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MDU-7

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
North Fourth Street, Bismarck, North Dakota 58501.
What is your position with Montana-Dakota Utilities Co.?

| am the Director of Regulatory Affairs for Montana-Dakota Utilities
Co. (Montana-Dakota), a Division of MDU Resources Group, Inc.
What are your responsibilities as the Director of Regulatory Affairs?

| am responsible for the development and implementation of
Company objectives and policies with respect to rate structure, pricing
policies, 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 outline your educational and professional
background?

| graduated from Minnesota State University Moorhead in 1982 with
a Bachelor of Science degree in Accounting. | began my career with
Montana-Dakota in 1983 in the Regulatory Affairs Department, holding
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several positions within the Department before attaining my current
position in 2014.
Have you testified in other proceedings before regulatory bodies?

| have previously presented testimony before this Commission, the
Public Service Commissions of Wyoming and Montana, and the Public
Utilities Commissions of Minnesota and South Dakota.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to discuss the effect of the
proposed revenue requirement, as identified by Mr. Jacobson in his direct
testimony, on each of the Company's natural gas rate classes, including
how the revenue requirement was allocated to the various customer
classes served based on the embedded class cost of service study
sponsored by Ms. Cardwell. | will also discuss the proposed changes in
rate design and tariff conditions, including the Company’s proposed Rate
Stabilization Mechanism designated as Rate 89.

What statements and exhibits are you sponsoring in this
proceeding?

| am sponsoring Statement P and Exhibit No. __ (TAA-1) through
Exhibit No. __ (TAA-3). | also sponsor the proposed rate schedules to
be effective on a final basis provided in Appendix B to the Application and
the proposed interim rate schedules appended to the Application for

Interim Rate Relief.
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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
period sales, while the final proposed rates will produce additional
revenues of $4,301,515 or 3.4 percent annually based on Projected 2015
throughput. The revenue requirement is the same for both the interim and
final rates. The difference noted above is due to rounding in the rate
design process. Exhibit No. __ (TAA-1) represents summaries by rate
classification of the proposed interim and final revenue increase on pages
1 and 2 respectively. The exhibit shows the rate number and a description
along with the revenues calculated under the present and proposed rates.
The amount and percentage increase are also shown for the proposed
revenue increase.

Would you please explain Exhibit No. ___ (TAA-2)?

Yes. Exhibit No. __ (TAA-2) depicts a bill comparison based on
typical monthly consumption levels for an annual period for Residential
customers. As shown in the comparison, the proposed rate structure will
result in an average increase, based on final proposed rates, of
approximately $3.54 per month for the typical Residential customer using
94 dk on an annual basis.

What is the percentage of the proposed increase by class of

customer?
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The proposed increase to each of the classes is shown in the table

below:

Class Increase
Residential 5.8%
Firm General 0.0%
Air Force Delivery 0.0%
Small Interruptible 6.8%
Large Interruptible 0.0%

Overall 3.4%

What are the objectives underlying the allocation of the increase and
the rates proposed to recover the revenue requirement?

The embedded class cost of service study and proposed revenue
allocation embody several of the recognized ratemaking objectives by
their effectiveness in yielding the total revenue requirement under the fair-
return standard, fairness of the specific rates in the apportionment of the
total costs of service among the different consumers, and efficiency of the
rate classes. Because current rates yield returns in excess of the
proposed rate of return in this case for many of the schedules, it appeared
that the residential and small interruptible classes were the only classes
that required increases to move these classes towards cost of service.

Combined with the fact that the request in this case was minimal, the
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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, | am proposing to collect the entire amount of distribution
revenues assigned to the residential class (Rates 60 and 90) through the
Basic Service Charge thereby eliminating the need for a Distribution
Delivery Charge.

Most of the other rates now have Basic Service Charges that
collect the appropriate levels. As a result, | propose to assign the
additional revenue requirement for the small interruptible class to the
Distribution Delivery Charge.

The rate design calculations supporting the final rate levels are
included in Statement P, Pages 4-9.

Would you please explain the rationale for increasing Basic Service
Charges?

Yes. Collecting distribution revenues assigned to a class through a
fixed charge provides customers with the correct price signal as
distribution costs are primarily fixed in nature. Recovering fixed costs
through fixed charges also minimizes subsidies within the classes and
minimizes the under-recovery of fixed costs when customers take
measures to conserve energy and more efficiently utilize natural gas.

There are three factors that result in a signification under collection of
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revenues from the residential class. The first is conservation that results
in lower use. This inequity may be addressed through tracking
mechanisms or more simply by adjusting the rate components to more
closely match costs.

The second issue is seasonality. Residential customers use
significantly more gas in the winter than in the summer. And, if a
customer only uses natural gas for space heating, the system is still there
for the customer's use in the summertime but is unused. Having a higher
fixed charge, reflects the fact that even if a customer is not using any
natural gas, the system is still there and available for the customer.

The last issue is the variability in recovering fixed costs when
weather is colder or warmer than normal. The Commission recognized
this fact when they authorized the DDSM for Montana-Dakota's residential
and firm general service customers in 2004, authorizing a flat fixed charge
rate for Northern States Power Company’s residential natural gas
customers and allowing for an increase to the Company’s Basic Service
Charges in the Company's last rate case. If the Basic Service Charges
are cost based, it will minimize the need to have Distribution Delivery
Charges and the Distribution Delivery Stabilization Mechanism (DDSM) as
it will no longer be necessary to adjust a volumetric charge to reflect

variations in weather from the normal weather assumed in the rate case

process.
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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
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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

implement a Rate Stabilization Mechanism (RSM) starting in 2016 and
effective for a five year period with a review of the mechanism at the end
of the third year. The initial evaluation under the RSM is proposed to be
the 12-month period ending December 31, 2015. Under the RSM, the
ROE established in this rate case shall be the effective ROE for the five
year period unless modified by the Commission in a specific proceeding

and designated as the Company'’s Allowed Return on Equity (AROE)

under the RSM. A base level of operating and maintenance expenses,
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excluding the cost of gas, shall also be established as the Base O&M in
this rate case 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. In the event the
Company's reported earnings fall below 9.50 percent, a rate adjustment
shall be submitted to provide sufficient revenues to reach the AROE.
However, the O&M expenses, excluding the cost of gas, used to
determine the actual ROE for purposes of calculating a RSM rate
adjustment shall be limited to a five percent increase each year above the
Base O&M Expense established in the rate case. The Company has the
right to request a change in the base O&M level throughout the 5-year
plan.

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.

Montana-Dakota proposes to file an annual RSM Application at
least 60 days prior to the proposed effective date. The filing will include a
report demonstrating the Company'’s financial performance for the
previous calendar year and shall be accompanied by detailed

computations, which clearly show the derivation of the relevant amounts, a
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concise statement of the reasons for any change and copies of any
relevant supporting workpapers.

At the time of the true up for the prior calendar year, the Company
shall provide a projected earnings level based on 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. The projections shall be subject to
the annual true-up described above.

Montana-Dakota proposes to allocate the revenue adjustment
authorized each year to the rate classes on an equal percentage basis to
the non-gas rate components applicable under each rate schedule. Any
adjustments shall be set forth as a separate line on customers’ bills. The
proposed tariff also includes a provision for force majeure.

What are the benefits of implementing a Rate Stabilization
Mechanism?

The implementation of a Rate Stabilization mechanism provides a
better means of recognizing changes in system growth, customer usage
and the potential for increased conservation than traditional ratemaking
principles provide. Customers benefit by allowing the Company to share
efficiency savings on a timely basis while eliminating the need for muitiple
rate cases resulting in less regulatory costs.

Has the Company made other changes to its gas tariff?

10
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Yes. The Company has made a change to the Reconnection Fee
for Seasonal Disconnects. Historically the Company has charged the
Basic Service Charge for each month the seasonal customer was not
taking service as the Reconnection Fee. The Company also incurs costs
for the service call to reconnect the service. The Company proposes to
collect both the Basic Service Charge and a Reconnection Charge from
customers that disconnect on a seasonal basis in order to better reflect
the actual costs of reconnecting service.

The Company has made other minor changes which are self-
explanatory. These changeé are clearly denoted on the tariff sheets
reflecting the legislative format.

Does this conclude your direct testimony?

Yes, it does.

11




Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4™ Street
Bismarck, ND 58501

‘ State of North Dakota
Gas Rate Schedule
NDPSC Volume 7
4"Revised Sheet No. 1
TABLE OF CONTENTS Canceling 3™ Revised Sheet No. 1
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. Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:




Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
9" Revised Sheet No. 4
Canceling 8" Revised Sheet No. 4

RESIDENTIAL GAS SERVICE Rate 60

Page 1 of 1

Availability:
In all communities served for all domestic uses. See Rate 100, §V.3, for

definition on class of service.

Rate:
Delivery Service Charge: $0.6937 per day
Cost of Gas: Determined Monthly- See Rate Summary
Sheet for Current Rate
Minimum Bill:
Delivery Service Charge.
Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.
Cost of Gas:

The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas - Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alterations
thereto.

General Terms and Conditions:
The foregoing schedule is subject to Rates 100 through 124 and any
amendments or alterations thereto or additional rules and regulations
promuigated by the Company under the laws of the state.

Date Filed:  February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director - Regulatory Affairs Case No.:



Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
7" Revised Sheet No. 7
Canceling 6™ Revised Sheet No. 7

AIR FORCE Rate 64

Page 1 of 2
Availability:
Minot Air Force Base near Minot, North Dakota, and the Perimeter Acquisition
Radar (PAR) Site, near Concrete, North Dakota. The Air Force shall make an
election of its requirements under each available service and such requirements
shall be set forth in a service agreement with the Company.

Rate:

Basic Service Charge:
Minot Air Force Base $2,000.00 per month
Perimeter Acquisition Radar (PAR) $175.00 per month
Site

Distribution Delivery Charge:
Firm Service $0.329 per dk
Interruptible Service $0.260 per dk

Cost of Gas: Determined Monthly- See Rate Summary

Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas — Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alterations
thereto.

Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:




Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4™ Street
Bismarck, ND 58501

. State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
9™ Revised Sheet No. 13
Canceling 8" Revised Sheet No. 13

FIRM GENERAL GAS SERVICE Rate 70

Page 1 of 2

Avalilability:
In all communities served for all purposes except for resale. See Rate 100, §3,
for definition on class of service.

Rate:
Basic Service Charge:
For customers with meters rated under

500 cubic feet per hour $0.67 per day
For customers with meters rated over
500 cubic feet per hour $1.90 per day
Distribution Delivery Charge: $0.730 per dk
. Cost of Gas: Determined Monthly- See

Rate Summary Sheet for
Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas - Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

. Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:




Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
2™ Revised Sheet No. 13.1
Canceling 1* Revised Sheet No. 13.1

FIRM GENERAL GAS SERVICE Rate 70

Page 2 of 2

Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism
Rate 87 or any amendments or alterations thereto.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alterations
thereto.

General Terms and Conditions:
The foregoing schedule is subject to Rates 100 through 124 and any
amendments or alterations thereto or additional rules and regulations
promulgated by the Company under the laws of the state.

Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:



Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4™ Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
o™ Revised Sheet No. 14
Canceling 8" Revised Sheet No. 14
SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71

Page 1 of 4

Availability:
In all communities served for all interruptible general gas service customers
whose interruptible natural gas load will exceed an input rate of 2,500,000 Btu
per hour, metered at a single delivery point and whose use of natural gas will not
exceed 100,000 dk annually. The rates herein are applicable only to customer's
interruptible load. Customer's firm natural gas requirements must be separately
metered or specified in a firm service agreement. Customer’s firm load shall be
billed at Firm General Gas Service Rate 70. For interruptible purposes, the
maximum daily firm requirement shall be set forth in the firm service agreement.

Rate:
Basic Service Charge: $175.00 per month
Distribution Delivery Charge: Maximum Minimum
$1.112 per dk $0.668 per dk
Cost of Gas: Determined Monthly- See Rate

Summary Sheet for Current Rate

The Distribution Delivery Charge shall be set forth in the service agreement
required as provided in the General Terms and Conditions for service. Such
rate, as adjusted to reflect changes in the Cost of Gas, shall apply for the term of
the agreement regardless of a change in the rates set forth above.

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas — Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:



Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

. State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
5" Revised Sheet No. 14.1
Canceling 4™ Revised Sheet No. 14.1

SMALL INTERRUPTIBLE GENERAL GAS SERVICE Rate 71

Page 2 of 4

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or aiterations
thereto.

General Terms and Conditions:
1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be
subject at all times to the prior demands of customers served on the
Company's firm general gas service rates, and the Company shall have the
right to interrupt deliveries to customers under this schedule without being
required to give previous notice of intention to so interrupt whenever, in
Company's sole judgment, it may be necessary to do so to protect the
interest of its customers whose capacity requirements are otherwise and
hereby given preference. The priority of service and allocation of capacity
. shall be accomplished in accordance with the provisions of Rate 100, §V.10.

2. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails
to curtail or interrupt their use of gas hereunder when requested to do so by
the Company, any gas taken shall be billed at the Firm General Gas Service
Rate 70 (distribution delivery charge and cost of gas), plus either an amount
equal to any penalty payments or overrun charges the Company is required
to make to its interconnecting pipeline(s) under the terms of its contract(s) as
a result of such failure to curtail or interrupt, or $50.00 per dk of gas used in
excess of the volume of gas to which customer was requested to curtail or
interrupt, whichever amount is greater. The Company, in its discretion, may
shut off customer’s supply of gas in the event of customer’s failure to curtail
or interrupt use of gas when requested to do so by the Company.

3. AGREEMENT - Customer will be required to enter into an agreement for
service hereunder for a minimum term of 12 months. Written notice of
termination by either Company or customer must be given at least 60 days
prior to the end of the initial term. Absent such termination notice, the
agreement shall continue for additional terms of equal length until written
notice is given, as provided herein, prior to the end of any subsequent term.
Upon expiration of service, the customer may apply for and receive, at the
sole discretion of the Company, gas service under this rate or another
appropriate rate schedule for the customer's operations.

. Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:
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Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
10™ Revised Sheet No. 15
Canceling 9" Revised Sheet No. 15

OPTIONAL SEASONAL GENERAL GAS SERVICE Rate 72

Page 1 of 2

Availability:
In all communities served for all purposes except for resale. See Rate 100, §V.3,

for definition on class of service.

Rate:
Basic Service Charge:
For customers with meters rated

under 500 cubic feet per hour $0.67 per day

For customers with meters rated

over 500 cubic feet per hour $1.90 per day
Distribution Delivery Charge: $0.730 per dk
Cost of Gas:

Winter- Service rendered October 1 through May 31 Determined Monthly-

See Rate Summary
Sheet for Current Rate

Summer- Service rendered June 1 through Determined Monthly-
September 30 See Rate Summary
Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:




Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
® 400 N 4™ Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
2™ Revised Sheet No. 15.1
Canceling 1* Revised Sheet No. 15.1

OPTIONAL SEASONAL GENERAL GAS SERVICE Rate 72

Page 2 of 2

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas - Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alternations
thereto.

General- Terms and Conditions:
1. The customer agrees to contract for service under the Optional Seasonal
General Gas Service Rate 72 for a minimum of one year.

2. The foregoing schedule is subject to Rates 100 through 124 and any
amendments or alterations thereto or additional rules and regulations
promulgated by the Company under the laws of the state.

Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:




Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

. State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
8" Revised Sheet No. 24.1
Canceling 7" Revised Sheet No. 24.1

TRANSPORTATION SERVICE Rates 81 and 82

Page 2 of 10

Rate:
Under Rate 81 or 82, customer shall pay the applicable Basic Service Charge
plus a negotiated rate not more than the maximum rate or less than the minimum
rate specified below. In the event customer also takes service under Rate 71 or
Rate 85, the Basic Service Charge applicable under Rate 81 or Rate 82 shall be
waived.

Basic Service Charge:

Rate 81 $175.00 per month
Rate 82 $1,000.00 per month
Rate 81 Rate 82
Maximum Rate per dk $0.668 $0.297
‘ Minimum Rate per dk $0.102 $0.061
Balancing Charge per dk $0.300 $0.300
Fuel Charge: Applicable to all dk transported to

customer located within the distribution
system. Charge does not apply to
transmission level customers. See Rate
Summary Sheet for currently effect
charge.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alternations
thereto.

General Terms and Conditions:

1. CRITERIA FOR SERVICE: In order to receive the service, customer must
qualify under one of the Company’s applicable natural gas transportation
service rates and comply with the general terms and conditions of the service
provided herein. The customer is responsible for making all arrangements for
transporting the gas from its source to the Company’s interconnection with
the delivering pipeline(s).

. Date Filed:  February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director -~ Regulatory Affairs Case No.:
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Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
6™ Revised Sheet No. 27
Canceling 5™ Revised Sheet No. 27

LARGE INTERRUPTIBLE GENERAL GAS SERVICE Rate 85

Page 1 of 4
Availability:

In all communities served for all interruptible general gas service customers
whose interruptible natural gas load will exceed 100,000 dk annually as metered
at a single delivery point. The rates herein are applicable only to customer’s
interruptible load. Customer’s firm natural gas requirements must be separately
metered or specified in a firm service agreement. Customer’s firm load shall be
billed at Firm General Gas Service Rate 70. For interruption purposes, the
maximum daily firm requirement shall be set forth in the firm service agreement.

This rate schedule shall not apply for service to U.S. Government installations,
which are covered by separate special contracts.

The Company reserves the right to refuse the initiation of service under this rate
schedule based on the availability of gas supply.

Rate:
Basic Service Charge: $1,000.00 per month
Distribution Delivery Charge: Maximum Minimum
$.718 per dk $.297 per dk
Cost of Gas: Determined Monthly- See Rate
Summary Sheet for Current Rate
Minimum BiIll:

Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas - Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director ~ Regulatory Affairs Case No.:
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Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
400 N 4" Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
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Rate Stabilization Mechanism
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alternations

thereto.

General Terms and Conditions:

1.

PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be
subject at all times to the prior demands of customers served on the
Company's firm general gas service rates, and the Company shall have the
right to interrupt deliveries to customers under this schedule without being
required to give previous notice of intention to so interrupt whenever, in
Company's sole judgment, it may be necessary to do so to protect the
interest of its customers whose capacity requirements are otherwise and
hereby given preference. The priority of service and allocation of capacity
shall be accomplished in accordance with the provisions of Rate 100, §V.10.

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails
to curtain or interrupt their use of gas hereunder when requested to do so by
the Company, any gas taken shall be billed at the Firm General Gas Service
Rate 70 (distribution delivery charge and cost of gas), plus either an amount
equal to any penalty payments or overrun charges the Company is required
to make to its interconnecting pipeline(s) under the terms of its contract(s) as
a result of such failure to curtail or interrupt, or $50.00 per dk of gas used in
excess of the volume of gas to which customer was requested to curtail or
interrupt, whichever amount is greater. The Company, in its discretion, may
shut off customer's supply of gas in the event of customer’s failure to curtail
or interrupt use of gas when requested to do so by the Company.

AGREEMENT - Customer will be required to enter into an agreement for
service hereunder for a minimum term of 12 months. Written notice of
termination by either Company or customer must be given at least 90 days
prior to the end of the initial term. Absent execution of such termination
notice, the agreement shall continue for additional terms of equal length until
written notice is given as provided herein, prior to the end of any subsequent
term. Upon expiration of service, the customer may apply for and receive, at
the sole discretion of the Company, gas service under this rate or another
appropriate rate schedule for the customer’s operations.
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Applicability:

This rate schedule represents a Distribution Delivery Stabilization Mechanism
(DDSM) and specifies the procedure to be utilized to correct for the over/under
collection of distribution delivery charge revenues due to weather fluctuations during
the billing period from November 1 through May 1. Service provided under the
Company's Firm General Service Rates 70 and 92 shall be subject to decreases or
increases under the DDSM.

Distribution Delivery Stabilization Mechanism:

A DDSM will be determined for each customer taking service under Firm General
Service Rates 70 and 92 beginning with the first billing cycle starting November 1
through the billing cycle ending May 1. The DDSM adjustment will be applied on a
real-time basis as a surcharge or credit on all rate schedules to which the DDSM is
applicable to the customers’ bills issued each month during the weather adjustment
period of November 1 through May 1.

DDSM Adjustment Calculation:

The DDSM Adjustment shall be determined for each customer taking service under
Residential Rates 60 or 90 or Firm General Services Rate 70 or 92. In order to
calculate the respective DDSM adjustment, the ratio of the normal HDDs as
compared to the actual HDDs will be determined and multiplied by the temperature
sensitive consumption per customer per HDD. The resulting product shall be
multiplied by the applicable Distribution Delivery Charge rate per dk.

DDSM; = R, (DDF;((NDD-ADD)/ADD))
Where:
DDSM; = | Distribution Delivery Stabilization Adjustment
i = | Customer served under Rate Schedules 70 or 92
Ri = | Applicable Distribution Delivery Charge per dk
DDF; = | Temperature sensitive use per customer
NDD = | Normal degree days for the applicable bill cycle
ADD = | Actual heating degree days for the applicable bill cycle
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Definitions:
Heating Degree [ -| The deviation between the average daily temperatures and
Days 60 degrees Fahrenheit.
Normal Degree | -| The heating degree days based on the 30-year average
Days actual degree days.
Temperature - | Customer’s actual use less the base use per customer per
Sensitive day, denoted below, multiplied by days in the billing period.
Use per Firm General Service Rate Code 700 = 0.05474
Customer Firm General Service Rate Code 701 = 0.84328
Firm General Service Rate Code 920 = 0.0518
Firm General Service Rate Code 921 = 3.28056
Actual Degree | -| The actual degree days reported by the National Weather
Days Service Stations for applicable service areas in North Dakota.
Date Filed: February 6, 2015 Effective Date:
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1. Applicability:
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.
b.

The Company's Aliowed 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.

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.
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¢. Inthe 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.
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Availability:
For the community of Hettinger for all domestic purposes. See Rate 100, §V.3,
for definition on class of service.

Rate:
Delivery Service Charge: $0.6937 per day
Cost of Gas: Determined Monthly- See Rate

Summary Sheet for Current Rate
Minimum Bill:
Delivery Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas as defined in Cost of Gas - Propane Rate 99 or any amendments
or alterations thereto. The cost of propane component is subject to change on a
monthly basis.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alterations
thereto.

Date Filed: February 6, 2015 Effective Date:
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Availability:
For the community of Hettinger for all purposes except for resale. See Rate 100,
§V.3, for definition on class of service.

Rate:
Basic Service Charge:
For customers with meters rated

under 500 cubic feet per hour $0.67 per day
For customers with meters rated
over 500 cubic feet per hour $1.90 per day
Distribution Delivery Charge: $0.730 per dk
. Cost of Gas: Determined Monthly- See Rate

Summary Sheet for Current Rate

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or aiterations thereto.

Cost of Gas:
~ The cost of propane as defined in Cost of Gas - Propane Rate 99 or any
amendments or alterations thereto. The cost of propane component is subject to
change on a monthly basis.

. Date Filed: February 6, 2015 Effective Date:
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Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Distribution Delivery Stabilization Mechanism  Rate 87 or any amendments
or alterations thereto.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the Company'’s
earnings in accordance with the Rate Stabilization Mechanism Rate 89 or any

amendments or alternations thereto.

General Terms and Conditions:

1. The Company may at its discretion and upon thirty days notice, disconnect
service to a customer utilizing a second source of propane. Any customer so
disconnected shall not be eligible for service hereunder for one year from
date of disconnection and shall be subject to reconnection charges to restore

service after the one-year period.

2. The foregoing schedule is subject to Rates 100 through 124 and any
amendments or alterations thereto or additional rules and regulations
promulgated by the Company under the laws of the state.

Date Filed: February 6, 2015 Effective Date:
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PURPOSE:

These rules are intended to define good practice which can normally be
expected, but are not intended to exclude other accepted standards and
practices not covered herein. They are intended to ensure adequate service to
the public and protect the Company from unreasonable demands.

The Company undertakes to furnish service subject to the rules and regulations
of the Public Service Commission of North Dakota and as supplemented by
these general provisions, as now in effect or as may hereafter be lawfully
established, and in accepting service from the Company, each customer agrees
to comply with and be bound by said rules and regulations and the applicable
rate schedules.

DEFINITIONS:
The following terms used in this tariff shall have the following meanings, unless
otherwise indicated:

AGENT - The party authorized by the transportation service customer to act on
that customer's behalf.

APPLICANT - A customer requesting Company to provide service.
COMMISSION - Public Service Commission of the State of North Dakota.
COMPANY -~ Montana-Dakota Utilities Co.

COMPANY’'S OPERATING CONVENIENCE - The utilization, under certain
circumstances, of facilities or practices not ordinarily employed which contribute
to the overall efficiency of Company’s operations. This does not refer to the
customer’s convenience nor to the use of facilities or adoption of practices
required to comply with applicable laws, ordinances, rules or regulations, or
similar requirements of public authorities.

CURTAILMENT - A reduction of transportation or retail natural gas service
deemed necessary by the Company. Also includes any reduction of
transportation natural gas service deemed necessary by the Pipeline.
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CUSTOMER - Any individual, partnership, corporation, firm, other organization
or government agency supplied with service by Company at one location and at
one point of delivery unless otherwise expressly in these rules or in a rate
schedule.

DELIVERY POINT - The point at which customer assumes custody of the gas
being transported. This point will normally be at the outiet of Company’s meter(s)
located on customer’s premises.

GAS DAY - Means a period of twenty-four consecutive hours, beginning and
ending at 9:00 a.m. Central Clock Time.

INTERRUPTION - A cessation of transportation or retail natural gas service
. deemed necessary by Company.

NOMINATION - The daily dk volume of natural gas requested by customer for
transportation and delivery to customer at the delivery point during a gas day.

PIPELINE - The transmission company(s) delivering natural gas into Company's
system.

RATE - Shall mean and include every compensation, charge, fare, toll, rental
and classification, demanded, observed, charged or collected by the Company
for any service, product, or commodity, offered by the Company to the public,
and any rules, regulations, practices or contracts affecting any such
compensation, charge, fare, toll, rental or classification.

RECEIPT POINT - The intertie between Company and the interconnecting
Pipeline(s) at which point Company assumes custody of the gas being
transported.

SHIPPER - The party with whom the Pipeline has entered into a service
agreement with for transportation services.

. Date Filed:  February 6, 2015 Effective Date:
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. CUSTOMER OBLIGATION:

1.

APPLICATION FOR SERVICE - A customer desiring gas service must make
application to the Company before commencing the use of the Company’s
service. The Company reserves the right to require a signed application or
written contract for service to be furnished. All applications and contracts for
service must be made in the legal name of the customer desiring the service.
The Company may refuse a customer or terminate service to a customer who
fails or refuses to furnish reasonable information requested by the Company
for the establishment of a service account. Any person who uses gas service
in the absence of application or contract shall be subject to the Company's
rates, rules, and regulations and shall be responsible for payment of all
service used.

Subject to rates, rules, and regulations, the Company will continue to supply
gas service until notified by customer to discontinue the service. The
customer will be responsible for payment of all service furnished through the
date of discontinuance.

Any customer may be required to make a deposit as required by the
Company.

SERVICE AVAILABILITY - Gas will normally be delivered at standard
pressures of four or five ounces, dependent on the service territory where the
gas service is being delivered. Delivery of gas service at pressures greater
than the standard operating pressure may be available and will require a
consdultation with the Company to determine availability.

INPUT RATING - All new customers whose consumption of gas for any
purpose will exceed an input of 2,500,000 Btu per hour, metered at a single
delivery point, shall consult with the Company and furnish details of estimated
hourly input rates for all gas utilization equipment. Where system design
capacity permits, such customers may be served on a firm basis. Where
system design capacity is limited, and at Company's sole discretion,
Company will serve all such new customers on an interruptible basis only.
Architects, contractors, heating engineers and installers, and all others should
consult with the Company before proceeding to design, erect or redesign
such installations for the use of natural gas. This will ensure that such
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equipment will conform to the Company's ability to adequately serve such
installations with gas.

4. ACCESS TO CUSTOMER'S PREMISES - Company representatives, when
properly identified, shall have access to customer’s premises at all
reasonable times for the purpose of reading meters, making repairs, making
inspections, removing the Company'’s property, or for any other purpose
incidental to the service.

5. COMPANY PROPERTY - The customers shall exercise reasonable diligence
in protecting the Company's property on their premises, and shall be liable to
the Company in case of loss or damage caused by their negligence or that of
their employees.

. 6. INTERFERENCE WITH COMPANY PROPERTY - The customer shall not
disconnect, change connections, make connections or otherwise interfere
with Company’s meters or other property or permit same to be done by other
than the Company’s authorized employees.

7. RELOCATED LINES - Where Company facilities are located on a public or
private utility easement and there is a building encroachment(s), over gas
facilities (Company-owned main, Company-owned service line or customer-
owned service line) the customer shall be charged for line relocation on the
basis of actual costs incurred by the Company including any required
easements or permits.

8. NOTIFICATION OF LEAKS — The customer shall inmediately notify the
Company of any escape of gas in or about the customer’s premises.

9. TERMINATION OF SERVICE - All customers are required to notify the
Company, to prevent their liability for service used by succeeding tenants,
when vacating their premises. Upon receipt of such notice, the Company will
read the meter and further liability for service used on the part of the vacating
customer will cease.

10. REPORTING REQUIREMENTS - Customer shall furnish Company all
information as may be required or appropriate to comply with reporting

. Date Filed: February 6, 2015 Effective Date:
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requirements of duly constituted authorities having jurisdiction over the matter
herein.

11. QUALITY OF GAS - The gas tendered to the Company shall conform to the
applicable quality specifications of the transporting Pipeline’s tariff.

V. LIABILITY
1. CONTINUITY OF SERVICE - The Company will use all reasonable care to
provide continuous service but does not assume responsibility for a regular
and uninterrupted supply of gas service and will not be liable for any loss,
injury, death, or damage resulting from the use of service, or arising from or
caused by the interruption or curtailment of the same.

2. CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in
any other way does the Company give any warranty, express or implied, as
to the adequacy, safety or other characteristics of any structures, equipment,
lines, appliances or devices owned, installed or maintained by the customer
or leased by the customer from third parties. The customer is responsible for
the proper installation and maintenance of all equipment, lines, appliances, or
devices on the customer’s side of the Delivery Point, and for the natural gas
after it passes the Delivery Point. The customer is responsible for inspecting
all natural gas house piping, chimneys, flues and appliances on the
customer’s side of the Delivery Point to ensure all are in working order.

3. COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not
be liable for any loss, injury, death or damage resulting in any way from the
supply or use of gas or from the presence or operation of the Company'’s
structures, equipment, lines, or devices on the customer’s premises, except
loss, injuries, death, or damages resulting from the negligence of the
Company.

4. INDEMNIFICATION - Customer agrees to indemnify and hold Company
harmless from any and all injury, death, loss or damage resulting from
customer’s negligent or wrongful acts under and during the term of service.
Company agrees to indemnify and hold customer harmless from any and all
injury, death, loss or damage resulting from Company's negligent or
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wrongful acts under and during the term of service.

FORCE MAJEURE - In the event of either party being rendered wholly or in
part by force majeure unable to carry out its obligations, then the obligations
of the parties hereto, so far as they are affected by such force majeure, shall
be suspended during the continuance of any inability so caused. Such
causes or contingencies affecting the performance by either party, however,
shall not relieve it of liability in the event of its concurring negligence or in the
event of its failure to use due diligence to remedy the situation and remove
the cause in an adequate manner and with all reasonable dispatch, nor shall
such causes or contingencies affecting the performance relieve either party
from its obligations to make payments of amounts then due hereunder, nor
shall such causes or contingencies relieve either party of liability unless such
party shall give notice and full particulars of the same in writing or by
telephone to the other party as soon as possible after the occurrence relied
on. If volumes of customer's gas are destroyed while in Company’s
possession by an event of force majeure, the obligations of the parties shall
terminate with respect to the volumes lost.

The term “force majeure” as employed herein shall include, but shall not be
limited to, acts of God, strikes, lockouts or other industrial disturbances,
failure to perform by any third party, which performance is necessary to the
performance by either customer or Company, acts of the public enemy or
terrorists, wars, blockades, insurrections, riots, epidemics, landslides,
lightning, earthquakes, fires, storms, floods, washouts, arrest and restraint of
rulers and peoples, civil disturbances, explosions, breakage or accident to
machinery or lines of pipe, line freeze-ups, sudden partial or sudden entire
failure of gas supply, failure to obtain materials and supplies due to
governmental regulations, and causes of like or similar kind, whether herein
enumerated or not, and not within the control of the party claiming
suspension, and which by the exercise of due diligence such party is unable
to overcome; provided that the exercise of due diligence shall not require
settlement of labor disputes against the better judgment of the party having
the dispute.
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The term “force majeure” as employed herein shall also include, but shall not
be limited to, inability to obtain or acquire, at reasonable cost, grants,
servitudes, rights-of-way, permits, licenses, or any other authorization from
third parties or agencies (private or governmental) or inability to obtain or
acquire at reasonable cost necessary materials or supplies to construct,
maintain, and operate any facilities required for the performance of any
obligations under this agreement, when any such inability directly or indirectly
contributes to or results in either party’s inability to perform its obligations.

V. GENERAL TERMS AND CONDITIONS:
1. AGREEMENT - Upon request of the Company, customer may be required to
enter into an agreement for any service.

2. RATE OPTIONS - Where more than one rate schedule is available for the
same class of service, the Company will assist the customer in selecting the
applicable rate schedule(s). The Company is not required to change a
customer from one rate schedule to another more often than once in twelve
months unless there is a material change in the customer’s load which alters
the availability and/or applicability of such rate(s), or unless a change
becomes necessary as a result of an order issued by the Commission or a
court having jurisdiction. The Company will not be required to make any
change in a fixed term contract except as provided therein.

3. RULES FOR APPLICATION OF GAS SERVICE:

(a) Residential gas service is available to any residential customer for
domestic purposes only. Residential gas service is defined as service for
general domestic household purposes in space occupied as living
quarters, designed for occupancy by one family with separate cooking
facilities. Typical service would include the following: separately metered
units, such as single private residences, single apartments, mobile homes
with separate meters and sorority and fraternity houses, and auxiliary
buildings on the same premise when used for residential purposes by the
residential customer. This is not an all-inclusive list.

(b) Nonresidential service is defined as service provided to a business
enterprise in space occupied and operated for nonresidential purposes.
Typical service would include stores, offices, shops, restaurants, boarding
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houses, hotels, service garages, wholesale houses, filling stations, barber
shops, beauty salons, master metered apartment houses, common areas
of shopping malls or apartments (such as halls or basements), churches,
elevators, schools and facilities located away from the home site. This is
not an all-inclusive list.

(c) The definitions above are based upon the supply of service to an entire
premise through a single delivery and metering point. Separate supply
for the same customer at other points of consumption may be separately
metered and billed.

(d) If separate metering is not practical for a single unit (one premise) that is
using gas for both domestic purposes and for conducting business (or for
nonresidential purposes as defined herein), the customer will be billed
under the predominate use policy. Under this policy, the customer’s
combined service is billed under the rate (Residential or Nonresidential)
applicable to the type of service which constitutes 50% or more of the

customer's total connected load.

(e) Other classes of service furnished by the Company shall be defined in
applicable rate schedules or in rules and regulations pertaining thereto.
Service to customers for which no specific rate schedule is applicable
shall be billed on the Nonresidential rates.

DISPATCHING - Transportation customers will adhere to gas dispatching
policies and procedures established by Company to facilitate transportation
service. Company will inform customer of any changes in dispatching
policies that may affect transportation services as they occur.

RULES COVERING GAS SERVICE TO MANUFACTURED HOMES - The
rules and regulation for providing gas service to manufactured homes are in
accordance with the Code of Federal Regulations (24CFR Part 3280 -
Manufactured Homes Construction and Safety Standards) Subpart G and H
which pertain to gas piping and appliance installation. In addition to the
above rules, the Company also follows the regulations set forth in the NFPA
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501A, Fire Safety Criteria for Manufactured Home Installations, Sites, and
Communities.

6. CONSUMER DEPOSITS - The Company will determine whether or not a
deposit shall be required of an applicant for gas service in accordance with
Commission rules.

(a) The amount of such deposit shall not exceed one and one-half times the
estimated amount of one month’s average bill.

(b) The Company may accept in lieu of a cash deposit a contract signed by a
guarantor, satisfactory to the Company, whereby the payment of a
specified sum not to exceed the required cash deposit is guaranteed.

. The term of such contract shall be indeterminate, but it shall automatically
terminate when the customer gives notice of service discontinuance to
the Company or a change in location covered by the guarantee
agreement of thirty days after written request for termination is made to
the utility by the guarantor. However, no agreement shall be terminated
without the customer having made satisfactory settlement for any
balance, which the customer owes the Company. Upon termination of a
guarantee contract, a new contract or a cash deposit may be required by
the Company.

A deposit shall earn interest at the rate paid by the Bank of North Dakota
on a six-month certificate of deposit as of the first business day of each
year. Interest shall be credited to the customer’s account annually during
the month of December.

Deposits with interest shall be refunded to customers at termination of
service provided all billings for service have been paid. Deposits with
interest will be refunded to all active customers, after the deposit has
been held for twelve months, provided prompt payment record has been
established.

‘ Date Filed: February 6, 2015 Effective Date:
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METERING AND MEASUREMENT:

(a) Company will meter the volume of natural gas delivered to customer at
the delivery point. Such meter measurement will be conclusive upon both
parties unless such meter is found to be inaccurate, in which case the
quantity supplied to customer shall be determined by as correct an
estimate as it is possible to make, taking into consideration the time of
year, the schedule of customer's operations and other pertinent facts.
Company will test meters in accordance with applicable state utility rules
and regulations.

(b) Interruptible sales and transportation service customers agree to provide
the cost of the installation of remote data acquisition equipment; as
required, to the Company before service is implemented as provided for
in the applicable rate schedule

MEASUREMENT UNIT FOR BILLING PURPOSES - The measurement unit
for billing purposes shall be one (1) decatherm (dk), unless otherwise
specified. Billing will be calculated to the nearest one-tenth (1/10) dk. One
dk equals 10 therms or 1,000,000 Btu's. Dk’s shall be calculated by the
application of a thermal factor to the volumes metered. This thermal factor
consists of:

(a) An altitude adjustment factor used to convert metered volumes at local
sales base pressure to a standard pressure base of 14.73 psia, and

(b) A Btu adjustment factor used to reflect the heating value of the gas
delivered.

UNIT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose
of measurement shall be one (1) cubic foot of gas at either local sales base
pressure or 14.73 psia, as appropriate, and at a temperature base of sixty
degrees Fahrenheit (60°F). All measurement of natural gas by orifice meter
shall be reduced to this standard by computation methods, in accordance
with procedures contained in ANSI-API Standard 2530, First Edition, as
amended. Where natural gas is measured with positive displacement or
turbine meters, correction to local sales base pressure shall be made for
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actual pressure and temperature with factors calculated from Boyle's and
Charles’ Laws. Where gas is delivered at 20 psig or more, the deviation of
the natural gas from Boyle's Law shall be determined by application of
Supercompressibility Factors for Natural Gas published by the American Gas
Association, Inc., copyright 1955, as amended or superseded. Where gas is
measured with electronic correcting instruments at pressures greater than
local sales base, supercompressibility will be calculated in the corrector using
AGA-3/NX-19, as amended, supercompressibility calculation. For handbilled
accounts, application of supercompressibility factors will be waived on
monthly-billed volumes of 250 dk or less.

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of
Service from Highest to Lowest:
. (a) Priority 1 — Firm sales services.

(b) Priority 2 — Small interruptible sales and small interruptible transportation
service at the maximum rate on a pro rata basis.

(c) Priority 3 — Large interruptible sales and large interruptible transportation
service at the maximum rate on a pro rata basis.

(d) Priority 4 — Small interruptible sales and small interruptible transportation
service at less than the maximum rate from the highest rate to the lowest
rate on the pro rata basis where equal rates are applicable among
customers.

(e) Priority 5 - Large interruptible sales and large interruptible transportation
service from the highest rate to the lowest rate on a pro rata basis where
equal rates are applicable among customers.

(f) Priority 6 — Gas scheduled to clear imbalances.

Montana-Dakota shall have the right, in its sole discretion, to deviate from the
above schedule when necessary for system operational reasons and if
following the above schedule would cause an interruption in service to a
customer who is not contributing to an operational problem on Montana-
Dakota’s system.

Montana-Dakota reserves the right to provide service to customers with lower
priority while service to higher priority customers is being curtailed due to

. Date Filed: February 6, 2015 Effective Date:
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restrictions at a given delivery or receipt point. When such restrictions are
eliminated, Montana-Dakota will reinstate sales and/or transportation of gas
according to each customer’s original priority.

11. LATE PAYMENT - Amounts billed will be considered past due if not paid by
the due date shown on the bill. An amount equal to 1 percent per month will
be applied to any unpaid balance existing if not paid by the due date,
provided however, that such amount shall not apply where a bill is in dispute

| or a formal complaint is being processed. All payments received will apply to
the customer’s account prior to calculating the late payment charge. Those
payments applied shall satisfy the oldest portion of the bill first.

12. RETURNED CHECK CHARGE - A charge of $40.00 will be collected by the
. Company for any check for any reason not honored by customer’s bank.

13. TAX CLAUSE - In addition to the charges provided for in the gas tariffs of the
Company, there shall be charged pro rata amounts which, on an annual
basis, shall be sufficient to yield to the Company the full amount of any sales,
use or excise taxes, whether they be denominated as license taxes,
occupation taxes, business taxes, privilege taxes, or otherwise, levied against
or imposed upon the Company by any municipality, political subdivision, or
other entity, for the privilege of conducting its utility operations therein.

The charges to be added to the customer's service bills under this clause
shall be limited to the customers within the corporate limits of the
municipality, political subdivision or other entity imposing the tax.

14. UTILITY CUSTOMER SERVICES:
(a) The following services will be performed at no charge regardiess of the
time of performance:
(1) Fire and explosions calls.

(2) Investigate hazardous condition on customer premises, such as gas
leaks, odor complaints, combustion gas fumes.
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(3) Maintenance or repair of Company-owned facilities on the customer’s
premises.

(b) The following service calls will be performed at no charge during the
Company'’s normal business hours:

(1) Cut-ins and cut-outs.
(2) High bills or inadequate service complaints.

(3) Location of underground Company facilities and customer-owned gas
service lines for contractors, builders, plumbers, etc.

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS HOURS -
For service requested by customers after the Company’s normal business
hours and on Saturday, Sunday, or legal holidays, a charge will be made for
labor at standard overtime service rates and materials at retail prices.

Customers requesting service after the Company’s normal business hours
will be informed of the after hour service rate and encouraged to have the
service performed during normal business hours.

16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to have their
gas service disconnected shall notify the Company during regular business
hours, one business day before service is to be disconnected. Such notice
shall be by letter, or telephone call to the Company’s Customer Service Center.
Saturdays, Sundays and legal holidays are not considered business days.

17. RECONNECTION FEE FOR SEASONAL OR TEMPORARY CUSTOMER - A
customer who requests reconnection of service, during normal working hours,
at a location where same customer discontinued the same service during the
preceding 12-month period will be charged a reconnection fee as follows:

Residential - The Basic Service Charge applicable during the period
service was not being used as well as a $30.00 reconnection fee when
scheduled reconnection is for a future regular work day or the call to
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request reconnection of service for the same (regular) day is received
prior to 12:00 p.m. Standard overtime rates will be applied for
reconnection of service after normal business hours when the call to
request reconnection of service is received after 12:00 p.m. on a regular
work day and reconnection is requested for that day. The Basic Service
Charge applicable during the period service was not being used will be
assessed as well.

Non-Residential — The Basic Service Charge applicable during the period
while service was not being used. However, the reconnection charge

| applicable to seasonal business concerns such as irrigation, grain drying

| and asphalt processing shall be the Basic Service Charge applicable

\ during the period while service was not being used less the Distribution

| Delivery Charge revenue collected during the period in-service. A

} . reconnection fee of $30.00 will also apply to reconnections. Standard
overtime rates will apply to the reconnection of service occurring after
normal business hours when the call to request reconnection of service is
received after 12:00 p.m. on a regular work day for reconnection that day.

r

Transportation customers who cease service and then resume service
within the succeeding 12 months shall be subject to a minimum
reconnection charge of $160.00 whenever reinstallation of the required
remote data acquisition equipment is necessary.

18. DISCONNECTION OF SERVICE FOR NONPAYMENT OF BILLS - All
amounts billed for service are due when rendered and will be considered
delinquent if not paid by due date shown on the bill. If any customer shall
become delinquent in the payment of amounts billed, such service may be
discontinued by the Company under the applicable rules of the Commission.
The Company may collect a fee of $30.00 before restoring gas service, which
has been disconnected for nonpayment of service bills during normal
business hours. Standard overtime rates will apply for services performed
after normal business hours when the call to request reconnection of service
is received after 12:00 p.m. on a regular work day for reconnection that day.
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19. DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN
NONPAYMENT OF BILLS - The Company reserves the right to discontinue
service for any of the following reasons:

(a) In the event of customer use of equipment in such a manner as to
adversely affect the Company’s equipment or service to others.

(b) In the event of tampering with the equipment furnished and owned by the
Company.

(c) For violation of or noncompliance with the Company’s rules on file with
the Commission.

(d) For failure of the customer to fulfill the contractual obligations imposed as
conditions of obtaining service.

(e) For refusal of reasonable access to property to the agent or employee of
the Company for the purpose of inspecting the facilities or for testing,
reading, maintaining or removing meters.

The right to discontinue service for any of the above reasons may be
exercised whenever and as often as such reasons may occur, and any
delay on the part of the Company in exercising such rights, or omission of
any action permissible hereunder, shall not be deemed a waiver of its
rights to exercise same.

Nothing in these regulations shall be construed to prevent discontinuing
service without advance notice for reasons of safety, health, cooperation
with civil authorities, or fraudulent use, tampering with or destroying
Company facilities.

The Company may collect a reconnect fee of $30.00 before restoring gas
service, which has been disconnected for the above causes.
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20. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is
defined as any deliberate interference such as tampering with a Company
meter, pressure regulator, registration, connections, equipment, seals,
procedures or records that result in a loss of revenue to the Company.
Unauthorized service is also defined as reconnection of service that has been
terminated, without the Company’s consent.

(a) Examples of unauthorized use of service include the following, but are not
limited to:

(1) Bypass piping around meter.

(2) Bypass piping installed in place of meter.

(3) Meter reversed.

(4) Meter index disengaged or removed.

. (5) Service or equipment tampered with or piping connected ahead of

meter.

(6) Tampering with meter or pressure regulator that affects the accurate
registration of gas usage.

(7) Gas being used after service has been discontinued by the Company.

(8) Gas being used after service has been discontinued by the Company
as a result of a new customer turning gas on without the proper
connect request.

(b) In the event that there has been unauthorized use of service, customer
shall be charged for:

(1) Time, material and transportation costs used in investigation.
(2) Estimated charge for non-metered gas.

(3) On-premise time to correct situation.

(4) Any damage to Company property.

(c) Customer service so disconnected shall be reconnected after a customer
has furnished satisfactory evidence of compliance with Company'’s rules
and conditions of service, and paid all charges as hereinafter set forth in
this procedure.

. Date Filed: February 6, 2015 Effective Date:

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.:



Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
2™ Revised Sheet No. 42.18
Cancelling 1* Revised Sheet No. 42.18

GENERAL PROVISIONS Rate 100

Page 19 of 19

(1) All delinquent bills, if any.

(2) The amount of any Company revenue loss attributable to said
tampering.

(3) Expenses incurred by the Company in replacing or repairing the meter
or other appliance costs incurred in preparation of the bill, plus costs
as outlined in number 20.b above.

(4) Reconnection fee applicable.

(5) A cash deposit, the amount of which will not exceed the maximum
amount determined in accordance with Commission Rules.

21. RATE FOR EMPLOYEES - A bill discount may be available for residential
use only in a single family unit served by Montana-Dakota to qualifying
employees and retirees of MDU Resources and its subsidiaries. The bill shall
be computed at applicable rate and amount reduced by 33 1/3 percent.

22. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS:

Rate 105 — Gas Meter Test Program

Rate 119 — Interruptible Gas Service Extension Policy

Rate 120 — Firm Gas Service Extension Policy

Rate 124 — New Installation, Replacement, Relocation and Repair of Gas
Service Lines

Date Filed: February 6, 2015 Effective Date:
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Availability:
In all communities served for all domestic uses. See Rate 100, §V.3, for

definition on class of service.

Rate:
Basie-Delivery Service Charge: $0.48356937 per day
Distribution-Deli ol : $.0.326 "
Cost of Gas: Determined Monthly- See Rate Summary

Sheet for Current Rate

Minimum Bill:
Basie-Delivery Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on

the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas — Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Distribution-DeliveryRate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment forthe-effects-of

weather-in accordance with the Distribution-Delivery-Rate Stabilization
Mechanism Rate 897 or any amendments or alterations thereto.

General Terms and Conditions:
The foregoing schedule is subject to Rates 100 through 124 and any
amendments or alterations thereto or additional rules and regulations
promulgated by the Company under the laws of the state.
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Availability:
Minot Air Force Base near Minot, North Dakota, and the Perimeter Acquisition
Radar (PAR) Site, near Concrete, North Dakota. The Air Force shall make an
election of its requirements under each available service and such requirements
shall be set forth in a service agreement with the Company.

Rate:

Basic Service Charge:
Minot Air Force Base $2,000.00 per month
Perimeter Acquisition Radar (PAR) $175.00 per month
Site

Distribution Delivery Charge:
Firm Service $0.329 per dk
Interruptible Service $0.260 per dk

Cost of Gas: Determined Monthly- See Rate Summary

Sheet for Current Rate

Minimum BIll:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas - Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alterations
thereto.
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Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism
Rate 87 or any amendments or alterations thereto.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alterations
thereto.

General Terms and Conditions:
The foregoing schedule is subject to Rates 100 through 124 and any
. amendments or alterations thereto or additional rules and regulations
promulgated by the Company under the laws of the state.
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Availability:
In all communities served for all interruptible general gas service customers
whose interruptible natural gas load will exceed an input rate of 2,500,000 Btu
per hour, metered at a single delivery point and whose use of natural gas will not
exceed 100,000 dk annually. The rates herein are applicable only to customer's
interruptible load. Customer’s firm natural gas requirements must be separately
metered or specified in a firm service agreement. Customer’s firm load shall be
billed at Firm General Gas Service Rate 70. For interruptible purposes, the
maximum daily firm requirement shall be set forth in the firm service agreement.

Rate:
Basic Service Charge: $175.00 per month

Distribution Delivery Charge: Maximum Minimum
$0-8281.112 per dk $0-4860.668 per dk

Cost of Gas: Determined Monthly- See Rate
Summary Sheet for Current Rate

The Distribution Delivery Charge shall be set forth in the service agreement
required as provided in the General Terms and Conditions for service. Such
rate, as adjusted to reflect changes in the Cost of Gas, shall apply for the term of
the agreement regardless of a change in the rates set forth above.

Minimum Bill:
Basic Service Charge.

Payment:
Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas - Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.
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Rate Stabilization Mechanism:

Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alterations

thereto.

General Terms and Conditions:

1.

PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be
subject at all times to the prior demands of customers served on the
Company's firm general gas service rates, and the Company shall have the
right to interrupt deliveries to customers under this schedule without being
required to give previous notice of intention to so interrupt whenever, in
Company'’s sole judgment, it may be necessary to do so to protect the
interest of its customers whose capacity requirements are otherwise and
hereby given preference. The priority of service and allocation of capacity
shall be accomplished in accordance with the provisions of Rate 100, §V.10.

PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails
to curtail or interrupt their use of gas hereunder when requested to do so by
the Company, any gas taken shall be billed at the Firm General Gas Service
Rate 70 (distribution delivery charge and cost of gas), plus either an amount
equal to any penalty payments or overrun charges the Company is required
to make to its interconnecting pipeline(s) under the terms of its contract(s) as
a result of such failure to curtail or interrupt, or $50.00 per dk of gas used in
excess of the volume of gas to which customer was requested to curtail or
interrupt, whichever amount is greater. The Company, in its discretion, may
shut off customer’s supply of gas in the event of customer's failure to curtail
or interrupt use of gas when requested to do so by the Company.

AGREEMENT - Customer will be required to enter into an agreement for
service hereunder for a minimum term of 12 months. Written notice of
termination by either Company or customer must be given at least 60 days
prior to the end of the initial term. Absent such termination notice, the
agreement shall continue for additional terms of equal length until written
notice is given, as provided herein, prior to the end of any subsequent term.
Upon expiration of service, the customer may apply for and receive, at the
sole discretion of the Company, gas service under this rate or another
appropriate rate schedule for the customer’s operations.

Date Filed:

Issued By:

April 14, 2014 Effective Date:  Service rendered on and
after May 1, 2014

Tamie A. Aberle

Director - Regulatory Affairs Case No.: PU-13-803
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Cost of Gas:
The cost of gas includes all applicable cost of gas items as defined in Cost of
Gas - Natural Gas Rate 88 or any amendments or alterations thereto. The cost
of gas component is subject to change on a monthly basis.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alterations
thereto.

General Terms and Conditions:
1. The customer agrees to contract for service under the Optional Seasonal
General Gas Service Rate 72 for a minimum of one year.

2. The foregoing schedule is subject to Rates 100 through 124 and any
amendments or alterations thereto or additional rules and regulations
promulgated by the Company under the laws of the state.

Date Filed:  April 14, 2014 Effective Date:  Service rendered on and
after May 1, 2014
Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.: PU-13-803
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Rate:
Under Rate 81 or 82, customer shall pay the applicable Basic Service Charge
plus a negotiated rate not more than the maximum rate or less than the minimum
rate specified below. In the event customer also takes service under Rate 71 or
Rate 85, the Basic Service Charge applicable under Rate 81 or Rate 82 shall be
waived.

Basic Service Charge:

Rate 81 $175.00 per month
Rate 82 $1,000.00 per month
Rate 81 Rate 82
Maximum Rate per dk $0.485668 $0.297
Minimum Rate per dk $0.102 $0.061
Balancing Charge per dk $0.300 $0.300
Fuel Charge: Applicable to all dk transported to

customer located within the distribution
system. Charge does not apply to
transmission level customers. See Rate
Summary Sheet for currently effect
charge.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 893 or any amendments or alterations
thereto.

General Terms and Conditions:

1. CRITERIA FOR SERVICE: In order to receive the service, customer must
qualify under one of the Company’s applicable natural gas transportation
service rates and comply with the general terms and conditions of the service
provided herein. The customer is responsible for making all arrangements for
transporting the gas from its source to the Company'’s interconnection with
the delivering pipeline(s).

Date Filed: April 14, 2014 Effective Date: Service rendered on and
‘ after May 1, 2014
Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.: PU-13-803
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Rate Stabilization Mechanism

Service under this rate schedule is subject to an adjustment in accordance with

the Rate Stabilization Mechanism Rate 89 or any amendments or alterations
thereto.

General Terms and Conditions:

1. PRIORITY OF SERVICE - Deliveries of gas under this schedule shall be
subject at all times to the prior demands of customers served on the
Company’s firm general gas service rates, and the Company shall have the
right to interrupt deliveries to customers under this schedule without being
required to give previous notice of intention to so interrupt whenever, in
Company's sole judgment, it may be necessary to do so to protect the
interest of its customers whose capacity requirements are otherwise and
hereby given preference. The priority of service and allocation of capacity
shall be accomplished in accordance with the provisions of Rate 100, §V.10.

2. PENALTY FOR FAILURE TO CURTAIL OR INTERRUPT - If customer fails
to curtain or interrupt their use of gas hereunder when requested to do so by
the Company, any gas taken shall be billed at the Firm General Gas Service
Rate 70 (distribution delivery charge and cost of gas), plus either an amount
equal to any penalty payments or overrun charges the Company is required
to make to its interconnecting pipeline(s) under the terms of its contract(s) as
a result of such failure to curtail or interrupt, or $50.00 per dk of gas used in
excess of the volume of gas to which customer was requested to curtail or
interrupt, whichever amount is greater. The Company, in its discretion, may
shut off customer’s supply of gas in the event of customer’s failure to curtail
or interrupt use of gas when requested to do so by the Company.

3. AGREEMENT - Customer will be required to enter into an agreement for
service hereunder for a minimum term of 12 months. Written notice of
termination by either Company or customer must be given at least 90 days
prior to the end of the initial term. Absent execution of such termination
notice, the agreement shall continue for additional terms of equal length until
written notice is given as provided herein, prior to the end of any subsequent
term. Upon expiration of service, the customer may apply for and receive, at
the sole discretion of the Company, gas service under this rate or another
appropriate rate schedule for the customer’s operations.

Date Filed: April 14, 2014 Effective Date: Service rendered on and
after May 1, 2014
Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.: PU-13-803
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Applicability:
This rate schedule represents a Distribution Delivery Stabilization Mechanism
(DDSM) and specifies the procedure to be utilized to correct for the over/under
collection of distribution delivery charge revenues due to weather fluctuations during
the billing period from November 1 through May 1. Service provided under the
| Company’'s Residential-Rates-60-and-90-and-Firm General Service Rates 70 and 92
shall be subject to decreases or increases under the DDSM.

Distribution Delivery Stabilization Mechanism:
A DDSM wiill be determined for each customer taking service under Residential
Service-Rates-60-and-90-and-Firm General Service Rates 70 and 92 beginning with
the first billing cycle starting November 1 through the billing cycle ending May 1. The
DDSM adjustment will be applied on a real-time basis as a surcharge or credit on all
rate schedules to which the DDSM is applicable to the customers’ bills issued each
. month during the weather adjustment period of November 1 through May 1.

|
|
| DDSM Adjustment Calculation:
The DDSM Adjustment shall be determined for each customer taking service under
Residential Rates 60 or 90 or Firm General Services Rate 70 or 92. In order to
calculate the respective DDSM adjustment, the ratio of the normal HDDs as
compared to the actual HDDs will be determined and multiplied by the temperature
| sensitive consumption per customer per HDD. The resulting product shall be
| multiplied by the applicable Distribution Delivery Charge rate per dk.

} DDSM; = R (DDF;((NDD-ADD)/ADD))

Where:

DDSM; = | Distribution Delivery Stabilization Adjustment
| | i = | Customer served under Rate Schedules 60,-70,-80 or 92
| R = | Applicable Distribution Delivery Charge per dk
| DDF,; = | Temperature sensitive use per customer

NDD = | Normal degree days for the applicable bill cycle

ADD = | Actual heating degree days for the applicable bill cycle

Date Filed: September 22, 2004 Effective Date:  Service rendered on and after
October 1, 2004
. Issued By: Donald R. Ball
Assistant Vice President - Case No.: PU-04-97

Regulatory Affairs
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Definitions:
Heating Degree | - | The deviation between the average daily temperatures and
Days 60 degrees Fahrenheit.
| Normal Degree | -| The heating degree days based on the 30-year average
Days actual degree days.
Temperature - | Customer’s actual use less the base use per customer per
Sensitive day, denoted below, multiplied by days in the billing period.
Use per Residential-Rate-Code-60—-04474
Customer ResidentiaHRate-Code-80—01233
Firm General Service Rate Code 700 = -044320.05474
Firm General Service Rate Code 701 = —733460.84328
Firm General Service Rate Code 920 = -024250.0518
Firm General Service Rate Code 921 = 2.820373.28056
‘ Actual Degree |- | The actual degree days reported by the National Weather
Days Service Stations for applicable service areas in North Dakota.

Date Filed:  April 24, 2014

. Issued By: Tamie A. Aberle

Effective Date:  Service rendered on and after
May 1, 2014

Director — Regulatory Affairs Case No.: PU-13-803
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1. _Applicability:
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 Comgany 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
1 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, 20156 Effective Date:

Issued By: Tamie A. Aberle
Director — Reguiatory Affairs Case No.:
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Availability:
For the community of Hettinger for all domestic purposes. See Rate 100, §V.3,
for definition on class of service.

Rate:
|  Basic-Delivery Service Charge: $0.49356937 per day
Cost of Gas: Determined Monthly- See Rate
Summary Sheet for Current Rate
Minimum Bill:

Basic-Delivery_Service Charge.

) Payment:
. Billed amounts will be considered past due if not paid by the due date shown on
the bill. Past due bills are subject to a late payment charge in accordance with
the provisions of Rate 100, §V.11, or any amendments or alterations thereto.

Cost of Gas:
The cost of gas as defined in Cost of Gas - Propane Rate 99 or any amendments
or alterations thereto. The cost of propane component is subject to change on a
monthly basis.

| Distribution-DeliveryRate -Stabilization Mechanism:
| Service under this rate schedule is subject to an adjustment forthe-effects-of

weather-in accordance with the Distribution-DeliveryRate Stabilization
Mechanism Rate 897 or any amendments or alterations thereto.

Date Filed: April 14, 2014 Effective Date: Service rendered on and
after May 1, 2014

Issued By: Tamie A. Aberle
Director — Regulatory Affairs Case No.: PU-13-803
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Distribution Delivery Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment for the effects of
weather in accordance with the Distribution Delivery Stabilization Mechanism
Rate 87 or any amendments or alterations thereto.

Rate Stabilization Mechanism:
Service under this rate schedule is subject to an adjustment in accordance with
the Rate Stabilization Mechanism Rate 89 or any amendments or alternations
thereto.

General Terms and Conditions:

1. The Company may at its discretion and upon thirty days notice, disconnect
service to a customer utilizing a second source of propane. Any customer so
disconnected shall not be eligible for service hereunder for one year from
date of disconnection and shall be subject to reconnection charges to restore
service after the one-year period.

2. The foregoing schedule is subject to Rates 100 through 124 and any
amendments or alterations thereto or additional rules and regulations
promulgated by the Company under the laws of the state.

Date Filed: October 24, 2013 Effective Date: Service rendered on and
after November 17, 2013
Issued By: Tamie A. Aberie
Director — Regulatory Affairs Case No.: PU-13-803
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Date Filed: September 22, 2004 Effective Date:  Service rendered on and after
October 1, 2004
Issued By: Donald R. Ball
Assistant Vice President Case No.: PU-04-97
Regulatory Affairs
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Regulatory Affairs
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PURPOSE:

These rules are intended to define good practice which can normally be
expected, but are not intended to exclude other accepted standards and
practices not covered herein. They are intended to ensure adequate service to
the public and protect the Company from unreasonable demands.

The Company undertakes to furnish service subject to the rules and regulations
of the Public Service Commission of North Dakota and as supplemented by
these general provisions, as now in effect or as may hereafter be lawfully
established, and in accepting service from the Company, each customer agrees
to comply with and be bound by said rules and regulations and the applicable
rate schedules.

DEFINITIONS:
The following terms used in this tariff shall have the following meanings, unless
otherwise indicated:

AGENT - The party authorized by the transportation service customer to act on
that customer’s behalf.

APPLICANT - A customer requesting Company to provide service.
COMMISSION - Public Service Commission of the State of North Dakota.
COMPANY — Montana-Dakota Utilities Co.

COMPANY'S OPERATING CONVENIENCE - The utilization, under certain
circumstances, of facilities or practices not ordinarily employed which contribute
to the overall efficiency of Company’s operations. This does not refer to the
customer’s convenience nor to the use of facilities or adoption of practices
required to comply with applicable laws, ordinances, rules or regulations, or
similar requirements of public authorities.

CURTAILMENT - A reduction of transportation or retail natural gas service
deemed necessary by the Company. Also includes any reduction of
transportation natural gas service deemed necessary by the Ppipeline.

Date Filed: September 22, 2004 Effective Date:  Service rendered on and after

October 1, 2004

Issued By: Donald R. Ball

Assistant Vice President Case No.: PU-04-97
Regulatory Affairs




Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
A 400 N 4" Street
Bismarck, ND 58501

‘ State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
1* Revised Sheet No. 42.3
Canceling Original Sheet No. 42.3

GENERAL PROVISIONS Rate 100

Page 4 of 18

CUSTOMER - Any individual, partnership, corporation, firm, other organization
or government agency supplied with service by Company at one location and at
one point of delivery unless otherwise expressly in these rules or in a rate
schedule.

DELIVERY POINT - The point at which customer assumes custody of the gas
being transported. This point will normally be at the outlet of Company’s meter(s)
located on customer's premises.

GAS DAY - Means a period of twenty-four consecutive hours, beginning and
ending at 9:00 a.m. Central Clock Time.

INTERRUPTION - A cessation of transportation or retail natural gas service
’ . deemed necessary by Company.

NOMINATION - The daily dk volume of natural gas requested by customer for
transportation and delivery to customer at the delivery point during a gas day.

PIPELINE — The transmission company(s) delivering natural gas into
| Ceompany's system.

RATE - Shall mean and include every compensation, charge, fare, toll, rental

I and classification,-er-any-ef-them; demanded, observed, charged or collected by
the Company for any service, product, or commodity, offered by the Company to
the public, and any rules, regulations, practices or contracts affecting any such
compensation, charge, fare, toll, rental or classification.

RECEIPT POINT - The intertie between Company and the interconnecting
| Ppipeline(s) at which point Company assumes custody of the gas being
transported.

SHIPPER - The party with whom the Pipeline has entered into a service
| -agreement with for transportation services.

. Date Filed: September 22, 2004 Effective Date:  Service rendered on and after
October 1, 2004
Issued By: Donald R. Ball
Assistant Vice President Case No.: PU-04-97
Regulatory Affairs

o
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I
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APPLICATION FOR SERVICE - A customer desiring gas service must make
application to the Company before commencing the use of the Company's
service. The Company reserves the right to require a signed application or
written contract for service to be furnished. All applications and contracts for
service must be made in the legal name of the customer desiring the service.
The Company may refuse a customer or terminate service to a customer who
fails or refuses to furnish reasonable information requested by the Company
for the establishment of a service account. Any eustemer-person who uses
gas service in the absence of application or contract shall be subject to the
Company's rates, rules, and regulations and shall be responsible for payment
of all service used.

Subject to rates, rules, and regulations, the Company will continue to supply
gas service until notified by customer to discontinue the service. The
customer will be responsible for payment of all service furnished through the
date of discontinuance.

Any customer may be required to make a deposit as required_by the
Company.

SERVICE AVAILABILITY ~ Gas will normally be delivered at standard

2-3.

pressures of four or five ounces, dependent on the service territory where the

gas service is being delivered. Delivery of gas service at pressures greater
than the standard operating pressure may be available and will require a
consultation with the Company to determine availability.

INPUT RATING - All new customers whose consumption of gas for any

purpose will exceed an input of 2,500,000 Btu per hour, metered at a single
delivery point, shall consult with the Company and furnish details of estimated
hourly input rates for all gas utilization equipment. Where system design
capacity permits, such customers may be served on a firm basis. Where
system design capacity is limited, and at Company's sole discretion,
Company will serve all such new customers on an interruptible basis only.
Architects, contractors, heating engineers and installers, and all others should
consult with the Company before proceeding to design, erect or redesign
such installations for the use of natural gas. This will ensure that such

Date Filed:

Issued By:

September 22, 2004 Effective Date:  Service rendered on and after
October 1, 2004

Donald R. Ball

Assistant Vice President Case No.: PU-04-97

Regulatory Affairs
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equipment will conform to the Company’s ability to adequately serve such
installations with gas.

Date Filed: September 22, 2004 Effective Date:  Service rendered on and after
October 1, 2004
Issued By: Donald R. Ball
Assistant Vice President Case No.: PU-04-97
Regulatory Affairs




Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
400 N 4" Street
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
1" Revised Sheet No. 42.5
Canceling Original Sheet No. 42.5

GENERAL PROVISIONS Rate 100

Page 6 of 18

34. ACCESS TO CUSTOMER'S PREMISES - Company representatives,
when properly identified, shall have access to customer’s premises at all
reasonable times for the purpose of reading meters, making repairs, making
inspections, removing the Company’s property, or for any other purpose

incidental to the service.

45. COMPANY PROPERTY - The customers shall exercise reasonable
diligence in protecting the Company’s property on their premises, and shall
be liable to the Company in case of loss or damage caused by their

negligence or that of their employees.

5:6. _ INTERFERENCE WITH COMPANY PROPERTY - The customer shall
not disconnect, change connections, make connections or otherwise interfere
with Company's meters or other property or permit same to be done by other

than the Company'’s authorized employees.

6-7.___RELOCATED LINES - Where Company facilities are located on a public
or private utility easement and there is a building encroachment(s), over gas
facilities (Company-owned main, Company-owned service line or customer-
owned service line) the customer shall be charged for line relocation on the
basis of actual costs incurred by the Company including any required

easements_or permits.

78.  NOTIFICATION OF LEAKS — The customer shall immediately notify the

Company atits-effiee-of any escape of gas in or about the customer’s
premises.

8-9.  TERMINATION OF SERVICE - All customers are required to notify the
Company, to prevent their liability for service used by succeeding tenants,
when vacating their premises. Upon receipt of such notice, the Company will
read the meter and further liability for service used on the part of the vacating

customer will cease.

10. REPORTING REQUIREMENTS — Customer shall furnish Company all
information as may be required or appropriate to comply with reporting
requirements of duly constituted authorities having jurisdiction over the matter
herein.

Date Filed: September 22, 2004 Effective Date:  Service rendered on and after

October 1, 2004

Issued By: Donald R. Ball

Assistant Vice President Case No.: PU-04-97
Regulatory Affairs
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11. QUALITY OF GAS - The gas tendered to the Company shall conform to the
applicable quality specifications of the transporting Pipeline’s tariff.
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IV. LIABILITY

1.

CONTINUITY OF SERVICE - The Company will use all reasonable care to
provide continuous service but does not assume responsibility for a regular
and uninterrupted supply of gas service and will not be liable for any loss,
injury, death, or damage resulting from the use of service, or arising from or
caused by the interruption or curtailiment of the same.

CUSTOMER'S EQUIPMENT - Neither by inspection or non-rejection, nor in
any other way does the Company give any warranty, express or implied, as
to the adequacy, safety or other characteristics of any structures, equipment,
lines, appliances or devices owned, installed or maintained by the customer
or leased by the customer from third parties._The customer is responsible for

the proper installation and maintenance of all equipment, lines, appliances, or
devices on the customer’s side of the Delivery Point, and for the natural gas
after it passes the Delivery Point. The customer is responsible for inspecting

all natural gas house piping, chimneys, flues and appliances on the
customer's side of the Delivery Point to ensure all are in working order.

COMPANY EQUIPMENT AND USE OF SERVICE - The Company will not
be liable for any loss, injury, death or damage resulting in any way from the
supply or use of gas or from the presence or operation of the Company's
structures, equipment, lines, appliarees-or devices on the customer’s
premises, except loss, injuries, death, or damages resuiting from the
negligence of the Company.

INDEMNIFICATION — Customer agrees to indemnify and hold Company
harmless from any and all injury, death, loss or damage resulting from
customer’s negligent or wrongful acts under and during the term of service.
Company agrees to indemnify and hold customer harmless from any and all
injury, death, loss or damage resulting from Company’s negligent or wrongful
acts under and during the term of service.

FORCE MAJEURE - In the event of either party being rendered wholly or in
part by force majeure unable to carry out its obligations, then the obligations
of the parties hereto, so far as they are affected by such force majeure, shall
be suspended during the continuance of any inability so caused. Such

causes or contingencies affecting the performance by either party, however,
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shall not relieve it of liability in the event of its concurring negligence or in the
event of its failure to use due diligence to remedy the situation and remove
the cause in an adequate manner and with all reasonable dispatch, nor shall
such causes or contingencies affecting the performance relieve either party
from its obligations to make payments of amounts then due hereunder, nor
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shall such causes or contingencies relieve either party of liability unless such
party shall give notice and full particulars of the same in writing or by telephone
to the other party as soon as possible after the occurrence relied on. If volumes
of customer’s gas are destroyed while in Company’s possession by an event of
force majeure, the obligations of the parties shall terminate with respect to the
volumes lost.

The term “force majeure” as employed herein shall include, but shall not be
limited to, acts of God, strikes, lockouts or other industrial disturbances, failure to
perform by any third party, which performance is necessary to the performance
by either customer or Company, acts of the public enemy or terrorists, wars,
blockades, insurrections, riots, epidemics, landslides, lightning, earthquakes,
fires, storms, floods, washouts, arrest and restraint of rulers and peoples, civil
disturbances, explosions, breakage or accident to machinery or lines of pipe, line
freeze-ups, sudden partial or sudden entire failure of gas supply, failure to obtain
materials and supplies due to governmental regulations, and causes of like or
similar kind, whether herein enumerated or not, and not within the control of the
party claiming suspension, and which by the exercise of due diligence such party
is unable to overcome; provided that the exercise of due diligence shall not
require settlement of labor disputes against the better judgment of the party
having the dispute.

The term “force majeure” as employed herein shall also include, but shall not be
limited to, inability to obtain or acquire, at reasonable cost, grants, servitudes,
rights-of-way, permits, licenses, or any other authorization from third parties or
agencies (private or governmental) or inability to obtain or acquire at reasonable
cost necessary materials or supplies to construct, maintain, and operate any
facilities required for the performance of any obligations under this agreement,
when any such inability directly or indirectly contributes to or results in either
party’s inability to perform its obligations.

V. GENERAL TERMS AND CONDITIONS:
1. AGREEMENT - Upon request of the Company, customer may be required to
enter into an agreement for any service.

Date Filed: September 22, 2004 Effective Date:  Service rendered on and after
October 1, 2004
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2. RATE OPTIONS — Where more than one rate schedule is available for the
same class of service, the Company will assist the customer in selecting the
applicable rate schedule(s). The Company is not required to change a
customer from one rate schedule to another more often than once in twelve
months unless there is a material change in the customer’s load which alters
the availability and/or applicability of such rate(s), or unless a change
becomes necessary as a result of an order issued by the Commission or a
court having jurisdiction. The Company will not be required to make any
change in a fixed term contract except as provided therein.

| 3. RULES FOR APPLICATION OF GAS SERVICE:

; (a) Residential gas service is available to any residential customer for

| domestic purposes only. Residential gas service is defined as service for
' general domestic household purposes in space occupied as living

quarters, designed for occupancy by one family with separate cooking

facilities. Typical service would include the following: separately metered

| units, such as single private residences, single apartments, mobile homes

} with separate meters and sorority and fraternity houses, and(-thms-aet-an

| al-inclusiveist)—in-addition; auxiliary buildings on the same premise as

| the-living-quarters-when used for residential purposes;-_may-be-served

en-by the residential ratecustomer. This is not an all-inclusive list.

(b) Nonresidential service is defined as service provided to a business
enterprise in space occupied and operated for nonresidential purposes.
Typical service would include stores, offices, shops, restaurants, boarding
houses, hotels, service garages, wholesale houses, filling stations, barber
| shops, beauty parorssalons, master metered apartment houses, common
areas of shopping malls or apartments (such as halls or basements),
churches, elevators, schools and facilities located away from the home
| - site. {Tthis is not an all-inclusive list).

(c) The definitions above are based upon the supply of service to an entire
| premise through a single delivery and metering point.- Separate supply
for the same customer at other points of consumption may be separately
metered and billed.

. Date Filed: September 22, 2004 Effective Date:  Service rendered on and after
October 1, 2004
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(d) If separate metering is not practical for a single unit (one premise) that is
using gas for both domestic purposes and for conducting business (or for

‘ Date Filed: September 22, 2004 Effective Date:  Service rendered on and after
October 1, 2004
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nonresidential purposes as defined herein), the customer will be billed
under the predominate use policy. Under this policy, the customer’'s
combined service is billed under the rate (Residential or Nonresidential)
applicable to the type of service which constitutes 50% or more of the
customer’s total connected load.

(e) Other classes of service furnished by the Company shall be defined in
applicable rate schedules or in rules and regulations pertaining thereto.
Service to customers for which no specific rate schedule is applicable
shall be billed on the Nonresidential rates.

DISPATCHING - Transportation customers will adhere to gas dispatching
policies and procedures established by Company to facilitate transportation
service. Company will inform customer of any changes in dispatching
policies that may affect transportation services as they occur.

RULES COVERING GAS SERVICE TO MANUFACTURED HOMES - The
rules and regulation for providing gas service to manufactured homes are in
accordance with the Code of Federal Regulations (24CFR Part 3280 —
Manufactured Homes Construction and Safety Standards) Subpart G and H
which pertain to gas piping and appliance installation. In addition to the
above rules, the Company also follows the regulations set forth in the NFPA
501A, Fire Safety Criteria for Manufactured Home Installations, Sites, and
Communities.

CONSUMER DEPOSITS —~ The Company will determine whether or not a
deposit shall be required of an applicant for gas service in accordance with
Commission rules.

(a) The amount of such deposit shall not exceed one and one-half times the
estimated amount of one month's average bill.

(b) The Company may accept in lieu of a cash deposit a contract signed by a
guarantor, satisfactory to the Company, whereby the payment of a
specified sum not to exceed the required cash deposit is guaranteed.

The term of such contract shall be indeterminate, but it shall automatically
terminate when the customer gives notice of service discontinuance to
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the Company or a change in location covered by the guarantee agreement of
thirty days after written request for termination is made to the utility by the
guarantor. However, no agreement shall be terminated without the customer
having made satisfactory settlement for any balance, which the customer
owes the Company. Upon termination of a guarantee contract, a new
contract or a cash deposit may be required by the Company.

A deposit shall earn interest at the rate paid by the Bank of North Dakota on a
six-month certificate of deposit as of the first business day of each year.
Interest shall be credited to the customer’s account annually during the month
of December.

v Deposits with interest shall be refunded to customers at termination of service

’ . provided all billings for service have been paid. Deposits with interest will be
refunded to all active customers, after the deposit has been held for twelve
months, provided prompt payment record has been established.

7. METERING AND MEASUREMENT:

(a) Company will meter the volume of natural gas delivered to customer at
the delivery point. Such meter measurement will be conclusive upon both
parties unless such meter is found to be inaccurate, in which case the
quantity supplied to customer shall be determined by as correct an
estimate as it is possible to make, taking into consideration the time of
year, the schedule of customer's operations and other pertinent facts.
Company will test meters in accordance with applicable state utility rules
and regulations.

(b) Interruptible sales and transportation service customers agree to provide
the cost of the installation of remote data acquisition equipment; as
required, to the Company before service is implemented as provided for
in the applicable rate schedule

8. MEASUREMENT UNIT FOR BILLING PURPOSES - The measurement unit
for billing purposes shall be one (1) decatherm (dk), unless otherwise
specified. Billing will be calculated to the nearest one-tenth (1/10) dk. One
dk equals 10 therms or 1,000,000 Btu's. Dk'’s shall be calculated by the
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application of a thermal factor to the volumes metered. This thermal
factor consists of:

(a) An altitude adjustment factor used to convert metered volumes at local
sales base pressure to a standard pressure base of 14.73 psia, and

(b) A Btu adjustment factor used to reflect the heating value of the gas
delivered.

9. UNIT OF VOLUME FOR MEASUREMENT - The unit of volume for purpose
of measurement shall be one (1) cubic foot of gas at either local sales base
pressure or 14.73 psia, as appropriate, and at a temperature base of sixty
degrees Fahrenheit (60°F). All measurement of natural gas by orifice meter

. shall be reduced to this standard by computation methods, in accordance
with procedures contained in ANSI-AP| Standard 2530, First Edition, as
amended. Where natural gas is measured with positive displacement or
turbine meters, correction to local sales base pressure shall be made for
actual pressure and temperature with factors calculated from Boyle’s and
Charles’ Laws. Where gas is delivered at 20 psig or more, the deviation of
the natural gas from Boyle's Law shall be determined by application of
Supercompressibility Factors for Natural Gas published by the American Gas
Association, Inc., copyright 1955, as amended or superseded. Where gas is
measured with electronic correcting instruments at pressures greater than
local sales base, supercompressibility will be calculated in the corrector using
AGA-3/NX-19, as amended, supercompressibility calculation. For handbilled
accounts, application of supercompressibility factors will be waived on
monthly-billed volumes of 250 dk or less.

10. PRIORITY OF SERVICE AND ALLOCATION OF CAPACITY - Priority of
Service from Highest to Lowest:
(a) Priority 1 — Firm sales services.
(b) Priority 2 — Small interruptible sales and small interruptible transportation
service at the maximum rate on a pro rata basis.
(c) Priority 3 — Large interruptible sales and large interruptible transportation
service at the maximum rate on a pro rata basis.Rrierity-3—Small

avdtalr-
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(d) Priority 4 — Small interruptible sales and small interruptible transportation

service at less than the maximum rate from the highest rate to the lowest
rate on the pro rata basis where egual rates are agp_licable among

appheable—ameng—eustemers—Prlontv 5 Large mterruptlble sales and

large interruptible transportation service from the highest rate to the
lowest rate on a pro rata basis where equal rates are applicable among

customers.

{g)-Priority 67 — Gas scheduled fo clear imbalances.

Montana-Dakota shall have the right, in its sole discretion, to deviate from the
above schedule when necessary for system operational reasons and if
following the above schedule would cause an interruption in service to a
customer who is not contributing to an operational problem on Montana-
Dakota's system.

Montana-Dakota reserves the right to provide service to customers with lower
priority while service to higher priority customers is being curtailed due to
restrictions at a given delivery or receipt point. When such restrictions are
eliminated, Montana-Dakota will reinstate sales and/or transportation of gas
according to each customer’s original priority.

LATE PAYMENT - Amounts billed will be considered past due if not paid by
the due date shown on the bill. An amount equal to 1 percent per month will
be applied to any unpaid balance existing if not paid by the due dateatthe
immediate-subseguent-billing-date, provided however, that such amount shall
not apply where a bill is in dispute or a formal complaint is being processed.
All payments received will apply to the customer’s account prior to calculating
the late payment charge. Those payments applied shall satisfy the oldest
portion of the bill first.
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12. RETURNED CHECK CHARGE - A charge of $4640.00 will be collected by
the Company for each-any check eharged-back-te-the-Company-by-afor any
reason not honored by customer's bank.

13. TAX CLAUSE - In addition to the charges provided for in the gas tariffs of the
Company, there shall be charged pro rata amounts which, on an annual
basis, shall be sufficient to yield to the Company the full amount of any sales,
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use or excise taxes, whether they be denominated as license taxes,
occupation taxes, business taxes, privilege taxes, or otherwise, levied against
or imposed upon the Company by any municipality, political subdivision, or
other entity, for the privilege of conducting its utility operations therein.

The charges to be added to the customer’s service bills under this clause
shall be limited to the customers within the corporate limits of the
municipality, political subdivision or other entity imposing the tax.

14. UTILITY CUSTOMER SERVICES:
(a) The following services will be performed at no charge regardless of the
time of performance:

(1) Fire and explosions calis.

(2) Investigate hazardous condition on customer premises, such as gas
leaks, odor complaints, combustion gas fumes.

(3) Maintenance or repair of Company-owned facilities on the customer’s
premises.

(b) The following service calls will be performed at no charge during the
Company’s normal business hours:

(1) Cut-ins and cut-outs.
(2) High bills or inadequate service complaints.

(3) Location of underground Company facilities and customer-owned gas
service lines for contractors, builders, plumbers, etc.

15. UTILITY SERVICES PERFORMED AFTER NORMAL BUSINESS HOURS -
For service requested by customers after the Company’s normal business
hours and on Saturday, Sunday, or legal holidays, a charge will be made for
labor at standard overtime service rates and materials at retail prices.
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Customers requesting service after the Company’s normal business hours
will be informed of the after hour service rate and encouraged to have the
service performed during normal business hours.

16. NOTICE TO DISCONTINUE GAS SERVICE - Customers desiring to have their
gas service disconnected shall notify the Company during regular business
hours, one business day before service is to be disconnected. Such notice
shall be by letter,-personal-visit or telephone call to the Company’s Customer
Service Center. Saturdays, Sundays and legal holidays are not considered
business days.

17. RECONNECTION FEE FOR SEASONAL OR TEMPORARY CUSTOMER - A
customer who requests reconnection of service, during normal working hours,
. at a location where same customer discontinued the same service during the
preceding 12-month period will be charged a reconnection fee as follows:

Residential - The Basic Service Charge applicable during the period
———while-service was not being used er-a-minimum-ofas well as a
$30.00_reconnection fee when scheduled reconnection is for a future

regular work day or the call to reguest reconnection of service for the

same (reqular) day is received prior to 12:00 -p.m. Fhe-minimum—will-be
based-en-sStandard overtime rates will be agglled for reconnection of

service after- —-normal business hours_when the call to request
reconnection of service is received after 12:00 p.m. on a regular work day
and reconnection is requested for that day. The Basic Service Charge

applicable during the period service was not being used will be assessed
as well.

Non-Residential — The Basic Service Charge applicable during the period
while service was not being used. However, the reconnection charge
applicable to seasonal business concerns such as irrigation, grain drying
and asphalt processing shall be the Basic Service Charge applicable
during the period while service was not being used less the Distribution
Delivery Charge revenue collected during the period in-service. A

l reconnection fee mirimum-of $30.00 will also apply to reconnections.

occurrng-during-rormal-business-hours: The-mirimum-will-be-based-on

. Date Filed:  April 14, 2014 Effective Date:  Service rendered on and
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Sstandard overtime rates will apply to the ferreconnection of service
occurring after normal business hours when the call to request
reconnection of service is received after 12:00 p.m. on a regular work day

for reconnection that day.

Transportation customers who cease service and then resume service
within the succeeding 12 months shall be subject to a minimum
reconnection charge of $160.00 whenever reinstallation of the required
remote data acquisition equipment is necessary.
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DISCONNECTION OF SERVICE FOR NONPAYMENT OF BILLS - All
amounts billed for service are due when rendered and will be considered
delinquent if not paid by due date shown on the bill. If any customer shall
become delinquent in the payment of amounts billed, such service may be
discontinued by the Company under the applicable rules of the Commission.
The Company may collect a fee of $230.00 before restoring gas service,
which has been disconnected for nonpayment of service bills during normal
business hours. Standard overtime rates will apply for services performed
after normal business hours_when the call to request reconnection of service

is received after 12:00 p.m. on a regular work day for reconnection that day.

DISCONNECTION OF SERVICE FOR CAUSES OTHER THAN
NONPAYMENT OF BILLS — The Company reserves the right to discontinue
service for any of the following reasons:

(a) In the event of customer use of equipment in such a manner as to
adversely affect the Company'’s equipment or service to others.

(b) In the event of tampering with the equipment furnished and owned by the
Company.

(c) For violation of or noncompliance with the Company'’s rules on file with
the Commission.

(d) For failure of the customer to fulfill the contractual obligations imposed as
conditions of obtaining service.

(e) For refusal of reasonable access to property to the agent or employee of
the Company for the purpose of inspecting the facilities or for testing,
reading, maintaining or removing meters.

The right to discontinue service for any of the above reasons may be
exercised whenever and as often as such reasons may occur, and any
delay on the part of the Company in exercising such rights, or omission of
any action permissible hereunder, shall not be deemed a waiver of its
rights to exercise same.
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Nothing in these regulations shall be construed to prevent discontinuing
service without advance notice for reasons of safety, health, cooperation with
civil authorities, or fraudulent use, tampering with or destroying Company
facilities.

The Company may collect a reconnect fee of $30.00 before restoring gas
service, which has been disconnected for the above causes.

20. UNAUTHORIZED USE OF SERVICE - Unauthorized use of service is
defined as any deliberate interference such as tampering with a Company
meter, pressure regulator, registration, connections, equipment, seals,
procedures or records that result in a loss of revenue to the Company.
Unauthorized service is also defined as reconnection of service that has been

. terminated, without the Company’s consent.

(a) Examples of unauthorized use of service include the following, but are not
limited to:

(1) Bypass piping around meter.

(2) Bypass piping installed in place of meter.

(3) Meter reversed.

(4) Meter index disengaged or removed.

(5) Service or equipment tampered with or piping connected ahead of
meter.

(6) Tampering with meter or pressure regulator that affects the accurate
registration of gas usage.

(7) Gas being used after service has been discontinued by the Company.

(8) Gas being used after service has been discontinued by the Company
as a result of a new customer turning gas on without the proper
connect request.
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(b) In the event that there has been unauthorized use of service, customer
shall be charged for:

(1) Time, material and transportation costs used in investigation.
(2) Estimated charge for non-metered gas.

(3) On-premise time to correct situation.

(4) Any damage to Company property.

\

| (c) Customer service so disconnected shall be reconnected after a customer
has furnished satisfactory evidence of compliance with Company’s rules
and conditions of service, and paid all charges as hereinafter set forth in
this procedure.

(1) All delinquent bills, if any.

. (2) The amount of any Company revenue loss attributable to said
tampering.

(3) Expenses incurred by the Company in replacing or repairing the meter
or other appliance costs incurred in preparation of the bill, plus costs
as outlined in number 20.b above.

(4) Reconnection fee applicable.

(5) A cash deposit, the amount of which will not exceed the maximum
amount determined in accordance with Commission Rules.

21. RATE FOR EMPLOYEES - A bill discount may be available for residential
use only in a single family unit served by Montana-Dakota to qualifying
employees and retirees of MDU Resources and its subsidiaries. The bill shall
be computed at applicable rate and amount reduced by 33 1/3 percent.

22. SEE ALSO THE FOLLOWING RATES FOR SPECIAL PROVISIONS:

Rate 105 — Gas Meter Test Program
Rate 119 — Interruptible Gas Service Extension Policy
Rate 120 — Firm Gas Service Extension Policy

Rate 124 — New Installation, Replacement, Reiocation and Repair of Gas
Service Lines

Date Filed: April 14, 2014 Effective Date:  Service rendered on and
after May 1, 2014

Issued By: Tamie A. Aberle
Director — Regutatory Affairs Case No.: PU-13-803
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Case No. PU-15-____
MONTANA-DAKOTA UTILITIES CO. Statement P
GAS UTILITY - NORTH DAKOTA

Page 4 of 9
RATE RECONCILIATION
RESIDENTIAL GAS SERVICE - RATES 60 & 90
Projected 2015
Current Proposed
Billing Units Rate Amount Rate Amount

Residential Rates 60 & 90
Basic Service Charge (600 & 900) 92,478 Cust $0.4935 $16,657,831 $0.6937 $23,415,476

Distribution Charge 8,667,437 dk 0.326 2,825,584 0.000 0
Cost of Gas 8,667,437 dk 5.582 48,381,633 5.582 48,381,633
Total Revenue Rates 60 & 90 $67,865,048 $71,797,109
Total Distribution Revenues Per Design $23,415,476
Target Distribution Revenues 23,416,979

Difference ($1,503)



MONTANA-DAKOTA UTILITIES CO.
GAS UTILITY - NORTH DAKOTA

Case No. PU-15-____
Statement P
Page 5 of 9

RESIDENTIAL GAS SERVICE - RATES 60 & 90

Projected 2015

Current Non-Gas Revenues
Proposed Revenue Increase
Total Revenue Requirement

Less:
Proposed Base Rate Revenues

Remaining Revenues To Be Collected

Total Rates 60 & 90 (Res) Consumption

Base Distribution Charge

Fixed Rate Charge

$19,483,415
3,933,564

$23,416,979

23,415,476

1,503

8,667,437

$0.000

$0.69370



Basic Service Charge
Rate 71 Sales
Rate 81 Transport

Subtotal

Distribution Delivery
Rate 71 Sales
Rate 81 Transport

Cost of Gas

Total Revenue

MONTANA-DAKOTA UTILITIES CO.

Case No. PU-15-____
Statement P

e6of9
GAS UTILITY - NORTH DAKOTA Pag
SMALL INTERRUPTIBLE - RATE 71
Projected 2015
Current _____Proposed
Billing Units Rate Amount Rate Amount
135 Cust $175.00 $283,500 $175.00 $283,500
73 Cust 175.00 153,300 175.00 153,300
208 436,800 $436,800
920,446 dk $0.485 446,416 $0.668 614,858
1,098,432 dk 0.485 532,740 $0.668 733,753
920,446 dk 4.396 4,046,281 4396 4,046,281

Total Small Interruptible Revenues

Target Revenues
Difference

5,462,237

$1,785,411
1,786,392

539812

5,831,692




Case No. PU-15-

Statement P
MONTANA-DAKOTA UTILITIES CO. Page 7 of 9
GAS UTILITY - NORTH DAKOTA
PROPOSED RATE DESIGN

SMALL INTERRUPTIBLE SERVICE - RATE 71

Projected 2015

Small Interruptible Revenue Requirement $1,415,956
Less: Flexed Contracts 0
Proposed Revenue Increase 370,436
Proposed Revenue Requirement 1,786,392
Less:

Basic Service Charge Revenue 436,800
Remaining Revenues To Be Collected $1,349,592
Total Throughput Rates 71 & 81 2,018,878
(Excluding Flexed Contracts)

Commodity Charge $0.668




MONTANA-DAKOTA UTILITIES CO.
GAS UTILITY - NORTH DAKOTA

. REVENUE RECONCILIATION
SMALL INTERRUPTIBLE SERVICE - RATES 71 & 81
Projected 2015
Small Interruptible Sales
Base Rate Revenues $283,500
Energy Revenues 614,858
Cost of Gas 4,046,281
Total Sales Revenues $4,944,639
Small Interruptible Transportation
Base Rate Revenues $1563,300
Transportation Revenues @ Ceiling 733,753
Transportation Revenue - Flexed 0
Base Rate Revenues - Flexed 0
Total Transportation Revenue $887,053
' Total Small Interruptible Revenues Per Design $5,831,692
Total Small Interruptible Target Revenues 5,832,673
Difference ($981 )

Case No. PU-15-____

Statement P
Page 8 of 9




Montana-Dakota Utilities Co.
North Dakota Margin Sharing
Interrupible Sales Rates

Authorized PU-399-94-352

Rate 71 Rate 85

Ceiling Rate $3.500 $3.290
Base Cost of Gas 2.548 2.548

Effective Margin 0.952 0.742
Floor Rate $3.056  $2.869
Base Cost of Gas 2.548 2.548

Effective Margin 0.508 0.321
Margin Shared $0.444 $0.421

Distribution Delivery Charges Only

Rate 71 Rate 85

Proposed Floor $0.668 $0.297
Margin Shared 0.444 0.421
Effective Ceiling Rate $1.112  $0.718

Case No. PU-15-____
Statement P
Page 9 of 9
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Case No. PU-15-___
Exhibit No. (TAA-2)

Page 1 of 1
MONTANA-DAKOTA UTILITIES CO.
GAS UTILITY - NORTH DAKOTA
RATE 60 BILL COMPARISON
RESIDENTIAL GAS SERVICE
Present Proposed Amount of %
Month Dk Rate Rate Increase Increase

January 17 $115.73 $116.40 $0.67 0.58%
February 17 114.25 114.32 0.07 0.06%
March 12 86.19 88.49 2.30 2.67%
April 9 67.98 71.05 3.07 4.52%
May 5 44.84 49.41 4.57 10.19%
June 2 26.62 31.98 5.36 20.14%
July 2 27.11 32.67 5.56 20.51%
August 2 27.1 32.67 5.56 20.51%
September 2 26.62 31.98 5.36 20.14%
October 4 38.93 43.83 4.90 12.59%
November 10 73.89 76.63 2.74 3.71%
December 12 86.19 88.49 2.30 2.67%
Total 94 $735.46 $777.92 $42.46 5.77%
Average Increase per Month $3.54

RATE 60 Current 1/ Proposed 2/
Basic Delivery Charge $0.4935 $0.6937
Distribution Delivery $0.326 $0.000
Cost of Gas 5.582 $5.582

1/ Rate effective May 1, 2014
2/ Includes projected cost of gas.




Montana-Dakota Utilities Co.
Case No. PU-15-____

A Division of MDU Resources Group, Inc. Exhibit No,

400 N 4" Street
Bismarck, ND 58501 Page 1 of 2

(TAA-3)

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
Original Sheet No. 31

RATE STABILIZATION MECHANISM Rate 89

Page 1 of 2

1. Applicability:
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. Inthe 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.:



A Division of MDU Resources Group, Inc. Exhibit No.
400 N 4" Street Page 2 of 2
Bismarck, ND 58501

State of North Dakota
Gas Rate Schedule

NDPSC Volume 7
Original Sheet No. 31.1

RATE STABILIZATION MECHANISM Rate 89

Page 2 of 2

c. Inthe eventthe 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.:

Montana-Dakota Utilities Co. (zeno py-15

(TAA-3)
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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-15-90

Tamie A. Aberle Adopted Testimony of Sara J. Cardwell

Would you please state your name and business address?

My name is Tamie A. Aberle, and my business address is 400
North Fourth Street, Bismarck, North Dakota 58501.
What is your position with Montana-Dakota Utilities Co.?

| am the Director of Regulatory Affairs for Montana-Dakota Utilities
Co. (Montana-Dakota), a Division of MDU Resources Group, Inc.
Are you the same Tamie A. Aberle who prefiled direct testimony in
this case regarding the effect of the proposed revenue requirement,
as identified by Mr. Jacobson in his direct testimony, on each of the
Company's natural gas rate classes and the proposed changes in
rate design and tariff conditions, including the Company’s proposed
Rate Stabilization Mechanism designated as Rate 897

Yes | am.
What is the purpose of this testimony you are now filing in this
proceeding?

| am adopting the testimony originally filed by Sara J. Cardwell on

February 6, 2015 in this proceeding regarding the Projected 2014 and
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2015 sales and transportation revenues and the results of the embedded

class cost of service study.
Is the testimony identical to the testimony submitted by Ms. Cardwell
on February 6, 20157

Yes itis.

What statements and exhibits are you sponsoring in this
proceeding?

| am sponsoring Page 2 of Statement G, Pages 3 through 7 of
Statement M and Statement O.

Would you please explain how the Projected 2014 and 2015 sales
and transportation service revenues were developed?

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
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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
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?
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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.

Please explain the calculation of revenues shown on Statement M,
Page 4.

The actual 2014 billing units for the residential, and small and large
general firm classes and the actual normalized 2014 Dk were used in the
development of the 2014 revenues by applying the current rates to the
billing units and Dk. A similar process was applied to the projected 2015
billing units to derive the values. For the interruptible classes, the Dk was
calculated based on a 3 or 4 year average or the results of the regression
analyses for the heat sensitive customers. To the resulting Dk and
number of customers, the existing rates were applied in order to develop
the resulting revenues shown on Page 4 of Statement M.

Would you please explain the embedded class cost of service study

contained in Statement O?
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Statement O contains a summary of the results of the embedded
class cost of service study by the major rate classifications, Residential,
Small Firm General, Large Firm General, Air Force Delivery (Rate 64),
Small Interruptible Sales and Transportation, Large Interruptible Sales and
Transportation and the Minot Air Force Base Distribution. Statement O,
pages 1 through 4 provides a report entitled "Cost of Service by
Component." This report shows the total dollars and unit cost required
under each rate if the Pro Forma rate of return of 7.588 percent were to be
earned for the demand, energy and customer cost components of each
rate schedule.

Statement O, pages 5 through 24, is a report of the rate base,
income statement and Pro Forma adjustments as allocated to each rate
schedule. The allocator factors are provided in Statement O, Pages 25
through 36.

The embedded class cost of service study is based on the
projected natural gas operations results for the 12 months ended
December 31, 2015 as sponsored by Mr. Jacobson.

What were the results of the embedded class cost of service study?

The overall North Dakota natural gas rate of return based on
projected 2015 results is 5.255 percent. The returns by customer class

are as shown below:
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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%

How did you determine what costs should be assigned to each class
of customers?

The starting point was classifying the functionalized costs by
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 O, pages 25-36, on the
basis of cost responsibility.

Would you please provide an overview of the allocation process
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including the rationale underlying the choice of allocation factors?

Yes. | will start with the plant in service items from the Gas Utility
Plant in Service, Statement C starting on Statement O, 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
has been assigned 75 percent to the demand component and 25 percent
to the customer component. The amount classified as demand related
was allocated to each rate class based on the design day demand
attributed to each class and the amount classified as customer related
was allocated to each rate class based on the average number of
customers in each rate class.

The investment in services, service regulators and meters is
related solely to a customer connection and therefore classified as
customer related. Service regulators and meters were allocated to the
rate classes based on Factor 9 which represents a meter weight for each
customer class. The meter weights were derived by comparing the

installed cost per meter for each rate class to the cost necessary to serve
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residential customers with the residential class weighted as one. The
remainder of the rate base items is self explanatory with the allocation
factor noted for each line item.

Can you elaborate on why the investment in distribution mains was
assigned 75 percent to the demand component and 25 percent to the
customer component?

If all customer classes had equal but minimal gas service needs,
the Company would install a system comprised of only two inch mains.
Seeing that two inch mains would be the minimal size of a system, it is
appropriate to assign a portion of the main costs to the customer
component to reflect the system design the Company would employ if all
customers were to use little or no gas. In actuality a two inch main system
would comprise about‘lg?(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%% 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

O, Page 13 with the allocation of revenues. As shown, sales and

transportation service revenues are directly assigned based on the




N O o A~ W N

[e <)

10
11
12
13
14
15
16
17
18
19
20
21
22
23

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 O, 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
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 O?

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
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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
revenue requirement to the various classes as well as the rate designs
applicable to each customer class.

Does this conclude your direct testimony?

Yes, it does.

10
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