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FORWARD LOOKING STATEMENTS

This presentation includes ñforward-looking statementsòas defined by the Securities and Exchange

Commission. We make these forward-looking statements in reliance on the safe harbor protections provided

under the Private Securities Litigation Reform Act of 1995. All statements, other than statements of historical

facts, included in this presentation that address activities, events or developments that we expect, believe or

anticipate will or may occur in the future are forward-looking statements. This includes, without limitations, our

2018 earnings guidance. These forward-looking statements are based on assumptions which we believe are

reasonable based on current expectations and projections about future events and industry conditions and

trends affecting our business. However, whether actual results and developments will conform to our

expectations and predictions is subject to a number of risks and uncertainties that, among other things, could

cause actual results to differ materially from those contained in the forward-looking statements, including

without limitation, the risk factors described in Item 1A of Part I of our 2017 Annual Report on Form 10-K and

other reports that we file with the SEC from time to time, and the following:

Å The accuracy of our assumptions on which our earnings guidance is based;

Å The impact of Tax Cuts and Jobs Act on customers, rate base, valuation of deferred tax assets and

liabilities, interest expense and cash flow;

Å Our ability to obtain adequate cost recovery for our utility operations through regulatory proceedings and

favorable rulings in periodic applications to recover costs for capital additions, plant retirements and

decommissioning, fuel, transmission, purchased power and other operating costs, and the timing in which

new rates would go into effect and the results of regulatory proceedings regarding the effects of the TCJA;

Å Our ability to complete our capital program in a cost-effective and timely manner;

Å The impact of future governmental regulation; and

Å Other factors discussed from time to time in our filings with the SEC.

New factors that could cause actual results to differ materially from those described in forward-looking

statements emerge from time-to-time, and it is not possible for us to predict all such factors, or the extent to

which any such factor or combination of factors may cause actual results to differ from those contained in any

forward-looking statement. We assume no obligation to update publicly any such forward-looking statements,

whether as a result of new information, future events or otherwise.

mailto:Brian.iverson@blackhillscorp.com
mailto:jerome.nichols@blackhillscorp.com
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Discussion Agenda

First Quarter Review David Emery
Chairman and Chief Executive Officer

Financial Update Richard Kinzley
Senior Vice President and Chief Financial Officer

Strategic Overview David Emery
Chairman and Chief Executive Officer

Q&A



Overhead view of trading floor at NYSE.

2018 First Quarter Review
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2018 First Quarter Highlights

Utilities 

ÅOn April 25, Colorado Electric received approval from the Colorado Public Utilities 

Commission to contract with Black Hills Electric Generation to purchase 60 

megawatts of wind energy through a 25-year power purchase agreement

ü Enables Colorado Electric to comply with Coloradoôs Renewable Energy Standard 

ÅOn April 16, Rocky Mountain Natural Gas, an intrastate gas pipeline, received a 

recommended decision from Colorado administrative law judge approving a 

settlement agreement for its rate review filed Oct. 3, 2017

ü Includes $1.1 million increase in annual revenue and extension of safety, system 

and integrity rider to recover investments made from 2018 through 2021

ü Authorized return on equity of 9.9 percent and capital structure of 46.6 percent 

equity and 53.4 percent debt

ü New rates expected to be effective June 1, 2018, pending final approval from 

Colorado commission
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2018 First Quarter Highlights

Utilities continued

Å In the first quarter, South Dakota Electric commenced construction of $70 million, 175-

mile, 230 kV transmission line from Rapid City, South Dakota, to Stegall, Nebraska 

ü Project to be constructed in two segments; first segment to be placed in service in 

late 2018 and final segment by end of 2019

Å In the first quarter, Black Hills' continued efforts to simplify its utility organization by 

restructuring several legal entities acquired in the 2016 SourceGas acquisition

ü Resulted in $49 million tax benefit associated with goodwill that is amortizable for 

tax purposes

Power Generation

ÅOn April 25, Black Hills Electric Generation was selected to provide 60 megawatts of 

renewable energy from a new wind project to Colorado Electric through a 25-year 

power purchase agreement 

ü $71 million Busch Ranch II wind project is expected to be constructed and in 

service by the end of 2019
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2018 First Quarter Highlights

Corporate Activities

ÅOn April 23, board of directors declared quarterly dividend of $0.475 per share, 

equivalent to an annual dividend rate of $1.90 per share, payable June 1

ÅOn March 8, S&P Global Ratings affirmed its corporate credit rating of Black Hills 

Corp. at BBB, revising its outlook to positive from stable

Discontinued Operations ïOil and Gas

ÅAs of May 3, company had executed agreements to sell or closed on sales 

transactions for approximately 96 percent of its oil and gas properties

ü Remaining assets expected to be sold by mid-year 2018
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2018 First Quarter Financial Highlights

+12%

* Non-GAAP measures; reconciled to GAAP in Appendix
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We are proud to serve Southern Colorado with safe, reliable energy services 

and work hard to be engaged, responsible community partners. Pictured from 

left, Tom Cruz and Ray Loya, line servicemen for our Colorado electric utility.

Financial Update
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Earnings Per Share Analysis

* Non-GAAP measures; reconciled to GAAP in Appendix

  Q1 2017 Q2 2017 Q3 2017 Q4 2017 Q1 2018

Net income from continuing operations 

available for common stock (GAAP) 1.42$        0.41$        0.52$        1.17$        2.50$        

Adjustments (after tax)

Acquisition costs 0.02 0.01 0.01 0.02 ð

Tax reform and other tax items ð ð ð (0.21) 0.04

Legal restructuring - income tax benefit ð ð ð ð (0.91)

Rounding ð ð (0.01) ð ð

Total adjustments 0.02 0.01 ð (0.19) (0.87)

Net income from continuing operations 

available for common stock, as adjusted 

(Non-GAAP)* 1.44$        0.42$        0.52$        0.98$        1.63$        

Trailing Twelve Months - Net income from 

continuing operations available for common 

stock, as adjusted (Non-GAAP)* 3.40$        3.55$        



$79.0 +$1.6

+$9.9

-$11.7

+$0.2

-$1.2 -$1.5 -$0.5 -$0.3

+$11.7 +$0.7 $88.1

Electric
Margin

Natural
Gas

Margin

Utility
TCJA

Reduced
Revenue

Non-
regulated

Margin O&M DD&A
Interest
Expense

Other
Income

Utility
TCJA

Reduced
Taxes Taxes

N
e
t 
In

co
m

e
 f

ro
m

 C
o

n
ti
n

u
in

g
 O

p
e
ra

ti
o

n
s 

A
va

ila
b

le
fo

r 
C

o
m

m
o

n
 S

to
ck

, 
a
s 

a
d

ju
st

e
d

* (m
ill

io
n
s)

2018 First Quarter Earnings  May 4, 2018 11

2018 First Quarter Financial Drivers

*  Non-GAAP measure; reconciled to GAAP in Appendix
1 Excludes reduced revenue from Tax Cuts and Jobs Act (TCJA) 
2 Utility margin impact of $8.3 million ($1.3 million electric and $7.0 million natural gas) related to positive weather 

impacts; net of income taxes 

Note: minor difference in total due to rounding

Q1 2017 Q1 2018

1,21,2
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Income Statement

* Non-GAAP measures; defined and/or reconciled to GAAP in Appendix and on slide 10 

Q1 2017 Q1 2018

Revenue 547.5$            575.4$            

Gross margin 327.8              327.8              

Operating expenses (129.5)             (131.0)             

DD&A (46.7)               (48.6)               

Subtotal 151.6              148.2              

Acquisition costs (1.4)                -                 

Operating income 150.2              148.2              

Interest expense (34.4)               (35.0)               

Other income 0.3                  (0.1)                

Income before taxes 116.1              113.1              

Income taxes (34.4)               25.8                

Income from continuing operations 81.7$              138.9$            

Loss from discontinued operations, net of tax (1.6)                (2.3)                

Net income before non-controlling interest 80.1$              136.6$            

Non-controlling interest (3.6)                (3.6)                

Net Income available to common stock 76.5$              133.0$            

Income from continuing operations available for common stock 78.1$              135.3$            

Non-GAAP adjustments 0.9                  (47.2)               

Income from continuing operations, as adjusted (Non-GAAP) 79.0$              88.1$              

EPS - Net income available for common stock 1.39$              2.46$              

EPS - Income from Cont. Ops avail. for common stock, as adjusted * 1.44$              1.63$              

Diluted shares outstanding (in thousands) 54.9 54.1

EBITDA, as adjusted* 198.6$            196.8$            
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Gross Margin/Operating Income

Electric Utilities (in millions) Gas Utilities (in millions) 

* Non-GAAP measures; reconciled to GAAP in Appendix

č

Ď

ÅWeather

ÅSouth Dakota Electric transmission project 

placed in service mid-year 2017

ÅLower revenue from TCJA 

ÅVegetation management amortization

ÅHigher depreciation from larger asset base

č

Ď

ÅWeather

ÅCustomer growth 

ÅRider revenue

ÅLower revenue from TCJA 

ÅHigher depreciation from larger asset base

$106.2

$45.8

$104.8

$38.5

Gross Margin,
as adjusted*

Operating Income,
as adjusted*

Q1 2017 Q1 2018

$183.5

$92.0

$187.7

$95.4

Gross Margin* Operating Income

Q1 2017 Q1 2018
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Revenue/Operating Income

Power Generation (in millions)* Mining (in millions)

* Power Generation includes 100% of Colorado IPP operations; financial results for the 49.9% minority owner 

of COIPP reflected through a reduction to net income attributable to noncontrolling interest

** Non-GAAP measures; reconciled to GAAP in Appendix

Ď
ÅLower Wygen I MWh sold

ÅHigher depreciation

č

Ď

ÅHigher tons sold

ÅLower depreciation

$24.3

$12.2

$23.9

$11.8

Revenue,
as adjusted**

Operating Income,
as adjusted**

Q1 2017 Q1 2018

$16.5

$3.3 

$17.1

$4.3

Revenue Operating Income

Q1 2017 Q1 2018
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Capital Structure

Mar. 31, Jun. 30, Sep. 30, Dec. 31, Mar. 31,

2017 2017 2017 2017 2018

Short-term Debt 57$              114$            231$            217$            420$            

Long-term Debt 3,211           3,160           3,110           3,109           2,859           

   Total Debt 3,267           3,274           3,341           3,326           3,279           

Equity* 1,674           1,676           1,683           1,709           1,819           

   Total Capitalization 4,942$         4,950$         5,024$         5,035$         5,098$         

Debt 3,267$         3,274$         3,341$         3,326$         3,279$         

Cash and Cash Equivalents (11)               (12)               (14)               (15)               (31)               

   Net Debt 3,256           3,262           3,327           3,311           3,248           
   Net Capitalization 4,930$         4,939$         5,010$         5,020$         5,067$         

66.1% 66.1% 66.5% 66.1% 64.3%

66.0% 66.1% 66.4% 66.0% 64.1%

98.3% 96.5% 93.1% 93.5% 87.2%Long-term Debt to Total Debt

(in millions, except for ratios)

Capitalization

Net Debt to Net Capitalization

Debt to Capitalization

Net Debt to Capitalization (Net of Cash)

* Excludes noncontrolling interest 
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Long-Term Debt Maturities 

* In 2018, the remarketable subordinated notes assumed due in 2028 will reset to the prevailing market interest rate 

and Black Hills will receive approximately $300 million from the Equity Unit Holders' mandatory purchase of 

common stock; we plan to use proceeds from conversion to pay down debt
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Committed to maintaining strong investment-grade credit ratings

Credit Rating

Black Hills Corporation S&P Moodyôs Fitch

Corporate Credit Rating BBB Baa2 BBB+

Senior Unsecured BBB Baa2 BBB+

Outlook Positive Stable Stable

ÅS&P Global Ratings on March 8, 2018, affirmed its corporate credit rating of 

Black Hills Corp. at BBB and upgraded the outlook to positive

ÅMoodyôs Investors Service on Dec. 12, 2017, affirmed its corporate credit rating 

of Black Hills Corp. at Baa2 with a stable outlook

ÅFitch Ratings on Oct. 4, 2017, affirmed its corporate credit rating of Black Hills 

Corp. at BBB+ with a stable outlook
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*   Earnings from continuing operations, as adjusted, is a non-GAAP item; reconciled to GAAP in Appendix

**  Compound annual growth rate based on 2018 earnings guidance midpoint of $3.40 per share

2018 Earnings Guidance Reaffirmed

Black Hills reaffirmed its guidance for 2018 earnings from continuing operations, as 

adjusted*, of $3.30 to $3.50 per share as most recently listed Feb. 2, 2018

$2.39

$2.97

$3.27
$3.13

$3.36

2013 2014 2015 2016 2017 2018*

E
a
rn

in
g
s 

p
e
r 

S
h

a
re

 f
ro

m
 C

o
n
ti
n

u
in

g
O

p
e
ra

ti
o

n
s,

 a
s 

a
d

ju
st

e
d

, 
p

e
r 

S
h

a
re

* $3.30- $3.50



Our newly constructed 3.5 mile natural gas 

pipeline delivers biogas, a renewable 

energy resource, from the Sarpy County 

Landfill to fuel homes and businesses in 

Sarpy County, Nebraska.

Strategic Overview
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Utility-centered energy company well positioned to build upon a track record 

of successful utility growth

Strategic Objectives

CUSTOMER: Provide quality 

products and services at a cost 

that effectively meet or exceed 

customer expectations with 

increased use of technology; 

effectively market these products 

and services to customers; and, 

share information to create 

understanding of energy-related 

issues

COMMUNITIES: Be a partner in 

growing the economies of the 

communities we serve

OPERATIONAL PERFORMANCE: 

Achieve top-tier operational 

performance in a culture of 

continuous improvement 

EFFICIENCY: Continuously 

engage employees to identify and 

pursue efficiencies, and to simplify 

or eliminate unnecessary 

processes. Sustain annual 

improvements to metrics comparing 

costs as a percent of gross margin

EFFECTIVENESS: Identify the 

right projects and tools that allow 

employees to work effectively every 

day

MEASUREMENT: Benchmark our 

costs and processes with 

meaningful metrics to assist with 

real-time business management 

assessment of results and 

accountability

ENGAGEMENT: Achieve status 

as one of the ñ100 Great Places to 

Workò as measured by the Great 

Places to Work Institute

DIVERSITY: Increase workforce 

diversity to achieve improved 

performance and the innovations 

that come from inclusiveness

EMPLOYEE DEVELOPMENT: 

Establish robust development 

options enabling increased 

performance while preparing 

employees for additional career 

opportunities

TEAM WORK: Maintain top 

quartile results within a 

professional, and productive work 

environment

SAFETY: Strive to be the safest 

energy company in the U.S. by 

emphasizing our culture to work 

and live safely every day

EARNINGS: Lead industry peers in 

earnings growth

DIVIDEND: Increase annual 

dividend, extending industry-leading 

dividend history

CREDIT RATING: Maintain solid 

investment-grade senior unsecured 

credit rating

ASSET DEVELOPMENT: Grow our 

core utility businesses through 

disciplined investments that meet 

customer needs, exceed our 

established hurdle rates and are 

accretive to earnings
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Strategy Execution

* Dividend percentage increase for 2018 reflects increase from actual annual dividend in 2017 compared to annual equivalent rate for 2018

** Source: S&P Market Intelligence as of May 1, 2018; annualized return is 10-year compound annual growth rate since May 1, 2008

ÅEarnings Growth ïachieve long-term EPS growth rate above utility industry average 

ÅDividend Payout Ratio ïtarget 50 to 60 percent

ü Retain flexibility to increase dividend during periods of slower EPS growth

ÅDividend Increase ïcontinue track record of 48 consecutive annual increases*

Target strong long-term total shareholder returns

Long-term Total Shareholder Return**
(May 1, 2008 to May 1, 2018)

8.1%

6.7%

9.0% 8.7%

BKH S&P 500
Utilities

SNL Gas
Utilities

SNL
Electric Co.

Annualized Total Shareholder Return**
(May 1, 2008 to May 1, 2018)
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Transitioning earnings drivers

Strategy Transitional Period

Invest in safety, reliability and growth for customers and communities

Long-term (2020+)Near-term  (2018-2019)  

ÅSlower earnings growth 

expectations

Å Integration savings

ÅFocused capital investment to 

reduce regulatory lag

ÅEntering test years in preparation for 

rate review filings or commencing 

such filings in certain jurisdictions

ÅHigher earnings growth expectations

ÅStrong capital investments to meet 

customer needs

ÅContinued focus on standardization 

and efficiency improvements

ÅRegular rate review filings
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Reduces business risk and drives more predictable earnings

Strength in Diversity

Gas Utilities           Electric Utilities

Utility Operating Income Gross Margin by State 2

(TTM as of March 2018)

Utility Rate Base1

*  Non-GAAP measure, reconciled to GAAP in Appendix
1 Estimated utility rate base as of Dec. 31, 2017; see appendix for more detail  
2 Montana data included in South Dakota totals

Electric 
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83%

Percent of Customers by State2

Gas 
Utilities

51%

Electric 
Utilities

49%

$145

$202

$88$93 $99

$68
$54

$158

$70

$0

$50

$100

$150

$200

$250

AR CO IA KS NE WY CO SD WY

(millions)



2018 First Quarter Earnings  May 4, 2018 24

Acquisitions created larger transmission and distribution systems

Strategic Execution Delivers Opportunities

45,000-mile natural gas 

gathering, storage, transmission

and distribution system

1.1 gigawatts* of electric generation 

and 9,000-mile electric transmission 

and distribution system 

* Excludes 49.9 percent ownership in Colorado IPP owned by a third party

Note: Information from 2017 Form 10-K 

Electric Utilities Service Area

Power Generation

Coal Mine

Transmission Pipeline

Gathering Pipeline

Natural Gas Distribution Service Area


