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SCHEDULE ALR 1, Page 1

Montana-Dakota Utilities CO.

Overall Cost of Capital
Company Requested Capital Structure

Ratios Cost Rate

Weighted
Cost Rate

[C]

Long-Term Debt 41.135% [A] 5.95% [A] 2.45%

Short-Term Debt 8.108% [A] 1.63% [A] 0.13%

Preferred Stock 1.242% [A] 4.579% [A] 0.06%

Common Equity* 49.515% [A] 8.62% [B] 4.27%

100.0% 6.90%

Source:

[A]
[B]
[C]

Dr. Gaske's Direct Testimony, Table 1, page 4
SCHEDULE ALR 2

Ratios times Cost Rate
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SCHEDULE ALR 4, page 1

CONSTANT GROWTH DISCOUNTED CASH FLOW (DCF) INDICATED COST OF EQUITY
PROXY GROUP

BASED ON AVERAGE

MARKET PRICE

BASED UPON

MARKET PRICE

FOR AS OF

Year Ending 6/30/15 6/30/2015

1 Dividend Yield On Market Price [B] w 2 ' 3822

2 Retention Ratio:

a) Market-to-book [B] 225 1 83

b) Div. Yid on Book [C1 7.22% 6.62%

c) Retum on Equity [A] 11 00% 11 00%

d) Retention Rate [D] 3- 33-.• 39 3'v;

3 Reinvestment Growth [E] 3.78% 4.38%

4 New Financing Growth [F] 1.25% 0.83%

5 Total Estimate of investor [G] 5.65% 5.21%

Anticipated Growth

6 increment to Dividend Yield [H] 0.08% 0.09%

for Growth to Next Year

7 Indicated Cost of Equity [1] 8 32-'.- 8 92%

Some of the Considerations for determining Future Expected Retum on Equity:

Source:

Median Mean

[A] Value Line Expectation 11.00% 11.06% SCHEDULE ALR 3, Page 2
Retum on Equity to Achieve rack's urowth 9.58% 10.21% SCHEDULE ALR 3, Page 3

Eamed Retum on Equity in 2014 10.00% 10.19% SCHEDULE ALR 3, Page 2

Eamed Retum on Equity in 2013 937% 10.09% SCHEDULE ALR 3, Page 2

Eamed Retum on Equity in 2012 10.68% 10.74% SCHEDULE ALR 3, Page 2

[B]

[C]

[D]

[E]

[F]

[G]

[H]

[I]

[J]

SCHEDULE ALR 3, Page 1

Line 1 X Line 2a

1- Line 2b/Line 2c

Line 2c x Line 2d

S X V (8 = the rate of continuous new stock financing, V = rate of return on common equity investment)

(M/BX (Ext. Fin Rate+1]/(M/B + Ext. Fin. Rate-1)

Line 3 + Line 4

Line 1 X one-haif of iine 5

Line 1 + Line 5 + Line 6

SCHEDULE ALR 5, page 1

Ext. Fin. rate used = [J]
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Actual Capital Structure
PROXY GROUP

% Common Equity

SCHEDULE ALR 6, Page 1

centage I

LTDebt ST Debt Pfd Stock Equity Ratio

2010 2011 2012 2013 2014 Total Debt ($ millions) Capital WKhST Debt

AGL Resources 52.0% 48.2% 50.6% 48.6% 51.2% 4,711.0 $ 3,524.0 $ 1,187.0 $ $ 3,697.3 8,408.3 41.9% 14.1% 0.0% 44.0%

Atmos Energy Corp 54.6% 50.6% 54.7% 51.2% 55.7% 2.680.2 $ 2,455.2 $ 225.0 $ $ 3,087.0 $ 5,767.2 42.6% 3.9% 0.0% 53.5%

Laclede Group 59.5% 61.1% 63.9% 53.4% 44.9% $ 2,063.9 $ 1,736.3 $ 327.6 $ $ 1,414.9 $ 3,478.8 49.9% 9.4% 0.0% 40.7%

NJ Resource Corp. 62.8% 64.5% 60.8% 63.4% 61.8% $ 881.5 $ 6992 $ 182.3 $ $ 1,131.2 2,012.7 34.7% 9.1% 0.0% 56.2%

N.W. Natl Gas 53.9% 52.7% 51.5% 52.4% 55.5% 827.9 $ 621.7 $ 206.2 $ $ 775.4 1,603.3 38.8% 12.9% 0.0% 48.4%

Piedmont Nafl Gas 59.0% 59.6% 51.3% 50.3% 47.9% 1,904.4 $ 1,424.4 $ 480.0 $ $ 1,309.6 3,214.0 44.3% 14.9% 0.0% 40.7%

South Jersey Inds. 62.6% 59.5% 55.0% 54.9% 52.0% 1,281.8 $ 859.5 $ 422.3 $ $ 931.1 2,212.9 38.8% 19.1% 0.0% 42.1%

Southwest Gas 50.9% 56.8% 50.8% 50.6% 47.6% 1,524.8 $ 1,506.5 $ 18.3 $ $ 1,368.5 $ 2,893.3 52.1% 0.6% 0.0% 47.3%

WGL Holdings 65.0% 66.2% 67.3% 69.8% 63.8% 1,170.5 $ 950.5 $ 220.0 $ 28.2 $ 1,724.9 $ 2,923.6 32.5% 7.5% 1.0% 59.0%

57.8% 57.7% 56.2% 55.0% 53.4% 17,046 $ 13,777 % 3,269 5 28 $ 15,440 5 32,514

Source: Most Current Value Line

*Ve/ue Line does not have a common ecKZ/fyratio figure for NRG Energy
Estimated Common equity ratio by dividing the 'Shr. Euity" from 2014 by Total Debt" a
Note: NRG has 4.450 (Smili) in working capital in 2015 according to Value Line

41.91% 9.42%



SCHEDULE ALR 6. Page 2

% Common Equity

AGL Resources 52.0% 48.2% 50.6% 48.8% 51.2% $ 4.711.0 $ 3,524.0 3,697.3 $ 7,221.3 48.8% 0.0% 51.2%

Atmos Energy Corp 54.6% 50.6% 54.7% 51.2% 55.7% 5 2.680.2 $ 2,455.2 3,087.0 5 5,542.2 44.3% 0.0% 55.7%

Laclede Group 59.5% 61.1% 63.9% 53.4% 44.9% 5 2.063.9 $ 1.736.3 1,414.9 $ 3,151.2 55.1% 0.0% 44.9%

NRG Energy* 61.8% $ 881.5 $ 699.2 $ 249.0 $ 1,534.0 5 2,482.2 28.2% 10.0% 61.8%

N.W. Nat! Gas 53.9% 52.7% 51.5% 52.4% 55.5% $ 827.9 5 621.7 775.4 5 1,397.1 44.5% 0.0% 55.5%

Piedmont NafI Gas 59.0% 59.6% 51.3% 50.3% 47.9% $ 1.904.4 $ 1,424.4 1,309.6 $ 2,734.0 52.1% 0.0% 47.9%

South Jersey Inds. 82.6% 59.5% 55.0% 54.9% 52.0% $ 1,281.8 $ 859.5 931.1 $ 1,790.6 48.0% 0.0% 52.0%

Southwest Gas 50.9% 56.8% 50.8% 50.6% 47.6% $ 1,524.8 5 1,506.5 1,368.5 $ 2.875.0 52.4% 0.0% 47.6%

WGL Holdings 65.0% 66.2% 67.3% 69.8% 63.8% $ 1,170.5 $ 950.5 $ 28.2 $ 1,724.9 $ 2,703.6 35.2% 1.0% 63.8%

57.2% 56.8% 55.6% 53.9% 53.4% 5 17,046 $ 13,777 $ $ 277 $ 15,843 $ 29,897

Average
Median

45.39%! 1 1.23%! 53.38'/n
Source: Most Current Value Line

*Valu0 Line does not have a convnon equity ratio hqure for NRG Energy
Estimated Common equity ratio by dividinfl the "Shr. Euity" from 2014 by Total Debt" as of 12/31/14
Note NRG has 4.450 (Smilh m workinq capital in 2015 according to Value Line



Actual Capital Structure SCHEDULE ALR 6, Page 3

% Common Equity
(SmUHons) LT Debt ST Debt Pfd Stock Equity Total LT Debt ST Debt Pfd Stock Equity Ratio

2010 2011 2012 2013 2014 Total Debt ($ mtlitons) Capital WithST Debt
MDU Resources 64.2% 68.3% 62.2% 60.8% 64.0% $ 2.206.0 $ 1,780.7 $ 425.3 $ 15.0 $ 3,197.1 $ 5,418.1 32.9% 7.8% 0.3% 59.0%

64.2% 68.3% 62.2% 60.8% 64.0% $ 2,206.0 $ 1,781 $ 425 $ 15 $ 3,197 $ 5,418
Average I 32.87%| 7.85%| 0.28%| 59.01%!
Median 32.87% 7.85% 0.28% 59.01%

1 of long term debt and share equity



% Common Equity
($ millions) LTDebt ST Dobt Pfd Stock

2010 2011 2012 2013 2014 Total Debt millions^

SCHEDULE ALR 6. Page 4

MDU Resources 64.2% 68.3% 62.2% 60.8% 64.0% $ 2.206.0 $ 1,780.7 $ 15.0 $ 3,197.1 $ 4,992.8 35.7% 0.3% 64.0%

64.2% 68.3% 62.2% 60.8% 64.0% $ 2,206.0 $ 1,781 $ - $ 15 $ 3,197 $ 4,993
Average | 3S.67%| I 0.30%| 64.03%|

Source: Most Current Value Line Median 35.67% 0.30% 64.03%
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SCHEDULE ALR 8

Proxy Group 2014 Revenues - Regulated and Non Regulated

Regulated Non Regul Total
AGL Resources GAS $ 3,802 $ 1,667 $ 5,469

Atmos Energy Corp AID 3,380 2,067 5,447
Laclede Group LG 1,462 164 1,626
NJ Resource Corp. NJR 819 2,919 3,738
N.W. Nafl Gas NWN 732 22 754

Piedmont Nat'l Gas PNY 1,196 275 1,471
South Jersey Inds. SJI 502 425 927

Southwest Gas SWX 1,382 740 2,122

WGL Holdings WGL 1,417 1,364 2,781

Total $ 14,692 $ 9,643 $ 24,335

Intercompany

$ (84)
(506)

(40)

Proxy Group 2014 Revenues - Percentage From Regulated and Non Regulated Operations

Regulated Non Regulated
AGL Resources GAS 70% 30%

Atmos Energy Corp ATO 62% 38%

Laclede Group LG 90% 10%

NJ Resource Corp. NJR 22% 78%

N.W. Nat'l Gas NWN 97% 3%

Piedmont Nat'l Gas PNY 81% 19%

South Jersey Inds. SJI 54% 46%

Southwest Gas SWX 65% 35%

WGL Holdings WGL 51% 49%

Total Gas Group 60% 40%

Source: Company Annual Reports



Liquidity Analysis
Shares Traded

Ave 3 month

Volume

Schedule ALR 9

Number of Shares

Outstanding
Turnover Rate

PROXY GROUP

AGL Resources GAS 734,722 119,940,000 0.61%

Atmos Energy Corp ATO 461,644 101,020,000 0.46%

Laclede Group LG 256,917 43,320,000 0.59%

NJ Resource Corp. NJR 390,581 85,580,000 0.46%

N.W. Nat'l Gas NWN 128,819 27,330,000 0.47%

Piedmont Nat'l Gas PNY 313,617 79,000,000 0.40%

South Jersey Inds. SJI 286,956 68,200,000 0.42%

Southwest Gas SWX 167,427 46,840,000 0.36%

WGL Holdings WGL 225,603 49,730,000 0.45%

Proxy Group Average Turnover Rate 0.47%

MDU Resources MDU 1,004,420 194,770,000 0.52%

Source: Yahoo Finance
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Large Company Long-Term Risk Premium
Stock Returns Government

1926-2014 Bonds*

10.10 5.70 4.40

*Aone-bond portfolio with a maturity of near 20 years.
Ibbotson SBBI 2015 Classic Yearbook, page 304

Large Company
Stock Returns

1926-2014

10.10

Large Company
Stock Returns

1926-2014

10.10

Long-Term Risk Premium
Government

Bonds*

6.10 4.00

Long-Term Risk Premium
Government

Bonds*

6.10 4.00

Current Yield

30-Jun-15

2.83

Current Yield

June 2014 - Nov 2014

4.33

Current Yield

June 2014-Nov 2014

4.33

7.23

8.33

8.33



STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Montana-Dakota Utilities Co., a Division of MDU
Resources Group, Inc.
Natural Gas Service Rate Increase

Application

Case No. PU-15-90

AFFIDAVIT OF SERVICE ELECTRONIC MAIL

STATE OF NORTH DAKOTA

COUNTY OF BURLEIGH

Geralyn R. Schmaltz deposes and says that:

she is over the age of 18 years and not a party to this action and, on the 11th day of
August, 2015, she sent 8 addressees an electronic copy of:

Montana-Dakota Utilities Schedules to be included with the Advocacy Staff
Direct Testimony of Aaron L. Rothschild

The electronic mails respectively were addressed as follows:

Ms. Tamie A. Aberle

Director of Regulatory Affairs
Montana-Dakota Utilities Co

tamje.aberle@mdu.conn

John B. Coffman

John B. Coffman, LLC
John@JohnCoffman.net

Juan J. Godinez

AFLOA/JACE-ULFSC

Juan.Godinez.2@us.af.mil

Paul Sanderson

Evanson Sanderson, PC
psanderson@esattornevs.com

Affidavit of Service

August 11, 2015
Page 1 of 2

Daniel S. Kuntz

Montana-Dakota Utilities Co.

dan.kuntz@mduresources.com

John C. Degnan
AFLOA/JACE-USFSC

John.Degnan@us.af.mil

Thomas A. Jernigan
AFLOA/JACE-ULFSC

Thomas.Jerniqan.3@us.af.mil

INona Jeffcoat-Sacco

General Counsel

Public Service Commission

iis@nd.gov



Each email address is the respective addressee's last reasonably ascertainable
electronic mailing address.

Subscribed and sworn to before me
this 11th day of August, 2015.

SEAL SHELLY A. BAUSKE
Notary Public

State ofNorth Dakota
Mj^mmisslon Expires July 22, 2016
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Notary Public


