BEFORE THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

In the Matter of Black Hills/Kansas Gas Utility
Company, LLC, d/b/a Black Hilis Energy ("Black
Hills™), Compliance Filing of its Accelerated Pipe
Replacement Plan Pursuant to the Commission
Orders in Docket No. 15-GIMG-343-GIG

Docket No. 18-BHCG-319-CPL

COMPLIANCE FILING

In accordance with the memorandum filed by the Staff of the Corporation Commission of the
State of Kansas (“Commission”) on December 19, 2018, in Docket No. 15-GIMG-343-GIG, Black
Hills/Kansas Gas Utility Company, LLC, d/b/a Black Hills Energy ("Black Hills") submits this
report detailing progress made in the preceding year.

L BACKGROUND

1. On April 23, 2018, Black Hills filed in this docket its Final! Accelerated Pipe
Replacement Plan (“Plan”) setting forth (1) a seven-year Phase 1 plan to eliminate all bare steel
mains, bare steel service lines, and hare steel yard lines in Class 3/urban locations and a ten-year
Phase 2 plan to climinate all remaining obsolcte pipe in Kansas; (2} a plan for increased leak
detection of obsolete plastic pipe; and (3) an annual lost and unaccounted for gas (“L&U”) report for
cities having over 10,000 customers.

2. On December 19, 2018, Staff filed a memorandum in Docket No.
15-GIMG-343-GIG recommending future actions to monitor the utilities’ plans, including a
requirement for the utilities to file an annual report by March 31 detailing progress made in the
preceding year, explaining any deviation from the preceding year’s projections, any deviation from
initial projections, and revising remaining plan projections. Staff also recommended that utilities
include in annual reports an update of parameters similar to those listed in Tables LMH-1 and LMH-

2 that were included in the body of Staff’s memorandum.



3. Black Hills meets periodically with Staff and the Citizens’ Utility Ratepaycr Board
and typically provides updates on the Plan. Black Hills submits this 2025 annual report as an update
to the 2024 report filed on March 28, 2024, and provides 2024 activity and current status based on
the prior ten-year Phase I Plan. Since beginning the Accelerated Pipeline Replacement Plan (“ARP”)
program in 2018, Black Hills has worked diligently to eliminate bare steel lincs throughout Kansas.
While the prior plan included a Phase I, ten-year urban area replacement plan to be completed by
2027 and a Phase II, fourteen-year rural area replacement plan to be completed by 2041, Black Hills
has reevaluated and extended the estimated timeline of completion for both Phase I and Phase II due
to several unforeseen challenges.

Over the past six years, Black Hills has experienced significant cost increases in materials,
labor, and other incidentals due to inflation. According to the U.S. Bureau of Labor Statistics, the
CPI Inflation rate between January 2018 and January 2025 is 28.6%!. This means that $100 in
materials when the ARP timeline was initially created, now costs the Company over $128, on
average, today. If you compare this against the ARP’s annual budget growth rate of 1%, the
completion timeline must be adjusted solely to account for this drastic increase in cost of materials.

The dclays caused by incrcased material costs, while the most significant factor, are further
compounded by scheduling disruptions due to COVID-19 and Winter Storm Uri. Additionally,
Black Hills has acquired additional natural gas systems, adding more miles of bare steel to the
replacement plan. Furthermore, increased Federal, State, and City funding for road, water, and sewer
improvement projects have affected Black Hills’ budget and ability to focus solely on bare steel
replacement. The company has directed efforts towards replacing other vintage materials (poorly
coated steel, Aldyl-A, PVC) and eliminating low-pressure systems across Kansas to ensure the safe

operation of its natural gas systems. Given these factors, Black Hills believes extending the Phase I

! https://www.bls.gov/datafinflation_calculator.htm



timeline to 2041 is both reasonable and necessary, with a future completion timeline on Phase 11 to
be determined later.

As with any long-term plan, Black Hills understands that data will continue to improve,
acquisitions will take place, and macroeconomics will have an impact as progress is made through
the ARP. The timeline and estimates have taken some of those factors into account but could still
result in future updates.

II. L&U FILING

4. Black Hills’ Plan includes a requirement to file an annua! report of L&U for
communities of 10,000 or more customers. This will include the communities of Lawrence, Wichita,
Dodge City, and Garden City. As in prior years with Staff’s agreement, BHE will filc the L&U
report following the receipt of March data, which is at the beginning of May. Accordingly, Black Hills
will file the L&U report by May 21, 2025.

III. LEAKSURVYEYS

5. The Staff Memorandum rccommended that utilities incrcase the frequency of the
surveys of all plastic pipe to once every three (3) years. As stated in Black Hills’ comments to the
Staff Memorandum, filed on January 15, 2019, Black Hills currently has a process pursuant to which
it surveys its obsolete piping at least once every three (3) years and all other plastic piping at least
once every five (5) years. In discussions with Staff, Staff agreed that Black Hills’ process meets the
intended safety requirements, and that Staff had no objection to Black Hills continuing to survey
other-than-obsolete piping once every five (5) years.

IV. REPORTING PLASTIC PIPE FAILURES

6. The Staft Memorandum recommended that utilities report plastic pipe failures

(leaks) according to the American Gas Association Plastic Pipe Database Committee (“AGA

PPDC”) Plastic Pipe Failure Report. Black Hills is a member of the AGA PPDC and reports



accordingly. Black Hills Kansas had zero plastic pipe failures in 2024,

V. ANNUAL COMPLIANCE UPDATE

7. Black Hills began implementing its Accelerated Replacement Plan in July of 2018.
As previously stated, the Plan included two phases. The initial seven-year Phase I included the
replacement of 22,217 barc steel yard lines, 6,725 bare steel service lines and 139 miles of bare stcel
main lines in Class 3 or urban areas with a total estimated cost of $79,016,987. Black Hills revised
the total estimated costs to $88,913,799 in Data Request No. 12 on October 2018, as reflected in the
BHE Adjusted Plan on Attachment A. Black Hills revised the total estimated cost of its seven-year
Phase I to $107,400,000 in the 2022 filing of 2021 activity. In the 2023 filing, Black Hilis revised
its seven-year Phase 1 to ten years at a total estimated cost of $129,369,764. In the 2024 filing,
Black Hills revised the total Phase I estimated cost to $123,775,280. For this year’s filing, Black
Hills has revised the total Phase T estimated cost to $178,248,779 and, as discussed above, adjusted
the completion date out to 2041, which includes the replacement of the remaining 11,767 bare steel
yard and scrvice lines and 52.3 miles of bare steel main lines in Class 3 or urban areas.

8. Attachment A provides the current, twenty-four-year Plan as requested in this

compliance filing as well as the progress made during 2024.

V. SAFETY MANAGEMENT SYSTEM
9. Black Hills Corporation (“BHC”) continues to progress the voluntary
implementation of the Safety Management System (“SMS”) as part of our ongoing commitment to
safety. An SMS emphasizes our dedication to ensuring the safcty of our coworkers, customers, and
communities. As a responsible operator of natural gas and electric infrastructure, the implementation
of an SMS aligns closely with our core values and strategic priorities. It reflects the utilities'
dedication to a proactive approach to identify and mitigate risks, which is fundamental to

maintaining a safe working environment and providing reliablc service.
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10. In 2024, BHC made significant progress identifying gaps through a third-party
assessment conducted by the American Petroleum Institute (API) in 2023. The API objectively
evaluated the progress of BHC’s SMS, to determine the current maturity of the program, and identify
opportunities to increase conformance with API RP 1173 making the SMS more effective. The
assessment identified several key opportunities for improvement and a start to develop an
improvement strategy.

11. As the Safety Management Systemn (SMS) evolves, continuous improvements are
made. However, this progression also reveals additional gaps and challenges that may impact the
maturity of the SMS program. Below are the key advancements in the SMS for 2024, along with
identified gaps that will be addressed:

a. SMS strategy:

i. BHC utilized the assessment results by creating a listing of opportunities
organized by element in the SMS program. A pairwise activity was
complcted for each element ranking and sorting the diffcrent
opportunities for improvement.

ii. A maturity model and roadmap were created to balance plans and monitor
progress of the SMS.

iii. The BHE PSMS Program Manager left the organization for different
employment in late 2024. BHE is currently in the hiring process of this
position,

b. Element 2 Stakeholder Engagement:

i. Held the first every organization wide Safety Committee Leadership

mecting. Safety committees foster a sense of community and shared

responsibility, allowing for collaborative communication across the



company. The communication of our safety strategy to field level
employees assists in the alignment and understanding to ensure a
smoother implementation of specific safety initiatives and supports bi-

directional communication.

¢. Element 4 Operational Controls:

1.

ii.

1ii.

Management of Change (MOC) considers risks and defines required
approvals for physical changes/equipment, technology, procedural and
organizational changes across BHE for applicable assets.

In June of 2024 BHE rolled out a new robust MOC app due to the
SharePoint MOC platform becoming outdated and unsupported. The new
app works seamlessly across all devices (Desktop/Tablets/Smart Phones)
and makes it easy for users to use. These changes address the new MOC
requirements of PHMSA Mega Rule II.

Administrator roles were added to the new app process.

d. Element 5 Incident Investigation and Lessons Leamned:

i

ii.

iii.

The element 5 program documentation was reviewed and updated from
PSMS to SMS to incorporate all incidents from the entire organization
and not just specific to one business unit.

Updates were made to corrective action tracking program to be inclusive
of all findings (PSMS to SMS).

Corrective actions identified during the mock emergency drill were
included into the action tracking program. Keeping findings in one
location will assist in prioritization and the communication of these

identified program risks.



e. Element 7 Management Review and Continuous Improvement:

i. The management review process made significant strides forward

through the revicw of multiple elements and approval of the 2024 plans
for these elements. The PSMS Strategic Governance Committee, a team
of Director-level personnel from across BHC, completed a review of

SMS Elements 2, 5, 6, 8, 9 & 10.

f. Element 8 Emergency Prcparedness and Response:

1.

1.

iit,

iv.

The BHE ER Enhancement Team conducted a large-scale simulated
exercise on July 24th. This was a comprehensive exercise that included
local emergency management agencies, bomb squad unit, LNG supplier
and another midstream operator in the planning and participation. The
exercise focused on a large customer outage that was caused by physical
security and cyber-attacks.

In Aug of 2024 BHE was part of the planning and cxecution of a large
tabletop drill with 16 other operators that was focused on mutual aid
support. This was sponsored by AGA/SGA/MEA.

BHE completed its first ICS Command Center Trailer. This is a
sophisticated rolling office to aid in support for large incidents.

BHE developed a catalog of practice tabletop drills for regional and local
use in 2024, Training and testing of these drills will begin in 2025.

New Power BI ERL app was rolled out for cmergency messaging
replacing the Share Point version that was becoming outdated and

unsupported

g Element 9 Competency, Awareness, and Training:



i. A new tapping and stopping training was created and implemented. This
specific ftraining addresses risks identified through the incident
investigation process. The training provides detailed instruction of
specific equipment and provides clear guidance on the task being
performed. This experience also gives the attendees much needed practice
tapping and stopping in a controlled environment.

ii. Improvements werc made to the ncw hire training matcrials and the
practical ftraining conducted. Feedback from the afttendees and

stakeholder groups were utilized to assist,

12. Overall, the SMS strategy has driven substantial improvements in safety
management, positioning BHE for continued success in maintaining a safe and effective operational
environment. The ongeing commitment to continuous improvement and proactive risk management

will ensure that BHE remains at the forefront of safety excellence.



WHEREFORE, Black Hills submits this annual compliance report as requested by the

Commission in the 343 Docket.
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Windhoek Drive
Lincoln, NE 68512

FANMY T mrars

SAAMILIVY LUL L 10UN LLLLY INGLI3AD \ D UtilityCompany,
LLC, d/b/a Black Hills Energy

STATE OF NEBRASKA,

LANCASTER COUNTY,
Douglas J. Law, of lawful age, being first duly swomn upon oath, deposes and says
that he is attomey of the within named applicant, that he has read the above and fore going compliance

filing and the statements therein are true.



CERTIFICATE OF SERVICE

18-BHCG-319-CPL

I, the undersigned certify that a true and correct copy of the foregoing was served via electronic

service this 31% day of March, 2025 to the following:

JAMES G. FLAHERTY, ATTORNEY
ANDERSON & BYRD, L.L.P.

216 S HICKORY

PO BOX 17

OTTAWA, KS 66067
jflaherty@andersonbyrd.com

RAMI ALNAJJAR

SENIOR REGULATORY ANALYST
601 N. IOWA STREET
LAWRENCE, KS 66044-9643

(605) 872-1463
Rami.Alnajjar@blackhillscorp.com

NICK SMITH

MANAGER OF REGULATORY
601 N. IOWA STREET
LAWRENCE, KS 66044-9643
(785) 691-5062
Nick.Smith@blackhillscorp.com

ROB DANIEL, DIRECTOR REGULATORY
BLACK HILLS/KANSAS GAS UTILITY
COMPANY, LLC

D/B/A BLACK HILLS ENERGY

655 EAST MILLSAP DRIVE, STE. 104

PO BOX 13288

FAYETTEVILLE, AR 72703-1002
rob.daniel@blackhillscorp.com

DOUGLAS J. LAW

ASSOCIATE GENERAL COUNSEL
1731 WINDHOEK DRIVE
LINCOLN, NE 68512

(402) 221-2635
Douglas.Law@blackhillscorp.com
TODD E. LOVE, ATTORNEY
CITIZENS' UTILITY RATEPAYER
BOARD

1500 SW ARROWHEAD RD
TOPEKA, KS 66604
t.love@curb.kansas.gov

JOSEPH R. ASTRAB, ATTORNEY
CITIZENS' UTILITY RATEPAYER
BOARD

1500 SW ARROWHEAD RD
TOPEKA, KS 66604
j.astrab@curb.kansas.gov

SHONDA RABB

CITIZENS' UTILITY RATEPAYER
BOARD

1500 SW ARROWHEAD RD
TOPEKA, KS 66604
s.rabb@curb.kansas.gov

DELLA SMITH

CITIZENS' UTILITY RATEPAYER
BOARD

1500 SW ARROWHEAD RD
TOPEKA, KS 66604
d.smith@curb.kansas.gov

CARLY MASENTHIN, LITIGATION
COUNSEL

KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
Carly.Masenthin@ks.gov

/s/ Douglas J. Law
Douglas L. Law
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