Edgar Filing: BLACK HILLS CORP /SD/ - Form 10-Q

BLACK HILLS CORP /SD/
Form 10-Q
November 04, 2015

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2015

OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 001-31303
Black Hills Corporation
Incorporated in South Dakota IRS Identification Number 46-0458824
625 Ninth Street
Rapid City, South Dakota 57701
Registrant’s telephone number (605) 721-1700
Former name, former address, and former fiscal year if changed since last report
NONE
Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes x No o

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or for such shorter period that the Registrant was required to submit and post such files).

Yes x No o

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company (as defined in Rule 12b-2 of the Exchange Act).

Large accelerated filer x Accelerated filer o

Non-accelerated filer o Smaller reporting company o

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yeso No x

Indicate the number of shares outstanding of each of the issuer’s classes of common stock as of the latest practicable
date.

Class Outstanding at October 31, 2015

Common stock, $1.00 par value 44,850,752 shares
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GLOSSARY OF TERMS AND ABBREVIATIONS

The following terms and abbreviations appear in the text of this report and have the definitions described below:

AFUDC
AOCI
APSC
ASU
Bbl
BHC

Black Hills Electric Generation

Black Hills Energy

Black Hills Non-regulated
Holdings

Black Hills Power
Black Hills Utility Holdings

Black Hills Wyoming
Btu

Ceiling Test

Cheyenne Light

Cheyenne Prairie

City of Gillette

Colorado Electric

Colorado IPP

Cooling degree day

Cost of Service Gas Program

Allowance for Funds Used During Construction

Accumulated Other Comprehensive Income (Loss)

Arkansas Public Service Commission

Accounting Standards Update issued by the FASB

Barrel

Black Hills Corporation; the Company

Black Hills Electric Generation, LL.C, a direct, wholly-owned subsidiary of Black
Hills Non-regulated Holdings

The name used to conduct the business of Black Hills Utility Holdings, Inc., and its
subsidiaries

Black Hills Non-regulated Holdings, LLC, a direct, wholly-owned subsidiary of
Black Hills Corporation

Black Hills Power, Inc., a direct, wholly-owned subsidiary of Black Hills
Corporation

Black Hills Utility Holdings, Inc., a direct, wholly-owned subsidiary of Black Hills
Corporation

Black Hills Wyoming, LL.C, a direct, wholly-owned subsidiary of Black Hills
Electric Generation

British thermal unit

Related to our Oil and Gas subsidiary, capitalized costs, less accumulated
amortization and related deferred income taxes, are subject to a ceiling test which
limits the pooled costs to the aggregate of the discounted value of future net
revenue attributable to proved natural gas and crude oil reserves using a discount
rate defined by the SEC plus the lower of cost or market value of unevaluated
properties.

Cheyenne Light, Fuel and Power Company, a direct, wholly-owned subsidiary of
Black Hills Corporation

Cheyenne Prairie Generating Station is a 132 MW natural gas-fired generating
facility jointly owned by Black Hills Power and Cheyenne Light in Cheyenne,
Wyoming. Cheyenne Prairie was placed into commercial service on October 1,
2014.

Gillette, Wyoming

Black Hills Colorado Electric Utility Company, LP (doing business as Black Hills
Energy), an indirect, wholly-owned subsidiary of Black Hills Utility Holdings
Black Hills Colorado IPP, LLC a direct wholly-owned subsidiary of Black Hills
Electric Generation

A cooling degree day is equivalent to each degree that the average of the high and
low temperature for a day is above 65 degrees. The warmer the climate, the greater
the number of cooling degree days. Cooling degree days are used in the utility
industry to measure the relative warmth of weather and to compare relative
temperatures between one geographic area and another. Normal degree days are
based on the National Weather Service data for selected locations over a 30-year
average.

A program our utility subsidiaries submitted applications for with respective state
utility regulators in lowa, Kansas, Nebraska, South Dakota, Colorado and
Wyoming, seeking approval for a Cost of Service Gas Program designed to provide

4



Edgar Filing: BLACK HILLS CORP /SD/ - Form 10-Q

long-term natural gas price stability for the Company’s utility customers, along with
a reasonable expectation of customer savings over the life of the program.

CPCN Certificate of Public Convenience and Necessity
CPUC Colorado Public Utilities Commission
The 40 MW Gillette CT, a simple-cycle, gas-fired combustion turbine owned by the
CTl . .
City of Gillette.
CVA Credit Valuation Adjustment
Dodd-Frank Dodd-Frank Wall Street Reform and Consumer Protection Act
Dekatherm. A unit of energy equal to 10 therms or one million British thermal units
Dth
(MMBtu)
Energy West Energy West Wyoming, Inc., a subsidiary of Gas Natural, Inc. Energy West is an
acquisition we closed on July 1, 2015.
EPA United States Environmental Protection Agency
3




FASB
Fitch
GAAP

Global Settlement

Heating Degree Day

Iowa Gas

IPP
IRS
IUB

Kansas Gas

KCC
kV
LIBOR
LOE
Mcf
Mcfe

MGTC

MMBtu
Moody’s
MW
MWh

Nebraska Gas

NGL
NOL
NPSC
NYMEX
NYSE

Peak View Wind Project
PPA

Recourse Leverage Ratio

Revolving Credit Facility

SDPUC
SEC
SourceGas
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Financial Accounting Standards Board

Fitch Ratings

Accounting principles generally accepted in the United States of America
Settlement with a utilities commission where the dollar figure is agreed upon, but
the specific adjustments used by each party to arrive at the figure are not specified
in public rate orders.

A heating degree day is equivalent to each degree that the average of the high and
the low temperatures for a day is below 65 degrees. The colder the climate, the
greater the number of heating degree days. Heating degree days are used in the
utility industry to measure the relative coldness of weather and to compare relative
temperatures between one geographic area and another. Normal degree days are
based on the National Weather Service data for selected locations over a 30-year
average.

Black Hills Iowa Gas Utility Company, LL.C (doing business as Black Hills
Energy), a direct, wholly-owned subsidiary of Black Hills Utility Holdings
Independent power producer

United States Internal Revenue Service

Iowa Utilities Board

Black Hills Kansas Gas Utility Company, LLC (doing business as Black Hills
Energy), a direct, wholly-owned subsidiary of Black Hills Utility Holdings
Kansas Corporation Commission

Kilovolt

London Interbank Offered Rate

Lease Operating Expense

Thousand cubic feet

Thousand cubic feet equivalent.

MGTC, Inc., a gas utility in northeast Wyoming serving 400 customers. MGTC is
an acquisition we closed on January 1, 2015.

Million British thermal units

Moody’s Investors Service, Inc.

Megawatts

Megawatt-hours

Black Hills Nebraska Gas Utility Company, LLC (doing business as Black Hills
Energy), a direct, wholly-owned subsidiary of Black Hills Utility Holdings
Natural Gas Liquids (1 barrel equals 6 Mcfe)

Net Operating Loss

Nebraska Public Service Commission

New York Mercantile Exchange

New York Stock Exchange

New $109 million 60 MW wind generating project for Colorado Electric, adjacent
to Busch Ranch wind farm

Power Purchase Agreement

Any indebtedness outstanding at such time, divided by Capital at such time. Capital
being consolidated net-worth plus all recourse indebtedness.

Our $500 million credit facility used to fund working capital needs, letters of credit
and other corporate purposes, which matures in 2020.

South Dakota Public Utilities Commission

U. S. Securities and Exchange Commission
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SourceGas Holdings LLC and its subsidiaries, a gas utility owned by funds
managed by Alinda Capital Partners and GE Energy Financial Services, a unit of
General Electric Co. (NYSE:GE)

S&P Standard and Poor’s, a division of The McGraw-Hill Companies, Inc.
WPSC Wyoming Public Service Commission
Wyodak Resources Development Corp., a direct, wholly-owned subsidiary of Black
WRDC ) .
Hills Non-regulated Holdings
4
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BLACK HILLS CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF INCOME (LOSS)

(unaudited)

Revenue

Operating expenses:

Utilities -

Fuel, purchased power and cost of natural gas sold
Operations and maintenance

Non-regulated energy operations and maintenance
Depreciation, depletion and amortization

Taxes - property, production and severance
Impairment of long-lived assets

Other operating expenses

Total operating expenses

Three Months Ended Nine Months Ended
September 30, September 30,

2015 2014 2015 2014
(in thousands, except per share amounts)

$272,105  $272,087 $986,346  $1,015,493

71,627 84,674 350,778 416,473
67,282 64,245 205,630 201,546
22,548 20,170 67,744 63,852
37,768 36,628 116,821 107,754
10,675 11,082 33,988 32,462
61,875 — 178,395 —
2,374 49 3,392 323
274,149 216,848



