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BEFORE THE STATE CORPORATION COMMIS~:~1i}:,~ice· ~i~~~n-Kl>l'::rl 
OF THE STATE OF KANSAS 

MAY 2 3 2013 

In the Matter of Black Hills Energy Filing ) 
Compliance Reports and Information as Prescribed ) 
by Commission Order Dated December 3, 2010, in ) 
Docket No. 06-GIMX-181-GIV ) 

by 
Stitte QQfi)Oft'.\tiCJri CJgifltfiH'!illCn 

ct K~n~eia 
Docket No. 11-BHCG-800-CPL 

COMPLIANCE FILING OF 

BLACK HILLS ENERGY 

COMES NOW Black Hills/Kansas Gas Utility Company, LLC, d/b/a Black Hills Energy 

("Black Hills") and pursuant to the requirements of the Commission's Order issued in Docket No. 

06-GIMX-181-GIV ("181 Docket") on December 3, 2010, provides the following information in 

compliance with the Commission's Order: 

I. Cost Allocation Manual ("CAM") and Service Agreements. An amended Black Hills 

Utility Holdings, Inc. ("BHUH") CAM and Black Hills Service Company ("BHSC") CAM, and 

redlined versions showing the amendments to the CAMs, are included in this year-ended 2012 filing 

and are attached hereto and incorporated herein (requirement and Tab Al). There have been no 

changes to the following items as filed in the Black Hills' Kansas Compliance filing dated May 25, 

2012: 

(a) Service Agreement with BHUH and Service Agreement with BHSC; and 

2. BHSC's FERC Form 60 and BHUH's FERC Form 60, attached hereto and incorporated 

herein (requirement and Tab A2); 

3. Organizational Chart of Black Hills Corporation ("BHC"), attached hereto and 

incorporated herein (requirement and Tab BI); 

4. Description of activities & business at each non-utility company attached hereto and 

incorporated herein (requirement and Tab B2); 

5. Organizational chart of personnel that includes list of directors, corporate officers, and 



other key personnel shared by any jurisdictional public utility and any non-utility associate company 

or holding company, along with a description of each person's duties and responsibilities to each 

entity, including: 

(a) Board list and description; 

(b) Kansas Officer list and responsibilities; and 

(c) Other key personnel - None (officer list sufficiently identifies key personnel), 

attached hereto and incorporated herein (requirement and Tab B3); 

6. Summaries of each mortgage, loan document and debt agreement attached hereto and 

incorporated herein (requirement and Tab B4); 

7. Income statements, balance sheets, and cash flow statements for (1) consolidated utility 

operations; (2) consolidated non-regulated operations; (3) consolidated corporate financials: 

(1) Black Hills' income statement and balance sheet; no cash flow statement for 

Black Hills; 

(2) Financial Statements for consolidated non-regulated operations are not 

maintained. BHC's Form lOK Annual Report does include operating results for each of the 

financial segments in the utilities and non-regulated energy business groups, but not full 

income statements and balance sheets; and 

(3) BHC's income statement, balance sheet, and cash flow statement, 

attached hereto and incorporated herein (requirement and Tab BS); and 

8. If maintained, summary of financial ratios (attachment) for (1) consolidated utility 

operations; (2) consolidated non-regulated operations; (3) consolidated corporate financials: 

(1) This information is not maintained; 

(2) This information is not maintained; and 

(3) BHC's financial ratios using calculation set forth in the attachment, 

attached hereto and incorporated herein (requirement and Tab B6). 
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9. List of analysts that have recently provided either research updates on BHC or made 

comments regarding latest earnings is attached hereto and incorporated herein (requirement and Tab 

C3). 

WHEREFORE, Black Hills requests the information provided be accepted by the Commission 

in compliance with the reporting requirements in the 181 Docket. 

erty, #11177 
&BYRD,LLP 

. H' ory, P. 0. Box 17 
Ottawa, Kansas 66067 
(785) 242-1234, telephone 
(785) 242-1279, facsimile 
jflaherty@andersonbyrd.com 
Attorneys for Black Hills Energy 

VERIFICATION 

STATE OF KANSAS, COUNTY OF FRANKLIN, ss: 

James G. Flaherty, of lawful age, being duly sworn upon oath, deposes and says that he is 

attorney for the within named applicant, that he has read the above and foregoing Compliance Filing, 

and the statements contained therein are true. 

J 

SUBSCRIBED AND SWORN to before me this 22nct day of May, 2013. 

Notary Public 
Appointment/Commission Expires: 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the above and foregoing was sent via electronic mail this 22"d 
day of May, 2013, addressed to: 

Robert A. Fox 
Senior Litigation Counsel 
Kansas Corporation Commission 
1500 SW Arrowhead Road 
Topeka, KS 66604-4027 
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LAW OFFICES OF 

ANDERSON (9 BYRD 

JOHN L. RICHESON 

JAMES G. FLAHERTY 

R. SCOTIRYBURN 

KEITII A. BROCK 

Ms. Patrice Petersen-Klein 
Executive Director 
Kansas Corporation Commission 
1500 S. W. Arrowhead Road 
Topeka, Kansas 66604-4027 

A Limited Liability Partnership 

216 s. HICKORY, P. 0. Box 17 
OTTAWA, KANSAS 66067 

(785) 242-1234, Telephone 
(785) 242-1279, Facsimile 

www. andersonbyrd com 

May 22, 2013 

_.. ..... •·. Received 
on 

ROBERT A. ANDERSON 

(1920-1994) 
RICHARD C. BYRD 

(1920-2008) 

MAY 2 3 2013 
l:ly 

Slgt~ CorµClffUJen Cmt1m111e1on 
of t<amia:i 

Re: Black Hills/Kansas Gas Utility Company, LLC, d/b/a Black Hills Energy 
Docket No. 11-BHCG-800-CPL 

Dear Ms. Petersen-Klein: 

Please file the enclosed Compliance Filing on behalf of Black Hills/Kansas Gas Utility 
Company, LLC, d/b/a Black Hills Energy, in the above captioned matter. I would appreciate 
receiving a file stamped copy of this cover letter as well as a file stamped copy of the Compliance 
Filing for my files. An envelope is included for your convenience. 

Thank you for your assistance. If you have any questions, please call. 

JGF:rr 
Enclosure 

Sincerely, c -:r~ 
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Introduction 
 
The purpose of this cost allocation manual is to document the allocation processes of Black Hills 
Utility Holdings, Inc. (“BHUH”), from recording the original transaction through the allocation 
of costs to entities receiving services from BHUH.  Various topics to be addressed include the 
organization of BHUH, the recording of transactions, calculating and assigning allocation ratios, 
and recording allocation transactions. 
 
BHUH began formal operations in July 2008.  The company was formed in anticipation of the 
purchase of certain gas and electric utility operating companies from Aquila, Inc.  BHUH is a 
wholly owned subsidiary of Black Hills Corporation (“BHC”).  BHUH is the parent company of 
each of the five acquired Aquila operating companies.  In addition, BHUH also holds certain 
departments that support the operations of the five acquired Aquila operating companies and 
other utility operating companies (Black Hills Power, Inc., Cheyenne Light, Fuel & Power 
Company), together the “operating companies”.  These costs are allocated to the operating 
companies requesting service using formal cost allocation methodologies.  Departments that 
provide support services to the five acquired Aquila operating companies as well as other Black 
Hills Corporation subsidiaries are held at Black Hills Service Company, LLC (“BHSC”).  BHSC 
cost allocation methodologies are discussed in a separate cost allocation manual. 
 

BHUH Organization 
 
BHUH is organized into departments based upon the services that those departments provide to 
the operating companies.  A list of each department, as well as a brief description of the services 
they provide, is attached hereto as Appendix 1. 
 

Direct Costs versus Indirect Costs 
 
A key issue in distributing BHUH costs is distinguishing between direct costs and indirect costs.  
The account coding will change depending on whether the cost is a direct or indirect cost.  Below 
is a summary of each of these types of costs and examples of these costs. 
 
Direct costs are those costs that are specifically associated with an identified operating company 
or group of identified operating companies.  This means that it is known exactly to which 
operating company or group of operating companies these costs relate.  Here are some examples: 
 

• Advertising is prepared for a new energy efficiency campaign in the state of Nebraska.  
The advertising costs incurred are specifically associated with an identified operating 
company.  Therefore, this would be a direct cost. 

• The Vice President of Utilities attends a meeting on the proposed budget for the state of 
Iowa.  The labor costs incurred in attending this meeting are specifically associated with 
an identified operating company.  Therefore, this would be a direct cost. 

• A trainer from Gas Engineering travels to various Black Hills Kansas Gas field offices to 
conduct training.  These travel costs are specifically associated with an identified 
operating company.  Therefore, this would be a direct cost. 
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Indirect costs are those costs that are not associated with an identified operating company.  This 
means that the costs indirectly support all companies or directly support the operation of BHUH.  
In other words, costs that would be directly charged to BHUH using the definition and examples 
above would be classified as indirect costs.  Here are some examples: 
 

• Advertising is prepared for all customers to inform them of changes to electronic 
payment processes.  These advertising costs incurred apply to all operating companies.  
Therefore, this would be an indirect cost. 

• The Vice President of Utilities attends a meeting to present the consolidated budget for 
all gas utilities to the Board of Directors.  The labor costs incurred in attending this 
meeting are not specifically associated with an identified operating company.  Therefore, 
this would be an indirect cost. 

• A trainer from Gas Engineering travels to Rapid City to present a training program to 
operating company executives.  These travel costs are specifically associated with 
BHUH.  Therefore, this would be an indirect cost. 

 
It is important when determining if a cost is a direct cost or an indirect cost to consider two 
things:  (1) Can the costs coded to a specific operating company or group of operating companies 
be substantiated, and (2) Can it be substantiated that a utility-based subsidiary is not subsidizing 
the operations of a non-utility based subsidiary with the time and expenses that have been 
charged to them.  As can be seen from above, a certain level of judgment will be involved when 
deciding whether a particular cost should be directly charged or indirectly allocated. 
 
There are certain costs that will always be considered direct or indirect costs, no matter the 
circumstances.  Below is a list of significant BHUH expenses that follow these rules: 
 
Always considered direct costs: 

• Capitalized costs for non-BHUH projects (including capitalized labor) 
• Retiree healthcare costs 

 
Always considered indirect costs: 

• PTO (Paid Time Off) and Holiday labor (they are included as a component of overhead) 
• Bonuses and other similar methods of compensation that are included as a component of 

overhead 
• Payroll taxes and 401(k) match expenses (they are included as components of overhead) 
• Short or long-term disability expenses 
• General office rent 
• Depreciation 
• Intercompany interest expense and income related to the BHUH balance payable or 

receivable from the Utility Money Pool 
 
 

Transaction Coding 
 
BHC utilizes the PeopleSoft software system.  PeopleSoft provides a variety of fields to create 
account coding logic, or code block.  The account coding string consists of seven fields.  It is 
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important to understand the intended purpose of each field within the account coding string.  In 
addition, the system also handles the distribution of both direct and indirect costs to the operating 
companies. 
 
All transactions will use the account coding string listed below.  The coding is comprised of 
seven separate fields, each representing an important characteristic of the underlying transaction.   

 
 
 

_______  --    _________  --  ___________  --  _________ 
GL BU            OP UNIT     DEPARTMENT     ACCOUNT  

 
                     ________  --  _________  --  ___________ 

  RESOURCE      PRODUCT     WORK ORDER  
   

General Ledger Business Unit (“GLBU”): 
• Five (5) character numeric field. 
• The GLBU field is used to identify the company that will be receiving the charges, either 

as a direct cost or an indirect cost. 
• The field is required to be populated on all accounting transactions 
• The will default based on the operating unit (Op Unit), as described below.   

 
 
 

_______  --    _________  --  ___________  --  _________ 
  GL BU        OP UNIT     DEPARTMENT   ACCOUNT 

  
  ________  --  ___________  --  _____________ 

    RESOURCE    PRODUCT          WORK ORDER 
 
Operating Unit (“Op Unit”):   

• Six (6) character numeric field.  
• The Op Unit field is used to identify the account code block as either a direct cost or an 

indirect cost. 
• If the cost is a direct cost, the Op Unit field will be populated using the general Utility 

Holding Op Unit 201900.  Indirect costs also include costs directly related to the Utility 
Holding Company.  

• The field will be populated using one of the BHUHOp Units for indirect costs. 
 
 
 

_______  --    _________  --  ___________  --  _________ 
GL BU         OP UNIT        DEPARTMENT  ACCOUNT 

 
________  --  ___________  --  ___________ 

   RESOURCE       PRODUCT       WORK ORDER 
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Department:   
• Four (4) character numeric field 
• The department field is used to identify where the cost(s) originated 
• The department is required on all income statement and capital transactions 
•  Every Dept is assigned to a GLBU 
 
 

 
 
_______  --    _________  --  ___________  --  _________ 

        GL BU          OP UNIT    DEPARTMENT   ACCOUNT 
 

_________  --  ___________  --  ____________ 
               RESOURCE       PRODUCT       WORK ORDER 

 
Account:   

• Six (6) character numeric field 
• The account field is required on all accounting transactions 
 All companies will use the same Chart of Accounts though some values will be specific to 
certain companies. 

 
 
 
_______  --    _________  --  ___________  --  _________ 

      GL BU        OP UNIT       DEPARTMENT    ACCOUNT 
 

_________  --  ___________  --  ______________ 
              RESOURCE       PRODUCT       WORK ORDER 

 
Resource:   

• Four (4) character numeric field 
• Represents the type of cost that fall under a specific account 
• The resource field is required for all income statement and capital accounting transactions 
 
 
 

_______  --    _________  --  ___________  --  _________ 
      GL BU        OP UNIT           DEPARTMENT      ACCOUNT 

 
_________  --  ___________  --  ______________   

               RESOURCE       PRODUCT       WORK ORDER 
 

Product:   
• Three (3) character numeric field 
• Identifies the product line 
• Examples of the product line include electric, gas, and non-regulated 
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_______  --    _________  --  ___________  --  _________ 
        GL BU        OP UNIT      DEPARTMENT    ACCOUNT 

 
_________  --  ___________  --  ___________ 

             RESOURCE       PRODUCT       WORK ORDER 
 

Work Order:   
• Eight (8) character numeric field 
• Represents the collection of costs to allow the monitoring of a job or group of tasks 
• The project field is required on all construction work in progress transactions 
• Generally used for capital projects, additionally used to track specific costs in Operations 

and Maintenance 
 

Timekeeping 
 
All BHUH employees are required to complete a timesheet for each two week pay period, 
whether they are an employee paid hourly or an employee paid a salary.  Employee timesheets 
are required to be approved by their supervisor. 
 
Employees must complete the coding string, as previously discussed, for each time record.  The 
timesheet will default the employee’s department and resource.  However, the employee is 
responsible for providing the remainder of the code block. Employees are encouraged to enter 
their time in one half hour increments, although they may use smaller increments if they so 
choose.   
 

Loadings 
 
Certain benefits that are provided to employees become an inherent cost of labor.  To account for 
these benefits and allow for them to be charged to the appropriate subsidiary, they become part 
of a loading rate that is added on to each payroll dollar (see below).  A distinct resource is used 
to track each specific loading.   
 
The loading rates are calculated at the beginning of the year based upon budgeted benefit 
expenses and budgeted labor and are reviewed and updated quarterly.  These rates are loaded 
into the accounting system and used for payroll processing throughout the year.  Below is a list 
of components of the loading rates: 
 
General loadings: 

• Compensated Absences:  including PTO (Paid Time Off), Holiday, Jury duty, Funeral 
pay, United Way day and Annual Physical appointment.  

• Payroll Taxes:  including FICA, FUTA SUTA and city taxes. 
• Employee Benefits:  including health and medical, 401K match and fees, Pension, 

Retiree healthcare and associated fees and Pension audit fees. 
• Incentives: including Non-officer bonus plans, Restricted Stock and Stock Option 

expense. 
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At the end of each month, loadings calculated on payroll using the loading rates must be trued-up 
against actual employee benefit costs.  The purpose for this true-up is due to the fact the BHUH 
income statement must net to zero, meaning there can be no net income or net loss remaining at 
BHUH.  Loadings calculated on payroll are based on an estimated rate and budgeted benefits, so 
differences between the actual benefits will be inherent to this process.  The main reasons for the 
difference are employee benefit costs differ from the budget, payroll differs from budget, or 
timing.  After the difference is calculated and reviewed for reasonableness, it is recorded to a 
separate department and indirectly allocated to the operating companies. 
 

Allocation Ratios 
 
As previously stated, BHUH costs are either directly charged to an operating company, or 
indirectly allocated when the cost is not associated with a specific operating company.  Indirect 
costs are allocated out using one of several pre-defined allocation ratios.  Each department has 
been assigned one of these allocation ratios.  All indirect costs of that department are then 
allocated using that ratio.  When determining which allocation ratio should be assigned to each 
department, a ratio was selected based on the specific cost driver of that department.  For 
instance, the expenses incurred by the Customer Service - Rapid City department are primarily 
related to the support of all utility customers.  In this example, the cost driver for the Customer 
Service - Rapid City department indirect costs is the number of customers.  Therefore, the 
indirect costs will be allocated based upon the Customer Count Ratio.  
 
When determining how the assigned ratio should be applied, consideration is given to the 
operating companies or segments that are supported by the department.  For instance, the 
Appliance Technical Training department was determined to have a cost driver of number of 
Service Guard customers.  Therefore, the indirect costs will be allocated based on the Customer 
Count Ratio using Service Guard customers whereas the Customer Service – Rapid City 
department used in the previous example would be allocated based on the Customer Count Ratio 
using Regulated Utility customers. 
 
For certain departments, a specific cost driver may not be clearly identifiable or the driver may 
not be cost efficient to compute on a continuing basis.  In these instances, a three-pronged 
general allocation ratio is used.  This ratio equally weights three different general ratios: Gross 
Margin, Asset Cost, and Payroll Dollars.  These ratios were chosen to be included in the Blended 
Allocator Ratio because they best allocate costs based on the diverse nature of BHUH 
operations. 
 
A list of all allocation ratios, including a brief description of the ratio, the basis for the 
calculation of the ratio, and the department to which that ratio has been assigned, is attached 
hereto as Appendix 2.   
 

Changing Allocation Ratios 
 
Allocation ratios are set at the first of the year, based upon financial information from the prior 
year ending December 31st.  The ratios for Asset Cost and Customer Count are based on values 
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as of the previous period ending December 31st.  The ratios for Gross Margin, Payroll Dollars, 
and Net Energy Sales are based on values for the 12 months ended December 31st.   
 
Certain events may occur during the year that are deemed to be significant to BHUH that will 
require corresponding adjustments made to the allocation ratios.  Examples of these types of 
events include acquisitions, divestitures, new generation, significant staffing changes or new, 
significant revenue streams. 
 
When these events occur, indirect allocation ratios will be adjusted.  When adjusting allocation 
ratios, it is the policy of BHUH to not recalculate all allocation ratios.  Rather, allocation ratios 
will be adjusted with pro forma changes.  For example, if an acquisition occurs during the middle 
of the year, pro forma values will be loaded.  Asset values at the time of the acquisition would be 
used, as well as pro forma gross margin and payroll dollars for a 12 month period.  It should be 
noted that estimations may be required, especially when significant additions or changes are 
expected as a result of the acquisition.   
 
It should also be noted that asset values, gross margin, and payroll dollars for the other 
companies will not be changed.  However, the ratios will change because the base against which 
the ratios are calculated will change.  Operating companies would normally see decreased ratio 
values with acquisitions, and increased ratio values with divestitures.  Changes will be effective 
as of the beginning of the month, and will apply to all transactions for the month. 
 
Any changes to indirect allocation ratios are initiated by one member of the allocations staff and 
reviewed by another member of the allocations staff.  All changes are documented in memo 
format, with the supporting documentation maintained.  Allocation ratios loaded into the system 
are reviewed by someone other than who input the ratios into the system.  Accounting calculates 
the allocation ratios and provides ratios and calculations to Financial Managers and Regulatory 
Departments for review. 
 

Subsidiary Payment for Direct and Indirect Charges 
 

It is the policy of BHUH to insure payments are made by the subsidiary companies for direct and 
indirect charges. All payments for direct and indirect charges must be remitted to BHUH by the 
end of the following month. Payment requests will be provided directly to the accounts payable 
departments of the subsidiary companies. BHUH will monitor payments received during the 
month to insure that all subsidiary companies make payment in a timely manner. 
 

Allocating Fixed Assets 
 
BHUH maintains certain fixed assets that are used by and benefit all operating companies.  
These fixed assets primarily consist of computer hardware and software and shared office 
facilities.  Because these fixed assets support all operating companies, they are allocated monthly 
as part of the month-end close process, along with the allocation of these assets’ accumulated 
depreciation.  Construction or Work in Process balances are not allocated. 
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Allocated assets and accumulated depreciation are maintained in separate general ledger 
accounts at the subsidiary level so they are not intermingled with regular subsidiary fixed assets, 
and for ease of reconciliation. 
 
The allocation ratio used to allocate assets and accumulated depreciation will vary depending on 
the type of asset being allocated, and will be based on the function the asset is serving.  For 
instance, customer service software is allocated based on the Customer Count Ratio, while 
general office space is allocated using the Blended Allocator Ratio. 
 

Allocating Capitalized Inventory 
 

The gas metershop is a BHUH department serving the gas utility operating companies.  As gas 
meters are purchased, they are recorded as capitalized inventory (charged to plant-in-service) by 
BHUH, the meters are issued out of inventory to the specific operating company.  All gas meter 
investment and accumulated depreciation reserve is held at BHUH, at month-end, a manual 
journal entry is prepared to allocate the plant balance of BHUH.  The Customer Count Ratio is 
used for this allocation. 
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Appendix 1 
 

BHUH Departments 
 

The following departments are included in BHUH as of January 1, 2012 and are subject to 
changes as required to support evolving business requirements.  
 
Gas Supply Services Administration (2301) 

Description:  Provides for the development and execution of the gas supply portfolio plans for all 
gas distribution operating companies and regulated power plants fueled by natural gas.  This plan 
includes purchasing strategies for the commodity and optimization and procurement of pipeline 
capacity and services. (Customer Count Ratio) 

Computer Aided Dispatch CAD Assets (4247) 

Description:  The assets invested for the Computer Aided Dispatch system for Black Hills 
Energy.  This includes capitalized and centrally located hardware and software costs to service 
multiple utilities.  Depreciation expense on this group of assets is also charged from here. 
(Customer Count Ratio) 

FAME Assets (4251) 

Description:  The assets invested for the Facilitated Asset Mapping Enterprise system for Black 
Hills Energy.  This includes capitalized and centrally located hardware and software costs to 
serve multiple utilities.  Depreciation expense on this group of assets is also charged from here.  
(Customer Count Ratio) 

Work Management Assets (4257) 

Description:  The assets invested for the Work Management system for Black Hills Energy. This 
includes capitalized and centrally located hardware and software costs to serve multiple utilities. 
Depreciation expense on this group of assets is also charged from here. (Customer Count Ratio) 

Regulated Generation Assets (4258) 

Description:  The assets for electric utilities specifically. This includes capitalized and centrally 
located hardware and software costs to serve multiple electric utilities.   Depreciation expense on 
this group of assets is also charged from here. (Customer Count Ratio) 

BHUH Benefits Loadings (4470) 

Description:  Utilized for charging out benefits, including medical costs, to the operating 
departments.  Provided that all labor is loaded with overhead loadings, only the residual charges 
are to the operating companies.  (Blended Allocator Ratio) 
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Retiree (4473) 

Description:  Provides for the collection of retiree health benefits for the former employees of 
BHUH. Blended Allocator Ratio) 

BHUH Accounting Accruals (4474) 

Description:  Created to facilitate the accrual of certain charges not related to specific 
departments. (Blended Allocator Ratio) 

Blended Assets - All (4478) 

Description:  The assets invested and centrally located for gas and electric operating companies 
where the Blended Ratio is determined to be the best form of allocation.  Depreciation expense 
on this group of assets is also charged from here. (Blended Allocator Ratio)   

Blended Assets - Electric (4479) 

Description: The assets invested and centrally located for electric operating companies where the 
Blended Ratio is determined to be the best form of allocation.  Depreciation expense on this 
group of assets is also charged from here.  (Blended Allocator Ratio)  

Blended Assets - Gas (4480) 

Description:  The assets invested and centrally located for gas operating companies where the 
Blended Ratio is determined to be the best form of allocation. Depreciation expense on this 
group of assets is also charged from here. (Blended Allocator Ratio) 

Blended Assets - Customers (4481) 

Description:  The assets invested and centrally located for gas and electric companies where the 
Customer Ratio is determined to be the best form of allocation.  Depreciation expense on this 
group of assets is also charged from here. (Customer Count Ratio) 

Design Engineering Gas (5105) 

Description:  Provides engineering support of gas transmission and distribution facilities 
including planning, monitoring, and analyses. (Customer Count Ratio) 

Standards Compliance Gas (5106) 

Description:  Responsible for implementing and reporting DOT regulatory requirements, 
maintaining standards, and supporting GIS Smallworld mapping.  (Customer Count Ratio) 

Transmission Planning (5107) 

Description:  Performs near and long-term (1-20 year) transmission planning to determine cost-
effective transmission additions needed to reliably serve projected customer load.  Performs 
studies in support of large customer requests and the FERC Tariff; and performs operational 
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studies for planned outages.  Provides support in meeting compliance with NERC Standards; and 
represents the corporation in regional and sub-regional planning groups. (Transmission Ratio) 
 
NERC Compliance (5108) 

Description:  Develops, coordinates and oversees the Electric Utilities Group’s compliance with 
mandatory North American Electric Reliability Corporation (NERC) Reliability Standards, 
which standards are enforceable through financial sanctions and are intended to ensure a reliable 
Bulk Electric System. (Transmission Ratio)   
 
FERC Tariff and Compliance (5109) 

Description:  Develops, coordinates, and oversees the Electric Utilities Group’s compliance with 
the Federal Energy Regulatory Commission (FERC) requirements pertaining to electric 
transmission; and administers the Company’s Open Access Transmission Tariff (OATT) and 
Open Access Same-time Information System (OASIS).Administration of the Tariff, which 
outlines the “rules of the road” for transmission providers, the rates we charge, and the 
procedures and timelines in addressing customer requests (new load, new generators, or other 
requests to wheel power across the system). (Transmission Ratio) 
 
Transmission and Distribution Reliability (5110) 

Description:  Operates the Company’s transmission and distribution systems on a 24/7 basis; and 
plans and directs switching and outage restoration efforts for both emergency and planned 
outages.  (Transmission Ratio) 
 

NERC Transmission and Tech Support  (5111) 

Description:  Develops, coordinates and oversees the technical support piece of the Electric 
Utilities Group’s compliance with mandatory North American Electric Reliability Corporation 
(NERC) Reliability Standards, which standards are enforceable through financial sanctions and 
are intended to ensure a reliable Bulk Electric System. (Transmission Ratio) Open dept. do we 
include for 2012? See comments in support spreadsheet. 
 
Transmission Services Management  (5112) 

Description:  For all three electric utilities (BHP, CLFP and Colorado Electric), Transmission 
Services directs the 24/7 Reliability Centers in Rapid City and Pueblo, Transmission Planning, 
NERC Compliance, FERC Compliance, and Transmission Tariff Administration. (Transmission 
Ratio)  
 

Electric Engineering Services  (5120) 

Description:  Engineering Services supports transmission and distribution activities within the 
Electric Utilities group including engineering, distribution planning, T & D asset management, 
metering, substation maintenance, Vegetation Management, GIS/drafting and outage 
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management systems.  Provides Director level support to GIS support functions as defined in 
Dept. 5305 for both the electric & gas network operations. (Blended Allocator Ratio) 

Power Supply and Renewables (5121) 

Description:  Provides for the planning, development, and management of power supply and 
renewable strategies for electric operating companies. (Blended Allocator Ratio) 

Electric Regulatory Services  (5122) 

Description:  Supports and manages all electric regulatory filings, rate cases, and regulatory 
issues. (Blended Allocator Ratio)  

Gas Engineering Services (5254) 

Description:  Provides engineering support of gas transmission and distribution facilities 
including planning, monitoring, and analyses. (Customer Count Ratio)  

GIS Support (5305)  

Description:  Researches, builds and implements work management solutions for the benefit of 
electric and gas network operations.  This department also supports STORMS, FAME, Electric 
Utilities Outage Management and network requests. (Customer Count Ratio)  

Meter shop General (5490)  

Description:  Manages and provides gas measurement support to field operations located in gas 
service states. (Customer Count Ratio)  

Utility Financial Management (5668) 

Description:  Assists in the compliance with regulatory and operating unit business strategy from 
a financial perspective. Responsible for preparation of all phases of the financial planning 
process including budgets, forecasts and strategic plans. Prepares various operating and financial 
reports for management.   
 
Utility Accounting (5670) 

Description – Responsible for closing the general ledger for the utilities on a monthly basis and 
assists in the compliance of all accounting rules and regulations.  Prepares various operating and 
financial reports for utility financial management including margin and operating expenses.  
Assists the utility financial management team with monthly analysis and the financial planning 
process.  
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Customer Service Management (5674) 

Description:  Provides general direction and supervision of customer service activities.  
Encourages the safe, efficient and economical use of the utilities services. (Customer Count 
Ratio)   

 Utility Operations Management (5682) 

Description:  Provides guidance, direction and management to overall utility operations. 
(Blended Allocator Ratio) 

Utility Market Services (5688) 

Description:  Provides business and planning services, including marketing.  Searches for 
competitive business opportunities and energy solutions. (Blended Allocator Ratio) 

Executive Management (5691) 

Description:  Provides executive management to the regulated utility segments. (Blended 
Allocator Ratio) 

Customer Service Center - Lincoln (5701) 

Description:  Answers and resolves customer inquiries for both regulated and non-regulated 
customers. (Customer Count Ratio) 

Customer Account Services - Omaha (5702) 

Description:  Assists customers with billing, payment and collection issues. (Customer Count 
Ratio) 

Customer Service Support - Rapid City (5703) 

Description:  Provides support to customer services areas through training, revenue assurance 
analysis, quality analysis, business analysis and customer and community communication. 
(Customer Count Ratio)  

Customer Account Services – Rapid City (5704) 

Description:  Assists customers with billing, payment and collection issues. (Customer Count 
Ratio) 

Customer Service Center – Rapid City (5705) 

Description:  Answers and resolves customer inquiries for both regulated and non-regulated 
customers. (Customer Count Ratio) 

Large Volume Billing (5706) 
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Description:  Manages and maintains regulated and non-regulated sales and billing of gas to 
large volume customers. (Customer Count Ratio)  

Customer Service Center Support (5707) 

Description: Provides direct support to the operations of the two customer service centers in 
Lincoln and Rapid City.  Provides analysis on employee staffing, monitoring service metrics, 
projects, and planning. (Customer Count Ratio) 

Lockbox/Bill Print (5711) 

Description: Prepares, prints, inserts and mails regulated and non-regulated letters and bills for 
BHC utility customers.  Processes payments for regulated and non-regulated services mailed 
back to BHC by utility customers. (Customer Count Ratio) 

Bill Processing (5712) 

Description: Outside services, supplies and postage expenses required for billing, 
correspondence, remittance, credit and collection services related to BHC utility customers. 
(Customer Count Ratio)  

Field Resource Center - Lincoln (5715) 

Description:  Schedules and dispatches premise service activities to both regulated and non-
regulated customers. (Customer Count Ratio)   

Field Resource Center - Rapid City (5717)  

Description:  Schedules and dispatches premise service activities to both regulated and non-
regulated customers. (Customer Count Ratio)   

Service Guard Marketing (6005) 

Description:  Provides and manages product development for consumer marketing with the 
primary focus on Service Guard (appliance options) a non-regulated business for utility/regulated 
customers. (Customer Count Ratio)  

Utility Service Management - (6183) 

Description:  Provides guidance to utility activities with emphasis on reliability, customer service 
and economic energy. (Blended Allocator Ratio) 

Appliance Technical Training (6331) 

Description:  Designs and implements safety programs and incentives, incident investigation, 
hazard identification and problem solving, and appliance repair technical skill training, program 
development & administration of technical-related training for our front-line utility employees 
supporting Service Guard. (Customer Count Ratio). 
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Gas Regulatory Services (6372) 

Description:  Supports and manages all gas regulatory filings, rate cases, and regulatory issues. 
(Blended Allocator Ratio)  

Catch-All  

Description:  Departments at Black Hills Corporation that are not specifically listed in the CAM 
or included in the master allocation design that charge BHUH will be allocated using the 
Blended Allocator Ratio. For example if a BHSC IT department provides maintenance on the 
SCADA system supporting the regulated electric companies they would charge BHUH operating 
unit 201900 and these costs would be allocated using the Blended Ratio across the regulated 
electric companies. 

 

 
  

Appendix 1- Corrected 
 

   

 

BHUH Departments 
 

   

Report as of: 12/21/2012 12:14:24 PM CT 
 

   

The following departments are included in BHUH as of 
01/01/2013 and are subject to changes as required to support 
evolving business requirements. 

 

   

 

UHC-GSS ADMINISTRATION (2301) 
 

 

Description: Provides for the development and execution of the gas 
supply portfolio plans for all gas distribution operating companies 
and regulated power plants fueled by natural gas.  This plan 
includes purchasing strategies for the commodity and optimization 
and procurement of pipeline capacity and services. (Customer 
Count Ratio) 

 

 

 

 

UHC-ASSETS-LINCOLN CCTR/CAD (4247) 
 

 

Description: The assets invested for the Computer Aided Dispatch 
system for Black Hills Energy.  This includes capitalized and 
centrally located hardware and software costs to service multiple 
utilities.  Depreciation expense and maintenance expense on this 
group of assets is also charged from here.  (Customer Count 
Ratio) 
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UHC-ASSETS-FAME (4251) 
 

 

Description: The assets invested for the Facilitated Asset Mapping 
Enterprise system for Black Hills Energy.  This includes 
capitalized and centrally located hardware and software costs to 
serve multiple utilities.  Depreciation expense on this group of 
assets is also charged from here.  (Customer Count Ratio) 

 

 

 

 

 

UHC-ASSETS-WORK MGMT (4257) 
 

 

Description: The assets invested for the Work Management system 
for Black Hills Energy. This includes capitalized and centrally 
located hardware and software costs to serve multiple utilities. 
Depreciation expense on this group of assets is also charged from 
here.  (Customer Count Ratio) 

 

 

 

UHC-ASSETS-REG GENERATION (4258) 
Description: The assets for electric utilities specifically. This 
includes capitalized and centrally located hardware and software 
costs to serve multiple electric utilities.   Depreciation expense on 
this group of assets is also charged from here.  (Customers-
Regulated) 

 

 

UHC-BENEFITS LOADINGS (4470) 
 

 

Description: Utilized for charging out benefits, including medical 
costs, to the operating departments.  Provided that all labor is 
loaded with overhead loadings, only the residual charges are to the 
operating companies. (Blended) 

 

 

UHC-RETIREE (4473) 
 

UHC-ACCOUNTING ACCRUAL ENTRIES (4474) 

Description: Provides for the collection of retiree health benefits for 
the former employees of BHUH.  (Blended) 

 

 

Description: Created to facilitate the accrual of certain charges not 
related to specific departments. (Blended) 
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UHC-ASSETS-BLENDED-ALL (4478) 
 

 

Description: The assets invested and centrally located for gas and 
electric operating companies where the Blended Ratio is 
determined to be the best form of allocation.  Depreciation expense 
on this group of assets is also charged from here.  (Blended) 

 

 

 

 

UHC-ASSETS-BLENDED-ELECTRIC (4479) 
 

 

Description: The assets invested and centrally located for electric 
operating companies where the Blended Ratio is determined to be 
the best form of allocation.  Depreciation expense on this group of 
assets is also charged from here.   (Blended) 

 

 

 

 

UHC-ASSETS-BLENDED-GAS (4480) 
 

 

Description: The assets invested and centrally located for gas 
operating companies where the Blended Ratio is determined to be 
the best form of allocation. Depreciation expense on this group of 
assets is also charged from here.  (Blended) 

 

 

 

 

UHC-ASSETS-BLENDED-CUSTOMERS (4481) 
 

 

Description: The assets invested and centrally located for gas and 
electric companies where the Customer Ratio is determined to be 
the best form of allocation.  Depreciation expense on this group of 
assets is also charged from here.  (Customer Count Ratio) 

 

 

 

 

UHC-DESIGN ENGINEERING GAS (5105) 
Description: Provides engineering support of gas transmission and 
distribution facilities including planning, monitoring, and analyses. 
(Customers-Regulated) 

 

UHC-STANDARDS AND COMPLIANCE GAS (5106) 
 

 

Description: Responsible for implementing and reporting DOT 
regulatory requirements, maintaining standards, and supporting 
GIS Smallworld mapping. (Customers-Regulated) 
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UHC-TRANSMISSION PLANNING (5107) 
 

 

Description: Performs near and long-term (1-20 year) transmission 
planning to determine cost-effective transmission additions needed 
to reliably serve projected customer load.  Performs studies in 
support of large customer requests and the FERC Tariff; and 
supports operational studies for planned outages.  Provides support 
in meeting compliance with NERC Standards; and represents the 
corporation in regional and sub-regional planning groups. 
(Transmission) 

 

 

 

 

UHC-NERC COMPLIANCE (5108) 
 

 

Description: Develops, coordinates and oversees the Electric 
Utilities Group’s compliance with mandatory North American 
Electric Reliability Corporation (NERC) Reliability Standards, 
which standards are enforceable through financial sanctions and 
are intended to ensure a reliable Bulk Electric System. 
(Transmission) 

 

 

 

 

UHC-FERC TARRIFF AND COMPLIANCE (5109) 
 

 

Description: Develops, coordinates, and oversees the Electric 
Utilities Group’s compliance with the Federal Energy Regulatory 
Commission (FERC) requirements pertaining to electric 
transmission; and administers the Company’s Open Access 
Transmission Tariff (OATT) and Open Access Same-time 
Information System (OASIS).Administration of the Tariff, which 
outlines the “rules of the road” for transmission providers, the rates 
we charge, and the procedures and timelines in addressing 
customer requests (new load, new generators, or other requests to 
wheel power across the system).  (Transmission) 

 

 

 

 

UHC-T AND D RELIABILITY CTR (5110) 
 

 

Description: Operates the Company’s transmission and distribution 
systems on a 24/7 basis; and plans and directs switching and 
outage restoration efforts for both emergency and planned outages.  
(Transmission) 
 

 

 

UHC-NERC TRANSMISSION AND TECH SUPPORT (5111) 
 

 

Description: Develops, coordinates and oversees the technical 
support piece of the Electric Utilities Group’s compliance with 
mandatory North American Electric Reliability Corporation 
(NERC) Reliability Standards, which standards are enforceable 
through financial sanctions and are intended to ensure a reliable 
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Bulk Electric System.  (Transmission) 
 

   

 

UHC-TRANSMISSION SERVICES MGMT (5112) 
 

 

Description: For all three electric utilities (BHP, CLFP and 
Colorado Electric), Transmission Services directs the 24/7 
Reliability Centers in Rapid City and Pueblo, Transmission 
Planning, NERC Compliance, FERC Compliance, and 
Transmission Tariff Administration. (Transmission) 

 

 

 

 

UHC-ELEC ENGINEERING SERV (5120) 
 

 

Description: Engineering Services supports transmission and 
distribution activities within the Electric Utilities group including 
engineering, distribution planning, T and D asset management, 
metering, substation maintenance, Vegetation Management, 
GIS/drafting and outage management systems.  Provides Director 
level support to GIS support functions as defined in Dept. 5305 for 
both the electric and gas network operations. (Blended) 

 

 

 

 

UHC-PWR SUPPLY AND RENEWABLES (5121) 
 

 

Description: Provides for the planning, development, and 
management of power supply and renewable strategies for electric 
operating companies.  (Blended) 

 

 

 

 

UHC-ELECTRIC REGULATORY SERV (5122) 
 

 

Description: Supports and manages all electric regulatory filings, 
rate cases, and regulatory issues. (Blended) 

 

 

 

 

UHC-GAS ENGINEERING SERV (5254) 
 

 

Description: Provides engineering support of gas transmission and 
distribution facilities including planning, monitoring, and analyses. 
(Customers-Regulated) 
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UHC-GIS SUPPORT (5305) 
 

 

Description: Researches, builds and implements utility software 
solutions for the benefit of electric and gas network operations.  
This department supports Smallworld GIS, STORMS work 
management, PowerOn outage management, Korterra line locates, 
and GTViewer mobile maps. (Customer Count Ratio) 

 

 

 

 

UHC-GAS METERING SERV (5490) 
 

 

Description: Manages and provides gas measurement support to 
field operations located in gas service states.  (Customers-
Regulated) 

 

 

 

 

UHC-UTILITY FINANCIAL MGMT (5668) 
 

 

Description: Assists in the compliance with regulatory and 
operating unit business strategy from a financial perspective. 
Responsible for preparation of all phases of the financial planning 
process including budgets, forecasts and strategic plans. Prepares 
various operating and financial reports for management.   
(Blended) 

 

 

 

 

UHC-UTILITY ACCOUNTING (5670) 
 

 

Description: Responsible for closing the general ledger for the 
utilities on a monthly basis and assists in the compliance of all 
accounting rules and regulations.  Prepares various operating and 
financial reports for utility financial management including margin 
and operating expenses.  Assists the utility financial management 
team with monthly analysis and the financial planning process. 
(Blended) 

 

 

 

 

UHC-EXEC MGMT-CUST SERV (5674) 
 

 

Description: Provides general direction and supervision of 
customer service activities.  Encourages the safe, efficient and 
economical use of the utilities services.  (Customer Count Ratio) 

 

 

 

 

UHC-EXEC MGMT-UTILITIES (5682) 
 

 

Description: Provides guidance, direction and management to 
overall utility operations and support services. (Blended) 
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UHC-GAS UTILITY SERV (5688) 
 

 

Description: Provides business and planning services, including 
marketing.  Searches for competitive business opportunities and 
energy solutions (Blended) 

 

 

 

 

UHC-EXTERNAL AFFAIRS (5690) 
 

 

Description: Aligns business objectives with the integrated 
communications provided to our stakeholders. Including: media 
relations, coordination of community involvement programs, 
developing and managing a consistent communications program, 
and leading economic development for load growth. 
 (Customer Count Ratio) 

 

 

 

 

UHC-Electric Meter Services (5691) 
 

 

Description: Manages and provides electric measurement support 
to field operations located in electric service states. Also manages 
AMI system for all electric entities. (Customers-Regulated) 

 

 

 

 

UHC-CUSTOMER SERV-LINCOLN (5701) 
 

 

Description: Answers and resolves customer inquiries, requests for 
services, for both regulated and non-regulated customers. 
(Customer Count Ratio) 

 

 

 

 

UHC-CUSTOMER ACCT SERV-OMAHA (5702) 
 

 

Description: Assists customers with billing, payment and 
collection issues. (Customer Count Ratio) 

 

 

 

 

UHC-CUSTOMER SERV SUPP (5703) 
 

 

Description: Provides support to customer services areas through 
customer information system project management and process 
control for customer information system changes, revenue 
assurance analysis, quality analysis, training, and customer and 
community communication. (Customer Count Ratio) 
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UHC-CUSTOMER ACCT SERV-RC (5704) 
 

 

Description: Assists customers with billing, payment and 
collection issues. (Customer Count Ratio) 

 

 

 

 

UHC-CUSTOMER SERV-RC (5705) 
 

 

Description: Answers and resolves customer inquiries and requests 
for services, for both regulated and non-regulated customers. 
(Customer Count Ratio) 

 

 

 

 

UHC-LARGE VOLUME BILLING (5706) 
 

 

Description: Manages and maintains regulated and non-regulated 
sales and billing of gas to large volume customers. (Customer 
Count Ratio) 

 

 

 

 

UHC CS CTR SUPPORT (5707) 
 

 

Description: Provides direct support to the operations of the two 
customer service centers in Lincoln and Rapid City.  Provides 
analysis on employee staffing, monitoring service metrics, 
projects, and planning. (Customer Count Ratio) 

 

 

 

 

UHC-BILL PRINT AND LOCKBOX (5711) 
 

 

Description: Prepares prints, inserts and mails regulated and non-
regulated letters and bills for BHC utility customers.  Processes 
payments for regulated and non-regulated services mailed back to 
BHC by utility customers. (Customer Count Ratio) 

 

 

 

 

UHC-BILL PROCESSING (5712) 
 

 

Description: Outside services, supplies and postage expenses 
required for billing, correspondence, remittance, credit and 
collection services related to BHC utility customers. (Customer 
Count Ratio) 

 

 

 

 

UHC-FIELD RESOURCE CTR-LINCOLN (5715) 
 

 

Description: Plans work, and schedules and dispatches premise 
service activities to both regulated and non-regulated customers. 
(Customer Count Ratio) 
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UHC-FIELD RESOURCE CTR-RC (5717) 
 

 

Description: Plans work, and schedules and dispatches premise 
service activities to both regulated and non-regulated customers. 
(Customer Count Ratio) 

 

 

 

 

UHC-SERV GUARD MARKETING (6005) 
 

 

Description: Provides and manages product development for 
consumer marketing with the primary focus on Service Guard 
(appliance options) a non-regulated business for utility/regulated 
customers. (Customers-Service Guard) 

 

 

 

 

UHC UTILITY SERVICES EXEC (6183) 
 

 

Description: Provides guidance to utility activities with emphasis 
on reliability, customer service and economic energy. (Blended) 

 

 

 

 

UHC-FACILITY MAINTENANCE (6313) 
 

 

Description: Supports UHC facilities maintenance (Blended) 

 

 

Description: Designs and implements safety programs and 
incentives, incident investigation, hazard identification and 
problem solving, and appliance repair technical skill training, 
program development and administration of technical-related 
training for our front-line utility employees supporting Service 
Guard.  (Customers-Service Guard) 

 

UHC-TECHNICAL TRN-APPLIANCE (6331) 

 

 
 

 

UHC-GAS REGULATORY SERV (6372) 
Description: Supports and manages all gas regulatory filings, rate 
cases, and regulatory issues.  (Blended) 
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UHC-ENERGY SERVICES (6373) 
 

 

Description: Supports the energy efficiency programs across the 
utilities supported by BHUC (Customer Count Ratio) 

 

 

  

CATCH-ALL 
Description: Departments at Black Hills Corporation that are not specifically 
listed in the CAM or included in the master allocation design that charge 
BHUH will be allocated using the Blended Allocator Ratio.  For example if 
BHSC IT department provides maintenance on the SCADA system supporting 
the regulated electric companies they would charge BHUH operating unit 
201900 and these costs would be allocated using the Blended Ratio across the 
regulated electric companies. 
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Appendix 2 
 

Allocation Ratios 
 
Any asset ratios and employee and customer count ratios are calculated as of period-end dates, 
while revenue and expense ratios are calculated for twelve months ended as of period-end dates.   
 
 

Asset Cost Ratio – Based on the total cost of assets as of December 31 for the prior year, 
the numerator of which is for an applicable operating company and the denominator of 
which is all applicable operating companies.  Assets are also reported at their FERC 
value, meaning that assets for the utility subsidiaries will not include any elimination that 
are done to bring their FERC financial statements into compliance with GAAP.  FERC 
requires that acquired fixed assets be recorded at their gross value with accumulated 
depreciation, while GAAP requires acquired fixed assets be recorded at their net value.  
An elimination journal entry is used to eliminate the gross-up for preparation of GAAP 
financial statements, but this elimination journal entry is not factored into the calculation 
of the Asset Cost Ratio.  
 
No departments utilize this ratio, but it is a component in the Blended Ratio. 
 
Gross Margin Ratio – Based on the total gross margin for the prior year ending 
December 31, the numerator of which is for an applicable operating company and the 
denominator of which is for all applicable operating companies.  Gross margin is defined 
as revenue less cost of sales.   
 
No departments utilize this ratio, but it is a component in the Blended Ratio. 
 
Payroll Dollar Ratio –Based on the total payroll dollars for the prior year ending 
December 31, the numerator of which is for an applicable operating company and the 
denominator of which is for all applicable operating companies.  Payroll dollars include 
all bonuses and compensation paid to employees, but do not include items that are only 
included on an employee’s W-2 for gross-up and income tax purposes, such as life 
insurance premiums of $50,000. 
 
No departments utilize this ratio, but it is a component in the Blended Ratio.  
 
Blended Ratio – A composite ratio comprised of an average of the Asset Cost Ratio, 
Payroll Dollar Ratio and the Gross Margin Ratio.  These factors are equally weighted.  
This factor is sometimes referred to as the general allocation factor. 
 
Departments that utilize this ratio include BHUH benefits loading, retiree, BHUH 
accounting accruals, all blended assets, electric blended assets, gas blended assets, 
electric engineering services, electric regulatory services, utility margin accounting, 
utility financial management, utility accounting, utility operations management, utility 
market services, power supply and renewables, and gas regulatory services.  
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Any department at Black Hills Corp that appropriately charges a BHUH operating unit 
but is not part of the predefined allocation design will also utilize the Blended Allocator 
Ratio. For example if a BHSC IT department provides maintenance on the SCADA 
system supporting the regulated electric companies they would charge BHUH operating 
unit 201900 and these costs would be allocated using the Blended Ratio across the 
regulated electric companies. 
 
Customer Count Ratio – Based on the number of customers at the end of the prior year 
ending December 31, the numerator of which is for an applicable operating company and 
the denominator of which is for all applicable operating companies. 
 
There are currently several variations of the Customer Count ratio that are specific to the 
type of customers that are appropriate to the department for which charges are being 
allocated.  For example a department that supports gas engineering would be allocated 
based on gas customers only whereas a general customer service department would be 
allocated based on total customers.  
 
As of December 31, 20112012 BHUH is utilizing the following customer counts to 
calculate customer count ratios additional variations may be added if additional product 
lines are added or in the event that additional segmentation of customers are deemed 
appropriate to most effectively allocate costs from a specific department 
 
 Regulated Electric Customers  
 Regulated Gas Customers 
 Non-Regulated Customers 
 Total Customers 
 
Departments that utilize this ratio include gas supply services administration, computer 
aided dispatch, FAME assets, general assets, work management assets, regulated 
generation assets, customer blended assets, electric AMI blended assets, gas engineering 
services, GIS support, general meter shop, customer service management, Lincoln 
customer service center, Omaha customer account services, Rapid City customer service 
support, Rapid City customer account services, Rapid City customer service center, large 
volume billing, customer service center support, bill processing, Lincoln field resource 
center, Rapid City field resource center, service guard marketing, lockbox & bill-print, 
and appliance technical training. 
 
 
Transmission Ratio – Based on a simple average of a multiple of cross-sectional drivers 
for the transmission function that includes customer counts, peak load, number of 
substations, number of feeders, number of distribution and transmission miles, and 
number of remote terminal units.  The numerator of which is for an applicable operating 
company and the denominator of which is for all applicable operating companies. 
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The departments that utilize this ratio include transmission planning, NERC compliance, 
FERC tariff and compliance, transmission and distribution reliability, NERC 
transmission and tech support, and transmission servicedservice management. 
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Introduction 
 

The purpose of this cost allocation manual is to document the allocation processes of Black Hills 

Utility Holdings, Inc. (“BHUH”), from recording the original transaction through the allocation 

of costs to entities receiving services from BHUH.  Various topics to be addressed include the 

organization of BHUH, the recording of transactions, calculating and assigning allocation ratios, 

and recording allocation transactions. 

 

BHUH began formal operations in July 2008.  The company was formed in anticipation of the 

purchase of certain gas and electric utility operating companies from Aquila, Inc.  BHUH is a 

wholly owned subsidiary of Black Hills Corporation (“BHC”).  BHUH is the parent company of 

each of the five acquired Aquila operating companies.  In addition, BHUH also holds certain 

departments that support the operations of the five acquired Aquila operating companies and 

other utility operating companies (Black Hills Power, Inc., Cheyenne Light, Fuel & Power 

Company), together the “operating companies”.  These costs are allocated to the operating 

companies requesting service using formal cost allocation methodologies.  Departments that 

provide support services to the five acquired Aquila operating companies as well as other Black 

Hills Corporation subsidiaries are held at Black Hills Service Company, LLC (“BHSC”).  BHSC 

cost allocation methodologies are discussed in a separate cost allocation manual. 

 

BHUH Organization 
 

BHUH is organized into departments based upon the services that those departments provide to 

the operating companies.  A list of each department, as well as a brief description of the services 

they provide, is attached hereto as Appendix 1. 

 

Direct Costs versus Indirect Costs 
 

A key issue in distributing BHUH costs is distinguishing between direct costs and indirect costs.  

The account coding will change depending on whether the cost is a direct or indirect cost.  Below 

is a summary of each of these types of costs and examples of these costs. 

 

Direct costs are those costs that are specifically associated with an identified operating company 

or group of identified operating companies.  This means that it is known exactly to which 

operating company or group of operating companies these costs relate.  Here are some examples: 

 

 Advertising is prepared for a new energy efficiency campaign in the state of Nebraska.  

The advertising costs incurred are specifically associated with an identified operating 

company.  Therefore, this would be a direct cost. 

 The Vice President of Utilities attends a meeting on the proposed budget for the state of 

Iowa.  The labor costs incurred in attending this meeting are specifically associated with 

an identified operating company.  Therefore, this would be a direct cost. 

 A trainer from Gas Engineering travels to various Black Hills Kansas Gas field offices to 

conduct training.  These travel costs are specifically associated with an identified 

operating company.  Therefore, this would be a direct cost. 
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Indirect costs are those costs that are not associated with an identified operating company.  This 

means that the costs indirectly support all companies or directly support the operation of BHUH.  

In other words, costs that would be directly charged to BHUH using the definition and examples 

above would be classified as indirect costs.  Here are some examples: 

 

 Advertising is prepared for all customers to inform them of changes to electronic 

payment processes.  These advertising costs incurred apply to all operating companies.  

Therefore, this would be an indirect cost. 

 The Vice President of Utilities attends a meeting to present the consolidated budget for 

all gas utilities to the Board of Directors.  The labor costs incurred in attending this 

meeting are not specifically associated with an identified operating company.  Therefore, 

this would be an indirect cost. 

 A trainer from Gas Engineering travels to Rapid City to present a training program to 

operating company executives.  These travel costs are specifically associated with 

BHUH.  Therefore, this would be an indirect cost. 

 

It is important when determining if a cost is a direct cost or an indirect cost to consider two 

things:  (1) Can the costs coded to a specific operating company or group of operating companies 

be substantiated, and (2) Can it be substantiated that a utility-based subsidiary is not subsidizing 

the operations of a non-utility based subsidiary with the time and expenses that have been 

charged to them.  As can be seen from above, a certain level of judgment will be involved when 

deciding whether a particular cost should be directly charged or indirectly allocated. 

 

There are certain costs that will always be considered direct or indirect costs, no matter the 

circumstances.  Below is a list of significant BHUH expenses that follow these rules: 

 

Always considered direct costs: 

 Capitalized costs for non-BHUH projects (including capitalized labor) 

 Retiree healthcare costs 

 

Always considered indirect costs: 

 PTO (Paid Time Off) and Holiday labor (they are included as a component of overhead) 

 Bonuses and other similar methods of compensation that are included as a component of 

overhead 

 Payroll taxes and 401(k) match expenses (they are included as components of overhead) 

 Short or long-term disability expenses 

 General office rent 

 Depreciation 

 Intercompany interest expense and income related to the BHUH balance payable or 

receivable from the Utility Money Pool 

 

 

Transaction Coding 
 

BHC utilizes the PeopleSoft software system.  PeopleSoft provides a variety of fields to create 

account coding logic, or code block.  The account coding string consists of seven fields.  It is 
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important to understand the intended purpose of each field within the account coding string.  In 

addition, the system also handles the distribution of both direct and indirect costs to the operating 

companies. 

 

All transactions will use the account coding string listed below.  The coding is comprised of 

seven separate fields, each representing an important characteristic of the underlying transaction.   

 

 

 

_______  --    _________  --  ___________  --  _________ 

GL BU            OP UNIT     DEPARTMENT     ACCOUNT  

 

                     ________  --  _________  --  ___________ 

  RESOURCE      PRODUCT     WORK ORDER  

   

General Ledger Business Unit (“GLBU”): 

 Five (5) character numeric field. 

 The GLBU field is used to identify the company that will be receiving the charges, either 

as a direct cost or an indirect cost. 

 The field is required to be populated on all accounting transactions 

 The will default based on the operating unit (Op Unit), as described below.   

 

 

 

_______  --    _________  --  ___________  --  _________ 

  GL BU        OP UNIT     DEPARTMENT   ACCOUNT 

  

  ________  --  ___________  --  _____________ 

    RESOURCE    PRODUCT          WORK ORDER 

 

Operating Unit (“Op Unit”):   

 Six (6) character numeric field.  

 The Op Unit field is used to identify the account code block as either a direct cost or an 

indirect cost. 

 If the cost is a direct cost, the Op Unit field will be populated using the general Utility 

Holding Op Unit 201900.  Indirect costs also include costs directly related to the Utility 

Holding Company.  

 The field will be populated using one of the BHUHOp Units for indirect costs. 

 

 

 

_______  --    _________  --  ___________  --  _________ 

GL BU         OP UNIT        DEPARTMENT  ACCOUNT 

 

________  --  ___________  --  ___________ 

   RESOURCE       PRODUCT       WORK ORDER 
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Department:   

 Four (4) character numeric field 

 The department field is used to identify where the cost(s) originated 

 The department is required on all income statement and capital transactions 

  Every Dept is assigned to a GLBU 

 

 

 

 

_______  --    _________  --  ___________  --  _________ 

        GL BU          OP UNIT    DEPARTMENT   ACCOUNT 

 

_________  --  ___________  --  ____________ 

               RESOURCE       PRODUCT       WORK ORDER 

 

Account:   

 Six (6) character numeric field 

 The account field is required on all accounting transactions 

 All companies will use the same Chart of Accounts though some values will be specific to 

certain companies. 

 

 

 

_______  --    _________  --  ___________  --  _________ 

      GL BU        OP UNIT       DEPARTMENT    ACCOUNT 

 

_________  --  ___________  --  ______________ 

              RESOURCE       PRODUCT       WORK ORDER 

 

Resource:   

 Four (4) character numeric field 

 Represents the type of cost that fall under a specific account 

 The resource field is required for all income statement and capital accounting transactions 

 

 

 

_______  --    _________  --  ___________  --  _________ 

      GL BU        OP UNIT           DEPARTMENT      ACCOUNT 

 

_________  --  ___________  --  ______________   

               RESOURCE       PRODUCT       WORK ORDER 

 

Product:   

 Three (3) character numeric field 

 Identifies the product line 

 Examples of the product line include electric, gas, and non-regulated 
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_______  --    _________  --  ___________  --  _________ 

        GL BU        OP UNIT      DEPARTMENT    ACCOUNT 

 

_________  --  ___________  --  ___________ 

             RESOURCE       PRODUCT       WORK ORDER 

 

Work Order:   

 Eight (8) character numeric field 

 Represents the collection of costs to allow the monitoring of a job or group of tasks 

 The project field is required on all construction work in progress transactions 

 Generally used for capital projects, additionally used to track specific costs in Operations 

and Maintenance 

 
Timekeeping 

 

All BHUH employees are required to complete a timesheet for each two week pay period, 

whether they are an employee paid hourly or an employee paid a salary.  Employee timesheets 

are required to be approved by their supervisor. 

 

Employees must complete the coding string, as previously discussed, for each time record.  The 

timesheet will default the employee’s department and resource.  However, the employee is 

responsible for providing the remainder of the code block. Employees are encouraged to enter 

their time in one half hour increments, although they may use smaller increments if they so 

choose.   

 

Loadings 

 

Certain benefits that are provided to employees become an inherent cost of labor.  To account for 

these benefits and allow for them to be charged to the appropriate subsidiary, they become part 

of a loading rate that is added on to each payroll dollar (see below).  A distinct resource is used 

to track each specific loading.   

 

The loading rates are calculated at the beginning of the year based upon budgeted benefit 

expenses and budgeted labor and are reviewed and updated quarterly.  These rates are loaded 

into the accounting system and used for payroll processing throughout the year.  Below is a list 

of components of the loading rates: 

 

General loadings: 

 Compensated Absences:  including PTO (Paid Time Off), Holiday, Jury duty, Funeral 

pay, United Way day and Annual Physical appointment.  

 Payroll Taxes:  including FICA, FUTA SUTA and city taxes. 

 Employee Benefits:  including health and medical, 401K match and fees, Pension, 

Retiree healthcare and associated fees and Pension audit fees. 

 Incentives: including Non-officer bonus plans, Restricted Stock and Stock Option 

expense. 
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At the end of each month, loadings calculated on payroll using the loading rates must be trued-up 

against actual employee benefit costs.  The purpose for this true-up is due to the fact the BHUH 

income statement must net to zero, meaning there can be no net income or net loss remaining at 

BHUH.  Loadings calculated on payroll are based on an estimated rate and budgeted benefits, so 

differences between the actual benefits will be inherent to this process.  The main reasons for the 

difference are employee benefit costs differ from the budget, payroll differs from budget, or 

timing.  After the difference is calculated and reviewed for reasonableness, it is recorded to a 

separate department and indirectly allocated to the operating companies. 

 

Allocation Ratios 
 

As previously stated, BHUH costs are either directly charged to an operating company, or 

indirectly allocated when the cost is not associated with a specific operating company.  Indirect 

costs are allocated out using one of several pre-defined allocation ratios.  Each department has 

been assigned one of these allocation ratios.  All indirect costs of that department are then 

allocated using that ratio.  When determining which allocation ratio should be assigned to each 

department, a ratio was selected based on the specific cost driver of that department.  For 

instance, the expenses incurred by the Customer Service - Rapid City department are primarily 

related to the support of all utility customers.  In this example, the cost driver for the Customer 

Service - Rapid City department indirect costs is the number of customers.  Therefore, the 

indirect costs will be allocated based upon the Customer Count Ratio.  

 

When determining how the assigned ratio should be applied, consideration is given to the 

operating companies or segments that are supported by the department.  For instance, the 

Appliance Technical Training department was determined to have a cost driver of number of 

Service Guard customers.  Therefore, the indirect costs will be allocated based on the Customer 

Count Ratio using Service Guard customers whereas the Customer Service – Rapid City 

department used in the previous example would be allocated based on the Customer Count Ratio 

using Regulated Utility customers. 

 

For certain departments, a specific cost driver may not be clearly identifiable or the driver may 

not be cost efficient to compute on a continuing basis.  In these instances, a three-pronged 

general allocation ratio is used.  This ratio equally weights three different general ratios: Gross 

Margin, Asset Cost, and Payroll Dollars.  These ratios were chosen to be included in the Blended 

Allocator Ratio because they best allocate costs based on the diverse nature of BHUH 

operations. 

 

A list of all allocation ratios, including a brief description of the ratio, the basis for the 

calculation of the ratio, and the department to which that ratio has been assigned, is attached 

hereto as Appendix 2.   

 

Changing Allocation Ratios 
 

Allocation ratios are set at the first of the year, based upon financial information from the prior 

year ending December 31
st
.  The ratios for Asset Cost and Customer Count are based on values 
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as of the previous period ending December 31
st
.  The ratios for Gross Margin, Payroll Dollars, 

and Net Energy Sales are based on values for the 12 months ended December 31
st
.   

 

Certain events may occur during the year that are deemed to be significant to BHUH that will 

require corresponding adjustments made to the allocation ratios.  Examples of these types of 

events include acquisitions, divestitures, new generation, significant staffing changes or new, 

significant revenue streams. 

 

When these events occur, indirect allocation ratios will be adjusted.  When adjusting allocation 

ratios, it is the policy of BHUH to not recalculate all allocation ratios.  Rather, allocation ratios 

will be adjusted with pro forma changes.  For example, if an acquisition occurs during the middle 

of the year, pro forma values will be loaded.  Asset values at the time of the acquisition would be 

used, as well as pro forma gross margin and payroll dollars for a 12 month period.  It should be 

noted that estimations may be required, especially when significant additions or changes are 

expected as a result of the acquisition.   

 

It should also be noted that asset values, gross margin, and payroll dollars for the other 

companies will not be changed.  However, the ratios will change because the base against which 

the ratios are calculated will change.  Operating companies would normally see decreased ratio 

values with acquisitions, and increased ratio values with divestitures.  Changes will be effective 

as of the beginning of the month, and will apply to all transactions for the month. 

 

Any changes to indirect allocation ratios are initiated by one member of the allocations staff and 

reviewed by another member of the allocations staff.  All changes are documented in memo 

format, with the supporting documentation maintained.  Allocation ratios loaded into the system 

are reviewed by someone other than who input the ratios into the system.  Accounting calculates 

the allocation ratios and provides ratios and calculations to Financial Managers and Regulatory 

Departments for review. 

 

Subsidiary Payment for Direct and Indirect Charges 

 
It is the policy of BHUH to insure payments are made by the subsidiary companies for direct and 

indirect charges. All payments for direct and indirect charges must be remitted to BHUH by the 

end of the following month. Payment requests will be provided directly to the accounts payable 

departments of the subsidiary companies. BHUH will monitor payments received during the 

month to insure that all subsidiary companies make payment in a timely manner. 

 

Allocating Fixed Assets 
 

BHUH maintains certain fixed assets that are used by and benefit all operating companies.  

These fixed assets primarily consist of computer hardware and software and shared office 

facilities.  Because these fixed assets support all operating companies, they are allocated monthly 

as part of the month-end close process, along with the allocation of these assets’ accumulated 

depreciation.  Construction or Work in Process balances are not allocated. 
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Allocated assets and accumulated depreciation are maintained in separate general ledger 

accounts at the subsidiary level so they are not intermingled with regular subsidiary fixed assets, 

and for ease of reconciliation. 

 

The allocation ratio used to allocate assets and accumulated depreciation will vary depending on 

the type of asset being allocated, and will be based on the function the asset is serving.  For 

instance, customer service software is allocated based on the Customer Count Ratio, while 

general office space is allocated using the Blended Allocator Ratio. 

 

Allocating Capitalized Inventory 

 
The gas metershop is a BHUH department serving the gas utility operating companies.  As gas 

meters are purchased, they are recorded as capitalized inventory (charged to plant-in-service) by 

BHUH, the meters are issued out of inventory to the specific operating company.  All gas meter 

investment and accumulated depreciation reserve is held at BHUH, at month-end, a manual 

journal entry is prepared to allocate the plant balance of BHUH.  The Customer Count Ratio is 

used for this allocation. 
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Appendix 1- Corrected 
 

   

 

BHUH Departments 
 

   

Report as of: 12/21/2012 12:14:24 PM CT 
 

   

The following departments are included in BHUH as of 

01/01/2013 and are subject to changes as required to support 

evolving business requirements. 

 

   

 

UHC-GSS ADMINISTRATION (2301) 
 

 

Description: Provides for the development and execution of the gas 

supply portfolio plans for all gas distribution operating companies 

and regulated power plants fueled by natural gas.  This plan 

includes purchasing strategies for the commodity and optimization 

and procurement of pipeline capacity and services. (Customer 
Count Ratio) 

 

 

 

 

UHC-ASSETS-LINCOLN CCTR/CAD (4247) 
 

 

Description: The assets invested for the Computer Aided Dispatch 

system for Black Hills Energy.  This includes capitalized and 

centrally located hardware and software costs to service multiple 

utilities.  Depreciation expense and maintenance expense on this 

group of assets is also charged from here.  (Customer Count 
Ratio) 

 

 

 

 

UHC-ASSETS-FAME (4251) 
 

 

Description: The assets invested for the Facilitated Asset Mapping 

Enterprise system for Black Hills Energy.  This includes 

capitalized and centrally located hardware and software costs to 

serve multiple utilities.  Depreciation expense on this group of 

assets is also charged from here.  (Customer Count Ratio) 
 

 

 

 

 

UHC-ASSETS-WORK MGMT (4257) 
 

 

Description: The assets invested for the Work Management system 

for Black Hills Energy. This includes capitalized and centrally 

located hardware and software costs to serve multiple utilities. 

Depreciation expense on this group of assets is also charged from 

here.  (Customer Count Ratio) 
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UHC-ASSETS-REG GENERATION (4258) 

Description: The assets for electric utilities specifically. This 

includes capitalized and centrally located hardware and software 

costs to serve multiple electric utilities.   Depreciation expense on 

this group of assets is also charged from here.  (Customers-
Regulated) 

 

 

UHC-BENEFITS LOADINGS (4470) 
 

 

Description: Utilized for charging out benefits, including medical 

costs, to the operating departments.  Provided that all labor is 

loaded with overhead loadings, only the residual charges are to the 

operating companies. (Blended) 
 

 

 

UHC-RETIREE (4473) 
 

UHC-ACCOUNTING ACCRUAL ENTRIES (4474) 

Description: Provides for the collection of retiree health benefits for 

the former employees of BHUH.  (Blended) 

 

 

Description: Created to facilitate the accrual of certain charges not 

related to specific departments. (Blended) 

 

 

 

UHC-ASSETS-BLENDED-ALL (4478) 
 

 

Description: The assets invested and centrally located for gas and 

electric operating companies where the Blended Ratio is 

determined to be the best form of allocation.  Depreciation expense 

on this group of assets is also charged from here.  (Blended) 
 

 

 

 

UHC-ASSETS-BLENDED-ELECTRIC (4479) 
 

 

Description: The assets invested and centrally located for electric 

operating companies where the Blended Ratio is determined to be 

the best form of allocation.  Depreciation expense on this group of 

assets is also charged from here.   (Blended) 
 

 

 

 

UHC-ASSETS-BLENDED-GAS (4480) 
 

 

Description: The assets invested and centrally located for gas 

operating companies where the Blended Ratio is determined to be 

the best form of allocation. Depreciation expense on this group of 

assets is also charged from here.  (Blended) 
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UHC-ASSETS-BLENDED-CUSTOMERS (4481) 
 

 

Description: The assets invested and centrally located for gas and 

electric companies where the Customer Ratio is determined to be 

the best form of allocation.  Depreciation expense on this group of 

assets is also charged from here.  (Customer Count Ratio) 
 

 

 

 

UHC-DESIGN ENGINEERING GAS (5105) 

Description: Provides engineering support of gas transmission and 

distribution facilities including planning, monitoring, and analyses. 

(Customers-Regulated) 

 

UHC-STANDARDS AND COMPLIANCE GAS (5106) 
 

 

Description: Responsible for implementing and reporting DOT 

regulatory requirements, maintaining standards, and supporting 

GIS Smallworld mapping. (Customers-Regulated) 

 

 

 

 

UHC-TRANSMISSION PLANNING (5107) 
 

 

Description: Performs near and long-term (1-20 year) transmission 

planning to determine cost-effective transmission additions needed 

to reliably serve projected customer load.  Performs studies in 

support of large customer requests and the FERC Tariff; and 

supports operational studies for planned outages.  Provides support 

in meeting compliance with NERC Standards; and represents the 

corporation in regional and sub-regional planning groups. 

(Transmission) 
 

 

 

 

UHC-NERC COMPLIANCE (5108) 
 

 

Description: Develops, coordinates and oversees the Electric 

Utilities Group’s compliance with mandatory North American 

Electric Reliability Corporation (NERC) Reliability Standards, 

which standards are enforceable through financial sanctions and 

are intended to ensure a reliable Bulk Electric System. 

(Transmission) 
 

 

 

 

UHC-FERC TARRIFF AND COMPLIANCE (5109) 
 

 

Description: Develops, coordinates, and oversees the Electric 

Utilities Group’s compliance with the Federal Energy Regulatory 

Commission (FERC) requirements pertaining to electric 

transmission; and administers the Company’s Open Access 

Transmission Tariff (OATT) and Open Access Same-time 
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Information System (OASIS).Administration of the Tariff, which 

outlines the “rules of the road” for transmission providers, the rates 

we charge, and the procedures and timelines in addressing 

customer requests (new load, new generators, or other requests to 

wheel power across the system).  (Transmission) 
 

 

 

 

UHC-T AND D RELIABILITY CTR (5110) 
 

 

Description: Operates the Company’s transmission and distribution 

systems on a 24/7 basis; and plans and directs switching and 

outage restoration efforts for both emergency and planned outages.  

(Transmission) 
 

 

 

UHC-NERC TRANSMISSION AND TECH SUPPORT (5111) 
 

 

Description: Develops, coordinates and oversees the technical 

support piece of the Electric Utilities Group’s compliance with 

mandatory North American Electric Reliability Corporation 

(NERC) Reliability Standards, which standards are enforceable 

through financial sanctions and are intended to ensure a reliable 

Bulk Electric System.  (Transmission) 
 

   

 

UHC-TRANSMISSION SERVICES MGMT (5112) 
 

 

Description: For all three electric utilities (BHP, CLFP and 

Colorado Electric), Transmission Services directs the 24/7 

Reliability Centers in Rapid City and Pueblo, Transmission 

Planning, NERC Compliance, FERC Compliance, and 

Transmission Tariff Administration. (Transmission) 
 

 

 

 

UHC-ELEC ENGINEERING SERV (5120) 
 

 

Description: Engineering Services supports transmission and 

distribution activities within the Electric Utilities group including 

engineering, distribution planning, T and D asset management, 

metering, substation maintenance, Vegetation Management, 

GIS/drafting and outage management systems.  Provides Director 

level support to GIS support functions as defined in Dept. 5305 for 

both the electric and gas network operations. (Blended) 
 

 

 

 

UHC-PWR SUPPLY AND RENEWABLES (5121) 
 

 

Description: Provides for the planning, development, and 

management of power supply and renewable strategies for electric 

operating companies.  (Blended) 
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UHC-ELECTRIC REGULATORY SERV (5122) 
 

 

Description: Supports and manages all electric regulatory filings, 

rate cases, and regulatory issues. (Blended) 

 

 

 

 

UHC-GAS ENGINEERING SERV (5254) 
 

 

Description: Provides engineering support of gas transmission and 

distribution facilities including planning, monitoring, and analyses. 

(Customers-Regulated) 

 

 

 

 

UHC-GIS SUPPORT (5305) 
 

 

Description: Researches, builds and implements utility software 

solutions for the benefit of electric and gas network operations.  

This department supports Smallworld GIS, STORMS work 

management, PowerOn outage management, Korterra line locates, 

and GTViewer mobile maps. (Customer Count Ratio) 
 

 

 

 

UHC-GAS METERING SERV (5490) 
 

 

Description: Manages and provides gas measurement support to 

field operations located in gas service states.  (Customers-
Regulated) 

 

 

 

 

UHC-UTILITY FINANCIAL MGMT (5668) 
 

 

Description: Assists in the compliance with regulatory and 

operating unit business strategy from a financial perspective. 

Responsible for preparation of all phases of the financial planning 

process including budgets, forecasts and strategic plans. Prepares 

various operating and financial reports for management.   

(Blended) 
 

 

 

 

UHC-UTILITY ACCOUNTING (5670) 
 

 

Description: Responsible for closing the general ledger for the 

utilities on a monthly basis and assists in the compliance of all 

accounting rules and regulations.  Prepares various operating and 

financial reports for utility financial management including margin 

and operating expenses.  Assists the utility financial management 

team with monthly analysis and the financial planning process. 

(Blended) 
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UHC-EXEC MGMT-CUST SERV (5674) 
 

 

Description: Provides general direction and supervision of 

customer service activities.  Encourages the safe, efficient and 

economical use of the utilities services.  (Customer Count Ratio) 

 

 

 

 

UHC-EXEC MGMT-UTILITIES (5682) 
 

 

Description: Provides guidance, direction and management to 

overall utility operations and support services. (Blended) 

 

 

 

 

UHC-GAS UTILITY SERV (5688) 
 

 

Description: Provides business and planning services, including 

marketing.  Searches for competitive business opportunities and 

energy solutions (Blended) 

 

 

 

 

UHC-EXTERNAL AFFAIRS (5690) 
 

 

Description: Aligns business objectives with the integrated 

communications provided to our stakeholders. Including: media 

relations, coordination of community involvement programs, 

developing and managing a consistent communications program, 

and leading economic development for load growth. 

 (Customer Count Ratio) 
 

 

 

 

UHC-Electric Meter Services (5691) 
 

 

Description: Manages and provides electric measurement support 

to field operations located in electric service states. Also manages 

AMI system for all electric entities. (Customers-Regulated) 

 

 

 

 

UHC-CUSTOMER SERV-LINCOLN (5701) 
 

 

Description: Answers and resolves customer inquiries, requests for 

services, for both regulated and non-regulated customers. 

(Customer Count Ratio) 
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UHC-CUSTOMER ACCT SERV-OMAHA (5702) 
 

 

Description: Assists customers with billing, payment and 

collection issues. (Customer Count Ratio) 

 

 

 

 

UHC-CUSTOMER SERV SUPP (5703) 
 

 

Description: Provides support to customer services areas through 

customer information system project management and process 

control for customer information system changes, revenue 

assurance analysis, quality analysis, training, and customer and 

community communication. (Customer Count Ratio) 
 

 

 

 

UHC-CUSTOMER ACCT SERV-RC (5704) 
 

 

Description: Assists customers with billing, payment and 

collection issues. (Customer Count Ratio) 

 

 

 

 

UHC-CUSTOMER SERV-RC (5705) 
 

 

Description: Answers and resolves customer inquiries and requests 

for services, for both regulated and non-regulated customers. 

(Customer Count Ratio) 

 

 

 

 

UHC-LARGE VOLUME BILLING (5706) 
 

 

Description: Manages and maintains regulated and non-regulated 

sales and billing of gas to large volume customers. (Customer 
Count Ratio) 

 

 

 

 

UHC CS CTR SUPPORT (5707) 
 

 

Description: Provides direct support to the operations of the two 

customer service centers in Lincoln and Rapid City.  Provides 

analysis on employee staffing, monitoring service metrics, 

projects, and planning. (Customer Count Ratio) 
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UHC-BILL PRINT AND LOCKBOX (5711) 
 

 

Description: Prepares prints, inserts and mails regulated and non-

regulated letters and bills for BHC utility customers.  Processes 

payments for regulated and non-regulated services mailed back to 

BHC by utility customers. (Customer Count Ratio) 
 

 

 

 

UHC-BILL PROCESSING (5712) 
 

 

Description: Outside services, supplies and postage expenses 

required for billing, correspondence, remittance, credit and 

collection services related to BHC utility customers. (Customer 
Count Ratio) 

 

 

 

 

UHC-FIELD RESOURCE CTR-LINCOLN (5715) 
 

 

Description: Plans work, and schedules and dispatches premise 

service activities to both regulated and non-regulated customers. 

(Customer Count Ratio) 

 

 

 

 

UHC-FIELD RESOURCE CTR-RC (5717) 
 

 

Description: Plans work, and schedules and dispatches premise 

service activities to both regulated and non-regulated customers. 

(Customer Count Ratio) 

 

 

 

 

UHC-SERV GUARD MARKETING (6005) 
 

 

Description: Provides and manages product development for 

consumer marketing with the primary focus on Service Guard 

(appliance options) a non-regulated business for utility/regulated 

customers. (Customers-Service Guard) 
 

 

 

 

UHC UTILITY SERVICES EXEC (6183) 
 

 

Description: Provides guidance to utility activities with emphasis 

on reliability, customer service and economic energy. (Blended) 

 

 

 

 

UHC-FACILITY MAINTENANCE (6313) 
 

 

Description: Supports UHC facilities maintenance (Blended) 
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Description: Designs and implements safety programs and 

incentives, incident investigation, hazard identification and 

problem solving, and appliance repair technical skill training, 

program development and administration of technical-related 

training for our front-line utility employees supporting Service 

Guard.  (Customers-Service Guard) 
 

UHC-TECHNICAL TRN-APPLIANCE (6331) 

 

 
 

 

UHC-GAS REGULATORY SERV (6372) 

Description: Supports and manages all gas regulatory filings, rate 

cases, and regulatory issues.  (Blended) 
 

 

 

UHC-ENERGY SERVICES (6373) 
 

 

Description: Supports the energy efficiency programs across the 

utilities supported by BHUC (Customer Count Ratio) 

 

 

  

CATCH-ALL 

Description: Departments at Black Hills Corporation that are not specifically 

listed in the CAM or included in the master allocation design that charge 

BHUH will be allocated using the Blended Allocator Ratio.  For example if 

BHSC IT department provides maintenance on the SCADA system supporting 

the regulated electric companies they would charge BHUH operating unit 

201900 and these costs would be allocated using the Blended Ratio across the 

regulated electric companies. 
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Appendix 2 

 

Allocation Ratios 
 

Any asset ratios and employee and customer count ratios are calculated as of period-end dates, 

while revenue and expense ratios are calculated for twelve months ended as of period-end dates.   

 

 

Asset Cost Ratio – Based on the total cost of assets as of December 31 for the prior year, 

the numerator of which is for an applicable operating company and the denominator of 

which is all applicable operating companies.  Assets are also reported at their FERC 

value, meaning that assets for the utility subsidiaries will not include any elimination that 

are done to bring their FERC financial statements into compliance with GAAP.  FERC 

requires that acquired fixed assets be recorded at their gross value with accumulated 

depreciation, while GAAP requires acquired fixed assets be recorded at their net value.  

An elimination journal entry is used to eliminate the gross-up for preparation of GAAP 

financial statements, but this elimination journal entry is not factored into the calculation 

of the Asset Cost Ratio.  

 

No departments utilize this ratio, but it is a component in the Blended Ratio. 

 

Gross Margin Ratio – Based on the total gross margin for the prior year ending 

December 31, the numerator of which is for an applicable operating company and the 

denominator of which is for all applicable operating companies.  Gross margin is defined 

as revenue less cost of sales.   

 

No departments utilize this ratio, but it is a component in the Blended Ratio. 

 

Payroll Dollar Ratio –Based on the total payroll dollars for the prior year ending 

December 31, the numerator of which is for an applicable operating company and the 

denominator of which is for all applicable operating companies.  Payroll dollars include 

all bonuses and compensation paid to employees, but do not include items that are only 

included on an employee’s W-2 for gross-up and income tax purposes, such as life 

insurance premiums of $50,000. 

 

No departments utilize this ratio, but it is a component in the Blended Ratio.  

 

Blended Ratio – A composite ratio comprised of an average of the Asset Cost Ratio, 

Payroll Dollar Ratio and the Gross Margin Ratio.  These factors are equally weighted.  

This factor is sometimes referred to as the general allocation factor. 

 

Departments that utilize this ratio include BHUH benefits loading, retiree, BHUH 

accounting accruals, all blended assets, electric blended assets, gas blended assets, 

electric engineering services, electric regulatory services, utility margin accounting, 

utility financial management, utility accounting, utility operations management, utility 

market services, power supply and renewables, and gas regulatory services.  
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Any department at Black Hills Corp that appropriately charges a BHUH operating unit 

but is not part of the predefined allocation design will also utilize the Blended Allocator 

Ratio. For example if a BHSC IT department provides maintenance on the SCADA 

system supporting the regulated electric companies they would charge BHUH operating 

unit 201900 and these costs would be allocated using the Blended Ratio across the 

regulated electric companies. 

 

Customer Count Ratio – Based on the number of customers at the end of the prior year 

ending December 31, the numerator of which is for an applicable operating company and 

the denominator of which is for all applicable operating companies. 

 

There are currently several variations of the Customer Count ratio that are specific to the 

type of customers that are appropriate to the department for which charges are being 

allocated.  For example a department that supports gas engineering would be allocated 

based on gas customers only whereas a general customer service department would be 

allocated based on total customers.  

 

As of December 31, 2012 BHUH is utilizing the following customer counts to calculate 

customer count ratios additional variations may be added if additional product lines are 

added or in the event that additional segmentation of customers are deemed appropriate 

to most effectively allocate costs from a specific department 

 

 Regulated Electric Customers  

 Regulated Gas Customers 

 Non-Regulated Customers 

 Total Customers 

 

Departments that utilize this ratio include gas supply services administration, computer 

aided dispatch, FAME assets, general assets, work management assets, regulated 

generation assets, customer blended assets, electric AMI blended assets, gas engineering 

services, GIS support, general meter shop, customer service management, Lincoln 

customer service center, Omaha customer account services, Rapid City customer service 

support, Rapid City customer account services, Rapid City customer service center, large 

volume billing, customer service center support, bill processing, Lincoln field resource 

center, Rapid City field resource center, service guard marketing, lockbox & bill-print, 

and appliance technical training. 

 

 

Transmission Ratio – Based on a simple average of a multiple of cross-sectional drivers 

for the transmission function that includes customer counts, peak load, number of 

substations, number of feeders, number of distribution and transmission miles, and 

number of remote terminal units.  The numerator of which is for an applicable operating 

company and the denominator of which is for all applicable operating companies. 
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The departments that utilize this ratio include transmission planning, NERC compliance, 

FERC tariff and compliance, transmission and distribution reliability, NERC 

transmission and tech support, and transmission service management. 
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Introduction 
 
The purpose of this cost allocation manual is to document the allocation processes of 
Black Hills Service Company, from recording the original transaction through the 
allocation of costs to Black Hills Corporation subsidiaries.  Various topics to be 
addressed include the organization of the Service Company, the recording of 
transactions, calculating and assigning allocation factors, and recording allocation 
transactions. 
 
Black Hills Service Company (the Service Company) was formed on December 30, 
2004, and was fully implemented and operational as of January 1, 2006.  The Service 
Company was formed as required by the Public Utility Holding Company Act of 1935, 
which was administered by the Securities and Exchange Commission (SEC).  Service 
companies were required of all registered holding companies under this law.  Service 
companies coordinate corporate support functions and distribute costs to registered 
holding company subsidiaries using pre-defined allocation methodologies that had to be 
approved by the SEC.   
 
Black Hills Corporation became a registered holding company at the end of 2004, and 
through a transition period and various amendments to the registered holding company 
filings, established the date of January 1, 2006 to fully implement the Service Company.  
In August of 2005, this law was repealed and replaced by the Public Utility Holding 
Company Act of 2005, which is administered by the Federal Energy Regulatory 
Commission (FERC).  This new law was effective in February of 2006.  Although certain 
administrative and reporting requirements changed as a result of the repeal, Black Hills 
Corporation did not change its implementation plan. 
 
The Service Company is a wholly owned subsidiary of Black Hills Corporation (the 
Holding Company), and is a separate legal entity.  The majority of operations and all 
employees were transferred out of the Holding Company on the effective date of 
implementation.  The only transactions that remain at the Holding Company are 
transactions pertaining to long-term debt and related deferred finance costs, corporate 
credit facility and related deferred finance costs, and the administration of money pool 
transactions for both the utility money pool and the non-utility money pool.  In addition, 
as will be discussed in greater detail later, certain corporate costs are allocated directly 
to the Holding Company.  The most notable of these types of costs are corporate 
development project costs. 
 

Service Company Organization 
 
The Service Company is organized into operating departments based upon the services 
that those departments provide to Black Hills Corporation subsidiaries.  A list of each 
department, as well as a brief description of the services they provide, is attached as 
Appendix 1. 
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Direct Costs versus Indirect Costs 
 
A key issue in distributing Service Company costs is distinguishing between direct costs 
and indirect costs.  The account coding will change depending on whether the cost is a 
direct or indirect cost.  Below is a summary of each of these types of costs and 
examples of these costs. 
 
Direct costs are those costs that are specifically associated with an identified 
subsidiary or group of identified subsidiaries.  This means that it is known exactly to 
which subsidiary or group of subsidiaries these costs relate.  Here are some examples: 
 

• A Payroll Processor is processing the payroll for Enserco.Black Hills Power.  The 
labor costs incurred in processing payroll are specifically associated with an 
identified subsidiary.  Therefore, this would be a direct cost. 

• An Internal Auditor travels to Denver to complete audits for EnsercoColorado 
Independent Power Production and Black Hills Exploration and Production. The 
time associated with completing the audits would be charged to each company 
based on the time worked for each specific company project.  The travel 
expenses could either be coded to each company based on time worked or 
coded using a combination of spreading those charges equally and charging 
costs specifically to one of the companies each day worked.  For example, one 
meal to EnsercoCO IPP, the next meal to BHEP, etc.    

• The Human Resources department incurs costs to bring an employment 
candidate on-site to Gillette for an interview with Wyodak.  These travel costs 
incurred in bringing the employee in for the interview are specifically associated 
with an identified subsidiary.  Therefore, this would be a direct cost. 

• A Help Desk technician orders a replacement computer monitor for an employee 
at Black Hills Power.  This hardware cost incurred is specifically associated with 
an identified subsidiary.  Therefore, this would be a direct cost. 

 
Indirect costs are those costs that are not associated with an identified subsidiary.  
This means that the costs indirectly support all companies or directly support the 
operation of the Service Company.  In other words, costs that would be directly charged 
to the Service Company using the definition and examples above would be classified as 
indirect costs.  Here are some examples: 
 

• A Payroll Processor attends training on year-end payroll updates.  The labor 
costs incurred in attending this training are not specifically associated with an 
identified subsidiary.  Therefore, this would be an indirect cost. 

• The Internal Audit department is completing a BHC consolidated financial 
statement audit.  Since all entities indirectly affect the financial statements of 
BHC consolidated, this charge would be considered an indirect cost. 

• An Environmental representative wishes to take Paid-Time-Off (PTO).  This 
charge can not be directly attributable to any specifically identified company; 
therefore, this charge would be considered an indirect cost. 

 4 



• A Help Desk technician orders a replacement computer monitor for an employee 
of the Service Company.  This hardware cost incurred is specifically associated 
with the Service Company.  Therefore, this would be an indirect cost. 

 
It is important to consider two things when determining if a cost is a direct cost or an 
indirect cost:  (1) Can the costs that are coded to a specific company or group of 
companies be substantiated; and (2) Can it be substantiated that a utility-based entity is 
not subsidizing the operations of non-utility based company with the time and expenses 
that have been charged to them.  As can be seen from above, a certain level of 
judgment will be involved when deciding whether a particular cost should be directly 
charged or indirectly allocated. 
 
There are certain costs that will always be considered direct or indirect costs, no matter 
the circumstances.  Below is a list of significant Service Company expenses that follow 
these rules: 
 
Always considered direct costs: 

• Capitalized costs for non-BHSC projects (including capitalized labor) 
• Corporate development project costs 
• Retiree healthcare costs 

 
Always considered indirect costs: 

• PTO and Holiday labor (they are included as a component of overhead) 
• Corporate-wide bonuses and other similar methods of compensation that are 

included as a component of overhead 
• Payroll taxes and 401(k) match expenses (they are included as components of 

overhead) 
• Short or long-term disability expenses 
• Board of Directors’ fees and expenses 
• General Office rent 
• Depreciation 
• Directors’ and officers’ insurance 
• Investor relations expenses 
• Shareholder expenses 
• Intercompany interest expense and income 

 
Transaction Coding 

 
The Service Company uses an accounting software system to accumulate and 
distribute both direct costs and indirect costs. It is important to have costs properly 
classified as direct or indirect.  Direct costs will be directly charged to the subsidiaries, 
while indirect costs will be allocated to the subsidiaries using pre-defined allocation 
factors.  Below is a description of the coding.   
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    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   

 
 
 
General Ledger Business Unit (GLBU): 

• Five (5) character numeric field. 
• The GLBU is used to identify the company that will be receiving the charges. 
• The GLBU is required on all accounting transactions. 
• The GLBU is auto-populated by default when the OpUnit is entered. 

 

    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   

 
 
 
Operating Unit (OpUnit): 

• Six (6) character numeric field. 
• The OpUnit field is used to identify the account code block as either a direct cost 

or an indirect cost. 
• If the cost is a direct cost, the OpUnit field will be populated using the OpUnit 

code for the company being directly charged.   
• If the cost is an indirect cost, the OpUnit field will be populated using the general 

Service Company OpUnit 701600.  Indirect costs also include costs directly 
related to the Service Company. 

 

    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   
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Department (Dept): 
• Four (4) character numeric field. 
• The Dept field is used to identify where the cost(s) originated. 
• The Dept field is required on all income statement and capital transactions. 
• Every Dept is assigned to a GLBU. 

 

    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   

 
 

 
Account (Acct) 

• Six (6) character numeric field. 
• The Account field is required on all accounting transactions. 
• All companies will use the same Chart of Accounts though some values will be 

specific to certain companies. 
 
 

    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   

 
 

 
Resource (PS Resc): 

• Four (4) character numeric field. 
• A Resource is used to indentify types of costs. 
• The Resource field is required on all income statement and capital accounting 

transactions. 
 

  --  --  --  --  --   
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 GLBU  OpUnit  Dept  Acct  Resource  Product  

 
Product (Prod): 

• Three (3) character numeric field. 
• A Product code is used to identify business lines. 

 
Timekeeping 

 
All Service Company employees are required to complete a timesheet for each two 
week pay period.  Timesheets of all employees must be approved by a supervisor.  
 
Employees must complete the code block, as previously discussed, for each time 
record.  The timesheet will default the employees’ payroll department and resource.  
However, the employee is responsible for providing the remainder of the code block.  
Employees are encouraged to enter their time in one half hour increments, although 
they may use smaller increments if they so choose.   
 

Loadings 
 
Certain benefits that are provided to employees become an inherent cost of labor.  To 
account for these benefits and allow for them to be charged to the appropriate 
subsidiary, they become part of a loading rate that is added on to each payroll dollar.   
 
The loading rates are calculated at the beginning of the year based upon budgeted 
benefit expenses and budgeted labor and are reviewed monthly and updated as 
needed.  These rates are loaded into the accounting system.  Below is a list of 
components of the loading rates: 
 
General loadings: 

• Compensated Absences:  including PTO, Holiday, Jury duty, Funeral pay, United 
Way day and Annual Physical appointment.  

• Payroll Taxes:  including FICA, FUTA SUTA and city taxes 
• Employee Benefits:  including health and medical, 401K match and fees, 

Pension, Retiree healthcare and associated fees and Pension audit fees 
• Incentives:  including Non-officer bonus plans, Restricted Stock and Stock Option 

expense 
 
Supplemental loadings: 

• Officer bonus plans 
• Long-term disability 
• Officer pension benefits 
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At the end of each month, loadings calculated on payroll using the loading rates must 
be true-ed up against actual employee benefit costs.  The purpose for this true-up is 
due to the fact that the Service Company’s income statement must net to zero, meaning 
there can be no net income or net loss remaining at the Service Company.  Loadings 
calculated on payroll are based on an estimated rate and budgeted benefits, so 
differences between actual benefits will be inherent to this process.  The main reasons 
for the difference is the employee benefit costs differ from the budget payroll differs from 
budget or timing.  After the difference is calculated and reviewed for reasonableness, it 
is recorded to a separate department, and indirectly allocated to Black Hills Corporation 
subsidiaries. 

Allocation Factors 
 
As previously stated, Service Company costs are either directly charged to a subsidiary, 
or indirectly allocated when the cost is not associated with a specific subsidiary.  Indirect 
costs are allocated using one of several pre-defined allocation factors.  Each 
department has been assigned one of these allocation factors.  All indirect costs of that 
department are then allocated using that factor.  When determining which allocation 
factor should be assigned to each cost center, a factor was selected based on the 
specific cost driver of that department.  For instance, the expenses incurred by a 
Human Resources department are primarily related to their support of all company 
employees.  In this example, the cost driver for the Human Resources department 
indirect costs is employees.  Therefore, their indirect costs will be allocated based upon 
the Employee Ratio. 
 
For certain cost centers, a specific cost driver may not be clearly identifiable or the 
driver may not be cost efficient to compute on a continuing basis.  In these instances, a 
three-pronged general allocation factor is used, which is referred to as the Blended 
Ratio.  This ratio equally weights three different general ratios: Gross Margin, Asset 
Cost (limited to PP&E), and Payroll Dollars.  These factors were chosen to be included 
in the Blended Ratio because they best allocate costs based on the diverse nature of 
BHC operations. 
 
In addition, some departments utilize a Holding Company Blended Ratio.  The 
difference between the Blended Ratio and the Holding Company Blended Ratio is that 
the Holding Company Blended Ratio allocates a percentage of costs to BHC Holding 
Company.  For example, the Corporate Governance department will allocate indirect 
costs using the Holding Company Blended Ratio because certain costs incurred, such 
as New York Stock Exchange fees and Board of Directors costs, relate to both the 
Holding Company and the subsidiary companies.   
 
One additional item to note is that health care costs are allocated differently due to the 
self-insurance pool.  Black Hills Corporation has chosen to pool all health care costs 
and spread the risk amongst all subsidiaries equally.  All medical costs of BHC are paid 
by the Service Company and allocated to subsidiaries based on employee counts. 
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Appendix 2 includes a list of all allocation factors, including a brief description of the 
factor, the basis for the calculation of the factor, and the departments to which that 
factor has been assigned.  Any asset factors and employee count factors are calculated 
as of period-end dates, while revenue and expense factors are calculated for twelve 
months ended as of period-end dates. 
 

Changing Allocation Factors 
 
Allocation factors are set at the first of the year, based upon financial information from 
the prior year ending December 31st.  Assets, utility assets, employee counts, and 
power generation capacity are based on values as of the previous period ending 
December 31st.  Gross margin, utility gross margin, payroll dollars, and utility payroll 
dollars are based on values for the 12 months ended December 31st.   
 
Certain events may occur during the year that are deemed to be significant to Black 
Hills Corporation that will require corresponding adjustments made to the allocation 
factors.  Examples of these types of events include acquisitions, divestitures, new 
generation, significant staffing changes or new, significant revenue streams. 
 
When these events occur, indirect allocation factors will be adjusted.  When adjusting 
allocation factors, it is the policy of the Service Company to not recalculate all allocation 
factors.  Rather, allocation factors will be adjusted with pro forma adjustments.  For 
example, if an acquisition occurs during the middle of the year, pro forma values will be 
loaded.  Asset values at the time of the acquisition would be used, as well as pro forma 
gross margin and payroll dollars for a 12 month period.  It should be noted that 
estimations may be required, especially when significant additions or changes are 
expected as a result of the acquisition.   
 
It should also be noted that asset values, gross margin, and payroll dollars for the other 
companies will not be changed.  However, the ratios will change because the base 
against which the ratios are calculated will change.  Subsidiary companies would see 
decreased ratio values with acquisitions, and increased ratio values with divestitures.  
Changes will be effective as of the beginning of the month, and will apply to all 
transactions for the month.   
 
Any changes to indirect allocation factors are initiated by one member of the allocations 
staff and reviewed by the Financial Manager of the Service Company.  Allocation 
factors loaded into the system are reviewed by someone other than who input the 
factors into the system. 

 
Subsidiary Payment for Direct and Indirect Charges 

 
It is the policy of the Service Company to insure payments are made by the subsidiary 
companies for direct and indirect charges.    All payments for direct and indirect charges 
must be remitted to the Service Company by the end of the following month. Payment 
requests will be provided directly to the accounts payable departments of the subsidiary 
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companies.  The Service Company will monitor payments received during the month to 
insure that all subsidiary companies make payment in a timely manner. 
 

Allocating Fixed Assets 
 
The Service Company maintains certain fixed assets that are used by and benefit 
multiple Black Hills Corporation subsidiaries.  These fixed assets primarily consist of 
computer hardware and software that form the corporate-wide information technology 
network.  Because these fixed assets support multiple Black Hills Corporation 
subsidiaries, they are allocated to the appropriate subsidiaries monthly as part of the 
month-end close process, along with the allocation of these assets’ accumulated 
depreciation. 
 
Allocated assets and accumulated depreciation are maintained in separate general 
ledger accounts at the subsidiary level so that they are not intermingled with regular 
subsidiary fixed assets, and for ease of reconciliation. 
 
The allocation factor used for fixed assets and accumulated depreciation is the Blended 
Ratio, except as otherwise noted.  Depreciation expense is allocated using the same 
ratio as the asset. 
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APPENDIX  

 

 

 

 

 

 

Appendix 1 

BHSC DEPARTMENTSDepartments 

 
Accounting SystemsThe following departments are included in BHSC as of 
01/01/2013 and are subject to changes as required to support evolving business 
requirements.  

SC-ACCOUNTING SYSTEMS (4700) – 

Description: Maintains the corporate- wide accounting systems of Black Hills 
Corporation, most notably the general ledger and financial statement preparation 
systems.  (Blended Ratio))  

Accounts PayableSC-ACCOUNTS PAYABLE (4701) – 

Description: Processes payments to vendors and prepares 1099s and applicable 
documentation for the majority of Black Hills Corporation subsidiaries. (Blended Ratio))  

Corporate DevelopmentSC-CORP DEVELOPMENT (4702) – 

Description: Facilitates the development of the corporate strategy, prepares strategic 
plans, and evaluates potential business opportunities. (HoldCo Blended 
Ratio)Department also assists various subsidiaries with financial analysis and special 
projects. (HoldCo Blended)  

Corporate Governance and Shareholder ServicesSC-CORP GOV AND 
SHAREHOLDER SERV (4703) – 

Description: Develops and enforces corporate governance policies and procedures in 
accordance with applicable laws and regulations.  Provides oversight of compliance with 
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Securities and Exchange Commission rules and regulations.  Oversees the 
administrative duties to the Board of Directors.  Provides various recordkeeping and 
administrative services related to shareholder services.  Assists in the administration of 
equity-based compensation plans. (HoldCo Blended Ratio))  

TaxSC-TAX (4704) – 

Description: Prepares quarterly and annual tax provisions of all Black Hills Corporation 
subsidiaries.  Maintains and reconciles all current and deferred income tax general 
ledger accounts.  Prepares tax filings and ensures compliance with applicable laws and 
regulations.  Oversees various tax planning projects. (Blended Ratio))  

Credit and RiskSC-CREDIT AND RISK (4705) – 

Description: Provides risk management, risk evaluation, and risk analysis services.  
Provides support to the Executive Risk Committee.  Evaluates contract risks. (Blended 
Ratio)  

Legal - Corporate  

SC-LEGAL - CORPORATE (4706) – 

Description: Provides legal counsel and services related to general business operations, 
including labor and employment law, finance, litigation, contracts, utility rates and 
regulation, financial reporting, Securities and Exchange Commission, Federal Energy 
Regulatory Commission and other state and federal compliance, environmental matters, 
real estate and other legal matters.  Oversees the hiring and administration of external 
counsel.  Provides legal support to various corporate development projects. (Blended 
Ratio))  

EnvironmentalSC-CORPORATE AFFAIRS (4708)  

Description: Provides oversight to Public Relations, Marketing, Governmental Affairs, 
Regulatory Affairs and Regulatory Services/Resource Planning for all Black Hills 
Corporation and its subsidiaries. (Blended)  

SC-ENVIRONMENTAL SERVICES (4709) – 

Description: Establishes policies and procedures for compliance with environmental 
laws and regulations.  Researches emerging environmental issues and monitors 
compliance with environmental requirements.  Oversees environmental clean-up 
projects. Obtains permits to support the business operations of Black Hills Corporation 
and its subsidiaries. (Asset Ratio))  

Executive ManagementSC-EXECUTIVE MGMT (4710) – 
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Description: Provides overall oversight of Black Hills Corporation and its subsidiaries.  
Provides the Board of Directors information for decision making purposes. (HoldCo 
Blended Ratio)  

SafetySC-SAFETY (4711) – 

Description: Develops and implements safety planning activities and provides employee 
safety education.  Administers the corporate safety program.  Assists with compliance 
with DOT, OSHA, and MSHA regulations. (Employee Ratio))  

Finance and TreasurySC-FINANCE AND TREASURY (4712) – 

Description: Coordinates activities related to securities issuance, including maintaining 
relationships with financial institutions, debt holders, rating agencies, equity analysts 
and equity investors. Performs accounting, cash management, debt compliance, and 
investing activities and monitoring the. Monitors capital markets.  to support financial 
planning for all subsidiaries. Oversees the administration of corporate pension and 
401(k) plans. (HoldCo Blended Ratio))  

Financial Reporting 

SC-FINANCIAL REPORTING (4713) – 

Description: Oversees the corporate consolidation of subsidiary financial statements.  
Prepares monthly internal financial reports for management.  Prepares quarterly and 
annual financial reports to the Securities and Exchange Commission.  , financial 
statements to banks and quarterly and annual financial statements filed wtih FERC. 
Researches emerging accounting issues and assists with the compliance of new 
accounting rules and regulations. (HoldCo Blended Ratio))  

Budget and ForecastingSC-BUDGET AND FORECAST (4714) - 

Description: Oversees the accumulation of subsidiary financial budgets and forecasts. 
Provides the consolidation of the corporate wide- budget and forecast.  Guides the 
preparation of strategic plans. (Blended Ratio))  

General AccountingSC-GENERAL ACCOUNTING (4715) – 

Description: Provides maintenance of management and administrative support for 
accounting and financial reporting, researches emerging accounting issues, and assists 
in finance functions of the compliance of all accounting rulesCompany's regulated and 
regulations.non-regulated businesses including external audit coordination. (Blended 
Ratio) )  

Accounting- Central ServicesSC-ACCOUNTING-CENTRAL SERVICES (4716) – 
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Description: Maintains the accounting records for Black Hills Service Company and 
Black Hills Corporation. Provides oversight of Accounts Payable, Payroll, and Property 
Accounting departments. (Blended Ratio))  

Accounting-Generation ServicesSC-ACCOUNTING-GENERATION SERV (4717) – 

Description: Provides general ledger accounting to non-regulated generation facilities 
and accounting support to all generation facilities. (Generation Capacity Ratio))  

SC-HUMAN RESOURCES CORP (4718)  

Description: Provides general Human Resources Corporate (4718) – Establishes and 
administerssupport services through the administration of policies related to  for all 
facets of Human Resources, including employee relations, labor relations, talent 
management, recruiting and employment staffing, compensation and benefits.  Provides 
general HR support services. administration and state/federal regulation compliance. 
(Employee Ratio))   

Human Resources Regulated 

 

 

SC-HUMAN RESOURCES REGULATED (4720) – Administers 

Description: Provides general Human Resources support services to the  subsidiaries 
through the administration of policies related to and labor contracts for all facets of 
Human Resources, including employee relations, labor relations, talent management, 
recruiting and employment staffing, compensation and benefits for the regulated 
subsidiaries.  Provides general HR support services to the regulated 
subsidiaries.administration. (Employee Ratio))  

Compensation and BenefitsSC-COMPENSATION AND BENEFITS (4721) – 

Description: Administers policies related to compensation and benefits.  Oversees the 
self-insured medical benefits plans and provides support to the third party 
administrators of the plans.  (Employee Ratio))  

Organization Development and TrainingSC-ORGANIZATIONAL DEVELOPMENT AND 
TRAINING (4722) – 

Description: Provides technicalfor employee and professionalleadership development 
training.  Provides , succession planning, performance management, goal alignment, 
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employee engagement, strategic workforce planning, talent assessment and general 
HR support services.for Black Hills Corporation and its subsidiaries. (Employee Ratio))  

InsuranceSC-ENGINEERING ROTATION PROGRAM (4723)  

Description: Provides a rotation program to develop staff for critical need areas within 
Black Hills Corporation and its subsidiaries. (Blended)  

SC-INSURANCE (4724) – 

Description: Facilitates physical risk management strategies through the purchase and 
evaluation of various types of insurance coverage.  Provides claims management 
services. (Blended Ratio))  

Internal AuditSC-INTERNAL AUDIT (4725) – 

Description: Reviews internal controls and procedures to ensure assets are 
safeguarded and transactions are properly authorized and recorded.  Oversees the 
Sarbanes Oxley compliance efforts.  (Blended Ratio))  

Company Communications (4726) – Provides oversight to the corporate 
communications processes.  Provides communications to investors and the financial 
community. Provides advertising and branding development for the companies within 
Black Hills Corporation.  Responsible for media relations.  Manages and tracks all 
contributions made on behalf of Black Hills and it subsidiaries, as well as Black Hills 
Corporation Foundation.  Assists in the preparation of the annual report. (Blended 
Ratio) 

PayrollSC-IN-HOUSE CREATIVE SOLUTIONS (4726)  

Description: Provides program for effective, measured, and coordinated advertising. 
Manages, develops and implements communication channels to maintain effective 
communications with stakeholders. Designs and develops communication materials. 
(Blended)  

  

SC-PAYROLL (4727) – 

Description: Processes payroll for all Black Hills Corporation subsidiaries including but 
not limited to time reporting, calculation of salaries and wages, payroll tax reporting and 
compliance reports. for Black Hills Corporation and its subsidiaries. (Employee Ratio))  

Power Delivery ManagementSC-POWER DELIVERY MGMT (4728) – 
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Description: Performs resource planning, power delivery management, strategic 
planning, and construction management for the corporation’s power generation assets. 
(Generation Capacity Ratio))  

Property AccountingSC-PROPERTY ACCOUNTING (4729) – 

Description: Maintains the accounting records for property, plant and equipment for the 
majority of subsidiaries of the corporation.  Assists in the compliance with regulatory 
accounting requirements as it relates to property.  Prepares various operating and 
financial reportingreports for management.  (Asset Ratio))  

Records ManagementSC-RECORDS MGMT (4730) – 

Description: Administers and maintains the records retention policies and procedures of 
the corporation.  Manages and maintains the content management software. (Blended 
Ratio))  

Supply Chain ManagementSC-SUPPLY CHAIN MGMT (4731) – 

Description: Develops strategies and provides general oversight to Facilities, Contract 
Management, Strategic Sourcing, Procurement, Fleet Services, Materials Management 
and Supplier Diversity departments. (Blended Ratio)  

Contracts ManagementSC-CONTRACTS MGMT (4732) – 

Description: Manages contracts, including drafting, negotiating and, reviewing and 
interpreting contracts.  (Blended Ratio))  

Strategic SourcingSC-STRATEGIC SOURCING (4733) – 

Description: Executes the procurement process including, purchasing activities, 
managing vendor relationships, and issue resolution and tracking and expediting orders. 
(Blended Ratio))  

Fleet ServicesSC-FLEET SERV (4734) –  

Description: Manages fleet expense cards, fleet contracts, vehicle purchasing, 
replacement and, disposal and, licensing and /registration.  Manages and titling. Advise 
on vehicle maintenance schedules.and repairs, alternative fuel selections and 
implementations.  (Blended Ratio))  

Supplier Diversity (4735) – Develops new sources of supply for all types of products and 
services and promotes the inclusion of diverse suppliers into the supply chain bidding 
process. (Blended Ratio) 

Facilities ManagementSC-FACILITIES (4736) – 
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Description: Provides facility, construction, and real estate management services for 
corporate-wide facilities.  Supports disaster recovery and business continuation 
planning. (Blended Ratio))  

Utility Communications (4737) – ManageSC-GOVERNMENTAL AFFAIRS (4741)  

Description: Advances corporate objectives by initiating, influencing, monitoring, and 
create internal and external communications for the utility companies.  Provides 
advertising and branding development for the utility companies within Black Hills 
Corporation. (Utility Blended Ratio)   

Creative Services (4738) – Provides graphical support to internal and external 
communications, advertising and branding for the companies within Black Hills 
Corporation.  Maintains logo standardsresearching. (Blended Ratio)   

Federal Governmental Affairs (4739) – Monitors, reviews, and researches government 
legislation and actspolicies. Acts as a liaison with legislators.  Manages the company’s 
lobbying strategy. (Blended Ratio) 

Regulatory Management (4740) - Manages all aspects of regulatory requirements and  
and other governmental officials. Maintains relationships.  (Blended Ratio) 

State Governmental Affairs (4741) – Monitors, reviews, and researches government 
legislation and acts as a liaison with legislators.  Maintains relationships with local 
andfederal, state and other governmental bodies. (Blended Ratio) )  

Information Technology AdministrationSC-IT ADMINISTRATION (4742) – 

Description: Provides guidance, governance, and strategic planning to the overall 
information technology operations. . (Blended Provides liaison services between 
information technology departments and their business partners. (Blended Ratio))  

Information Technology Business Applications Financial andSC-IT BUS APPS-FIN AND 
HR SystemsSYSTMS (4743) – 

Description: Manages, maintains, and enhances the financial and human resource 
related business applications of the company. (Blended Ratio))  

Information Technology Business ApplicationsSC-IT BUS APPLICATIONS-
REGULATED (4744) – 

Description: Manages, maintains, and enhances business applications within the utility 
companies. (Utility Blended Ratio))  

Information Technology Business Applications Web Service Support (4745) –SC-IT 
BUS APPS-WEB SERV SUPP (4745)  
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Description: Manages, maintains, and enhances the web-based service business 
applications of the company. (Blended Ratio))  

Information Technology Business Applications Wholesale and Enterprise Systems 
(4746) –SC-IT BUS APPS-WHLSALE AND ENTPRISE (4746)  

Description: Manages, maintains, and enhances the wholesale and enterprise-wide 
business applications of the company. (Blended Ratio))  

Information Technology Infrastructure ServicesSC-IT INFRASTRUCTURE SERV (4747) 
– 

Description: Manages, maintains, and enhances data center operations, infrastructure 
servers, storage, system software, enterprise architecture, and corporate databases. 
(Blended Ratio))  

Information Technology Communications 

 

SC-IT COMMUNICATIONS (4748) – 

Description: Manages and supports the data and voice communication needs for the 
company.  Provides telecommunication expense management services. (Blended 
Ratio))  

Information Technology User ServicesSC-IT USER SERVICES (4749) – 

Description: Provides technology support services for the company, including field 
services, the help desk, and technology integration.. (Blended Ratio))  

Corporate Security (4750) – Manages and supports the systems that provide both 
information and physical security services for the company. (Blended Ratio) 

Information Technology ComplianceSC-IT COMPLIANCE (4751) – 

Description: Responsible for internal and external audit compliance, disaster recovery, 
change management and legal compliance related to technology. (Blended Ratio))  

Materials ManagementSC-MATERIALS MGMT (4752) – 

Description: Manages inventory, obsolescence and scrap. Ensure availability of proper 
materials.  Pull, restock and stage materials. (Blended Ratio) )  

Process ImprovementSC-CONTINUOUS IMPROVEMENT (4753) - 
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Description: Helps identify solutions to improve work processes, maximize business 
performance and add value for customers and stakeholders. (Blended Ratio))  

Generation Plant OperationsSC-GENERATION PLANT OPERATIONS (4754) – 

Description: Operates and manages the new generation for BHCOE and BHCIPP. 
(Nameplate(NamePlate Generation Capacity)  

SC-IT HELPDESK / TECHNOLOGY INTEGRATION (4755)   

Description: Provides IT telephone support, technology training and technology 
integration services.  (Blended Ratio)  

SC-CPGS PLANT OPERATIONS (4756)  

Description: Operates and manages the new generation for the Cheyenne Prairie 
Generation Ratio)Station. (NamePlate Generation Capacity)  

Asset Blended SC-PROCUREMENT (4760)  

Description: Executes the procurement process including, purchasing activities, 
managing vendor relationships, and issue resolution and tracking and expediting orders. 
(Blended)  

 

SC – ASSET BLENDED (4793) – 

Description: Records depreciation for the Service Company assets. (Blended Ratio)  

Benefits PooledSC-BENEFIT POOLED (4794) – 

Description: Records thosepooled benefit costs, primarily related to health and welfare, 
for all companies to be pooledBlack Hills Corporation and allocated toits subsidiaries. 
(Employee Ratio) )  

Accounting AccrualsSC-ACCOUNTING ACCRUAL ENTRIES (4795) – 

Description: Records accrual of certain charges not related to specific departments or 
not significant enough to allocate to each department.  (Blended Ratio))  

Benefits LoadingSC-BENEFITS LOADING (4796) - 

Description: Records overhead benefit costs loaded to labor costs (Blended Ratio))   
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APPENDIX 2 

ALLOCATION FACTORS 
 
Asset Cost Ratio – Based on the total cost of assets as of December 31 for the prior 
year, the numerator of which is for an applicable BHC subsidiary and the denominator 
of which is for all applicable BHC subsidiaries.  Assets are limited to property, plant, and 
equipment, and include construction or work in process.  Assets are also reported at 
their FERC value, meaning that assets for the utility subsidiaries will not include any 
eliminations that are done to bring their FERC financial statements into compliance with 
GAAP.  FERC requires that acquired fixed assets be recorded at their gross value with 
accumulated depreciation, while GAAP requires that acquired fixed assets be recorded 
at their net value.  An elimination journal entry is used to eliminate the gross-up for 
preparation of GAAP financial statements, but this elimination journal entry is not 
factored into the calculation of the Asset Cost Ratio. 

 
The Environmental Services and Property Accounting departments utilize this ratio, and 
it is a component in both the Blended Ratio and the Holding Company Blended Ratio.  
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Gross Margin Ratio – Based on the total gross margin for the prior year ending 
December 31, the numerator of which is for an applicable BHC subsidiary and the 
denominator of which is for all applicable BHC subsidiaries.  Gross margin is defined as 
revenue less cost of sales.  Certain intercompany transaction may be excluded from 
gross margin if they would not have occurred if the revenue relationship was with a third 
party instead of a related party. 

 
No departments utilize this ratio, but it is a component in both the Blended Ratio and the 
Holding Company Blended Ratio. 

 
Payroll Dollars Ratio – Based on the total payroll dollars for the prior year ending 
December 31, the numerator of which is for an applicable BHC subsidiary and the 
denominator of which is for all applicable BHC subsidiaries.  Payroll dollars include all 
bonuses and compensation paid to employees, but do not include items that are only 
included on an employee’s W-2 for gross-up and income tax purposes, such as life 
insurance premiums over $50,000. 

 
No departments utilize this ratio, but it is a component in both the Blended Ratio and the 
Holding Company Blended Ratio. 

 
Blended Ratio – A composite ratio comprised of an average of the Asset Cost Ratio, the 
Payroll Dollars Ratio, and the Gross Margin Ratio.  These factors are equally weighted.  
This factor is sometimes referred to as the general allocation factor. 

 
Departments that utilize this ratio include Accounting Systems, Accounts Payable, Tax, 
Credit and Risk, General Accounting, Insurance, Internal Audit, Legal, Company 
Communications , Corporate Affairs, Budget and Forecast, General Accounting, 
Accounting-Central Services, Engineering Rotation Program, Insurance, Internal Audit, 
In-House Creative Solutions, Records Management, Supply Chain Management, 
Contract Management, Strategic Sourcing, Fleet Services, Supplier Diversity, Facilities, 
Creative Services, Federal Governmental Affairs, Regulatory Management, State 
Governmental Affairs, Information Technology Administration, Information Technology 
Business Applications Wholesale and Enterprise, Information Technology Business 
Applications Web Service Support, Information Technology Business Applications 
Financial and HR Systems, Information Technology Infrastructure Services, Information 
Technology Communications, Information Technology User Services, Corporate 
Security, Information Technology Compliance, Materials Management, 
ProcessContinuous Improvement, Central Services, Budgeting & 
ForecastingInformation Technology Helpdesk / Technology Integration, Procurement, 
Assets Blended, Accounting Accruals, Benefits, Retiree and BHSC portion of the Rapid 
City Plant Street Facility, Midlands Data Facility and Bellevue Data Center Facility. 

 
Holding Company Blended Ratio – 5% of costs allocated to the Holding Company, with 
the remaining 95% of costs allocated using a composite ratio comprised of an average 
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of the Asset Cost Ratio, the Payroll Dollars Ratio, and the Gross Margin Ratio.  These 
factors are equally weighted. 

 
Departments that utilize this ratio include Corporate Development, Corporate 
Governance and Shareholder Services, Executive Management, Finance and Treasury 
and Financial Reporting. 

 
In addition, a portion of directors and officer’s insurance expense incurred through the 
Insurance cost center will be direct charged to the BHC Holding Company. 

 
Employee Ratio – Based on the number of employees at the end of the prior year 
ending December 31, the numerator of which is for an applicable BHC subsidiary and 
the denominator of which is for all applicable BHC subsidiaries. 

 
Departments that utilize this ratio include Payroll, Safety, Human Resources Corp., 
Human Resources Regulated, Compensation and Benefits, OrganizationOrganizational 
Development and Training, and Payroll.  Health and welfare costs for BHC will be in a 
pool and allocated to subsidiaries based on the Employee Ratio. 

 
Power Generation Capacity Ratio – Based on the total power generation capacity at the 
end of the prior year ending December 31, the numerator of which is for an applicable 
BHC subsidiary and the denominator of which is for all applicable BHC subsidiaries.  
Power generation includes capacity in service and capacity under construction. 

 
Departments that use this ratio include Power Delivery Management and Accounting-
Generation Services. 
 
Utility Asset Cost Ratio – Based on the total cost of utility assets as of December 31 for 
the prior year, the numerator of which is for an applicable BHC utility subsidiary and the 
denominator of which is for all applicable BHC utility subsidiaries.  Utility assets are 
limited to property, plant, and equipment, and include construction or work in process.  
Assets are also reported at their FERC value, meaning that assets for the utility 
subsidiaries will not include any eliminations that are done to bring their FERC financial 
statements into compliance with GAAP.  FERC requires that acquired fixed assets be 
recorded at their gross value with accumulated depreciation, while GAAP requires that 
acquired fixed assets be recorded at their net value.  An elimination journal entry is 
used to eliminate the gross-up for preparation of GAAP financial statements, but this 
elimination journal entry is not factored into the calculation of the Utility Asset Cost 
Ratio. 
 
No departments utilize this ratio, but it is a component in the Utility Blended Ratio 
 
Utility Employee Ratio – Based on the number of utility employees at the end of the 
prior year ending December 31, the numerator of which is for an applicable BHC utility 
subsidiary and the denominator of which is for all applicable BHC utility subsidiaries. 
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No departments currently utilize this ratio. 
 
Utility Gross Margin Ratio – Based on the total utility gross margin for the prior year 
ending December 31, the numerator of which is for an applicable BHC utility subsidiary 
and the denominator of which is for all applicable BHC utility subsidiaries.  Utility gross 
margin is defined as revenue less cost of sales.  Certain intercompany transaction may 
be excluded from utility gross margin if they would not have occurred if the revenue 
relationship was with a third party instead of a related party. 
 
No departments utilize this ratio, but it is a component in the Utility Blended Ratio. 
 
Utility Payroll Dollars Ratio – Based on the total utility payroll dollars for the prior year 
ending December 31, the numerator of which is for an applicable BHC utility subsidiary 
and the denominator of which is for all applicable BHC utility subsidiaries.  Utility payroll 
dollars include all bonuses and compensation paid to employees, but do not include 
items that are only included on an employee’s W-2 for gross-up and income tax 
purposes, such as life insurance premiums over $50,000. 
 
No departments utilize this ratio, but it is a component in the Utility Blended Ratio. 
 
Utility Blended Ratio – A composite ratio comprised of an average of the Utility Asset 
Cost Ratio, the Utility Payroll Dollars Ratio, and the Utility Gross Margin Ratio.  These 
factors are equally weighted. 
 
The Utility Communications and IT Business Applications departments utilizeRegulated 
department utilizes this ratio.   
 
Nameplate Generation Capacity Ratio – Based on the total Colorado Airport Project 
facility’s power generation capacity at the end of the prior year ending December 31, the 
numerator of which is for an applicable BHC subsidiary and the denominator of which is 
for all applicable BHC subsidiaries.  Nameplate generation includes capacity in service 
and capacity under construction at the Colorado Airport Projectfacility. 
 
The Generation Plant Operations department utilizesand CPGS Plant Operations 
departments utilize this ratio. 
 
Square Footage Ratio – The total square footage of a given facility, the numerator of 
which is for an applicable BHC subsidiary and the denominator of which is for all 
applicable BHC subsidiaries.   
The Rapid City Plant Street Facility and the Denver Office Facility operating unit 
utilizesunits utilize this ratio.    
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Introduction 
 

The purpose of this cost allocation manual is to document the allocation processes of 
Black Hills Service Company, from recording the original transaction through the 
allocation of costs to Black Hills Corporation subsidiaries.  Various topics to be 
addressed include the organization of the Service Company, the recording of 
transactions, calculating and assigning allocation factors, and recording allocation 
transactions. 
 
Black Hills Service Company (the Service Company) was formed on December 30, 
2004, and was fully implemented and operational as of January 1, 2006.  The Service 
Company was formed as required by the Public Utility Holding Company Act of 1935, 
which was administered by the Securities and Exchange Commission (SEC).  Service 
companies were required of all registered holding companies under this law.  Service 
companies coordinate corporate support functions and distribute costs to registered 
holding company subsidiaries using pre-defined allocation methodologies that had to be 
approved by the SEC.   
 
Black Hills Corporation became a registered holding company at the end of 2004, and 
through a transition period and various amendments to the registered holding company 
filings, established the date of January 1, 2006 to fully implement the Service Company.  
In August of 2005, this law was repealed and replaced by the Public Utility Holding 
Company Act of 2005, which is administered by the Federal Energy Regulatory 
Commission (FERC).  This new law was effective in February of 2006.  Although certain 
administrative and reporting requirements changed as a result of the repeal, Black Hills 
Corporation did not change its implementation plan. 
 
The Service Company is a wholly owned subsidiary of Black Hills Corporation (the 
Holding Company), and is a separate legal entity.  The majority of operations and all 
employees were transferred out of the Holding Company on the effective date of 
implementation.  The only transactions that remain at the Holding Company are 
transactions pertaining to long-term debt and related deferred finance costs, corporate 
credit facility and related deferred finance costs, and the administration of money pool 
transactions for both the utility money pool and the non-utility money pool.  In addition, 
as will be discussed in greater detail later, certain corporate costs are allocated directly 
to the Holding Company.  The most notable of these types of costs are corporate 
development project costs. 
 

Service Company Organization 
 

The Service Company is organized into operating departments based upon the services 
that those departments provide to Black Hills Corporation subsidiaries.  A list of each 
department, as well as a brief description of the services they provide, is attached as 
Appendix 1. 
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Direct Costs versus Indirect Costs 
 

A key issue in distributing Service Company costs is distinguishing between direct costs 
and indirect costs.  The account coding will change depending on whether the cost is a 
direct or indirect cost.  Below is a summary of each of these types of costs and 
examples of these costs. 
 
Direct costs are those costs that are specifically associated with an identified 
subsidiary or group of identified subsidiaries.  This means that it is known exactly to 
which subsidiary or group of subsidiaries these costs relate.  Here are some examples: 
 

 A Payroll Processor is processing the payroll for Black Hills Power.  The labor 
costs incurred in processing payroll are specifically associated with an identified 
subsidiary.  Therefore, this would be a direct cost. 

 An Internal Auditor travels to Denver to complete audits for Colorado 
Independent Power Production and Black Hills Exploration and Production. The 
time associated with completing the audits would be charged to each company 
based on the time worked for each specific company project.  The travel 
expenses could either be coded to each company based on time worked or 
coded using a combination of spreading those charges equally and charging 
costs specifically to one of the companies each day worked.  For example, one 
meal to CO IPP, the next meal to BHEP, etc.    

 The Human Resources department incurs costs to bring an employment 
candidate on-site to Gillette for an interview with Wyodak.  These travel costs 
incurred in bringing the employee in for the interview are specifically associated 
with an identified subsidiary.  Therefore, this would be a direct cost. 

 A Help Desk technician orders a replacement computer monitor for an employee 
at Black Hills Power.  This hardware cost incurred is specifically associated with 
an identified subsidiary.  Therefore, this would be a direct cost. 

 
Indirect costs are those costs that are not associated with an identified subsidiary.  
This means that the costs indirectly support all companies or directly support the 
operation of the Service Company.  In other words, costs that would be directly charged 
to the Service Company using the definition and examples above would be classified as 
indirect costs.  Here are some examples: 
 

 The Internal Audit department is completing a BHC consolidated financial 
statement audit.  Since all entities indirectly affect the financial statements of 
BHC consolidated, this charge would be considered an indirect cost. 

 An Environmental representative wishes to take Paid-Time-Off (PTO).  This 
charge can not be directly attributable to any specifically identified company; 
therefore, this charge would be considered an indirect cost. 

 A Help Desk technician orders a replacement computer monitor for an employee 
of the Service Company.  This hardware cost incurred is specifically associated 
with the Service Company.  Therefore, this would be an indirect cost. 
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It is important to consider two things when determining if a cost is a direct cost or an 
indirect cost:  (1) Can the costs that are coded to a specific company or group of 
companies be substantiated; and (2) Can it be substantiated that a utility-based entity is 
not subsidizing the operations of non-utility based company with the time and expenses 
that have been charged to them.  As can be seen from above, a certain level of 
judgment will be involved when deciding whether a particular cost should be directly 
charged or indirectly allocated. 
 
There are certain costs that will always be considered direct or indirect costs, no matter 
the circumstances.  Below is a list of significant Service Company expenses that follow 
these rules: 
 
Always considered direct costs: 

 Capitalized costs for non-BHSC projects (including capitalized labor) 

 Corporate development project costs 

 Retiree healthcare costs 
 
Always considered indirect costs: 

 PTO and Holiday labor (they are included as a component of overhead) 

 Corporate-wide bonuses and other similar methods of compensation that are 
included as a component of overhead 

 Payroll taxes and 401(k) match expenses (they are included as components of 
overhead) 

 Short or long-term disability expenses 

 Board of Directors’ fees and expenses 

 General Office rent 

 Depreciation 

 Directors’ and officers’ insurance 

 Investor relations expenses 

 Shareholder expenses 

 Intercompany interest expense and income 
 

Transaction Coding 
 

The Service Company uses an accounting software system to accumulate and 
distribute both direct costs and indirect costs. It is important to have costs properly 
classified as direct or indirect.  Direct costs will be directly charged to the subsidiaries, 
while indirect costs will be allocated to the subsidiaries using pre-defined allocation 
factors.  Below is a description of the coding.   
 
 

    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   
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General Ledger Business Unit (GLBU): 

 Five (5) character numeric field. 

 The GLBU is used to identify the company that will be receiving the charges. 

 The GLBU is required on all accounting transactions. 

 The GLBU is auto-populated by default when the OpUnit is entered. 

 

    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   

 

 

Operating Unit (OpUnit): 

 Six (6) character numeric field. 

 The OpUnit field is used to identify the account code block as either a direct cost 

or an indirect cost. 

 If the cost is a direct cost, the OpUnit field will be populated using the OpUnit 

code for the company being directly charged.   

 If the cost is an indirect cost, the OpUnit field will be populated using the general 

Service Company OpUnit 701600.  Indirect costs also include costs directly 

related to the Service Company. 

 

    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   

 

Department (Dept): 

 Four (4) character numeric field. 

 The Dept field is used to identify where the cost(s) originated. 

 The Dept field is required on all income statement and capital transactions. 

 Every Dept is assigned to a GLBU. 
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    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   

 

 

Account (Acct) 

 Six (6) character numeric field. 

 The Account field is required on all accounting transactions. 

 All companies will use the same Chart of Accounts though some values will be 

specific to certain companies. 

 

 

    --   --   --   --   --     

  GLBU   OpUnit   Dept   Acct   Resource   Product   

 

 

Resource (PS Resc): 

 Four (4) character numeric field. 

 A Resource is used to indentify types of costs. 

 The Resource field is required on all income statement and capital accounting 

transactions. 

 

  --  --  --  --  --   

 GLBU  OpUnit  Dept  Acct  Resource  Product  

 

Product (Prod): 

 Three (3) character numeric field. 

 A Product code is used to identify business lines. 

 

Timekeeping 
 

All Service Company employees are required to complete a timesheet for each two 
week pay period.  Timesheets of all employees must be approved by a supervisor.  
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Employees must complete the code block, as previously discussed, for each time 
record.  The timesheet will default the employees’ payroll department and resource.  
However, the employee is responsible for providing the remainder of the code block.  
Employees are encouraged to enter their time in one half hour increments, although 
they may use smaller increments if they so choose.   
 

Loadings 
 

Certain benefits that are provided to employees become an inherent cost of labor.  To 
account for these benefits and allow for them to be charged to the appropriate 
subsidiary, they become part of a loading rate that is added on to each payroll dollar.   
 
The loading rates are calculated at the beginning of the year based upon budgeted 
benefit expenses and budgeted labor and are reviewed monthly and updated as 
needed.  These rates are loaded into the accounting system.  Below is a list of 
components of the loading rates: 
 
General loadings: 

 Compensated Absences:  including PTO, Holiday, Jury duty, Funeral pay, United 
Way day and Annual Physical appointment.  

 Payroll Taxes:  including FICA, FUTA SUTA and city taxes 

 Employee Benefits:  including health and medical, 401K match and fees, 
Pension, Retiree healthcare and associated fees and Pension audit fees 

 Incentives:  including Non-officer bonus plans, Restricted Stock and Stock Option 
expense 

 
Supplemental loadings: 

 Officer bonus plans 

 Long-term disability 

 Officer pension benefits 
 
At the end of each month, loadings calculated on payroll using the loading rates must 
be true-ed up against actual employee benefit costs.  The purpose for this true-up is 
due to the fact that the Service Company’s income statement must net to zero, meaning 
there can be no net income or net loss remaining at the Service Company.  Loadings 
calculated on payroll are based on an estimated rate and budgeted benefits, so 
differences between actual benefits will be inherent to this process.  The main reasons 
for the difference is the employee benefit costs differ from the budget payroll differs from 
budget or timing.  After the difference is calculated and reviewed for reasonableness, it 
is recorded to a separate department, and indirectly allocated to Black Hills Corporation 
subsidiaries. 

Allocation Factors 
 

As previously stated, Service Company costs are either directly charged to a subsidiary, 
or indirectly allocated when the cost is not associated with a specific subsidiary.  Indirect 



 9 

costs are allocated using one of several pre-defined allocation factors.  Each 
department has been assigned one of these allocation factors.  All indirect costs of that 
department are then allocated using that factor.  When determining which allocation 
factor should be assigned to each cost center, a factor was selected based on the 
specific cost driver of that department.  For instance, the expenses incurred by a 
Human Resources department are primarily related to their support of all company 
employees.  In this example, the cost driver for the Human Resources department 
indirect costs is employees.  Therefore, their indirect costs will be allocated based upon 
the Employee Ratio. 
 
For certain cost centers, a specific cost driver may not be clearly identifiable or the 
driver may not be cost efficient to compute on a continuing basis.  In these instances, a 
three-pronged general allocation factor is used, which is referred to as the Blended 
Ratio.  This ratio equally weights three different general ratios: Gross Margin, Asset 
Cost (limited to PP&E), and Payroll Dollars.  These factors were chosen to be included 
in the Blended Ratio because they best allocate costs based on the diverse nature of 
BHC operations. 
 
In addition, some departments utilize a Holding Company Blended Ratio.  The 
difference between the Blended Ratio and the Holding Company Blended Ratio is that 
the Holding Company Blended Ratio allocates a percentage of costs to BHC Holding 
Company.  For example, the Corporate Governance department will allocate indirect 
costs using the Holding Company Blended Ratio because certain costs incurred, such 
as New York Stock Exchange fees and Board of Directors costs, relate to both the 
Holding Company and the subsidiary companies.   
 
One additional item to note is that health care costs are allocated differently due to the 
self-insurance pool.  Black Hills Corporation has chosen to pool all health care costs 
and spread the risk amongst all subsidiaries equally.  All medical costs of BHC are paid 
by the Service Company and allocated to subsidiaries based on employee counts. 
 
Appendix 2 includes a list of all allocation factors, including a brief description of the 
factor, the basis for the calculation of the factor, and the departments to which that 
factor has been assigned.  Any asset factors and employee count factors are calculated 
as of period-end dates, while revenue and expense factors are calculated for twelve 
months ended as of period-end dates. 
 

Changing Allocation Factors 
 

Allocation factors are set at the first of the year, based upon financial information from 
the prior year ending December 31st.  Assets, utility assets, employee counts, and 
power generation capacity are based on values as of the previous period ending 
December 31st.  Gross margin, utility gross margin, payroll dollars, and utility payroll 
dollars are based on values for the 12 months ended December 31st.   
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Certain events may occur during the year that are deemed to be significant to Black 
Hills Corporation that will require corresponding adjustments made to the allocation 
factors.  Examples of these types of events include acquisitions, divestitures, new 
generation, significant staffing changes or new, significant revenue streams. 
 
When these events occur, indirect allocation factors will be adjusted.  When adjusting 
allocation factors, it is the policy of the Service Company to not recalculate all allocation 
factors.  Rather, allocation factors will be adjusted with pro forma adjustments.  For 
example, if an acquisition occurs during the middle of the year, pro forma values will be 
loaded.  Asset values at the time of the acquisition would be used, as well as pro forma 
gross margin and payroll dollars for a 12 month period.  It should be noted that 
estimations may be required, especially when significant additions or changes are 
expected as a result of the acquisition.   
 
It should also be noted that asset values, gross margin, and payroll dollars for the other 
companies will not be changed.  However, the ratios will change because the base 
against which the ratios are calculated will change.  Subsidiary companies would see 
decreased ratio values with acquisitions, and increased ratio values with divestitures.  
Changes will be effective as of the beginning of the month, and will apply to all 
transactions for the month.   
 
Any changes to indirect allocation factors are initiated by one member of the allocations 
staff and reviewed by the Financial Manager of the Service Company.  Allocation 
factors loaded into the system are reviewed by someone other than who input the 
factors into the system. 

 

Subsidiary Payment for Direct and Indirect Charges 
 

It is the policy of the Service Company to insure payments are made by the subsidiary 
companies for direct and indirect charges.    All payments for direct and indirect charges 
must be remitted to the Service Company by the end of the following month. Payment 
requests will be provided directly to the accounts payable departments of the subsidiary 
companies.  The Service Company will monitor payments received during the month to 
insure that all subsidiary companies make payment in a timely manner. 
 

Allocating Fixed Assets 
 

The Service Company maintains certain fixed assets that are used by and benefit 
multiple Black Hills Corporation subsidiaries.  These fixed assets primarily consist of 
computer hardware and software that form the corporate-wide information technology 
network.  Because these fixed assets support multiple Black Hills Corporation 
subsidiaries, they are allocated to the appropriate subsidiaries monthly as part of the 
month-end close process, along with the allocation of these assets’ accumulated 
depreciation. 
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Allocated assets and accumulated depreciation are maintained in separate general 
ledger accounts at the subsidiary level so that they are not intermingled with regular 
subsidiary fixed assets, and for ease of reconciliation. 
 
The allocation factor used for fixed assets and accumulated depreciation is the Blended 
Ratio, except as otherwise noted.  Depreciation expense is allocated using the same 
ratio as the asset. 
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Appendix 1 

BHSC Departments 

The following departments are included in BHSC as of 01/01/2013 and are subject 

to changes as required to support evolving business requirements.  

SC-ACCOUNTING SYSTEMS (4700)  

Description: Maintains the corporate- wide accounting systems of Black Hills 

Corporation, most notably the general ledger and financial statement preparation 

systems. (Blended)  

SC-ACCOUNTS PAYABLE (4701)  

Description: Processes payments to vendors and prepares 1099s and applicable 

documentation for the majority of Black Hills Corporation subsidiaries. (Blended)  

SC-CORP DEVELOPMENT (4702)  

Description: Facilitates the development of the corporate strategy, prepares strategic 

plans, and evaluates potential business opportunities. Department also assists various 

subsidiaries with financial analysis and special projects. (HoldCo Blended)  

SC-CORP GOV AND SHAREHOLDER SERV (4703)  

Description: Develops and enforces corporate governance policies and procedures in 

accordance with applicable laws and regulations. Provides oversight of compliance with 

Securities and Exchange Commission rules and regulations. Oversees the 

administrative duties to the Board of Directors. Provides various recordkeeping and 

administrative services related to shareholder services. Assists in the administration of 

equity-based compensation plans. (HoldCo Blended)  

SC-TAX (4704)  

Description: Prepares quarterly and annual tax provisions of all Black Hills Corporation 

subsidiaries. Maintains and reconciles all current and deferred income tax general 

ledger accounts. Prepares tax filings and ensures compliance with applicable laws and 

regulations. Oversees various tax planning projects. (Blended)  

SC-CREDIT AND RISK (4705)  

Description: Provides risk management, risk evaluation, and risk analysis services. 

Provides support to the Executive Risk Committee. Evaluates contract risks. (Blended)  
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SC-LEGAL - CORPORATE (4706)  

Description: Provides legal counsel and services related to general business operations, 

including labor and employment law, finance, litigation, contracts, utility rates and 

regulation, financial reporting, Securities and Exchange Commission, Federal Energy 

Regulatory Commission and other state and federal compliance, environmental matters, 

real estate and other legal matters. Oversees the hiring and administration of external 

counsel. Provides legal support to various corporate development projects. (Blended)  

SC-CORPORATE AFFAIRS (4708)  

Description: Provides oversight to Public Relations, Marketing, Governmental Affairs, 

Regulatory Affairs and Regulatory Services/Resource Planning for all Black Hills 

Corporation and its subsidiaries. (Blended)  

SC-ENVIRONMENTAL SERVICES (4709)  

Description: Establishes policies and procedures for compliance with environmental 

laws and regulations. Researches emerging environmental issues and monitors 

compliance with environmental requirements. Oversees environmental clean-up 

projects. Obtains permits to support the business operations of Black Hills Corporation 

and its subsidiaries. (Asset)  

SC-EXECUTIVE MGMT (4710)  

Description: Provides overall oversight of Black Hills Corporation and its subsidiaries. 

Provides the Board of Directors information for decision making purposes. (HoldCo 

Blended)  

SC-SAFETY (4711)  

Description: Develops and implements safety planning activities and provides employee 

safety education. Administers the corporate safety program. Assists with compliance 

with DOT, OSHA, and MSHA regulations. (Employee)  

SC-FINANCE AND TREASURY (4712)  

Description: Coordinates activities related to securities issuance, including maintaining 

relationships with financial institutions, debt holders, rating agencies, equity analysts 

and equity investors. Performs accounting, cash management, debt compliance, and 

investing activities. Monitors capital markets to support financial planning for all 

subsidiaries. Oversees the administration of corporate pension and 401(k) plans. 

(HoldCo Blended)  
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SC-FINANCIAL REPORTING (4713)  

Description: Oversees the corporate consolidation of subsidiary financial statements. 

Prepares monthly internal financial reports for management. Prepares quarterly and 

annual financial reports to the Securities and Exchange Commission, financial 

statements to banks and quarterly and annual financial statements filed wtih FERC. 

Researches emerging accounting issues and assists with the compliance of new 

accounting rules and regulations. (HoldCo Blended)  

SC-BUDGET AND FORECAST (4714)  

Description: Oversees the accumulation of subsidiary financial budgets and forecasts. 

Provides the consolidation of the corporate wide- budget and forecast. Guides the 

preparation of strategic plans. (Blended)  

SC-GENERAL ACCOUNTING (4715)  

Description: Provides management and administrative support for accounting and 

finance functions of the Company's regulated and non-regulated businesses including 

external audit coordination. (Blended)  

SC-ACCOUNTING-CENTRAL SERVICES (4716)  

Description: Maintains the accounting records for Black Hills Service Company and 

Black Hills Corporation. Provides oversight of Accounts Payable, Payroll, and Property 

Accounting departments. (Blended)  

SC-ACCOUNTING-GENERATION SERV (4717)  

Description: Provides general ledger accounting to non-regulated generation facilities 

and accounting support to all generation facilities. (Generation Capacity)  

SC-HUMAN RESOURCES CORP (4718)  

Description: Provides general Human Resources support services through the 

administration of policies  for all facets of Human Resources, including employee 

relations, labor relations, talent management, recruiting and employment staffing, 

compensation and benefits administration and state/federal regulation compliance. 

(Employee)   
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SC-HUMAN RESOURCES REGULATED (4720)  

Description: Provides general Human Resources support services to the  subsidiaries 

through the administration of policies and labor contracts for all facets of Human 

Resources, including employee relations, labor relations, talent management, recruiting 

and employment staffing, compensation and benefits administration. (Employee)  

SC-COMPENSATION AND BENEFITS (4721)  

Description: Administers policies related to compensation and benefits. Oversees the 

self-insured medical benefits plans and provides support to the third party 

administrators of the plans. (Employee)  

SC-ORGANIZATIONAL DEVELOPMENT AND TRAINING (4722)  

Description: Provides for employee and leadership development, succession planning, 

performance management, goal alignment, employee engagement, strategic workforce 

planning, talent assessment and general HR support for Black Hills Corporation and its 

subsidiaries. (Employee)  

SC-ENGINEERING ROTATION PROGRAM (4723)  

Description: Provides a rotation program to develop staff for critical need areas within 

Black Hills Corporation and its subsidiaries. (Blended)  

SC-INSURANCE (4724)  

Description: Facilitates physical risk management strategies through the purchase and 

evaluation of various types of insurance coverage. Provides claims management 

services. (Blended)  

SC-INTERNAL AUDIT (4725)  

Description: Reviews internal controls and procedures to ensure assets are 

safeguarded and transactions are properly authorized and recorded. Oversees the 

Sarbanes Oxley compliance efforts. (Blended)  

SC-IN-HOUSE CREATIVE SOLUTIONS (4726)  

Description: Provides program for effective, measured, and coordinated advertising. 

Manages, develops and implements communication channels to maintain effective 

communications with stakeholders. Designs and develops communication materials. 

(Blended)  
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SC-PAYROLL (4727)  

Description: Processes payroll including but not limited to time reporting, calculation of 

salaries and wages, payroll tax reporting and compliance reports for Black Hills 

Corporation and its subsidiaries. (Employee)  

SC-POWER DELIVERY MGMT (4728)  

Description: Performs resource planning, power delivery management, strategic 

planning, and construction management for the corporation’s power generation assets. 

(Generation Capacity)  

SC-PROPERTY ACCOUNTING (4729)  

Description: Maintains the accounting records for property, plant and equipment for the 

majority of subsidiaries of the corporation. Assists in  compliance with regulatory 

accounting requirements as it relates to property. Prepares various operating and 

financial reports for management. (Asset)  

SC-RECORDS MGMT (4730)  

Description: Administers and maintains the records retention policies and procedures of 

the corporation. Manages and maintains the content management software. (Blended)  

SC-SUPPLY CHAIN MGMT (4731)  

Description: Develops strategies and provides general oversight to Facilities, Contract 

Management, Strategic Sourcing, Procurement, Fleet Services, Materials Management 

and Supplier Diversity departments. (Blended)  

SC-CONTRACTS MGMT (4732)  

Description: Manages contracts, including drafting, negotiating, reviewing and 

interpreting contracts. (Blended)  

SC-STRATEGIC SOURCING (4733)  

Description: Executes the procurement process including, purchasing activities, 

managing vendor relationships, and issue resolution and tracking and expediting orders. 

(Blended)  

SC-FLEET SERV (4734)   

Description: Manages fleet expense cards, fleet contracts, vehicle purchasing, 

replacement, disposal, licensing/registration and titling. Advise on vehicle maintenance 

and repairs, alternative fuel selections and implementations.  (Blended)  
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SC-FACILITIES (4736)  

Description: Provides facility, construction, and real estate management services for 

corporate-wide facilities. Supports disaster recovery and business continuation 

planning. (Blended)  

SC-GOVERNMENTAL AFFAIRS (4741)  

Description: Advances corporate objectives by initiating, influencing, monitoring, and 

researching government legislation and policies. Acts as a liaison with legislators and 

other governmental officials. Maintains relationships with federal, state and other 

governmental bodies. (Blended)  

SC-IT ADMINISTRATION (4742)  

Description: Provides guidance, governance, and strategic planning to the overall 

information technology operations. . (Blended)  

SC-IT BUS APPS-FIN AND HR SYSTMS (4743)  

Description: Manages, maintains, and enhances the financial and human resource 

related business applications of the company. (Blended)  

SC-IT BUS APPLICATIONS-REGULATED (4744)  

Description: Manages, maintains, and enhances business applications within the utility 

companies. (Utility Blended)  

SC-IT BUS APPS-WEB SERV SUPP (4745)  

Description: Manages, maintains, and enhances the web-based service business 

applications of the company. (Blended)  

SC-IT BUS APPS-WHLSALE AND ENTPRISE (4746)  

Description: Manages, maintains, and enhances the wholesale and enterprise-wide 

business applications of the company. (Blended)  

SC-IT INFRASTRUCTURE SERV (4747)  

Description: Manages, maintains, and enhances data center operations, infrastructure 

servers, storage, system software, enterprise architecture, and corporate databases. 

(Blended)  
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SC-IT COMMUNICATIONS (4748)  

Description: Manages and supports the data and voice communication needs for the 

company. Provides telecommunication expense management services. (Blended)  

SC-IT USER SERVICES (4749)  

Description: Provides technology support services for the company, including field 

services. (Blended)  

SC-IT COMPLIANCE (4751)  

Description: Responsible for internal and external audit compliance, disaster recovery, 

change management and legal compliance related to technology (Blended)  

SC-MATERIALS MGMT (4752)  

Description: Manages inventory, obsolescence and scrap. Ensure availability of proper 

materials. Pull, restock and stage materials. (Blended)  

SC-CONTINUOUS IMPROVEMENT (4753)  

Description: Helps identify solutions to improve work processes, maximize business 

performance and add value for customers and stakeholders. (Blended)  

SC-GENERATION PLANT OPERATIONS (4754)  

Description: Operates and manages the new generation for BHCOE and BHCIPP. 

(NamePlate Generation Capacity)  

SC-IT HELPDESK / TECHNOLOGY INTEGRATION (4755)   

Description: Provides IT telephone support, technology training and technology 

integration services.  (Blended Ratio)  

SC-CPGS PLANT OPERATIONS (4756)  

Description: Operates and manages the new generation for the Cheyenne Prairie 

Generation Station. (NamePlate Generation Capacity)  

SC-PROCUREMENT (4760)  

Description: Executes the procurement process including, purchasing activities, 

managing vendor relationships, and issue resolution and tracking and expediting orders. 

(Blended)  
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SC – ASSET BLENDED (4793)  

Description: Records depreciation for the Service Company assets. (Blended)  

SC-BENEFIT POOLED (4794)  

Description: Records pooled benefit costs, primarily related to health and welfare for 

Black Hills Corporation and its subsidiaries. (Employee)  

SC-ACCOUNTING ACCRUAL ENTRIES (4795)  

Description: Records accrual of certain charges not related to specific departments or 

not significant enough to allocate to each department. (Blended)  

SC-BENEFITS LOADING (4796)  

Description: Records overhead benefit costs loaded to labor costs (Blended)   
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APPENDIX 2 

ALLOCATION FACTORS 
 

Asset Cost Ratio – Based on the total cost of assets as of December 31 for the prior 
year, the numerator of which is for an applicable BHC subsidiary and the denominator 
of which is for all applicable BHC subsidiaries.  Assets are limited to property, plant, and 
equipment, and include construction or work in process.  Assets are also reported at 
their FERC value, meaning that assets for the utility subsidiaries will not include any 
eliminations that are done to bring their FERC financial statements into compliance with 
GAAP.  FERC requires that acquired fixed assets be recorded at their gross value with 
accumulated depreciation, while GAAP requires that acquired fixed assets be recorded 
at their net value.  An elimination journal entry is used to eliminate the gross-up for 
preparation of GAAP financial statements, but this elimination journal entry is not 
factored into the calculation of the Asset Cost Ratio. 

 
The Environmental Services and Property Accounting departments utilize this ratio, and 
it is a component in both the Blended Ratio and the Holding Company Blended Ratio.  

 
Gross Margin Ratio – Based on the total gross margin for the prior year ending 
December 31, the numerator of which is for an applicable BHC subsidiary and the 
denominator of which is for all applicable BHC subsidiaries.  Gross margin is defined as 
revenue less cost of sales.  Certain intercompany transaction may be excluded from 
gross margin if they would not have occurred if the revenue relationship was with a third 
party instead of a related party. 

 
No departments utilize this ratio, but it is a component in both the Blended Ratio and the 
Holding Company Blended Ratio. 

 
Payroll Dollars Ratio – Based on the total payroll dollars for the prior year ending 
December 31, the numerator of which is for an applicable BHC subsidiary and the 
denominator of which is for all applicable BHC subsidiaries.  Payroll dollars include all 
bonuses and compensation paid to employees, but do not include items that are only 
included on an employee’s W-2 for gross-up and income tax purposes, such as life 
insurance premiums over $50,000. 

 
No departments utilize this ratio, but it is a component in both the Blended Ratio and the 
Holding Company Blended Ratio. 

 
Blended Ratio – A composite ratio comprised of an average of the Asset Cost Ratio, the 
Payroll Dollars Ratio, and the Gross Margin Ratio.  These factors are equally weighted.  
This factor is sometimes referred to as the general allocation factor. 

 
Departments that utilize this ratio include Accounting Systems, Accounts Payable, Tax, 
Credit and Risk, General Accounting, Insurance, Internal Audit, Legal , Corporate 
Affairs, Budget and Forecast, General Accounting, Accounting-Central Services, 
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Engineering Rotation Program, Insurance, Internal Audit, In-House Creative Solutions, 
Records Management, Supply Chain Management, Contract Management, Strategic 
Sourcing, Fleet Services, Facilities, Governmental Affairs,  Information Technology 
Administration, Information Technology Business Applications Wholesale and 
Enterprise, Information Technology Business Applications Web Service Support, 
Information Technology Business Applications Financial and HR Systems, Information 
Technology Infrastructure Services, Information Technology Communications, 
Information Technology User Services, Corporate Security, Information Technology 
Compliance, Materials Management, Continuous Improvement, Information Technology 
Helpdesk / Technology Integration, Procurement, Assets Blended, Accounting Accruals, 
Benefits and BHSC portion of the Rapid City Plant Street Facility, Midlands Data Facility 
and Bellevue Data Center Facility. 

 
Holding Company Blended Ratio – 5% of costs allocated to the Holding Company, with 
the remaining 95% of costs allocated using a composite ratio comprised of an average 
of the Asset Cost Ratio, the Payroll Dollars Ratio, and the Gross Margin Ratio.  These 
factors are equally weighted. 

 
Departments that utilize this ratio include Corporate Development, Corporate 
Governance and Shareholder Services, Executive Management, Finance and Treasury 
and Financial Reporting. 

 
In addition, a portion of directors and officer’s insurance expense incurred through the 
Insurance cost center will be direct charged to the BHC Holding Company. 

 
Employee Ratio – Based on the number of employees at the end of the prior year 
ending December 31, the numerator of which is for an applicable BHC subsidiary and 
the denominator of which is for all applicable BHC subsidiaries. 

 
Departments that utilize this ratio include Safety, Human Resources Corp., Human 
Resources Regulated, Compensation and Benefits, Organizational Development and 
Training, and Payroll.  Health and welfare costs for BHC will be in a pool and allocated 
to subsidiaries based on the Employee Ratio. 

 
Power Generation Capacity Ratio – Based on the total power generation capacity at the 
end of the prior year ending December 31, the numerator of which is for an applicable 
BHC subsidiary and the denominator of which is for all applicable BHC subsidiaries.  
Power generation includes capacity in service and capacity under construction. 

 
Departments that use this ratio include Power Delivery Management and Accounting-
Generation Services. 
 
Utility Asset Cost Ratio – Based on the total cost of utility assets as of December 31 for 
the prior year, the numerator of which is for an applicable BHC utility subsidiary and the 
denominator of which is for all applicable BHC utility subsidiaries.  Utility assets are 
limited to property, plant, and equipment, and include construction or work in process.  
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Assets are also reported at their FERC value, meaning that assets for the utility 
subsidiaries will not include any eliminations that are done to bring their FERC financial 
statements into compliance with GAAP.  FERC requires that acquired fixed assets be 
recorded at their gross value with accumulated depreciation, while GAAP requires that 
acquired fixed assets be recorded at their net value.  An elimination journal entry is 
used to eliminate the gross-up for preparation of GAAP financial statements, but this 
elimination journal entry is not factored into the calculation of the Utility Asset Cost 
Ratio. 
 
No departments utilize this ratio, but it is a component in the Utility Blended Ratio 
 
Utility Employee Ratio – Based on the number of utility employees at the end of the 
prior year ending December 31, the numerator of which is for an applicable BHC utility 
subsidiary and the denominator of which is for all applicable BHC utility subsidiaries. 

 
No departments currently utilize this ratio. 
 
Utility Gross Margin Ratio – Based on the total utility gross margin for the prior year 
ending December 31, the numerator of which is for an applicable BHC utility subsidiary 
and the denominator of which is for all applicable BHC utility subsidiaries.  Utility gross 
margin is defined as revenue less cost of sales.  Certain intercompany transaction may 
be excluded from utility gross margin if they would not have occurred if the revenue 
relationship was with a third party instead of a related party. 
 
No departments utilize this ratio, but it is a component in the Utility Blended Ratio. 
 
Utility Payroll Dollars Ratio – Based on the total utility payroll dollars for the prior year 
ending December 31, the numerator of which is for an applicable BHC utility subsidiary 
and the denominator of which is for all applicable BHC utility subsidiaries.  Utility payroll 
dollars include all bonuses and compensation paid to employees, but do not include 
items that are only included on an employee’s W-2 for gross-up and income tax 
purposes, such as life insurance premiums over $50,000. 
 
No departments utilize this ratio, but it is a component in the Utility Blended Ratio. 
 
Utility Blended Ratio – A composite ratio comprised of an average of the Utility Asset 
Cost Ratio, the Utility Payroll Dollars Ratio, and the Utility Gross Margin Ratio.  These 
factors are equally weighted. 
 
The IT Business Applications Regulated department utilizes this ratio.   
 
Nameplate Generation Capacity Ratio – Based on the total facility’s power generation 
capacity at the end of the prior year ending December 31, the numerator of which is for 
an applicable BHC subsidiary and the denominator of which is for all applicable BHC 
subsidiaries.  Nameplate generation includes capacity in service and capacity under 
construction at the facility. 
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The Generation Plant Operations and CPGS Plant Operations departments utilize this 
ratio. 
 
Square Footage Ratio – The total square footage of a given facility, the numerator of 
which is for an applicable BHC subsidiary and the denominator of which is for all 
applicable BHC subsidiaries.   
The Rapid City Plant Street Facility and the Denver Office Facility operating units utilize 
this ratio.    
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TAB Bl 



CHEYENNE LIGHT, FUEL AND
POWER COMPANY

BLACK HILLS NON-REGULATED
HOLDINGS, LLC BLACK HILLS POWER, INC. BLACK HILLS UTILITY

HOLDINGS, INC.

BLACK HILLS EXPLORATION
AND PRODUCTION, INC.

WYODAK RESOURCES
DEVELOPMENT CORP.

BLACK HILLS ELECTRIC
GENERATION, LLC

BLACK HILLS SERVICE
COMPANY, LLC

BLACK HILLS CORPORATION

BLACK HILLS/COLORADO
ELECTRIC UTILITY

COMPANY, LP

BLACK HILLS/
COLORADO UTILITY

COMPANY II, LLC

BLACK HILLS/IOWA
GAS UTILITY 

COMPANY, LLC

BLACK HILLS/
KANSAS GAS UTILITY

COMPANY, LLC

BLACK HILLS/
NEBRASKA GAS UTILITY

COMPANY, LLC

BLACK HILLS/
COLORADO UTILITY

COMPANY, LLC

BLACK HILLS/COLORADO
GAS UTILITY

COMPANY, LP

NATURAL/PEOPLES
LIMITED LIABILITY

COMPANY

Doing business as BLACK HILLS ENERGY

Date:  01-01-13

Page 1 of 2

50%

(See page 2)



BLACK HILLS NON-REGULATED
HOLDINGS, LLC

WYODAK RESOURCES
DEVELOPMENT CORP.

BLACK HILLS CORPORATION

Date:  01-01-13

Page 2 of 2

BLACK HILLS 
CABRESTO 

PIPELINE, LLC

BLACK HILLS ELECTRIC
GENERATION, LLC

BLACK HILLS
MIDSTREAM, LLC

BLACK HILLS GAS
RESOURCES, INC.

BLACK HILLS GAS
HOLDINGS CORP.

BLACK HILLS 
PLATEAU

PRODUCTION, LLC

MALLON OIL 
COMPANY, 
SUCURSAL

COSTA RICA

BLACK HILLS
WYOMING, LLC

BLACK HILLS 
COLORADO IPP, 

LLC

GENERATION 
DEVELOPMENT
COMPANY, LLC

BLACK HILLS EXPLORATION
AND PRODUCTION, INC.
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TABB3 



LIST OF OFFICERS 
BLACK HILLS/KANSAS GAS UTILITY COMPANY, LLC 

 

OFFICER TITLE AREA OF RESPONSIBILITY 

   
David R. Emery Chairman and Chief Executive Officer   Oversees all company operations 
   
Linden R. Evans President and Chief Operating Officer – Utilities  Oversees all utility operations 
   
Anthony S. Cleberg Executive Vice President and Chief Financial 

Officer (also Assistant Treasurer and Assistant 
Secretary) 

Oversees finance, accounting 

   
Steven J. Helmers Senior Vice President, General Counsel and Chief 

Compliance Officer (also Assistant Secretary) 
Legal, compliance, contracts 

   
Robert A. Myers Senior Vice President – Chief Human Resources 

Officer 
Compensation, benefits 

   
Scott A. Buchholz Senior Vice President – Chief Information Officer Information technology, billing 

systems, customer information, 
supply chain 

   
Roxann R. Basham Vice President – Governance and Corporate 

Secretary 
Company records, internal audit 

   
Stephen L. Pella Vice President – Corporate Affairs Oversees regulatory affairs, 

resource planning, public 
relations, governmental affairs,  
marketing 

   
Perry S. Krush Vice President – Supply Chain Supply chain 
   
Richard W. Kinzley Vice President – Corporate Controller Accounting 
   
Brian G. Iverson Vice President – Treasurer Financing, cash management 
   
Kyle D. White Vice President – Regulatory Affairs Regulatory affairs 
   
Jeffrey B. Berzina Vice President – Strategic Planning and 

Development 
Planning, strategy 

   
Stuart A. Wevik Vice President – Utility Operations Oversees utility operations 
   
Ivan Vancas Vice President – Operations Services Safety, environmental, marketing 

services 
   



OFFICER TITLE AREA OF RESPONSIBILITY 
Randy D. Winkelman Vice President – Customer Service Customer service, customer 

billing 
   

 
Trent Cozad Vice President – Natural Gas Supply Services Gas purchases 
   
Steven M. Jurek Vice President – Regulatory Services  Regulatory filings, rates 
   
Wendy M. Moser Vice President – Regulatory Services and 

Resource Planning 
Resource planning, regulatory 
affairs, rates 
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Year-To-Date Year-To-Date Year-To-Date

2012 2011 Variance

480000 RESIDENTIAL GAS SALES 54,079,376 65,352,196 (11,272,820)

480001 RESIDENTIAL UNBILLED GAS 1,016,402 (167,113) 1,183,515

481000 COMMERCIAL FIRM GAS REVENUE 15,532,983 19,561,537 (4,028,554)

481001 COMMERCIAL FIRM UNBIL GAS REV (443,998) (1,144) (442,854)

481010 COMMERCIAL INTERR GAS REVENUE 589,214 801,972 (212,758)

481100 INDUSTRIAL FIRM GAS REVENUE 269,032 374,716 (105,684)

481101 INDUSTRIAL FIRM UNBIL GAS REV 12,245 (36,217) 48,462

481110 INDUSTRIAL INTERR GAS REVENUE 13,332,466 19,232,848 (5,900,383)

482000 OTH PUB AUTH GAS REV (1,106) 0 (1,106)

483001 SALES FOR RESALE UNBIL GAS RE (98,063) (5,550) (92,513)

483000 SALES FOR RESALE GAS 469,271 672,632 (203,361)

487000 FORFEITED DISC/LATE PMT GAS 367,743 430,107 (62,364)

488000 MISC SERVICE REV GAS 746,387 808,520 (62,133)

489304 INDUSTRIAL INTERR TRANSPRT REV 2,828,983 2,899,972 (70,988)

489303 COMMERCIAL INTERR TRANSPRT REV 227,576 221,712 5,864

489302 INDUSTRIAL FIRM TRANSPORT REV 1,013,346 1,016,943 (3,597)

489301 COMMERCIAL FIRM TRANSPORT REV 1,691,948 1,770,528 (78,579)

495000 Other Revenue And Royalties 3,638,960 1,125,114 2,513,846

TOTAL OPERATING REVENUE 95,272,765 114,058,771 (18,786,006)

850000 TRANS OPS SUPERV & ENG 69,379 87,061 (17,681)

851000 TRANS SYS CONTR & LOAD DISPATC 0 1,289 (1,289)

856000 TRANS MAINS EXPENSE 101,966 171,380 (69,414)

857000 TRANS MEAS & REGUL STATION EXP 28,593 24,178 4,415

870000 DIST OPS SUPERVISION AND ENGIN 777,368 825,583 (48,215)

874002 ROUTINE LEAK SURV MAINS & SVCS 453,158 421,420 31,738

874001 PERF DISTRIB MAIN LOCATES-GAS 741,665 723,267 18,398

874000 OPER/INSPECT UG DIST MAINS-GAS 766,054 556,186 209,868

875001 OPERATE/INSPECT FARM TAPS(O&M) 58,387 54,270 4,118

877000 DIST MEAS & REG STAT - CITY GA 2,712 6,076 (3,364)

876000 DIST MEAS & REG STAT - INDUS 160,476 165,364 (4,888)

875000 DIST MEAS & REG STAT - GENERAL 78,462 80,927 (2,464)

878001 PERF CONNECTS/DISCON/RECON-GAS 1,166,902 1,184,849 (17,947)

878000 OPER/INSP MTRS COLLECT DATAGAS 301,808 285,105 16,702

871000 DIST LOAD DISPATCHING 0 271 (271)

879000 DIST CUSTOMER INSTALLATIONS 594,826 556,638 38,188

881000 DIST OPER RENTS 895 2,631 (1,736)

880001 CO USED GAS O&M OFFSET 13,010 2,759 10,251

880000 DIST OPS OTHER EXPENSE 1,854,185 2,095,595 (241,410)

873000 DISTR FUEL/POWER COMPR STATION 42 0 42

872000 DIST COMPR STAT LABR & EXP 0 76 (76)

804000 NATURAL GAS CITY GATE PURCHASE 45,991,512 65,778,708 (19,787,196)

804002 I/C GAS FOR OTHER NON ELIM 275,975 0 275,975

805000 OTHER GAS PURCHASES (698) (747) 49

805001 COST OF UNBILLED REVENUE 422,597 (212,236) 634,833

805100 PURCHASED GAS COST ADJUSTMENTS (247,917) 3,820,229 (4,068,146)

805200 FINANCIAL GAS COST ADJ (1,077,036) (1,360,512) 283,476

808100 GAS WITHDRAWN FROM STORAGE DR 5,812,173 5,951,485 (139,312)

808200 GAS DELIVERED TO STORAGE CR (3,632,383) (6,939,943) 3,307,560

812000 GAS USED FOR OTHER UTILITY OPS (12,996) (20,245) 7,249

813000 OTHER GAS SUPPLY EXPENSES 0 397 (397)

814000 UG STORAGE OPS SUPERV & ENG 3 2,854 (2,850)

Income Statement - Prior Year Comparison - FERC Reporting Acct Detail 
Business Unit: BH KANSAS GAS UTILITY CO LLC 

December, 2012 QTD & YTD 
Run For: All Products, All Resource Codes, All Allocation Types 
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Year-To-Date Year-To-Date Year-To-Date

2012 2011 Variance

Income Statement - Prior Year Comparison - FERC Reporting Acct Detail 
Business Unit: BH KANSAS GAS UTILITY CO LLC 

December, 2012 QTD & YTD 
Run For: All Products, All Resource Codes, All Allocation Types 

TOTAL ELECTRIC/GAS OPERATING EXPENSE 54,701,121 74,264,915 (19,563,794)

901000 CUST ACCTS SUPERVISION 275,249 279,913 (4,665)

902002 OTHER METER READING EXPENSES 1 83,158 (83,158)

902001 RE-READ METERS 43,901 59,896 (15,995)

902000 READ METERS 712,541 1,071,403 (358,861)

903002 PROC/COLLECT DELINQUENT ACCTS 241,798 253,487 (11,688)

903001 PROCESS CUSTOMER REMITTANCES 75,597 70,192 5,405

903000 CUST ACCTS RECORDS & COLLECTIO 1,699,839 1,739,711 (39,872)

904000 UNCOLLECTIBLE ACCOUNTS 192,635 276,727 (84,093)

905000 MISC CUSTOMER ACCOUNTS 195,358 225,605 (30,247)

907000 CUSTOMER SERVICE SUPERVISION 481,102 496,163 (15,061)

908000 CUSTOMER ASSISTANCE EXP 446,209 431,505 14,705

909000 INFORMATIONAL & INSTRUCT ADS 70,941 56,564 14,377

910000 MISC CUST SERVICE & INFO 37,871 15,509 22,362

912000 SALES DEMONSTRATING & SELLING 104,598 78,073 26,525

916000 MISCELLANOUS SALES EXPENSES 9,969 4,058 5,911

911000 SALES SUPERVERION 174,370 198,300 (23,930)

913000 SALES ADVERTISING EXPENSES 11,918 7,259 4,658

920000 ADMIN AND GENERAL SALARIES 10,229,662 8,708,357 1,521,304

920999 LABOR OVERHEAD OFFSET (3,540,978) (3,000,664) (540,314)

921000 OFFICE SUPPLIES & EXPENSE 1,469,188 1,599,321 (130,133)

922000 ADMIN EXP TRANS CREDIT (441,052) (425,398) (15,655)

923000 OUTSIDE SERVICES 954,620 1,201,986 (247,366)

924000 PROPERTY INSURANCE 5,531 31,275 (25,744)

925000 INJURIES AND DAMAGES 203,373 672,362 (468,989)

926000 EMPLOYEE PENSIONS & BENEFITS 4,441,225 4,136,415 304,810

926999 BENEFIT OVERHEAD OFFSET (4,291,036) (3,925,753) (365,283)

928000 REGULATORY COMMISSION EXP 9,812 534,055 (524,243)

930100 GENERAL ADVERTISING 93,752 89,577 4,175

930200 MISCELLANEOUS GENERAL EXP 232,694 241,326 (8,632)

930299 GAAP TO FERC BANK FEES 71,019 0 71,019

931000 A & G RENTS 154,951 262,413 (107,462)

931001 I/C RENT EXPENSE 44,787 0 44,787

TOTAL A&G & OTHER EXPENSES 14,411,444 15,472,795 (1,061,350)

TOTAL OPERATING EXPENSE 69,112,565 89,737,710 (20,625,145)

861000 TRANS MAINT SUPERV & ENGIN 15,119 13,627 1,493

863000 TRANS MAINT OF MAINS 327,375 497,627 (170,252)

865000 TRANS MNT  MEAS & REG STAT EQU 48,581 35,434 13,147

867000 TRANS MAINT OF OTHER EQUIP 600 500 100

888000 DIST MAINT COMPR STATION EQUIP 56,266 9,522 46,744

885000 DIST MAINT SUPER & ENG 108,421 97,182 11,239

889001 MAINTAIN FARM TAPS (O&M) 5,915 3,637 2,279

891000 DS MNT MS & REG STAT EQ-CITY G 168,040 213,735 (45,695)

890000 DS MNT MEAS & REG STAT EQ-IND 26,235 27,380 (1,144)

889000 DS MNT MEAS & REG STAT EQ-GEN 145,018 142,831 2,187

894000 DIST MAINT OF OTHER EQUIP 26,009 8,122 17,887

892000 DIST MAINT OF SERVICES 98,205 129,504 (31,299)

887001 PERFMAINT_3RDPRTYDMG-UGDISTGAS (10,224) (7,837) (2,387)

887000 PERF UG DISTRIB LINE MAINT-GAS 405,920 333,891 72,029

886000 DIST MAINT STRUCT & IMPROVE 26,900 23,590 3,310

893000 DIST MAINT METERS & HSE REGS 189,160 196,966 (7,806)
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Year-To-Date Year-To-Date Year-To-Date

2012 2011 Variance

Income Statement - Prior Year Comparison - FERC Reporting Acct Detail 
Business Unit: BH KANSAS GAS UTILITY CO LLC 

December, 2012 QTD & YTD 
Run For: All Products, All Resource Codes, All Allocation Types 

TOTAL MAINTENANCE EXPENSES 1,637,541 1,725,710 (88,169)

935000 MAINTENANCE GENERAL PLANT 538,048 503,717 34,331

TOTAL A&G MAINTENANCE EXPENSES 538,048 503,717 34,331

TOTAL MAINTENANCE EXPENSE 2,175,589 2,229,427 (53,838)

   403000 DEPRECIATION 4,937,897 4,442,690 495,207

DEPREC EXPENSE DEPRECIATION EXPENSE 4,937,897 4,442,690 495,207

   405000 AMORTIZATION EXPENSE 114,284 114,415 (131)

AMORT & DEPL UTILTY AMORT & DEPL OF UTILITY PLANT 114,284 114,415 (131)

   408100 Taxes Oth-Than Income Taxes 1,118,993 1,065,181 53,812

   408130 TOTI-PROPERTY TAXES 3,873,090 3,458,475 414,615

   408199 TAXES OTI CAPITAL OFFSET (1,011,352) (1,058,659) 47,307

TAXES OTHER THAN INC TAXES OTHER THAN INCOME 3,980,731 3,464,997 515,734

   409100 CURRENT FED INC TAX (1,044,089) (307,645) (736,444)

   409199 GAAP TO FERC-CURR FED INC TAX (23) (4,157) 4,134

   410998 GAAP TO FERC DEF FED INC TAX EXPENSE 290,178 0 290,178

INC TAXES FEDERAL INCOME TAXES FEDERAL (753,934) (311,801) (442,132)

   409101 CURRENT STATE INC TAX 26,578 9,441 17,137

   410999 GAAP TO FERC DEF STATE INC TAX EXPENSE 16,920 0 16,920

INC TAXES OTHER INCOME TAXES OTHER 43,498 9,441 34,057

   410101 DEFERRED CURRENT STATE INC TAX 739,228 654,890 84,338

   410100 DEFERRED CURRENT FED INC TAX 12,054,690 11,401,272 653,418

PROV DEF INC TAX PROVISION FOR DEF INCOME TAX 12,793,917 12,056,162 737,755

   411101 DEF INC TAX ST CR OPERATING (859,531) (454,274) (405,257)

   411100 DEF INC TAX FED CR OPERATING (8,390,037) (8,245,198) (144,839)

LESS PROV DEF INC TX LESS PROV DEF INCOME TAX CRED (9,249,569) (8,699,472) (550,097)

OTHER OPERATING EXPENSES 11,866,826 11,076,432 790,393

TOTAL UTILITY OPERATING EXPENS 83,154,980 103,043,569 (19,888,589)

NET UTILITY OPERATING INCOME 12,117,786 11,015,202 1,102,583

         415000 MERCHANDISE REVENUES 552,350 968,934 (416,583)

      REV MERCH JOBBING REVENUE MERCH JOBBING CONTRACT 552,350 968,934 (416,583)

         416000 EXP MERCH JOBBING & CONTRACT 244,615 508,537 (263,923)

      LESS COST & EXP MERC LESS COST & EXPENSE MERCH JOB 244,615 508,537 (263,923)

         417057 OTHER REVENUE AND ROYALTIES NR 537,439 432,814 104,625

         417000 NONUTILITY REVENUES 4,026,234 3,937,191 89,043

      REV NON UTILITY OPS REVENUE NON UTILITY OPERATIONS 4,563,673 4,370,005 193,668

         417180 NONUTILITY DEPRECIATION EXP 41,389 46,747 (5,358)

         417170 NONUTILITY MAINTENANCE EXPENSE 41 126 (85)

         417165 EXP FOR UNCOLLECT ACCT NONREG 13,666 113,581 (99,914)

         417162 ADMIN AND GEN-EMPL BENEFITS 192,104 182,601 9,503

         417161 NONUTILITY ADMIN & GENERAL (32,798) 49,624 (82,423)

         417160 NONUTILITY SELLING EXPENSE 171,957 219,728 (47,771)

         417158 NONUTILITY OPS EXPENSE OTHER 75,942 170,480 (94,538)

         417101 NONUTILITY EXP - OTHER O&M 579,527 540,431 39,096

         417100 NONUTILITY EXPENSES - COS 2,152,580 2,351,488 (198,908)

      LESS EXP NON UTILITY LESS EXPENSE NON UTILITY OPS 3,194,408 3,674,807 (480,399)

         418000 NONOPERATING RENTAL INCOME 6,000 86,884 (80,884)

      NON OP RENTAL INCOME NON OPERATING RENTAL INCOME 6,000 86,884 (80,884)

         419000 INTEREST INCOME - 3RD PARTY 9,812 5,455 4,357

         419005 DIVIDEND INCOME 0 1,578 (1,578)
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         419050 I/C INTEREST INCOME FROM UMP 391,551 1,077,977 (686,426)

         419052 I/C INT INC ALLOC FROM BHSC 1,695 118 1,577

      INT & DIVIDEND INC INTEREST & DIVIDEND INCOME 403,058 1,085,128 (682,070)

         421000 Misc Nonoperating Income 72,408 17,459 54,949

      MISC NON OP INCOME MISC NON OPERATING INCOME 72,408 17,459 54,949

         421199 GAIN ON ASSET SALES 1 0 1

         421198 O&M GAIN ON SALE OF ASSET 1,612 50,433 (48,821)

         421999 GAAP TO FERC  GN ON ASSET SALE 846,000 0 846,000

      GAIN DISPO PROPERTY GAIN ON DISPOSITION  PROPERTY 847,613 50,433 797,181

   TOTAL OTHER INCOME 3,006,079 2,395,497 610,582

         426100 MISC NONOPER DONATIONS 163,754 191,855 (28,101)

      DONATIONS 163,754 191,855 (28,101)

         426300 MISC NONOPER PENALTIES 177 410 (233)

      PENALTIES 177 410 (233)

         426400 MISC NONOPER CIVIC & POLITICAL 22,700 29,419 (6,719)

      EXP CIVIC POLITICAL EXP CIVIC POLITICAL & RELATED 22,700 29,419 (6,719)

         426500 MISC NONOPER OTHER 11,699 (5,902) 17,601

      OTHER DEDUCTIONS 11,699 (5,902) 17,601

   TTL OTH INC DEDUCT TOTAL OTHER INCOME DEDUCTIONS 198,330 215,782 (17,451)

         408200 TAXES OTHR TN INCTAX NON UTIL 0 44,919 (44,919)

         408230 TOTI-PROPERTY TAXES NON UTILITY 8 0 8

      TAXES OTHER TAXES ON OTHER INCOME 8 44,919 (44,911)

         409200 CURR INC TAX FED NONOPERATING 524,896 315,313 209,584

      INC TAX FED OTHER FED INC TAX OTHER INC DED 524,896 315,313 209,584

         409201 CURR INC TAX ST NONOPERATING 28,489 18,385 10,103

      INC TAX STATE OTHER STATE INC TAX OTHER INC & DED 28,489 18,385 10,103

   TAXES OTH INC & DED TAXES OTHER INCOME & DEDUCTION 553,393 378,617 174,776

NET OTH INC & DED NET OTHER INCOME & DEDUCTIONS 2,254,356 1,801,098 453,258

TOTAL OTHER INCOME & DEDUCTIONS 2,254,356 1,801,098 453,258

      430000 I/C INTEREST EXPENSE TO UMP 583,205 1,383,361 (800,156)

      430002 I/C INT EXP ALLOC FROM BHSC 1,940 6,119 (4,179)

      430005 I/C INTEREST EXPENSE AFFILIATE 4,989,160 4,795,358 193,802

      430999 GAAP TO FERC - BANK FEES (35,724) 0 (35,724)

   INT DEBT ASSOC COMP INTEREST ON DEBT ASSOC COMPANY 5,538,581 6,184,837 (646,256)

      428999 GAAP TO FERC AMORTIZATION EXP (11,118) 0 (11,118)

      431000 INTEREST EXPENSE - 3RD PARTY 385,486 866,177 (480,691)

      431001 INTEREST ON CUSTOMER DEPOSITS 2,315 9,773 (7,458)

      431999 GAAP TO FERC-INTEREST EXPENSE (24,154) 4,157 (28,311)

   OTH INTEREST EXPENSE OTHER INTEREST EXPENSE 352,529 880,108 (527,579)

      432000 AFUDC DEBT (117,003) (182,830) 65,826

   LESS AFUDC BORROWED (117,003) (182,830) 65,826

NET INTEREST CHRGS NET INTEREST CHARGES 5,774,106 6,882,115 (1,108,009)

NET INTEREST CHARGES 5,774,106 6,882,115 (1,108,009)

NI BEFORE EXTRAORDINARY ITEMS 8,598,036 5,934,186 2,663,850

EXTRAORDINARY ITEMS 0 0 0

TOTAL NET INCOME 8,598,036 5,934,186 2,663,850

Report: Income Stmt - QTD & YTD w Pr Yr for FERC Rpt Detail Page: 1 of 1  

Printed: Feb 4, 2013 10:31 AM Hyp 11.1.1.3 

Data from the PSGLFERC Essbase Cube 
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Y2012 Y2011

Account Description I-T-D(December) I-T-D(December)

ASSETS:
UTILITY PLANT:

      101000 PLANT IN SERVICE 113,855,941 94,889,051 18,966,891

      101001 PLANT IN SERVICE INTANGIBLES 3,205,293 3,208,194 (2,900)

      101304 PLANT IN SERVICE ARO 4,062 7,758 (3,696)

      101999 GAAP TO FERC PLANT 76,219,692 84,438,290 (8,218,598)

      106000 COMPLETE NOT CLASSIFIED IN CPR 2,683,008 4,579,560 (1,896,551)

      114000 PLANT ACQUISITION ADJUSTMENTS 5,234,286 5,234,286 0

      114003 PLANT ACQUISITION ADJ - OTHER (124,688) (124,688) 0

      114005 PLANT ACQ ADJ - BHP (171,347) 0 (171,347)

      118990 BHUHC UTILITY PLANT ALLOC 23,275,688 25,811,650 (2,535,962)

      118999 COMMON UTILITY PLANT ALLOC 3,402,952 2,895,486 507,466

   UTILITY PLANT 227,584,888 220,939,586 6,645,302

      107000 CONSTRUCTION WORK IN-PROGRESS 793,762 3,370,126 (2,576,364)

   CWIP Construction Work In Progress 793,762 3,370,126 (2,576,364)

TOTAL UTILITY PLANT 228,378,650 224,309,712 4,068,938

   108000 PLT IN SERV-ACCUM DEPREC-ORIG 33,428,411 38,610,235 (5,181,824)

   108001 RETIREMENT WORK IN PROGRESS 16,982 (9,049) 26,031

   108002 PLT IN SERV-ACCUM DEPR-REM COS (126,355) 570,147 (696,503)

   108003 PLT IN SERV-ACCUM DEPREC-SALV (851,940) (851,940) 0

   108004 ACCUM DEPR/RET/REM/SALV (30,358,548) (30,358,548) 0

   108005 ACCUM DEPR/RET/REM/SALVT&WE (825,152) (825,152) 0

   108006 ACCUM AMORT - INTANGIBLES (1,535,965) (1,424,411) (111,554)

   108304 ACCUMULATED DEPR-LEGAL ARO (2,247) (4,441) 2,194

   108999 GAAP TO FERC ACCUM DEPR (75,373,692) (84,438,290) 9,064,598

   111000 PLT IN SERV-ACC AMORT -REGUTIL (45,175) (91,042) 45,867

   119990 BHUHC ACCUM DEPR-ALLOC (10,939,913) (14,296,220) 3,356,307

   119998 MON UTIL ACC DEPR CUR CUR ALLOC (1,353,029) (1,351,846) (1,183)

   119999 COMMON UTIL-ACC DEPR-ALLOC (2,067,960) (1,690,643) (377,317)

ACCUM DEPRECIATION (90,034,584) (96,161,202) 6,126,617

NET UTILITY PLANT 138,344,065 128,148,510 10,195,555

OTHER PROPERY AND INVESTMENTS:

   121990 BHUHC NON UTILITY PLANT ALLOC 620,556 760,120 (139,564)

   121999 NON UTILITY PLANT ALLOC 182,877 155,606 27,272

   121000 NONUTILITY PROPERTY 348,870 574,883 (226,013)

NON UTILITY PROPERTY 1,152,303 1,490,608 (338,305)

   122000 NON-UTIL PLT-ACCUM DEPR-ORIG (518,713) (381,419) (137,294)

   122200 PLT IN SERV-ACCM AMORT-NONUTIL (1,273) (1,273) 0

   122990 BHUHC ACCUM DEPR-NON UTIL PLT (507,816) (677,042) 169,226

   122999 NON UTIL-ACCDEPR-ALLOC (111,134) (90,856) (20,277)

ACCUM PROV DEPREC ACCUM PROV FOR DEPRECIATION (1,138,935) (1,150,590) 11,655

TTL  OTH PROPERTY & INVESTMENT 13,368 340,019 (326,651)

CURRENT AND ACCRUED ASSETS:

   131232 WELLS FARGO OTHER MANUAL 14,573 14,573 0

   131221 WELLS FARGO PMT SVCS 60,474 24,619 35,855

   131152 WELLS FARGO WFED LOCK BOX 23,032 23,032 0

   131148 WELLS FARGO OPER CASH 1,075,410 197,741 877,668

CASH ACCOUNTS 1,173,489 259,965 913,523

   142006 CUSTOMER A/R INSTALL 226,926 233,471 (6,545)

Change from Prior 

Year End

Balance Sheet CY & PY and PY Dec w Chg Amt (All Products) 
Business Unit: BH KANSAS GAS UTILITY CO LLC 
HTD December, 2012 
Run For: Scenario, All Resource Codes, All Allocation Types 

Data from the PSGLFERC Essbase Cube 
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Y2012 Y2011

Account Description I-T-D(December) I-T-D(December)

Change from Prior 

Year End

Balance Sheet CY & PY and PY Dec w Chg Amt (All Products) 
Business Unit: BH KANSAS GAS UTILITY CO LLC 
HTD December, 2012 
Run For: Scenario, All Resource Codes, All Allocation Types 

Data from the PSGLFERC Essbase Cube 

   142003 CUSTOMER A/R FINANCE PROGRAM 17,156 24,440 (7,284)

   142002 CUSTOMER A/R MERC 39,285 84,733 (45,448)

   142001 CUSTOMER A/R OFF SYSTEM 314,000 361,000 (47,000)

   142000 CUSTOMER ACCTS RECEIVABLE CIS 6,006,085 7,366,587 (1,360,501)

CUST ACCT RECEIVABLE CUSTOMER ACCOUNTS RECEIVABLE 6,603,453 8,070,231 (1,466,778)

   143038 A/R MEDICARE SUBSIDY 47,598 83,608 (36,010)

   143028 A/R TO BE COLLECTED FOR OTHERS 1,393 (190) 1,584

   143012 A/R OTHER EMPLOYEE LOANS 6,660 8,516 (1,857)

   143008 A/R DAMAGE CLAIMS 43,017 33,775 9,242

   143007 A/R ADMINISTRATIVE SERVICES 7,517 7,739 (222)

   143003 A/R CONTRIB IN AID OF CONSTRUC 50,017 105,256 (55,238)

   143000 A/R MISCELLANEOUS 8,236 0 8,236

OTHER ACCTS RECVBL OTHER ACCOUNTS RECEIVABLE 164,438 238,703 (74,266)

   144000 ACCUM PROV FOR UNCOLL ACCTS (33,544) (179,729) 146,185

ACCUM PROV-UNCOLL ACCUM PROV FOR UNCOLLECTIBLE (33,544) (179,729) 146,185

   145000 I/C NOTES RECEIVABLE FROM UMP 11,205,864 26,994,403 (15,788,539)

   145100 I/C INTEREST REC FROM UMP 0 71,538 (71,538)

NOTES REC  INTER CO NOTES RECEIVABLE INTER COMPANY 11,205,864 27,065,940 (15,860,077)

   146000 I/C ACCOUNTS RECEIVABLE 263,404 881,483 (618,078)

ACCTS REC INTER CO ACCTS RECEIVABLE INTER COMPANY 263,404 881,483 (618,078)

   154000 MATERIALS AND SUPPLIES GENERAL 369,606 417,750 (48,144)

   154003 INVENTORY MANUAL 29,743 1,134 28,609

   154007 INVENTORY-TRANSFERS IN TRANSIT 2,566 320 2,246

PLANT MATERIAL & OP PLANT MATERIALS & OP SUPPLIES 401,915 419,205 (17,290)

   163000 STORES EXPENSE UNDISTRIBUTED- 476,288 325,851 150,437

STORES EXP UNDIST STORES EXPENSE UNDISTRIBUTED 476,288 325,851 150,437

   164118 STORED UNDERGROUND-CENTERPOINT 955,692 1,253,841 (298,149)

   164107 GAS STORED UNDGERGROUND WNG 1,657,518 2,277,015 (619,497)

   164104 GAS STORED UNDERGROUNDKNE 246,372 291,184 (44,813)

   164102 GAS STORED UNDGERGROUND NNG 1,118,867 1,808,549 (689,683)

   164100 GAS STORED UNDERGROUND- (1,067,176) (538,241) (528,935)

GAS STORED UG CRNT GAS STORED UNDERGROUND CRNT 2,911,272 5,092,349 (2,181,077)

   165180 PREPAID STATE TAXES 0 280,861 (280,861)

   165007 PREPAID FEDERAL TAXES 295,642 216,126 79,516

   165002 PREPAID INSURANCE 30,761 35,000 (4,239)

   165020 PREPAID DUES AND SUBSCRIPTIONS 0 0 0

PREPAYMENTS 326,403 531,987 (205,585)

   173000 ACCRUED UNBILLED REVENUES 8,624,396 8,097,111 527,286

ACCD UTILITY REVENUE ACCRUED UTILITY REVENUES 8,624,396 8,097,111 527,286

   174005 EXCHANGE GAS RECEIVABLE PEPL 87,086 122,037 (34,951)

   174007 EXCHANGE GAS RECEIVABLE WMS 0 27,779 (27,779)

MISC CRNT ACCD ASSTS MISC CURRENT & ACCURED ASSETS 87,086 149,816 (62,730)

TTL CURRENT & ACCRUED ASSETS 32,204,464 50,952,913 (18,748,448)

DEFFERRED DEBITS:

   182300 REG ASSET OTHER 5,012,239 2,038,840 2,973,399

   182301 REG ASSET ENVIROMEN ST 746 0 746

   182305 REG ASSET ARO 17,310 35,084 (17,775)

   182309 REG ASSET FAS 106 PRIOR SVC 325,997 484,757 (158,761)

   182310 REG ASSET PENSION PRIOR SVC 1,340,062 1,556,523 (216,461)

   182313 REGULATORY ASSSET - COMP ABS 0 24,789 (24,789)

   182315 REG ASSET FAS 106 933,074 1,095,438 (162,364)
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Y2012 Y2011

Account Description I-T-D(December) I-T-D(December)

Change from Prior 

Year End

Balance Sheet CY & PY and PY Dec w Chg Amt (All Products) 
Business Unit: BH KANSAS GAS UTILITY CO LLC 
HTD December, 2012 
Run For: Scenario, All Resource Codes, All Allocation Types 

Data from the PSGLFERC Essbase Cube 

   182316 REG ASSET PENSION 6,371,022 6,077,864 293,158

OTHER REG ASSETS OTHER REGULATORY ASSETS 14,000,449 11,313,296 2,687,153

   184017 MISC CAPITAL CLEARING 0 0 0

   184003 FIELD ENGINEERING CLEARING 61,861 18,640 43,221

   184000 FLEET/TRANSPORTATION CLEARING 65,322 24,666 40,656

CLEARING ACCOUNTS 127,183 43,306 83,877

   186001 MISC DEFERRED DEBITS-IN PROCES 1,848 0 1,848

   186002 DEFERRED RATE CASE EXPENSES 66,646 69,385 (2,739)

   186023 METER SHOP CAPEX STATE ALLOC 806,008 709,214 96,794

   186998 DEFERRED ASSETS - OTHER 5,708 4,924 783

MISC DEFERRED DEBITS 880,209 783,523 96,686

   190520 DEFERRED TAX ASSET LT 4,384,028 5,645,638 (1,261,610)

   190299 DEF TAX ASSET STATE INC TAX ST 24,944 24,953 (9)

   190190 DEF TAX AMORTIZATION OF CIAC (413) (413) 0

   190175 DEFERRED TAX ASSET ST 376,400 396,139 (19,739)

   190599 DEF TAX ASSET STATE INC TAX LT 699,424 326,742 372,682

ACCUM DEF INC TAXES ACCUM DEFERRED INCOME TAXES 5,484,383 6,393,059 (908,676)

   191600 UNREC PGA CST EST-GEN SYS 2,041,311 414,137 1,627,174

   191560 UNREC PGA CAP REL-SH SHAREDREV 97,230 64,523 32,707

   191549 UNREC PGA CAPACITY RELEASE (194,460) (129,045) (65,415)

   191541 UNREC PGA CST PND KS (452,144) 1,257,598 (1,709,742)

   191300 UNREC PGA CST UNBILLED (6,013,176) (5,590,579) (422,597)

   191100 UNREC PGC ACTUAL-GEN SYSTEM 4,521,238 4,173,073 348,166

UNREC PURCH GAS UNRECOVERED PURCHASED GAS 0 189,706 (189,706)

DEFERRED DEBITS 20,492,225 18,722,891 1,769,334

TOTAL ASSETS AND OTHER DEBITS: 191,054,122 198,164,332 (7,110,210)

LIABILITIES AND SHAREHOLDERS EQUITY:

PROPRIETARY CAPITAL:

   211001 ADDL PAID IN CAPITAL 55,514,021 55,514,021 0

OTH PAID IN CAPITAL OTHER PAID IN CAPITAL 55,514,021 55,514,021 0

   216000 RETAINED EARNINGS GENERAL 0 11,987,782 (11,987,782)

RETAINED EARNINGS 0 11,987,782 (11,987,782)

TOTAL PROPRIETARY CAPITAL 55,514,021 67,501,803 (11,987,782)

LONG-TERM DEBT:

OTHER NON-CURRENT LIABILITIES:

   228204 RESERVE MEDICAL 88,316 102,936 (14,620)

   228203 RESERVE AUTO LIABILITY 0 (41,151) 41,151

   228202 RESERVE WORKERS' COMPENSATION 586,559 707,165 (120,606)

   228200 RESERVE GENERAL LIABILITY 158,065 129,530 28,536

ACCUM PROV INJRY DAM ACCUM PROV INJURIES & DAMAGES 832,940 898,480 (65,539)

   229001 BILLINGS COLL SUBJECT TO REFUN 5,469 0 5,469

ACCUM PROV RATE RFND ACCUM PROV FOR RATE REFUNDS 5,469 0 5,469

   230304 ACCUM RESV OBLIGATION ARO 19,125 38,401 (19,276)

ASSET RETIRE OBLIG ASSET RETIREMENT OBLIGATIONS 19,125 38,401 (19,276)

TTL OTR NONCRNT LIAB TTL OTHER NONCRNT LIABILITIES 857,534 936,881 (79,347)

CURRENT AND ACCRUED LIABILITIES:
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Y2012 Y2011

Account Description I-T-D(December) I-T-D(December)

Change from Prior 

Year End

Balance Sheet CY & PY and PY Dec w Chg Amt (All Products) 
Business Unit: BH KANSAS GAS UTILITY CO LLC 
HTD December, 2012 
Run For: Scenario, All Resource Codes, All Allocation Types 

Data from the PSGLFERC Essbase Cube 

   232000 AP PEOPLESOFT SUBLEDGER 371,060 1,392,987 (1,021,927)

   232001 A/P INVENTORY ACCRUAL 0 8,711 (8,711)

   232005 A/P PO ACCRUAL 6,827 133,539 (126,712)

   232006 A/P GAS PURCHASES ESTIMATED 5,971,512 6,368,629 (397,117)

   232009 A/P MANUAL 244,955 546,075 (301,121)

   232026 A/P CUSTOMER CARE 0 (3,605) 3,605

   232061 A/P ESCHEAT 19,579 0 19,579

ACCTS PAYABLE ACCOUNTS PAYABLE 6,613,932 8,446,336 (1,832,404)

   233053 I/C NOTES PAYABLE AFFILIATE 62,712,287 59,576,673 3,135,614

   233100 I/C INTEREST PAYABLE TO UMP 9,135 0 9,135

   233153 I/C INTEREST PAYABLE AFFILIATE 239,999 399,613 (159,614)

NOTE PAY INTER CO NOTES PAYABLE INTER COMPANY 62,961,421 59,976,286 2,985,136

   234222 CIS+ ACCOUNT BALANCE TRANSFERS 0 171 (171)

   234000 I/C ACCOUNTS PAYABLE 18,545,464 19,847,387 (1,301,923)

   234002 I/C AP ENSERCO SETTLEMENTS 0 167,585 (167,585)

ACCT PAY INTER CO ACCOUNTS PAYABLE INTER COMPANY 18,545,464 20,015,143 (1,469,679)

   235000 CUSTOMER DEPOSITS- 1,625,457 1,818,108 (192,651)

CUSTOMER DEPOSITS 1,625,457 1,818,108 (192,651)

   236000 ACCRUED INCOME TAXES FEDERAL 0 (1) 1

   236001 ACCRUED INCOME TAXES STATE 47,840 (1) 47,841

   236003 ACCRUED TAXES SALES/USE 5,123 18,932 (13,809)

   236004 ACCRUED PROPERTY TAXES 2,270,687 1,907,784 362,903

   236005 ACCRUED FRANCHISE TAX 0 7 (7)

   236010 ACCRUED FICA TAX EMPLOYER 93,239 93,359 (120)

   236011 ACCRUED FUTA TAX 121 29 92

   236012 ACCRUED SUTA TAX 24 8 16

   236998 ACCRUED UTILITY COMM TAXES 456,841 405,000 51,841

TAXES ACCRUED 2,873,874 2,425,117 448,756

   241006 STATE WITHHOLDING TAXES PAYABL 39,550 26,022 13,528

   241004 STATE SALES AND USE TAX 116,043 200,427 (84,384)

   241002 TAX COLLECTION PAY CITY FRANCH 528,577 621,809 (93,232)

   241001 FEDERAL WITHHOLDING TAXES PAYB 36,018 0 36,018

   241000 FICA WITHHOLDING TAXES PAYABLE 16,132 0 16,132

TAX COLLECTED PAY TAX COLLECTIONS PAYABLE 736,321 848,258 (111,938)

   242003 ACCRUED BENEFITS COMP ABSENCES 214,410 206,985 7,425

   242013 ACCRUED BENEFITS 401K 13,571 27,526 (13,956)

   242014 ACCRUED BONUS OTHER 42,000 0 42,000

   242019 ACCRUED ENERGY AID ASSISTANCE 22,895 17,741 5,154

   242021 ACCRUED PAY IT FORWARD 0 3,105 (3,105)

   242028 ACCRD UNCL CHECKS/ESCHEATS 1,184 (734) 1,918

   242041 ACCRUED INCENTIVE 726,305 702,182 24,123

   242045 ACCRUED PAYROLL 142,528 345,857 (203,330)

   242046 ACCRUED EE REIMBURSED EXP 8,841 16,889 (8,048)

   242052 ACCRUED LT PERFORMANCE PLAN 2,884 0 2,884

   242075 ACCRUED PERSONAL CARE 0 26,269 (26,269)

   242999 ACCRUED OTHER 1,946,414 2,098,536 (152,122)

MISC CRNT ACCD LIAB MISC CURRENT & ACCRUED LIAB 3,121,032 3,444,357 (323,325)

TOTAL CURRENT & ACCRUED LIAB 96,477,500 96,973,605 (496,105)

DEFFERED CREDITS:

   252000 CUSTOMER ADVANCES FOR CONST 439,497 558,301 (118,804)

CUST ADV FOR CONSTR CUSTOMER ADVANCE CONSTRUCTION 439,497 558,301 (118,804)
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Y2012 Y2011

Account Description I-T-D(December) I-T-D(December)

Change from Prior 

Year End

Balance Sheet CY & PY and PY Dec w Chg Amt (All Products) 
Business Unit: BH KANSAS GAS UTILITY CO LLC 
HTD December, 2012 
Run For: Scenario, All Resource Codes, All Allocation Types 

Data from the PSGLFERC Essbase Cube 

   253002 CONTRACTOR RETAINAGE CURRENT 0 10,293 (10,293)

   253011 ACCRUED GROUP INS RETIREE LT 570,097 874,931 (304,834)

   253105 ACCRUED PENSION 6,446,298 6,534,484 (88,186)

   253134 STATE FIN48 LIABILITY 387 21,687 (21,300)

   253520 FIN 48 LIABILITY 9,080 379,324 (370,244)

   253700 OTH DEF CR ENERGY ASST PRGM 416,174 2,286 413,888

   253997 GAAP TO FERC FIN48 LIAB FED (6,007) (337,280) 331,273

   253998 GAAP TO FERC-FIN 48 LIAB-STATE (386) (19,667) 19,281

OTH DEFERRED CREDITS OTHER DEFERRED CREDITS 7,435,644 7,466,059 (30,416)

   254020 REG LIAB PGA CR BAL RECLASS 4,521,238 4,173,073 348,166

   254004 REG LIAB ACL PIPE REPL RIDR KS 230 229 0

   254001 REG LIAB EMISSIONS 0 0 0

   254100 REG LIAB LT RETIREE HC INC TAX 535,467 624,245 (88,778)

   254200 REG LIABILITY LT PENSION INC TAX 3,656,161 3,463,523 192,638

OTH REGULATORY LIAB OTHER REGULATORY LIABILITIES 8,713,096 8,261,070 452,026

   282299 DEF TAX LIAB STATE OTH PROP ST 0 0 0

   282100 DEF TAX PROPERTY LT 15,096,222 12,522,886 2,573,336

   282599 DEF TAX LIAB STATE OTH PROP LT 992,809 730,198 262,611

   282998 GAAP TO FERC-DEFTAX-ACCEL DEPR 6,007 337,280 (331,273)

   282999 GAAP TO FERC-DEFTAX-DEPR STATE 386 19,667 (19,281)

ACCUM DEF INC TAX PR ACCUM DEF INCOME TAXES PROPTY 16,095,424 13,610,030 2,485,394

   283440 DEFERRED TAX LIAB LT (3,648,737) (3,346,219) (302,518)

   283134 DEF TAX LIAB STATE INC TAX ST 31,581 25,507 6,074

   283005 DEFERRED TAX LIAB ST 480,200 437,422 42,779

   283534 DEF TAX LIAB STATE INC TAX LT (246,771) (194,313) (52,458)

   283998 GAAP TO FERC-DEF TAX LT LIAB 290,178 0 290,178

   283999 GAAP TO FERC-DEFTX LIAB-STATE 16,920 0 16,920

ACCUM DEF INC TAX OT ACCUM DEF INCOME TAX OTHER (3,076,629) (3,077,603) 974

TOTAL DEFERRED CREDITS 29,607,031 26,817,857 2,789,174

UNDIST YTD NET INCOME 8,598,036 5,934,186 2,663,850

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY: 191,054,122 198,164,332 (7,110,210)

Report: Bal Sheet - Detail w Totals YTD & LYD FERC Page: 1 of 1 

Printed: Jan 18, 2013 10:50 AM Hyp 11.1.1.3 

Data from the PSGLFERC Essbase Cube 
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TABB6 



2012

Numerator

Notes payable 277,000           

+ Commercial paper -                   

+ Current maturities 103,973           

+ Current capitalized lease obligations -                   

+ Long term debt 938,877           

+ Capitalized lease obligations -                   

+ Total OBS Debt 175,273           

1,495,123        

Denominator

Notes payable 277,000           

+ Commercial paper -                   

+ Current maturities 103,973           

+ Current capitalized lease obligations -                   

+ Long Term debt 938,877           

+ Capitalized lease obligations -                   

+ Common equity 1,232,509        

+ Total OBS Debt 175,273           

2,727,632        

54.81%

Source: 2012 Black Hills Corporation Form 10-K

BLACK HILLS CORPORATION

(in thousands)

ATTACHMENT

06-GIMX-181-GIV

KANSAS RING FENCING COMPLIANCE

FINANCIAL RATIOS

TOTAL DEBT TO TOTAL CAPITALIZATION



2012

Numerator

Net income from continuing operations 81,528             

+ Depreciation, depletion & amortization 154,632           

+ Deferred income taxes (net) 39,944             

+ Investment tax credit amortization (228)                 

- AFDC - debt 3,462               

- AFDC - equity 540                  

+ (Income) loss from equity investments (10)                   

+ (Gain) loss on property (see note below) -                   

+ Deferred income taxes adjusted -                   

Total Funds from operations (FFO) 271,864           

+ Cash interest paid (net of interest capitalized) 116,593           

+ AFDC - debt 3,462               

- Interest expense adjustment -                   

+ Interest on OBS debt -                   

391,919           

Denominator

Interest expense (net) 117,072           

- Interest expense adjustment -                   

+ AFDC - debt 3,462               

+ Interest on OBS debt -                   

120,534           

3.2515             

Source: 2012 Black Hills Corporation Form 10-K

Note:  $29.1 million related to the sale of a portion of Williston Basin assets 

is not reflected in the calculation of interest coverage from operations. 

06-GIMX-181-GIV

ATTACHMENT

(in thousands)

KANSAS RING FENCING COMPLIANCE

FINANCIAL RATIOS

FUNDS FROM OPERATIONS INTEREST COVERAGE

BLACK HILLS CORPORATION



2012

Numerator

Net income from continuing operations 81,528             

+ Depreciation, depletion & amortization 154,632           

+ Deferred income taxes (net) 39,944             

+ Investment tax credit amortization (228)                 

- AFDC - debt 3,462               

- AFDC - equity 540                  

+ (Income) loss from equity investments (10)                   

+ (Gain) loss on property (see note below) -                   

+ Deferred income taxes adjusted -                   

Total Funds from operations (FFO) 271,864           

+ Depreciation adjustment for Operating Leases -                   

271,864           

Denominator

Notes payable 277,000           

+ Commercial paper -                   

+ Current maturities 103,973           

+ Current capitalized lease obligation -                   

+ Long term debt 938,877           

+ Capitalized lease obligations -                   

+ Total OBS Debt 175,273           

1,495,123        

18.18%

Source: 2012 Black Hills Corporation Form 10-K

Note:  $29.1 million related to the sale of a portion of Williston Basin assets 

is not reflected in the calculation of funds as a percentage of debt. 

06-GIMX-181-GIV

ATTACHMENT

(in thousands)

KANSAS RING FENCING COMPLIANCE

FINANCIAL RATIOS

FUNDS FROM OPERATIONS AS A % OF TOTAL DEBT

BLACK HILLS CORPORATION
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Agency/Analyst                                                                                                                        Date
D.A. Davidson & Co./Michael Bates 5/13/2013
Drexel Hamilton/Andy Smith 5/9/2013
Drexel Hamilton/Andy Smith 5/6/2013
Gabelli & Company, Inc./Timothy Winter 5/6/2013
Credit Suisse/Kevin Cole 5/3/2013
D.A. Davidson & Co./Michael Bates 5/3/2013
RBC/Shelby Tucker 5/3/2013
D.A. Davidson & Co./Michael Bates 4/29/2013
BMO Capital Markets/Michael S. Worms 4/15/2013
Sidoti/Michael Klein 4/2/2013
RBC/Shelby Tucker 3/18/2013
Drexel Hamilton/Andy Smith 2/20/2013
Credit Suisse/Kevin Cole 2/7/2013
Gabelli & Company, Inc./Timothy Winter 2/5/2013
BMO Capital Markets/Michael S. Worms 2/1/2013
Credit Suisse/Kevin Cole 2/1/2013
D.A. Davidson & Co./Michael Bates 2/1/2013
D.A. Davidson & Co./Michael Bates 2/1/2013
RBC/Shelby Tucker 2/1/2013
RBC/Shelby Tucker 2/1/2013
D.A. Davidson & Co./Michael Bates 11/9/2012
Gabelli & Company, Inc./Timothy Winter 11/9/2012
J.P.Morgan/Christopher Turnure 11/9/2012
RBC/Shelby Tucker 11/9/2012
Credit Suisse/Kevin Cole 11/9/2012
Credit Suisse/Kevin Cole 11/8/2012
BMO Capital Markets/Michael S. Worms 11/8/2012
D.A. Davidson & Co./Michael Bates 11/5/2012
Credit Suisse/Kevin Cole 11/2/2012
RBC/Shelby Tucker 10/23/2012
BMO Capital Markets/Michael S. Worms 10/5/2012
Gabelli & Company, Inc./Timothy Winter 10/4/2012
Gabelli & Company, Inc./Timothy Winter 9/26/2012
J.P.Morgan/Christopher Turnure 9/12/2012
BMO Capital Markets/Michael S. Worms 8/27/2012
Gabelli & Company, Inc./Timothy Winter 8/24/2012
BMO Capital Markets/Michael S. Worms 8/24/2012
Credit Suisse/Kevin Cole 8/24/2012
Gabelli & Company, Inc./Timothy Winter 8/9/2012
D.A. Davidson & Co./Michael Bates 8/8/2012
D.A. Davidson & Co./James L. Bellessa, Jr. 8/2/2012
D.A. Davidson & Co./James L. Bellessa, Jr. 7/12/2012
D.A. Davidson & Co./James L. Bellessa, Jr. 6/1/2012
BMO Capital Markets/Michael S. Worms 5/4/2012

BLACK HILLS CORPORATION
LIST OF CREDIT RATING AGENCIES AND EQUITY ANALYST REPORTS RECEIVED

(Updated Through Mid-May 2013)
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Agency/Analyst                                                                                                                        Date
Credit Suisse/Kevin Cole 5/4/2012
Gabelli & Company, Inc./Timothy Winter 5/4/2012
Credit Suisse/Kevin Cole 4/26/2012
J.P.Morgan/Christopher Turnure 4/24/2012
D.A. Davidson & Co./James L. Bellessa, Jr. 2/7/2012
Credit Suisse/Kevin Cole 2/3/2012
D.A. Davidson & Co./James L. Bellessa, Jr. 1/24/2012
BMO Capital Markets/Michael S. Worms 1/19/2012
J.P.Morgan/Andrew Smith 1/19/2012
Gabelli & Company, Inc./Tim Winter                         1/19/2012
D.A. Davidson & Co./James L. Bellessa, Jr.  12/27/2011
Gabelli & Company, Inc./Tim Winter 12/27/2011
D.A. Davidson & Co./James L. Bellessa, Jr. 11/21/2011
Gabelli & Company, Inc./Tim Winter 11/7/2011
J.P.Morgan/Andrew Smith 11/4/2011
Credit Suisse/Dan Eggers 11/4/2011
D.A. Davidson & Co./James L. Bellessa, Jr. 11/2/2011
D.A. Davidson & Co./James L. Bellessa, Jr. 10/24/2011
BMO Capital Markets/Michael S. Worms 10/9/2011
Gabelli & Company, Inc./Tim Winter 10/6/2011
Credit Suisse/Dan Eggers 10/6/2011
D.A. Davidson & Co./James L. Bellessa, Jr. 10/4/2011
Gabelli & Company, Inc./Tim Winter 9/7/2011
D.A. Davidson & Co./James L. Bellessa, Jr. 8/24/2011
J.P.Morgan/Andrew Smith 8/5/2011
J.P.Morgan/Andrew Smith 8/3/2011
D.A. Davidson & Co./James L. Bellessa, Jr. 7/29/2011
J.P.Morgan/Andrew Smith 7/14/2011
D.A. Davidson & Co./James L. Bellessa, Jr. 6/20/2011
Williams Capital Research/Christopher R. Ellinghaus 6/17/2011
Credit Suisse/Dan Eggers 6/10/2011
J.P.Morgan/Andrew Smith 6/9/2011


	20130523110306
	Kansas Ring Fencing Cover
	Tab A1
	A_dot_1 BHUH CAM Red-Lined 01-01-12 to 01-01-13
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	Description:  Supports and manages all electric regulatory filings, rate cases, and regulatory issues. (Blended Allocator Ratio)
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	Description:  Manages and provides gas measurement support to field operations located in gas service states. (Customer Count Ratio)
	Utility Financial Management (5668)
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	Description:  Provides general direction and supervision of customer service activities.  Encourages the safe, efficient and economical use of the utilities services. (Customer Count Ratio)
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	Customer Account Services - Omaha (5702)
	Description:  Assists customers with billing, payment and collection issues. (Customer Count Ratio)
	Customer Service Support - Rapid City (5703)
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	Service Guard Marketing (6005)
	Description:  Provides and manages product development for consumer marketing with the primary focus on Service Guard (appliance options) a non-regulated business for utility/regulated customers. (Customer Count Ratio)
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	Description:  Departments at Black Hills Corporation that are not specifically listed in the CAM or included in the master allocation design that charge BHUH will be allocated using the Blended Allocator Ratio. For example if a BHSC IT department prov...

	A_dot_1_BHUH_CAM
	A_dot_1 BHSC CAM Red-Lined 08-01-10 to 01-01-13
	APPENDIX
	Company Communications (4726) – Provides oversight to the corporate communications processes.  Provides communications to investors and the financial community. Provides advertising and branding development for the companies within Black Hills Corpora...
	Supplier Diversity (4735) – Develops new sources of supply for all types of products and services and promotes the inclusion of diverse suppliers into the supply chain bidding process. (Blended Ratio)
	Description: Advances corporate objectives by initiating, influencing, monitoring, and create internal and external communications for the utility companies.  Provides advertising and branding development for the utility companies within Black Hills C...
	Creative Services (4738) – Provides graphical support to internal and external communications, advertising and branding for the companies within Black Hills Corporation.  Maintains logo standardsresearching. (Blended Ratio)
	Federal Governmental Affairs (4739) – Monitors, reviews, and researches government legislation and actspolicies. Acts as a liaison with legislators.  Manages the company’s lobbying strategy. (Blended Ratio)
	Regulatory Management (4740) - Manages all aspects of regulatory requirements and  and other governmental officials. Maintains relationships.  (Blended Ratio)
	Corporate Security (4750) – Manages and supports the systems that provide both information and physical security services for the company. (Blended Ratio)
	APPENDIX 2

	A_dot_1_BHSC_CAM
	Tab A2
	A_dot_2_FERC_Form_60_2012_BHUH
	A_dot_2_FERC_Form_60_2012_BHSC
	Tab B1
	B_dot_1_CURRENT_Org_Chart_01-01-13
	Tab B2
	B_dot_2_Non-Utility_Associated_Cos
	Tab B3
	B_dot_3_BHKSG_List_of_Officers_and_Responsibilities
	B_dot_3_Directors_and_Officers
	Tab B4
	B_dot_4_Debt
	Tab B5
	B_dot_5_Consolidated_Financials
	B_dot_5_KS_Financials_2012
	Tab B6
	B_dot_6_Financial_Ratios
	C_dot_3 Agency Reports through mid-May 2013
	C.3


