Rate Schedules CGS (Choice Gas Service) and ACGS-NSS (Agricultural Choice
Gas Service — Non-Seasonal Service) are subject to this SSIR designed to collect Eligible System
Safety and Integrlty Costs as deflned hereln Ihe%empaﬂysha”—eel%e%h@ble%ys&msafe%y

be subject to annual changes to be effectlve on February 1 of each year—beginning-with-2015.
The System Safety and Integrity Rider Charge to be applied to each Rate Schedule is set forth on
the Schedule of Rates and Other Charges, Sheet No. 7 of this Tariff.

1.2 ANNUAL APPLICATION AND QUARTERLY SURVEILLANCE FILINGS.

A Each proposed revision in the System Safety and Integrity Rider Charge shall be <

accomplished by filing an application by October 1 of each year to take effect on the following
February 1 (the “Annual Application”). The Annual Application shall contain the following items:

i Pertinent information and supporting data related to Eligible System Safety and
Integrity Costs, including, at a minimum, Project description and scope, Project
costs and projected in-service dates for the Projects budgeted to be completed
in the upcoming calendar year.

ii. Details of the Project costs incurred during the previous calendar year including
an explanation of how the Project costs were managed and any deviations
between budgeted and actual costs.

iii. The calculation of the SSIR True-Up Amount, if any.

iv. The calculation of the Deferred SSIR Balance, if any.

Issued by: Jerrad-HammerRobert J. Amdor, Director — -Rates-and-Regulatory
Issued on: March-72016June 1, 2018 Effective on: Aprik6-20160ctober 1, 2018
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Black Hills Gas Distribution, LLC
d/b/a Black Hills Energy
Nebraska Gas Tariff

Nebraska Tariff No. 1

Seeond-Third Revised Sheet No. 13
Cancels First-Second Revised Sheet No. 13

SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

C. “System Safety and Integrity Projects” (“Projects”) shall mean one or more of the
following:

i Projects to comply with Code of Federal Regulations Title 49 (Transportation),
Part 192 (Transportation of Natural and Other Gas by Pipeline: Minimum
Federal Safety Standards), Subpart O (Gas Transmission Pipeline Integrity
Management), including Projects in accordance with the Company’s
transmission integrity management program (“TIMP”) and Projects in
accordance with State enforcement of Subpart O and the Company’s TIMP;

ii. Projects to comply with Code of Federal Regulations Title49 (Transportation),
Part 192 (Transportation of Natural and Other Gas by Pipeline: Minimum
Federal Safety Standards), Subpart P (Gas Distribution  Pipeline Integrity
Management), including Projects in accordance with the Company’s
distribution integrity management program (“DIMP”) and Projects in
accordance with State enforcement of Subpart P and the Company’s DIMP;

iil. Projects to comply with final rules and regulations of the U.S. Department of
Transportation’s Pipeline and Hazardous Materials Safety Administration that
become effective on or after the filing date of the Application requesting
approval of this SSIR; and

iv. Facility relocation projects with a per-Project total cost of $20,000 or more,
exclusive of all costs that have been, are being, or will be reimbursed otherwise,
thatare required due to construction or improvement of ahighway, road,
street, public way or other public work by or on behalf of the United States, the
State of Nebraska, a political subdivision of the State of Nebraska or
another entity having the power of eminent domain.

Projects shall be analyzed based upon objective criteria, such as, but not limited to: specific
regulatory requirements, threat assessment, corrosion control analysis, pipeline vintage, pipeline
material, pipeline design and class location, pipeline configuration and segmentation, pipeline
system constraints, pipeline replacement history, population density, pipeline maintenance and
internal inspection history, pipeline piggability, existence and reliability of pipeline asset and
testing records, pipeline leakage and other incident history, subject matter expert knowledge,
Project timeframe, weather and climate constraints on the construction season, permitting
constraints, probability of pipeline testing failures and dewatering constraints, service outage
management, and_pipeline source of supply and availability of alternate gas supply. As part of
its analysis, the Company shall identify and describe the proposed Projects that are for high-risk
gas_infrastructure by providing its risk assessment for each such Project including, if applicable,
the probability of failure, the consequences of failure for the Project and how it prioritized the
Project for which it seeks recovery.

Issued by: Jerrad-HammerRobert J. Amdor, Director — Rates-and-Regulatory
Issued on: March-72016June 1, 2018 Effective on: Aprik6-20160ctober 1, 2018
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Black Hills Gas Distribution, LLC

d/b/a Black Hills Energy

Nebraska Gas Tariff Seeeond-Third Revised Sheet No. 14
Nebraska Tariff No. 1 Cancels First-Second Revised Sheet No. 14

1.4

SYSTEM SAFETY AND INTEGRITY RIDER (“SSIR”)

D. SSIR True-Up Amount” shall be equal to the difference, positive or negative, between <«

the Eligible System Safety and Integrity Costs as projected for a particular calendar year and the
actual Eligible System Safety and Integrity Costs incurred by the Company for that particular
calendar year, plus monthly interest calculated on that difference at a rate equal to the then
current rate of interest on pipeline refunds established by the Federal Energy Regulatory
Commission.

SSIR ADJUSTMENT CALCULATION

A The System Safety and Integrity Rider Charge shall be equal to the Eligible System <

Safety and Integrity Costs, plus or minus the SSIR True-Up Amount, plus or minus the
Deferred SSIR Balance, multiplied by the customer class allocation basis authorized by
the_ Commission to determine the class cost of service in the Company’s most recent general

rate case, divided by the applicable number of bills for the particular customer class, as follows:

System Safety and Integrity Rider Charge =
(AxB+C)*D)/E
Where:
A = Eligible System Safety and Integrity Costs
B = SSIR True-Up Amount
C = Deferred SSIR Balance
D = Customer class allocation basis authorized by the Commission to
determine the class cost of service in the Company’s most recent

general rate case
E = Applicable number of bills for the particular customer class

B. The calculated rate shall be an adjustment to the Customer Charge applicableto <|-

the Company’s Residential Service, Small Commercial Service and Large Commercial
Service under Rate Schedule CGS (Choice Gas Service) and ACGS-NSS (Agricultural Choice
Gas Service — Non-Seasonal Service).

B { Formatted: Justified, Indent: First line: 0", Right: 0.18"
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Tab stops: 6.25", Left
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SSIR ADJUSTMENT WITH CHANGES IN BASE RATES. Whenever the Company
implements changes in base rates as a result of a final Commission order in a general rate case
setting new rates based on approved revenue requirements, the Company shall simultaneously
adjust the SSIR to remove all costs that have been included in base rates.

The Company shall not make effective any revision to the System Safety and Integrity Rider
Charge that includes the addition of new SSIR Projects not previously recovered through the SSIR
Charge if the Company has not had a general rate proceeding decided or dismissed by issuance
of a Commission order within sixty months immediately preceding the date upon which the
revision to the System Safety and Integrity Rider Charge otherwise would take effect. The
Company shall continue to make annual revisions to the SSIR Charge to reflect appropriate true-
ups and adjustments to the calculations, consistent with the other provisions contained in the
System Safety and Integrity Rider Tariff, for each year that the Company is allowed to collect the
SSIR Charge.

The Company shal—ret-may continue to collect a System Safety and Integrity Rider Charge for
a-the period exceeding sixty months after is—initial—effective—date—unless-within-sueh-sixty-
rmonth-period-the Company has filed for or is the subject of a new general rate proceeding, until
the earlier of either (a) the effective date of interim rates after the Company files an application
for a general rate proceeding and requests to consolidate its Black Hills/Nebraska Gas Utility
Company, LLC and Black Hills Gas Distribution, LLC, or (b) the effective date of interim rates
if Black Hills Gas Distribution, LLC solely files an application for a general rate proceeding, or

(c) December 31, 2020.-exeept-thatt
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The System Safety and Integrity Rider Charge may be collected until the effective date
of new rate schedules established as a result of the new general rate proceeding or until the general
rate proceeding is otherwise decided or dismissed by issuance of a Commission order
without new rates being established.
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