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BLACK HILLS

CORPORATION

174,400 utility customers
101 communities served

Colorado
289,800 utility customers

119 communities served

597 megawatts of
owned power
generation capacity

lowa
159,600 utility customers
133 communities served
80 megawatts of owned
power generation capacity

115,800 utility customers
65 communities served

Montana
44 utility customers
2 communities served

Nebraska
293,600 utility customers
319 communities served

70,400 utility customers
29 communities served
130 megawatts of
owned power
generation capacity

Wyoming
176,900 utility customers
56 communities served
189 million tons of
coal reserves
556 megawatts of owned
power generation capacity



Electric Utilities
Natural Gas Utilities

Electric and
Natural Gas Utilities

¥ Mine

Power Generation
N Wind Generation

Company Headquarters

Kl




Eva
esident an
Chief Executive Officer

A | NOILVYYOdYO0D ST1IH Mov1g




David Emery
Executive Chairman
of the Board

EAR FELLOW
SHAREHOLDERS,

At Black Hills Corp., we endeavor every day to safely
deliver essential energy to 1.3 million customers in eight
states — across hundreds of miles — and in the small
towns, rural communities and growing cities we call
home. We are privileged to serve and have a proud
history dating back to 1883, when electricity first began
transforming our customers’ lives and livelihoods. To this
day, our customers remain at the center of all we do. We
live alongside them, as part of their community and as
part of their success.

The theme of this report, In Motion, reflects the
dedication and drive our 2,900 employees bring to

work every day to ensure our customers have the safe,
reliable, and affordable electricity and natural gas they
depend on to grow and thrive. In Motion reflects our
commitment to delivering innovative and sustainable
solutions to serve our customers’ energy needs and meet
their changing expectations. In Motion reflects how we’re
advancing our business strategy and delivering value to
our customers, communities and shareholders.
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DELIVERING STRONG
FINANCIAL RESULTS

2019 was a year of significant
accomplishment for Black Hills Corp.
Our engaged team delivered solid
financial performance and positioned
the company for sustainable, long-term
growth. Financial results were strong with
earnings, as adjusted, up 9% compared
to the prior year. Adjusted earnings per
share were $3.53* for the year — near
the upper end of our guidance range for
2019. Our per share adjusted earnings
were flat compared to 2018, off-setting
dilution from the conversion of equity
units in late 2018 and new shares

issued in 2019.

Our stock price gained 25.1% in 2019

with a total shareholder return of

28.6%, outpacing the company’s peers
and utility indexes. Our stock reported
multiple record high closing prices during
the year, including an all-time high of
$81.64. Our 5-year stock performance
was also excellent, with the share price
up 48.1% reflecting a total shareholder
return of 72.7%.

Of special note, we increased your
dividend by 6.2% in 2019 to $2.05 per
share. Black Hills Corp. has paid dividends
annually since 1942 and the increase

in 2019 puts the company on track

to achieve an important milestone in
2020 — 50 consecutive annual dividend
increases, the second longest track record
of any electric or gas utility in the country.

Our results continue to be driven by the
successful execution of our customer-
focused capital investment program

Non-GAAP measure reconciled to GAAP starting on page A-1

and by achieving operating efficiencies
and cost management through
business standardization.

In 2019, we deployed $850 million in
customer-focused capital to improve

the safety and reliability of our extensive
electric and natural gas systems,

foster customer growth and expand

our renewable energy offerings. Our
service territory spans nearly 1,600

miles across 824 communities in eight
geographically-diverse states. To serve
our customers, we operate and maintain
one of the largest natural gas and electric
infrastructure systems in the country —
composed of 46,000 miles of natural

gas lines and 9,000 miles of electric
transmission and distribution lines. We
take a long-term, programmatic approach
to maintaining and upgrading our
systems and prioritizing the deployment
of resources and capital to mitigate risk.
Due to ongoing infrastructure needs,
particularly within our gas utilities, we are
forecasting capital investments of $2.7
billion in 2020 through 2024.

We are committed to delivering long-
term value to you, our shareholders,
through our customer-focused
investment strategy, growing our
dividend and improving our balance
sheet. In 2019, we issued $100 million of
new equity through our at-the-market
equity offering program. We also issued
$700 million of long-term debt, more
closely aligning our debt maturities with
our long-lived assets.
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ENGAGING

STAKEHOLDERS

In 2019, we continued to advance key
regulatory initiatives to implement
solutions to better and more efficiently
serve our customers. We are making good
progress in our plans to consolidate our
multiple gas distribution utilities within
Colorado, Nebraska and Wyoming.

COLORADO

In Colorado, we completed the legal
consolidation of our two natural gas
utilities into a single company called
Black Hills Colorado Gas. We are working
through two proposals pending with the
Colorado Public Utilities Commission —
the first, to streamline the rates, tariffs
and services within our Colorado Gas
territories — and the second, to update
base rates to recover investments made
in 2018 to ensure the safety and reliability
of our natural gas system.

WYOMING

During 2019, we received approval from
the Wyoming Public Service Commission
to consolidate our four natural gas utilities
into one new legal entity. In December,
the commission approved a settlement
agreement allowing the company to
establish state-wide customer rates,
consolidate general tariffs, and implement
a general rate increase. This represented
the final step in our process to reduce the
complexity of our business in Wyoming,
leading to improved customer service.
New customer rates went into effect in the
first quarter of 2020.

NEBRASKA

The Nebraska Public Services Commission
approved the legal consolidation of our
two natural gas utilities in mid-2019 with
an effective date of Jan. 1, 2020. We

plan to file a rate review in mid-2020 to
consolidate the tariffs, rates and terms
and conditions of the two gas utilities.

OTHER HIGHLIGHTS

Wygen I: Our team selected a resource
solution to meet our Wyoming Electric
affiliate’s generation capacity shortfall

of 60 megawatts (MW) starting in 2023.
We have proposed a new, 20-year power
purchase agreement with Wygen |, a
mine-mouth generating facility owned by
our power generation segment, Black Hills
Wyoming. We submitted our application to
the Federal Energy Regulatory Commission
(FERC) in late 2019 seeking approval of
this agreement. If approved, Wygen |
would continue to provide our customers
with safe and reliable energy, ensure the
long-term price stability afforded by a
low-cost Wyoming energy resource, and
continue to provide stable, long-term
mining and plant operations jobs

within the state.

Federal Tax Cuts and Jobs Act: With

the 2019 approval of our Wyoming tax
implementation plan, we wrapped up the
final requirement of the Federal Tax Cuts
and Jobs Act of 2017, ensuring all our
customer rates reflect the lower federal
corporate income tax rate.



DELIVERING

SUSTRINABLE
ENERGY SOLUTIONS

Our Renewable Ready program is just
one example of how we’re delivering
innovative and sustainable solutions

to serve our customers’ energy needs
and changing expectations. Introduced
in 2018 and approved by regulators in
2019, Renewable Ready provides our
customers the opportunity to advance
their business goals and sustainability
objectives by choosing cost-effective,
utility-scale renewable energy resources
to power their businesses. Renewable
Ready gives customers the option

of subscribing to renewable energy
resources for up to 100% of their electric
energy needs. The program is available
to large commercial and industrial
customers and government agencies

in South Dakota and Wyoming.

To support the Renewable Ready program,
the company will build a new wind
generating facility in 2020 — the Corriedale
Wind Energy Project. Due to high customer
demand, the wind project, originally
proposed as a 40 MW facility, has been
expanded to 52.5 MW. Renewable Ready
subscribers will pay a cost-effective rate
for the full cost of generating, integrating
and delivering the renewable energy
produced at the wind project. Corriedale,
located near Cheyenne, Wyoming, will be
jointly owned by the company’s electric
utility subsidiaries in South Dakota

and Wyoming.
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DELIVERING

VALUED SERVICE

In every aspect of our business, we remain
focused on providing the highest level of
service and value to our customers. We
completed several key projects during the
year to improve the safety and reliability
of our natural gas and electric systems,
integrate more renewable energy, and
strengthen the grid. Projects of note
included: our 35-mile Natural Bridge
pipeline in Central Wyoming, our new,

60 MW Busch Ranch Il wind project in
Southern Colorado, and the completion of
the final 94-mile segment of our 175-mile
electric transmission line from Rapid City,
South Dakota, to Stegall, Nebraska. We will
share more details about these projects in
the pages to follow.

Our commitment to our customers starts
with our commitment to safety. From
the safe and reliable operation of our
power plants, electric grid and natural gas
infrastructure, to the work we do each
day in service to our customers, nothing
is more important. We are very proud of
our safety culture and we work hard at
it, every day. We never lose sight of the
critical nature of our work, especially in
times of crisis, when our customers and
communities need us most.

This was never more evident than in

March 2019, when historic flooding in the
Midwest left entire communities in our
Nebraska and lowa service territories under

water. Major rivers and large tributaries
flooded their banks, levees were breached,
and the 90-year-old Spencer Dam failed

in Nebraska, sending an 11-foot wave of
water downstream toward the Missouri
River. Hundreds of our customers were
forced to evacuate with little warning as
quickly rising waters washed out roadways,
flooded homes and businesses, and left
farms under as much as 8-feet of water.

The flooding also caused significant
damage to our natural gas infrastructure,
which called for a quick response from
our teams to ensure the safety of our
customers and communities. In Nebraska,
our coworkers responded to emergency
calls in 63 communities, requiring them to
turn off gas at nearly 500 meters, as well
as secure washed-out gas mains and make
repairs at several town border stations.
The flooding in Hamburg, lowa, was so
extensive our crews turned off the gas

to the entire town in order to ensure the
safety of this community.

With overnight temperatures nearing
freezing at that time of year, our teams
worked together to find safe solutions to
get the gas flowing as quickly as possible
after the floodwaters receded. What would
normally take months, took days, as our
coworkers worked tirelessly to rebuild
critical infrastructure and restore service
to our customers.
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DELIVERING

OPERATIONAL
EXCELLENCE

Delivering operational excellence means
we are always ready for our customers —
ensuring they have the energy they need
today and every day. Our dedicated team
works with precision and skill to ensure the
safe and reliable operating performance of
our power generating plants, energy grid
and natural gas infrastructure.

ENHANCING
THE CUSTOMER
EXPERIENCE

We leverage technology to better

serve our customers and meet their
changing expectations. With smart
meter technology — Advanced Metering
Infrastructure (AMI) — across each of our
three electric utilities, we are providing
customers with the information they
need to track and monitor their energy
usage so they can take more control over
their bills. AMI technology also provides
critical information to our operations

and customer service teams for utility
data analytics, system planning and grid
modernization efforts so we can more
quickly detect and respond to power
outages. In 2019, we implemented a
proactive outage communications system
for our electric customers, providing
information to help them stay safe during
an outage as well as provide outage
restoration updates. Customers can
choose to receive information via text
message, email or phone calls according
to their preferences.

INTEGRATING MORE
RENEWABLES

In partnership with our regional utility
partners, our Colorado Electric utility
announced plans in late 2019 to join the
Western Energy Imbalance Market. This
move will create value for our customers
through lower energy costs, improved
grid reliability and the integration of
more renewables onto the system.



TOP RELIRBILITY:"
PERFORMANCE,

In 2019, all three of our electric utilities
achieved reliability performance in

the top 25% among all electric utilities

in the nation. This high standard of
operating performance reflects our
proactive system planning, our thoughtful
investment approach, and our team’s
focus on customer service. We continue
to deliver top reliability performance,

an achievement made possible by

the outstanding performance of our 0
generating plants and power delivery*
systems. Reflective of growing customer
demand and strong economic growth

in our service territories, our ,e1ectric
utilities in Colorado and Wyo’ming set new,
all-time summer peak loads in 2019, with
Wyoming Electric setting a new, all-time
winter peak load as well.

2019 PEAK
SYSTEM DEMAND"

(in megawatts)

Summer
Colorado .
Winter
South Summer
Dakota Winter
Summer
Wyoming

Winter

* Peak System Demand represents the highest
of customer usage for a single hour for the
in total. Our system peaks include demand lo
for 100% of plants regardless of joint owner

** New record for peak demand
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ADVANCING RENEWABLE
ENERGY IN COLORADO

For over a decade, we have been
modernizing our electric system and
growing our renewable energy portfolio
to build one of the newest and cleanest
energy grids in Colorado, fueled by wind,
solar and natural gas generation. With the
completion of our 60 MW Busch Ranch I
wind farm in 2019, our system will achieve
30% energy delivery from renewable
sources, an important milestone in a
multi-year effort to advance our region’s
renewable energy goals and comply with
state law and regulatory requirements.

As a Colorado-built project, the benefits
of Busch Ranch Il extend well beyond the
generation of renewable energy. Through
a partnership with Vestas, all components
of the wind farm’s 27 turbines were

)
\

manufactured at facilities across Colorado,
including Vestas’ Pueblo campus — the
largest wind turbine tower factory in

the world — helping to promote local
economic development and cement
Southern Colorado as a renewable

energy leader.

The $71 million wind project was
developed by our power generation
segment, Black Hills Electric Generation,
for our affiliate electric utility, Colorado
Electric. The project is sited on 13,000
acres south of Pueblo, Colorado, in
Huerfano and Las Animas Counties. All of
the wind project’s energy will be delivered
to Colorado Electric through a 25-year
power purchase agreement, providing an
estimated $240 million in fuel savings to
our customers over that period.

Busch Ranch Il,:Southern Co_lora-do



A PATH TO A CLEAN
ENERGY FUTURE

To further our renewable energy
ambitions, we submitted a proposal to
the Colorado Public Utilities Commission
in 2019 seeking approval of a plan to
potentially add up to 200 MW of new,
low-cost renewable energy resources to
our Southern Colorado system.

While our Colorado Electric utility has
sufficient power resources to meet our
customers’ day-to-day electricity needs,
the plan, “Renewable Advantage,”
proposes to deliver significant customer

savings by supplementing existing power

owable en aYS

include wind, solar and battery storage.
Independent evaluators will determine
the most cost-effective resource to
increase the renewable portfolio of the
company. Subject to commission approval,

the addition of up to 200 MW of new
renewable energy resources could
result in approximately 65% of our
Colorado Electric customers’ energy
usage produced from carbon-free
resources by 2023.

Due to the intermittent nature of
renewable energy resources — the wind
doesn’t always blow and the sun doesn’t
always shine — it is necessary to have
backstop generation to ensure continuous
reliability for our customers. Our

modern, natural gas-fired P
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~ DELIVERING AN
~ ADVANCED, MODERN

GAS SYSTEM--

We are committed to ensuringthe safe
and reliable delivery of natural gas to our
customers’ homes and businesses. To do
so, we consistently invest in our extensive
natural gas system, taking a programmatic
approach to maintaining, upgrading.and
replacing critical infrastructure to better
Serve our customers and communities

and mitigate risk.

We successfully delivered several key
projects in 2019 to enhance the safety
and reliability of our natural gas system
while supporting customers’ growing
needs for energy.

—_—

T N
NATURAL BRIDGE

In 2019, we constructed and placed

into service a new, 35-mile natural gas
transmission line to enhance the reliability
and capacity of our system, thereby ensuring
our ability to meet the growing needs of our
57,000 customers in Central Wyoming. The
$54 million Natural Bridge pipeline project
is comprised of 12-inch steel pipeline and
two new regulating stations. This expanded
system provides access to additional natural
gas supplies and ensures our customers
have enough energy to meet their current
and future needs.

S



After construction, we restore the land to
its natural state. We re-seed, mulch and
monitor the right-of-way until vegetation
is re-established, minimizing the long-term
impact to the land along our pipelines.

Natural Bridge job site, Central Wyoming
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Lincoln, Nebraska
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N._atural gas resiliency project
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KANSAS
ACCELERATED
REPLACEMENT
PROGRAM

We place the highest value on safety,
which extends to the safety of our
systems, customers and communities.
That’s why in 2019, we began work on
the first phase of an accelerated pipeline
replacement program in Kansas. Over
the next seven years, we will update all
bare steel mains, service and yard lines
within the city limits of communities

in our Kansas service area. In total, we
will complete 148 individual projects,
consisting of 30.5 miles of main and 3,150
service lines, and invest $19 million to
increase our system’s safety.

LINCOLN
RESILIENCY
PROJECT

We completed a multi-phased project in
2019 to improve the safety and reliability
of our natural gas system in Lincoln,
Nebraska. The project encompassed the
replacement and upgrade of 16 miles of
aging natural gas pipeline, a portion of
which was originally installed in 1930. In
addition, four town border stations were
upgraded to improve system safety while
also allowing for additional natural gas
supplies to serve the system.

RENEWABLE
NATURAL GAS

Our customers are increasingly looking

to us for innovative solutions that

support their sustainability objectives.

In partnership with our customers and
communities, we are developing projects
to convert raw biogas, derived primarily
from landfills and wastewater treatment
facilities, into pipeline quality renewable
natural gas (RNG). Through our network
of natural gas pipelines, we offer the
opportunity for RNG to be accepted into
our transmission and distribution system
and delivered to our customers through
interconnection receipt points. Working
with our customers and developers, we
have placed into service over 1,800 Mcf
(thousand cubic feet) per day of pipeline
quality RNG - enough energy to fuel
nearly 4,000 homes per year. Our projects
include: Butler County Landfill Gas Project,
near David City, Nebraska; Sarpy County
Landfill Gas Project, located near Papillion,
Nebraska; and the Water Resource
Recovery Center in Dubuque, lowa.

SNOWY RANGE

With rapidly increasing population and
economic growth in Laramie, Wyoming,
our existing natural gas pipeline was unable
to meet the higher customer demand for
energy. We expanded the system in 2019
with a new, 4.5 mile, 12-inch steel natural
gas pipeline, called the Snowy Range Loop.
This new pipeline ensures the safety and
reliability of the Laramie system and allows
for customer growth.
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LIVING OUR VALUES

When we think of our many accomplishments in 2019, one of the things that stands
out the most is our coworkers’ commitment to safety. Over the past 12 years, we have
reduced workplace injuries by more than 73%. In 2019, our Total Case Incident Rate
(incidents per 200,000 hours worked) was 1.25, well below the utility industry average
of 1.95. Our Preventable Motor Vehicle Incident Rate (vehicle accidents per 1 million
miles driven), another indicator of our safety performance, was 2.48 in 2019, well below
the industry average of 3.11.

We are extremely proud of our coworkers at our Pueblo Airport Generating Station in
Southern Colorado, who achieved the highest designation for workplace safety in 2019,
earning the Voluntary Protection Program (VPP) Star Status from the Occupational
Safety and Health Administration (OSHA). Driven entirely by our employee team, the
path to VPP status was a multi-year effort with rigorous requirements by OSHA.

It's often said there is something uniquely special about utility people and Black Hills Corp.
people are the best in the business. They are the folks who do what it takes — often
leaving the comfort of their homes and families in the middle of the night and in the
worst of conditions — to respond to those in need. This commitment to our customers
was on full display during the March flood response and the severe winter storms we
experienced last year, but it’s also evident in the everyday actions of our team as they
serve our customers.

From the courteous service from our call center agents, to the respectful way our field
teams work with our customers to provide solutions and service, this commitment runs
deep. Our customers are our neighbors, friends and family. In 2019, our community
support totaled over $5.5 million, including over $520,000 in employee giving to
United Way agencies and affiliates across our service territory and nearly $1 million

in support of local economic development initiatives.

As we close this letter, we would like to take a moment to welcome two new
independent directors to the Black Hills Corp. board of directors, Kathleen S. McAllister
and Tony A. Jensen. With their extensive leadership experience in finance and capital-
intensive sectors, they add significant value to the board as we execute our strategy
and continue to deliver value to our customers and shareholders.

Thank you for the confidence and trust you have placed in our company. We are looking
forward to another outstanding year ahead.

Sincerely,

(A /L%/ e WVt

David R. Emery and Linn Evans






