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I. INTRASTATE RETURN ON EQUITY
	

GAS UTILITY
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MONTANA-DAKOTA UTILITIES CO.
ANNUAL REPORT

TO THE
NORTH DAKOTA PUBLIC SERVICE COMMISSION

(A) (B)

2008

(C) (D)

2007

(E)

Line Total North ND % North Variance
Description Company Dakota (B / A) Dakota (B-D /

Operating Revenues:
1 Residential $180,896,937 $74,353,509 41.10% $57,371,973 29.60%
2 Firm General 121,933,892 51,070,969 41.88% 38,463,227 32 .78%
3 Small Interruptible 13,942,364 9,687,474 69.48% 6,789,738 42.68%
4 Large Interruptible 714,209 74,160 10.38% 123,564 -39.98%
5 Transportation 2,960,912 1,096,001 37.02% 805,605 36.05%
6 Other Operating Revenues 1,127,352 405,927 36.01% 336,347 20.69%
7 Unbilled Revenue 7,635,751 2,776,083 36.36% 1,420,441 95.44%
8 Total Operating Revenues $329,211,417 $139,464,123 42.36% $105,310,895 32.43%

Operating Expenses:
9 Cost of Purchased Gas $262,479,875 $113,198,197 43.13% $82,212,374 37.69%

10 Other Gas Supply Expense 284,810 125,218 43.97% 121,556 3.01%
11 Distribution Expense 17,236,538 7,767,738 45.07% 6,629,194 17.17%
12 Customer Accounts Expense 7,477,824 2,744,634 36.70% 2,972,996 -7.68%
13 Customer Service & Info. Exp. 486,685 247,453 50.84% 190,063 30.20%
14 Sales Expense 883,994 312,949 35.40% 360,157 -13.11%
15 Administration & General Exp. 16,223,114 6,905,587 42.57% 6,679,728 3.38%
16 Depreciation Expense 8,765,665 3,026,521 34.53% 2,933,987 3.15%
17 Taxes Other than Income 5,724,363 1,478,592 25.83% 1,283,299 15.22%
18 Total Operating Expenses $319,562,868 $135,806,889 42.50% $103,383,354 31.36%

19 Net Operating Income
20 before Income Taxes $9,648,549 $3,657,234 37.90% $1,927,541 89.74%

Income Tax Expense:
21 Investment Tax Credits
22 Deferred Income Taxes $10,821,547 $4,708,244 43.51% ($1,527,115) -408.31%
23 Income Taxes (9,712,937) (4,259,184) 43.85% 1,438,849 -396.01%
24 Total Income Tax Expense $1,108,610 $449,060 40.51% ($88,266) -608.76%

25 Net Regulated Earnings $8,539,939 $3,208,174 37.57% $2,015,807 59.15%



I. INTRASTATE RETURN ON EQUITY
	

GAS UTILITY
PAGE 2 OF 2

MONTANA-DAKOTA UTILITIES CO.
ANNUAL REPORT

TO THE
NORTH DAKOTA PUBLIC SERVICE COMMISSION

Line
Description

(A) (B)

2008

(C) (D)

2007

(E)

Variance
(B-D / D)

Total
Company

North
Dakota

ND %
(B /A)

North
Dakota

Rate Base:
1 Plant in Service $273,107,652 $95,534,731 34.98% $86,584,608 10.34%
2 Less: Accumulated Depreciation 157,975,679 61,169,085 38.72% 58,771,983 4.08%
3 Add: Construct. Work in Prog. 1/ 2,258,643 1,065,512 47.17% 1,057,146 0.79%
4 Net Plant in Service $117,390,616 $35,431,158 30.18% $28,869,771 22.73%

Additions:
5 Materials and Supplies 2/ $2,099,531 $941,235 44.83% $811,274 16.02%
6 Prepayments 2/ 345,807 117,308 33.92% 148,316 -20.91%
7 Fuel Stocks 2/ 30,398 30,398 100.00% 29,232 3.99%
8 Gas in Underground Storage 4,676,769 0.00%
9 Prepaid Demand/Commodity 1,149,055 0.00%

10 Gas IRP & Other 184,165 0.00%
11 Unamortized Loss on Debt 2,932,996 895,041 30.52% 949,317 -5.72%
12 Total Additions $11,418,721 $1,983,982 17.37% $1,938,139 2.37%

Deductions:
13 Accum. Deferred Income Taxes $12,147,573 $4,239,423 34.90% $3,779,372 12.17%
14 Accumulated Deferred ITC's 121,299 55,646 45.88% 78,168 -28.81%
15 Cust. Advances for Construct. 2/ 1,975,475 961,135 48.65% 747,446 28.59%
16 Total Deductions $14,244,347 $5,256,204 36.90% $4,604,986 14.14%

17 Average Rate Base $114,564,990 $32,158,936 28.07% $26,202,924 	 3/ 22.73%

18 Rate of Return on Avg. Rate Base 7.454% 9.976% 7.693%

19 Less: Weighted Cost of Debt 3.019% 3.019% 3.074%
20 Weighted Cost of Pref. Stock 0.141% 0.141% 0.181%

21 Weighted Return on Equity 4.294% 6.816% 4.438%
22 % of Equity to Capital Structure 48.717% 48.717% 53.554%
23 Return on Equity 8.814% 13.991% 8.287%

24 Return on Equity - Adjusted 4/ 4.873%

1/ Completed construction at December 31, 2008 not yet classified.
2/ Thirteen month average.
3/ Includes unamortized loss on debt.
4/ Reflects exclusion of 401 K tax deduction, not attributable to utility service and normalized margin.
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MONTANA-DAKOTA UTILITIES CO.
ANNUAL REPORT

TO THE
NORTH DAKOTA PUBLIC SERVICE COMMISSION

Line

(A)

2008
Average

(B) (C) (D)

Weighted
# Description (000's) Ratio Cost Cost

1 Long-Term Debt if $193,254 37.683% 7.016% 2.644%

2 Short Term Debt 2/ 53,998 10.529% 3.558% 0.375%

3 Preferred Equity 15,750 3.071% 4.601% 0.141%

4 Common Equity 249,840 48.717% 3/ 3/
5 Total $512,842 100.000% 3/

1/ Includes Minot Air Force Base note payable issued September 23, 2008.
2/ Return on equity is calculated in Section I, page 2 of 2
3/ Reflects monthly average short term debt.
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III. AFFILIATED TRANSACTIONS
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MONTANA-DAKOTA UTILITIES CO.
ANNUAL REPORT

TO THE
NORTH DAKOTA PUBLIC SERVICE COMMISSION

MAJOR TRANSACTIONS

Revenue or (Expense)
Allocated to

Line General Description of Service Total North
# Affiliate's Name Rendered and/or Supplied Company Dakota
1 Knife River Corporation Electric Sales $107,634 $107,634
2 Natural Gas Sales 34,077 34,077

3 Williston Basin Interstate Pipeline Electric Sales 1,478,702 399,237
4 Company Natural Gas Pipeline Services (37,633,274) (15,528,718)
5 Natural Gas Sales 37,601 5,850

6 FutureSource Electric Sales 147,481 147,481
7 Natural Gas Sales 9,717 9,717

8 Fidelity Exploration & Production Electric Sales 76,369 308
9 Company Natural Gas Sales 1,289 0

10 Prairielands Energy Marketing, Inc. Natural Gas Purchases (34,459,783) (14,459,922)

11 Bitter Creek Pipeline Electric Sales 3,524 0
12 Natural Gas Sales 8,650 0

13 JTL Group Natural Gas Sales 63,609 0

14 Rocky Mountain Contractor Natural Gas Sales 3,437 0

Total ($70,120,967) ($29,284,336)



0

cn
0 <a.

z
0
U)

o
C/) =

• 

0
LU
1.7. H UJ
71 0

• re< 

• 

U)

O °-• UJ• ro-
O

< a.
Z Z

Z 0
<

o

0

O
O

U)
O
O

CO
O
O

O
O

CO
O
O
C

N C.0 LID
0 0 CO
I— 'Kr_

0 'Cr
04

co

LO (7) O 0)
rs- CD

cr) 	 co c)
co

N• co
04 Cri.

LO 	 (7)
Lo
r-

CO CO sq: U)
N-

CO
'r) O 	 •:1-

CD LO
a)
In

Y71- 	co co co
U) 	 co co

co 	 c)
CO

CO
II) N-

co
6 In Csi 1.6

CY) CI) CO 	 CO
CO

•7 CO 	 CO CD

1.6 	 CO

v- CO N-
()) 0 Cr
0') CO

(O

0 N.-
0
.-

co
•ct-
r-
a5

CD '‘— 'Kr 0) •-
(0 a) a) CO CO
cv r-- co 04 •-
c-- 6 0 •cr CN

LID
CO

O N— LC) CY) 	 CO CO
(7) 0 CO 	 0)
CO ...6 ,-- 	 CN CO

00 CO LID
CY) 11) CO

O N
0)

O
(r)

CO ct CS) CID CT)
CS) 	 01 CD N-

(0
CO

N— N- O (0 	 CO (7) CO CN
05 O CO

O VCO 	 r
 V N

(15 ti

CO OD Yzr
CO CS)
CO CO

0 0)
CO

U)
(7)
CO

04 C\I LO CO Le
c) a) co o-)
1.... (0 (i) CO CO

CO
U)

00-
N-

',.
a)

,... o6 o6 C 	 ,-co c) co 	 (7)co N- CO 	 0

O

N-- In- s--- 	4-

C 	 C
O 	 o

...= 	 ...=
a) a) (13 	a) 

1-
a) (13

T:1 3 t...a a'el 'a 0- 	 , t_
12 2 2 2

(0 a) (̀r) 45 F.2 ..,.. .

a, (y12 ,62 452 22

-.-. a) "E -E. /— 	 c a) "E -El—
c 	 a) 0 ;_-_- —0 , 0 I: —o 	 7 	 a) cy)

...7.,- 	 US F co a) "15 T	

°)
I:5- 	77) P -(173a_ 	 _c —

cl) '-- E iti — o 	 a) (1
:: E ,.... _c 4,-2

CZ Y-'" 0' C 	 a it w _1 0 1— W ir. w _1 0 1—
w 	 I	 1 	 . 	 , 	 I 	 , 	 I 	 1 	 1 	 . 	 ,
a)
o 	 112

a)
Ea) 	 o

7/as 	 1-1
a)
CL 0

a) 	 "C)
C 	 -ia

E w 	 oo
V) 	 c`6 	 w
z 	 a) 	 __
o >- 	 0

o c 	 CN co -4- U) CO 	 r- O CA o 	 cv
N-•

-J



NORTH DAKOTA COST OF SERVICE STUDY

GAS OPERATIONS
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MONTANA-DAKOTA UTILITIES CO.
INCOME STATEMENT

GAS UTILITY
TWELVE MONTHS ENDED DECEMBER 31, 2008

Operating Revenues

Total
Company

North
Dakota Others

Sales Revenues
Residential $180,896,937 $74,353,509 $106,543,428
Firm General 121,933,892 51,070,969 70,862,923
Small Interruptible 13,942,364 9,687,474 4,254,890
Large Interruptible 714,209 74,160 640,049
Unbilled Revenue 7,677,697 2,772,683 4,905,014
Total Sales Revenues 325,165,099 137,958,795 187,206,304

Transportation Revenues
Small Interruptible 1,370,476 424,450 946,026
Large Interruptible 1,590,436 671,551 918,885
Unbilled Revenue (41,946) 3,400 (45,346)
Total Transportation Revenues 2,918,966 1,099,401 1,819,565

Other Operating Revenues 1,127,352 405,927 721,425
Total Operating Revenues $329,211,417 $139,464,123 $189,747,294

Operating Expenses
Operation and Maintenance

Cost of Purchased Gas $262,479,875 $113,198,197 $149,281,678
Other Gas Supply 284,810 125,218 159,592
Distribution 17,236,538 7,767,738 9,468,800
Customer Accounts 7,477,824 2,744,634 4,733,190
Customer Service & Information 486,685 247,453 239,232
Sales 883,994 312,949 571,045
Administrative & General 16,223,114 6,905,587 9,317,527
Total O&M Expenses 305,072,840 131,301,776 173,771,064

Depreciation
Distribution 6,670,824 2,354,151 4,316,673
General 623,237 190,567 432,670
Common 809,405 237,662 571,743
Amort. of Intangible Plant - General 27,655 27,442 213
Amort. of Intangible Plant - Common 629,958 213,459 416,499
Amort. of Acquisition Adjustment 2,819 2,819 0
Gas Leased to Others 1,767 421 1,346
Total Depreciation Expense 8,765,665 3,026,521 5,739,144
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MONTANA-DAKOTA UTILITIES CO.
INCOME STATEMENT

GAS UTILITY
TWELVE MONTHS ENDED DECEMBER 31, 2008

Operating Expenses Con't.

Total
Company

North
Dakota Others

Taxes Other Than Income Taxes
Ad Valorem Taxes

Distribution 2,804,058 568,347 2,235,711
General 190,635 48,644 141,991
Common 379,864 54,530 325,334
Intangible 2,989 2,373 616
Total Ad Valorem Taxes 3,377,546 673,894 2,703,652

Other Taxes 2,346,817 804,698 1,542,119
Total Taxes Other Than Income Taxes 5,724,363 1,478,592 4,245,771

Current Income Taxes (9,712,937) (4,259,184) (5,453,753)

Deferred Income Taxes 10,821,547 4,708,244 6,113,303
Total Operating Expenses $320,671,478 $136,255,949 $184,415,529

Operating Income $8,539,939 $3,208,174 $5,331,765

Year End Rate Base $121,062,367 $36,317,760 $84,744,607

Rate of Return 7.05% 8.83% 6.29%
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MONTANA-DAKOTA UTILITIES CO.
YEAR END RATE BASE

GAS UTILITY
TWELVE MONTHS ENDED DECEMBER 31, 2008

Plant in Service

Total
Company

North
Dakota Others

Gas Plant in Service
Distribution $225,103,503 $80,588,493 $144,515,010
General 28,178,715 8,508,521 19,670,194
Intangible Plant - General 3,927,115 3,649,536 277,579
Common 20,501,107 5,908,092 14,593,015
Intangible Plant - Common 9,133,302 3,094,845 6,038,457
Acquisition Adjustment 97,266 97,266
Gas Plant Leased to Others - Distribution 25,773 11,374 14,399
Total Gas Plant in Service 286,966,781 101,858,127 185,108,654

Accumulated Reserve for Depreciation
Distribution 133,362,355 51,421,305 81,941,050
General 13,817,513 5,415,879 8,401,634
Intangible Plant - General 481,477 203,898 277,579
Common 7,587,883 3,291,653 4,296,230
Intangible Plant - Common 6,150,353 2,084,031 4,066,322
Acquisition Adjustment 43,934 43,934 0
Gas Plant Leased to Others - Distribution 26,495 7,650 18,845
Total Accum. Reserve for Depreciation 161,470,010 62,468,350 99,001,660

Net Gas Plant in Service 125,496,771 39,389,777 86,106,994

CWIP in Service Pending Reclass. 2,258,643 1,065,512 1,193,131
Total Gas Plant in Service $127,755,414 $40,455,289 $87,300,125

Additions
Materials and Supplies 2,193,544 985,484 1,208,060
Fuel Stocks 33,492 33,492
Prepayments 60,708 20,587 40,121
Gas in Underground Storage 3,133,884 3,133,884
Demand Charges 1,247,383 1,247,383
Gas IRP & Other 289,014 289,014
Unamortized Loss on Debt 2,851,773 865,528 1,986,245

Total Additions 9,809,798 1,905,091 7,904,707

Total Before Deductions $137,565,212 $42,360,380 $95,204,832

Deductions
Accumulated Deferred Income Taxes 14,204,189 4,841,563 9,362,626
Accumulated Investment Tax Credits 94,261 44,696 49,565
Customer Advances 2,204,395 1,156,361 1,048,034

Total Deductions 16,502,845 6,042,620 10,460,225

Year End Rate Base $121,062,367 $36,317,760 $84,744,607
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Deloitte. 	
Deloitte & Touche LLP
50 South Sixth Street
Suite 2800
Minneapolis, MN 55402-1538
USA

Tel: +1 612 397 4445
Fax: +1 612 397 4450
www.deloitte.com

INDEPENDENT AUDITORS' REPORT

To the Managing Committee of
Montana-Dakota Utilities Co.:

We have audited the calculations of the Cost of Gas Adjustment (COG) and Fuel Cost Adjustment (FCA)
shown on the accompanying schedules and included in the monthly filings of Montana-Dakota Utilities Co.
(the "Company"), a division of MDU Resources Group Inc., for the year ended December 31, 2008, based
upon Chapters 69-09-01-30 and 69-09-02-39, respectively, of the North Dakota Administrative Code (the
"Code") and Cost of Gas Rate 88 and Fuel Clause Rate 58 (the "Tariffs") filed by the Company with the
North Dakota Public Service Commission (the "Commission"). These calculations of the COG and FCA are
the responsibility of the Company's management. Our responsibility is to express an opinion on the
calculations of the COG and FCA based on our audit.

We conducted our audit in accordance with generally accepted auditing standards as established by the
Auditing Standards Board (United States) and in accordance with the auditing standards of the Public
Company Accounting Oversight Board (United States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the calculations are free of material misstatement. The
Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting as it relates to the calculations. Our audit included consideration of internal control over
the calculations as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company's internal control over the
calculations. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts in the calculations, assessing the accounting principles used, and significant
estimates made by management, as well as evaluating the overall presentation of the calculations. We believe
that our audit provides a reasonable basis for our opinion.

The accompanying schedules were prepared for the purpose of complying with Chapters 69-09-01-30 and 69-
09-02-39, respectively, of the Code and are not intended to be a complete presentation of the Company's
revenues and expenses.

In our opinion, the accompanying schedules present fairly, in all material respects, the calculations of the
COG and FCA for the year ended December 31, 2008 in accordance with the Code and Tariffs approved by
the Commission.

This report is intended solely for the information and use of the Managing Committee of the Company and
the North Dakota Public Service Commission and should not be used for any other purposes.

WCSOILSR., e

April 13, 2009

Member of
Deloitte Touche Tohmatsu



SCHEDULE I
MONTANA-DAKOTA UTILITIES CO.

SCHEDULE OF 2008 AUTOMATIC ADJUSTMENT CLAUSE
CALCULATIONS FOR THE COST OF GAS ADJUSTMENT

Residential and Small and Large Air Force
Effective for the Month of: General Service Interruptible Interruptible

January $ 	 1.718 $ 	 1.706 $ 	 1.699
February 1.047 1.057 1.052
March 0.650 0.641 0.638
April 0.830 0.843 0.839
May 0.424 0.446 0.444
June 1.233 1.215 1.210
July (1) N/A N/A N/A
August 0.749 0.930 0.646
September (2.221) (2.217) (2.207)
October (3.530) (4.011) (4.174)
November 1.143 1.151 1.147
December (0.290) (0.293) (0.292)

(1) No COG filing was required for the indicated month pursuant to COG Rate 88, since the adjustment was
less than $0.10 per dekatherm.



SCHEDULE II
MONTANA-DAKOTA UTILITIES CO.

SCHEDULE OF 2008 AUTOMATIC ADJUSTMENT CLAUSE
CALCULATIONS FOR THE FUEL COST ADJUSTMENT

Fuel Cost
Effective for the Month of: Adjustments per KWH

January $ 0.00899
February 0.01121
March 0.01165
April 0.01227
May 0.01142
June 0.00653
July 0.00710
August 0.01039
September 0.01263
October 0.01590
November 0.01352
December 0.00990
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