
1 Q. 

2 A. 

3 

4 Q. 

5 A. 

6 

7 

8 

9 

10 Q. 

11 

12 A. 

13 

14 

15 

16 Q. 

MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the North Dakota Public Service Commission 

Case No. PU-15-

Direct Testimony 
of 

Nicole A. Kivisto 

Please state your name and business address. 

My name is Nicole A. Kivisto and my business address is 400 North 

Fourth Street, Bismarck, North Dakota 58501 . 

By whom are you employed and in what capacity? 

I am the President and Chief Executive Officer (CEO) of Montana-

Dakota Utilities Co. (Montana-Dakota) and Great Plains Natural Gas Co., 

Divisions of MDU Resources Group, Inc. I am also the President and 

CEO of Cascade Natural Gas Corporation and Intermountain Gas 

Company; subsidiaries of MDU Resources Group, Inc. 

Please describe your duties and responsibilities with Montana-

Dakota. 

I have executive responsibility for the development, coordination , 

and implementation of strategies and policies relative to operations of the 

above mentioned companies that, in combination , serve over one million 

customers in eight states. 

Please outline your educational and professional background. 
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1 A. I hold a Bachelor's Degree in Accounting from Minnesota State 

2 University Moorhead. I have worked for MDU Resources/Montana-Dakota 

3 for twenty years and have been in my current capacity since January 

4 2015. I was the Vice President - Operations of Montana-Dakota and 

5 Great Plains Natural Gas Co. , Divisions of MDU Resources Group, Inc. 

6 from January of 2014 until assuming my present position . 

7 Prior to that, I was the Vice President, Controller and Chief 

8 Accounting Officer for MDU Resources for nearly four years, and held 

9 other finance related positions prior to that. 

10 Q. What is the purpose of your testimony? 

11 A. The purpose of my testimony is to provide an overview of Montana-

12 Dakota's North Dakota natural gas operations, explain the Company's 

13 request for a natural gas distribution rate increase and discuss the 

14 reasons underlying the major aspects of the request. I will also address 

15 the request for a Rate Stabilization Mechanism, the need for an interim 

16 increase; and finally I will introduce the other Company witnesses that will 

17 present testimony and exhibits in further support of the Company's 

18 request. 

19 Q. Would you provide a summary of Montana-Dakota's gas operations 

20 in North Dakota? 

21 A. Montana-Dakota provides natural gas service to approximately 

22 105,000 customers in 74 communities in North Dakota, operating over 

23 2,450 miles of distribution mains and approximately 1,770 miles of service 
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1 lines. The customer base is 86 percent residential customers and 14 

2 percent commercial and industrial customers. As of December 31, 2014, 

3 the Company had 558 full and part time employees who live and work 

4 throughout the Company's North Dakota electric and gas service area. 

5 Montana-Dakota's North Dakota gas service area is divided into two 

6 operating regions with regional offices located in Bismarck and Dickinson, 

7 North Dakota. In addition to the regional offices, there are fully staffed 

8 operations centers located in the communities of Minot, Williston and 

9 Devils Lake, with satellite offices in Watford City and Jamestown. 

10 Additionally there are service technicians and construction 

11 employees headquartered in 27 other North Dakota communities deemed 

12 strategic to the safe and reliable operation of the Company's distribution 

13 system. There are also personnel associated with electric operations only 

14 in additional locations in North Dakota. Service technicians and 

15 construction employees in Montana, and South Dakota also support 

16 operations in North Dakota communities close to the borders of those 

17 states. A map of the gas distribution system in North Dakota is included 

18 as Exhibit No. _(NAK-1). 

19 Montana-Dakota's customers have toll-free access to the Customer 

20 Service Centers located in Meridian, Idaho and Bismarck, North Dakota as 

21 well as the Credit Center in Bismarck, North Dakota, to place routine utility 

22 service requests and inquiries from 7:00am to 7:00pm local time, 

23 Monday through Friday and emergency calls on a 24-hour basis, as 
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discussed in more detail by Ms. Jones. A scheduling center, located in 

Meridian, Idaho transmits electronic service orders to the mobile terminals 

placed in our fleet of service and construction vehicles. This network 

allows the Company to respond quickly to customer requests and 

emergency situations. 

Would you please provide more information regarding the customers 

the Company serves? 

Yes. The residential, firm general service and small interruptible 

customers use natural gas primarily for space and water heating. As 

such, Montana-Dakota's system has a low load factor with peak gas 

requirements occurring during the winter with summer loads being small 

by comparison. Montana-Dakota is projecting to deliver approximately 

22.7 Mmdk of natural gas to customers in North Dakota in 2015. The 

natural gas requirement by customer class is as follows: approximately 38 

percent residential , 32 percent firm general service, 9 percent small 

interruptible, 19 percent large interruptible and 2 percent for the Air Force. 

Would you please describe the basic elements that make up the total 

costs of providing natural gas service? 

For a natural gas distribution utility, the basic elements which make 

up the cost of providing natural gas service are the cost of gas purchased 

at the town border stations in its service territory and the cost of 

distributing the gas from the town border station to the end use customer. 

4 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A. 

a. 

It is the second of these two elements, the distribution costs, which are the 

subject of this application for a general rate increase. 

The natural gas the Company purchases from suppliers is a 

commodity like wheat or corn , the price of which is not regulated . The 

cost of delivering the gas to the Company's distribution system at the town 

border station is regulated by the FERC or other regulatory agencies. 

These gas costs are passed on to customers on a dollar-for-dollar basis 

as specified in the Commission approved Cost of Gas tariff. The gas cost 

portion of the cost of providing natural gas service currently comprises 

about 71 percent of a typical residential bill for gas service. 

The distribution portion of the Company's cost of service is the 

subject of this proceeding. This element includes the costs of new 

distribution investments, replacement of aging infrastructure, operation 

and maintenance expenses, depreciation, taxes, and the opportunity to 

earn a return on the Company's investments in facilities that provide 

natural gas service. Distribution costs are currently about 29 percent of a 

typical residential bill. 

The basic components are shown graphically on Exhibit No. _ 

(NAK-2). 

Ms. Kivisto, did you authorize the filing of the rate application in this 

proceeding? 

Yes, I did. 

What is the amount of the increase requested? 
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1 A . As will be fully explained by other Company witnesses, the 

2 Company is requesting a natural gas rate increase of $4,301,515 (a 3.4 

3 percent increase over current rates) based on a projected 2015 test 

4 period. 

5 Q. Why has Montana-Dakota filed this application for a natural gas rate 

6 increase? 

7 A. Montana-Dakota is requesting an increase in its general gas rates 

8 at this time because the current rates do not reflect the cost of providing 

9 natural gas service to the Company's North Dakota customers. 

10 Q. What are the primary reasons that Montana-Dakota needs an 

11 increase at this time? 

12 A. The primary reason for the increase in rates is the increased 

13 investment in facilities and the associated depreciation, operation and 

14 maintenance expenses and taxes associated with the increase in 

15 investment. 

16 Q. When was the Company's last general rate case? 

17 A. The Company's last rate case was Case No. PU-13-803. The 

18 resulting rate increase was $4.25 million , or a 3.95 percent overall 

19 increase. Final rates in that case became effective on May 1, 2014. 

20 Q. If final rates from the Company's last case were just effective on May 

21 1, 2014, why does the Company need to file again so soon? 

22 A. The North Dakota natural gas system is experiencing 

23 unprecedented growth and the rates established based on a projected 

6 



1 2014 test period are not sufficient to provide an adequate return on the 

2 investments made to safely and reliably serve customers. Without a rate 

3 increase, the Company projects its 2015 rate of return will be 5.255 

4 percent, well below its cost of capital. 

5 The table below shows the investment in natural gas plant assigned 

6 and allocated to North Dakota gas operations, exclusive of the pipeline 

7 installed in 2014 to provide service to the Heskett Ill generating station. 

8 Projected 2015 year end gross investment, excluding the Heskett Ill 

9 pipeline is $212 million or nearly 15 percent greater than the gross 

10 investment from the 2014 test year used in the last rate case. 

11 
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13 The Company continues to make ongoing investments to add new 

14 customers to the system and replace existing facilities that have reached 
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1 their end of life. With any new investments, regardless of whether they 

2 are required to serve new customers or replace existing facilities, there 

3 are associated depreciation expenses and taxes. 

4 The increase in investment has been accompanied by an increase 

5 in customers as well as an increase in sales and transportation volumes. 

6 In this case, which is based on a 2015 test period , the Company estimates 

7 107,247 customers in 2015 with usage of 22.7 Mmdk, which represents a 

8 3.6 percent increase in customers and a two percent growth in usage over 

9 the customers and volume levels underlying authorized rates in the last 

1 0 rate case. The 2015 projections represent an increase of 11 ,189 

11 customers or growth of approximately 12 percent since 2012. 

12 The chart below illustrates the significant increase in investment 

13 since 2005, with the average rate base increasing from just over $20 

14 million in 2005 to over $97 million for the test period in this case (excluding 

15 the Heskett Ill pipeline). 
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1 Q. Would you please provide an overview of the investments being 

2 made in 2015? 

3 A. The investments required in 2015 are a continuation of the 

4 upgrades and system enhancements discussed in the last rate case. For 

5 example, in 2015 the second phase of the loop distribution system 

6 around the city of Williston will be installed, completing this project that 

7 has been providing service in phases and will provide additional capacity 

8 as well as additional security to Montana-Dakota's customers. In addition 

9 to the completion of the Williston loop line, new town border stations are 

10 scheduled for Epping, Alexander, Belfield and Mandan. The Mandan 

11 town border station will provide a new supply source into the City of 

12 Mandan as this town border station will interconnect with the natural gas 

13 line installed to provide natural gas to the Heskett Ill generating station 

14 improving the reliability of service in this area as well as providing 

15 necessary capacity. The Company expects that in 2015 it will spend 

16 approximately $5 million in distribution related investment in the Dakota 

17 Heartland Region and $10 mill ion in the Badlands Region consisting of 

18 the major projects noted above and replacement and growth projects, 

19 partially offset by customer contributions. Lastly, the Company 

20 consistently targets areas for replacement of aging mains in both regions. 

21 Q. Are increased operation and maintenance (O&M) expenses 

22 contributing to the need for this rate increase? 

9 



1 Yes, the Company is projecting an increase of approximately 13 

2 percent over the projections underlying the last rate case. In fact, actual 

3 O&M for the twelve months ended December 2013 came in approximately 

4 5 percent higher than the Projected 2014 O&M from the last rate case. 

5 The increase is driven primarily by labor and benefit costs. However, in 

6 spite of the growth in labor and benefit costs, the graph below illustrates 

7 that the Company's operation and maintenance costs have remained fairly 

8 consistent on a per customer basis over a number of years. 
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Do you anticipate a slowdown in growth and expenses as a result of 

the recent decrease in oil prices? 

The Company does expect a less frantic nature in the need for 

13 natural gas service expansion in the face of the current economic 

14 conditions surrounding the oil and gas industries. However, it is not clear 

15 how long this slowdown will be and if it will lead to a longer term reduction 

16 in growth, a more orderly growth pattern or if the boom cycle will return 
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shortly. In the meantime, Montana-Dakota must continue to meet the 

needs of its customers. In order to address this uncertainty the Company 

is proposing to initiate a Rate Stabilization Mechanism that will provide a 

means to address changes in investments and volatile return levels in this 

time of uncertainty. 

Would you please describe the proposed Rate Stabilization 

Mechanism? 

The Company is proposing to implement a Rate Stabilization 

Mechanism applicable to its North Dakota natural gas operations for a five 

year period starting in 2016. The Rate Stabilization Mechanism will 

provide an annual review of actual results and the resulting return on 

equity as compared to the return on equity authorized in this rate case. 

The Company is proposing a 50 basis point band be applied to the return 

on equity allowed in this rate case and in the event the Company's rate of 

return falls outside of the band width proposed, the Company will either 

return 50 percent of the earnings above the band to customers or in the 

case of lower earnings, the Company will be able to collect additional 

revenue from customers in order to meet its return on equity. In addition 

to the return adjustment based on actual results the Company will include 

an estimate of the next year's capital expenditures and labor costs for the 

upcoming year to determine the need for an adjustment similar to an 

interim adjustment in the rate case process. The Company believes that 

providing this flexibility will help reduce the need for future regulatory 

11 



1 filings, encourage good performance and reward the Company and 

2 customers for the results. Ms. Aberle will provide a more detailed 

3 description of the mechanism that is provided in a new Rate Schedule 89. 

4 Q. How will the requested increase affect the various classes of 

5 customers? 

6 A. The proposed percentage change in rates by customer class is as 

7 follows: 

8 Percent 

9 

10 Q. 

Class 
Residential 
Firm General 
Air Force Delivery 
Small Interruptible 
Large Interruptible 

Overall 

Increase 
5.8% 
0.0% 
0.0% 
6.8% 
0.0% 
3.4% 

Ms. Kivisto, would you explain how Montana-Dakota strives to 

11 efficiently provide safe and reliable service to its North Dakota 

12 customers? 

13 A. Montana-Dakota works hard to control its costs by continually 

14 looking for opportunities that create efficiencies and control costs. 

15 Although , in spite of Montana-Dakota's efforts to control costs, the 

16 Company sees cost pressures as the need to replace existing 

17 infrastructure and add new infrastructure continues. 

18 Montana-Dakota continually reviews its field operations for ways to 

19 operate more efficiently and has been successful in doing so. Much of 

20 this has been possible due to the advancement of cost effective 

12 
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technology. However, with the recent growth in the Company's service 

territory, additional investments and increases in operation and 

maintenance expenses are needed to ensure the system can be operated 

safely and reliably 

Ms. Kivisto, what is the compensation philosophy at Montana­

Dakota, how does it compare with other like businesses and can the 

Company reduce costs in this area? 

The Company's compensation philosophy is to attract and retain a 

workforce that can provide safe and reliable service to customers. 

Montana-Dakota targets a total compensation package that is at the 

market average for similar positions at other utilities. This compensation 

includes base pay and incentive pay along with various benefits. Ms. 

Jones, Vice President of Human Resources, Customer Service and Safety 

discusses these areas in more detail. 

What return is Montana-Dakota requesting in this case? 

Montana-Dakota is requesting an overall return of 7.588 percent, 

inclusive of a return on equity (ROE) of 10.0 percent. Dr. Gaske's 

analysis indicates that a 10.0 percent ROE is fully justified and supported. 

Is the Company proposing any rate design changes? 

Yes. The Company is proposing to collect the increased revenue 

from the two classes that have returns less than the overall return, the 

residential class and the small interruptible class. All other classes will be 

held at their current revenue levels. The Company is further proposing to 

13 
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15 A. 

16 

17 
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22 

collect all the additional revenue assigned to the residential class from the 

Basic Service Charge, eliminate the Distribution Delivery Charge and no 

longer apply the Distribution Delivery Stabilization Mechanism to the 

residential class. 

Is Montana-Dakota seeking interim rate relief in this proceeding? 

Yes. Interim rate relief is being sought in this case consistent with 

North Dakota Century Code 49-05-06. The amount of interim relief sought 

is $4,303,978 and consists of the Company's projected 2015 revenue 

requirement as described by Mr. Jacobson. The proposed interim rates 

are described by Ms. Aberle. The interim increase is necessary to provide 

the Company an opportunity to recover the costs of providing service to 

customers today. 

Will you please identify the witnesses who will testify on behalf of 

Montana-Dakota in this proceeding? 

Yes. Following is a list of witnesses that will provide testimony 

and/or exhibits in support of the Company's application: 

• Ms. Anne M. Jones, Vice President- Human Resources, Customer 

Service and Safety will testify regarding the Total Rewards Philosophy 

of the Company and changes to customer service. 

• Ms. Denette Schmit, Director of Financial Reporting and Planning will 

testify regarding the overall cost of capital, capital structure and overall 

debt and preferred equity costs. 
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• Dr. J. Stephen Gaske, Senior Vice President of Concentric Energy 

Advisors, Inc. will testify regarding the appropriate cost of common 

equity for Montana-Dakota's North Dakota gas operations. 

• Mr. Travis R. Jacobson, Manager, Regulatory Affairs-Regulatory 

Analysis for Montana-Dakota, will testify regarding the total revenue 

requirement and the interim revenue requirement necessary for North 

Dakota gas operations. 

• Ms. Sara Cardwell , Manager, Regulatory Affairs-Pricing & Tariff will 

testify on the Company's projected volumes and embedded class cost 

of service study. 

• Ms. Tamie A. Aberle, Director of Regulatory Affairs for Montana­

Dakota, will testify regarding the proposed Rate Stabilization 

Mechanism, rate design and other proposed tariff changes. 

Ms. Kivisto, are the rates requested in this proceeding just and 

reasonable? 

Yes. In my opinion, the proposed rates are just and reasonable as 

they are reflective of the total costs being incurred by Montana-Dakota to 

provide safe and reliable natural gas service to its customers. The 

proposed rates will provide Montana-Dakota the opportunity to earn a fair 

and reasonable return on its North Dakota natural gas operations. 

Does this complete your direct testimony? 

Yes, it does. 
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MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Service Commission of North Dakota 
Case No. PU-15-

Direct Testimony 
of 

Anne M. Jones 

Would you please state your name and business address? 

My name is Anne M. Jones and my business address is 400 North 

Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Vice President- Human Resources, Customer Service & 

Safety for Montana-Dakota Utilities Co. (Montana-Dakota) and Great 

Plains Natural Gas Co., Divisions of MDU Resources Group, Inc. 

What are your duties and responsibilities? 

I am responsible for all disciplines associated with the Human 

Resources function including compensation and benefits, organization 

development and training, labor and employee relations, and compliance 

with employment and employee relation laws and practices. 

I am also responsible for the Customer Service Center, Credit and 

Collections Team as well as Safety and Technical training functions. 

Would you please outline your educational and professional 

background? 

I have a Bachelor's Degree in Management with an emphasis in 

Human Resources from the University of Mary. I began my career with 



1 Montana-Dakota 32 years ago and have held a variety of positions of 

2 increasing responsibility throughout the Company. I joined the Company's 

3 Human Resources group in 1997; and before being named Vice President 

4 in 2013, I served as Director of Human Resources. 

5 Q. Have you testified before this Commission and other state regulatory 

6 bodies? 

7 A. I have previously testified before this Commission as well as the 

8 Montana Public Service Commission and South Dakota Public Utilities 

9 Commission. 

10 Q. 

11 A. 

12 

What is the purpose of your testimony? 

The purpose of my testimony is to provide an overview of the 

Company's efforts to control the costs of wages and benefits through its 

13 Total Rewards Philosophy and how the Company's efforts to operate 

14 efficiently in the customer service area also serves to control costs. 

15 The Total Rewards Philosophy is comprised of base pay, variable 

16 (incentive) pay and employee benefits as a complete package. 

17 Q. 

18 

19 A. 

Would you explain how compensation is reviewed at Montana­

Dakota? 

The first component of the Total Rewards package is base pay. 

20 Montana-Dakota's philosophy is to set base pay using national general 

21 industry data and provide base pay opportunities that are aligned with the 

22 market average for similar positions. Periodically the Company contracts 

23 with an outside independent consultant to review compensation programs 



1 and practices. In 2013, the Company contracted with Aon Hewitt to 

2 provide a third party review of base compensation and incentive 

3 compensation. 

4 The review indicated that Montana-Dakota's compensation 

5 programs are well designed and utilize high quality and established 

6 external survey sources to ensure the programs align well with other 

7 utilities and industries that compete for the same types of employees. 

8 Recommendations for improvement were primarily minor enhancements 

9 to employee pay opportunities because of Montana-Dakota's conservative 

10 approach to total compensation. For example, Aon Hewitt suggested that 

11 in order to keep the Company from falling below market competitive base 

12 pay levels, salary structures should be increased more aggressively than 

13 they have been in the past. 

14 In addition to periodic third party reviews, Human Resources 

15 reviews standard benchmark jobs in the corporation annually, including 

16 job families such as engineers, construction supervisors and system 

17 analysts. The Company's total compensation package for the benchmark 

18 jobs are compared to market compensation for comparable positions to 

19 ensure that the Company is compensating employees at the appropriate 

20 pay grade and range. Human Resources also reviews positions on an "as 

21 needed" basis throughout the year to ensure it is competitively 

22 compensating within the established pay ranges. The Company uses 

23 many reputable industry surveys when determining base pay levels, 
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including the American Gas Association, Salary.com, Mercer Benchmark, 

Milliman, Towers Watson and World at Work, among others. 

Would you please discuss the incentive compensation component of 

the Total Rewards Philosophy? 

Yes. This second component of the Total Rewards package is 

incentive pay. Montana-Dakota's incentive plans are a critical portion of 

the total compensation provided to all employees. Incentive 

compensation is offered in an effort to remain competitive within the 

industry at the lowest reasonable cost and to focus employee efforts on 

achieving important objectives. The incentive plans encourage continued 

improvement in standards for performance that benefit customers and 

lead to positive business results. The key incentive plan measures 

include financial, customer service and operating costs. 

Incentive plans are designed to: 

• Establish a strong relationship between pay and Company 

performance; 

• Provide focus on utility strategic initiatives that increase 

effectiveness and efficiency; 

• Promote superior customer service; and 

• Deliver labor market competitive rewards that attract, retain and 

motivate talented employees to higher levels of performance. 

The efforts of employees, both individually and as team members, 

are keys to this success. Incentive plans provide an opportunity for 



1 employees to receive additional compensation only when pre-established 

2 financial results are achieved as well as attainment of important 

3 organizational and customer satisfaction goals. Through the design of 

4 incentive plans, part of the employees' total compensation package is "at 

5 risk." When business performance thresholds are not met, employees will 

6 not receive incentive pay. 

7 According to a 2012 Towers Watson Regional Incentive 

8 Compensation Survey, 100 percent of the fifteen participating utilities 

9 provided incentive compensation to employees. Aon Hewitt also reviewed 

10 the Company's incentive compensation plan design and found the plans 

11 were sound and within market norms. Additionally they found eligibility is 

12 consistent with other utilities and the plan metrics include a significant and 

13 appropriate portion of incentive compensation focused on customer 

14 service and cost management. 

15 In the absence of incentive compensation, the only viable 

16 alternative for Montana-Dakota is to increase base pay to remain 

17 competitive in the labor market and retain a qualified work force. Base 

18 pay is the most expensive way to compensate employees because other 

19 benefits such as the Company's 401K contributions are calculated as a 

20 percentage of base salary. Benefit cost increases lead to additional costs 

21 for the utility and ultimately for customers. For this reason, it is important 

22 to have a reasonable balance of base pay and incentive (variable/at risk) 

23 pay to stay competitive in the labor market while still controlling costs. 



1 Q. 

2 

3 A. 

Would you describe the third component, the benefits that are 

available to employees? 

Yes. Employee benefits are the third part of the Total Rewards 

4 package. The Company offers standard health and welfare plans 

5 (medical, dental and vision insurance; vacation and other paid time off 

6 benefits; and life, disability and accident insurance); along with a 

7 retirement savings plan. Employees share premium costs for many of 

8 these benefits. 

9 Q. Has the Company made any changes to medical plan benefits? 

10 A. Yes. The medical plans for active employees continue to change to 

11 maintain a sustainable benefit under the new healthcare legislation. The 

12 Company has restructured and priced the medical benefit plans in a 

13 manner that encourages employees to strongly consider a higher 

14 deductible medical plan paired with a Health Savings Account (HSA). The 

15 high deductible medical plan encourages employees to be wise 

16 consumers of medical services and allows employees to build HSA 

17 accounts that may be used into retirement. The high deductible plan also 

18 decreases the medical liability of the Company under the self-insured 

19 

20 Q. 

21 

22 A. 

plans because first dollar coverage is limited to preventative care. 

What benefit does Montana-Dakota's Total Rewards Package provide 

its North Dakota gas customers? 

The Total Rewards Philosophy employed by Montana-Dakota is 

23 cost effective for the Company and customers because it provides a 
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means to control costs while continuing to attract and retain the work force 

necessary to provide safe and reliable service to its customers. 

This competitive Total Rewards Philosophy is key to maintaining 

the highly skilled workforce required to operate and maintain the utility. 

Montana-Dakota's workforce and operations have been significantly 

impacted by the highly competitive labor market due to the oil and natural 

gas industry expansion in North Dakota and eastern Montana. High 

paying oilfield jobs are plentiful and our work force is viewed by many 

companies as an ideal feeder pool for their vacant positions. 

It is prudent and beneficial to customers to leverage all three 

components of the Total Rewards Philosophy to minimize turnover. 

Compensating employees competitively achieves this objective and in turn 

helps keep the gas distribution system safe and operational costs lower. 

Is the Company currently experiencing turnover in the Bakken and 

Western North Dakota in particular? 

The Company continues to monitor this area and has put recruitment and 

retention programs into place to ensure the Company attracts qualified 

individuals for open positions as well as retains the labor force that is in 

place today. The Company still has work to do in these areas as a result 

of the Bakken expansion and it is important to continue to focus on 

positions that have been harder to fill and have been posted for longer 

period of times. The Company has engaged in a number of activities to fill 

positions and retain employees. 



1 Q. Can you tell us more about what these activities entail? 

2 A. Yes. The Company has held career fairs, increased advertising 

3 through not only traditional methods but also through social media such as 

4 Facebook, Indeed and Career Builder. The Company has also contracted 

5 with a recruiter to search for candidates. The Company has always had 

6 the ability to offer sign-on bonuses and has seen an increased need to 

7 rely upon sign-on bonuses. The Company will also pay current 

8 employees for referring qualified individuals through its Employee Referral 

9 Program. The employee is paid an award of $1,500 if the referral results 

10 in a successful hire which is defined as successful completion of a six 

11 month probationary period. 

12 To retain the employees, retention incentives may include rental 

13 subsidies and in some cases, the Company has purchased mobile homes 

14 for employees to live in when housing is either not available or is not 

15 available at an affordable price. 

16 The Company continues to receive fewer applicants for open 

17 positions compared to past openings for the same or similar positions. 

18 Q. Has the Company made any changes to its customer service 

19 operations since the last case? 

20 A. Yes. Montana-Dakota has moved eight Customer Service 

21 Representative positions from Meridian, Idaho to Bismarck to answer 

22 phone calls on a daily basis and to provide a backup function in an 

23 emergency to the Meridian location. 
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Q. 

A. 

Q. 

A. 

Based on second quarter 2014 billings, 40 percent of customers 

paid their bill electronically as opposed to mailing their payments. An 

increase to on-line services reduces the number of calls into the customer 

service center providing for efficiency gains in staff levels. It should also 

provide additional efficiencies and cost savings in mailing costs. These 

changes are also providing increased customer satisfaction. At this time, 

approximately eight percent of customers receive their bills electronically. 

As the Company continues to communicate and share information on this 

process, this number will also increase and provide additional efficiencies. 

What are the Call Center's hours and how does the Company 

respond to after-hours emergency calls? 

The Call Center is designed to have representatives available to 

offer full service from 7:00 a.m. to 7:00 p.m. local time. After these hours, 

there is limited staff on duty to answer emergency calls, however, based 

on weather conditions, additional staff can quickly respond to provide 

assistance as well as initiating a recording to quickly let customers know 

the Company is aware of the emergency situation. An automated call 

back system is also available in order to better meet customer demand 

during times of high call volume. The Company has also found that 

customers respond well to social media such as Facebook and Twitter. 

Does this complete your direct testimony? 

Yes, it does. 



1 Q. 

2 A. 

MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Service Commission of North Dakota 

Case No. PU-15 

Direct Testimony 
of 

Denette Schmit 

Please state your name and business address. 

My name is Denette Schmit and my business address is 400 North 

3 Fourth Street, Bismarck, North Dakota 58501. 

4 Q. By whom are you employed and in what capacity? 

5 A. I am the Director of Financial Reporting and Planning for Montana-

6 Dakota Utilities Co. (Montana-Dakota), and Great Plains Natural Gas Co. 

7 (Great Plains), divisions of MDU Resources Group, Inc. 

8 Q. Please describe your duties and responsibilities with Montana-

9 Dakota. 

10 A. I am responsible for management of the accounting and the financial 

11 forecasting/planning functions, including the analysis and reporting of all 

12 financial transactions for Montana-Dakota and Great Plains. 

13 Q. Would you please outline your educational and professional 

14 background? 

15 A. I graduated from Moorhead State University with a Bachelor of 

16 Science degree in Accounting. I started my career with Montana-Dakota 

17 in 1983 as an internal auditor and during my tenure with the Company 

1 



1 have held positions of increasing responsibility, including Supervisor of 

2 Financial Reporting and Planning and Manager of Financial Reporting and 

3 Planning. 

4 Q. Have you testified in other proceedings before regulatory bodies? 

5 A. While I have not testified in a previous regulatory proceeding, I 

6 have assisted in the preparation of testimony that was presented before 

7 the Montana Public Service Commission, the South Dakota Public Utilities 

8 Commission and the Wyoming Public Service Commission. 

9 Q. What is the purpose of your testimony in this proceeding? 

10 A. I am responsible for presenting Statement A, Statement B, and 

11 Statement F. 

12 Q. Were these statements and the data contained therein prepared by 

13 you or under your supervision? 

14 A. 

15 Q. 

16 A. 

17 Q. 

18 A. 

19 

Yes, they were. 

Are they true to the best of your knowledge and belief? 

Yes, they are. 

Would you describe Statement A and Statement 8? 

Statement A, pages 1 and 2 show Montana-Dakota's balance sheet 

as of December 31, 2012 and December 31, 2013, with September 30, 

20 2013 and September 30, 2014 information shown on pages 3 and 4, with 

21 notes to the financial statements following. Statement B consists of 

22 Montana-Dakota's income statement for the twelve months ended 

23 December 31, 2013 and the nine months ended September 30, 2014. 

2 
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4 Q. 

5 A. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

These statements have been prepared from the Company's books and 

records that are maintained in accordance with the Federal Energy 

Regulatory Commission (FERC) Uniform System of Accounts. 

Would you please explain Statement F? 

Statement F shows the utility capital structure of Montana-Dakota 

for the twelve months ended December 31, 2013 and December 31, 2014 

and the projected capital structure for 2015. Statement F includes the 

associated costs of debt, preferred stock and common equity. This capital 

structure and the associated costs serve as the basis for the overall rate of 

return requested by Montana-Dakota in this rate filing of 7.588 percent. 

The basis for the requested 10.00 percent return on common equity 

contained within the overall requested rate of return is supported by the 

testimony of Dr. J. Stephen Gaske. 

Page 1 of Statement F summarizes the utility capital structure and 

the related utility costs of capital at December 31, 2013 and December 31, 

2014 and the projected capital structure and the related utility costs of 

capital for 2015. As shown on page 1, the components of the 2015 

projected overall annual rate of return, which are used by Mr. Jacobson to 

calculate the revenue requirement, are: 

Long Term Debt 
Short Term Debt 
Preferred Stock 
Common Equity 

Required Rate of Return 

3 

Weighted Cost of 
Capital 

2.447% 
0.132% 
0.057% 
4.952% 
7.588% 



1 The debt costs reflected on Statement F, Schedule F-1, page 1 

2 represent the actual weighted embedded costs of the long-term debt at 

3 December 31, 2013 and December 31, 2014 and those projected to be 

4 outstanding at December 31, 2015. In calculating the debt costs, the 

5 "Yield-to-Maturity" method (also referred to as the Internal Rate of Return 

6 (IRR) method) is used to determine the total cost for each respective debt 

7 issue, shown on pages 2 through 4. The yield-to-maturity calculation of 

8 each debt issue outstanding gives consideration to the stated rates of 

9 interest being paid on such debt, the timing of the interest payments, 

1 0 related issuance expenses, underwriters' commissions, and the losses on 

11 bond redemption transactions. 

12 Page 5 reflects the amortization of issuance costs associated with 

13 reacquired debt. 

14 Page 6 reports the twelve-month average short-term debt balance 

15 and the associated interest expense and cost of short-term debt for 

16 December 31, 2013 and December 31, 2014 and that projected to be 

17 outstanding on December 31, 2015. 

18 Statement F, Schedule F-2, supports the cost of Montana-Dakota's 

19 preferred stock capital, representing the weighted cost of the issues at 

20 December 31, 2013 and December 31, 2014 and projected to be 

21 outstanding at December 31, 2015. 

22 Statement F, Schedule F-3, supports the Company's utility common 

23 equity balance at December 31, 2013 and December 31, 2014 and the 
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22 

23 

Q. 

A. 

projected balance at December 31, 2015. 

How does the Company finance its gas utility operations and 

determine the amount of common equity, debt and preferred stock to 

be included in its capital structure? 

As a regulated public utility, the Company has a duty and obligation 

to provide safe and reliable service to its customers across its service 

territory while prudently balancing cost and risk. In order to fulfill its 

service obligations, the Company is making significant capital 

expenditures for new plant investment throughout its service territory, 

especially in mains, services and meters. These new investments also 

have associated operating and maintenance costs. Through its financial 

planning process, the Company determines the amounts of necessary 

financing required to support these activities. Montana-Dakota finances its 

operations targeting a 50150 debt to common equity capital structure. 

Capital expenditure investments are financed through a mix of internally 

generated funds, the utilization of the Company's short-term credit line 

and the issuance of additional debt and common equity financing as 

required to maintain targeted capital ratios and finance the combined utility 

operations. 

The Company obtained $14.6 million and $82.0 million of additional 

common equity in 2013 and 2014, respectively. In addition, the Company 

expects to receive approximately $100.0 million of common equity during 

2015 in order to achieve and maintain the targeted capital structure. 

5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

In September 2013, the Company issued a thirteen month $75 

million London Interbank Offered Rate (LIBOR) floating rate note. This 

temporary bridge financing was put in place to delay issuance of 

permanent private placement debt in order to aggregate debt issuances 

and achieve more attractive long-term pricing while avoiding duplication of 

issuance costs. In January 2014, $150 million private placements of 

unsecured senior notes were issued with delayed draws of $50 million in 

April and $100 million in July 2014. The April draw of $50 million was 

issued with a thirty-year maturity, at an interest rate of 5.18 percent. The 

delayed draw in July 2014 was issued in two blocks, $60 million, at an 

interest rate of 4.24 percent, with a ten-year maturity, and $40 million, at 

an interest rate of 4.34 percent, with a twelve-year maturity. $25 million of 

the LIBOR note was paid off in May 2014 and the balance was paid off in 

June 2014. 

Since 2006, the Company has refinanced essentially all of its long­

term debt and has lowered its embedded long term debt cost from 8.794 

percent at December 31, 2005 to a projected 5.949 percent at December 

31, 2015. The mix of securities employs various maturity dates in order to 

provide flexibility and mitigate refinancing risks. 

What does Statement F, Schedule F-1 show? 

Page 1 is a summary showing the Company's long-term debt at 

December 31, 2013 and 2014 and associated cost of debt, and it shows 

the projected long-term debt and associated costs for 2015. Page 2 

6 



1 shows the cost and the debt balance by issue at December 31, 2013 and 

2 page 3 shows the cost and debt balance by issue at December 31, 2014. 

3 Page 4 shows the projected cost and the debt balance by issue at 

4 December31,2015. 

5 Q. 

6 A. 

How did you derive the projected cost of debt for 2015? 

The projected cost of debt for 2015 is based upon the yield-to-

7 maturity of each debt issue outstanding. 

8 Q. Would you please describe Statement F, Schedule F-1, page 5 and 

9 explain the amortization method utilized? 

10 A. Page 5 reflects the annual amortization of the costs associated with 

11 the redemption of long-term debt. For this proceeding, the amortization 

12 has been computed on a straight-line basis over the remaining life of the 

13 issues. The Company uses the same calculation for accounting purposes. 

14 Q. Would you please describe Statement F, Schedule F-1, page 6? 

15 A. Page 6 presents the twelve-month average short-term debt balance 

16 for 2013, 2014 and projected 2015 as well as the average cost of short-

17 term debt. A twelve-month average of short-term debt is used in the cost 

18 of capital calculation to reflect the seasonality in the short-term debt 

19 balance. Short-term debt is historically at or near its peak in December 

20 and the twelve-month average calculation is more reflective of the 

21 borrowing level than a year-end balance. 

22 Q. What does Statement F, Schedule F-2 show? 

23 A. Page 1 presents the preferred stock balances at December 31, 

7 



1 2013 and December 31, 2014 and the projected balances for December 

2 31, 2015. The anticipated weighted cost of preferred stock is also shown. 

3 Pages 2 and 3 set forth the various preferred stock issues outstanding at 

4 December 31, 2013 and December 31, 2014 and page 4 sets forth the 

5 

6 Q. 

7 A. 

8 

9 

10 Q. 

1 1 A. 

projected issues outstanding at December 31, 2015. 

What does Statement F, Schedule F-3 show? 

The schedule presents the common equity balance at December 

31, 2013 and December 31, 2014 and the projected balance for 

December 31, 2015 reflecting the projected activity in the balance. 

Does this conclude your direct testimony? 

Yes, it does. 
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1 Q. 

2 A. 

3 

4 Q. 

5 A. 

6 

7 Q. 

8 

9 A. 

10 

11 

12 

13 Q. 

14 

15 A. 

16 

17 

MONTANA-DAKOTA UTILITIES CO. 

A Division of MDU Resources Group, Inc. 

Before the Public Service Commission of North Dakota 

Case No. PU-15-

Direct Testimony 
of 

Travis R. Jacobson 

Would you please state your name and business address? 

Yes. My name is Travis R. Jacobson and my business address is 

400 North Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Regulatory Analysis Manager for Montana-Dakota Utilities 

Co. (Montana-Dakota), a Division of MDU Resources Group, Inc. 

Would you please describe your duties as Regulatory Analysis 

Manager? 

I am responsible for the preparation of cost of service studies, fuel 

cost adjustments, purchased gas cost adjustments, and gas tracking 

adjustments in each of the jurisdictions in which Montana-Dakota 

operates. 

Would you please describe your education and professional 

background? 

I graduated from Minot State University with a Bachelor of Science 

degree in Accounting and I am a Certified Public Accountant (CPA). I 

started my career with Montana-Dakota in 1999 as a financial analyst in 

1 



1 

2 

3 

4 

5 Q. 

6 

7 A. 

8 

9 

10 Q. 

11 A. 

12 

13 

14 

15 

16 Q. 

17 A. 

the Financial Reporting area and during my tenure with the Company 

have held positions of increasing responsibility, including Supervisor, 

Financial Reporting and Planning and Manager, Financial Reporting and 

Planning before attaining my current position. 

Are you familiar with the books and records of Montana-Dakota and 

the manner in which they are kept? 

Yes. Montana-Dakota's books and records are kept in accordance 

with the Federal Energy Regulatory Commission (FERC) Uniform System 

of Accounts (US of A). 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to present the per books cost of 

service for the twelve months ended December 31, 2013 for North Dakota 

gas operations, the projected cost of service for 2014 and 2015, the 

calculation of the revenue deficiency and the calculation of the interim 

request. 

What statements, schedules and exhibits are you sponsoring? 

I am sponsoring Statements C through E, Statements G through N, 

18 and Exhibit No._(TRJ-1). 

19 Q. Were these statements and exhibits prepared by you or under your 

20 direct supervision? 

21 A. Yes, they were. 

22 Revenue Requirement 

23 Q. What were the results of North Dakota gas operations for 2013? 

2 



1 A. Statement L, pages 1 and 2 show the per books income statement 

2 and rate base for the total Company and for the North Dakota gas 

3 operations for 2013. As shown on page 1, North Dakota gas operations 

4 had a return on rate base of 5.520 percent for the twelve months ended 

5 December 31, 2013. The details for each line item, i.e. sales revenue, 

6 

7 Q. 

8 A. 

other revenue, etc., are included in the referenced Statements. 

How was the per books cost of service allocated to North Dakota? 

The Company utilizes a jurisdictional accounting system that 

9 directly assigns and/or allocates every item of revenue, expense and rate 

1 0 base to the jurisdictions as part of the regular accounting process on a 

11 monthly basis. The allocation methods and procedures are the same as 

12 those that have previously been used in Commission proceedings and are 

13 based on the principle of assigning and/or allocating costs to the cost 

14 causer. 

15 Q. What test period are you using to determine the revenue 

16 requirement? 

17 A. 

18 

The revenue requirement is based on a projected average 2015 

test period. As stated by Ms. Kivisto, the primary reason for the increase 

19 is investment in facilities, including those to be completed through the end 

20 of 2015, and increases in Operation and Maintenance Expenses. 

21 Montana-Dakota is using a future test year in accordance with 

22 North Dakota Century Code §49-05-04.1. 

3 



1 Q. 

2 

3 A. 

Would you describe the development of the projected cost of service 

for 2014 and 2015? 

The projected 2014 and 2015 cost of service is presented in 

4 Statement M, which contains all of the schedules supporting the income 

5 statement on page 1, and Statement N, which contains all of the 

6 schedules supporting the rate base on page 1. The revenues and 

7 expenses reflect the annual level that will be experienced when the new 

8 rates become effective. Likewise, the rate base reflects average 2014 and 

9 2015 plant and related balances. 

10 Q. 

11 

12 

13 A. 

Based on the timing of this request, have you compared the 2014 

actual results with the projected 2014 data presented in the various 

statements? 

Yes. The 2014 actual results have been compared to the 

14 information presented for projected 2014. Generally the results were 

15 consistent with the projections. As mentioned in the detailed adjustments, 

16 actual O&M and rate base information was used in the development of the 

17 2015 projected revenue requirement when possible. Actual sales and 

18 transportation revenue were not used as the revenue requirement is 

19 based on normalized usage and currently effective tariff rates whereas 

20 actual sales and transportation revenue were impacted by weather and 

21 the application of interim and final rates pursuant to the PU-13-803 rate 

22 case. The projected 2014 information presented in this case provides a 

23 bridge to the projected 2015 revenue requirement. 
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1 Q. 

2 

3 A. 

Were the investment and expenses related to the Billings Landfill gas 

production facility removed? 

Yes. Pursuant to the Order on Settlement in Case No. PU-13-803, 

4 the investment and expenses related to the Billings Landfill gas production 

5 facility have been excluded. The expenses consist of all production costs, 

6 including depreciation and ad valorem taxes, as well as the associated 

7 benefits recorded in administrative and general expense (A&G). The 

8 investment consists of all production plant in service and the associated 

9 accumulated reserve and accumulated deferred income taxes. 

10 Income Statement 

11 Q. 

12 

13 A. 

14 

Would you describe the development of the projected revenues and 

expenses contained in Statement M? 

The projected revenues for 2014 and 2015 are summarized on 

Statement M, page 2. Ms. Cardwell discusses the development of the 

15 sales and transportation revenues in her testimony 

16 Other operating revenues are to remain at the 2013 level, with the 

17 exception of rent from property and other revenues as shown on 

18 Statement M, page 8. Rent from property was adjusted to reflect current 

19 revenue from property rented to others. The projected 2014 and 2015 

20 amounts reflect current levels and the increase in revenue is due to the 

21 rental income received, primarily from Company-owned housing. 

22 Other revenues are made up of Heskett pipeline revenue, late 

23 payment and penalty revenue. Revenue from the pipeline serving the 

5 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

Q. 

Heskett Ill gas turbine was included beginning with the in service date in 

2014 and the projected annual amount for 2015. As shown on Statement 

M, page 9, a revenue requirement specific to the Heskett pipeline was 

prepared to show the total cost included in this rate case. The addition of 

the Mandan Border Station #2, as shown on Statement N, page 8, 

included as a 2015 capital addition connects the pipeline to Montana­

Dakota's gas distribution system serving customers in and around the City 

of Mandan. Thus, a portion of the revenue requirement is allocated to 

North Dakota gas customers to reflect the incremental capacity necessary 

to serve customers. In addition, the pipeline will provide increased system 

security by offering a second source of gas into the existing distribution 

system. During 2014, the entire revenue requirement was recovered from 

the Heskett Ill Station commencing with the in service date. 

Late payment revenues were projected for 2014-2015 based on the 

2013 ratio of late payment revenue to billed sales and transportation 

revenue of 0.15 percent applied to projected 2014-2015 sales and 

transportation revenue. The 2014 and 2015 penalty revenues were 

restated to a three year average for 2011 to 2013 to smooth out any year 

to year fluctuations. 

Would you describe the development of the operation and 

maintenance expenses? 
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22 

A. 

Q. 

A. 

Yes. The projected 2014 and 2015 operation and maintenance 

(O&M) expenses are summarized on Statement M, pages 10 through 13, 

with the detail provided on pages 14 through 29. 

The cost of gas, shown on page 14, uses the projected sales 

volumes, adjusted for losses, and an annual gas cost level for 2015. The 

projected cost of gas per dk was derived by calculating annual demand 

charges and commodity cost of gas and applying those costs to the 

November 1, 2014, purchased gas cost adjustment billing determinants. 

The distribution loss factor of 0.45 percent represents the current loss 

factor. 

Would you describe the development of the projected other O&M 

expense? 

Yes. O&M expenses were reviewed and projected by resource, or 

cost category, some on a North Dakota only basis and some on a total 

Company basis. As discussed by Ms. Kivisto and Ms. Jones, the 

expansion in Western North Dakota has caused significant and ongoing 

changes throughout Montana-Dakota's North Dakota service territory, 

which are reflected in this filing. Given these changes, Montana-Dakota 

developed the O&M expenses for 2014 by annualizing 2014 per books 

data, reviewing current information, as well as discussions with operations 

personnel to determine the best information for 2014. The projections for 

2015 were based on the projected 2014 data. 
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Q. 

A. 

Would you describe the development of the labor and benefits 

expense? 

Yes. Labor expense is shown on page 15, with actual labor 

expense for the twelve months ended December 31, 2013 used as the 

starting point. The 2014 labor expense was calculated by annualizing the 

ten months ending October 31, 2014 labor expense. The projected 

increase of 3.50 percent in 2015 is the increase expected for bargaining 

unit employees pursuant to a negotiated union contract and for non­

bargaining unit employees effective in 2015. In addition, incentive 

compensation has been adjusted to reflect a three year average 

percentage of labor. 

Benefits are shown on page 16. Benefits expense consists of 

medical/dental insurance, pension, post-retirement, 401 K, and workers 

compensation. Each of these items was adjusted individually. For 2014 

medical/dental expense, a loading factor was developed using a ratio of 

the current medical/dental expense annualized to the projected labor 

expense excluding incentive compensation. For pension, post-retirement 

and 401 K expense, a loading factor was developed using a ratio of the 

budgeted pension, post-retirement and 401 K expenses to 2014 projected 

labor expense excluding incentive compensation. The loading factor for 

each component was applied to the projected 2014 labor expense, to 

arrive at projected benefits expense for 2014. Workers compensation is 

based on the ratio of workers compensation expense for 2013 to per 
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9 

10 

11 

12 

13 

14 Q. 

15 A. 

16 

17 

18 

19 

20 

21 

22 

23 

books North Dakota gas labor expense applied to 2014 projected labor 

expense. Additional information regarding benefits is discussed by Ms. 

Jones. 

For 2015, medical/dental expense is projected to increase by 4.10 

percent based upon anticipated health insurance increases. Pension 

expense is projected to increase by 136.31 percent or $105,000 and post­

retirement expense is expected to increase by 713.56 percent or $214,000 

based on an actuarial study completed in August 2014. 401 K expense will 

increase by 3.50 percent based upon the labor increase for 2015 and the 

workers compensation ratio for 2013 is applied to the 2015 labor expense 

to derive the 2015 workers compensation expense. Other benefits, 

primarily disability insurance, are also tied to labor expense with the 

changes applied accordingly. 

Would you describe the other projected O&M expense items? 

Yes. The projected subcontract labor expense for 2014 increased 

based on known changes. Subcontract labor expense for 2015 is 

expected to remain at the 2014 level. Materials expense for 2014 is 

expected to remain at the 2013 level and increase in 2015 by the three 

year average inflation rate of 2.3 percent. 

Vehicles and work equipment reflect all expenses associated with 

the Company's vehicles and equipment, such as backhoes, including the 

costs of fuel, insurance, maintenance and depreciation expense. The 

depreciation expense on these items is charged to a clearing account 

9 



1 (rather than to depreciation expense), where it is then recorded in O&M 

2 expense or capitalized as part of a project as the vehicle or work 

3 equipment is used. The projected expense is updated based on the 

4 projected plant and the depreciation rates in Statement N. 

5 Company consumption is the expense for electric and natural gas 

6 consumption in Company buildings. The electric component is projected 

7 to remain flat. The natural gas component is expected to increase by 12.3 

8 percent in 2014 based on the increase in 2013 weather normalized firm 

9 general sales revenues and remain at the same level for 2015. 

10 Uncollectible accounts are based on the ratio of the five year 

11 average of net write-offs to sales and transportation revenue. This ratio 

12 was then applied to the projected 2014 and 2015 sales and transportation 

13 revenues, which results in an increase in uncollectible accounts. 

14 Projected postage expense for 2014 reflects a 6.38 percent 

15 increase based on the current level of expense annualized. Postage 

16 expense for 2015 is projected to increase due to the projected increase in 

17 customers but will be partially offset by the savings related to customers 

18 utilizing electronic billing. 

19 Software maintenance reflects new programs in 2014 and 2015 

20 that support or protect current software programs. 

21 2014 and 2015 building rentals have been adjusted to reflect the 

22 annualized current level of expenses adjusted to reflect additional rented 

23 office space for General Office employees. 

10 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

Advertising expense is shown on page 25. Promotional advertising 

expense has been eliminated and informational and institutional 

advertising are adjusted to exclude advertising that is not applicable to 

North Dakota gas operations. 

Would you please continue with your explanation of adjustments to 

operation and maintenance expenses? 

Yes. Industry dues reflect the projected level of industry dues and 

those dues that are not specifically applicable to North Dakota natural gas 

operations have been eliminated. 

Insurance expense reflects the current insurance level for 2014 and 

remaining flat for 2015. 

Regulatory Commission Expense, as shown on page 28, reflects 

the expenses to be incurred in this filing, amortized over a three-year 

period, and a three year average of ongoing regulatory commission 

expense. The Company is also proposing to include the amortization of 

the Bismarck manufactured gas plant (MGP) remediation costs pursuant 

to Case No. PU-10-589. The site was used to service Bismarck 

customers prior to the availability of transmission pipelines that exist 

today. The costs to remediate the site were deferred and then, consistent 

with the Commission's Order issued in Case No. PU-10-589, Montana­

Dakota began amortizing approximately $908,000 over a I 0 year period 

effective January I, 2008. The amortization of the costs to date has not 

been recovered from customers. The Company is now requesting 
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11 Q. 

12 A. 

13 

14 

15 

16 

17 

18 

19 Q. 

20 A. 

21 

22 

inclusion of these costs as a part of its test year cost of service. The 

unamortized balance as of December 31, 2014 is approximately 

$272,000. 

The items adjusted individually above represent approximately 94 

percent of total North Dakota gas O&M, as shown on page 29. The 

remaining items, which make up approximately 6 percent of other O&M 

expense, were adjusted for the effects of inflation for 2014 and 2015. A 

2.3 percent inflation factor, based on the three year average inflation 

change of the Consumer Price Index, was applied to the expenses not 

specifically adjusted for 2014 and 2015. 

Would you describe the calculation of depreciation expense? 

Yes. Projected depreciation expense is summarized on Statement 

M, page 32. The calculation of depreciation expense and associated 

accumulated reserve for depreciation is shown on pages 33 and 34. 

Depreciation expense is calculated on projected plant using the projected 

plant in service, with the depreciation rates that were approved in Case 

No. PU-13-803. The depreciation rates are shown on Statement I, with a 

summary of composite rates by function on page 2. 

How were taxes other than income projected? 

Projected taxes other than income are shown on pages 35 through 

38. Ad valorem taxes were calculated using the projected 2014 and 2015 

plant in service and applying a projected effective tax rate based on the 

12 



1 ratio of 2013 ad valorem taxes to average plant balances as of December 

2 31, 2013 by function. 

3 Projected payroll taxes were based on the ratio of payroll taxes to 

4 labor expense for 2013 and applied to the projected 2014 and 20151abor 

5 expense to determine the projected payroll taxes. 

6 All other taxes other than income were projected to remain at the 

7 2013 level. 

8 Q. Would you describe the calculation of federal and state income 

9 taxes? 

10 A. The projected income tax calculation for North Dakota gas 

11 operations is shown on pages 39 and 40. Interest is deductible for tax 

12 purposes and the projected interest expense is calculated on the projected 

13 rate base using the projected debt ratio and weighted cost of debt from 

14 Statement F, page 1. 

15 North Dakota federal and state income taxes are fully normalized, 

16 so the calculation of income taxes is made on the taxable income after 

17 interest, since any tax deductions would be fully offset by deferred income 

18 taxes. 

19 Rate Base 

20 Q. Would you describe the development of the projected rate base for 

21 2014 and 2015? 

22 A. 

23 

The rate base is summarized on Statement N, page 1 and shows 

the 2013 actual and projected 2014 and 2015 rate base for North Dakota 

13 



1 gas operations. Pages 2 through 22 are the supporting components of the 

2 projected rate base. As noted earlier, the overall 2014 actual rate base 

3 was compared to the projected 2014 rate case presented in this case. 

4 The variance was just over $300,000 or 0.35 percent. 

5 Pages 2 through 3 show the projected plant in service for 2014 and 

6 2015. The projected plant was developed by adding the capital budget 

7 items for 2014 to the 2013 plant in service balances. The investment 

8 includes the significant addition of the pipeline used to serve the Heskett 

9 Ill gas turbine placed in service during 2014 as well as the previously 

1 0 mentioned construction of the Mandan Border Station #2 which ties the 

11 Heskett pipeline to the Company's distribution system providing increased 

12 capacity and reliability for the customers. Additionally, incremental 

13 investment in mains, services and meters has been included due to 

14 continued development taking place in the Company's service territory. 

15 Retirements, based on a three-year average of retirements by function, 

16 were deducted and the average 2014 balance was calculated. The 

17 process was repeated for 2015. The detail by project for 2014-2015 is 

18 shown on pages 4-10. 

19 The projected accumulated reserve for depreciation is summarized 

20 on page 11. The projected reserve balances were calculated using the 

21 reserve balances at December 31, 2013, adding the calculated 

22 depreciation expense and deducting retirements based on a three-year 

23 average of retirements, as shown on Statement M, pages 33-34. The 

14 
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average 2014 balances were then calculated and the process was 

repeated for 2015. 

How were the working capital items derived? 

The projected working capital items are shown on pages 12 

through 18. Materials and supplies and fuel stocks were restated to a 

thirteen month average on page 13, reflecting actual balances through 

November 2014 with December remaining at the December 2013 level. 

Fuel stocks are restated to a thirteen month average balance on page 14. 

Prepayments, which are made up of prepaid insurance, are shown 

on page 15. Prepayments are restated to a thirteen month average 

balance. The projected 2014 and 2015 balances are based on the 

projected 2014-2015 insurance expense. 

The unamortized loss of debt was calculated using the balances as 

of December 31, 2013, and adding the calculated 2014 reflects a 

reallocation of the balance and the annual amortization to arrive at a 

balance for 2014. The 2013 and 2014 balances were then averaged to 

reflect the 2014 average unamortized loss on debt. The process was 

repeated to calculate the 2015 average unamortized loss on debt, as 

shown on page 16. The associated accumulated deferred income taxes 

are on page 22. 

The gain on the sale of the Williston and Watford City office 

buildings as of December 31, 2013 is shown on page 17. The gain is 

being amortized over a 20 year period beginning with the month following 

15 
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the in service date of each building. The activity for 2014 is reflected and 

the 2013 and 2014 balances were then averaged to reflect the 2014 

average balance. The process was repeated to calculate the 2015 

average balance. The associated accumulated deferred income taxes are 

shown on page 22. 

Customer advances for construction are restated to a thirteen 

month average balance for 2014 and 2015, with actuals through 

November 2014. Customer advances for construction are shown on page 

18. 

Would you describe how the accumulated deferred income tax 

balances were developed? 

The accumulated deferred income tax balances are summarized on 

page 19. The projected balances were derived by adding the changes to 

the deferred income taxes for 2014 and 2015 to the 2013 balances and 

calculating the average balance. 

The changes associated with book/tax depreciation differences 

(liberalized depreciation) are on page 20 and display the projected 

changes due to the plant additions as well as existing plant. 

The accumulated deferred income taxes associated with the 

unamortized loss on debt and the gain on the sale of the Williston office 

building are shown on pages 21 and 22 respectively. The change in 

accumulated deferred income taxes associated with full normalization and 

the acquisition adjustment are the same as experienced in 2013. 

16 



1 Q. What is the additional revenue requirement calculated on Exhibit 

2 No. __ (TRJ-1 )? 

3 A. Exhibit No. __ (TRJ-1), which is identical to Statement L, page 3, 

4 shows the calculation of the revenue deficiency of $4,304,000 based on 

5 the projected 2015 income and rate base and using the overall rate of 

6 return of 7.588 percent from Statement F, page 1 and supported by Ms. 

7 Schmit and Dr. Gaske. 

8 Q. Is Montana-Dakota seeking an interim increase in this case? 

9 A. Yes, it is. As stated by Ms. Kivisto, Montana-Dakota is seeking an 

10 interim rate relief in this case pursuant to North Dakota §49-05-06. 

11 Q. What amount of interim rate relief is the Company seeking? 

12 A. The Company has identified an interim Revenue Requirement, 

13 presented in Exhibit No. _ (TRJ-1) of $4,304,000 and Exhibit C of the 

14 Interim Application based on the 2015 projected cost of service. The 

15 return used in this projection is based on a 10.00% return on equity 

16 allowed pursuant to the PU-13-803 rate case and also shown to be 

17 required in this case. 

18 Q. Does this complete your direct testimony? 

19 A. Yes, it does. 

17 



Case No. PU-15-__ 
Exhibit No. (TRJ-1) 
Page 1 of 1 

MONTANA-DAKOTA UTILITIES CO. 
PROJECTED OPERATING INCOME AND RATE OF RETURN 

REFLECTING ADDITIONAL REVENUE REQUIREMENTS 
PROJECTED 2015 

Operating Revenues 
Sales 
Transportation 
Other 

Total Revenues 

Operating Expenses 
Operation and Maintenance 

Cost of Gas 
Other O&M 

Total O&M 
Depreciation 
Taxes Other Than Income 
Income Taxes 

Total Expenses 

Operating Income 

Rate Base 

Rate of Return 

1/ Statement M, Page 1. 

(OOOs) 

Before 
Additional 
Revenue 

Requirements 1/ 

$125,858 
2,007 
3,694 

131,559 

94,834 
20,049 

114,883 
7,044 
1,864 
1,752 

125,543 

$6,016 

$114,487 

5.255% 

2/ Reflects state and federal taxes at 37.9445%. 

Additional 
Revenue 

Requirements 

$4,304 1 

4,304 

1,633 21 
1,633 

$2,671 

Reflecting 
Additional 
Revenue 

Requirements 

$130,162 
2,007 
3,694 

135,863 

94,834 
20,049 

114,883 
7,044 
1,864 
3,385 

127,176 

$8,687 

$114,487 

7.588%! 



Exhibit No._(JSG-1) 

MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group. Inc. 

BEFORE THE NORTH DAKOTA PUBLIC SERVICE COMMISSION 

Case No. PU-15-

PREPARED DIRECT TESTIMONY OF 

J. STEPHEN GASKE 

Qt. Please state your name, position and business address. 

2 AI. My name is J. Stephen Gaske and l am a Senior Vice President of Concentric 

3 Energy Advisors, Inc., 1130 Connecticut Avenue NW, Suite 850, Washington, DC 

4 20036. 

5 Q2. Would you please describe your educational and professional background? 

6 A2. I hold a B.A. degree from the University of Virginia and an M.B.A. degree with a 

7 major in finance and investments from George Washington University. I also 

8 earned a Ph.D. degree from Indiana University where my major field of study was 

9 public utilities and my suppmiing fields were finance and economics. 

10 From 1977 to 1980, I worked for H. Zinder & Associates ("HZA") as a research 

II assistant and later as supervisor of regulatory research. Subsequently, I spent a year 

12 assisting in the preparation of cost of capital studies for presentation in regulatory 

13 proceedings. 

14 From 1982 to 1986, I undertook graduate studies in economics and tinance at 

15 Indiana University where I also taught courses in public utilities, transportation, 

16 and physical distribution. During this time, I also was employed as an independent 
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consultant on a number of projects involving public utility regulation, rate design, 

2 and cost of capital. From 1983 to 1986, I was coordinator for the Edison Electric 

0 
J Institute Electric Rate Fundamentals course. In 1986, I accepted an appointment as 

4 assistant professor at Trinity University in San Antonio, Texas, where I taught 

5 courses in financial management, investments, corporate finance, and corporate 

6 financial theory. 

7 In 1988, I returned to HZA and was President of the company f1·om 2000 to 2008. 

8 In May 2008, I-IZA merged with Concentric Energy Advisors, lnc. ("Concentric") 

9 and l became a Senior Vice President of Concentric. 

10 Q3. Have you presented expert testimony in other proceedings? 

II A3. Yes. I have filed testimony on the cost of capital and capital structure issues for 

12 electric and natural gas distribution and oil and natural gas pipeline operations 

13 before I I state and provincial regulatory bodies, including the North Dakota Public 

14 Service Commission. I also have testified or filed testimony or affidavits before 

15 various federal regulators, including the Federal Energy Regulatory Commission 

16 on more than thirty occasions, the National Energy Board of Canada, and the 

17 Comisi6n Reguladora de Energia of Mexico. Topics covered in these submissions 

18 have included rate of return, capital structure, cost allocation, rate design, revenue 

19 requirements, and market power. ln addition, I have testified or submitted 

20 testimony on issues such as cost allocation, rate design, pricing and generating plant 

21 economics before the U.S. Postal Rate Commission, regulators in five Canadian 

22 provinces, and seven U.S. state public utility commissions. During the course of 

')" _J my consulting career, l have conducted many studies on issues related to regulated 
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industries and have served as an advisor to numerous clients on economic, 

competitive, and financial matters. I also have spoken and lectured before many 

professional groups including the American Gas Association and the Edison 

Electric Institute Rate Fundamentals courses. Finally, I am a member of the 

American Economic Association, the Financial Management Association, and the 

American Finance Association. 

INTRODUCTION 

Scope and Overview 

What is the scope of your testimony in this pmceeding? 

I have been asked by Montana-Dakota Utilities Co. ("Montana-Dakota" or the 

"Company") to estimate the cost of common equity capital for the Company's 

natural gas distribution operations in the state of North Dakota. In this testimony, 

I calculate the cost of common equity capital for Montana-Dakota's North Dakota 

natural gas distribution operations based on a Discounted Cash Flow ("DCF") 

analysis of a group of proxy companies that have risks similar to those ofMontana­

Dakota's North Dakota natural gas distribution operations. The results of this DCF 

study are supported by various benchmark criteria that I have used to test the 

reasonableness of the DCF study results. 

What rate of return is Montana-Dakota requesting in this proceeding? 

Based on its test period capital structure, Montana-Dakota is requesting the 

following rate of return: 

3 
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Table 1: Requested Rate of Return- North Dakota Natural Gas Operations (000s) 1 

Overall Rate 
Source Amount Percent Cost of Return 

Long-Term Debt $505,460 41.135% 5.949% 2.447% 
Short-Term Debt 99,624 8.108% 1.631% 0.132% 
Preferred Stock 15,259 1.242% 4.579% 0.057% 
Common Equity 608,435 49.515% 10.00% 4.952% 
TOTAL $1,228,778 100.00% 7.588% 

2 

3 As my testimony discusses, an overall allowed rate of return of 7.588 percent, with 

4 a I 0.00 percent return on common equity, represents the cost of capital for 

5 Montana-Dakota at this time. 

6 B. Companv Background 

7 Q6. Please describe Montana-Dakota's operations and tbose of its parent 

8 company, MDU Resources Group, Inc. 

9 A6. Montana-Dakota is a wholly-owned division of MDU Resources Group, Inc. 

10 ("MDU Resources") that is engaged in the generation, transmission, and 

I 1 distribution of electricity, and the distribution of natural gas in the states of 

12 Montana, North Dakota, South Dakota, and Wyoming. MDU Resources also owns 

13 Cascade Natural Gas Corporation, which distributes natural gas in the states of 

14 Oregon and Washington; Intermountain Gas Company, which distributes natural 

15 gas in the state ofldaho; and Great Plains Natural Gas Co., which distributes natural 

16 gas in western Minnesota and southeastern North Dakota. Through other 

17 subsidiaries, MDU Resources is engaged in utility infrastructure construction, 

18 natural gas and oil exploration and production, natural gas gathering and 

Pro fom1a capital structure for 2015. 
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transmission, and produces and markets aggregates and other construction 

materials. 

In 2013, the utility companies within MDU Resources provided natural gas 

distribution servtce to over 876,000 residential, commercial, and industrial 

customers in 334 communities across eight states? In addition, Montana-Dakota 

provided electric utility service to over 134,000 residential, commercial, industrial, 

and municipal customers in 177 communities and adjacent rural areas across four 

states.3 Natural gas distribution assets comprised 25.3 percent4 ofMDU Resources' 

total assets in 2013, and natural gas distribution revenues comprised 19.1 percent5 

of total operating revenues. North Dakota accounted for 14.0 percent of the natural 

gas distribution operating sales revenues, while Idaho (34.0 percent), Washington 

(24.0 percent), Oregon (8.0 percent), Montana (8.0 percent), South Dakota (6.0 

percent), Minnesota (4.0 percent) and Wyoming (2.0 percent), accounted for the 

other 86 percent of natural gas distribution operating sales revenues.6 

Would you please describe Montana-Dakota's North Dakota natural gas 

service territory? 

Montana-Dakota provides natural gas distribution servtce to approximately 

102,138 customers in 74 communities in North Dakota7
, including Bismarck, 

MDU Resources Group, Inc., Form I 0-K for the fiscal year ended December 31, 2013, at 13. 
Ibid., at 9. 
Ibid., at 95. 
Ibid., at 94. 
Ibid., at 13. 
Montana-Dakota Annual Report, State ofNorth Dakota, Gas Operations, December 31, 2013, at 
Section IV, page 1 of 1. Montana-Dakota Utilities Co., State ofNorth Dakota Gas Rate Schedule, 
NDPSC Volume 7, 3rd Revised Sheet No.2. 

5 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

Exhibit No. (.JSG-1) 

Mandan, Dickinson, Williston, Watford City, Minot and Jamestown, and many 

small towns and rural areas 8 Although Montana-Dakota's North Dakota natural 

gas distribution operations tend to be concentrated in cities and towns, a large 

portion of the local economies are based on agricultural and minerals production. 

Western North Dakota is experiencing a classic economic boom due to rapid 

development of oil in the Bakken Shale formation and this activity is spurring rapid 

growth in portions of Montana-Dakota's service territory. North Dakota also has 

some manufacturing, particularly in food processing and farm equipment. 

Montana-Dakota's North Dakota natural gas distribution operations have 

experienced growth in recent years as a growing customer base has been partially 

offset by declining average usc per customer due to energy efficiency and 

conservation. As discussed in the Direct Testimony of Montana-Dakota witness 

Ms. Nicole Kivisto, most of the recent investment in this jurisdiction has been for 

new distribution plant to accommodate customer growth and support reliability. 

Significant investment will continue to be required in coming years to support 

customer growth and to replace aging plant so that the Company can continue to 

provide safe, reliable and efficient natural gas distribution service to its North 

Dakota customers. 

MDU Resources Group, Inc., Form I 0-K for the fiscal year ended December 31, 2013, at 13. 
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II. FINANCIAL MARKET STUDIES 

A. 

QS. 

A8. 

Criteria for a Fair Rate of Return 

Please describe the criteria which should be applied in determining a fair rate 

of return for a regulated company. 

The United States Supreme Court has provided general guidance regarding the level 

of allowed rate of return that will meet constitutional requirements. ln Bluefield 

Water Warks & Improvement Company v. Public Service Commission of West 

Virginia (262 US. 679, 693 (1923)}, the Court indicated that: 

The return should be reasonably sufficient to assure confidence in 
the financial soundness of the utility, and should be adequate, under 
efficient and economical management, to maintain and support its 
credit and enable it to raise the money necessary for the proper 
discharge of its public duties. A rate of return may be reasonable at 
one time and become too high or too low by changes affecting 
opportunities for investment, the money market, and business 
conditions generally. 

The Court has further elaborated on this requirement in its decision in Federal 

Power Commission v. Hope Natural Gas Company (320 US. 591, 603 (1944)). 

There the Court described the relevant criteria as follows: 

From the investor or company point of view, it is important that 
there be enough revenue not only for operating expenses, but also 
for the capital costs of the business. These include service on the 
debt and dividends on the stock.. .. By that standard, the return to 
the equity owner should be commensurate with returns on 
investments in other enteqJrises having corresponding risks. That 
return, moreover, should be sufficient to assure confidence in the 
financial integrity of the enterprise, so as to maintain its credit and 
to attract capital. 
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Thus, the standards established by the Court in !-lope and Bluefield consist ofthree 

requirements. These are that the allowed rate of return should be: 

I. 

2. 

3. 

commensurate with retums on enterprises with corresponding 
risks; 
sufficient to maintain the financial integrity of the regulated 
company; and 
adequate to allow the company to attract capital on reasonable 
terms. 

These legal criteria will be satisfied best by employing the economic concept ofthe 

"cost of capital" or "opportunity cost" in establishing the allowed rate of retum on 

common equity. For every investment alternative, investors consider the risks 

attached to the investment and attempt to evaluate whether the return they expect 

to earn is adequate for the risks undertaken. Investors also consider whether there 

might be other investment opportunities that would provide a better return relative 

to the risk involved. This weighing of alternatives and the highly competitive 

nature of capital markets causes the prices of stocks and bonds to adjust in such a 

way that investors can expect to earn a return that is just adequate for the risks 

involved. Thus, for any given level of risk, there is a return that investors expect in 

order to induce them to voluntarily undertake that risk and not invest their money 

elsewhere. That return is referred to as the "opportunity cost" of capital or "investor 

required" return. 

22 Q9. How should a fair rate of return be evaluated from the standpoint of 

consumers and the public? 

24 A9. The same standards should apply. When an unregulated entity faces competition, 

25 the pressure of that competition and consumer choices will combine to determine 

8 
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the fair rate of return. However, when regulation is appropriate, consumers and the 

2 public have a long-term interest in seeing that the regulated company has an 

3 opportunity to earn returns that are not so high as to be excessive, but that also are 

4 sufficient to encourage continued replacement and maintenance, as well as needed 

5 expansions, extensions, and new services. Thus, both the consumer and the public 

6 interest depend on establishing a return that will readily attract capital without being 

7 excess1ve. 

8 QlO. How are the costs of preferred stock and long-term debt determined? 

9 AIO. For purposes of setting regulated rates, the current embedded costs of preferred 

10 stock and long-term debt are used in order to ensure that the company receives a 

II return that is sufficient to pay the fixed dividend and interest obligations that are 

12 attached to these sources of capital. 

13 Qll. How is the cost of common equity determined? 

14 All. The practice in setting a fair rate of return on common equity is to use the cunent 

15 market cost of common equity in order to ensure that the return is adequate to attract 

16 capital and is commensurate with returns available on other investments with 

17 similar levels of risk. However, determining the market cost of common equity is 

18 a relatively complicated task that requires analysis of many factors and some degree 

19 of judgment by an analyst. The current market cost of capital for securities that pay 

20 a fixed level of interest or dividends is relatively easy to determine. For example, 

21 the current market cost of debt for publicly-traded bonds can be calculated as the 

22 yield-to-maturity, adjusted for flotation costs, based on the current market price at 

which the bonds are selling. ln contrast, because common stockholders receive 

9 
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only the residual earnings of the company, there are no fixed contractual payments 

which can be observed. This uncertainty associated with the dividends that 

eventually will be paid greatly complicates the task of estimating the cost of 

common equity capital. For purposes of this testimony, I have relied on several 

analytical approaches for estimating the cost of common equity. My primary 

approach relies on three DCF analyses. In addition, I have conducted a risk 

premium analysis and a market DCF analysis of the S&P 500 as benchmarks to 

assess the reasonableness of the DCF results. Each of these approaches is described 

later in this testimony. 

Interest Rates and the Economy 

What are the general economic factors that affect the cost of capital? 

Companies attempting to attract common equity must compete with a variety of 

alternative investments. Prevailing interest rates and other measures of economic 

trends influence investors' perceptions of the economic outlook and its implications 

on both short- and long-term capital markets. Page I of Schedule 1 of Exhibit 

No._(JSG-2) shows various general economic statistics. Real growth in the 

Gross Domestic Product ("GDP") has averaged 2.9 percent annually during the past 

30 years, 2.6 percent for the past 20 years, and 1.7 percent for the past I 0 years. 

After increasing at an annual rate of 4.6 percent in the second quarter of 2014, in 

the third quarter, economic growth increased at an annual rate of 3.9 percent. 9 

According to Blue Chip Economic Indicators, the consensus forecast for expected 

U.S. Department of Commerce, Bureau of Economic Analysis, News Release, November 25, 
2014. 
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growth in real GDP is 2.3 percent in 2014 10 and 3.0 percent in 2015. 11 Likewise, 

the U.S. unemployment rate has improved in recent months to 5.8 percent as of 

October 2014, 12 but the labor force participation rate for civilians 16 years and over 

was 62.8 percent as of October 2014, the lowest rate since the late 1970s. 13 

Improvements in the U.S. unemployment rate are partly attributed to the reduced 

U.S. labor force and are not fully explained by job growth. In light of these weak 

economic conditions, the Federal Reserve has maintained its federal funds rate of 

0.00 percent to 0.25 percent for overnight loans to banks in order to provide 

continued liquidity to the U.S. financial markets. 14 

As pages 2 and 3 of Schedule 1 of Exhibit No._(JSG-2) show, interest rates on 

longer-term public utility bonds have remained remarkably stable during the past 

three years. For the first eleven months of20 14, the average yield on A-rated public 

utility bonds was 4.31 percent and the average yield on Baa-rated public utility 

bonds was 4.81 percent. Credit spreads, which measure the incremental cost of 

corporate debt relative to U.S. Treasury bonds, have increased recently after 

declining slightly during the past three years with the average spread of A-rated 

utility bonds over 30-year U.S. Treasury bonds at 0.92 percent for the first eleven 

months of2014. Similarly, the average spread of Baa-rated utility bonds over 30-

year U.S. Treasury bonds was 1.42 percent in the first eleven months of2014. 

Blue Chip Economic Indicators, Vol. 39, No. 12, December 10,1014, at 2. 
ibid., at 3. 
U.S. Department of Labor, Bureau of Labor Statistics, News Release, September 5, 2014. 
U.S. Department of Labor, Bureau of Labor Statistics, civilian labor force participation rate, 16 
years and over, seasonally adjusted. 
Statement of the Federal Open Market Committee, December 17, 2014. 
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Investors also are influenced by both the historical and projected level of inflation. 

During the past decade, the Consumer Price Index has increased at an average 

annual rate of 2.4 percent and the GOP Implicit Price Deflator, a measure of price 

changes for all goods produced in the United States, has increased at an average 

rate of 2.1 percent. According to Blue Chip Economic Indicators, the Consumer 

Price Index is forecasted to increase by !.7 percent 15 and !.4 percent16 for 2014 and 

2015, respectively. Over the intermediate and longer-term, however, investors can 

expect higher inflation rates as the Federal Reserve's accommodative monetary 

policy, which began in 2008, places upward pressure on consumer and producer 

prices once economic growth retums to historical levels. According to Blue Chip 

Financial Forecasts, the projected yield on 30-year U.S. Treasury bonds from 2016 

to 2020 is 4.9 percent and from 2021 to 2025 it is 5.1 perccnt. 17 These interest rates 

are significantly higher than the current yield on the 30-year U.S. Treasury bond, 

suggesting that investors expect a substantial increase in inflationary pressure over 

the intermediate and long-term periods. 

How are current economic conditions reflected in the equity markets? 

Although corporate bond yields are lower than pre-crisis levels and credit spreads 

for public utility bonds have returned to pre-recession levels primarily due to 

Federal Reserve monetary policy, investors remain risk averse and inflation fears 

persist. The equity markets have recovered from the large stock market decline in 

2008 and 2009, but the Federal Reserve's massive purchases of federal debt and 

Blue Chip Economic Indicators, Vol. 39, No.9, December 10,2014, at 2. 
Ibid., at3. 
Blue Chip Financial Forecasts, Vol. 33, No.6, December I, 2014, at 14. 
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mortgage-backed securities have created miifieially low interest rates and a 

potential stock market valuation bubble that increases the risks in the equity market. 

3 C. Discounted Cash Flow Method 

4 Q14. Please describe the DCF method of estimating the cost of common eqnity 

5 capital. 

6 A 14. The DCF method reflects the assumption that the market price of a share of 

7 
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common stock represents the discounted present value of the stream of all future 

dividends that investors expect the firm to pay. The DCF method suggests that 

investors in common stocks expect to realize retums from two sources: a current 

dividend yield plus expected growth in the value of their shares as a result of future 

dividend increases. Estimating the cost of capital with the DCF method, therefore, 

is a matter of calculating the current dividend yield and estimating the long-term 

future growth rate in dividends that investors reasonably expect from a company. 

The dividend yield portion of the DCF method utilizes readily-available 

infonnation regarding stock prices and dividends. The market price of a finn's 

stock reflects investors' assessments of risks and potential earnings as well as their 

assessments of alternative opportunities in the competitive financial markets. By 

using the market price to calculate the dividend yield, the DCF method implicitly 

recognizes investors' market assessments and alternatives. However, the other 

component of the DCF formula, investors' expectations regarding the future long­

run growth rate of dividends, is not readily apparent from stock market data and 

must be estimated using infonnedjudgment. 
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What is the appropriate DCF formula to use in this proceeding? 

There can be many different versions of the basic DCF fmmula, depending on the 

assumptions that are most reasonable regarding the timing of ll1ture dividend 

payments. 1n my opinion, it is most appropriate to use a model that is based on the 

assumptions that dividends are paid quarterly and that the next annual dividend 

increase is a half year away. One version of this quarterly model assumes that the 

next dividend payment will be received in three months, or one quarter. This model 

multiplies the dividend yield by (1 + 0. 75g). Another version assumes that the next 

dividend payment will be received today. This model multiplies the dividend yield 

by (I + 0.5g). Since, on average, the next dividend payment is a half quarter away, 

the average of the results of these two models is a reasonable approximation of the 

average timing of dividends and dividend increases that investors can expect from 

companies that pay dividends quarterly. The average of these two quarterly 

dividend models is: 

Where: K= 

D0 (1 + 0.625g) 
K = +g p 

the cost of capital, or total return that investors expect to 
receive; 

P = the current market price of the stock; 

Do= the current annual dividend rate; and 

g = the future annual growth rate that investors expect. 

ln my opinion, this is the DCF model that is most appropriate for estimating the 

cost of common equity capital for companies that pay dividends quarterly, such as 

those used in my analysis. 

14 
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D. Flotation Cost Adjustment 

2 Q16. Does the investor return requirement that is estimated by a DCF analysis need 

3 to be adjusted for flotation costs in order to estimate the cost of capital? 

4 Al6. Yes. There are significant costs associated with issuing new common equity 
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capital, and these costs must be considered in detem1ining the cost of capital. 

Schedule 2 of Exhibit No._(JSG-2) shows a representative sample of flotation 

costs incurred with 50 new common stock issues by natural gas distribution 

companies from January 2000 to November 2014. Flotation costs associated with 

these new issues averaged 3.90 percent. 

This indicates that in order to be able to issue new common stock on reasonable 

terms, without diluting the value of the existing stockholders' investment, 

Montana-Dakota must have an expected return that places a value on its equity that 

is approximately 4.0 percent above book value. The cost of common equity capital 

is therefore the investor return requirement multiplied by 1.04. 

One purpose of a tlotation cost adjustment is to compensate common equity 

investors for past flotation costs by recognizing that their real investment in the 

company exceeds the equity portion of the rate base by the amount of past flotation 

costs. For example, the proxy companies generally have incurred flotation costs in 

the past and, thus, the cost of capital invested in these companies is the investor 

return requirement plus an adjustment for tlotation costs. A more important 

purpose of a flotation cost adjustment is to establish a return that is sufficient to 

enable a company to attract capital on reasonable terms. This fundamental 

15 
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requirement of a fair rate of return is analogous to the well-understood basic 

2 principle that a tinn, or an individual, should maintain a good credit rating even 

0 
J when they do not expect to be borrowing money in the near future. Regardless of 

4 whether a company can confidently predict its need to issue new common stock 

5 several years in advance, it should be in a position to do so on reasonable terms at 

6 all times without dilution of the book value of the existing investors' common 

7 equity. This requires that the flotation cost adjustment be applied to the entire 

8 common equity investment and not just a portion of it. 

9 E. DCF Study of Natural Gas Utility Companies 

10 Q17. Would you please describe the overall approach used in your DCF analysis of 

1 1 Montana-Dakota's cost of common equity for its North Dakota natural gas 

12 distribution ope1·ations? 

13 Al7. Because Montana-Dakota's North Dakota natural gas distribution business must 

14 compete for capital with many other potential projects and investments, it is 

15 essential that it have an allowed return that matches returns potentially available 

16 from other similarly risky investments. The DCF method provides a good measme 

17 of the returns required by investors in the tinancial markets. However, the DCF 

18 method requires a market price of common stock to compute the dividend yield 

19 component. Since Montana-Dakota is a division of MDU Resources and does not 

20 have publicly-traded common stock, a direct, market-based DCF analysis of 

21 Montana-Dakota's North Dakota natural gas distribution operations as a stand-

22 alone company is not possible. As an alternative, I have used a group of natural 

23 gas distribution companies that have publicly-traded common stock as a proxy 

16 
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group for purposes of estimating the cost of common equity for Montana-Dakota's 

North Dakota natural gas distribution operations. 

Q18. How did you select a group of natural gas distribution proxy companies? 

Al8. 1 started with the eleven companies that The Value Line Investment Survey ("Value 

Line") classifies as Natural Gas Utilities to ensure that the companies are 

considered to be primarily engaged in the natural gas distribution business and that 

retention growth rate projections are available. From that group, I eliminated any 

companies that did not have investment-grade credit ratings from either Standard 

& Poor's ("S&P") or Moody's Investors Service ("Moody's") because such 

companies are not sufticiently comparable in terms of business and financial risk 

to Montana-Dakota. In addition, I excluded any companies that did not pay 

dividends or that did not have future growth rate estimates provided by both Value 

Line and Zacks Investment Research ("Zacks"). 18 Next, I excluded any companies 

that are party to a transformative transaction which could have transitory effects on 

a company's market valuation. In order to ensure that the companies are primarily 

engaged in the natural gas distribution business, I eliminated any companies that 

did not derive at least 70 percent of their operating income from regulated natural 

gas distribution operations in 2013, or that did not have at least 70 percent of their 

total assets devoted to the provision of natural gas distribution service in 2013. As 

shown on page 1 of Schedule 3 of Exhibit No._(.JSG-2), nine companies met 

these criteria for inclusion in the proxy group. 

1 ~ Zacks is a service that collects earnings growth estimates from professional investment analysts 
and publishes a summary of the consensus forecasts. 
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Q19. How did you calculate the dividend yields for the companies in your proxy 

2 group? 

3 Al9. These calculations are shown on pages I and 2 of Schedule 4 of Exhibit 
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Q20. 

A20. 

No._(JSG-2). For the price component of the calculation, I used the average of 

the high and low stock prices for each month during the six-month period from June 

2014 through November 2014. The average monthly dividend yields were 

calculated for each company by dividing the prevailing annualized dividend for the 

period by the average of the stock prices for each month. These dividend yields 

were then multiplied by the quarterly DCF model factor (1 + 0.625g) to an·ive at 

the projected dividend yield component of the DCF model. 

Please describe the method you used to estimate the future growth rate that 

investors expect from this group of companies. 

I developed three different DCF analyses of the proxy companies based on three 

different growth rate estimation methods. There are many methods that reasonably 

can be employed in fonnulating a growth rate estimate, but an analyst must attempt 

to ensure that the end result is an estimate that fairly reflects the forward-looking 

growth rate that investors expect. 

In the first approach, I calculated retention growth (also known as "sustainable 

growth") forecasts from Value Line forecasts of dividends, earnings, and returns 

on equity to derive the DCF rate of return estimate. As a second approach, I 

conducted a Basic DCF analysis that relied on analysts' earnings forecasts for the 

growth rate component of the model. My third approach used a combination ofthe 

18 
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Value Line retention growth forecasts and analysts' earnings growth projections to 

2 produce a Blended Growth Rate Analysis. 

' F. J Retention Growth Analysis 

4 Q21. What approach did you use in calculating the long-term growth •·ate in your 

5 Retention Growth DCF analysis? 

6 A21. In the Retention Growth DCF analysis, the long-term growth rate component is 

7 based on the calculation of retention growth rates using Value Line forecasts for 

8 each company. This Retention Growth DCF analysis better reflects investors' 

9 inflation expectations and the real requirements for long-tenn investments in plant 

10 under current market conditions. 

II Q22. Please describe the Retention Growth rate component of your analysis. 

12 A22. I have rei ied upon Value Line projections of the retention growth rates that the 

13 proxy companies are expected to begin maintaining three to five years in the future. 

14 Although companies may experience extended periods of growth for other reasons, 

15 in the long-run, growth in earnings and dividends per share depends in part on the 

16 amount of earnings that is being retained and reinvested in a company. Thus, the 

17 primary determinants of growth for the proxy companies will be (i) their ability to 

18 find and develop profitable opportunities; (ii) their ability to generate profits that 

19 can be reinvested in order to sustain growth; and, (iii) their willingness and 

20 inclination to reinvest available protits. Expected future retention rates provide a 

21 general measure of these determinants of expected growth, particularly items (ii) 

22 and (iii). 
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How can a company's earnings retention rate affect its future growth? 

Retention of earnings causes an increase in the book value per share and, other 

factors being equal, increases the amount of earnings that is generated per share of 

common stock. The retention growth rate can be estimated by multiplying the 

expected retention rate (b) by the rate of return on common equity (r) that a 

company is expected to earn in the future. For example, a company that is expected 

to earn a return of 12 percent and retain 75 percent of its earnings might be expected 

to have a growth rate of9 percent, computed as follows: 

0.75 X J2% = 9% 

On the other hand, another company that is also expected to earn 12 percent but 

only retains 25 percent of its earnings might be expected to have a growth rate of 

3.0 percent, computed as follows: 

0.25 X /2% = 3% 

Thus, the rate of growth in a firm's book value per share is primarily determined 

by the level of earnings and the proportion of earnings retained in the company. 

16 Q24. How did you calculate the expected future retention rates of the proxy 

17 companies? 

18 A24. For most companies, Value Line publishes forecasts of data that can be used to 

19 

20 

21 

estimate the retention rates that its analysts expect individual companies to have 

three to five years in the future. Since these retention rates are projected to occur 

several years in the future, they should be indicative of a normal expectation for a 

20 
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primary underlying determinant of growth that would be sustainable indefinitely 

2 beyond the period covered by analysts' forecasts. While companies may have 

0 
~ either accelerating or decelerating growth rates for extended periods of time, the 

4 retention growth rates expected to be in effect three to five years in the future 

5 generally represent a minimum "cruising speed" that companies can be expected to 

6 maintain indefinitely. The derivation of Value Line's retention growth rate 

7 forecasts for each of the proxy companies is shown on page 3 of Schedule 4 of 

8 Exhibit No._(JSG-2). The projected earnings per share and projected dividends 

9 per share can be used to calculate the percentage of eamings per share that is being 

10 retained and reinvested in the company. This earnings retention rate is multiplied 

I I by the projected return on common equity to arrive at the projected retention growth 

12 rate. The average retention growth rate for the proxy companies is 5.05 percent. 

13 Q25. How did you calculate the cost of capital using the Retention Growth DCF 

14 analysis? 

15 A25. These calculations are shown on page 5 of Schedule 4 of Exhibit No._(.JSG-2). 

16 Again, the annual dividend yield is multiplied by the quarterly dividend adjttstment 

17 factor (I + 0.625g) and this product is added to the growth rate estimate to arrive 

18 at the investor-required return. Then, the investor return requirement is multiplied 

19 by the flotation cost adjustment factor, 1.04, to arrive at the Retention Growth DCF 

20 estimate of the cost of common equity capital for the proxy companies. The 

21 Retention Growth DCF analysis indicates a cost of common equity for the proxy 

22 companies in a range ti·mn 7.83 percent to I 0.53 percent. In this analysis, the 

23 median for the group is 9.12 percent and the third quartile is 9.51 percent. 
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G. Basic DCF Analysis 

2 Q26. How did you estimate the expected future growth rate in your Basic DCF 
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Q27. 

A27. 

analysis? 

In my Basic DCF analysis, I have estimated expected future growth based on long­

term earnings per share growth rate forecasts of investment analysts, which are an 

important source of information regarding investors' growth rate expectations. 

This Basic DCF analysis assumes that the analysts' earnings growth forecasts 

incorporate all information required to estimate a long-term expected growth rate 

for a company. 1 have used consensus estimates of earnings growth forecasts 

published by Zacks as the primary source for analysts' forecasts in my calculations. 

As shown on page 4 of Schedule 4 of Exhibit No._(JSG-2), the average of the 

analysts' long-term earnings growth rate estimates for the natural gas distribution 

proxy companies is 5.12 percent. 

How did you calculate the cost of capital using the Basic DCF analysis? 

These calculations are shown on page 6 of Schedule 4 of Exhibit No._(JSG-2). 

Again, the annual dividend yield is multiplied by the quarterly dividend adjustment 

factor (I + 0.625g) and this product is added to the growth rate estimate to arrive 

at the investor-required return. Then, the investor return requirement is multiplied 

by the natation cost adjustment factor, 1.04, to arrive at the Basic DCF estimate of 

the cost of common equity capital for the proxy companies. The Basic DCF 

analysis indicates a cost of common equity for the proxy companies in a range fi·om 

7.60 percent to 10.48 percent. In this analysis, the median for the group is 8.99 

percent and the third quartile is 9.84 percent. 
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H. Blended Growth Rate Analysis 

2 Q28. How did you use your Blended Growth Rate Analysis to estimate investors' 

1 
0 long-term growth rate expectations for the proxy companies? 

4 A28. The Blended Growth Rate approach combines: (i) Value Line retention growth 

5 forecasts; and (ii) estimates of long-term earnings growth for each company that 

6 are published by various investment analysts. 

7 Q29. How did you utilize the analysts' pmjected earnings growth rates and the 

8 projected earnings retention gmwth rates in estimating expected growth for 

9 the proxy companies in the Blended Growth Rate Analysis? 

10 A29. As shown on page 4 of Schedule 4 of Exhibit No._(JSG-2), l calculated a 

II weighted average of the analysts' projected earnings growth rates and the projected 

12 retention growth rates to derive long-term growth rate estimates for each of the 

13 proxy companies. In these calculations, I gave a one-half weighting to the analysts' 

14 earnings growth rate projections and one-half weighting to the projected retention 

15 growth rates. The average of the blended growth rates for the proxy companies is 

16 5.09 percent and the median is 4.94 percent. 

17 Q30. How did you utilize these Blended Growth Rate estimates in estimating the 

18 return on common equity capital that investors require from the proxy 

19 companies? 

20 A30. These calculations are shown on page 7 of Schedule 4 of Exhibit No._(JSG-2). 

21 Again, the annual dividend yield for each company is multiplied by the quarterly 

22 dividend adjustment factor (1 + 0.625g), and this product is added to the growth 
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rate estimate to arrive at the investor-required return. Finally, the investor return 

requirement is multiplied by the flotation cost adjustment factor, 1.04, to arrive at 

the cost of common equity capital for the proxy companies. This Blended Growth 

Rate Analysis indicates that the cost of common equity capital for the natural gas 

distribution proxy companies is in a range between 8.24 percent and 10.18 percent. 

In this analysis, the median for the group is 9.00 percent and the third quartile is 

9.15 percent. 

8 I. Risk Premium Analysis 

9 Q31. Have you conducted additional analyses in determining the cost of equity 

10 capital for Montana-Dakota? 

II A31. Yes. The risk premium approach provides a general guideline for determining the 
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level of retums that investors expect from an investment in common stocks. 

Investments in the common stocks of companies carry considerably greater risk 

than investments in bonds of those companies since common stockholders receive 

only the residual income that is left after the bondholders have been paid. In 

addition, in the event of bankruptcy or liquidation of the company, the 

stockholders' claims on the assets of a company are subordinate to the claims of 

bondholders. This priority standing provides bondholders with greater assurances 

that they will receive the return on investment that they expect and that they will 

receive a return of their investment when the bonds mature. Accompanying the 

greater risk associated with common stocks is a requirement by investors that they 

can expect to earn, on average, a return that is greater than the return they could 

earn by investing in less risky bonds. Thus, the risk premium approach estimates 
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the return investors require ii·om common stocks by utilizing current market 

information that is readily available in bond yields and adding to those yields a 

premium for the added risk of investing in common stocks. 

Investors' expectations for the iuture are int1uenced to a large extent by their 

knowledge of past experience. Ibbotson Associates annually publishes extensive 

data regarding the returns that have been earned on stocks, bonds and U.S. Treasury 

bills since 1926. Historically, the annual return on large company common stocks 

has exceeded the return on long-term corporate bonds by a premium of 5 80 basis 

points (5.8 percent) per year ti·om 1926-2013. 19 When this premium is added to the 

average yield on Moody's corporate bonds for the period from .June 2014 through 

November 2014 of 4.33 percent,10 the result is an investor return requirement for 

large company stocks of approximately 10.13 percent. However, investors in 

smaller companies expect higher returns over the long-term, due to the additional 

business and financial risks that smaller companies face. According to Ibbotson 

Associates, companies in the same size range as Montana-Dakota's North Dakota 

natural gas distribution operations have had a premium of 1,420 basis points (14.6 

percent) over the average return on long-tetm corporate bonds 21 When added to 

the recent average corporate bond yield, this size-related premium suggests an 

expected return of 18.53 percent. This analysis indicates that the rate ofretum that 

Ibbotson SBBI 2014 Classic Yearbook, at 91. Calculation: (I 2. I percent- 6.3 percent= 5.8 
percent) 
Exhibit No._(JSG-2), Schedule I, at 3. 
Ibbotson SBBI 20I4 Classic Yearbook, at 91 and 100. Calculation: (20.9 percent- 6.3 percent= 
14.6 percent) 
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I am proposing 111 this proceeding would be low relative to the historic risk 

2 premiums earned by similarly-sized unregulated companies. 

0 .1. J Market DCF Analysis 

4 Q32. What other analysis did you conduct in determining the cost of equity capital 

5 for Montana-Dakota? 

6 A32. For an additional benchmark of the reasonableness of my DCF results, I calculated 

7 the current required return for the companies contained in the S&P 500. Using data 

8 provided by the Bloomberg Professional service, I performed a market 

9 capitalization-weighted DCF calculation on the S&P 500 companies based on the 

10 current dividend yields and long-term growth rate estimates as of November 30, 

11 2014. These calculations are shown in Schedule 5 of Exhibit No._(JSG-2). The 

12 current secondary market required ROE for the S&P 500 is 12.72 percent. This 

13 analysis indicates that the rate of return that I am proposing in this proceeding is 

14 low relative to the return required by investors who invest in the S&P 500. 

15 K. Relative Risk Analysis 

16 Q33. Have you compared the risks faced by Montana-Dakota's North Dakota 

17 natural gas distribution operations with the 1·isks faced by the prm:y group of 

18 companies? 

19 A33. Yes. There are four broad categories of risk that concern investors. These include: 

20 1. Business Risk; 
21 2. Regulatory Risk; 
22 3. Financial Risk; and, 
23 4. Market Risk. 
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Q34. Please describe the business risks inherent in the natural gas distribution 

2 industry. 

" A34. ~ Business risk refers to the ability of the firm to generate revenues that exceed its 

4 cost of operations. Business risk exists because forecasts of both demand and costs 

5 are inherently uncertain. Markets change and the level of demand for the firm's 

6 output may be sufficient to cover its costs at one time and later become insufficient. 

7 Sunk investments in long-lived natural gas distribution assets, for which cost 

8 recovery occurs over a period of thirty years or more, are subject to enormous 

9 uncertainties and risks that demand, costs, supply, and competition may change in 

10 ways that adversely affect the value of the investment. 

II Q35. What are some of the business risks faced by Montana-Dakota's North Dakota 

12 natural gas distribution operations? 

13 A35. The Company's natural gas distribution operations in North Dakota face many of 

14 the same business risks that are associated with other natural gas distribution 

15 companies. However, Montana-Dakota's North Dakota natural gas distribution 

16 operations face some particular risks that distinguish the Company from the proxy 

17 group of distribution companies, including being substantially smaller than the 

18 proxy group companies and providing service in a territory with a relatively 

19 undiversified local economy that is heavily dependent on natural resources 

20 extraction. In particular, the oil and natural gas production industry in North 

21 Dakota has expanded rapidly in recent years. While this growth has had a positive 

22 effect on the North Dakota economy, the oil and gas industry historically has been 

7" 
-~ prone to boom-and-bust cycles that pose greater potential risks to other businesses 
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operating in those local economies that depend heavily on the oil and gas industry. 

As shown on page I of Schedule 3 of Exhibit No. (.TSG-2), Montana-Dakota's 

North Dakota natural gas distribution operations are considerably smaller than the 

operations of any of the proxy companies and a small fraction of the size of the 

typical proxy company. For example, the total assets of Montana-Dakota's North 

Dakota natural gas distribution operations are equal to only 1.58 percent of the total 

assets of the median proxy company. Similarly, Montana-Dakota's North Dakota 

natural gas distribution operating revenues and operating income are only 5.68 

percent and 2.26 percent of the level for the median proxy company, respectively. 

Thus, depending upon the measure of size, the typical proxy company is 

somewhere between 18 and 63 times the size of Montana-Dakota's North Dakota 

natural gas distribution operations. The Company's smaller size has significant 

implications for business risks. Ibbotson Associates has documented the 

significantly higher returns that generally have been associated with small 

companies. 

Montana-Dakota's relatively small natural gas distribution operations in North 

Dakota are heavily dependent upon a relatively undiversified local economy. With 

its small revenue base, Montana-Dakota's North Dakota natural gas distribution 

operations are subject to slightly greater risk that a major employer or industry, 

such as oil and gas production or coal mining, might experience a downturn that 

would significantly affect demand for natural gas distribution in the service 

territory. 
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In order to mitigate the high business risks currently associated with an expected 

decline in oil and gas drilling activity in the next few years, and to increase the 

likelihood of recovering its fixed costs from customers, Montana-Dakota is 

proposing to implement a Rate Stabilization Mechanism applicable to its North 

Dakota gas operations for a five year period starting in 2016. As discussed in more 

detail in the Direct Testimony of Montana-Dakota witness Nicole A. Kivisto, a Rate 

Stabilization Mechanism is a fonn of revenue decoupling that severs the link 

between tixed cost recovery and variations in customer billing units. If approved, 

the Rate Stabilization Mechanism will provide an annual review of actual results 

and the resulting return on equity as compared to the return on equity authorized in 

this rate case. For purposes of my recommended rate of return in this proceeding, 

I have assumed that the Company's Rate Stabilization Mechanism proposal will be 

approved. Because I have estimated the required rate of return on common equity 

for Montana-Dakota's North Dakota natural gas distribution operations using a 

proxy group of natural gas distribution companies, the business risks faced by 

Montana-Dakota's Nmth Dakota natural gas distribution operations cannot be 

analyzed in isolation, but rather must be analyzed relative to the proxy group 

compames. In particular, I reviewed the tariffs of each of the operating utilities 

owned by the proxy group companies to determine whether the utility has 

implemented a revenue decoupling mechanism or a rate stabilization mechanism. 

As shown on Schedule 6 of Exhibit No. (JSG-2), 62.6 percent of the customers 

served by the proxy companies are located in jurisdictions that have revenue 

decoupling mechanisms that allow their rate designs to reilect the fixed cost nature 
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of their operations, similar to Montana-Dakota's proposal for its Notth Dakota 

natural gas distribution operations. Therefore, if Montana-Dakota's request to 

implement a Rate Stabilization Mechanism in North Dakota is approved, all else 

being equal, the Company will not be less risky than the proxy group companies 

and no adjustment to the required rate of retum on common equity is necessary 

unless the proposed rate design is rejected. 

In summary, given the Company's smaller size and the characteristics of the local 

economy, Montana-Dakota's North Dakota natural gas distribution operations are 

riskier than the operations of the proxy companies and require a return that is more 

than 100 basis points higher than the t·eturn required for the typical proxy company. 

11 Q36. What a1·e the regulatory risks faced by Montana-Dakota's North Dakota 

12 natural gas utility operations? 

13 A36. Regulatory risk is closely related to business risk and might be considered just 
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another aspect of business risk. To the extent that the market demand for a natural 

gas distribution company's services is sufficiently strong that the company could 

conceivably recover all of its costs, regulators may nevertheless set the rates at a 

level that will not allow for full cost recovery. In effect, the binding constraint on 

natural gas distribution companies is often posed by regulation rather than by the 

working of market forces. One purpose of regulation is to provide a substitute for 

competition where markets are not workably competitive. As such, regulation often 

attempts to replicate the type of cost discipline and risks that might typically be 

found in highly competitive industries. 
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Moreover, there is the perceived risk that regulators may set allowed returns so low 

as to effectively undennine investor confidence and jeopardize the ability of natural 

gas distribution companies to finance their operations. Thus, in some instances, 

regulation may substitute for competition and in other instances it may limit the 

potential returns available to successful competito1·s. In either case, regulatory risk 

is an important consideration for investors and has a significant effect on the cost 

of capital for all firms in the natural gas distribution industry. 

The regulatory environment can significantly affect both the access to, and cost of 

capital in several ways. As noted by Moody's, "[f]or rate-regulated utilities, which 

typically operate as a monopoly, the regulatory environment and how the utility 

adapts to that environment are the most important credit considerations."21 

Moody's further noted that: 

Utility rates are set in a political/regulatory process rather than a 
competitive or free-market process; thus, the Regulatory Framework 
is a key determinant of the success of utility. The Regulatory 
Framework has many components: the goveming body and the 
utility legislation or decrees it enacts, the manner in which 
regulators are appointed or elected, the rules and procedures 
promulgated by those regulators, the judiciary that interprets the 
Jaws and rules and that arbitrates disagreements, and the manner in 
which the utility manages the political and regulatory process. In 
many cases, utilities have experienced credit stress or default 
primarily or at least secondarily because of a break-down or obstacle 
in the Regulatory Framework - for instance, laws that prohibited 
regulators from including investments in uncompleted power plants 
or plants not deemed "used and useful" in rates, or a disagreement 
about rate-making that could not be resolved until after the utility 
had defaulted on its debts.23 

Moody's Investors Service, Regulated 1::/ectric and Gas Utilities, December 23, 2013, at 9. 
Ibid. 
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Regulatory Research Associates assigns a rating of Average I I to the North Dakota 

Public Service Commission, its fifth highest rating.24 This rating suggests average 

regulatory risk for Montana-Dakota's North Dakota natural gas distribution 

operations. 

Would you please describe Montana-Dakota's relative financial risks? 

Financial risk exists to the extent that a company incurs fixed obligations 111 

financing its operations. These fixed obligations increase the level of income which 

must be generated before common stockholders receive any return and serve to 

magnify the effects of business and regulatory risks. Fixed financial obligations 

also increase the probability of bankruptcy by reducing the company's financial 

flexibility and ability to respond to adverse circumstances. One possible indicator 

of investors' perceptions of relative financial risk in this case might be obtained 

from credit ratings. Because Montana-Dakota, as a division of MDU Resources, 

does not have its own bonds outstanding, it is difficult to make direct comparisons 

between the ratings of Montana-Dakota and the proxy group. However, page 2 of 

Schedule 3 of Exhibit No. (.JSG-2) shows the credit ratings assigned by S&P and 

Moody's to each of the companies in the comparison group and MDU Resources. 

The median S&P credit rating for companies 111 the proxy group is A-. By 

comparison, MDU Resources' long-term rating from S&P is BBB+. This suggests 

that the perceived business and financial risk of MDU Resources' bonds is slightly 

higher than that of the typical company in the comparison group. 

Regulatory Research Associates, North Dakota Regulatory Review, September 12,2014. 
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The capital structure data on Schedule 7 of Exhibit No. (JSG-2) show that 

Montana-Dakota's filed common equity ratio of 49.52 percent is fairly close to the 

46.89 percent median for the proxy companies as of September 30, 2014. This 

slightly above average common equity ratio, which is offset somewhat by the 

Company's below-average credit rating, suggests average financial risk for 

Montana-Dakota's North Dakota natural gas distribution operations. 

Would you please describe Montana-Dakota's market risks? 

Market risk is associated with the changing value of all investments because of 

business cycles, inflation, and fluctuations in the general cost of capital throughout 

the economy. Different companies are subject to different degrees of market risk 

largely as a result of differences in their business and financial risks. Overall, the 

market risk of Montana-Dakota's North Dakota natural gas distribution business is 

comparable to that of the companies in the natural gas distribution comparison 

group. 

How do the overall risks of the proxy companies compare with the risks faced 

by Montana-Dakota's North Dakota natural gas distribution operations? 

Montana-Dakota's North Dakota natural gas distribution operations face overall 

risks that are near the top of the range relative to those of the proxy companies. 

Although it has financial risks that are average relative to the proxy companies, 

Montana-Dakota's North Dakota natural gas distribution operations have business 

risks that are above average. In addition to its exceptionally small size relative to 

the proxy companies and its exposure to a relatively undiversified local economy 

that is heavily dependent on volatile natural resources production, Montana-
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Dakota's North Dakota natural gas distribution operations are faced with elevated 

2 capital expenditures to accommodate customer growth and to support system 

3 reliability. These considerations lead me to conclude that investors appraise the 

4 overall risks of Montana-Dakota's North Dakota natural gas distribution operations 

5 to be above average relative to those of the proxy companies. Consequently, 

6 Montana-Dakota's North Dakota natural gas distribution business requires an 

7 allowed rate of return that is at the high end of the range for the companies in the 

8 proxy group indicated by my DCF analyses. 

9 III. SUMMARY AND CONCLUSIONS 

10 Q40. Please summarize the results of your cost of capital study. 

11 A40. I conducted three DCF analyses on a group of natural gas distribution companies 

12 that have a range of risks that is roughly comparable to those of Montana-Dakota's 

13 North Dakota natural gas distribution operations. These results are summarized as 

14 follows: 

15 Table 2: Summary of DCF Results 

Retention Blended 
Growth Growth 

DCF Basic DCF Rate DCF 
Analysis Analysis Analysis 

High 10.53% 10.48% 10.18% 
3'd Quartile 9.51% 9.84% 9.15% 
Median 9.12% 8.99% 9.00% 
I" Quartile 8.13% 8.53% 8.76% 
Low 7.83% 7.60% 8.24% 

16 

34 



Exhibit No. (JSG-1) 

In addition, I conducted two risk premium analyses and a market DCF analysis of 

2 the S&P 500 to test the reasonableness of my DCF analyses. Those results are 

3 summarized as follows: 

4 Table 3: Benchmark Risk Premium and Market DCF Analyses 

Return 
Risk Premium (Long-Term Corporate 
Bonds) 

vs. Large Company Stocks I 0.13% 
vs. Small Company Stocks 18.53% 

Market DCF (S&P 500) 12.72% 

5 

6 My risk premium and market DCF analyses suggest that the DCF results generally 

7 are low relative to current market benchmarks. In particular, all of the DCF return 

8 estimates are considerably below the 18.53 percent risk premium return benchmark 

9 for companies in Montana-Dakota's relative size range. Similarly, the DCF 

10 estimates for the natural gas distribution proxy companies are well below the 12.72 

11 percent market DCF estimate for the S&P 500 companies. 

12 Q41. What rate of return on common equity do you recommend for Montana-

13 Dakota's North Dakota natural gas distribution operations iu this proceeding? 

14 A41. My analyses indicate that an appropriate rate of return on common equity for 

15 Montana-Dakota's North Dakota natural gas distribution operations at this time is 

16 I 0.00 percent, which is above the median, but below the top of the range for my 

17 three DCF analyses. This recommended return reflects my assessment that the 

18 overall risks ofMontana-Dakota's North Dakota natural gas distribution operations 

19 are near the top of the range relative to those of the proxy companies. Although 

35 
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the Company has financial risks that are average relative to the proxy companies, 

it has business risks that are well above average. In addition to its exceptionally 

small size relative to the proxy companies and its exposure to a relatively 

undiversified local economy, Montana-Dakota's North Dakota natural gas 

distribution operations are faced with elevated capital expenditures to 

accommodate customer growth and to support system reliability. Thus, my 

recommended return is appropriately positioned to reflect the risks faced by 

Montana-Dakota's North Dakota natural gas distribution operations relative to the 

risks faced by the proxy companies. 

I 0 Q42. Does this conclude your Prepared Direct Testimony? 

II A42. Yes. 
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Montana-Dakota Utilities Co. 

[1] 

General Economic Statistics 
1983-2013 

[2] [3] 

PerccntU,~,;jC Price Changes 
Consumer GOP Real 

Price Implicit Price GDP 
Year Index Della tor Growth 

1983 3.21% 3.91% "!.fil}ll 

1984 4 .J'Yu 3.5% 7.3% 
1985 3.61% 3.2% 4 .2i}l, 
1986 1.91% 2.0% 3.5% 
1987 3.6 1~'(, 2.6% 3.5% 
1988 -Ll% 3 _51~.(1 4.2% 
1989 4.X% 3.9 1~';1 3.71% 
1990 5..J.'Yo 3.7% 1.9% 
1991 4.2% 3.3% ·0.1'% 
1992 3.0'~'0 2.Y% 3.6%J 

1993 ],()1% lA%1 2.71;;;, 

1994 2.6%) 2.1% .;.!_{)% 

1995 2.8'!'0 2. Jl% 2.7% 
1996 3.0%. 1.8 1~;0 3.8% 
1997 2.3'% 1.7% -l.5%. 
1998 1.61/(, 1.1% 4.5% 

1999 2.2% IS~';, 4.7'% 

2000 3.4'~~~ :u'~·o 4.1% 
200[ 2.8~~~ 2.3%r 1.0% 
2002 1.6% IS% 1.8% 
2003 2.3% 2.0% 2.8% 

2004 2.7%r 2.7% 3.8'% 
2005 3 ,411,'(, .. 10/ 

.1.-10 3.31% 
2006 3.2% 3.1'% 2.7% 
2007 2.S~~;, 2.7% U!% 

2008 3.8% 2.0% -0.3%r 
2009 -OA% 0.8% -2.8% 

2010 1.6'!•1r 1.2%r 2.5~/0 

2011 3.2% 2.1%r 1.6'}1, 

2012 2.]0,), 1.1:!'~,-o ') "0' 
-··' /u 

2013 1.5% 1.5% 2.2%. 

Averase Rate of Change [6']: 
1984-2013 2.9% 2.3'% 2.9% 
1994-2013 2.40,~, 2.0% 2.6% 

2004-2013 2.4% 2.1'% 1.7% 

Notes: 
[1] u.s. Department of Labor, Bureau of Labor Statistics; 

141 

Nominal 
GOP 

($billions) 

3,638.1 
4,0·10.7 
4,3'-16.7 
4,590.2 
4,870.2 
5,252.6 
5,657.7 
5,979.6 
6,174.0 
6.539.3 
6,878.7 
7,308.8 
7,664.1 
8,100.2 
S.fi08.5 
9,08l.l.2 
9,660.6 

10.284.8 
!0,621.8 
10,977.5 
11.5 10.7 
12,274.lJ 
13.()93.7 
13,855.9 
14,477.6 
14.718.6 
14,418.7 
14,964A 
15,517.9 
16.163.2 
16,76/.U 

5.2% 
4.6% 
J.so;;, 

U.S. city average, all urban consumers, all items, not seasonally adjusted 

[21 u.s. Department of Commerce, Bureau of Economic Am1\ysis, 

[5] 

Nominal 
GOP 

Growth 

1\.l% 
7.6% 
5.6% 
6.1'% 
7.91% 
7.7% 
5.7% 
3.3% 
5.9% 
5.2~11 

6.3% 
4.91Yu 
5.7% 
6.3% 
5.6% 
6.3% 
6.5% 
3.3% 
3.3')/o 

4.9% 
6.6% 
6.7')/o 

5.8% 
4.5% 
1.7% 

-2.0% 
3.8% 
3.7% 
4.2'% 
3.7% 

5.2'Yu 
4.6% 
3.9%, 

National income and Product Accounts Tables. Table 1.1.9, Revised on August 28, 2014 
[3] U.S. Department of Commerce, Bureau of Economic Analysis, 

National Income and Product Accounts Tables, Table I. L1, Revised on August 28, 2014 
[4] U.S. Department of Commen::e, Bureau of Economic Analysis, 

National Income and Product Accounts Tables, Table 1.1.5, Revised on August 28, 2014 

]5] Equals annual percent change of Column l4] 
[6] Nominal GDP growth rates bused on geometric average rate of change 
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Montana-Dakota Utilities Co. 

Bond Yield Averages 
Janum:v 2010- November 2014 

[I] [2] [3 J [41 [5] [6] 

30-year 
U.S. 

Treasury Average Public Utility Bonds Credit Sereads 
Bond Coreorate A-Rated Baa-Rated A-Rated Baa-Rated 

2010 JAN 4.60 5.76 5.77 6.16 1.17 1.55 
FEB 4.62 5.86 5.87 6.25 1.25 1.63 
MAR 4.64 5.81 5.84 6.22 1.20 !.58 
APR 4.69 5.80 5.81 6.19 1.12 1.49 
MAY 4.29 5.52 5.50 5.97 1.21 1.68 
.TUN 4.13 5.51 5.46 6.18 1.34 2.05 
JUL 3.99 5.32 5.26 5.9~ 1.26 1.98 
AUG 3.80 5.05 5.0 I 5.55 1.20 1.74 
SEP 3.77 5.05 5.0 I 5.53 1.24 1.76 
OCT 3.87 5.15 5.10 5.62 1.23 1.75 
NOV 4.19 5.37 5.37 5.H5 1.18 1.67 
DEC 4.42 5.55 5.56 6.04 1.14 1.62 

2011 JAN ·1.52 5.56 5.57 6.06 1.05 1.54 
FEB 4.65 5.66 5.68 6.10 1.03 1.45 
MAR 4.51 5.55 5.56 5.97 1.05 1.46 
APR 4.50 5.56 5.55 5.98 1.05 1.48 
MAY 4.29 5.33 5.32 5.74 1.03 1.45 

.TUN 4.23 5.30 5.26 5.67 1.03 1.44 

.IUL 4.27 5.30 5.27 5.70 0.99 1.43 
AUG 3.65 4.79 4.69 5.22 1.04 1.57 
SEP 3.18 4.60 4.48 5.11 1.30 1.93 
OCT 3.13 4.60 4.52 5.24 1.39 2.11 

NOV 3.02 4.39 4.25 4.93 1.23 1.92 
DloC 2.98 4.47 4.33 5.07 1.35 2.09 

2012 .IAN 3.03 4.45 4.34 5.06 1.31 2.04 

FEB 3 .II 4.42 4.36 5.02 1.25 1.91 

MAR 3.2X 4.54 4.48 5.13 1.20 1.85 
APR 3.18 4.49 4.40 5.11 1.21 1.93 

MAY 2.93 4.33 4.20 4.97 1.27 2.03 

.TUN 2. 70 4.22 4.08 4.91 1.38 2.21 

JUL 2.59 4.03 3.93 4.85 1.34 2.26 

AUG 2.77 4.09 4.00 4.88 1.23 2.11 

SEP 2.88 4.09 4.02 4.81 1.14 1.93 

OCT 2.90 3.97 3.91 4.54 1.01 1.64 

NOV 2.80 3.92 3.84 4.42 1.03 1.61 

DEC 2.88 4.05 4.00 4.56 1.12 1.67 



Montana-Dakota Utilities Co. 

Bond Yield Averages 
JanliGJ)l 2010- November 2014 

[I] [2] [3] [4] 

30-ycar 

u.s. 
Treasury Average Public Utility Bonds 

Bond Corporate A-Rated Baa-Rated 

2013 JAN 3.0X 4.19 4.15 4.66 

FEB 3.17 4.27 4.18 4.74 

MAR 3.16 4.29 4.20 4.72 

APR 2.93 4.07 4.00 4.49 

MAY 3. l I 4.23 4.17 4.65 

.I UN 3.40 4.63 4.53 5.08 

JUL 3.6 J 4.76 4.68 5.21 

AUG 3.76 4.89 4.73 5.28 

SEP 3.79 4.95 4.80 5.31 

OCT 3.68 4.82 4.70 5. J 7 

NOV 3.80 4.91 4.77 5.24 

DEC 3.89 4.92 4.81 5.25 

2014 JAN 3.77 4.76 4.63 5.09 

FEB 3.66 4.68 4.53 5.01 

MAR 3.62 4.65 4.51 5.00 

APR 3.52 4.52 4.41 4.85 

MAY 3.39 4.38 4.26 4.69 

JUN 3.42 4.44 4.29 4.73 

JUL 3.33 4.37 4.23 4.66 

AUG 3.20 4.29 4.13 -L65 

SEP 3.26 4.39 4.24 4.79 

OCT 3.04 4.22 4.06 4.67 

NOV 3.04 4.28 4.09 4.75 

2014 AVG 3.39 4.45 4.31 4.81 

Notes: 
[ I]Bioomberg Finance L.P., 30-Ycar U.S. Treasury Bond 
[2} Bloomberg Finance L.P., Moody's Average Corporate Bond Index 

[3]Bioomberg Finance L.P., Moody's A-Rated Utility Bond Index 
[4[ Bloomberg Finance L.P., Moody's Baa-Rated Utility Bond Index 

[5] Equals Column [3]- Column [I] 
[6] Equals Column [4]- Column [ IJ 
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[5] [6] 

Credit SErcads 
A-Rated Baa-Rated 

1.07 1.58 

1.02 1.58 
1.04 1.56 

1.07 1.55 
1.05 1.54 

1.13 1.68 
1.08 1.60 

0.97 1.52 

1.02 1.52 
1.02 1.49 

0.97 1.44 

0.92 1.36 

0.86 1.32 

0.87 1.35 

0.89 1.37 

0.89 1.33 

0.87 1.30 

0.87 1.31 

0.89 1.33 

0.93 J .45 

0.98 1.53 

1.02 1.63 

1.05 1.71 

0.92 1.42 
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Montana-Dakota Utilities Co. 

Common Equity Flotation Costs of 
Natural Gas Distribution Companies 

2000-20N 

Financing 
Costs as a 

Net Percent of 

Date or Number of Proceeds Per Net 

Issuer Offering Shares Issue Price Share Proceeds 

SEMCO Energy, Inc. 6112/2000 9,000,000 $10.000 $9.600 4.17% 
NiSomce Inc. 11/30/2000 10,000,000 $25.250 $24.430 3.36°/(J 
Atmos Energy Corporation 12/14/2000 6,000,000 $22.250 $21.140 5.25% 
V cctren Corporation 2/8/2001 5,500,000 $21.270 $20.530 3.60°/(J 
Utili Corp United, Inc. 3/5/2001 10,000,000 $29.760 $28.940 2.83% 
WGL Holdings, Inc. 6/20/2001 I ,790,000 $26.730 $25.835 3.46% 
Utili Corp United, Inc. 1/25/2002 I I ,000,000 $23.000 $22.253 3.36% 

NUl Corporation 3114/2002 I ,500,000 $22.500 $21.430 4.99% 

Aquila, Inc. 6/27/2002 37,500,000 $7.500 $7.256 3.36% 

NiSource Inc. I 1/6/2002 36,000,000 $I 8.300 $17.75 I 3.09% 

MDU Resources Group, Inc. 11119/2002 2,100,000 $24.000 $23.280 3.09%) 
KeySpan Corporation 1/13/2003 13,900,000 $34.500 $34.070 1.26% 
Cincrgy Corporation 113112003 5,700,000 $31.100 $30.850 0.81 °!tJ 
AGL Resources Inc. 2/1 1/2003 5,600,000 $22.000 $21.230 3.63'Jio 
Delta Natural Gas Company, Inc. 4/29/2003 525,000 $21.600 $20.650 4.60% 

Southern Union Company 6/5/2003 9,500,000 $16.000 $15.440 3.63% 

Atmos Energy Corporation 6117/2003 4,000,000 $25.310 $24.298 4.17% 

Vectren Corporation 8/7/2003 6.500,000 $22.810 $22.012 3.63% 

Semprn Energy I 0/8/2003 15,000,000 $28.000 $27.160 3.09% 

Unitil Corporation 10/23/2003 624,000 $25.400 $24.130 5.26% 

Piedmont Natural Gas Company, Inc. 1/20/2004 4,250,000 $42.500 $41.010 3.63 1Yo 
MDU Resources Group, Inc. 2/4/2004 2.000,000 $23.320 $22.527 3.52%1 

UGI Corporation 3118/2004 7,500,000 $32.100 $30.696 4.58% 

Northwest Natural Gas Company 3/30/2004 1,200,000 $31.000 $29.990 3.37% 

The Laclede Group, Inc. 5/25/2004 I ,500.000 $26.800 $25.929 3.36%1 

Atmos Energy Corpmation 7113/2004 8,650,000 $24.750 $23.760 4.171Yo 

Southern Union Company 7/26/2004 I 1,000.000 $18.750 $18.094 3.63% 

Aquila, Inc. 8118/2004 40,000,000 $2.550 $2.451 4.04%1 

Atmos Energy Corporation 10/21/2004 14,000,000 $24.750 $23.760 4.17% 

AGL Resources Inc. 11119/2004 9,600,000 S31.010 $30.080 3 .09°/tl 

Cinergy Corporation 12/9/2004 6,100,000 S41.000 $40.510 1.21% 

Southern Union Company 2/7/2005 14,910,000 $23.000 $22.300 3.14% 

SEMCO Energy, Inc. 8/10/2005 4,300,000 $6.320 $6.067 4.17% 

Chesapeake Utilities Corporation I 1116/2006 600,300 $30.100 $28.975 3.88% 

Atmos Energy Corporation 12/7/2006 5,500,000 $31.500 $30.398 3.63% 

Vectren Corporation 2/22/2007 4,600,000 $28.330 $27.338 3.63'% 

Unitil Corporation 12/10/2008 2,000,000 $20.000 $18.950 5.54% 

Unitil Corporation 5/20/2009 2,400,000 $20.000 $18.950 5.54% 

CenterPoint Energy, Inc. 9110/2009 21,000,000 $12.000 $11.580 3.63% 

CenterPoint Energy, Inc. 6/9/2010 22,000,000 $12.900 $12.449 3.63% 



Issuer 
NiSourcc Inc. 
Gas Natural Inc. 

Unitil Corporation 
Gas Natural Inc. 

Montana-Dakota Utilities Co. 

Common Equity Flotation Costs of 
Natural Gas Distribution Companies 

2000-2014 

Date ol' Number of' 
O!Tering Shares Issue Price 

9/8/20 I 0 21,100,000 $16.500 
!Ill 0/20 I 0 2, I 00,000 $10.000 

5110/2012 2,400,000 $25.250 
6/27/2012 700.000 $10.100 

Piedmont Natural Gas Company, Inc. 1/29/2013 4,000,000 $32.000 
The Laclede Group, Inc. 5/22/2013 8,700.000 $44.500 
Gas Natural Inc. 7/ll/2013 1,500,000 $10.000 
Gas Natural Inc. 10/31/2013 1,134,155 $10.000 
Atmos Energy Corporation 2111/2014 8,000,000 $44.000 
The Laclede Group, Inc. 6/5/2014 9,000,000 $46.250 

A vcrage 2000-20 14: 

Selected Flotation Costs for Cost of Equity: 

Sources: AnaZvsis of Public Uti/ifJ' Financing and Public Utility Financing Tracker; 

Bloomberg Finance L.P. 

Net 
Proceeds Per 

Share 

$15.964 
$9.400 
$23.988 
$9.494 
$30.880 
$42.780 
$9.425 
$9.425 
$42.460 
$44.539 
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Financing 

Costs as a 
Percent or 

Net 
Proceeds 

3.36% 
6.38% 
5.26% 
6.38% 
3.63% 
4.021Yo 
6.10% 
6.10% 
3.63%) 
3.84% 

3.90% 

4.00% 



Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Fiscal Year 2013 Operating Data 

Company 

AGL Resources Inc. 
Atmos Energy Coq1oration 
Laclede Group. Inc. 
New Jersey Resources Corporation 
Northwest Natural Gas Company 
Piedmont Natural Gas Company, Inc 
South .Jersey Industries, Inc. 
Soutlnvest Gas Corporation 
WGL Holdings, Inc. 

High 
Average 
Median 
Low 

Montana-Dakota Utilities Co. 

Ticker 

GAS 
ATO 
LG 

N.IR 
NWN 
PNY 
S.II 

swx 
WGL 

-North Dakota Natural Gas Distribution 

Total Assets 
(S millions) 

14.550.0 
8.594.7 
5.074.0 
3,158.8 
2.970.9 
4,368.6 
2,924.9 
4.565.2 
4.856.5 

14,550 
5,674 
4,565 
2.925 

$72.2 

Montana-Dakota North Dakota Natural Gas Distribution% of: 
-Proxy Company Median 1.58% 

Notes: 
11 Source: SNL Financial LC; data as of December 31, 2013 
2/ Source: SNL Financial LC; data as or September 30,2014 
3/ Source: SNL. Financial LC; datn ns of October 31, 2013 

Operating 
Revenues 

($millions) 

4,209.0 
4.940.9 
1.627.2 
3,738.1 

777.5 
1.278.2 

731.4 
1.950.8 
2.780.9 

4.941 
2,448 
1,951 

731 

$110.8 

5.68%) 

Case No. PU-15-_ 
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Operating 
Income 

($millions) 

639.0 II 
611.3 21 
I66.4 21 
201.2 21 
142.7 II 
144.2 31 
69.6 II 

274.2 I I 
197.5 21 

639 
272 
198 
70 

$4.5 41 

2.26% 

4/ Source: Annual Report to the North Dakota Public Service Commission Jbr the Year Ended December 31 



Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Credit Ratings 

Standard & 
Company Ticker Poor's 

AGL Resources Inc. GAS BBIJ+ 
Almas Energy Corporation ATO A-
Laclede Group, Inc. LG A-
New Jersey Resources Corporation NJR A 
Northwest Natural Gas Company NWN A+ 
Piedmont Natural Gas Company, Inc PNY A 
South Jersey Industries, Inc. SJI IJI3B+ 
Southwest Gas Corporation swx BBil+ 
WGL Holdings, Inc. WGL A+ 

Average A-
Median A-

MDU Resources Group, Inc. BBI3+ 

Notes: 
Source: SNL Financial LC 
New Jersey Resources Corporation rating is ror New Jersey Natural 
Gas Company 

Moody's 

Baal 
A2 

Baa2 
Aa2 

A3 
A2 

A3 
A3 

A3 
A3 

Case No. PU-15-_ 
Exhibit No._(JSG-2) 
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l\Jontnna~Dulwta Utilities Co. 

Selected Nnturul Gus Distribution Companies 
Dividend Yields 

Com anv 

AGL Rc~ources Inc 
Aunos Enc~~:'Y Corpomtion 
Ludcdc Gmup, Inc 
New Jcrocy Rc,ourccs Corpomtion 
No11hwcst Nmurul Gus Company 
Piedmont Nmuml Gas Company, Inc 
South Jcrocy Industries, Inc 
Southwest Gas Corpom!loa 
WGL l!oldmg:., Inc 

A\·crngc 
Mcdiun 

.haw 20/.J- Nuw~mher 20/.J 

GAS 
ATO 
LG 
Nm 

:-.'\VN 
!'NY 
SJI 

swx 
\VGL 

Avcruge 

Dividend 
Yield 

372% 
2.94% 
)_65% 

3.23'% 
4.10% 
)_54% 

3.34% 
2.78% 
4_08% 

3.49%, 
3.54%> 

Annualized Dividend 

Low 
Price 
Hi~-th Avcrat::e Dividend Yield 

AGL !tcsourcco Inc GAS Jun-14 s 51.90 s 55.10 53 50 1 96 3.66% 

Jul-14 51.55 55.30 53.43 1.96 3.67% 

Aug-14 48.72 53.3-1 51.0) 1.96 3.8-1% 

Scp-14 50.71 54.27 52.49 1.96 3 73% 

Oct-14 50.50 55.00 52.75 1.96 3_72% 

Nov-14 51.02 55 59 53.31 1_96 ~ 
3.72%, 

Atn10:; Energy Corpomtion ATO Jun-1·1 s -19 87 53.41 51 .6·1 148 :! 87% 

Jul-1·1 48.:!9 53.47 50.88 148 291% 

Aug-14 ·16 77 50.69 -18 73 1.48 3.04% 

Scp-1·1 46.6-1 51 47 -19 05 1.48 3_0:!% 

Oct-1·1 47.2:! 53.56 50_39 1.48 :2_94% 

Nov-14 52 6·1 54.92 53 78 1.56 ~ 
2.9-l%, 

Laclede Group, Inc LG Jtm-14 ' -14.96 s 48 75 46.86 1.76 3.76% 

Jul-14 ·16.81 48.99 47.90 1.76 3_67~0 

Aug-14 -15.36 49.55 47.46 1.76 3.71~0 

Scp-14 -15.66 49 95 47.81 I 76 3.68% 

Oct-1·1 46.00 51.09 48.55 1.76 3.63% 

Nov-1·1 ·19 8-1 51.7:! 50.78 !.76 3.-17% 
3.65%> 

New Jersey Resources Corpora!ior\ NJR Jtm-1·1 s 5:!.95 $ SHill 55.3 I I .68 3.04% 

Jul-1•1 51.00 57_79 54.40 I .68 3.09% 

Aug-1·1 48.63 52 88 50 76 1.68 3_31% 

Sep-1·1 -19.71 52.91 51.JJ 1.80 3.51% 

Oct-1·1 -19.29 58 68 53.99 I 80 3_33% 

Nov-1•1 50.55 59 83 58.19 LBO 3 09% 
3.23%, 

Nonhw~st Nlltural Gas Company NWN Jun-14 ·1·1 33 s 47.3:! s ·15.83 I .84 4.02% 

Jul-1·1 -13 :2:! 47.50 45.36 1_8-1 4.06% 

Aug-14 41.81 45.60 -13.71 1.84 4.:21% 

Scp-14 42 :25 -15 66 43 96 LH-1 4.19% 

Oct-1·1 •12.:!9 47 07 44.68 1.86 4.16% 

:--./ov-1·1 45 88 47 75 40 81 l .86 3.97% 
.!.Ill% 

Case No PU-15-
E:-.:hibit No.~(JSG·:!} 

Sch~dule 4 
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l\Iontann-Dalwta Utilities Co. 

Selected Nutural Gus Distribution Compunics 
Dividend Yields 

Com any 

AGL Resources Inc 
Atmos Encr~:>y Corpormion 
Laclede Gmup, Inc 
New Jcn;cy Rcoourccs Corponlll'on 
Northwest Natural Gas Company 
Piedmont Nutuf'~l Gas Company, Inc 
South Jersey lndu.>tnco. [nc 
SOillhwcst Gas Corpor.nion 
\VGL Holdings, Inc 

Avcrn~:c 

1\lcdlnn 

.hme 20/.;- Nim:mher 2()/-1 

Ticker 

GAS 
ATO 
LG 

NJR 
NW:-i 
PNY 
SJI 

SWX 

WGL 

Price 

Avcmgc 
Dividend 

Yield 

3.72~0 

.:!.94% 
3.65% 

3.:!3% 
4.!0% 
3.54% 

3.3-1% 
2.78~~ 

4.08% 

3.49'!1.• 
3.54% 

Annualized Dividend 
Low lliuh Avcmuc Dividend Yield 

Piedmont Natural Gus Company, Inc P:\'Y Jun-14 35_::!5 s 37.43 36.3·1 1.28 3.52% 
Jul-14 34_69 37.86 36.28 !.28 3.53% 

Aug-14 33 78 37.48 35.63 !.28 3_59% 

Sep-14 33 49 37.58 )5_53 !.28 )_60% 

Oct-l-1 33.38 38.36 35_87 I .28 ]_57% 

Nov-14 36 62 38 48 37.55 I " ~ 3.54% 

South Jersey lndrntrics, Inc SJI Jun-14 56 37 ' 60.55 s 58 -16 ]_89 3.23% 

Jul-14 5157 60.67 57 1] !. 89 3_.11% 

Aug-14 5::!.25 58.36 55_3 l I .89 J ·12% 
Sep-14 52 -!0 58.!) 55.27 I 80 H2% 

Oct-1-1 53 00 59_(]0 56_00 1.1!9 3_38% 

Nov-1·1 56.15 59 74 57 95 I 89 3.26% 
3.34% 

Southwest Gas Corpormion swx Jun-14 50.96 53.22 52.09 !A6 2.80% 

Ju\-14 49 26 53.3·1 51.30 1.46 2.85% 

Aug-14 47.21 52.80 50_00 !.46 2.92% 

Sep-!4 48.54 53.03 50.79 1.46 2.87% 

Oct-14 48.23 58 53 53.38 1.46 2.74% 

Nov-1·1 56.77 59_76 58.27 1.46 :!_51% 

2.7H% 

WGL !loldings. Inc WGL Jun-1·1 40 13 ·13 12 41.63 I 76 ·1.23% 

Jul-14 38 96 43 65 4 J.J l l.76 4.26% 

Allg-14 37.77 43 56 40.67 !.76 4J3% 

Sep-1·1 •11 ,)7 4·1.71 43.0-1 I .76 4.09% 

Oct-1·1 ·12.04 47.61 44.82 1.76 3_93% 

Nov-1·1 46 99 50_00 48.50 I 76 ~ 
-1.08% 

Source· Bloomberg Finance L !'. 

Cm;cNo. PLT-15-
Exhibtt No. _____ (JSG-2) 
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Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Projected Earnings Retention Growth Rates 

Value Line Forccast2017-19 

Company Ticker EPS DPS ROE 

AGL Resources Inc. GAS $4.30 $2.40 12.00% 
Atmos Energy Corporation ATO $3.50 $1.75 9.00% 
Laclede Group, Inc. LG $4.05 $2.20 10.00% 
New Jersey Resources Corporation N.IR $3.80 $1.92 12.50% 
Northwest Natural Gas Company NWN $3.30 $2.10 9.50'% 
Piedmont Natural Gas Company, Inc PNY $2.25 $1.43 11.50% 
South Jersey Industries, Inc. S.ll $4.80 $2.60 14.50% 
Southwest Gas Corporation swx $4.00 $1.80 11.00%1 
WGL Holding,, Inc. WGL $3.20 $1.87 11.001% 

Average 
Median 

Source: Value Line Investment Survey, December 5, 2014 

Retention 
Rate 

44.19'% 
50.00% 
45.68% 
49.47%1 
36.36% 
36.44% 
45.83% 
55.00% 
41.56%1 

Case No. PU-15-_ 
Exhibit No._(.ISG-2) 
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Retention 
Growth 

5.30% 
4.50% 
4.57'Yo 
6.18% 
3.45% 
4.19% 
6.65% 
6.051% 
4.57'Yo 

s.oscx, 
4.57°/(, 



Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Blended Growth Rate Estimates 

l/2 112 
Zacks 5-Yr 

Eamings Retention 
Company Ticker Growth Est. Growth 

AGL Resources Inc. GAS 4.00% 5.30% 
i\tmos Energy Corporation ATO 7.00% 4.50% 
Laclede Group, Inc. LG 5.30~1(, 4.57%, 
New .Jersey Resources Corporation N.IR 4.00% 6.18 1Vo 
Northwest Natural Gas Company NWN 4.00% 3.45% 
Piedmont Natural Gas Company, Inc PNY 5.00% 4.19% 
Soulh .Jersey Industries, Inc. S.ll 6.00% 6.65% 
Southwest Gas Corporation SWX 5.50% 6.05% 
WGL Holdings, Inc. WGL 5.30%, 4.57% 

Average 5.12 1Yo 5.05'Yc) 
Median 5.30'Yc) 4.57 1Yo 

Somce: Zacks Investment Research. 

Case No. PU-15-_ 
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Weighted 
Average 

4.65% 
5.75% 
4.93%, 
5.09% 
3.73°/il 
4.60% 
6.32% 
5.78% 
4.94% 

5.09'Yo 
4.94% 



Company 

AGL Resources Inc. 
Atmos Energy Corporation 
Laclede Group, Inc. 

Nc\v .Jersey Resources Corporation 
Northwest Natural Gas Company 

Montana-Dalmta Utilities Co. 

Selected Natural Gas Distribution Companies 
Retention Growth DCF Calculation 

Secondary 
Market: 

Dividend 
Yicldx Expected Investor 

Dividend (1 + Omwth Required 

Ticker Yield 0.625g) Rate (g) Return 

GAS 3.72% 3.84%1 5.30% 9.14% 

ATO 2.941Yo 3.03% 4.50°/() 7.53% 

LG 3.65%) 3.76% 4.57% 8.32% 

NJR 3.23% 3.35% 6.18% 9.54% 

NWN 4.10% 4.19% 3.45% 7.64%1 
Piedmont Natural Gas Company. Inc PNY 3.54% 3.63%1 4.191!/u 7.82% 
South Jersey Industries, Inc. SJI 3.34% 3.471Yo 6.65% 10.11% 

Southwest Gas Corporation swx 2. 781Yo 2.89% 6.05% 8.94% 

WGL Holdings, Inc. WGL 4.08% 4.\9°AJ 4.57% 8.77%) 

High 10.12% 

3rd Quartile 9.14% 

21111 Quartile (i\'Jedian) 8.77'% 

151 Quartile 7.82% 

Low 7.53% 

Case No. PU-15-_ 

Exhibit No._(JSG-2) 
Schedule 4 
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Primary 
Market: 

Flotation 
Cost Cost of 

Adjustment Capital 

1.0400 9.51% 

1.0400 7.83% 

1.0400 8.661Yo 
1.0400 9.92°/(J 
1.0400 7.95%1 
1.0400 8.13% 

1.0400 10.531% 
1.0400 9.29% 

1.0400 9.121Yl) 

10.53% 

9.51% 

9.12'y;, 

8.13% 

7.83% 



Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Basic DCF Calculation 

Secondary 
Market: 

Dividend 
Yieldx Expected Investor 

Dividend (1 + Growth Required 

Company Ticker Yield 0.625g) Rate (g) Retum 

AGL Resources Inc. GAS 3.72% 3.81%J 4.000/() 7.81% 
Atmos Energy Corporation ATO 2.94% 3.07% 7.00% 10.07% 
Laclede Group, Inc. LG 3.65%J 3.77% 5.30% 9.07% 
New Jersey Resources Corporation N.IR 3.13% 3.31'YtJ 4.00% 7.31% 
Northwest Natural Gas Company NWN 4.10% 4.20% 4.00% 8.20% 

Piedmont Natural Gas Company, Inc PNY 3.54% 3.65% 5.00% 8.65% 
South Jersey Industries, Inc. S.ll 3.34% 3.46% 6.00% 9.46% 

Southwest Gas Corporation swx 2.78% 2.881% 5.50% 8.38% 

WGL Holdings. Inc. WGL 4.08(% 4.21% 5.30% 9.51% 

High 10.07% 

3rd Quartile 9.46% 

2nd Quartile (Median) 8.651Yu 

1 ~a Quartile 8.20% 

Low 7.31 1Yo 

Case No. PU-15-__ 
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Primary 
Market: 

Flotation 
Cost Cost of 

Adjustment Capital 

1.0400 8.12% 
1.0400 10.48% 
1.0400 9.44% 
1.0400 7.60'% 
1.0400 8.53 1Vu 
1.0400 8.99% 
1.0400 9.84% 
1.0400 8.71% 
1.0400 9.89% 

10.48% 

9.84% 

8.99 1% 

8.53% 

7.60% 



Company 

AGL Resources Inc. 

Atmos Energy Corporation 
Laclede Group, Inc. 

New .Jersey Resources Corporation 
Northwest Natural Gas Company 

Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Blended Growth Rate DCF Calculation 

Second at)' 

Markel: 

Dividend 
Yield X Expected Investor 

Dividend (I + Growth Required 

Ticker Yield 0.615g) Rate (g) Retum 

GAS 3.72% 3.82% 4.65% 8.48°!tJ 
ATO 2.94'Yo 3.05% 5.75'% 8.80% 
LG 3.65% 3.76% 4.93% 8.70% 

N.IR 3.23°!lJ 3.33% 5.09% 8.42°/() 

NWN 4.10% 4.20% 3.73% 7.92% 

Piedmont Natural Gas Company, Inc PNY 3.54% 3.64% 4.60% 8.23% 
South Jersey Industries, Inc. S.ll 3.34% 3.47% 6.32% 9.79% 
Southwest Gas Corporation swx 2.78% 2.88%) 5.78% 8.66%) 
WGL Holdings. Inc. WGL 4.08°/(J 4.20% 4.94% 9.14% 

High 9.79% 

3rd Quartile 8.80% 

2nd Qunrtile (Median) 8.66°/c.J 

1 s\ Quartile 8.42% 

Low 7.92% 

Case No. PU-15-_ 
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Primary 

Market: 

Flotation 
Cost Cost of 

Adjustment Capital 

1.0400 8.81 1YtJ 

1.0400 9.15% 
1.0400 9.05% 

1.0400 8.76% 

1.0400 8.24% 

1.0400 8.56% 

1.0400 10.18% 

1.0400 9.00(Vu 

1.0400 9.50% 

10.18% 

9.15% 

9.00(% 

8.76% 

8.24% 



S&P SOU 

Company 

3tV1 Co 
Abbott Laboratories 
AbbYie Inc 
Accenturc PLC 
ACE Ltd 
Acmvis pic 
Adobe Systems Inc 
ADT Corp!Thc 
AES Corp/VI\ 
Aetna !uc 
Afliliated Mauagcrs Group Inc 
Aflnc Inc 
Agilcnt Technologies inc 
AGL Resources Inc 
Air Products & Chemicals Inc 
Airgas Inc 
Akamai Technologies Inc 
Alcoa Inc 
Alcxion Phannaceuticals Inc 
AI leghcny Tcchnolo),>iCs Inc 
Allegion PLC 
Allcrgan Inc/United St;llcs 
Alliance Data Systems Corp 
Allstate Corp!J"he 
Altera Corp 
Altria Group Inc 
Amazon.com Inc 
AmerenCorp 
Ameli can EIL'\:tric Powt:r Co Inc 
American Express Co 
American !ntcmatiorwl Group Inc 
American Tower Corp 
1\rncriprisc Financial Inc 
Amerisource13ergcn Corp 
AlvlETEK Inc 
Amgcnlnc 
Am phenol Corp 
Anadarko Petroleum Corp 
Analog Devices Inc 
Aon PLC 
Apache Corp 
Apanmcnt !nvcstmem & Management Co 
Apple Inc 
Applied Materinls Inc 
Archer-Daniels-Midland Co 
Assuranl Inc 
AT&T Inc 
Au!Odesk Inc 

Ticker 

MM!vl 
AI3T 

ABBY 
ACN 
ACE 
ACT 

ADBE 
ADT 
AES 
AET 
AMG 
AFL 

A 
GAS 
APD 
ARG 

AKAM 
AA 

A!..XN 
ATI 

ALLE 
AGN 
ADS 
ALL 

ALTR 
MD 

AMZN 
AEE 
AEP 
AXP 
AlG 

AMT 
AMP 
ABC 
AME 

AMON 
APH 
APC 
ADI 
AON 
APA 
AIV 

AAPL 
AMAT 
ADM 
A!Z 
T 

ADSK 

Montana-Dalmta Utilities Co. 

Mnrl.:ct DCF Cnlculntiou ns of November 30, 2014 

[I[ 

Dividend 
Yield 

2,26'11,, 

[51 

Shnres 
Outstanding 

(million) 

640.819 
1,505.791 
1,593.'152 

627.505 
331.738 
265.061 
498.739 
174.517 
713.0·16 
351.700 

55.573 
·150.587 
333.513 
119.573 
213.711 

74.702 
177.994 

1,178.823 
198.287 
108.703 
95.729 

297.899 
59.·1 12 

419.433 
304.817 

1,976.470 
463.006 
242.635 
<IIW.240 

1.03·1.677 
].399.912 

396.463 
18·1.532 
218.692 
245.933 
760.670 
309.465 
506.450 
314.213 
285.137 
376.·182 
146.205 

5,864.840 
I ,217..101 

643.788 
70.255 

5.187.000 
227.200 

[2} [31 HI 

Dividend E:o;pected 

Secondary 
Market 
Investor 

Required 
Re\Um 

Yield x Growth R.1te 
( 1 + 0.625g) (g) 

2.41%, 

[61 

Price 

158.160 
4·1.320 
()9.110 
86.000 

114.870 
263.070 
73.750 
].4.()00 
13.650 
87 .5•10 

201.940 
59.270 
·I! .590 
52.380 

144.090 
1 ].J.()(){} 

63.060 
17.140 

192.510 
32.810 
53.700 

210.650 
281.610 
67.610 
37.050 
50.300 

326.000 
·13.200 
58.010 
92.140 
54A30 

103.·190 
130.680 
90.840 
50.650 

166.410 
52.940 
78.730 
54.650 
92.420 
63.810 
37.080 

I 15.070 
23.740 
52..160 
67.350 
35.060 
60.510 

Hl.31'Y., 12.72'Y,, 

[71 [81 

Market Percent of 
Cnpitalizmion Total Market 

(Smillion) Capitali71ltion 

101,352 
66,737 

110,123 
53,%5 
38,107 
69,730 
36,782 

5,93>1 
9,733 

30,788 
11,222 
26,706 
13,871 
6,263 

30,79-1 
8,516 

11,224 
20,::!05 
38,172 

3,567 
5,141 

62,752 
16,73 I 
28,358 
11,293 
9(),416 

150,t>-IO 
I 0,482 
28,381 
95,335 
76,197 
41,030 
24,115 
19,866 
12,457 

126,583 
16,383 
39,873 
17,172 
26,352 
2•1,023 

5,421 
67•1,867 

28,90 I 
33,773 
·1,732 

181,856 
13,748 

0.6260% 
0..1122% 
0.6802'!--;, 
0.3333')-;, 
0.235-1% 
0.0000% 
0.0000')-i, 
0.0367% 
0.060\%, 
0.1902% 
0.0000'% 
0.1650% 
0.0857'!-l, 
0.0387% 
0.1902% 
0.0526% 
0.0000% 
0.1248% 
0.0000~·0 

0.021.0'.\~ 

0.0318%, 
0.3876% 
0.0000% 
0.1752% 
0.0698% 
0.6141% 
0.0000~;, 

0.06·17% 
0. [75.1% 
0.5889'~-·1 

0..1707% 
0.253•1% 
0.1490% 
0.1227%, 
0.0769% 
0.7819% 
0.1012'% 
0.2·163% 
0.1061% 
0.!628'% 
0.1•18·1'% 
0.0335')-:, 
11.1685~/;, 

0.1785'% 
0.2086'!-U 
0.0292% 
1.1233% 
0.0000% 

f91 

Current 
Dividend 

Yield 

2.16% 
1.99% 
2.84% 
2.37% 
2.26% 

n/n 
n/a 

2.35% 
1.47%, 
1.1•1% 

n/a 
2.63% 
0.96% 
3.74% 
2.1·1% 
I .93'!-0, 

n/a 
0.70% 

n/a 
2.19% 
0.60~:. 

0.09% 
n/a 

I .66'~-;, 
1.94% 
4.14% 

n/a 
3.80% 
.1.65",0 
1.13% 
0.92% 
1.39'!-(, 
1.78% 
1.28% 
0.71% 
1.47~0 

0.9·1% 
1.37% 
2.71% 
1.08% 
1.57% 
2.80% 
1.63% 
1.68% 
1.83% 
1.60% 
5.25% 

n/a 

[101 

BEst Long­
Tenn Gr0\\1h 

Estimate 

9.33% 
10.9•1')-;, 
8.8]'!.;, 
10.45%J 
7.13% 
18.80% 
I 2.50'!-Q 
6.55% 
8.00'% 
I 1.75% 
14.51% 
8.35% 
9.10% 
5.50% 
8.67% 
11.80% 
15.83')'0 
10.67% 
37.07% 
16.90% 
17.40% 
21.00% 
16.32% 
8.48% 
12.03% 
6.26% 

36.58% 
7.27% 
5.78')'0 
9.42% 
9.50% 
17.95% 
18.10% 
10.66% 
12.73% 
8.83% 
11.45% 
18.78%1 
10.87% 
12.66% 
3.92'% 
7.28% 
15.97% 
13.20% 
10.03% 
6.98% 
5.45% 
11.65% 

Case No. PU-15-~ 
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[Ill [121 
Market 

Market Capitalization· 
Capitali7.ation· Weighted 

Weighted HEst Long-
Dividend Tenn Growth 

Yield Estimate 

0.0135% 
{).0082% 
0.0193'% 
0.0079% 
0.0053% 

n/a 
n/a 

0.0009% 
0.0009% 
0.0022% 

,;, 
0.0043% 
0.0008% 
0.0014% 
0.00111% 
0.0010% 

n/11 

0.0009% 
n/a 

0.0005% 
0.0002% 
0.000·1% 

n/a 
0.0029%, 
0.001·1% 
0.0254%1 

n/a 
0.0025')-;, 
0.0064% 
0.0066% 
0.0043% 
0.0035'!.;, 
0.0026'% 
0.0016% 
0.0005% 
0.0115% 
0.0010% 
0.0034'% 
0.0029% 
0.0018%, 
0.0023% 
0.0009% 
0.0681% 
0.0030% 
0.0038% 
0.0005% 
0.0590% 

n/a 

0.058•1'% 
0.0451% 
0.0601% 
0.0348~0 

0.0168'!-U 
0.0000% 
0.0000%. 
0.0024% 
0.0048% 
0.0223% 
0.0000% 
0.0138% 
0.0078% 
0.0021% 
0.0165% 
0.0062% 
0.0000% 
0.0133% 
0.0000'!-;, 
0.0037% 
0.0055% 
0.081 11% 
0.0000% 
0.0149% 
0.0084% 
0.038·1% 
0.0000~--;, 

0.0047% 
0.0101% 
0.0555')-;, 
0.0447%> 
0.0455% 
0.0270% 
0.0131% 
0.0098% 
0.0690% 
0.0116% 
0.0462% 
0.0115% 
0.0206% 
0.0058% 
0.0024% 
0.6656% 
0.0236% 
0.0209% 
0.0020%, 
0.0612% 
0.0000% 



S&P 500 

Company 

Automatic Data Processing Inc 
AutoNntion Inc 
AutoZone Inc 
A vago Technologies Ltd 
AvalonBay Communities Inc 
A very Dennison Corp 
Avon Products Inc 
Baker !-lugbcs Inc 

13all Corp 
Bank of America Corp 
Hank ufNcw York Mellon Corp/The 
Baxter International Inc 
BB&T Coq1 
13ecwn Dickinson and Co 
Bed Bath & 13eyond Inc 
Bemis Co Inc 
Berlishin: Hathaway Inc 
Best Buy Co Inc 
Biogen Idee Inc 
B!ackRock Inc 
Boeing Co/The 
BorgWamer Inc 
Boston Properties Inc 
Boston Scientific Corp 
Bristol-Myers Squibb Co 
Broadcorn Corv 
BrO\m-Forman Corp 
CA Inc 
Cablcvi;ion Systems Corp 
Cabot Oil & Gas Corp 
Cameron hllernntionul Corp 
Campbell Soup Co 
Capital One Financial Corp 
Cardinal I lcalth Inc 
CarcFusion Corp 
CarMax Inc 
Carnival Corp 
CateqJi!lar Inc 
CBRE Group Inc 
CBS Corp 
Cdgcni.!Corp 
CenterPoint Energy Inc 
Century Link Inc 
Ccrncr Corp 
CF Industries Holdings Inc 
CH Robinson Worldwide Inc 
Charles Schwab Corp/The 
Chesapeake Energy Corp 

Ticker 

ADP 
AN 

AZO 
AVGO 
AVB 
AVY 
AVP 
BI-ll 
BLL 
BAC 
BK 

BAX 
BBT 
BOX 

BBBY 
BMS 

BRKIB 
BBY 
BIIB 
BLK 
BA 

BWA 
13XP 
BSX 
BMY 

13RCM 
BF/B 
CA 

eve 
COG 
CAM 
CPB 
COF 
CA!-1 
CFN 
KMX 
CCL 
CAT 
CBG 
CBS 

CELG 
CNP 
CTL 

CERN 
CF 

CI-IRW 
SCHW 
CI-IK 

Montana-Dalmt:t Utilities Co. 

;\·lurl{ct DCF Calculntion us of November 30,1014 

[I[ 

Dividend 
Yield 

2.26% 

[5[ 

Shnres 
Ontstnnding 

(million) 

482.057 
113.144 
32.041 

252.899 
132.008 
91.101 

434,656 
431.599 
136,922 

10,5!6.450 
1 ,125.710 

5·11.978 
720.298 
191.977 
I 85.239 
99.881 

l ,215.933 
349.616 
236.155 
165.214 
712.930 
227.374 
153.100 

I ,326A90 
1,658.776 

542.000 
128.970 
4·1•1.906 
219.492 
·113.020 
197.·1•16 
314.293 
555.971 
330.962 
203.918 
215.395 
592.M9 
605.399 
332.867 
4110...124 
798.704 
429.796 
570.705 
34!.472 
49.735 

l•lb,285 
I ,305.769 

665.111 

[2] [Jj 

Dividend Expected 

Secondary 
Market 
Investor 

Rcquiwd 
Return 

Yidd" Growth Raw 
(I + 0.625g) (g) 

2.41% 

[h] 

Price 

86,070 
58.290 

575.720 
9U.950 

161.720 
49.\30 
9.610 

56.5!0 
67.390 
16.790 
39.580 
72.870 
37.05U 

141. I 50 
72.950 
40.070 

!48.520 
37.260 

308.440 
355.030 
132.390 
56.820 

129.980 
12.890 
59.U50 
42.!!00 
95.580 
30,890 
20.020 
33.200 
•19.780 
·15,060 
82.310 
82.000 
59.190 
56, !40 
42.390 
99.000 
33.310 
54.'170 

1 !3.430 
13.500 
•ll.l 00 
6010 

267,110 
72.510 
27.660 
20.070 

IU.JI%, 12.72'Y,, 

171 rsr 

Market Percent of 
Capitali7~1tion Tmal Market 

(Smillion) Capitali7~llion 

111,'19! 
6,595 

!8.447 
23,001 
21,3·18 

·1,.176 
4,177 

24.446 
9,227 

176.571 
·1•1,556 
39,49·1 
20,687 
27,0')8 
13,513 
4,002 

180,590 
13,027 
72,8·10 
58,656 
94,385 
12,919 
19,900 
17 ,09!1 
97,95 I 
23,198 
12,327 
13.743 
·l,J9·1 

13,712 
9,829 

l4,lli2 
45,7()2 
27,139 
12,070 
12,092 
25,122 
59,935 
II ,088 
2(),169 
90,597 
10,100 
23,ol56 
21,960 
13,285 
10,607 
36,118 
!3,349 

0.2563% 
O.OOOU'% 
0.0000% 
0.142!%, 
0.1319%1 
O.U276'~-o 

0.0258% 
0.!510% 
0.0570% 
1.0906% 
0.2752~--·· 

0_2•139% 
O.!MS% 
0.167.J% 
0.0000% 
0.02•17'% 
0.0000'}:, 
0.0805% 
0.0000% 
0.3623'.\{, 
0.5830% 
0.0798%, 
0.1229% 
0.0000% 
0.6050% 
0.1433% 
0.0761% 
0.08•19% 
0.0000% 
0.0847'% 
0.0000% 
0.0875% 
0.2827·~;. 

0.1676% 
0.0000% 
0.0000~-0 

0.1552% 
0.3702% 
o.ooou·~-u 

0.1616% 
0.0000% 
0.062·1'~-U 

o.oooo·~;, 

0.0000% 
0.0821% 
0.0655'~-i:. 

02231% 
0.0825% 

[91 

Current 
Dividend 

Yield 

2.28% 
n/a 
n/a 

I AI% 
2.87% 
2.85% 
2.50% 
1.10% 
0.77% 
1.19% 
1.72% 
2.85% 
2.59% 
1.70% 

n/a 

2.70% 
n/a 

2.0·1'% 
n/a 

2.17% 
2.21% 
0.92% 
2.00% 

n/a 

2.44% 
1.12'% 
1.32% 
3.24% 
3.00% 
0.24'% 

n/a 
2,77~·'u 

1.46% 
1.67% 

n/a 

n/a 
2.36% 
2.83% 

n/a 

1.10% 
n/a 

4.0·1% 
5.26% 

n/a 
2.25% 
1.93% 
0.87%, 
i.WJO 

[I OJ 

BEst Long­
Tenn Growth 

Estimate 

10.29% 
12.60% 
13.39%, 
20.63% 
6.55% 
11.70% 
6.52% 

25.18% 
10.03% 
10.83% 
9.83% 
9,.\7% 
12.06% 
9.28% 
7.78'% 
8.85%o 
6.70% 
!3.02% 
21.05% 
!2.37% 
I 1.15% 
11.77% 
5.44% 
10.27% 
!3.25% 
!0.51% 
9,60% 
·1.77% 
-6.25'% 
42.8!% 
17.47'% 
4.59% 
6.00% 
12.16% 
11.9!% 
13.76% 
17.03% 
9..18% 
12.17% 
14.47'% 
25.66% 
6.00% 
-0.72% 
16.82% 
12.18% 
I 1.40% 
20.98'% 
5.00% 

Case No. PU-15-_ 
Exhibit No._(JSG-2) 

Schedule 5 
Puge2ofll 

fill [121 
Market 

Markl!l Capitali7111ion· 
Capitulization· Weighted 

Weighted BEst Long-
Dividend Term Gr01\1h 

Yield Estimate 

0,0058% 
n/a ,;, 

0.0020% 
0.0038~(, 

O.OOUS% 
0.0006'!-:, 
0.00!8% 
0.0004'% 
0.0130% 
0.00•17'~{, 

0.0070% 
O.UOU)-0 
0.0028% 

n/a 
0,0007% 

n/a 
0.0016% 

n/a 

0.0079% 
0.0\29% 
0.0007% 
0.0025% 

n/a 
0.01·18% 
0.0016'% 
0.0010% 
U.0027%, 
0.0000% 
0.0002'% 

n/a 

0.0024'ho 
O.OO.Jl% 
0.0028'% 

n/a 
n/a 

0.0037% 
0.0105% 

n/a 

0.0018% 
n/a 

0.0025% 
0.0000'% 

n/a 

0.00!8% 
0.0013% 
0.0019'l'u 
0,0014% 

0.0264% 
0.0000% 
O.OUOO% 
0.0293'% 
O.OU86% 
U.0032% 
0.0017% 
0.0380% 
0.0057% 
0.1181% 
0.0270% 
0.0231% 
0.0199% 
0.0155'}b 
0.0000% 
0.0022% 
0.0000'% 
0.0105'% 
0.0000% 
0.0448% 
0.0650% 
0.0094% 
0.0067% 
0.0000% 
0.0802% 
U.0151% 
0.0073% 
O.OO.JO%, 
U.OOOO% 
0.0363% 
0.0000% 
o.ou.\0% 
0.0170%. 
0.0204% 
0.0000% 
0,0000% 
U.0264% 
U.0351% 
0.0000% 
0.0234% 
0.{}(}00% 
U.0037% 
U.OOOO% 
0.0000'% 
0.0100% 
0.0075% 
0.0468'% 
0.0041% 



S&P 501l 

Company 

Chev1 on Corp 
Chipotlc McKican Grill Inc 
Chnbb Corpfrhe 
Cignu Corp 
Cimarcx Energy Co 
Cincinnati Financial Corp 
Cintas Corp 
Cisco Systems Inc 
Citigroup Inc 
Citrix Systems Inc 
Clorox ComiC 
CME Group Jnc/IL 
CMS Energy Corp 
Conch Inc 
Coca-Cola Co/The 
Coca-Cola Enterprises Inc 
Cognizunt Technology Solutions Corp 
Colgate-Palmolive Co 
Comcnst Corp 
Comericu Inc 
Computer Sciences Corp 
ConAgril Foods Inc 
Conocol'hillips 
CONSOL Energy Inc 
Consolidated Edison Inc 
Constellation Brands Inc 
Corning Inc 
Costco Wholesale Corp 
Covidicn PLC 
CR B<~rd Inc 
Crown Castle International Corp 
CSX Corp 
Cummins Inc 
CVS Health Corp 
Danaher Corp 
Darden Restaurants Inc 
DaVitn HcahhCmc Partm:rs Inc 
Deere & Co 
Delphi Automotive PLC 
Delta Air Lines Inc 
Den buT)' Resources Inc 
DENTSPLY International Inc 
Devon Energy Corp 
Diamond Offshore Drilling Inc 
DIRECTV 
Discover Finm1cial Services 
DiscoVCT)' Communiciltions Inc 
Discovery Communications Inc 

Ticker 

cvx 
CMG 
Cll 
Cl 

XEC 
CINF 
CTAS 
csco 

c 
CTXS 
CLX 
CME 
CMS 
COH 
KO 

CCE 
CTSH 

CL 
CMCSA 

CMA 
esc 
CAG 
COP 
CNX 
ED 
STZ 

GLW 
COST 
cov 
BCR 
CCI 
csx 
CMI 
CVS 
DHR 
DR! 
OVA 
DE 

DLPH 
DAL 
DNR 

XRAY 
DVN 
DO 

DTV 
DFS 

DISC A 
DISCK 

Montana-Dalmta Utilities Co. 

1\'lnrl•ct DCF Culculntion ns of November 30, 20l.t 

\I] 

Dividend 
Yield 

2.26'Y,, 

\51 

Shares 
Outstanding 

(million) 

I ,890..124 
31.013 

235.81·1 
261.579 

87.2·19 
163.490 
116.979 

5,li3.5S8 
3,029.488 

160.971 
119.402 
336.838 
276.149 
275.590 

4,380.113 
241.73·1 
608.918 
911J9S 

2,150.369 
179.687 
1·10.41Jl 
·11·1.828 

l,230.1JIJ 
230.180 
292.888 
169.485 

1,281.848 
437.762 
452.7!l·1 

74.81)9 
333.858 
999.572 
182.692 

1,1-16.383 
702.692 
132.6-17 
214.900 
358_·120 
296.079 
836.941 
352.563 
141.530 
409.100 
137.1·18 
502.237 
453.480 
148.491 
287.302 

\2\ [3[ \4] 

Dividend Expected 
Yield x Growth Rate 

s~condary 

Market 
Investor 
R~:quired 

R~tum {I T 0.625g) (g) 

2.41% 

\6\ 

Plice 

II !.730 
660.880 
103.160 
102.560 
103.760 
50.810 
71.800 
27.590 
53.350 
66.030 

101.300 
84.(J!0 
33.250 
36.100 
44.550 
43.510 
s.I.050 
69.400 
56.600 
115.230 
63.520 
36.410 
67.770 
37.450 
63.830 
9-1.730 
20.910 

1·11.980 
100.91)0 
170.0·10 
82.250 
35.060 

145.3·10 
90.160 
83.070 
57.520 
76.010 
89.580 
72.900 
45.620 
8.010 

5<1.740 
59.9•10 
30.500 
87.730 
65.250 
3·1.690 
33.980 

10.31% 12.72'Y,, 

\7\ \E\ 

Market Percent of 
Capitalinllion Total Mark~t 

(Smillion) Capitnli7l!lion 

211,217 
20,·196 
24,327 
26,828 
9,053 
8,307 
8,399 

1-11,084 
161,623 

10,629 
13,108 
28,500 

9,182 
9,949 

195,134 
10,518 
32,912 
63,251 

121,711 
8,127 
8,92·1 

15.468 
83,'119 

8,620 
18,695 
I 6,055 
26,803 
62,153 
45,727 
12,736 
27,1160 
35,0-15 
26,552 

103,358 
58,373 

7,630 
16,335 
32,107 
21,584 
38,11! I 

2,82•1 
7,747 

24,521 
·1,183 

4·1,061 
29,590 

5,151 
1>,763 

JJ(W,% 
0.0000% 
0.1503% 
0.1657% 
0.0559')(, 
0.0000')0 
0.0519% 
0.8714% 
0.9983% 
0.0000%. 
0,0810%. 
0.1760'% 
0,0567%. 
0.0615%. 
1.2053% 
0.0650% 
0.0000% 
0.3907%. 
0.7518% 
0.0502% 
0,0551%. 
0.0955%. 
0.5153% 
0.0532% 
0.!155% 
0.0000% 
0,1656% 
0.3839% 
0.2824% 
0.0787% 
0, !696'~.{, 

0.2165% 
0.1640% 
0,6384'% 
0.3606% 
0,0471'% 
0.0000'% 
0.1983% 
0.1333~;. 

0.2358% 
0.0174% 
0.0479% 
0.15!5% 
0.0000% 
[).()()00% 
0.1828'% 
0.0000'% 
0.0000% 

\9] 

Current 
Dividend 

Yield 

3.83% 
n/a 

1.9·1% 
0.04% 
0.62% 
3..16% 
US'% 
2.75% 
0.08% 

n/a 
2.92% 
2.22% 
3.25'% 
3.74% 
2.74% 
2.30% 

n/a 
2.07% 
1.59'% 
1.77'Vo 
1.45% 
2.75')0 
4.31'% 
0.67% 
3.95% 

n/il 
1.91% 
1.00% 
1.-D'J·O 
0.52%. 
3.99'~;. 

1.83'% 
2.15% 
1.22% 
OA8% 
3.82'% 

n/n 
2.68'% 
IJ7% 
0.79% 
3.12% 
0.48%, 
1.60% 
liAS% 

n/a 
1.47'% 

n/n 
n/a 

]10] 

BEst Long­
Term Growth 

Estimate 

6.08% 
22.73% 
9.00% 
!0.66%. 
12.85% 

n/a 
10.68% 
8.93% 
I !.05% 
15.33% 
6.70'% 
14.05'% 
5.83% 
8.03'% 
5.76% 
9.04% 
17.30% 
9.80% 
13.09'% 
10.Ci9% 
9.45% 
9.37% 
6.13% 
9.70'% 
3.14')·i:. 
16.35% 
8.35% 
11.15')·;, 
8.50% 
12.20'JU 
27.43'% 
11.88% 
111.62% 
l·l,l·I'Y:, 
11.25'% 
12.93% 
8.66% 
6.38% 
14.01% 
17.02% 
3.90% 
IOJS% 
I !.47% 

-12.67",1) 
6.00% 
9.73% 

20.53% 
20.53% 

Cas~ No. PU-15·-··­
Exhibit No._{JSG-2) 

Sch~dule 5 
Page3ol'11 

fill [121 
Market 

Market Capitalization· 
Capitalization· Weighted 

Wciglned BEst Long-
Dividend Term Growth 

Yield Estimate 

0.0500% 
n/a 

0.0029% 
0.0001% 
0.0003% 
0.0000% 
0.0006% 
0.0240'% 
0.0007% 

n/a 
0.0024% 
0,0039').·;, 
0.0018% 
0.0023'% 
0,0330% 
0.0015% 

n/a 
0,0081% 
0.0120% 
0.0009% 
0,0008% 
0.0026% 
0.0222% 
0.0004% 
0.00·16% 

n/a 
0.0032% 
0.003S% 
0.0040%, 
0,0004% 
0,0068% 
0.0040% 
0.0035% 
0,0078% 
0,0017'% 
0.0018% 

n/a 
0.0053% 
0.0018'% 
0,0019'% 
0.0005% 
0.0002'% 
0.0024%1 
0.0000'% 

n/a 
0,0027')(, 

n/a 
n/a 

0.0793'~-" 

0.0000% 
0.0135% 
0.0177% 
0.0072% 

n/a 
0.0055'% 
0.0778% 
0.1103% 
0.0000% 
0.0054% 
0.02117% 
0.0033% 
0.0049% 
0.0694% 
0,0059% 
0.0000% 
0.0383% 
0,0984% 
0.0054%. 
0,0052% 
0,0089% 
0,0316% 
0.0052% 
0.0036% 
0.0000%. 
0.0138~;. 

0,0428% 
0,02110'% 
0.0096%, 
0.0465% 
0.0257% 
0.02•10'% 
0.0903'% 
0.0406% 
0.0061% 
0.0000'!·0 
0.0!27% 
0.0187% 
0.0401% 
0.0007% 
0.0050'% 
0.0!7·1% 
0.0000'% 
0.0000% 
0.0!78% 
0.0000% 
0.0000% 



S&l' 500 

Companv 

Dollar General Corp 
Dollar Tree Inc 
Dominion Resources lnc/VA 
Dover Corp 
Dow Chemical Corrl1e 
DR Horton Inc 
Dr Pepp~r Snapple Group Inc 
DTE Energy Co 
Duke Energy Corp 
Dun & BradS!reet Corprrhe 
E*TRADE Financial Corp 
Eastman Chemical Co 
Eaton Cmv PLC 
cBay Inc 
Ecolab Inc 
Edison International 
Edwards Lifcscienccs Corp 
El du Pont de Nemours & Co 
Electronic Arts Inc 
Eli Lilly & Co 
EMC Corpftv1A 
Emerson Electric Co 
Ensco PLC 
Entcrgy Corp 
EOG Resources Inc 
EQT Corp 
Eguifax inc 
Equity Residential 
Essex Property Tru:>t lilL' 

Estcc Lauder Cos ln~nlle 
Exe!on Corp 
Expcdia Inc 
Expcditorslntematiunal of Washington In• 
Express Scripts llolding Co 
Exxon Mobil Corp 
F5 Networks Inc 
Facebook Inc 
Family Dollar Stores Inc 
Fastenal Co 
FedEx Corp 
Fidelity National lnfonnation Scn·i~es Inc 
Fifth TI1ird 13an~orp 
First Solar Inc 
FirstEncrgy Corp 
Fise1v Inc 
FUR Systems Inc 
Flowscrve Corp 
Fluor Corp 

l\'lontana-Dalmta Utilities Co. 

Mnrliet DCF Calculation as or November 30, 201-t 

Ill 

Dividend 
Yield 

2.26'Y,, 

[5[ 

Shares 
Outstanding 

Ticker (million) 

DG 
DLTR 

D 
nov 
DOW 
DI-ll 
DPS 
DTE 
DUK 
DNB 
ETFC 
EMN 
ETN 

EBAY 
ECL 
EIX 
EW 
DO 
EA 

LLY 
EMC 
EMR 
ESV 
ETR 
EOG 
EQT 
EFX 
EQR 
ESS 
EL 

EXC 
EXPE 
EXPO 
ESRX 
XOM 
FFIV 
FB 

FDO 
FAST 
FOX 
FIS 

FITB 
FSLR 

FE 
FISV 
FUR 
FLS 
FLR 

303.397 
205.654 
583.911 
165.362 

!,178.561 
364.587 
194.409 
176.99] 
707.291 

35.910 
289.16! 
148.527 
·IH600 

1,242.367 
300.116 
325.811 
106.974 
905.9-17 
3[0.936 

1,113.430 
2,034.909 

693.635 
234.258 
180.481 
5,18.009 
151.506 
I ::0.587 
362.363 
6.1942 

231.4 18 
859.465 
113_748 
193.031 
733.910 

·1,23<1.529 
73.i83 

2,223.936 
11051 
296.441 
283_2,16 
283.751 
824.007 
100.211 
420.793 
243.966 
140.892 
!36.308 
156.221 

[21 

Dividend 
Yield X 

( 1 + 0.625g) 

2..11% 

[61 

Price 

66.320 
67.9·10 
72.280 
75.030 
-18.120 
25.100 
73.030 
81.540 
82.000 

125.070 
22.060 
82.160 
67.190 
5,1.870 

10·1.300 
63.600 

129.390 
71.080 
43.150 
68.510 
30.290 
62.810 
33.870 
83.830 
87.240 
91.480 
79.400 
70.6·10 

201.530 
73_740 
36.2·10 
86.490 
45.'120 
83.650 
92.350 

128.070 
75. !00 
79.420 
,14.'120 

177.700 
61.430 
19.750 
45.760 
37.0-10 
71.210 
30.965 
58.890 
60.250 

[3[ 

Expected 
Grm\1h R.1h: 

(g) 

10.31'% 

171 

141 
Secondary 

Market 
Investor 

Required 
Rctum 

12.72'Xo 

181 

Market Percent of 
Capitali7~1tiun Total Market 

($million) Capitali7lltion 

20,121 
13,972 
42,205 
12,.107 
56,712 

9,151 
1·1,198 
14,432 
57,998 
4,491 
6,379 

12,203 
31,888 
68,169 
31,302 
20,722 
13,841 
6·1,395 
13,417 
76,281 
61,637 
43,567 

7,934 
15,130 
'17,808 
13,860 
9,575 

25,597 
12,886 
17,065 
31,1·17 

9,838 
8,767 

61,392 
391,059 

9,449 
167,018 

9,082 
13,168 
50,333 
17,43 I 
16,274 
4,586 

15,58(1 
17,373 
4,363 
8,027 
9,412 

0,0000% 
0.0000% 
0.2607'% 
0.0766'% 
0.3503%, 
0.0565% 
0.0877% 
0.0891% 
0.3582'% 
0_0277% 
0.0000%, 
0.0754%, 
0.1970% 
0.0000% 
0.1933%, 
0.!280% 
0.0000% 
0.3978'% 
0.0000% 
0.'1712% 
0.3807% 
0.2691'% 
0,0,190% 
0,0935% 
0.2953% 
0.0856% 
0.0591% 
0.1581% 
0,0796'l0 
0.105·1% 
0.1924'~,;, 

0,0608% 
0.0542'!··· 
0.0000~·:, 

2.-1155% 
0.0000% 
0.0000% 
0.0561% 
0.0813% 
0.3109% 
0.1077%, 
0.1005% 
0.0000% 
0.0963'l·fl 
O.OOOO'lh 
0.0269% 
0.0496% 
0.0581% 

[9[ 

Current 
Dividend 

Yield 

n/a 
n/a 

3.32% 
2.13')-·:, 
3..19% 
1.00% 
2.25% 
3.38% 
3.88%. 
1.41% 

n/a 
1.70% 
2.92% 

nla 
!.05% 
2.23% 

n/a 
2.64% 

nla 
2.86% 
1.52% 
2.99'% 
8.86% 
3.96%, 
0.77%, 
0.13% 
1.26'% 
2.83% 
2.58'li, 
1.30% 
3..12% 
0.83% 
1.41% 

n/a 
2,99'~-t. ,;, 

n/a 
1.56% 
2.25% 
0.45% 
1.56%. 
2.63% 

nla 
3.89% 

nla 
1.29% 
!.09% 
1.39% 

[101 

Case No. PU·15·~ 
Exhibit No.~(JSG-2) 

Sdtcdule 5 
Page ·I of 11 

[Ill [12] 
Market 

Market Capitali7~1tion· 

Capitalization· Weighted 
BEst Long- Weighted BEst Long-

Tmn Growth Dividend Term Growth 
Estimate Yield Estimate 

13.34% 
15.27% 
6.00% 
11.88% 
6.68% 
11.43% 
8.43% 
4.85')'0 
4.91%. 
10,70% 
,10_00% 
7.53% 
9.12% 
12.45%. 
13.64% 
5.06% 
12.54%, 
7.68% 
9.90% 
9.13% 
11.00'% 
9.19% 
2.27% 
3.10'!-h 
12.82% 
30.00% 
11.90% 
6.80%, 
6.16% 
11.26% 
5.00% 
18.28% 
7.5,1% 
13.50'% 
13.28'% 
16.95% 
36.91'% 
4.13% 
16.47% 
14.80% 
12.00",;, 
8.15% 
·2.83% 
1.82% 

11.75% 
14.33% 
12.38%, 
10.40% 

n/a 
nla 

0.0087%, 
0.0016% 
0.0122% 
o.ooomu 
0.0020% 
0.0030% 
0,0[39% 
0.0004% 

n/a 
0.()013% 
0.0057'%, ,;, 
0.0020% 
0.0029%, 

n/a 
0.0105'l·O 

n/n 
0.0135% 
0.0058% 
0.0081% 
0.00·13% 
0.0037% 
0.0023% 
0.0001% 
0.0007% 
0.00·15% 
0.0021% 
0.0014% 
0.0066% 
0.0005% 
0.0008% 

n/a 
0,0722'.\0 

n/n 
n/a 

0,0009% 
0,0018% 
0.0014% 
0.0017% 
0.0026'% 

n/a 
0.0037% 

nla 
{).()003% 
0.0005% 
0.0008% 

0,0000% 
0,0000% 
0.0156% 
0.0091% 
0.0234% 
0.0065% 
0.0074% 
0.0043% 
0.0176% 
0.0030% 
0.0000% 
0.0057% 
0.0180'~-0 

0,0000% 
0.0264% 
0.0065% 
0.0000% 
0.0305% 
0,0000'% 
o.043mo 
0.0·119% 
0.0247% 
0,0011% 
0.0029% 
0.0378% 
0.0257% 
0.0070% 
0.0107% 
0.0049% 
0.0119'l·j, 
0.0096~_.,, 

0.0111% 
0.004 !% 
0.0000'!.-;, 
0.3208% 
0.0000% 
0.0000% 
0.0023%. 
0.0134% 
0.0460% 
0.0129')0 
0.0082% 
0.0000% 
0,0017% 
0.0000%, 
0,0039% 
0.0061'% 
0.0060% 



S&P SOli 

Company 

FMC Corv 
FMC Technologies Inc 
Ford Motor Co 
Fossil Group Inc 
Franklin Resources Inc 
Frecport-McMoRan Inc 
frontierCommur1ications Corp 
GameS top Corp 
Gnnndl Co Inc 
Gap JnciThc 
Ganniu Ltd 
Genernl Dynamics Corp 
Geneml Electric Co 
General Growth Propenies Inc 
General Mills Inc 
General Motors Co 
Genuine Parts Co 
Gcnwor1h Finnneiallnc 
Gilead Sciences Inc 
Goldman Snchs Group lncfrhc 
Gootlyear Tire & Rubber Corrhe 
Google Inc 
Google Inc 
!-!&R Block Inc 
J-!allibunon Co 
1-!arley-Davidson Inc 
!-Iannan lntemmional Industries Inc 
Harris Corp 
Hanlbrd Financial Services Group !m:n'hc 
!-lasbro Inc 
!ICP Inc 
Health Care REIT Inc 
Helm erich & Pnyne Inc 
Hershey Cofl'hc 
Hess Corp 
l·lew!ett-Packurd Co 
Home Depot lncfl'he 
Honeywell lnternntional Inc 
1\onnd Foods Corp 
Hospira Inc 
I lost Hotels & Rcsnns Inc 
!-Judson City Bancorp Inc 
!-lumana Inc 
Huntington 13ancsharcs Jnc!O!-! 
Illinois Tool Works Inc 
Ingersoll-Rand PLC 
lntegrys Energy Group Inc 
Intel Corp 

Ticker 

FMC 
Ffl 
F 

FOSL 
BEN 
FCX 
vm. 

GME: 
GCI 
GPS 

GRMN 
GO 
GE 

GOP 
GlS 

GM 
GPC 

GNW 
GILD 

OS 
GT 

GOOGI. 
GOOG 
I-IRI3 
HAL 
HOG 
HAR 
I-IRS 
J-UG 
HAS 
llCP 
1-JCN 
l-IP 

HSY 
HES 
1-lPQ 
l-ID 

HON 
HRL 
l-ISP 
J-IST 

1-!CBK 
HUM 
I-I BAN 

ITW 

IR 
TEO 
JNTC 

Montana-Dalwta Utilities Co. 

Marlict DCF Calculation as of November 30,2014 

Ill 

Dividend 
Yield 

2.26'Y,, 

[5) 

Shares 
Outstanding 

(million) 

133.267 
233.8·16 

3,777.835 
51.084 

622.372 
1,039.000 
1,002.081 

112.667 
225.831 
,13,1_866 
191.227 
33 !.390 

10,042.192 
884.\07 
603.748 

1,606.696 
153.089 
496.660 

I ,508.664 
435.546 
27·1.563 
284.816 
339.339 
275.088 
847.'1()() 
214.268 

68.516 
!O--L592 
'IJ 1.481 
!25.61:12 
459.263 
327.67-1 
108.256 
160.250 
298.969 

I ,866.275 
1,317.827 

782.810 
263.457 
I 69.202 
757.319 
5:':8.765 
153.335 
81•1.45,1 
390.93,1 
265.472 

79.%3 
4,835.000 

[21 

Dividend 
Yield X 

(I + 0.625g) 

2.41% 

j6j 

Price 

53.750 
47.620 
15.770 

109.970 
57.060 
26.200 

6.950 
35.8.10 
32.650 
39.430 
56.240 

143.760 
26.020 
26.840 
52.630 
32.940 

101.760 
9.190 

100.550 
188.200 
26.910 

539.650 
533.800 
33.480 
41.210 
68.740 

107.060 
71.720 
41.010 
57.460 
·15.'120 
74.5 !0 
69.070 

100.200 
73.970 
38.560 
98.880 
97.400 
52.840 
59.9•10 
23.160 
9.650 

I 39.080 
9.980 

94.310 
62.120 
73.570 
37.170 

Ill 

Expected 
Grm\1h Rate 

(g) 

J0.3J'Y,, 

171 

141 
Secondary 

Market 
Investor 

Required 
Return 

12,72'Yu 

[8] 

Market Percent of 
Capitalization Total Markel 

($million) Capitalizntion 

7, ]{i3 

II, 136 
59,576 

5,618 
35,513 
27,222 

6,96<1 
·1,037 
7,373 

I 7 ,1·17 
10,755 
,17,641 

261,298 
23,729 
31,775 
52,925 
15,578 
4,564 

15\,696 
81,970 
7,388 

153,701 
I R I, 139 

!J,210 
3-1,92·1 
14,729 
7,335 
7,501 

17,695 
7,222 

20,860 
2-1,415 

7,477 
16,057 
22,1\5 
71,96·1 

130,307 
76,2-16 
13,921 
10,!42 
I 7,5•10 
5,!03 

21,326 
8,!28 

36,1!69 
[(i,•l91 
5,883 

179,717 

O.Q.142%1 

0.0000% 
0.3680% 
0.0000'% 
0.219-1% 
0.1681~:. 

0.043()~,-,. 

O.lJ1,lt)% 
0.0455'!-:, 
0.1059% 
0.06M'!-C1 

0.2943% 
1.6140% 
0.!466')-0 
0.1963%. 
0.3269% 
0.0962% 
0.0000%, 
0.0000%, 
0.5063% 
0.0456% 
0.0000% 
0.0000'~,;. 

0.0569% 
0.2157~;. 

o.u9IO·~--o 

0.0-153% 
0.0000~:. 

0.109]% 
0.0·1·1&%, 
0.1288% 
0.1508'% 
0.0·162'% 
0.0992'!-:. 
0.1366'% 
0.4,1·15% 
0.80-19% 
0.47!0'_\;, 
0_08(J()')0 
0.0000% 
0.1083% 
0.0000% 
0. I 317'~-0 
0.0502% 
0.2277% 
0.1019~0 

0.0363%, 
1.1101% 

[9] 

Current 
Dividend 

Yield 

1.!2% 
n/a 

3.17%. 
n/a 

0.8'1'\0 
4.77'\{, 
5.76% 
].68% 
2..15% 
2.23% 
3.4!% 
1.73% 
3.38% 
2.53% 
3.12% 
3.64% 
2.26% 

n/a 
n/a 

1.28% 
0.89% 

n/a 
n/a 

2.3'1% 
I .75')1., 
1.60% 
1.23~(, 

2.62% 
1.76% 
2.99% 
'1.HO% 
,)_.!3'~0 

3.98% 
2.1'1~0 

!.35')0 
1.66% 
1.90%. 
2.13% 
1.89'!-:. 

n!a 
3.45% 
1.66'}(, 
0.81% 
2.40% 
2.06% 
1.61% 
3.70% 
2.58% 

flO[ 

BEst Long­
Term Growth 

Estimate 

9.00% 
18.15% 
9.31% 
1·1.18% 
12.44'% 
9.34% 
3.00% 
14.27'% 
!2.!0% 
11.73% 
8.22% 
7.94'% 
H.92% 
6.22% 
7.02% 
10.55% 
7.18% 
5.00% 
24.58% 
17.53% 
7.00'% 
]8.02'% 
18.02% 
11.00% 
17.25'% 
11.73'% 
16.95'~--;, 

u!u 

9.50% 
11.20'% 
3.0]')·(, 
5.68% 
!2.30'% 
9.6·1%. 
6.00% 
5.65% 
I 5.42% 
10.05% 
8.10% 
12.70% 
6.00% 

n/a 
9.62% 
5.70'!,0 
11.78% 
13.2m 
5.00'% 
8.3·1% 

Case No. PU-15-~ 
Exhibit No.~(JSG-2) 

Schedule 5 
Pagc5ofll 

[Ill f12] 
Market 

Market Capitalizntion· 
Capitalization· Weighted 

Weighted BEst Long-
Dividend Tenn Growth 

Yield Estimate 

0.0005% 
n!a 

0.0117% 
n/a 

0.0018% 
0.0080% 
0.0025%, 
0.0009% 
0.0011'~,;, 

0.002-1'% 
0.0023% 
0.0051% 
0.0546'% 
0.0037'% 
0.0061%, 
0.01 19'% 
0.0022'% 

n!a 
n/a 

0.0065%. 
0.0004% 

n/a 
n!a 

0.001·1% 
0.0038% 
0.0015'% 
0.0006% 
0.0000% 
0.0019'.'-0 
0.0013~:. 

0.0062% 
0.0067% 
0.0018'% 
0.0021% 
0.0018'% 
0.0074% 
0.0153% 
0.0100% 
0.0016%, 

n/a 
0.0037% 
0.0000% 
0.00! 1% 
0.0012% 
0.00·17%, 
0.0016%. 
0.0013% 
0.0287% 

0.0()<1()% 
0.0000'% 
0.03,12% 
o.oooo~;, 

0.0273%, 
0.0157% 
0_0013% 
0.0036% 
0.0055% 
0.012'1~:. 

0.0055')0 
0.023-1'% 
0.1440% 
0.0091% 
0.0138'!-'0 
0.0345% 
0.0069%. 
0.0000% 
0.0000% 
0.0888% 
0.0032% 
0.0000%. 
0.0000% 
0.0063% 
0.0372% 
0.0107% 
0.0077% 

n!a 
0.0104% 
0.0050% 
0.0039% 
0.0086'% 
0.0057% 
0.0096'!,;, 
0.0082% 
0.0251% 
0.1141% 
0.0473% 
0.0()70% 
0.0000% 
0.0065% 

n!a 
0.0127% 
0.0029% 
0_0268% 
0.0135% 
0.0018% 
0.0926% 



S&P 500 

Company 

lntercon!inental Exchange Inc 
hnemationnl Business Machines Corp 
lntcmational Flavors & Fragrances Inc 
lntemationul Paper Co 
lntcrpuhlic Group of Cos lncfrhc 
Intuit Inc 
Intuitive Surgical Inc 
lnvesco Ltd 
Iron Mountain Inc 
Jacob~ Engineering Group Inc 
JM Smucker Co!The 
Johnson & Johnson 
Johnson Controls Inc 
Joy Global Inc 
JP!"vlorgan Chase & Co 
Juniper ~ctworks Inc 
Kansas City Southern 
Kellogg Co 
Keurig Green Mountain Inc 
KcyCorp 
Kimberly-Clark Corp 
Kimco Realty Corp 
K.inder Morgan Inc/DE 
KLA-Tcncor Corp 
Kohl's Corp 
hlnft Foods Group Inc 
Kroger CotThc 
L Brands Inc 
L-J Communications Ho!din_gs Inc 
Labormory Corp of America Holdings 
Lam Hcscarch Corp 
Legg Milson Inc 
Lcggc11 & Platt Inc 
Lcnnar Corp 
Leucadia National Corp 
Level 3 Communications Inc 
Lincoln National Corp 
Lincnr Technology Corp 
Lockheed Martin Corp 
Loews Corp 
Lorillanllnc 
Lowe's Cos Inc 
LyondeliBase!llndusl!ics NV 
M&T Bank Corp 
Macerich Cofrhc 
Macy's !nc 
Mallincbodt PLC 
Marathon Oil Corp 

Ticker 

ICE 
IBM 
IFF 
IP 

lPG 
INTU 
1SRG 
IVZ 
IRM 
JEC 
SJM 
JNJ 
JCI 
JOY 
JPM 

JNPR 
KSU 

K 
GMCR 
KEY 
KMB 
KIM 
KMI 

K.LAC 
KSS 

KRFT 
KR 
LB 
U.L 
Ul 

LRCX 
LM 
LEG 
LEN 
LUK 
LVLT 
LNC 
LLTC 
Uv!T 

L 
LO 

LOW 
LYB 
MTI3 
MAC 

M 
MNK 
MRO 

Montana-Dalmta Utilities Co. 

Marl;:ct DCF Cnlculution as or November 30, 2014 

ill 

Dividend 
Yield 

2.26% 

lSI 

Shares 
Outstanding 

(million) 

112.707 
989.660 

80.972 
1123.614 
,]18.229 
285.'196 

36.252 
4JO. 828 
193.704 
130.553 
10!.817 

2,799.110 
666.189 

98.176 
3,738.189 

·132.569 
110.360 
355.03·1 
162.010 
866.325 
372.455 
411.425 

1,028.230 
164..177 
204.668 
588.824 
49!.091 
292.351 
85.133 
84.500 

158.960 
I 14.110 
137.6:!5 
173.942 
368.'129 
335.961 
259.790 
238.532 
315.925 
3711.144 
360.020 
987.1 \0 
500.668 
132.112 
140.7\6 
353.127 
]16.279 
67·1.897 

[2[ 

DiYidend 
Yieldx 

(1 + 0.625g) 

2.41% 

[61 

Price 

223.820 
161.540 
101.460 
52.950 
20.250 
9..\.120 

513.730 
40.190 
38.830 
·15.970 

102.780 
\08.030 
49.180 
50.290 
60.000 
21.760 

115.470 
66.090 

139.010 
13.\80 

115.910 
25.MO 
40.9·10 
68.860 
57.530 
59.920 
59.820 
80.790 

!23.900 
104.040 
81.710 
56.040 
·11.690 
,)6.270 
22.600 
48.730 
55.6 ]{} 
45.'150 

191.100 
41.230 
63.250 
63.1fl0 
76.810 

12<1.200 
79.000 
63.190 
88.220 
28.990 

Ill 

Expected 
Growth Rate 

(g) 

10.31% 

171 

Second;uv 
Marl(et­
lnvestor 
Required 
Return 

12.72'Y,, 

[S[ 

Market Percent of 
Capitalizmion Total Market 

($million) Capitu!izution 

25,226 
159,870 

8,215 
22,·130 

8,·169 
26,871 
18,624 
17,358 
7,522 
6,002 

10,465 
302,388 

32,763 
·1,937 

224,291 
9,413 

12,7·13 
23,-16-1 
22,521 
11,'11 !l 
43,171 
10,549 
·12,096 
I 1,326 
11,775 
35,282 
29,377 
23.619 
10,548 
8,791 

12,989 
6,395 
5,738 
8,0·18 
8,326 

16,371 
14,4·17 
10,841 
60,373 
15,426 
22,771 
62,346 
38,1156 
16,1108 
11,! 17 
22,314 
10,258 
\9,565 

0.1558')-b 
0.9875% 
0.0507~-;, 

0.1385% 
0.0523% 
0.1660% 
0.0000% 
0.1072•:--o 
0.0465% 
0.0000~;, 

0.0646'!-0 
1.8678'% 
0.2024% 
0.0305% 
1.3854%, 
0.0581%, 
0.0787% 
0.1·149% 
0.1391% 
0.0705% 
0.2667% 
0.0652% 
0.2600% 
0.0700% 
0.0727% 
0.2179% 
0.1815% 
0.1·159% 
0.0652'% 
0.0000% 
O.Oll02%, 
0.0395%, 
O.OOOOq;, 
0.0497% 
0.0000•);, 
0.0000~.;, 

0.0892% 
0.0670<)-;, 
0.3729% 
0.0000% 
0.1407% 
0.3851% 
0.2375% 
0.1014% 
0.0687% 
0.1378% 
0.0000'% 
0.1208·~:. 

[9] 

Current 
Dividend 

Yield 

!.Hi% 
2.72% 
1.85% 
3.02% 
1.88% 
1.06'% 

n/a 
2.48%, 
4.89'% 

n/u 
2.49% 
2.59% 
2.11% 
1.59% 
2.67% 
1.84% 
0.97% 
2.97% 
0.83'lh 
1.97'% 
2.90'% 
3.7·1%> 
4.30'% 
2.90% 
2.71 '!'0 
3.67% 
1.211% 
!.68% 
1.94% 

n/a 
0.88'~.-;, 

1.14% 
2.97% 
0.35% 
!.II% 

"I" 
1.44% 
2.38% 
3.14% 
0.61% 
3.1!9% 
1..16% 
3.65%, 
2.25% 
3.29% 
1.98% 

nla 
2.1JO% 

[10] 

BEst Long­
T enn 0r0\\1h 

Estimate 

15.78'% 
8.80% 
10.63% 
8.40% 
9.97% 
1-1.87% 
8.90% 
13.26% 
11.00% 
10.52'% 
5.10% 
6.!:~9% 

12.86'% 
9.65% 
5.95% 
l0.o2'Jii 
19..12% 
6.10% 
15.83% 
6.98% 
7.49'% 
3.99% 
9.00% 
4.53~:. 

6.65% 
7.39% 
11.07% 
12.07% 
5.39'~·" 

\0.07'% 
5.24% 
17.32% 

n/a 
16.50% 

n/a 
30.94% 
11.52% 
9.51% 
8J8% 

n/a 
9.26% 
\6.34% 
6.50% 
5.-15% 
-1.36% 
9.58'% 

23.99'.\j, 
10.8·1% 

Caoe No. PU-IS­
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fill 

Market 
Capitalization· 

Weighted 
Dividend 

Yield 

0.0018% 
0.0269% 
0.0009% 
0.00112% 
0.00!0% 
0.0018% 

n/a 
0.0027'% 
0.0023% 

n/a 
0.0016% 
0.0484% 
0.0043% 
0.0005% 
0.0369% 
0.0011% 
0.0008% 
0.0043% 
0.0012% 
0.0014% 
0.0077'% 
0.0024'% 
0.0112'~-0 

0.0020'% 
0.0020% 
0.0080% 
0.0022% 
0.0025%, 
0.00!3%> 

n/a 
0.0007% 
0.0005% 
0.0000% 
0.0002~/(, 

0.0000% 
n/a 

0.0013% 
0.0016% 
0.0117% 
0.0000% 
0.0055% 
0.0056% 
0.0087% 
0.0023% 
0.0023% 
0.0027'!-0 

n/a 
0.0035% 

[12] 
Markel 

Capitalization· 
Weighted 

BEst Long­
Term Growth 

Estimate 

0.0246% 
0.0869% 
0.0054Ur{, 
0.0116% 
0.0052% 
0.0247% 
0.0000% 
0.014:!% 
0.0051% 
0.0000% 
0.0033% 
0.1287% 
0.0260% 
0.0029% 
0.082,1% 
0.0058% 
0.0153%, 
0.0088% 
0.0220% 
0.0049'% 
0.0200% 
0.0026% 
0.0234'}-;, 
0.0032% 
0.0048% 
0.0161% 
0.0201% 
0.0176% 
0.0035% 
0.0000% 
0.0041% 
0.0068'% 

n/a 
0.0081% 

nla 
0.0000% 
0.0103% 
0.0064% 
0.0313% 

n/a 

0.0130% 
0.0629% 
0.0\54% 
0.0055% 
0.0030% 
0.0131% 
0.0000%, 
0.0131% 



S&P 500 

Company 

Mamthon Petroleum Corp 
Maniott International Inc/DE 
Marsh & Mt:Lcnmm Cos Inc 
Martin Marietta Mnterials Inc 
Masco Corp 
MasterCard Inc 
l'vlattel Inc 
McConnick & Co lncl!vl!J 
McDonnld's Cmv 
McGraw !·\ill Financial Inc 
McKesson Corp 
!>.kad Johnson Nutntion Co 
MeadWcstvaco Corp 
Medtronie Inc 
Merck & Co Inc 
MctLife Inc 
Michael Kors Holdings Ltd 
Microchip Technology Inc 
Micron Technology Inc 
Microsoll Cmv 
Mohawk Industries Inc 
Molson Coors Brewing Co 
Mondelcz International Inc 
Monsanto Co 
Monster Beverage Cmp 
Moody's Corp 
Morgan Stanley 
Mosaic Cofl'llc 
Motorolu Solutions Inc 
Mwvhy Oil Corp 
Mylnn lnc/PA 
Nnbors Industries Ltd 
NASDAQ OMX Group lncffhc 
National Oil well Varco Inc 
Navient Corp 
NctApp fnc 
Nctflix Inc 
Newel! Rubbcrmaid Inc 
Newfield Exploration Co 
Newmont Mining Corp 
News Corp 
Next Em Enerl!Y Inc 
Nielsen NY 
NIK.E Inc 
NiSonrce Inc 
Noble Corp pic 
Noble Energy Inc 
Nordstrom Inc 

Montana-Dalmta Utilities Co. 

Mnrl•ct DCF Cnlculntion as of November 30,201-1 

Ill 

Dividend 
Yield 

2.26'Y,, 

lSI 

Shares 
Ontstanding 

Ticker (million) 

MPC 
MAR 
MMC 
MLM 
MAS 
MA 

MAT 
MKC 
MCD 
MHF! 
MCK 
MJN 

MWY 
MDT 
MRK 
MET 

KORS 
MCHP 

MU 
MSFT 
MHK 
TAP 

MDLZ 
MON 
MNST 
MCO 
MS 

MOS 
MSI 

MUR 
MYL 
NBR 

NDAQ 
NOV 
NAY! 
NTAP 
NFLX 
NWL 
NFX 
NEM 

NWSA 
NEE 

NLSN 
NKE 

Nl 
NE 

NBL 
JWN 

280,193 
283.361 
540.899 

67.270 
356,260 

1,11::!.920 
338.827 
117.110 
973.204 
271.500 
231.882 
202.030 
166.717 
984.317 

2,850.873 
1,136.042 

205.911 
200.966 

I ,073..155 
8,242.853 

72.897 
!6].68;] 

I ,679.923 
·18·1.073 
167.638 
208.600 

1,957.'103 
336.965 
2·10.722 
177.'195 
374.274 
289.'139 
167.665 
430.574 
-110.219 
311.693 
60.246 

271.!00 
137.229 
-198.796 
380.-1·16 
436.482 
381.074 
683.95 I 
315.700 
252.259 
361.857 
jlJ2.611 

[21 Ill 141 

Di,.idend Expected 
Yield x Growth Rate 

Secondm)' 
Market 
Investor 
Required 
Return ( l + 0.625g) (g) 

2.41% 

[61 

Price 

90.790 
77.-150 
56.480 

115.670 
23.9·10 
87.460 
30.570 
73.910 
95.780 
92.920 

208.800 
103.920 
44.310 
73.870 
60.520 
54.'100 
73.320 
4-L730 
34.990 
,18.620 

151.990 
75.850 
38.980 

I !8.850 
I I 1.300 
99.670 
35.100 
-14.720 
65.4-10 
·19.030 
57.790 
12.910 
;14.270 
66.'160 
20.910 
41.980 

341.810 
36.020 
26.110 
19.660 
15.560 

104.8]() 
-12.260 
97.690 
41.510 
17,900 
-19.700 
75,650 

10.31% 12.72'% 

[71 [HI 

Market Percent of 
Capitalization Total Market 

($million) Cnpitalization 

25,439 
2!,9,16 
30,550 

7,781 
8,529 

97,336 
10,358 
8,656 

93,2!3 
25,228 
48,417 
20,995 

7,387 
72,711 

I 72,535 
61,801 
15,097 
8,989 

37,560 
,100,768 

II ,080 
12,2M 
65,483 
57,532 
I 8,658 
20,791 
68,705 
15,069 
15,753 
8,703 

21,629 
3,737 
7,423 

28,616 
8,578 

13,085 
20,593 

9,765 
3,583 
9,806 
5,920 

45,748 
16,104 
66,815 
13,105 
4,515 

17,98-1 
1•1,571 

0.1571% 
0.1356%. 
0.1887% 
O.O.J.8!% 
0.0527% 
0,6012% 
0.0640%. 
0.0535% 
0.5758% 
0.1558'% 
0.299]~(, 

0.1297% 
O.Do156'JD 
0.4•191% 
1.0657%. 
0.3817% 
0.0000% 
0.0555% 
0.0000'% 
2.4754% 
0.0000% 
0.0758% 
0.-1045~··0 

0.3554% 
0.()()00% 
0.1284'~·;, 

0.424-1";0 
0.0931% 
0.0973% 
0.0538'~·<, 

0.0000% 
0.023]% 
0.0-158% 
0.1768% 
0.0000'% 
0.0808'% 
0.0000% 
0.0603% 
0.0000% 
0.0000% 
0.0000'\-<, 
0.2826% 
0.0995% 
0.4!27% 
0.0809% 
0.0279% 
0.1!1]%, 
0.0900% 

1'1 

Current 
Dividend 

Yield 

2.20% 
1.03% 
1.98% 
1.38% 
1.50% 
0.50% 
4.97% 
2.16% 
3.55% 
1.29% 
0.4(,% 
1.44')·;, 
2.26% 
1.65% 
2.97'~{, 

2.57'% 
n/a 

3.19~0 

n/a 
2.55% 

n/a 
1.95% 
1.54% 
],65% 

n/a 
1.12% 
1.1•1'% 
2.2.J.'!·:) 
2.08% 
2.86% 

n/a 
1.86% 
1.36'h, 
2.77% 
2.87% 
1.57% 

n/a 
1.89% 

n/a 
0.51'% 

n/a 
2.77% 
2.37% 
1.15% 
2.51% 
8.38% 
1.45% 
1.74% 

1101 
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1111 [12] 
Market 

Market Capitalizmion· 
Capitalit~ltion- Weighted 

BEst Long- Weighll:d 13Est Long-
Term Growth Dividend Term Growth 

Estimate Yield Estimate 

12.60% 
10.63% 
12.70% 
19.3-1% 
11.13% 
17.07% 
7.50% 
7.60% 
7.49% 
12.50'% 
15.10% 
10.38% 
8.10%. 
7.78% 
6.60'% 
11.14% 
21.53% 
10.70% 
12.54% 
9.22% 
9.35'~·'0 

4.62%. 
9.80% 
10.78% 
2-1.20% 
13.50% 
27.5 3% 
10.60% 
4.43% 
7.37% 
13.15'~·0 

37.42% 
9.91% 
9.36% 

n/n 
12.80% 
30.80% 
9,98% 
11.00% 
-2.00% 
8.30%. 
6.21% 
16.17% 
!3.00% 
·1.08'% 
1.80% 

!1.15%. 
9.89~ .. ;, 

0.0035% 
0.0014% 
0.0037':'-'u 
0.0007% 
0,0008% 
0.0030% 
0,0032% 
0.0012% 
0.0204% 
0.0020% 
0.0014'% 
0.0019% 
0.0010%. 
0.0074'){, 
0.0317% 
0.0098% 

n/a 
0.0018% 

n/a 
0.0631% 

n/a 
0.0015% 
0.0062%. 
0.0059% 

n/a 
0.001·1')·0 
0.00-18')'{, 
0.0021% 
0.0020%. 
0.0015%> 

n/a 
0,000,1% 
0.0006%. 
0.0049% 
0.0000% 
0.0013%. 

n/a 
0.0011% 

n/a 
0.0000% 

n/a 
0.0078'!.(, 
0.0024% 
0.00-17% 
0.0020% 
0.0023% 
0.0016% 
0.0016% 

0.0198% 
0.01•W% 
0.0240'% 
0.0093% 
0.0059%, 
0.1026'% 
0.0048% 
0.00-11% 
O.O.J.31% 
0.0195";0 
0.0452% 
0.0135% 
0.0037% 
0.0349% 
().0703% 
0.0·125% 
0.0000% 
0.0059'% 
0.0000':'-:. 
0.2281% 
0.0000% 
0.0035% 
0.0396% 
0.0383% 
0.0000% 
0.0173% 
0.1168% 
0.0099% 
0.0043% 
0.00•10% 
0.0000'% 
0.0086% 
0.00·15% 
0.0165'!·0 

n/a 
0.0103% 
0.0000% 
0.0060% 
0.0000% 
0.0000";(, 
0.0000% 
0.0175% 
0.0161% 
0.0537% 
0.0033~ .. :. 
0.0005~:, 

0.0124% 
0.0089~''' 



S&P 500 

Compnnv 

Norl'olk Southern Corp 
Northeast Utilities 
Nonhem Trust Corp 
Northrop Grumman Corp 
NRG Energy Inc 
Nucor Corp 
NVIDIA Corp 
O'Reilly Automotive Inc 
Occidental Petroleum Cor]l 
Omnicom Group Inc 
ONEOK Inc 
Oracle Corp 
Owens-!llinois Inc 
PACCAR Inc 
Pall Corp 
Parker-IIanni!in Corp 
Pa!lerson Cos Inc 
Payche.~ Inc 
Pcntair Pl.C 
People's United Financial Inc 
Pepco Holdings lm: 
PepsiCo Inc 
PcrkinEhner Inc 
!'enigo Co PLC 
PetSmart Inc 
Pfizer Inc 
PG&E Corp 
Philip Morris lntemutionallnc 
Phillips 66 
Pinnacle West Capital Coq1 
Pioneer Natural Resources Co 
Pitney Bowes Inc 
Plum Creek Timber Co Inc 
PNC Financial s~rvices Group lncn-he 
PPG Industries Inc 
PPL Corp 
Praxair Inc 
Precision Castpm1s Corp 
Price! inc Group lncn-he 
Principal Financial Group Inc 
Procter & Gamble Con-he 
Pmgrcssivc Corp!Thc 
Prologis Inc 
Prudential Financial Inc 
Public Service Enterpris~ Group Inc 
Public Storage 
PulleGroup Inc 
PVI-! Corp 

Ticker 

NSC 
NU 

NTRS 
NOC 
NRG 
NUE 

NVDA 
ORLY 
OXY 
OMC 
OKE 

ORCL 
01 

PCAR 
PLL 
PH 

POCO 
PAYX 
PNR 

PBCT 
POM 
PEP 
PK! 

PRGO 
PETM 
PFE 
PCG 
PM 
PSX 

PNW 
PXD 
PBI 
PCL 
PNC 
PPG 
PPL 
PX 

PCP 
PCLN 
PFG 
PG 

PGR 
PLD 
PRU 
PEG 
PSA 
PHM 
PVH 

Montana-Dalwta Utilities Co. 

Market DCF Calculntion as of November 30,2014 

PI 

Dividend 
Yield 

2.26'!1,, 

151 

Shares 
Outstanding 

(million) 

309.442 
316.799 
235.505 
201.999 
338.109 
319.000 
5-!3.537 
101.445 
775.428 
248.180 
208.198 

-!,431.30-1 
164.910 
354.104 
106.!:!35 
148.645 
104.260 
362.828 
I 86.794 
307.970 
251.907 

1,-196.606 
112.963 
1-!0.777 
99.411 

6,300.657 
1175,088 

1,553.715 
553.513 
I 10.450 
148.898 
200.990 
175.892 
526.210 
137.235 
665_072 
291.373 
142.533 
52.356 

293.667 
2,702.119 

589.207 
499.989 
,156.000 
506.044 
172.726 
370.768 

82.393 

[21 Ill 141 

Dividend Expected 
Yield x Growth Rate 

Secondary 
Market 
Investor 
Required 
Return (I + 0.625g) (g) 

2.41% 

]fi] 

Price 

106.360 
50.690 
66.780 

138.760 
30.860 
53.280 
20.580 

I 81.520 
79.'150 
77.210 
51.950 
'12.080 
25.650 
67.490 
95.960 

127,660 
47.960 
47.300 
62.750 
14.680 
27.470 
99.670 
45.380 

158.190 
78.610 
31.260 
50.620 
86.500 
71.860 
63.600 

1·14.8110 
24.060 
111.600 
86,590 

219.870 
35.600 

127.560 
235.970 

1,153.200 
52.660 
90.080 
27.100 
42.310 
83.710 
41.630 

186.260 
21.680 

122.090 

10,31'% 12.72'% 

[71 181 

Market Percent of 
CapitalilJttion Total Market 

($million) Capitalization 

32,912 
16,059 
15,727 
28,029 
10,43,1 
16,996 
11,18(J 
1 8,·11·1 
61,608 
I 9,162 
l 0,816 

186,469 
4,230 

23,898 
10,252 
18,976 
5,000 

17,162 
11,721 
4,521 
6,9.20 

1·19,167 
5,126 

22,270 
7,815 

196,959 
2-1,0-19 

134,396 
39,775 
7,025 

21,566 
.[,836 
7,317 

45,565 
30,174 
23,677 
37,168 
33,63-! 
60,377 
15,465 

2'13,,107 
15,968 
21,155 
38,172 
21,067 
32,172 

8,038 
10,059 

0.2033% 
0.0992%, 
0.0971% 
0.1731 ')-0 
0_06·14'~-il 

0.1050% 
0.0691% 
0.0000% 
0.3805'% 
0.1184% 
0,0668% 
1.1518% 
0.0000%, 
0.1<176% 
0.0633(~-U 

0.1172% 
0.0309'% 
0.1060% 
0.0724% 
0.0279%, 
0.0427% 
0.9214')0 
0.03!7% 
0.1376% 
0.0483% 
1.2166%, 
0.1485% 
0.8301% 
0.2457%, 
0.0434% 
0.1332·~-0 

0.0000% 
0.0452%, 
0.281,1% 
0.1864% 
o.l4fJ2~--o 

0.22Y6% 
0.2077·~-0 

0.()000% 
0_0955'% 
1.5035'% 
0,0986% 
0.1307% 
0.2358'\0 
0.1301% 
0.1987% 
0.0497'% 
0.0621% 

]9] 

Current 
Dividend 

Yield 

2.14% 
3.10% 
1.98% 
2.02% 
1.81% 
2.78% 
1.65% 

n/a 
3.62% 
2.59% 
4.5-1% 
1.14";0 

n/u 
1.30% 
1.27% 
1.97% 
I.G7%, 
3.21% 
1.91% 
4.50% 
3.93% 
2.63% 
0.62% 
0.27% 
0.99% 
3.33% 
3.60% 
4.62% 
2.78% 
3.74% 
0.06% 
3.12% 
4.23'% 
2.2.2'% 
1.22% 
4.19% 
2.04% 
0.05% 

n/a 
2.58% 
2.86% 
1.82% 
3.12% 
2.77~--;. 

3.56'% 
3.01% 
1.·18'% 
0.12% 

]I OJ 

BEst Long­
Tcnn Growth 

Estimate 

12.93% 
6.50% 
9.27% 
6.22% 

39.1-1% 
7.33'% 
10.59% 
19.19% 
8.00% 
7.85% 
13.55% 
9.67% 
4.22'% 
9.30% 
11.56% 
9.19'% 
11.33% 
9.90'% 
105% 
11.57'!.-U 
6.96'% 
7.83% 
11.81% 
12.15% 
13.91% 
2.30% 
7,00% 
6.50% 
7.73% 
-1.64% 
18.00% 

n/u 
6.60% 
5.21'% 
8.13% 
4.40% 
9.45% 
10.10% 
22.80% 
!3.50% 
8.53% 
8.25'% 
7.00'% 
10.67% 
3.56% 
4AI% 
6.92% 
10.05'!:. 

Case No. PU-IS­
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Jill [121 
Market 

Market Capitalization· 
Capitalization· Weighted 

Weighted BEst Long-
Dividend Term Growth 

Yield Estimate 

0.0044'% 
0.0031% 
0.0019% 
0.0035% 
0.0012% 
0.0029% 
0.001 J",t. 

n/a 
0.0138% 
0,0031'% 
0.0030% 
0.0131% 

n/a 
0.0019% 
0.0008% 
0.00.23% 
0.0005% 
0,0034'% 
0.0014% 
0.0013% 
0.0017% 
0.02112% 
0.0002% 
0.0004% 
0.0005% 
0.0405% 
0.0053% 
0.0384% 
0.0068% 
0.0016% 
0.0001% 
0,0000% 
0.0019% 
0.0062% 
0.0023% 
0.0061% 
0.0047~--;. 

0.0001'% 
n/u 

0.0025% 
0.0430'% 
0.0018% 
0.00111'% 
0.0065% 
0.0046'!>·0 
0.0060% 
0.0007% 
0.0001% 

0.0263% 
0.00611% 
0.0090% 
0.0108% 
0.0252% 
0.0077% 
0.0073% 
o.oooo'!.-a 
0.0304% 
0.0093% 
0.0091% 
0.1113% 
0.0000% 
0.0137% 
0.0073% 
0.0108% 
0.0035'% 
0.0105'% 
0.0104% 
0.0032'.\U 
0.0030% 
0.0722'% 
0.0037% 
0.0167% 
0.0067% 
0.0280% 
0.01011% 
0.0540'~--0 

0.0190% 
0.0020% 
0.0240% 

n/a 
0.0030% 
0.0147'% 
0.0151'!·<· 
0.0064% 
0.0217% 
0.0210% 
0.0000% 
0.0129% 
0.1282% 
0.0081% 
0.0091% 
0.0252% 
0.0046% 
0,0088% 
0,003,1% 
0,0062% 



S&P 500 

Company 

QEP Resources Inc 
QUALCOMM Inc 
Quam a Services Inc 
Quest IJiat,.'lJOStics Inc 
Ralph Lauren Corp 
Range Resources Corp 
Rnytheon Co 
Red llatlnc 
Rcgencron Pharmaceuticals Inc 
Regions Financial Corp 
Republic Services Inc 
Reynolds American Inc 
Robert Half International Inc 
Rockwell Automation Inc 
Rockwell Collins Inc 
Roper Industries Inc 
Ross Stores Inc 
Ryder System Inc 
Safeway Inc 
salesforce.eom inc 
SanDisk Corp 
SCANA Corp 
Schlumbcrger Ltd 
Scripps Networkslmeractivc Inc 
Scagate Technology PLC 
Scaled Air Corp 
Scmpra Encfh'Y 
Sherwin·Willimns Cofrhc 
Si!,.'lllil-Aldrich Corp 
Simon Property Group Inc 
Snap-on Inc 
Southern Cofrhe 
Southwest Airlines Co 
Southwcstem Energy Co 
Spectra Energy Corp 
St Jude Medica! Inc 
Stanley Black & Decker Inc 
Staples Inc 
Starbucks Corp 
Starwood 1-lote!s & Resm1s Worldwide lm 
State Street Corp 
Stcricyclc Inc 
Stryker Corp 
Sun Trust Banks Inc 
S)1llllll1CC Cot]) 

Syscn Cmv 
T Rowe Price Group Inc 
Target Corp 

Ticker 

QEP 
QCOM 
PWR 
DGX 

RL 
RRC 
RTN 
Rl-IT 

REGN 
RF 

RSG 
RAl 
RI-ll 
ROK 
COL 
ROP 

ROST 
R 

SWY 
CRM 
SNOK 
SCG 
SLB 
SNI 
STX 
SEE 
SRE 
SI-JW 
SIAL 
SPG 
SNA 
so 

LUV 
SWN 

SE 
STJ 

5\VK 
SPLS 
SBUX 
HOT 
srr 

SRCL 
SYK 
STI 

SYMC 
SYY 

TROW 
TOT 

Montana-Dalwta Utilities Co. 

Murlict DCF Culculution us of November 30, 2014 

Ill 

Dividend 
Yield 

2.26%, 

!51 

Shares 
Outstanding 

(million) 

180.1·19 
l ,662.60 [ 

212.464 
14·1.534 
ld .42·1 

168,701 
308.368 
187.812 
99.692. 

I ,376.475 
355.539 
531.28·1 
135.958 
135.771 
J32_l).j(, 

100.15S 
209.832 

53.040 
230.500 
631.000 
220.649 
142.550 

1.286.794 
l 02.795 
327.2.39 
211.158 
246.218 

95.998 
119.085 
31·1.315 

58.108 
899.813 
678.744 
353.115 
671.000 
285.913 
156.652 
639.802 
7,18.300 
178.575 
·117.495 

8·LlJ24 
378.321 
521.456 
(,90, 147 
587.884 
259.388 
636.964 

121 

Dividend 
Yields 

(! + 0.625[.!:) 

2.41'~, 

161 

Price 

21,090 
71.790 
28.500 
64.680 

181.2.80 
65.350 

106.280 
6!.510 

408.720 
9.770 

39.240 
65.650 
55.!:!30 

111.620 
84.880 

155.790 
90,160 
91.980 
34.790 
59.080 

]02..860 
57.410 
84.840 
77.910 
65.9·15 
38.610 

109.2.70 
243.070 
U6.110 
180.380 
133.'170 
47.690 
40.500 
31.200 
37.040 
67.330 
93.550 
13.890 
80.850 
77.'100 
76.02.0 

!29.610 
92..960 
38,850 
26.350 
'10.2,10 
!:!2.61 0 
72.750 

131 

Expected 
Growth Rate 

(g) 

10.31% 

171 

Market 

141 
Secondary 

Market 
Investor 
lkquircd 
Return 

12.72%, 

!HI 

Percent of 
Capitalization Total Market 

(Smillion) Cnpitaliz:ttion 

3.799 
119.358 

6,055 
9.3·18 

11.135 
11.02.5 
32.773 
11,553 
40,746 
13,4,18 
13.951 
34,879 
7,591 

15,155 
11,2.84 
15,604 
18,918 
4,879 
8,019 

37.279 
22,696 

S,\84 
109,172. 

8.009 
21,580 

!:!,153 
26.904 
23,334 
!6,209 
56.696 
7,756 

'12.,912 
2.7,·189 
11,017 
2·1,S5·1 
!9,251 
!4,655 
8,887 

(j(),500 
13,822 
31,738 
II ,007 
35,169 
20,259 
18, l 85 
23,(l56 
:l I ,.128 
46,339 

0.02.35% 
0.7372'% 
0.0000% 
0.0577% 
0.0688% 
0.061:!1% 
0.202.4% 
0.0000')-;, 
0.0000% 
0.0831 "1;) 

0.0862% 
0.215,1·~--o 

0.0469% 
0.0936% 
0.0697% 
0.0964% 
0.1 \69'!--D 
0.0301% 
0.0495'% 
0.0000% 
0.1·102% 
0.0505'% 
0.6743'% 
0.0·195% 
0.1333% 
0.0504% 
0.1662% 
0.1·1'[] '){, 
0.1001% 
0.3502% 
0.0479% 
0.2651% 
0.1698% 
0.0000% 
0.1535% 
0.1189% 
0.0905% 
o.o549·~--o 

0.3737% 
0.0854% 
0.1960% 
0_0000% 
0.2172% 
0.1251 ·~--;, 

0.1113% 
0,\,Hil% 
0.!324'% 
0.2862'~,;, 

!9] 

Current 
Dividend 

Yield 

OJH% 
2.3·1'% 

nln 
2.04%> 
0.99% 
0,24% 
2.28% 

n/a 

n/a 
2.05% 
2.85% 
4.08% 
1.29% 
2.33% 
1.41% 
0.51% 
0.89% 
1.61% 
2.64'~-0 

n/a 
1.17% 
3,66% 
1.89% 
1.03% 
3.28% 
1.35% 
2..12% 
0.91% 
0.68% 
2.88% 
1.59% 
'1..10%. 
0.59% 

n/a 
'1.00% 
1.60% 
2.22'~-" 

3.46% 
1.58% 
1.81% 
1.58')-;, 

n/a 

1J ~~-·· 
2.06% 
2.28% 
:1.98% 
:1.13% 
2.86% 

1101 

BEst Long­
Tenn Gnm1h 

Estimate 

15.00% 
13.37% 
10.58'% 
8.87% 
12.58% 
29.65% 
8.00% 
16.72% 
18.91 ')-;, 
4..15% 
4.35% 
6.85% 
16.49% 
10.35% 
9.96% 
12.13% 
11.28% 
13.20% 
9.33~:. 

22.26% 
12.10% 
6.25% 
14.36% 
11.80% 
9.00%, 
!2.2.7% 
7.65% 
!0.00% 
8.50% 
5.46% 
·1.40% 
4.10% 
20.37% 
17.\3% 
8.30% 
I !.61%, 
10.33% 
2.32'% 
18.06% 
9.63% 
9.80% 
14.92% 
\0.43% 
8.16% 
7.65% 
9.84% 
12.36% 
11.2.1% 

Case No. PU-15-~ 
Exhibit No._(JSG-2) 

Schedule 5 
Pngc9ufll 

1111 [12] 
Market 

Market Capitalization· 
Capitalization· Weighted 

Weighted BEst Long-
Dividend Tenn Grmnh 

Yield Estimate 

0.0001% 
0.0173% 

n/n 
0.0012% 
0.0007% 
0.0002% 
0.00,\6% 

n/a 
n/a 

0.0017'% 
0.0025% 
0.0088% 
0.0006%, 
0.0022% 
0.0010% 
0.0005% 
0.0010')·0 
0.0005%, 
0.0013% 

n/a 
0.0016% 
0.00\ll% 
0.0127'~.-;, 

0.0005% 
0.0044% 
0.0007% 
0.00,10% 
0.0013% 
0.0007% 
0.0101% 
0.0008% 
0.0117% 
0.0010')·0 

n/u 

0.0061% 
0.0019%, 
0.0020% 
0.0019%, 
0.0059% 
0.0015% 
0,0031%, 

n/a 
0.0029% 
0.0026% 
0.002M-;, 
0.0044% 
0.002.8% 
0.0082% 

0.0035% 
0.0985% 
0.0000% 
0.0051% 
0.0086% 
0.0202.'% 
0.0162'% 
0.0000% 
0.0000% 
0.0037%, 
0.0037% 
0.0148% 
0.0077% 
0.0097% 
0.0069% 
0.0117'% 
0.0132'}'o 
0.0040% 
0.0046%, 
0.0000% 
0.0170'~-U 

0.0032')6 
0.0968% 
0.0058'% 
0.0120% 
0.0062% 
0.0127% 
0.0144% 
0.0085% 
0.0191% 
0.0021% 
0.0109% 
0.0346% 
0.0000% 
0.012.7% 
0.0 138'% 
0.0094% 
0.0013% 
0.0675% 
0.0082% 
0.0191% 
0.0000% 
0.022.7% 
0.0102.% 
0.0086% 
0.01,1·1~-·· 

0.016,1% 
0.0321~0 



S&P SOil 

Company 

TE Connectivity Ltd 
TECO Ent:rgy Inc 
Tenet Hcnhhcan: Corp 
Teradatn Corv 
Tesoro Corp 
Texas Instruments Inc 
Textron Inc 
Thermo Fi:;hcr Scicntiric Inc 
Tiffany& Co 
Time Warner Cable Inc 
Tinw Wamer Inc 
TJX Cm lnc!The 
Torchmark Corp 
To1al System Services Inc 
Tmctor Supply Co 
Transotean Ltd 
Travelers Cos lncffhe 
TripAd\'isor Inc 
Twenty-First Century Fox Inc 
Tyco lntemational Plc 
Tyson Foods Inc 
Under Annour Inc 
Union Pacific Corp 
United Pared Service Inc 
United Rcn1als Inc 
United Technologic~ Corp 
Unitcdl-lcalth Group Inc 
Universal Health Services Inc 
Unum Group 
Urban Outfillers Inc 
US 13ancorpflv1N 
Valero Energy Cmv 
Varian Medical Systems Inc 
Vcntas Inc 
Veri Sign Inc 
Vcrizon Communications Inc 
Vertex Phamwceuticals Inc 
VF Corp 
Viacurn Inc 
Visa Inc 
Vornado Realty TnJst 
Vulcan Materials Co 
\Val-Mart .'itores Inc 
Walgreen Co 
Walt Disney Cofl'he 
Waste Management Inc 
Waters Corp 
Well Point Inc 

Ticker 

TEL 
TE 

THC 
TDC 
TSO 
TXN 
TXT 
TMO 
TIF 

TWC 
TWX 
TJX 
TMK 
TSS 

TSCO 
RIO 
TRY 
TRfP 
FOXA 
TYC 
TSN 
UA 

UNP 
UPS 
URJ 

UTX 
UN I-I 
UI-IS 
UNM 

URBN 
USB 
VLO 
VAR 
VTR 

VRSN 
V7. 

VRTX 
VFC 

VIA\3 
v 

VNO 
VMC 
WMT 
WAG 
DIS 
WM 
\VAT 
WLP 

l\'lontana-Dakota Utilities Co. 

Murket DCF Calculation us of November 30, 201-t 

[lj 

DividetJd 
Yield 

2,26'Y,, 

[5) 

Shares 
Outstanding 

{million) 

406.676 
234.692 

98.280 
153.000 
126.245 

1,056.300 
276.049 
400,025 
12lJJ54 
280.494 
838.486 
6lJ2.942 
128.643 
185.898 
135.'JJ9 
362_2,12 
331.396 
130.124 

1,357.6(}2 
1118.466 
305.657 
176.022 
889.099 
702.34·1 
99.808 

911.(i5fl 
959,791 

91.681 
251.992 
134.336 

1,789.386 
52\.245 
99.979 

294.318 
121.090 

•1,WJ.724 
2·10.522 
431.872 
359.591 
•193.202 
187.735 
131.703 

3,223.190 
945.496 

I ,695.711 
457.92! 

83.276 
269.941 

[2) 

Dividend 
Yield x 

(I _,_ 0.625g) 

2.41 cy,, 

[6] 

Price 

61580 
\9.770 
46.760 
11·1.'130 
75.310 
54.250 
42.530 

127.960 
\06,800 
148.220 
83.960 
65.230 
53.300 
32.970 
76.420 
19.990 

104.440 
71.050 
37.280 
42.870 
41.310 
69.780 

114.630 
109.790 
106.370 
109_690 
99.060 

103.880 
32.930 
31.2·10 
43.620 
·18.900 
88.270 
72.420 
58.710 
50.030 

116.850 
73.700 
711.160 

258.150 
112.110 
6·1.500 
86.220 
67.770 
92.700 
48.490 

115.900 
127.770 

[3] 

Expcc1Cd 
Growth Rate 

(g) 

10,31 o;., 

[7) 

Secondary 
Market 
Investor 
Hequired 
Return 

12.72%. 

[8) 

Market Percent of 
Capitalization To1al Market 

(Smillion) Capitali?.a!ion 

25.856 
·1,640 
•1,5% 
6,798 
9,508 

57,304 
11,7·10 
51.187 
13,815 
.)[,575 
70,399 
·15,201 
6,857 
6,129 

I 0,388 
7.241 

34,611 
9,2·15 

50,611 
17,940 
12,627 
12.283 

101,917 
77,110 
10,617 

100,000 
95,077 

9,52·1 
8,298 
4.197 

78,053 
25,•189 

8,825 
21,315 

7,109 
207,611 
28,\05 
31,829 
26,667 

127,320 
21,047 

8;195 
277,903 

6<1,076 
157,192 
22,205 
9,652 

34,490 

0.1597% 
0.0287% 
0.0000%. 
0.0000%, 
0.0587')'(, 
0.3540% 
0,0725% 
0.3162% 
0.0853% 
0.2568% 
0.43118% 
0.2792~~ 

0.0424%, 
0.0379% 
0.0642'% 
0_0{)()0% 
0.2138·~--;, 

0.0000% 
0.3126% 
0.1108'% 
0.0780'% 
0.0000%. 
0.()295% 
0.'1763% 
0.0000%, 
0.6177% 
0.5873% 
0.0588% 
0.05\3'% 
O_OOOO'l-0 
0.4821'!--0 
0.1574% 
0.0000%, 
0.1317% 
0.0000% 
1.2824% 
0.0000'% 
0.1966'!--U 
0.1647')-:, 
0.780-1% 
0.1300'% 
0.0525'% 
1.7165'% 
0.3958% 
0.9709'% 
0.1372% 
0.0000% 
0.2130'% 

[91 

Current 
Dividend 

Yield 

1.82% 
4.45% 

n/a 
n/n 

\.59% 
2.51% 
0.19'!/0 
0.47% 
1.·12%. 
2.02% 
\.51'!-(, 
1.07~:. 

0.95% 
1.21 "r(, 
0,8•1'!--0 
15.01% 
2.11% 

n/a 
0.67% 
1.68% 
0.97'% 

n/a 
1.7•1% 
2.44% 

n/a 

2.15% 
!.51% 
0.39% 
2.00% 

n/n 
2.25% 
2.25% 

n/a 
4.00% 

n/a 
11.40% 

nla 
1.74~;. 

1.78% 
0.7•1% 
2.60% 
0.37'% 
2.23%, 
1.99'% 
0.93% 
3.09% 

n/a 
1.37% 

[10[ 

BEst Long­
Term Grm\1h 

Estimme 

11.20% 
5.77% 
14.42'% 
10.01'% 
18,67% 
10.58'!-U 
17.08% 
11.69% 
12.49% 
9.16% 
1!.61% 
11.62')-b 
8.05%, 
[[,80% 
16.53%, 

-21.00% 
6.44% 

2•1.41% 
15.05% 
11.50% 
19.00% 
23.37'% 
13.72% 
10.71% 
23.71% 
10.77')0 
10.49% 
9.'11% 
9.00'% 
15.26% 
8.25% 
8.07'!-U 
9.90% 
4.08% 
11.00% 
6.45% 

22.00% 
13.23%, 
1!.59% 
17.83'~" 

10.86% 
6,67'% 
7.20% 
14.1·1% 
10.41% 
7.25% 
9.88%. 
9.47% 

Case No, PU-15-~ 
Exhibit No.~(JSG-2) 

Schedule 5 
Page IOof\1 

Ill I [12] 
Market 

Market Capitalization· 
Capitalization· Weighted 

Weighted BEst Long-
Di\idend Term Growth 

Yit:ld Estimate 

0.0029% 
0.00[3% 

n/a 
n/n 

0.0009% 
0.0089'!,;, 
0.0001% 
0.0015% 
0.0012% 
0.0052% 
0.0066%, 
0.0030% 
0.000•1% 
0.0005% 
0.0005% 
0.{l000% 
0.0045% 

n/a 
0.0021'% 
0.0019'% 
0.0008% 

n/a 
0.0110% 
0.0116% 

"'' 0.0133% 
0.0089% 
0,0002% 
0.0010'% 

n/a 

O.o!08% 
0.0035% 

n/a 
0,0053% 

"'' 0.0564% 
n/a 

0.0034% 
0.0029'% 
0.0058%, 
0.0034% 
0.0002% 
0.0382% 
0.0079%, 
0.0090% 
0.0042% 

"'" 0.0029% 

0.0179% 
0.0017'% 
0.0000% 
0.0000% 
0.01\0% 
0.0374% 
o.on4~-o 

0.0370% 
0.0107% 
0.0235'% 
0.0505% 
0.0324% 
0.0034% 
0.0045% 
0.0106% 
0.0000% 
0.0138% 
0.0000% 
0.0470% 
0.0127% 
0.0148%. 
0.0000% 
0.0864% 
0.05!0% 
0.0000% 
0.0665% 
0.0616% 
0.0055% 
0.0046% 
0,0000% 
0.0398% 
0.0117% 
0.0000% 
0.0054% 
0.0000% 
0.0827% 
0.0000% 
0.0260% 
0.0\91% 
0.1402% 
0.0141% 
0.0035% 
0.!235% 
0.0560% 
0.1011% 
0.0099% 
0.0000% 
0.0202% 



Montana-Dakota Utilities Co. 

Mnrl~:ct DCF Cnlculntionns of November 311,2014 

Ill 121 IJI 1,11 
Secondary 

Market 
Dividend Expected Investor 

Dividend Yield x Growth Rate Required 
Yield (I .,. 0.625g) (g) Retum 

S&P 500 2.26%, 2.41 •x, IO.Jl% 12.72% 

151 [6] 171 JSJ J9J 

Shnres Market Percent of Curren! 
Olltstnmling Capitali1~1tion Total Market Dividend 

Company Ticker (million) Price (Smillion) Capitali741tion Yield 

Wells Fargo & Co WFC 5,187.62·1 53.820 279,198 1.7245% 2.[i0'% 

West em Digital Corp woe 232.230 102. !50 23,722 0.1465'% 1.57% 
Western Union Cotrhe wu 5::!2.627 18.150 9,.186 0.0586'% 2.75% 
Weyerhaeuser Co WY 5206-1 35.160 18,,137 0.1139% 3.30% 
Whirlpool Corp WHR 77.871 185.'150 14:1'11 0.0892% 1.62% 
Whole Foods Market Inc WFM 359.747 48.700 I 7,520 0.1082% 1.07% 

Williams Cos lncrrhe WMB 7-17.-163 50.140 37,478 0.23!5% 4.55%, 

Windstrcmn Holdings Inc WIN 602.763 10.0,10 6,052 0.0000'}(, 9.96'% 

Wisconsin Energy Corp WEC 215.517 49.68() 11,204 0.0692%, 3.1·1% 
WW Grainger Inc GWW 68.183 242.'160 16,532 0.1021% !.78'% 

W}11dharn Worldwide Cmv WYN 123.263 82.460 10,\M 0.0628% 1.70% 

Wynn Rcsons Ltd WYNN 101.350 17<1.500 17,686 0.1092% 3.44% 
Xcel Energy Inc XEL 505.686 3-1.270 17,330 0.!070'% 3.50% 

Xerox Corp XRX 1,1<11.556 13.830 15,788 0.0975'% !.81% 

Xilinx Inc XLNX 264.'155 45.290 11,977 0.07-10% 2.56%. 

XL Group PLC XL 258.05·1 35.370 9,127 0.056<1% 1.81% 

Xylem !nc/NY XYL 181.875 38.4<10 6,991 0.0432~-·;, 1.33% 

Yahoo! Inc Yl-!00 9<17.351 50.100 ·17 ,462 0.0000% n/a 

Yum! Bmnds Inc YUM 437..193 77.380 33,853 0.2091% 2.12'% 
Zimmer Holdings Inc ZMH 169.35·1 II I .470 18,878 0.1166% 0.79% 

Zions Bancorpormion ZION 202.932 27.260 5,532 0.03·12'% 0.59% 

Zoetis Inc Z.TS 50 !.325 4·1.3 70 22,244 0.1374% 0.65% 

Avcra~e for Companies Puying Dh·idends with Positive BEst Lnng-TCI'lll Growth Estim:1tcs 2.14% 

Notes: 
[ l] Equals sum of Column I II] 
[2] Equals Column [I] x (I .,. 0.625 x Column [3]) 
[3] Equnls sum of Column I 12] 
['IJ Equals Column [2] + Column[3] 
[5] Source: Bloomberg Finance L.P. 
[6] Source: Bloomberg Finance L.P. 
[7] Equals Column [5] x Column [6] 

JIOJ 

BEst Long-
Term Growth 

Estimate 

12.36% 
5.00'!:, 
8.29% 
4.00% 

13.47% 
13.66% 
14.00% 
-1.00% 
5.10% 
12.88% 
10.0(}% 
13.95% 
5.25'~0 

8.65% 
8.66% 
1.12% 

11.37% 
1.9'1'~-0 

12.26% 
9.92% 
10.00% 
11.88% 

1[}.4(1% 

Case No. PU-15-_ 
Exhibit No. __ (JSG-2) 

Schedule 5 
Page II of!! 

Jill Jl2J 
Market 

Market Capitali7.ation· 
CapitaliZlltion· Weighted 

Weighted BEst Long-
Dividend Tenn Growth 

Yield Estimnte 

0.04,19% 0.2132% 
0.0023%, 0.0073% 
0.0016% 0.00,19% 
0.0038% 0.0046'!i. 
0.001·1% 0.0209%, 
0.0012% 0.01·18% 
0.0105% 0.0324% 
0.0000% 0.0000% 
0.0022% 0.0035% 
0.0018% 0.0132'.\0 
0.0011'% 0.0063% 
0,0038% 0.01521)-j) 
0.0037% 0.0056% 
0.0018% 0.0084% 
0.0019% 0.006<1'}'0 
0.0010% 0.0006% 
0.0006')·0 0.0049% 

n/a 0.0000%, 
0.004HU 0.0256% 
0.0009'JU 0.0116% 
0.0002% 0.0034% 
0.0009'!·;, 0.0163% 

[8] Equals percent of sum ofCohnnn 171 if Current Dividend Yield docs not equal "n/a" and BEst Long-Tenn Growth Estimate docs not equal "n/a" and is greater than 0% 
[9] Source: Bloomberg Finance L.P. 
[!OJ Source: Bloomberg Finance L.P. 
[II J Equals Column [8] x Column [9] 
[12] Equals Column f8] x Column [ l 0] 



Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Decou piing Mechanisms 

Company Ticker Utility State 

AGL Resources Inc. GAS Atlanta Gas Light Company GA 
AGL Resources Inc. GAS Northem Illinois Gas Company IL 
AGL Resources Inc. GAS Elizabethtown Gas NJ 
AGL Resources Inc. GAS Florida City Gas FL 
AGL Resources Inc. GAS Elkton Gas MD 
AGL Resources Inc. GAS Chattanooga Gas Company TN 
AGL Resources Inc. GAS Virginia Natural Gas, Inc. VA 
Atmos Energy Corp. ATO Atmos Energy Corp. co 
Atmos Energy Corp. ATO Atmos Energy Corp. KS 
Atmos Energy Corp. ATO Atmos Energy Corp. KY 
Atmos Energy Corp. ATO Atmos Energy Corp. LA 
Atmos Energy Corp. ATO Atmos Energy Corp. MS 
Atmos Energy Corp. ATO Atmos Energy Corp. TN 
Atmns Energy Corp. ATO Atmos Energy Corp. TX 
Atrnos Energy Corp. ATO Atmos Energy Corp. VA 
Laclede Group, Inc. LG Laclede Gas Company MO 
New Jersey Resources Corp. NJR New Jersey Natural Gas Company NJ 
Northwest Natural Gas Company NWN Northwest Natural Gas Company OR 
Northwest Natural Gas Company NIVN Northwest Natural Gas Company IVA 
Piedmont Nutural Gus Company, Inc. PNY Piedmont Nuturul Gas Company, Inc. NC 
Piedmont Natural Gas Company. Inc. PNY Piedmont Natural Gas Company. Inc. sc 
Piedmont Natural Gas Company. Inc. PNY Piedmont Natural Gas Company, Inc. TN 
South Jersey Industries, Inc. SJI South Jersey Gas Company NJ 
Southwest Gus Corp. swx Southwest Gas Corp. AZ 
Southwest Gas Corp. SWX Southwest Gas Corp. CA 
Southwest Gas Corp. SIVX Southwest Gas Corp. NV 
WGL Holdings, Inc. WGL WGL Holdings. Inc. DC 
\VGL Holdings, Inc. WGL WGL Holdings. Inc. MD 
WGL Holdings, Inc. \VGL WGL Holdings. Inc. VA 

Total Number of Customers 
Percent with Dccoupling 

#of 

Dccoupling Customers 

y I ,541,000 

N 2,188.000 

N 277,000 

N 104.000 
y 6.000 
y 62,000 
y 281.000 

N 111,354 

N 129,468 

N 170.608 
y 352.766 
y 263.302 
y 134,927 

N 1,867,122 

N 23,335 
y 642,703 
y 497,073 
y 61 1,997 

N 70,730 
y 675,088 
y 133,548 
y 167.617 
y 357,306 
y 1,010,000 
y 185,000 
y 681,000 

N 154,818 
y 443.201 
y 496,090 

13,638,053 

%.~of Total 

Customers 

11.3%) 
16.0% 
2.0%, 

0.8% 
0.0%) 
0.5% 
2.1%) 
0.81% 
0.9% 
1.3%J 
2.6%. 
1.9%, 
J.QlYo 

13.7% 
0.2%, 

4.7% 

3.6% 
4.5%, 

OSVo 
5.0% 

1.0% 
1.21}1, 

2.6% 

7.4% 
1.4% 

5.0% 

1.1% 
3.2% 
3.6% 

62.6% 
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Exhibit No._(JSG-2) 

Schedule 6 
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Company Ticker 

AGL Resources Inc. GAS 
Atmos Energy Corporation ATO 
Laclede Group, Jne. LG 
New Jersey Resources Corporation NJR 
Northwest Natural Gas Company NWN 
Piedmont Natural Gas Company, Inc PNY 
South .Jersey Industries, Inc. S.ll 
Southwest Gas Corporation swx 
WGL Holdings, Inc. WGL 

Median 

Montana-Dakota Utilities Co. 
-North Dakota Natural Gas Dist. Operations 

Montana-Dakota Utilities Co. 

Selected Natural Gas Distribution Companies 
Capital Structures as of September 30, 2014 

$millions 

Short-Term Long-Term Preferred 
Debt % Debt % Stock 

$ 681.0 8.46%) $ 3.805.0 47.24% s 
196.7 3.43% 2.456.5 42.80% 
287.1 7.87% 1.851.1 50.76% 
301.0 15.84% 632.7 33.30% 
190.0 1 L85%J 661.7 41.26% 
490.0 17.17% 1,174.9 41.17%1 
149.4 7.52% 1,009.4 50.83% 

0.00% 1,449.0 50.60% 
453.5 18.90% 699.2 29.14% 

8A61X1 42.80 1% 

99.6 8.1JlYo 505.5 41.14% 15.3 

II Source: SNL Financial LC; data as of September 30, 2014 
2/ Source: SNL Financial LC; data as of October 31, 2014 
3/ Source: Montana-Dakota Utilities Co. Requested Rate ofRetum- North Dakota Natural Gas Operations 

Common 
ex) Equity 

0.00% 3.568.0 
0.00%1 3.086.2 
0.00% 1.508.4 
0.00%, 966.2 
0.00% 751.9 
0.00%) 1.188.6 
0.00% 827.0 
0.00%1 1,414.5 
0.00%J 1.246.6 

0.00% 

1.24% 608.4 

Case No. PU-1 5-
Exhibit No._(JSG-2) 

Schedule 7 
Page I of I 

% Total Capital 

44.30% s 8.054.0 I I 
53.77% 5.739.4 I I 
41.36% 3.646.6 I I 
50.85% 1.899.9 II 
46.89% 1,603.6 I I 
41.65%! 2,853.5 21 
41.65% 1,985.8 II 
49.40% 2,863.5 I I 
51.96% 2.399.3 I I 

46.89(% 

49.52% 1.228.8 31 



1 Q. 

2 A. 

3 

4 Q. 

5 A. 

6 

7 

8 Q. 

9 

10 A. 

11 

12 

13 

14 

15 

MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Service Commission of North Dakota 

Case No. PU-15-

Direct Testimony 
of 

Sara J. Cardwell 

Would you please state your name and business address? 

My name is Sara J. Cardwell, and my business address is 400 

North Fourth Street, Bismarck, North Dakota 58501. 

What is your position with Montana-Dakota Utilities Co.? 

I am the Manager, Regulatory Affairs-Pricing & Tariff for Montana-

Dakota Utilities Co. (Montana-Dakota), a Division of MDU Resources 

Group, Inc. 

What are your responsibilities as Manager, Regulatory Affairs-

Pricing & Tariff? 

My responsibilities include the preparation of the embedded class 

cost of service study, rate design and miscellaneous tariff revision filings 

to ensure that the applicable revenue requirements are properly recovered 

from various customer classes via applicable rate forms. I also administer 

utility tariffs and rules and regulations effective in each of the jurisdictions 

in which Montana-Dakota provides utility service. 

1 



1 Q. Would you please outline your educational and professional 

2 background? 

3 A. I graduated from the University of Wisconsin-Stout with a Bachelor 

4 of Science degree in Business Administration and received my Masters in 

5 Business Administration from the University of Portland. I have worked for 

6 PacifiCorp, Portland General Electric Company, Xcel Energy and the 

7 North Dakota Public Service Commission. I started working in my current 

8 position at Montana-Dakota in 2014. 

9 Q. Have you testified in other proceedings before regulatory bodies? 

10 A. I have previously presented testimony before the Public Service 

11 Commissions of North Dakota and Montana as well as the California and 

12 Idaho Public Utilities Commissions, the Oregon Public Utility Commission 

13 and the Washington Utilities and Transportation Commission. 

14 Q. What is the purpose of your testimony in this proceeding? 

15 A. The purpose of my testimony is to present the Projected 2014 and 

16 2015 sales and transportation revenues and the results of the embedded 

17 class cost of service study. 

18 Q. What statements and exhibits are you sponsoring in this 

19 proceeding? 

20 A. I am sponsoring Page 2 of Statement G, Pages 3 through 7 of 

21 Statement M and Statement 0. 

22 Q. Would you please explain how the Projected 2014 and 2015 sales 

23 and transportation service revenues were developed? 

2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

A. Yes. The starting point for developing the projected billing 

determinants and revenues was the normalized sales and transportation 

service billing determinants set forth on Statement G, page 2. The firm 

sales under the residential, firm general service and air force rate classes 

as recorded for the twelve months ended December 31, 2013 were 

adjusted to reflect normal weather based on regression models for each 

class of service. The direct or linear relationship between a respective 

service class' gas use (a dependent variable) and actual heating degree 

days (an independent variable) allows Montana-Dakota to calculate a use 

per customer that reflects this relationship on a go forward basis. 

The statistical functions used by the Company in its regression 

models, based on a 36-month time frame for actual sales and degree 

days, provided a baseload use (or constant) per customer, as well as a 

dekatherm use per degree day. The normalized volumes for the twelve 

months ended December 31, 2013, were developed by applying the actual 

customer levels and normal degree days for each month of 2013 to this 

baseload and use per degree day. The normalized use per customer was 

then applied to the projected customer levels to derive projected volumes. 

The Projected 2014 number of customers and dk for the firm classes was 

based on the actual average customers for the year and the normalized 

actual dk for the year. Customer projections for 2014 and 2015 for the 

non-firm classes are based on the actual average customers for the 12 

months ended October 2014. The 2015 customer projections for the 

3 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Q. 

A. 

Q. 

A. 

residential and small firm general classes were determined based on 

applying growth factor to the actual 2014 consumption. 

What are the effective growth factors? 

For the residential customer class and small general service class, 

the historical growth factor used was 3.2 percent for residential and 4.92 

percent for small general service to develop the 2014 and 2015 estimated 

customers and usage. However, after updating 2014 values to actuals, 

the growth factor between 2014 and 2015 for residential was 3.4 percent 

and for the small general service class, the growth factor was 6.72 

percent. The large firm general service class is estimated to remain flat 

from year end 2014 customer counts and dk. 

What was the basis for the projected interruptible service volumes? 

Separate regression models were run for interruptible customers by 

location. If a customer was determined to be non-heat sensitive, due to 

the customer's operating characteristics, volumes were determined for 

each individual customer based on a review of monthly historical usage 

over the last three to four years and current operating conditions. Grain 

drying customers served under the interruptible service rates were 

excluded because of the margin sharing adjustment that provides a credit 

to all other customers through the PGA mechanism at 90 percent of actual 

margins received from grain drying customers on an annual basis as 

authorized in Case No. PU-13-803. 

4 



1 Q. Please explain the calculation of revenues shown on Statement M, 

2 Page 4. 

3 A. The actual 2014 billing units for the residential, and small and large 

4 general firm classes and the actual normalized 2014 Dk were used in the 

5 development of the 2014 revenues by applying the current rates to the 

6 billing units and Dk. A similar process was applied to the projected 2015 

7 billing units to derive the values. For the interruptible classes, the Dk was 

8 calculated based on a 3 or 4 year average or the results of the regression 

9 analyses for the heat sensitive customers. To the resulting Dk and 

1 0 number of customers, the existing rates were applied in order to develop 

11 the resulting revenues shown on Page 4 of Statement M. 

12 Q. Would you please explain the embedded class cost of service study 

13 contained in Statement 0? 

14 A. Statement 0 contains a summary of the results of the embedded 

15 class cost of service study by the major rate classifications, Residential, 

16 Small Firm General, Large Firm General, Air Force Delivery (Rate 64), 

17 Small Interruptible Sales and Transportation, Large Interruptible Sales and 

18 Transportation and the Minot Air Force Base Distribution. Statement 0, 

19 pages 1 through 4 provides a report entitled "Cost of Service by 

20 Component." This report shows the total dollars and unit cost required 

21 under each rate if the Pro Forma rate of return of 7.588 percent were to be 

22 earned for the demand, energy and customer cost components of each 

23 rate schedule. 

5 



1 Statement 0, pages 5 through 24, is a report of the rate base, 

2 income statement and Pro Forma adjustments as allocated to each rate 

3 schedule. The allocator factors are provided in Statement 0, Pages 25 

4 through 36. 

5 The embedded class cost of service study is based on the 

6 projected natural gas operations results for the 12 months ended 

7 December 31, 2015 as sponsored by Mr. Jacobson. 

8 Q. 

9 A. 

What were the results of the embedded class cost of service study? 

The overall North Dakota natural gas rate of return based on 

1 0 projected 2015 results is 5.255 percent. The returns by customer class 

11 are as shown below: 

Customer Class ROR 

Residential Service 3.421% 

Small Firm General Service 8.512% 

Large Firm General Service 8.170% 

Air Force Delivery Service 55.856% 

Small interruptible Sales & Transportation 3.789% 

Large Interruptible Sales & Transportation 12.411% 

12 

13 Q. How did you determine what costs should be assigned to each class 

14 of customers? 

15 A. The starting point was classifying the functionalized costs by 

6 
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2 
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5 

6 
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8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

FERC account for all rate base and income statement items as demand, 

energy or customer related based on the component of service being 

provided. Demand-related costs are costs that vary with the demand 

imposed by the customer, energy-related costs are costs that vary with the 

amount of natural gas used by the customer and customer-related costs 

are fixed costs driven by the number of customers served. 

Next the plant, expense and revenue items that were identified as 

directly related to a specific class of customers were directly assigned to 

the appropriate class. Finally, the remaining costs were allocated using 

the various allocation factors shown in Statement 0, pages 25-36, on the 

basis of cost responsibility. 

Would you please provide an overview of the allocation process 

including the rationale underlying the choice of allocation factors? 

Yes. I will start with the plant in service items from the Gas Utility 

Plant in Service, Statement C starting on Statement 0, Page 5. The 

allocation of distribution plant serves as the basis for allocating many of 

the rate base items. 

Turning now to the distribution plant investment; each distribution 

plant account is analyzed and allocated based on the cause for the 

investment. Distribution mains, services and meters represent 

approximately 75 percent of the total gross distribution investment and 

therefore the allocation of these three accounts drives the allocation of the 

remaining distribution investment. The investment in distribution mains 

7 



1 has been assigned 75 percent to the demand component and 25 percent 

2 to the customer component. The amount classified as demand related 

3 was allocated to each rate class based on the design day demand 

4 attributed to each class and the amount classified as customer related 

5 was allocated to each rate class based on the average number of 

6 customers in each rate class. 

7 The investment in services, service regulators and meters is 

8 related solely to a customer connection and therefore classified as 

9 customer related. Service regulators and meters were allocated to the 

10 rate classes based on Factor 9 which represents a meter weight for each 

11 customer class. The meter weights were derived by comparing the 

12 installed cost per meter for each rate class to the cost necessary to serve 

13 residential customers with the residential class weighted as one. The 

14 remainder of the rate base items is self explanatory with the allocation 

15 factor noted for each line item. 

16 Q. 

17 

Can you elaborate on why the investment in distribution mains was 

assigned 75 percent to the demand component and 25 percent to the 

18 customer component? 

19 A. 

20 

If all customer classes had equal but minimal gas service needs, 

the Company would install a system comprised of only two inch mains. 

21 Seeing that two inch mains would be the minimal size of a system, it is 

22 appropriate to assign a portion of the main costs to the customer 

23 component to reflect the system design the Company would employ if all 

8 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

customers were to use little or no gas. In actuality a two inch main system 

would comprise about 50 percent of the total cost of the system that the 

Company does have in place. To reflect customer needs, or demands on 

the system, the Company installs larger mains when customers use more 

gas than can be served from a two inch main system. The larger mains 

comprise approximately 50 percent of the Company's system costs. 

Would you please continue your discussion of the embedded class 

cost of service study with an explanation of the income statement 

items in the study? 

The allocation of the income statement items starts on Statement 

0, Page 13 with the allocation of revenues. As shown, sales and 

transportation service revenues are directly assigned based on the 

revenues produced by each rate class. The other revenues are allocated 

based on the source of the revenue item. Each item is shown along with 

the allocation factor applied. 

Operation and maintenance expenses consisting of cost of 

purchased gas, production, distribution customer accounts, customer 

service and information, sales and administrative and general expenses 

are shown starting in Statement 0, Page 13 as well. The cost of 

purchased gas is directly assigned to each class based on the gas costs 

included in the Pro Forma revenues. The cost of purchased gas is 

recovered through the gas cost tracking adjustment and is not recovered 

through the rates that will be established in this rate case. The remaining 

9 



1 

2 

3 

4 

5 

6 Q. 

7 

8 A. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 Q. 

19 

20 A. 

operation and maintenance expenses are allocated based on cost 

causation and typically follow the plant investment previously described in 

the rate base section. The remainder of the income statement reflects the 

allocation of depreciation expense, taxes other than income and income 

taxes as denoted by each line item. 

Can you please explain the rate class labeled as Minot Air Force 

Distribution found on Statement 0? 

The Minot Air Force Distribution rate class represents the cost of 

service associated with the Minot Air Force Distribution system Montana­

Dakota purchased in 2008. The costs associated with Montana-Dakota's 

ownership of this system are recovered under a contract with the Minot Air 

Force Base and set forth on the Air Force Distribution System Rate 65 

rate schedule authorized by the North Dakota Public Service Commission 

in Case No. PU-06-470. Montana-Dakota has included an updated cost of 

service analysis in this case to demonstrate that other customers are not 

subsidizing this investment under the currently effective contract rate 

applicable to the Minot Air Force Distribution system. 

For what purpose has the embedded class cost of service study 

been used? 

The study results have been used to guide the allocation of the 

21 revenue requirement to the various classes as well as the rate designs 

22 applicable to each customer class. 

23 Q. Does this conclude your direct testimony? 

10 



1 A. Yes, it does. 
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1 Q. 

2 A. 

MONTANA-DAKOTA UTILITIES CO. 
A Division of MDU Resources Group, Inc. 

Before the Public Service Commission of North Dakota 

Case No. PU-15-__ 

Direct Testimony 
of 

Tamie A. Aberle 

Would you please state your name and business address? 

My name is Tamie A. Aberle, and my business address is 400 

3 North Fourth Street, Bismarck, North Dakota 58501. 

4 Q. What is your position with Montana-Dakota Utilities Co.? 

5 A. I am the Director of Regulatory Affairs for Montana-Dakota Utilities 

6 Co. (Montana-Dakota), a Division of MDU Resources Group, Inc. 

7 Q. What are your responsibilities as the Director of Regulatory Affairs? 

8 A. I am responsible for the development and implementation of 

9 Company objectives and policies with respect to rate structure, pricing 

10 policies, cost of service studies, fuel cost adjustments, purchased gas cost 

11 adjustments, and gas tracking adjustments in each of the jurisdictions in 

12 which Montana-Dakota operates. 

13 Q. Would you please outline your educational and professional 

14 background? 

15 A. I graduated from Minnesota State University Moorhead in 1982 with 

16 a Bachelor of Science degree in Accounting. I began my career with 

17 Montana-Dakota in 1983 in the Regulatory Affairs Department, holding 

1 



1 

2 

3 Q. 

4 A. 

several positions within the Department before attaining my current 

position in 2014. 

Have you testified in other proceedings before regulatory bodies? 

I have previously presented testimony before this Commission, the 

5 Public Service Commissions of Wyoming and Montana, and the Public 

6 Utilities Commissions of Minnesota and South Dakota. 

7 Q. 

8 A. 

What is the purpose of your testimony in this proceeding? 

The purpose of my testimony is to discuss the effect of the 

9 proposed revenue requirement, as identified by Mr. Jacobson in his direct 

10 testimony, on each of the Company's natural gas rate classes, including 

11 how the revenue requirement was allocated to the various customer 

12 classes served based on the embedded class cost of service study 

13 sponsored by Ms. Cardwell. I will also discuss the proposed changes in 

14 rate design and tariff conditions, including the Company's proposed Rate 

15 Stabilization Mechanism designated as Rate 89. 

16 Q. 

17 

18 A. 

What statements and exhibits are you sponsoring in this 

proceeding? 

I am sponsoring Statement P and Exhibit No._ (TAA-1) through 

19 Exhibit No._ (TAA-3). I also sponsor the proposed rate schedules to 

20 be effective on a final basis provided in Appendix 8 to the Application and 

21 the proposed interim rate schedules appended to the Application for 

22 Interim Rate Relief. 

2 



1 Q, 

2 A. 

3 

What is the total revenue effect of the proposed gas rate changes? 

The proposed interim rates will produce additional revenues of 

$4,303,978 or 3.4 percent annually based on the interim level of test 

4 period sales, while the final proposed rates will produce additional 

5 revenues of $4,301,515 or 3.4 percent annually based on Projected 2015 

6 throughput. The revenue requirement is the same for both the interim and 

7 final rates. The difference noted above is due to rounding in the rate 

8 design process. Exhibit No. _ (T AA-1) represents summaries by rate 

9 classification of the proposed interim and final revenue increase on pages 

10 1 and 2 respectively. The exhibit shows the rate number and a description 

11 along with the revenues calculated under the present and proposed rates. 

12 The amount and percentage increase are also shown for the proposed 

13 revenue increase. 

14 Q. Would you please explain Exhibit No. __ (TAA-2)? 

15 A. Yes. Exhibit No. __ (TAA-2) depicts a bill comparison based on 

16 typical monthly consumption levels for an annual period for Residential 

17 customers. As shown in the comparison, the proposed rate structure will 

18 result in an average increase, based on final proposed rates, of 

19 approximately $3.54 per month for the typical Residential customer using 

20 94 dk on an annual basis. 

21 Q. What is the percentage of the proposed increase by class of 

22 customer? 

3 



1 A. The proposed increase to each of the classes is shown in the table 

2 below: 

3 

4 Class Increase 

Residential 5.8% 

5 Firm General 0.0% 

6 
Air Force Delivery 0.0% 

Small Interruptible 6.8% 

7 Large Interruptible 0.0% 

Overall 3.4% 
8 

9 Q. What are the objectives underlying the allocation of the increase and 

10 the rates proposed to recover the revenue requirement? 

11 A. The embedded class cost of service study and proposed revenue 

12 allocation embody several of the recognized ratemaking objectives by 

13 their effectiveness in yielding the total revenue requirement under the fair-

14 return standard, fairness of the specific rates in the apportionment of the 

15 total costs of service among the different consumers, and efficiency of the 

16 rate classes. Because current rates yield returns in excess of the 

17 proposed rate of return in this case for many of the schedules, it appeared 

18 that the residential and small interruptible classes were the only classes 

19 that required increases to move these classes towards cost of service. 

20 Combined with the fact that the request in this case was minimal, the 

4 



1 

2 Q. 

3 

4 A. 

Company proposes to move these classes to cost of service at this time. 

How are you proposing to collect the allocated increase from the 

residential and small interruptible classes? 

First, I am proposing to collect the entire amount of distribution 

5 revenues assigned to the residential class (Rates 60 and 90) through the 

6 Basic Service Charge thereby eliminating the need for a Distribution 

7 Delivery Charge. 

8 Most of the other rates now have Basic Service Charges that 

9 collect the appropriate levels. As a result, I propose to assign the 

10 additional revenue requirement for the small interruptible class to the 

11 Distribution Delivery Charge. 

12 The rate design calculations supporting the final rate levels are 

13 included in Statement P, Pages 4-9. 

14 Q. 

15 

16 A. 

Would you please explain the rationale for increasing Basic Service 

Charges? 

Yes. Collecting distribution revenues assigned to a class through a 

17 fixed charge provides customers with the correct price signal as 

18 distribution costs are primarily fixed in nature. Recovering fixed costs 

19 through fixed charges also minimizes subsidies within the classes and 

20 minimizes the under-recovery of fixed costs when customers take 

21 measures to conserve energy and more efficiently utilize natural gas. 

22 There are three factors that result in a signification under collection of 

5 



1 revenues from the residential class. The first is conservation that results 

2 in lower use. This inequity may be addressed through tracking 

3 mechanisms or more simply by adjusting the rate components to more 

4 closely match costs. 

5 The second issue is seasonality. Residential customers use 

6 significantly more gas in the winter than in the summer. And, if a 

7 customer only uses natural gas for space heating, the system is still there 

8 for the customer's use in the summertime but is unused. Having a higher 

9 fixed charge, reflects the fact that even if a customer is not using any 

10 natural gas, the system is still there and available for the customer. 

11 The last issue is the variability in recovering fixed costs when 

12 weather is colder or warmer than normal. The Commission recognized 

13 this fact when they authorized the DDSM for Montana-Dakota's residential 

14 and firm general service customers in 2004, authorizing a flat fixed charge 

15 rate for Northern States Power Company's residential natural gas 

16 customers and allowing for an increase to the Company's Basic Service 

17 Charges in the Company's last rate case. If the Basic Service Charges 

18 are cost based, it will minimize the need to have Distribution Delivery 

19 Charges and the Distribution Delivery Stabilization Mechanism (DDSM) as 

20 it will no longer be necessary to adjust a volumetric charge to reflect 

21 variations in weather from the normal weather assumed in the rate case 

22 process. 
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1 Q. 

2 

3 

4 A. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

What are the benefits to Montana-Dakota and to its customers of 

implementing a single fixed charge component applicable to the 

Residential Rate Schedules (60 and 90)? 

There are several significant benefits from implementing Montana­

Dakota's fixed residential rate proposal, including: 

1. The proposed mechanism will mitigate the impact of significantly 

colder-than-normal weather on customers' bills, without the 

application of the DDSM, while also mitigating the impact 

warmer than normal weather has on the Company's ability to 

recover fixed costs. 

2. The proposed charge reduces fluctuations in Montana-Dakota's 

earnings, both up and down, as the result of weather 

fluctuations and customers' conservation efforts. 

3. Customers' bills will be more stable as approximately 29 percent 

of the total bill will be fixed each month and not dependent on 

changes in weather. 

4. Customers will continue to have incentive to conserve as the 

Cost of Gas, representing approximately 71 percent of a typical 

customer's bill, will continue to be billed on a volumetric basis. 

5. Provides a better match of revenues to the investment made to 

serve each residential customer with a typical service line, 

meter and regulator at the same average cost. Under a 

7 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 Q. 

12 

13 A. 

volumetric distribution rate structure, customers using less than 

average use are being subsidized by customers using more 

than average use. The use of natural gas is not proven to be 

dependent on a customer's income. If fixed costs are not 

recovered from fixed charges, high use customers subsidize low 

use customers regardless of the reason a customer uses less 

natural gas than average. 

6. The fixed rate will address the inequities caused by customers 

using natural gas as a backup energy source during peak 

periods. 

Would you please describe the Rate Stabilization Mechanism 

designated as Rate 89 and also provided as Exhibit No. __ (TAA-3)? 

Yes. As discussed by Ms. Kivisto, the Company proposes to 

14 implement a Rate Stabilization Mechanism (RSM) starting in 2016 and 

15 effective for a five year period with a review of the mechanism at the end 

16 of the third year. The initial evaluation under the RSM is proposed to be 

17 the 12-month period ending December 31, 2015. Under the RSM, the 

18 ROE established in this rate case shall be the effective ROE for the five 

19 year period unless modified by the Commission in a specific proceeding 

20 and designated as the Company's Allowed Return on Equity (AROE) 

21 under the RSM. A base level of operating and maintenance expenses, 

8 



1 excluding the cost of gas, shall also be established as the Base O&M in 

2 this rate case proceeding. 

3 A range of+/- 50 basis points around the AROE will represent an 

4 acceptable range or dead-band of earnings performance. Actual 

5 Company reported ROEs that fall within this dead-band are considered 

6 reasonable and will not trigger any RSM rate changes. In the event the 

7 Company's reported earnings fall below 9.50 percent, a rate adjustment 

8 shall be submitted to provide sufficient revenues to reach the AROE. 

9 However, the O&M expenses, excluding the cost of gas, used to 

10 determine the actual ROE for purposes of calculating a RSM rate 

11 adjustment shall be limited to a five percent increase each year above the 

12 Base O&M Expense established in the rate case. The Company has the 

13 right to request a change in the base O&M level throughout the 5-year 

14 plan. 

15 In the event the Company's reported earnings exceed 10.5 percent, 

16 fifty percent of the revenues contributing to the ROE above 10.0 percent 

17 will be returned to customers. 

18 Montana-Dakota proposes to file an annual RSM Application at 

19 least 60 days prior to the proposed effective date. The filing will include a 

20 report demonstrating the Company's financial performance for the 

21 previous calendar year and shall be accompanied by detailed 

22 computations, which clearly show the derivation of the relevant amounts, a 

9 



1 concise statement of the reasons for any change and copies of any 

2 relevant supporting workpapers. 

3 At the time of the true up for the prior calendar year, the Company 

4 shall provide a projected earnings level based on projected rate base and 

5 income statement for the current calendar year. An adjustment may be 

6 made to provide revenues sufficient to meet the AROE on a projected 

7 basis, subject to the O&M adjustment. The projections shall be subject to 

8 the annual true-up described above. 

9 Montana-Dakota proposes to allocate the revenue adjustment 

10 authorized each year to the rate classes on an equal percentage basis to 

11 the non-gas rate components applicable under each rate schedule. Any 

12 adjustments shall be set forth as a separate line on customers' bills. The 

13 proposed tariff also includes a provision for force majeure. 

14 Q. What are the benefits of implementing a Rate Stabilization 

15 Mechanism? 

16 A. The implementation of a Rate Stabilization mechanism provides a 

17 better means of recognizing changes in system growth, customer usage 

18 and the potential for increased conservation than traditional ratemaking 

19 principles provide. Customers benefit by allowing the Company to share 

20 efficiency savings on a timely basis while eliminating the need for multiple 

21 rate cases resulting in less regulatory costs. 

22 Q. Has the Company made other changes to its gas tariff? 

10 



1 A. Yes. The Company has made a change to the Reconnection Fee 

2 for Seasonal Disconnects. Historically the Company has charged the 

3 Basic Service Charge for each month the seasonal customer was not 

4 taking service as the Reconnection Fee. The Company also incurs costs 

5 for the service call to reconnect the service. The Company proposes to 

6 collect both the Basic Service Charge and a Reconnection Charge from 

7 customers that disconnect on a seasonal basis in order to better reflect 

8 the actual costs of reconnecting service. 

9 The Company has made other minor changes which are self-

10 explanatory. These changes are clearly denoted on the tariff sheets 

11 reflecting the legislative format. 

12 Q. Does this conclude your direct testimony? 

13 A. Yes, it does. 

11 



MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY- NORTH DAKOTA 

REVENUES UNDER CURRENT AND PROPOSED RATES- INTERIM 
Proposed Interim Rates 

Total 
Projected 2015 Proposed 

Customer Class/Rate Customers Dk Revenues Revenue 

Residential -Rate 60 92,478 8,667,437 $67,865,050 $70,499,792 

Firm General Service - Rate 70 14,551 7,163,947 50,612,589 52,049,196 

Air Force - Rate 64 
Firm 1 32,506 194,243 195,973 
Interruptible 2 479,120 2,247,300 2,267,675 
Total Air Force 3 511,626 2,441,543 2,463,648 

Small Interruptible 
Sales- Rate 71 135 920,446 4,776,197 4,874,904 
Transportation - Rate 81 73 1,098,432 686,040 778,813 
Total Small IT 208 2,018,878 5,462,237 5,653,717 

Large Interruptible 
Sales - Rate 85 1 32,084 162,570 165,481 
Transportation - Rate 82 6 4,307,330 1,321,302 1,337,435 
Total Large IT 7 4,339,414 1,483,872 1,502,916 

Total North Dakota 107,247 22,701,302 $127,865,291 $132,169,269 

Proposed 
Revenue 
Increase 

$2,634,742 

1,436,607 

1,730 
20,375 
22,105 

98,707 
92,773 

191,480 

2,911 
16,133 
19,044 

$4,303,978 

Percent 

Increase 

3.9% 

2.8% 

0.9% 

2.1% 
13.5% 
3.5% 

1.8% 
1.2% 
1.3% 

3.4% 
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MONTANA-DAKOTA UTILITIES CO. 
REVENUES UNDER CURRENT AND PROPOSED RATES 

GAS UTILITY· NORTH DAKOTA 
Proposed Final Rates 

Total 
Projected 2015 Proposed 

Customer Class/Rate Customers Dk Revenue Revenue 

Residential ·Rate 60 92,478 8,667,437 $67,865,050 $71,797,110 

Firm General Service - Rate 70 14,551 7,163,947 50,612,589 50,612,589 

Air Force -Rate 64 
Firm 1 32,506 194,243 194,243 
Interruptible 2 479,120 2,247,300 2,247,300 

Total Air Force 3 511,626 2,441,543 2,441,543 

Small Interruptible 
Sales • Rate 71 135 920,446 4,776,197 
Transport· Rate 81 73 1,098,432 686,040 

Total Small Interruptible 208 2,018,878 5,462,237 5,831,692 

Large Interruptible 
Sales • Rate 85 1 32,084 162,570 
Transport· Rate 82 6 4,307,330 1,321,302 

Total Large Interruptible 7 4,339,414 1,483,872 1,483,872 

Total North Dakota 107,247 22,701,302 $127,865,291 $132,166,806 

Proposed 
Revenue 
Increase 

$3,932,060 

0 

0 
0 
0 

369,455 

0 

$4,301,515 

Percent 
Increase 

5.8% 

0.0% 

0.0% 
0.0% 
0.0% 

0.0% 
0.0% 
6.8% 

0.0% 

3.4% 
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MONTANA-DAKOTA UTILITIES CO. 
GAS UTILITY- NORTH DAKOTA 

RATE 60 BILL COMPARISON 
RESIDENTIAL GAS SERVICE 

Month Dk 

January 17 
February 17 
March 12 
April 9 
May 5 
June 2 
July 2 
August 2 
September 2 
October 4 
November 10 
December 12 

Total 94 

Average Increase per Month 

RATE 60 
Basic Delivery Charge 
Distribution Delivery 
Cost of Gas 

Present 
Rate 

$115.73 
114.25 
86.19 
67.98 
44.84 
26.62 
27.11 
27.11 
26.62 
38.93 
73.89 
86.19 

$735.46 

Current 1/ 
$0.4935 

$0.326 
5.582 

1/ Rate effective May 1, 2014 
2/lncludes projected cost of gas. 

Proposed 
Rate 

$116.40 
114.32 
88.49 
71.05 
49.41 
31.98 
32.67 
32.67 
31.98 
43.83 
76.63 
88.49 

$777.92 

Proposed 2/ 
$0.6937 

$0.000 
$5.582 

Amount of 
Increase 

$0.67 
0.07 
2.30 
3.07 
4.57 
5.36 
5.56 
5.56 
5.36 
4.90 
2.74 
2.30 

$42.46 

$3.54 

Case No. PU-15-
Exhibit No. -(TAA-2) 
Page 1 of 1 

% 
Increase 

0.58% 
0.06% 
2.67% 
4.52% 

10.19% 
20.14% 
20.51% 
20.51% 
20.14% 
12.59% 
3.71% 
2.67% 

5.77% 



Montana-Dakota Utilities Co. 
A Division of MDU Resources Group, Inc. Case No. PU-15-

Exhibit No. -(TAA-3) 400 N 41
h Street 

Bismarck, ND 58501 

State of North Dakota 
Gas Rate Schedule 

RATE STABILIZATION MECHANISM Rate 89 

1. Applicability: 

Page 1 of 2 

NDPSC Volume 7 
Original Sheet No. 31 

Page i of 2 

This rate schedule describes the Company's Rate Stabilization Mechanism (RSM) 
and applies to the Company's gas sales and transportation service rate schedules. 

2. Initial Evaluation and Term of RSM: 
The Company filed a general rate case Application reflecting a 12-month test year 
ending December 31, 2015 on February 6, 2015. The initial evaluation under this 
Rate Schedule will be the 12-month period ending December 31, 2015. The RSM 
shall remain in effect for a period of five years unless modified by the Commission. 

3. Time and Manner of Filing: 
Montana-Dakota shall file an annual RSM Application at least 60 days prior to the 
proposed effective date. The filing by Montana-Dakota shall be made by means of a 
report demonstrating the Company's financial performance and a revised tariff sheet 
identifying the amount of the adjustment, if applicable. 

Each filing shall be accompanied by detailed computations, which clearly show the 
derivation of the relevant amounts, a concise statement of the reasons for any 
change and copies of any relevant supporting workpapers. 

4. True Up to Allowed Return on Equity: 
a. The Company's Allowed Return on Equity (AROE) shall be 10 percent as 

established in the rate case referenced in Section 2. This AROE shall be the 
effective ROE for the five year period unless modified by the Commission in a 
specific proceeding. A range of+/- 50 basis points around the AROE will 
represent an acceptable range or dead-band of earnings performance. 
Actual Company reported ROEs that fall within this dead-band are 
considered reasonable and will not trigger any RSM rate changes. 

b. In the event the Company's reported earnings fall below 9.50 percent ROE, a 
rate adjustment shall be submitted to provide sufficient revenues to reach a 
10 percent ROE subject to the operation and maintenance provision set forth 
in Paragraph 5. 

Date Filed: February 6, 2015 Effective Date: 

Issued By: Tamie A. Aberle 
Director- Regulatory Affairs Case No.: 
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c. In the event the Company's reported earnings exceed 10.5 percent, fifty 
percent of the revenues contributing to the ROE above 10.0 percent will be 
returned to customers. 

5. Operation and Maintenance Expense Adjustments: 
For purposes of determining the RSM rate applicable under Paragraph 4, Operation 
and Maintenance Expenses (O&M Expenses) excluding the Cost of Gas shall be 
limited to a five percent increase each year above the base O&M Expense 
established in the rate case referenced in Paragraph 2. The Company has the right 
to request a change in the base O&M level throughout the 5-year plan. 

6. Projected Earnings: 
At the time of the true up for the prior calendar year, the Company shall provide a 
projected earnings level based on a projected rate base and income statement for 
the current calendar year. An adjustment may be made to provide revenues 
sufficient to meet the AROE on a projected basis, subject to the O&M adjustment 
prescribed in Paragraph 5. The projections shall be subject to the annual true-up 
prescribed in Paragraph 4. 

7. Allocation of RSM Adjustments: 
The revenue adjustment authorized each year shall be allocated to the rate classes 
on an equal percentage basis to the non-gas rate components applicable under each 
rate schedule. Rate credits shall be applied in the same manner under a time period 
to be determined at the time of filing. Any adjustments shall be set forth as a 
separate line on customers' bills. 

8. Force Majeure Provision: 
If any cause beyond the reasonable control of the Company, such as natural 
disaster, orders or acts of civil or military authority, terrorist attacks, or government 
mandates, which results in a deficiency in distribution revenues which are not readily 
capable of being addressed in a timely manner under the RSM, the Company may 
file a general rate case. 

Date Filed: February 6, 2015 Effective Date: 

Issued By: Tamie A. Aberle 
Director- Regulatory Affairs Case No.: 


	N.A. Kivisto

	A.M. Jones

	D. Schmit

	T.R. Jacobson

	J.S. Gaske

	S.J. Cardwell

	T.A. Aberle


