MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-045 What impact does minimum generation have on coal
generation facilities in terms of longevity of plant?

Response:

Operating a coal-fired generating facility at sustained minimum generation levels can
increase the potential for corrosion of steel components within the air heater and back
pass equipment. This happens when the temperature falls below the dew point of the
flue gas. The moisture will combine with sulfur dioxide and sulfur trioxide in the flue gas
to form sulfuric acid which will damage the steel components. Within the Montana-
Dakota fleet of generation facilities this is mitigated by limiting how far a unit is turned
down and by the use of pre-heaters to warm the combustion air prior to the air heater.
Operating at sustained minimum generation levels can also increase the water particle
erosion to blades in the later stages of a steam turbine by shifting the point at which
steam condenses into water droplets.

The greatest adverse impact to the longevity of a coal-fired generating facility is caused
by cycling operations. Cycling operations include startup/shutdowns, on-line changes in
generation levels, and high frequency generation level changes under automatic
generation control. Thermal stresses caused by the accumulation of these cycling
operations can lead to damage due to fatigue and result in increased maintenance
costs and replacement of major components. The generation facilities within the
Montana-Dakota fleet are less impacted by cycling operations because they are of an
older vintage and more robust design, and have not been subjected to frequent
startup/shutdowns.
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-046 Was the additional wear and tear of minimum generation
considered when MDU decided to add wind to its own
generation fleet? Please explain.

Response:

No. The 50 MW of wind generation that Montana-Dakota owns is not expected to
cause additional ‘wear and tear’ on the Montana-Dakota system, as Diamond Willow and
Cedar Hills do not significantly impact the dispatch levels of Montana-Dakota's thermal
generators. The thermal generators and customer load are bid into the MISO day
ahead market. Real-time pricing is used to settle differences between day ahead and
real-time market conditions. The dispatch levels on Montana-Dakota’s thermal
generators are a function of MISO load forecasts and generation awards in the day
ahead market. Wind generators in the MISO footprint, as price takers in the real time
market, serve incremental load in excess of the day ahead market or offset generation
awards from the day ahead market. While this intermittent generation will impact MDU's
thermal generation through this offset, MDU owns 50 MW, or 0.65 percent, of the 7,600
MW of wind generators connected to the MISO system, and is in itself inconsequential.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-047 What impact does minimum generation have on CO2 output?
Please explain with supporting documents.

Response:

Overall, CO2 output, or total CO2 emissions, from Montana-Dakota’s coal-fired
generating facilities would be lower at minimum generation levels than at higher
generation levels.

Operating a coal-fired generating facility at minimum generation, or load levels,
compared to higher load levels would increase the CO2 emissions rate. This rate is
usually referred to as the CO2 emissions intensity, calculated in tons of CO2 emitted
per MW generated. The CO2 emissions intensity is the lowest at higher loads since
these facilities are designed to run the most efficient at higher loads. If Montana-
Dakota’s coal-fired generating facilities were run at minimum generation levels, there
would be an approximate average increase in CO2 emissions intensity of 10%,
depending on the load range of the unit.

However, running Montana-Dakota’s coal-fired facilities at minimum generation levels
would result in a decrease in CO2 emissions for these facilities, even with an average
10% increase in the CO2 emissions intensity. Less coal is combusted to generate
lower MW levels and, therefore, a lower amount of coal combusted would yield lower
CO2 emissions. The amount of CO2 generated per ton of coal fired for operating at
different load levels has a greater influence on total CO2 emissions from Montana-
Dakota'’s facilities than the change in CO2 emissions intensity at different load levels.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-048 What is the efficiency loss between running a coal plant at full
capacity verses minimum generation? Please show
calculations of conclusions.

Response:

Energy efficiency of a coal-fired generating facility is usually measured by heat rate, the
amount of energy in Btu’s needed to produce a kWh of electricity. The combined full
and minimum capacity heat rates for the Montana-Dakota coal-fired generating fleet are
12,062 Btu/kWh and 13,644 Btu/kWh respectively. The combined efficiency loss
between full and minimum capacity is calculated 100 x (13,644-12,062)/12,062 = 13.1
percent.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-049 Please provide a Schedule showing for each generation facility
node, how many hours of negative real time pricing existed
during the past year, by month?

Response:

Please see Attachment A.
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-050 Did MDU consider allocating all MT wind farm costs to MT
given MT’s renewable requirement and MDU’s desire to meet
that requirement? If not, explain the reasons for the current

approach taking by the Company.

Response:

No. Montana-Dakota operates all generation as system resources and allocates all
generation resources, regardless of physical location, to the integrated jurisdictions of
Montana, North Dakota and South Dakota.

Montana-Dakota’s investment in renewable resources is first and foremost used and
useful to meet the Company’s generation requirements for its integrated system while
also, over time, addressing the renewable standards in Montana as well as the
renewable objectives in North Dakota and South Dakota. Montana-Dakota did not build
renewable resource projects to meet renewable standards and objectives but to serve
the energy needs of customers served by the integrated system. Renewable standards
and objectives are a consideration in selecting the type and location of new generation
resources, however, all resources are dedicated to serving customers of the integrated
system. The location of Montana-Dakota’'s renewable energy projects was not a
significant factor in the cost of the projects as in each instance the projects were sited in
locations with excellent renewable energy resources close to existing transmission
resources. On a projected 2010 basis, Montana-Dakota’s investment in renewable
generation on a system-wide basis is approximately nine percent of system capacity
and the renewable resources provide about seven percent of total energy
requirements.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-051 Provide a revenue requirement calculation for each wind farm
facility included in the test year including all rate base and

expense components.

Response:

Montana-Dakota has not performed a revenue requirement study for wind generation in
total and a total cost of service is not maintained for any existing generation, including
wind. Please see Response No. 082 for the revenue requirement for North Dakota
electric operations for the 30 MW of wind generation installed in 2010.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-052 For each wind farm, provide a yearly cost per kWh from
beginning to end of plant life.

Response:

Please see Attachment A for the analysis for the initial 19.5 MW of Diamond Willow,
Attachment B for the Diamond Willow expansion (10.5 MW) and Attachment C for
Cedar Hills. For the purposes of the analysis, Montana-Dakota used a 50 percent debt
50 percent equity ratio with a 6.845 percent debt cost and a 10.75 percent equity cost.
This analysis does not reflect-the fuel savings associated with the wind generation.
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-053 Please provide a schedule showing for each farm, what is the
capacity accreditation given by MISO?
Response:

Please see Attachment A.



Response No. PSC- 053

Attachment A
Page 1 of 1
MONTANA-DAKOTA UTILITIES CO.
MISO CAPACITY ACCREDITATION (MW)
ELECTRIC UTILITY
Installed Generation MISO Capacity Accreditation (MW)
Wind Project (MW) June 09 - May 101/ June 10 - May 11 2/
Diamond Willow Wind Projects 19.5 3.90 1.56
Diamond Willow Addition 10.5 N/A 0.84
Cedar Hills Wind Projects 19.5 N/A 1.56
Total 49.5 3.90 3.96

1/ 20% capacity accreditation number was used by MISO in 2009-2010 for all wind projects to
represent a historical wind project performance.

2/ 8% capacity accrediation number was used by MISO in 2010-2011 for all wind projects and was
based on historical wind outputs at the time of MISO's peak recorded over the past few years.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-054 Provide a present value calculation of expected savings to
ratepayers for the ownership of each wind farm. Please
include all the inputs and calculations.

Response:

To provide a present value calculation of expected fuel savings to customers for the
ownership of Montana-Dakota’s wind farms, the PROSYM model is used to simulate
two scenarios:

e Montana-Dakota’s system with the wind farms (Attachment B), and

¢ Montana-Dakota’s system without the wind farms (Attachment C).

PROSYM calculates the annual total production costs for 2010 through 2019. The
difference in annual total production costs between the two scenarios is the expected
operational savings for the ownership of the wind farms. Using a discount rate of
7.536%, the present value calculation is shown on Attachment A, which indicates the
total expected savings is $26.9 million for 2010-2019 as shown in Attachment A. The
fuel costs savings allocated to North Dakota electric operations would be $17.5 Million
based on the Kwh Sales allocation factor No. 16 of 64.888666%.



Montana-Dakota Utilities Co.
Expected Savings for Wind Farm Ownership

Discount Rate = 7.536%

Total Production Cost ($1,000)

Response No. NDPSC-054
Attachment A
Page 1 of 2

Present Year = 2010

Expected Savings ($1,000)

Year Without Wind
2010 76,749
2011 79,486
2012 84,420
2013 91,296
2014 96,661
2015 100,166
2016 102,345
2017 106,562
2018 111,358
2019 115,254

With Wind

73,396
76,080
80,965
87,705
93,006
96,469
98,494
102,680
107,367
111,139

Annual Present Value Net Present Value
3,353 3,353.000 3,353.000
3,406 3,167.302 6,520.302
3,455 2,987.705 9,508.006
3,591 2,887.685 12,395.691
3,655 2,733.170 15,128.861
3,697 2,570.830 17,699.691
3,851 2,490.246 20,189.937
3,882 2,334.367 22,524.304
3,991 2,231.722 24,756.026
4,115 2,139.799 26,895.826




Response No. NDPSC-054
Attachment A
Page 2 of 2

Montana-Dakota Utilities Co.
Calculation of Weighted Average Cost of Capital (WACC)

Projected 2010 Balance Ratio Cost Return
Long Term Debt $280,502,591 42.232% 6.845% 2.891%
Short Term Debt $20,829,409 3.136% 2.535% 0.079%
Preferred Stock $15,500,000 2.334% 4.590% 0.107%
Common Equity $347,368,141 52.299% 10.750% 5.622%
Total $664,200,141 100.000% 8.699%
Average Tax Rate = 39.16% WACC* = 7.536%

*WACC is used as the discount rate for the present value calculations.
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-058 Provide rationale and present value calculations supporting
MDU'’s choice to collect annual production tax credits over 10
years (Statement M, Page 44) rather than an upfront 30% tax
credit from the federal treasury.

Response:

Montana-Dakota chose to collect production tax credits over 10 years because this
option provided incremental savings on a net present value basis over the Federal
energy tax credit option. As shown on Attachment A, the net present value of cash
flows and the required internal rate of return is less utilizing the production tax credit
option than the net present value of cash flows and the required internal rate of return
under the tax credit option provided in Attachment B.
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED JULY 7, 2010
CASE NO. PU-10-124

NDPSC-DR-061  What is the jurisdictional impact to North Dakota of
reallocating wind farms when moving from a 12CP method to
the 20/80 demand/energy split?

Response:

Please see Statement N, page 12 for the adjustment associated with reallocating the
2009 investment in Diamond Willow.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED JULY 7, 2010
CASE NO. PU-10-124

NDPSC-DR-073 a. Please refer to Stmt M p 36-41, regarding Ad Valorem taxes;
please provide a detailed supporting document for the
actual Ad Valorem taxes paid for 2007 through 2010
projected, by year and by county.

b. Please specify Ad Valorem tax calculation from different
payable sources and how it is calculated each year for
jurisdictional Electric Utilities-North Dakota.

c. Please show similar Ad Valorem calculation for all wind
generations.

Response:

a. Please see Attachment A for North Dakota, South Dakota and Montana Ad
Valorem taxes for each year. These are actual taxes booked by county and do
not reflect expenses allocated to North Dakota.

b. The Ad Valorem taxes are calculated on the value of the property by function.
The value of the property is based on twelve months ending July from the
previous year. The taxes are then allocated according to the Cost Allocation
Manual provided in NDPSC-DR-013. For example, taxes on distribution would
be directly allocated to North Dakota. However, production, transmission and
other functions would be allocated by state as described in the Cost Allocation

Manual.

c. Please see Statement Workpapers, Statement M, Page138 for the new wind
generation calculation. The original Diamond Willow Ad Valorem taxes can be
seen in Attachment A, pages 30 and 33 under Fallon County, Montana.



Response No. NDPSC-DR-073
Attachment A
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-074 a. Please refer to Stmt N p 14-21, regarding Working Capital
items; please provide explanation and documentation for
including unamortized loss on debt of $4,556,000 and
prepaid insurance of $373,000 and deferred generation cost
of $1,547,000 as part of working capital.

b. Please explain why the unamortized loss was not
considered part of the overall outstanding debt balance.

Response:

a. When Montana-Dakota reacquires or retires debt in order to reduce its debt
costs, the unamortized loss is then amortized over the remaining life of the new
issuance or in the case when debt is not issued, over the remaining life of the
retired debt. Customers benefit through the net lower cost of debt and it is
proper to include the cost of achieving the savings through the inclusion of the
unamortized balance of the loss on debt in rate base. Please see Attachment A
for workpapers supporting unamortized loss on debt balances.

Insurance premiums are usually paid annually and amortized over the applicable
time period, resulting in a prepaid balance, which is an addition to rate base.
Prepaid insurance is based on a thirteen-month average of projected balances
based on current expense levels at the time of the filing. Please see Statement
Workpapers, Statement N, Pages 19-32 for the support for the projected
insurance expense based on current expense levels and the allocation to North
Dakota (page 19) and the calculation of the prepaid balances for North Dakota
electric operations (page 20). Pages 21-32 show the 2009 and 2010 insurance
expense by month by policy.

The deferred generation costs are made up of the costs incurred by Montana-
Dakota in its efforts to acquire generation resources. The total deferred
generation costs are amortized over ten years, with the unamortized amount in
rate base. Please see Attachment B Pages 1-3 for deferred generation costs.

b. The unamortized loss on bond redemption is recorded in FERC account 1890
pursuant to FERC accounting. It is not included in the long-term debt balance as
it is not a debt instrument. The bond redemption costs are included in the debt
cost included in the cost of capital, as shown on Statement F, Schedule F-1.



MONTANA-DAKOTA UTILITIES CO.
UNAMORTIZED LOSS ON DEBT

ELECTRIC UTILITY - NORTH DAKOTA
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2009

PROJECTED 2010

Total North
Company Dakota
Balance at December 31, 2009 $7,561,148 $5,015,081
Amortization of Loss (689,776) (459,510)
Balance at December 31, 2010 $6,871,372 $4,555,571
1/ Allocated on Net Plant in Service.
2010
Balance Amortization
Total Company $10,285,123 ($900,264)
Allocate to Electric 7,561,148 (689,776)
Allocate to North Dakota 5,015,081 (459,510)

Response No. NDPSC-074
Attachment A
Page 1 of 1



Response No. NDPSC-074
Attachment B
Page 1 of 3

MONTANA-DAKOTA UTILITIES CO.
ELECTRIC UTILITY - NORTH DAKOTA
DEFERRED GENERATION COSTS
PROJECTED 2010

(000s)
Total North
Company Dakota
Deferred Generation Costs 1/ $2,478 $1,719
Amortization 2/ 172
Balance $1,547

1/ Costs incurred in the acquisition of generation, excluding the Big Stone 1l costs.
2/ Amortized over ten years.

BSII 13,885

Other 2,478
Total 16,363




Big Stone II

Lv21

Milton Young HI
Total

MONTANA-DAKOTA UTILITIES CO.
DEFERRED GENERATION COSTS

Response No. NDPSC-074
Attachment B
Page 2 of 3

Total Expenditures AFUDC
$13,885,260 $11,883,071 $2,002,189
2,145,942 1,769,914 376,028
332,162 323,360 8,802
$16,363,364 $13,976,345 $2,387,019
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 23, 2010
CASE NO. PU-10-124

NDPSC-DR-075 Please refer to response number NDPSC-DR-040A attachment
A, page 1 of 1. Why ADIT for 2009 and 2010 balances remain
constant even though wind plants are added in 2010 June?

Response:

Upon review of the accumulated deferred income taxes (ADITs), it was discovered that
the ADITs associated with the 2010 wind generation additions were calculated with an
incorrect tax and book depreciation rate. Please see Attachment A for the initial
calculation and the revised calculation reflecting the corrected tax depreciation rates.
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 26, 2010
CASE NO. PU-10-124

NDPSC-DR-079 What is the total cost of fuel and purchased power for 2009
and projected 2010 for MDU-North Dakota Electric excluding
Wind production? Please show a schedule of calculation.

Response:

Please see Statement Workpapers, Statement M, page 1.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 26, 2010
CASE NO. PU-10-124

NDPSC-DR-080 What is the average kwh cost of fuel and purchased power for
2009 and projected 2010 for MDU-North Dakota Electric

excluding Wind production? Please show a schedule of
calculation.

Response:

Please see Statement Workpapers, Statement M, page 1.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST DATED AUGUST 26, 2010
CASE NO. PU-10-124

NDPSC-DR-081 What was the total generated and purchased KW and Kwh,
excluding Wind Power, for 2009 and projected 2010 for MDU-
North Dakota Electric? Please show schedule by month.

Response:

Please see Attachment A for the amounts allocated to North Dakota. Attachment B
provides the total integrated system amounts based on the models provided in
Response No. 54.
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MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF — MARC, LLC
DATA REQUEST DATED AUGUST 26, 2010
CASE NO. PU-10-124

NDPSC-DR-082

a. What was the total (KW if included any) and Kwh, for Wind Power for 2009
and projected 2010 for MDU-North Dakota Electric? Please show schedule
by month and by Plant.

b. What is the associated cost included in the MDU-North Dakota
jurisdictional fuel cost? Please show schedule by month and by Plant.

c. Please provide a detailed Schedule of all Wind Power related Investments,
Expenses, ADIT, Tax impact items, and any other Revenue Requirement
components included in the current MDU-North Dakota Electric Operations’
Rate Case Filings. (THIS WAS PREVIOUSLY REQUESTED ON JULY 15,
DURING MARC STAFF’S ON-SITE VISIT AT MDU OFFICES.)

Response:

a. Please see Response No. NDPSC-DR-081.

b. Please see Response No. NDPSC-DR-081.

c. Please see Attachment A for the revenue requirement associated with wind
installed in 2010.



Response No. NDPSC-DR-082
Attachment A
Page 1 of 6

MONTANA-DAKOTA UTILITIES CO.
INCOME STATEMENT
ELECTRIC UTILITY - NORTH DAKOTA
TWELVE MONTHS ENDED DECEMBER 31, 2009
PROJECTED 2010

New Wind
Operating Revenues
Sales ($1,567)
Sales for Resale 0
Other 0
Total Revenues (1,567)
Operating Expenses
Operation and Maintenance
Cost of Fuel & Purchase Power (1,567)
Other O&M 473
Total O&M (1,094)
Depreciation and Amortization 2,421
Taxes Other Than Income 79
Current Income Taxes (3,035)
Deferred Income Taxes 0
Total Expenses (1,629)

Operating Income $62




Response No. NDPSC-DR-082

Attachment A
Page 2 of 6
MONTANA-DAKOTA UTILITIES CO.
RATE BASE
ELECTRIC UTILITY - NORTH DAKOTA
PROJECTED 2010
_New Wind_
Electric Plant in Service $47,907
Accumulated Reserve for Depreciation 2,471
Net Electric Plant in Service $45,436
CWIP in Service Pending Reclassification
Total Electric Plant in Service $45,436
Total Before Deductions $45,436
Deductions
Accumulated Deferred Income Taxes $766
Accumulated Investment Tax Credits
Customer Advances
Total Deductions $766
Total Rate Base $44,670

1/ Includes CWIP in Service by function.



Response No. NDPSC-DR-082
Attachment A
Page 3 of 6

MONTANA-DAKOTA UTILITIES CO.
ELECTRIC UTILITY - NORTH DAKOTA

CALCULATION INCOME TAXES

PROJECTED 2010

Operating Revenues
Sales Revenues
Sales for Resale
Other Revenues
Total Operating Revenues

Operating Expenses
Operation and Maintenance
Cost of Fuel & Purchased Power
Other O&M
Total O&M
Depreciation and Amortization Expense
Taxes other Than Income
Total Operating Expenses

Gross Adjustments to Operating Income

Deductions and Adjustments to Book Income:

Interest 1/
Total Adjustments to Taxable Income

Taxable Income

Federal & State Income Taxes
Production Tax Credit 2/

Full Normalization

Total Income Taxes

1/ Page 5.
2/ Page®6.

New Wind

($1,567)

(1,567)

(1,567)
473

(1,004)
2,421
79
1,406

(2,973)
1,327
1,327

(4,300)

(1,684)
(1,763)

($3,447)



Response No. NDPSC-DR-082
Attachment A
Page 4 of 6

MONTANA-DAKOTA UTILITIES CO.
ELECTRIC UTILITY -NORTH DAKOTA
INTEREST EXPENSE
PROJECTED 2010

Wind
Rate Base 1/ $44,670

Weighted Cost of Debt 2.970%

Interest Expense $1,327

1/ Page 2.



Response No. NDPSC-p

Attachment A R-082
Page 5 of 6
MONTANA-DAKOTA UTILITIES CO.
PRODUCTION TAX CREDIT
ELECTRIC UTILITY - NORTH DAKOTA
PROJECTED 2010
(000s)
Projected
2010 1/
Cedar Hills MWh Production 64,700,000
Diamond Willow MWh production 64,700,000
Total 129,400,000
Less Production Tax Credit (0.021)
Total Production Tax Credit (2,717,400)
North Dakota ($1,763,285)

1/ Allocated on demand and energy factor.



Response No. NDPSC-DR-082
Attachment A

Page 6 of 6
MONTANA-DAKOTA UTILITIES CO.
UTILITY CAPITAL STRUCTURE
TWELVE MONTHS ENDING DECEMBER 31, 2009
PROJECTED
Required
Balance Ratio Cost Return
Per Books
Long Term Debt $280,502,591 45.662% 6.845% 3.126%
Short Term Debt 1/ 1,880,548 0.306% 11.590% 0.035%
Preferred Stock 15,600,000 2.540% 4.594% 0.117%
Common Equity 316,314,714 51.492% 11.500% 5.922%
Total $614,297,853 100.000% 9.200%
2010
Long Term Debt $280,502,591 42.232% 6.845% 2.891%
Short Term Debt 1/ 20,829,409 3.136% 2.535% 0.079%
Preferred Stock 15,500,000 2.333% 4.590% 0.107%
Common Equity 347,368,141 52.299%  10.750% 5.622%
Total $664,200,141 100.000% 8.699%

1/ Reflects average monthly balance.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF — MARC, LLC
DATA REQUEST DATED SEPTEMBER 28, 2010
CASE NO. PU-10-124

NDPSC-DR-91

Please provide the actual amount (dollars) included as ND jurisdictional in the current

rate case filing for
(A) Advalorem Taxes paid for each of the wind projects, including Diamond Willow

19.5 MW plus 9.5 MW and Cedar Hills 19.5 MW.

(B) Additionally, please provide the actual ND jurisdictional amount included in the

current rate case filing for O&M expenses by each Wind Energy Projects,
including Diamond Willow 19.5 MW plus 9.5 MW and Cedar Hills 19.5 MW.
Please specify by amount if the total O&M includes any related Advalorem
Taxes.

Response:

A)

B)

Please see Attachment A for the ad valorem taxes included in the projected
taxes other than income for wind generation. The ad valorem taxes for the
Diamond Willow expansion and Cedar Hills are included in Statement M, page
39. The ad valorem taxes for all other plant, including the 19.5 MW of Diamond
Willow, was calculated by applying the ratio of 2009 ad valorem taxes to 2009
year end plant by function to the projected plant. The overall rate of 0.3041
percent, a composite of all production plant, was applied to all production plant.
Attachment A shows the Diamond Willow portion of the 2010 projection.

The Diamond Willow expansion and Cedar Hills were completed and
commenced commercial operation in June 2010 and there were no actual
expenses in 2009. The projected expenses are shown in Statement M, page 13.

Montana-Dakota projected O&M expenses by resource, i.e. labor and benefits,
and did not project the expenses for the 19.5 MW of Diamond Willow separately.
For the purposes of providing this response, the Company performed a
calculation based on O&M recorded in 2009 for the 19.5 MW Diamond Willow
location. Please see Attachment B for the 2009 O&M for Diamond Willow, as
allocated to North Dakota and projected for 2010. Ad valorem taxes are
recorded in taxes other than income and are not recorded in O&M expense.



Response No. PSC-91
Attachment A
Page 1 of 1

MONTANA-DAKOTA UTILITIES CO.
AD VALOREM TAXES - WIND GENERATION
NORTH DAKOTA

PROJECTED 2010
(000s)
19.5 MW Diamond Willow $52 1/
Diamond Willow Expansion 34 2/
Cedar Hills 48 2/

1/ Response No. 73, Attachment A, page 33, Fallon County production taxes of $74,504
times the Integrated Peak Demand factor of 69.322544%. There were no projected
changes to the investment in Diamond Willow in 2010 and no projected
changes in the tax rate.

2/ Statement M, page 39, Statement M workpapers pages 138-140.



Response No. PSC-91

Attachment B
Page 1 of 1
MONTANA-DAKOTA UTILITIES CO.
19.5 MW DIAMOND WILLOW O&M EXPENSE
NORTH DAKOTA
2009 - PROJECTED 2010
2009 Projected 2010
Total North North Dakota
Company Dakota 1/ (000s)
Labor $190,832 $132,290 $133 2/
Benefits
Medical/Dental 20,643 14,310 14 3/
Pension 6,122 4244 1 4/
Post Retirement 4,396 3,047 2 5/
401-K 5,381 3,730 7 6/
Workers Comp. 3,102 2,150 0 7/
Total Benefits 39,644 27,481 24
Subcontract Labor 47 558 32,968 33 8/
Materials 21,280 14,752 15 8/
Vehicles & Work Equipment 15,454 10,713 8 9/
Company Consumption
Electric 213 148 0 10/
Gas 141 98 0 10/
Total Company consumption 354 246 0
Postage 126 87 0 11/
All Other 93,887 65,085 66 12/
$409,135 $283,622 $279

1/ Allocated on Integrated Peak demand #15. 69.322544%

2/ Increase of 0.32 percent from Statement M, page 11.

3/ Decrease of 1.05 percent from Statement M, page 12.

4/ Decrease of 71.65 percent from Statement M, page 12.

5/ Decrease of 41.33 percent from Statement M, page 12.

6/ Increase of 95.67 percent from Statement M, page 12.

7/ Based on ratio of workers compensation to projected labor of 0.3142 percent.

8/ Projected to remain flat.

9/ A 25.58 percent decrease based on production expense from Statement M, page 17.
10/ Electric is an increase of 2.81 percent and gas is a decrease of 0.58 percent from Statement M, page 18.
11/ Decrease of 0.97 percent from Statement M, page 19.

12/ Increase of 2.11 percent from Statement M, page 28.



MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST FROM ON-SITE CONFERENCE

SEPTEMBER 7, 2010
CASE NO. PU-10-124

RE: DR 54 — Wind generation savings
Provide the excel spreadsheet supporting the savings calculation and
explain the derivation of the 7.536 percent WACC.

Response:

Please see the enclosed disk for the Excel spreadsheet for Response No. 54,
Attachment A. The 7.536 percent WACC represents the net cost of capital,
adjusted to reflect that interest expense is tax deductible, as shown below.

Montana-Dakota Utilities Co.
Calculation of Weighted Average Cost of Capital (WACC)

Projected 2010 Balance Ratio Cost  Return Net of Tax
Long Term Debt $280,502,591  42.232% 6.845% 2.891% 1.759%
Short Term Debt $20,829,409 3.136% 2.535% 0.079% 0.048%
Preferred Stock $15,500,000 2.334% 4.590% 0.107% 0.107%
Common Equity $347,368,141  52.299%  10.750% 5.622% 5.622%
Total $664,200,141  100.000% 8.699% 7.536%
Average Tax Rate = 39.16% WACC*= 7.536%




MONTANA-DAKOTA UTILITIES CO.
ADVOCACY STAFF - MARC, LLC
DATA REQUEST FROM ON-SITE CONFERENCE
SEPTEMBER 7, 2010
CASE NO. PU-10-124

Provide the total wind investment in Diamond Willow | (reference $39 million in
testimony).

The total investment in Diamond Willow | is:

Function Amount
Transmission (Substation and Line) $2,579,793.09
Generation (Wind Turbines) 36,700,959.42

Total $39,280,752.51
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