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Forward Looking Statements
COMPANY 

INFORMATION
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Rapid City, SD 57709-1400
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kim.nooney@blackhillscorp.com
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Director of Investor Relations 

605-721-1171
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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 2019 and 2020 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 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 Our ability to execute on our strategy, including: achieving long-term EPS growth rate above the utility

industry average, targeting a 50 to 60 percent dividend payout ratio and continuing our track record of

continuous annual dividend increases;

Å Our ability to execute our utility jurisdiction simplification plan;

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


2018 Fourth Quarter Earnings - Feb. 8, 2019 3

Discussion Agenda

Fourth Quarter and Full 

Year Review 
Linn Evans
President and Chief Executive Officer

Financial Update Rich Kinzley
Senior Vice President and Chief Financial Officer

Strategic Overview Linn Evans
President and Chief Executive Officer

Q&A
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2018 Fourth Quarter Highlights

Electric Utilities

ÅOn Dec. 17, South Dakota Electric and Wyoming Electric filed for approval of new, 

voluntary tariffs, known as Renewable Ready Service Tariffs

ü Filed joint application for approval to construct $57 million, 40-megawatt Corriedale 

Wind Energy Project near Cheyenne, Wyoming; facility will be jointly owned and 

constructed and placed in service in 2020

ÅOn Nov. 30, Wyoming Electric submitted its 2018 integrated resource plan to the 

Wyoming Public Service Commission recommending a balanced mix of generation 

resources including coal, natural gas, and renewable resources, such as wind and solar

ü Recommends purchase of Wygen I power plant as least cost resource; requires 

approvals from WPSC and Federal Energy Regulatory Commission

ü Expect process to be complete by year-end

ÅOn Oct. 31, Wyoming Electric received approval for comprehensive, multi-year, multi-

docket settlement resolving all outstanding issues related to its Power Cost Adjustment

ü Resolves several years of disputed issues related to PCA dockets; agreed to provide 

a total of $7 million in customer credits through the PCA in 2018, 2019 and 2020 

ü Variable cost adjustment of Wygen I power purchase agreement with Black Hills 

Wyoming (an affiliate company) will escalate by 3 percent annually through 2022
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2018 Fourth Quarter Highlights
Electric Utilities continued

Å In the fourth quarter, Colorado Electric and Wyoming Electric set new all-time winter 

peak loads 

ü Colorado - 313 megawatts on Oct. 3, surpassing 310 megawatts in February 2011

ü Wyoming - 238 megawatts on Dec. 6, surpassing 230 megawatts in December 2016

ǅ On July 10, set all-time peak load of 254 megawatts

Gas Utilities 

ÅOn Feb. 1, Colorado Gas filed a rate review proposal with Colorado Public Utilities 

Commission to consolidate rates, tariffs and services for its two existing gas distribution  

territories; also requested new rider mechanism to recover integrity investments

ü Legal consolidation and combination of Black Hillsô two Colorado utilities into a new 

company called Black Hills Colorado Gas, Inc. completed in December

ÅOn Nov. 20, Wyoming Gas received approval from the Wyoming Public Service 

Commission to construct $54 million, 35-mile Natural Bridge pipeline to enhance supply 

reliability and delivery capacity for 57,000 customers in central Wyoming; expected to be 

in service in late 2019

ÅOn Oct. 15, Arkansas Gas implemented new rates approved on Oct. 5 to recover over 

$160 million of investment to replace, upgrade and maintain over 5,500 miles of gas 

pipelines in Arkansas

ü $12 million increase in annual revenue based on 9.61 percent return on equity and 

capital structure of 49.1 percent equity and 50.9 percent debt
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Power Generation

ÅOn Dec. 11, Black Hills Electric Generation completed purchase of 50 percent 

ownership interest in 29-megawatt Busch Ranch I wind farm located near Pueblo, 

Colorado, from a third party for $16 million

ü Colorado Electric, an affiliate company, owns the remaining 50 percent and 

operates the facility

ü The acquired 14.5 megawatts of energy from purchased interest in wind farm is 

contracted to Colorado Electric through a power purchase agreement expiring in 

2037

Corporate Activities

ÅOn Jan. 30, 2019, board of directors declared a quarterly dividend of $0.505 per share

ü Equivalent annual rate of $2.02 per share represents 49th consecutive annual 

increase

ü In November, increased quarterly dividend 6.3 percent, the third quarterly increase 

of 6 percent or more since 2016

2018 Fourth Quarter Highlights
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Corporate Activities continued

Å Effective Dec. 31, David Emery retired as CEO after 29 years of service to Black Hills 

- 15 years as CEO, with 14 of those years as chairman of the board

ü Emery will continue to serve company as executive chairman until May 1, 2020

ü Linn Evans, president and chief operating officer and 17-year veteran of the 

company, was appointed president and CEO effective Jan. 1, 2019; also appointed 

to board of directors effective Nov. 1, 2018

ü Leadership transition result of comprehensive, multi-year, board-led succession 

planning process

Å On Nov. 1, Black Hills issued 6.37 million shares of new common stock related to 

conversion of 5.98 million equity units issued in 2015 to partially fund acquisition of 

SourceGas

ü Company had approximately 59.97 million shares of common stock outstanding 

after conversion; gross proceeds of $299 million used to repay $250 million senior 

notes and pay down short-term debt

2018 Fourth Quarter Highlights
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2018 Fourth Quarter Financial Highlights

* Non-GAAP measures; reconciled to GAAP in Appendix
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2018 Full Year Financial Highlights

* Non-GAAP measures; reconciled to GAAP in Appendix
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The Cheyenne Prairie Generating Station, looking east at sunrise. The facility is owned by 

two Black Hills Corporation entities and serves customers in Wyoming and South Dakota.

Financial Update
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Earnings Per Share Analysis

* Non-GAAP measures; reconciled to GAAP in Appendix

Q4 2017 Q1 2018 Q2 2018 Q3 2018 Q4 2018 FY-2017 FY-2018

Net Income from continuing operations 

available for common stock (GAAP) 1.17$      2.50$      0.45$      0.32$      1.51$      3.52$      4.78$      

Adjustments (after tax)

Acquisition costs 0.02 ð ð ð ð 0.05 ð

Tax reform and other tax items (0.21) 0.04 ð 0.10 (0.06) (0.21) 0.07

Legal restructuring - income tax benefit ð (0.91) ð ð (0.40) ð (1.31)

Total adjustments (0.19) (0.87) ð 0.10 (0.46) (0.16) (1.24)

Net Income from continuing operations 

available for common stock, as adjusted   

(Non-GAAP)* 0.98$      1.63$      0.45$      0.42$      1.05$      3.36$      3.54$      
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2018 Fourth 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 positive impact of $5.6 million ($0.8 million electric and $4.8 million natural gas) net of tax, related to weather 
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2018 Full Year Financial Drivers

*  Non-GAAP measure; reconciled to GAAP in Appendix
1 Excludes reduced revenue from Tax Cuts and Jobs Act (TCJA) 
2   Negative impact of $2.6 million from WYE PCA settlement
3   Utility margin positive impact of $13.5 million ($2.8 million electric and $10.7 million natural gas) net of tax, related to weather 

Note: minor difference in total due to rounding

$185.3
$196.5

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
c
o

m
e
 f

ro
m

 C
o

n
ti

n
u

in
g

O
p

e
ra

ti
o

n
s
 a

v
a
il

a
b

le
 

fo
r 

C
o

m
m

o
n

 S
to

c
k
, 

a
s
 a

d
ju

s
te

d
* 

 (
m

il
li
o
n
s
)

2017 2018

1,31,2,3

$8.0 

$34.5 

-$32.9 -$1.8

-$20.0
-$6.3 -$2.6 -$2.2

$32.9 $1.6 

+6%

(net of tax)



2018 Fourth Quarter Earnings - Feb. 8, 2019 15

Condensed Income Statement

* Non-GAAP measures; defined and/or reconciled to GAAP in Appendix and on slide 12

Note: Full income statement included in Appendix

 (in millions, except earnings per share)

2017 2018 2017 2018

Revenue 455.3$            501.2$            1,680.3$         1,754.3$         

Gross margin 296.2              308.1              1,117.0           1,128.6           

Operating expenses (129.4)             (144.0)             (507.7)             (535.3)             

DD&A (47.6)               (50.0)               (188.2)             (196.3)             

Acquisition costs (2.0)                 -                  (4.4)                 -                  

Operating income 117.2              114.1              416.7              397.0              

Interest expense (34.6)               (35.1)               (137.1)             (140.0)             

Other income 0.1                  0.7                  2.1                  (1.2)                 

Income taxes (14.8)               11.9                (73.4)               23.7                

Income from continuing operations 67.9$              91.6$              208.4$            279.5$            

Non-controlling interest (3.6)                 (3.8)                 (14.2)               (14.2)               

Income from continuing operations available 

for common stock
64.3$              87.8$              194.1$            265.3$            

Non-GAAP adjustments (10.4)               (26.8)               (8.8)                 (68.8)               

Income from continuing operations, as 

adjusted (Non-GAAP)
53.9$              61.0$              185.3$            196.5$            

EPS - Income from Cont. Ops available for 

common stock, as adjusted *
0.98$              1.05$              3.36$              3.54$              

Diluted shares outstanding (in thousands) 54.9 58.3 55.1 55.5

EBITDA, as adjusted* 167.0$            164.9$            611.4$            592.2$            

Full YearFourth Quarter
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Electric Utilities Gross Margin/Operating Income

Q4 Electric Utilities (in millions) 2018 Electric Utilities (in millions)

* Non-GAAP measures; reconciled to GAAP in Appendix

č

Ď

ÅReturn on transmission investments

ÅWeather

ÅCustomer growth

ÅReduced generation and employee expenses

ÅShared facility revenue

ÅLower revenue from TCJA 

ÅTransmission maintenance expenses

ÅHigher depreciation from larger asset base

ÅCustomer credits for Wyoming PCA

settlement

č

Ď

ÅReturn on transmission investments

ÅWeather

ÅCustomer usage

ÅShared facility revenue

ÅLower revenue from TCJA

ÅCustomer credits for Wyoming PCA 

settlement

ÅShared facility expense

$106.0

$38.4

$105.0

$32.8

Gross Margin,
as adjusted*

Operating Income,
as adjusted*

Q4 2017 Q4 2018

$430.3

$177.7

$427.6

$155.9

Gross Margin,
as adjusted*

Operating Income,
as adjusted*

2017 2018
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Gas Utilities Gross Margin/Operating Income

Q4 Gas Utilities (in millions) 2018 Gas Utilities (in millions) 

* Non-GAAP measures; reconciled to GAAP in Appendix

č

Ď

ÅWeather

ÅNew rates

ÅEnergy services 

ÅTransportation

ÅCustomer usage ïtotal and average

ÅLower revenue from TCJA

ÅHigher operating expenses

ÅShared facility expense

č

Ď

ÅWeather

ÅEnergy services  

ÅNew rates

ÅCustomer growth

ÅTransportation

ÅLower revenue from TCJA 

ÅHigher operating expenses

ÅHigher depreciation from larger asset base 

$152.8

$63.6

$170.4

$69.1

Gross Margin* Operating Income

Q4 2017 Q4 2018

$538.0

$185.1

$563.2

$185.2

Gross Margin* Operating Income

2017 2018
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Power Generation Revenue/Operating Income

Q4 Power Generation (in millions)* 2018 Power Generation (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

č

Ď

ÅHigher COIPP MWh sold

ÅLower COIPP maintenance expenses

ÅLower Wygen I MWh sold due to outage

ÅWygen I outage expenses

ÅHigher depreciation

č

Ď

ÅHigher COIPP PPA pricing and MWh sold

ÅLower property taxes

ÅLower Wygen I MWh sold due to outage

ÅWygen I outage expenses

$24.1

$12.1

$21.3

$8.9

Revenue,
as adjusted**

Operating Income,
as adjusted**

Q4 2017 Q4 2018

$94.6

$46.7

$92.5

$42.6

Revenue,
as adjusted**

Operating Income,
as adjusted**

2017 2018
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Mining Revenue/Operating Income

Q4 Mining (in millions) 2018 Mining (in millions)

č

Ď

ÅHigher contract pricing

ÅLower maintenance expenses

ÅLower mining costs

ÅLower tons sold due to reduced Wyodak 

power plant run rate

ÅLower tons sold due to Wygen I outage 

č

Ď

ÅHigher contract pricing

ÅLower maintenance expenses

ÅLower tons sold due to reduced Wyodak 

power plant run rate

ÅLower tons sold due to Wygen I outage

$17.6

$2.9 

$16.7

$3.7

Revenue Operating Income

Q4 2017 Q4 2018

$66.6

$13.5 

$68.0

$16.3

Revenue Operating Income

2017 2018
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Solid Financial Position

Improved Capital Structure

Strong Liquidity and Debt ProfileCommitted to Strong Investment-Grade Credit Ratings

* Equity excludes noncontrolling interest. see Appendix for detailed capital structure

Manageable Debt Maturities

Ample Access to Liquidity

August 2016: Increased revolver 

capacity from $500 billion to $750 billion

(millions)
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Dividend Increased for 49 Consecutive Years

Strong Dividend Growth Track Record

* Board of directors on Jan. 30 approved a quarterly dividend of $0.505 per share, equivalent to an annual rate of $2.02 per share 

^ Annual dividend payout ratio is calculated by dividing annual dividend per share by earnings from continuing operations, as 

adjusted, per share, a non-GAAP measure - reconciled to GAAP in Appendix; 2019 payout ratio is based on midpoint of earnings 

guidance range; see slide 22 and assumptions in Appendix
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2019 - Reaffirmed guidance range for EPS, as adjusted, of $3.35 to $3.55

2020 - Reaffirmed preliminary guidance range for EPS, as adjusted, of $3.50 to $3.80  
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*   2019 and 2020 guidance based on EPS, as adjusted - a non-GAAP item; reconciliations to GAAP are not available because 

unplanned or unique events that may occur are unknown at this time; see Appendix for list of guidance assumptions

Earnings Guidance*
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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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Customer-focused initiatives drive strong long-term total shareholder returns 

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 

utility 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

* Annualized dividend rate of $2.02 in 2019 represents 49 consecutive years of dividend increases

** Source: S&P Market Intelligence as of Jan. 31, 2019; annualized return is 10-year compound annual growth rate since Jan. 31, 2009

ÅEarnings Growth ïlong-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 49 consecutive annual increases*

Long-term Total Shareholder Return**
(Jan.31, 2009 to Jan. 31, 2019)
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Customer-focused initiatives drive strong long-term total shareholder returns 
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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 Dec. 2018)

Utility Rate Base1

*  Non-GAAP measure, reconciled to GAAP in Appendix    ** Non-GAAP measure
1 Estimated utility rate base as of Dec. 31, 2018; see Appendix for more detail  
2 Montana data included in South Dakota totals                                 Note:  TTM ïtrailing 12 months 
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