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BLACK HILLS CORPORATION
CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS’ EQUITY

AND COMPREHENSIVE INCOME

Years ended December 31,		  2007		  2006		  2005
	 (in thousands, except share amounts)
Common stock:						    
   Balance beginning of year	 $	 33,405	 $	 33,223	 $	 32,595
      Issuance of common stock 		  4,437		  182		  628
   Balance end of year (37,842,221 shares, 33,404,902, shares and 						    
      33,222,522 shares issued in 2007, 2006 and 2005, respectively)		  37,842		  33,405		  33,223
						    
Additional paid-in capital:						    
   Balance beginning of year		  409,826		  404,035		  384,439
      Issuance of common stock		  150,630		  5,791		  18,751
      Issuance of treasury stock, net		  19		  —		  845
   Balance end of year		  560,475		  409,826		  404,035
						    
Retained earnings:						    
   Balance beginning of year		  348,245		  313,217		  322,009
      Net income		  98,772		  81,019		  33,420
      Dividends on common stock		  (50,300)		  (43,960)		  (42,053)
      Dividends on preferred stock		  —		  —		  (159)
      Cumulative effect of change in accounting principle (see Notes 1 and 13)		  676		  (2,031)		  —
   Balance end of year		  397,393		  348,245		  313,217
					   
Treasury stock:					   
   Balance beginning of year		  (920)		  (1,766)		  (2,838)
      (Purchase) issuance of treasury stock, net 		  (427)		  846		  1,072
   Balance end of year (45,916 shares, 35,700 shares and 66,938 shares					   
      issued in 2007, 2006 and 2005, respectively)		  (1,347)		       (920)		     (1,766)
						    
Accumulated other comprehensive (loss) income:						    
   Balance beginning of year		  (515)		  (9,830)		  (7,607)
      Other comprehensive (loss) income, net of tax (see Note 14)		  (23,993)		  15,429		  (2,223)
      Adoption of accounting pronouncement (see Note 17)		  —		  (6,114)		  —
   Balance end of year		  (24,508)		      (515)		    (9,830)
					   
Total stockholder’s equity	 $	 969,855	 $	 790,041	 $	 738,879

Years ended December 31,		  2007		  2006		  2005
	 (in thousands)
Comprehensive income:						    
   Net income available for common stock	 $	 98,772	 $	 81,019	 $	 33,261
   Other comprehensive (loss) income, net of tax (see Note 14)		  (23,993)		  15,429		  (2,223)
						    
	 $	 74,779	 $	 96,448	 $	 31,038

The accompanying notes to consolidated financial statements are an integral part of these consolidated financial statements.
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BLACK HILLS CORPORATION

Notes to Consolidated Financial Statements 
December 31, 2007, 2006 and 2005

1 BUSINESS DESCRIPTION  
AND SUMMARY OF SIGNIFICANT  

          ACCOUNTING POLICIES

Business Description
Black Hills Corporation is a diversified energy company and with 
its subsidiaries operates in two primary operating groups: Utilities 
and Non-regulated energy (previously Retail services and Wholesale 
energy, respectively). The Utilities group includes public utility 
electric operations through its subsidiary, Black Hills Power, and 
public utility electric and gas operations through its subsidiary, 
Cheyenne Light, which was acquired on January 21, 2005. The 
Company operates its Non-regulated energy businesses through its 
direct and indirect subsidiaries: BHEP related to oil and natural 
gas production; Black Hills Generation and its subsidiaries and 
Black Hills Wyoming related to independent power activities; 
WRDC related to coal; Enserco related to natural gas and crude 
oil marketing; all aggregated for reporting purposes as Black Hills 
Energy. For further descriptions of the Company’s business segments, 
see Note 20. 

In March 2006, the Company sold the operating assets of BHER 
and related subsidiaries, the Company’s crude oil marketing 
and transportation business. In June 2005, the Company sold 
its subsidiary, Black Hills FiberSystems, Inc., the Company’s 
communications segment and in April 2005 sold the Pepperell power 
plant, the last remaining power plant in the eastern region. Amounts 
related to Black Hills Energy Resources, Black Hills FiberSystems 
and Pepperell are included in Discontinued operations on the 
accompanying Consolidated Financial Statements. See Note 16 for 
further details.

Use of Estimates
The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of 
America requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses 
during the reporting period. The most significant estimates relate to 
allowance for uncollectible accounts receivable, realization of market 
value of derivatives due to commodity risk, intangible asset valuations 
and useful lives, long-lived asset values and useful lives, proved oil 
and gas reserve volumes, employee benefit plans and contingency 
accruals. Actual results could differ from those estimates.

Principles of Consolidation 
The consolidated financial statements include the accounts of 
Black Hills Corporation and its wholly-owned and majority-owned 
subsidiaries. In addition, the Company consolidates Wygen Funding, 
Limited Partnership, a VIE in which the Company is the primary 
beneficiary as defined by FIN 46(R). Generally, the Company uses 
the equity method of accounting for investments of which it owns 
between 20 and 50 percent and investments in partnerships under 20 
percent if the Company exercises significant influence. 

All significant intercompany balances and transactions have been 
eliminated in consolidation except for revenues and expenses 
associated with intercompany fuel sales in accordance with the 
provisions of SFAS 71. Total intercompany fuel sales not eliminated 
were $13.2 million, $10.8 million and $10.1 million in 2007, 2006 
and 2005, respectively.

The Company’s consolidated statements of income include operating 
activity of acquired companies beginning with their acquisition date.

The Company uses the proportionate consolidation method to 
account for its working interests in oil and gas properties and for 
its ownership in the jointly owned Black Hills Power transmission 
tie, the Wyodak power plant and the BHEP gas processing plant as 
discussed in Note 5.

Cash Equivalents
The Company considers all highly liquid investments with an 
original maturity of three months or less to be cash equivalents.

Materials, Supplies and Fuel
As of December 31, the following amounts by major classification 
are included in Materials, supplies and fuel on the accompanying 
Consolidated Balance Sheets: 

(in thousands)		  2007		  2006
Major Classification				  
Materials and supplies	 $	 35,037	 $	 31,946
Fuel		  5,025		  9,663
Gas and oil held by energy marketing		  55,906		  50,951
Total materials, supplies and fuel*	 $	 95,968	 $	 92,560
*	 As of December 31, 2007 and 2006, market adjustments related to gas and oil held by 

energy marketing and recorded in inventory, were $(9.8) million and $(31.5) million, 
respectively. (See Note 2 for further discussion of energy marketing trading activities.)

“Materials and supplies” and “Fuel” are stated at the lower of cost or 
market on a weighted-average cost basis.

“Gas and oil held by energy marketing” primarily consists of gas held 
in storage and gas imbalances held on account with pipelines. Gas 
imbalances represent the differences that arise between volumes of 
gas received into the pipeline versus gas delivered off of the pipeline. 
Generally, natural gas and oil inventory is stated at the lower of 
cost or market on a weighted-average cost basis. To the extent that 
fuel and gas and oil held by energy marketing have been designated 
as the underlying hedged item in a fair value hedge transaction, 
those volumes are stated at market value using published industry 
quotations.




