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Item 1.01 Entry into a Material Definitive Agreement
Compensation of Non-Employee Directors

On May 24, 2006, the Board of Directors of Black Hills Corporation approved revised
compensation arrangements for non-employee directors, increasing the additional annual
retainers for the Presiding Director and Audit Committee Chair to $12,000 and $10,000,
respectively, effective June 1, 2006. Director compensation is established by the Board of
Directors and periodically reviewed. The Board of Directors believes the revised compensation
arrangements are commensurate with those of similar companies and better align director and
shareholder interests.

Each non-employee director will continue to receive an annual cash retainer of $28,000, payable
on a monthly basis and will receive common stock equivalents equal to $28,000 per year. The
common stock equivalents are payable in stock or cash at retirement or can be deferred at the
election of the Director. The Directors also receive a meeting fee of $1,250 per meeting. All
other Committee Chairpersons will continue to receive an additional annual retainer fee of
$4,000.
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