%7 MONTANA-DAKOTA

UTILITIES CO.

A Division of MDU Resources Group, Inc.

400 North Fourth Street
Bismarck, ND 58501
(701) 222-7900 .
April 10, 2015

Executive Secretary

North Dakota Public Service Commission
State Capitol Building

Bismarck, ND 58505-0480

Re: Case Nos. PU-15-_
Application for Approval of the Annual
Update to the Environmental Cost
Recovery Rider Rate 57

Montana-Dakota Utilities Co. (Montana-Dakota), a Division of MDU Resources Group,
Inc., herewith submits for Commission approval an original and (7) copies of the
Company'’s Application to update the Environmental Cost Recovery Rider (ECRR) Rate
57 rates to reflect projected costs associated with required environmental projects
through June 2016. Montana-Dakota requests approval of Environmental Cost
Recovery Rider Rate 57 4™ Revised Sheet Nos. 41 and 41.1 and Original Sheet No.
41.2, provided herein as Exhibit 1, to be effective with service rendered on and after
July 1, 2015. The proposed tariff sheets provided herein reflect both the change in the
ECRR rates as well as the Company’s request to revise Rate 57 to include the recovery
of reagent and emission control costs, pursuant to the provisions of North Dakota
Century Code 49-05-04.2.

The Company’s 2015 ECRR Application includes:
e Updated project costs associated with the Company’s:
o Air Quality Control System (AQCS) project at the Big Stone Generating
Station and the
o Mercury and Air Toxic Standards (MATS) project at the Lewis & Clark
Generating Station
¢ Montana-Dakota’s request to revise Rate 57 to allow the recovery of reagent
expenses associated with the new emission control equipment being installed at
two of the Company’s jointly owned generating facilities (Big Stone and Coyote).
No reagent or emission control costs are included in this immediate application
due to the administration of the proposed revision to include historical costs in
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MONTANA-DAKOTA UTILITIES CO.

the ECRR rates. Montana-Dakota will provide the actual cost data in a separate
submittal and proposes to initiate recovery of those costs starting July 1, 2015.

The total allocated cost to be recovered through the proposed ECRR rates, as shown in
Exhibit 2, is $8,055,732 of which $6,975,995 is the projected Big Stone AQCS revenue
requirement and $800,585 is the projected Lewis and Clark MATS revenue requirement
through June 2016. An under recovery of the current period’s costs of $279,152, as
shown in Exhibit 2, is also included. A typical residential customer using 894 Kwh
would see a decrease of $0.60 per month under the proposed ECRR rate. The ECRR
rates per Kwh as proposed, with the change from the current ECRRs implemented July
1, 2014, are shown in the table below:

Proposed Current
$/Kwh $/Kwh Change
Residential and Small General  $0.003596 $0.00463 {$0.00087)
Large General  $0.00323 $0.00386 {$0.00063)
Lighting  $0.00255 $0.00280 ($0.00025)

Please refer all inquiries regarding this filing to:

Tamie A. Aberle

Director of Regulatory Affairs
Montana-Dakota Utilities Co.
400 North Fourth Street
Bismarck, ND 58501

Also, please send copies of all written inguiries, correspondence and pleadings to:

Daniel S. Kuntz

Associate General Counsel

MDU Resources Group, Inc.
P.O. Box 5650

Bismarck, ND 58506-5650

Montana-Dakota herewith submits a check for $10,000 in accordance with North Dakota
Century Code Section 49-05-04.2(2)d and respectfully requests the Commission reduce
the required $100,000 filing fee pursuant to N.D.C.C § 49-05-04-3.2.d which states the
North Dakota Public Service Commission may waive or reduce the fee.

Montana-Dakota respectfully requests that this filing by accepted as being in full
compliance with the filing reguirements of this Commission.



MONTANA-DAKDTA UTILITIES CO.

Please acknowledge receipt by stamping or initialing the duplicate copy of this letter
attached hereto and returning the same in the enclosed self-addressed, stamped

envelope.

Sincerely,

s

Tamie A. Aberle

Director of Regulatory Affairs
Attachments

cc. Daniel S. Kuntz
Garret Senger



STATE OF NORTH DAKOTA
PUBLIC SERVICE COMMISSION

In the Matter of the Application of
MONTANA-DAKOTA UTILITIES CO., a
Division of MDU Resources Group, Inc.
for Approval to Update and Revise its
Environmental Cost Recovery Rider
Rate 57 Tariff

Case No. PU-15-

. Summary of Application
Montana-Dakota Utilities Co., a Division of MDU Resources Group, Inc.
(Montana-Dakota or Applicant), herewith submits this Application to: (1) update its
Environmental Cost Recovery Rider (ECRR) rates, in accordance with Paragraph 2c¢ of
the Company's Rate 57 tariff, to reflect projected costs through June 2016 for both the
Company’s AQCS project at the Big Stone Generating Station and the MATS project at
the Lewis & Clark Generating Station and (2) revise the Company’s Rate 57 tariff to
include the recovery of reagent and emission control costs, pursuant to North Dakota
Century Code 49-05-04.2(c). Montana-Dakota requests approval of its Environmental
Cost Recovery Rider Rate 57 tariff, 4™ Revised Sheet Nos. 41 and 41.1 and Original
Sheet No. 41.2 to be effective with service rendered on and after July 1, 2015. In
support of this application, Montana-Dakota is providing the following exhibits:
Exhibit 1 —  Environmental Cost Recovery Rider Rate 57 4"
Revised Sheet Nos. 41 and 41.1 and Original Sheet
No. 41.2
Exhibit 2 -  Environmental Cost Recovery Rider
Exhibit 3~  ECRR Balancing Account
Exhibit 4 -  AQCS Project's Actual Revenue Requirement for
January 2013 through February 2014- Revised
Exhibit 5—  AQCS Project’s Actual Revenue Requirement for

March 2014 through Projected June 2016
Exhibit 6 —  Schedule of AQCS Project Costs



Exhibit 7 —  Lewis & Clark's MATS Revenue Requirement for
December 2015 through June 2016

Exhibit 8 -  Reagent and Emission Allowance Adjustment
Example

II. Description of Applicant

Montana-Dakota is a Division of MDU Resources Group, Inc., a Delaware
corporation duly authorized to do business in the State of North Dakota as a foreign
corporation, and doing business in the State of North Dakota as a public utility subject to
the jurisdiction of and regulation by the North Dakota Public Service Commission
(Commission) under NDCC Title 49. Montana-Dakota's Certificate of Incorporation and
amendments thereto have been previously filed with the Commission and such
Certificate and Amendments are hereby incorporated by reference as though fully set
forth herein. Montana-Dakota provides electric service to approximately 89,700

customers in North Dakota as of February 2015.

Ill. Background
On February 11, 2013, Montana-Dakota filed an Environmental Cost Recovery
Rider tariff and proposed rates in Case Nos. PU-13-83 and PU-13-85 to recover the
allocated jurisdictional costs incurred in complying with federal environmental mandates
at the Big Stone generating station. On May 31, 2013, Montana-Dakota filed revisions
to its Application. On December 18, 2013, the Commission approved Montana-
Dakota's Environmental Cost Recovery Rider tariff and rates and the Company

implemented its first ECRR rates effective January 15, 2014.



The Company last updated its ECRR rates July 1, 2014, reflecting projected
costs through June 2015 in Case No. PU-14-143. In reviewing the Company's 2014
ECRR rate update request, Mr, Mike Diller noted, in his July 8, 2014 memo, in this case
that the Company's revenue requirement calculations contained an error in the tax rate.
As the difference was not material enough to warrant a change in the Company's
request at that time, Mr. Diller noted “the next update should contain the effective tax
rates back to Day 1of the rider to correct for any differences.” As requested, Montana-
Dakota corrected the tax rates included in the calculation of the revenue requirements
for January 2013 through February 2014, along with an updated ECRR Balancing
Account through February 2014, and included those corrections herein as Exhibit 4.
The corrections amount to a reduction in the revenue requirement through February
2014 of approximately $12,000.

In keeping with the tenet of the tariff and recognizing the revenue requirement
time period reflected in the current ECRR rates, Montana-Dakota is requesting to: (1)
update its ECRR rates to reflect the Company’s most recent projected capital costs and
related expenses for projects determined to be eligible under N.D.C.C. 49-05-04.2 and
(2) revise the Company’s Rate 57 tariff to include the recovery of reagent and emission
control costs incurred as a result of complying with the Environmental Protection
Agency's (EPA) rules as provided for under N.D.C.C 48-05-04.2.

Costs to be recovered include both the actual project costs incurred through
February 2015 for the Big Stone AQCS project and the projected capital and related
expenses through June 20186 for both the AQCS project and the Lewis & Clark MATS

project. While the Company is also requesting to revise its Rate 57 to allow recovery of



reagent and emission control costs through its ECRR rates, no reagent or emission

control costs are included in this present application.

IV. AQCS Project and Cost Update

Otter Tail Power Company (Otter Tail) operates the Big Stone power plant ("Big
Stone”) near Big Stone City, South Dakota. The Big Stone plant is co-owned by
NorthWestern Corporation d/b/a NorthWestern Energy, Montana-Dakota, and Otter Tail.
The Big Stone AQCS project is described in detail in Case No. PU-11-163, wherein the
Commission approved Montana-Dakota's request for an Advanced Determination of
Prudence (ADP) for the AQCS project. The project remains on budget and on schedule
and is set to be operational in October 2015. The total capital cost estimate for the
AQCS project remains unchanged at $384 million and the project is approximately 90
percent complete.

Montana-Dakota's ownership share in the Big Stone Plant is 22.7 percent, and
therefore Montana-Dakota is responsible for 22.7 percent of the costs or $87 million.
Montana-Dakota's North Dakota jurisdictional share of this cost responsibility is
approximately 72 percent or $63 million.

in compliance with the December 18, 2013 Order in Cases No. PU-13-79¢ and
PU-13-83, paragraph 3 which states "Otter Tail Power Company shall coordinate with
Montana-Dakota Utilities Co. its Environmental Cost Recovery Rider updates so the
same joint costs appear in each company's filing”, Exhibit 8, page 1 is a schedule of the
total project costs used by both Otter Tail and Montana-Dakota.

Upon commercial operation of the AQCS equipment at Big Stone in October



2015, the plant will require additional expenses related to its ongoing operation and
maintenance. While the largest of these ongoing additional costs will be the emission
control chemicals and materials, which is more fully explained in Section VI. Variable
Reagent and Emission Control Costs, the AQCS’ projected revenue requirement for
July 1, 2015 through June 30, 2016, included herein with Exhibit 5, includes additional
fixed operating and maintenance expenses associated with the AQCS project.

Plant staff is expected to increase by the equivalent of approximately eight full
time employees needed to receive the chemical reagents, prepare the chemicals for
use, operate and maintain the equipment and haul the ash. The budget amount for
Montana-Dakota's North Dakota share of these ongoing operation and maintenance
expenses for the time period included in this Application is approximately $250,000.

Depreciation of the ACQS project will start in November 2015, the month
immediately following the October 2015 in service date.

Montana-Dakota is electing to take a 84-month amortization deduction under the

Internal Revenue Code Section 169 with respect to the Big Stone AQCS project.

V. Lewis & Clark MATS
The Lewis & Clark Station is an existing single-unit 50 MW lignite-fired facility,
located near Sidney, Montana that has been in operation since October 1, 1958.
On June 14, 2013, Montana-Dakota filed with the Commission an Application for
an Advanced Determination of Prudence for the Lewis & Clark Station Filterable
Particulate Matter Pollution Controls Project in Case No. PU-13-332. The project was

required to meet non-mercury metal emission limits in the United States Environmental



Protection Agency’s (EFA) final “National Emission Standards for Hazardous Air
Poliutants from Coal-and Oil-Fired Electric Utility Steam Generating Units and Stands of
Performance for Fossil-Fuel-Fired Electric Utility, Industrial-Commercial-Institutional,
and Small Industrial-Commercial-Institutional Steam Generating Units” or Mercury and
Air Toxics Standards (MATS) Rule, finalized and published in the Federal Register on
February 16, 2012 (77 Fed. Reg. 9304), and effective April 16, 2012. Per the MATS
Rule reguirements, Montana-Dakota must demonstrate compliance at the Lewis & Clark
Station commencing on April 16, 2015, with the opportunity for a state approved
additional year to install control technologies.

Resource expansion modeling and analyses were performed to explore multiple
options in meeting the MATS Rule by April 2015. The results of the modeling, at the
time of the ADP application, supported the installation and operation of a fabric filter
baghouse system and modifications to existing mist eliminators at the Lewis & Clark
Station as compared to the retirement of the plant at the end of the 2014 and a number
of natural gas conversion alternatives.

The North Dakota Commission approved Montana-Dakota's ADP Application on
October 9, 2013. The projected cost for the MATS Project was $27.7 million with
approximately $19.7 million being allocated to North Dakota.

Subsequent to the issuance of the ADP, the project cost increased to
approximately $40 million causing Montana-Dakota to reevaluate its initial Lewis & Clark
MATS project plan as the initial plan was no longer an economical means of meeting
the MATS requirements. Initially, co-firing with natural gas was considered to be a

viable option due to pipeline capacity availability that was not available at the time of the



ADP. However, test results under various natural gas/coal supply mixes indicated the
natural gas co-fire option would not support MATS compliance. In September of 2014,
Montana-Dakota initiated a study with URS Corporation (URS), a consulting group
experienced in modifying wet scrubbers similar to the scrubber utilized at the Lewis &
Clark Station. Upon evaluation, URS confirmed that re-entrainment of scrubber slurry
droplets were the primary source of filterable particulate emissions at the stack, and
modifications to the existing scrubber and stack vessels will reduce the filterable
particulate matter sufficiently to meet the MATS non-mercury compliance requirements.
On, January 30, 2015 the Montana Department of Environmental Quality issued
a 1-year compliance deadline extension for meeting the non-mercury hazardous air
pollutant metals standard. To demonstrate compliance with the non-mercury metals
standard of the MATS rule, Montana-Dakota intends to use filterable particulate matter
(PM) as a surrogate allowed by the MATS rule. The Lewis & Clark MATS project is set
to be operational in December 2015 at a projected cost of $16,178,953. Montana-
Dakota’s North Dakota jurisdictional share is approximately 72 percent or $12 million.
Montana-Dakota will also incur additional expenses associated with the MATS
project with the majority of these ongoing expenses being the reagent or emission
control costs explained in Section VI. Variable Reagent and Emission Control Costs.
Depreciation of the MATS project will start in January 2016, the month
immediately following the December 2015 in service date.
Montana-Dakota is electing to take a 60-month amortization deduction under the

Internal Revenue Code Section 169 with respect to the Lewis & Clark MATS project.
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VI. Variable Reagent and Emission Control Costs

The recovery of reagent expenses incurred, as a result of compliance with the
MATS rules as promulgated by the EPA under the Clean Air Act (CAA), is also being
sought as part of this Application. Reagents are substances used to process
emissions, with the type of reagents used varying depending on the emissions control
equipment being installed at a specific generating facility. The necessity of reagents
was explained further in the proceedings that resulted in the Advanced Determination of
Prudence (ADP) issued by the Commission for the Big Stone AQCS project in Case No.
PU-11-163. Reagents include Powdered Activated Carbon, Pebble Lime, Calcium
Bromide and Anhydrous Ammonia. Powdered Activated Carbon and Calcium Bromide
are used in the reduction of mercury emissions. Pebble Lime and Hydrated Lime are
used for the reduction in sulfur dioxide (SOx) emissions, and Anhydrous Ammonia is
used for the reduction of nitrogen dioxide (NO2).

At this time, the Company is seeking to include the recovery of reagent expenses
associated with the emissions control equipment at Montana-Dakota's generating
facilities. Some of these reagent expenses are new costs to Montana-Dakota and the
incurrence of these costs will phase in over time and are subject to fluctuations due to
competing market demands as well as fuel and transportation costs consumed during
delivery of the product. The Company’s request to include the recovery of these
expenses is consistent with the Commission's Order issued in Case No. PU-14-668 in
response to Otter Tail Power's Application to recover such costs.

Pebble lime, activated carbon, and anhydrous ammonia will be utilized for the

new emissions controf equipment being installed at Big Stone.
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New equipment installed at the Coyote Station will consume powdered activated
carbon for the reduction of mercury emissions.

Powdered activated carbon and calcium bromide are used as the reagents for
mercury control under MATS at Lewis and Clark.

As provided in the proposed Rate 57 tariff provided in Exhibit 1, the Company
proposes to recover the variable reagent expenses on a per Kwh basis. In accordance
with the Commission’s Order issued in Otter Tail's Case No. PU-11-163, Montana-
Dakota proposes to include the reagent cost as part of the ECRR charge subject to
change on a monthly basis. Consistent with the fuel and purchased power adjustment
clause, the Reagents and Emission Allowance Adjustment shall reflect the sum of the
applicable reagent and emission allowance costs, for the most recent four month period,
as allocated to North Dakota. The Company shall file a monthly statement showing the
calculation of the Reagent and Emission Allowance Adjustment with the Commission
prior to implementing the monthly adjustment concurrently with the Fuel and Purchased
Power Adjustment. The adjustment in rates shall be effective with service rendered on
and after the first day of each month, unless the Commission shall otherwise order.

An example of the Reagents and Emission Allowance Adjustment is provided in

Exhibit 8. Montana-Dakota will submit a determination of costs in a separate submittal.

VII. Calculation of the Proposed ECRR Rates
The following exhibits are included herein in support of the Company’s proposed
ECRR rates and in accordance with the Company’s Rate 57 tariff;

e Exhibit 2 shows the Proposed ECRR rates and the allocation of the total costs to

12



each of the rate classes, excluding customers served under special contracts
(per Paragraphs 2a and 2b of Rate 57). Total costs to be recovered include the
projected ECRR balance remaining as of June 30, 2015 and the projected
revenue requirements, for both the Big Stone AQCS project and the Lewis &
Clark MATS project, for the time period July 1, 2015 through June 30, 2016.
Project costs are then allocated to the rate classes based on the Company's
AED Factor No. 2 from the Company’s most recent general rate case (PU-10-
124) and divided by the forecasted sales for the same time period.

Exhibit 3, page 1 shows the ECRR Balancing Account (per Paragraph 2d of Rate
57) through projected June 2015. Exhibit 3, page 2 shows the revised ECRR
Balancing Account through February 2014 reflecting the tax correction noted in
Case No. PU-14-143 (2014 ECRR Update). As shown in Exhibit 3, Montana-
Dakota maintains a balancing account where the actual monthly expenses are
tracked against the revenue received through the ECRR. Any over or under
recovery is assessed a carrying charge at the three month Treasury Bill rate as
published monthly by the Federal Reserve Board.

Exhibit 4 shows the revised actual monthly revenue requirements related to the
AQCS project for the time period January 2013 through February 2014, reflecting
the correction in tax rates in Case No. PU-14-143. The correction reduces the
revenue requirements for that time period by approximately $12,000.

Exhibit 5 shows the actual monthly revenue requirements related to the AQCS
project for the time period March 2014 through projected June 2016.

Exhibit 6 shows the schedule of joint Big Stone AQCS project costs for Montana-

13



Dakota and Otter Tail.

= Exhibit 7 shows the projected monthly revenue requirements related to the Lewis
& Clark MATS project for the time period March 2015 through June 2015.

e Exhibit 8 is an illustration of the calculations underlying the reagent and emission
control cost component of the ECRR rates. The proposed ECRR rates herein do
not include any reagent or emission control costs at this time due to the
administration of this component to include historical costs.

Exhibits 4 and 5 (through September 2015) include the return on CWIP, at the
Company's authorized rate of return as approved in Montana-Dakota’s most recent
general rate case (PU-10-124), and as provided in Paragraph 2a of the Company’s

Rate 57 tariff.

VIHl. True-Up and Estimated Impact by Customer Class
As shown in Exhibit 2, Montana-Dakota’s projected 2016 costs, as allocated to

North Dakota, are $8,055,732 of which $6,975,995 is the projected Big Stone AQCS
revenue requirement and $800,585 is the projected Lewis and Clark MATS revenue
requirement through June 2016. The projected 2016 costs are increased by an
estimated under recovery of $279,152 as of February 28, 2015. A typical residential
customer using 894 Kwh would see a decrease of $0.60 per month under the proposed
ECRR rate. Montana-Dakota requests approval of the following ECRR rates per Kwh to

be effective July 1, 2015:
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Proposed Current

$/Kwh $/Kwh Change
Residential and Small General  $0.00396 $0.00463 ($0.00067)
Large General $0.00323 $0.00386 ($0.00083)
Lighting $0.00255 $0.00280 ($0.00025)

IX. Conclusion
Montana-Dakota respectfully requests that the Commission approve its updated
ECRR rates, along with the Company's request to revised Rate 57 to include the
recovery of reagent and purchased emission allowance costs, to be effective with

service rendered on and after July 1, 2015,

Dated this 10" day of April, 2015.

D DAz
Tamie A. Aberle
Director of Regulatory Affairs

Subscribed and sworn to before me this 10" day of April, 2015.

Natary Putlic Caitlin Straabe, Notary Public
State of Nortn Daleota Burleigh County, North Dakota
My Commission Expires August 28, 2072 My Commission Expires: 08/28/2019

Of Counsael:

Daniel S. Kuntz

Associate General Counsel

MDU Resources Group, Inc.
P.O. Box 5650

Bismarck, ND 58506-5650
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Montana-Dakota Utilities Co.

A Division of MDU Resources Group, Inc.
400 N 4" Street
Bismarck, NO 58501

State of North Dakota
Electric Rate Schedule

NDPSC Volume 4
4" Revised Sheet No. 41
Canceling 3™ Revised Sheet No. 41
Environmental Cost Recovery Rider Rate 57

Page 1 of 3

1. Applicability:
This rate schedule represents an Environmental Cost Recovery Rider (ECRR)
and specifies the procedure to be utilized to recover the jurisdictional costs to be
incurred by the Company in complying with federal and state environmental
mandates determined to be eligible for recovery under NDCC 48-05-04.2. Costs
to be recovered may include capital expenditures and operating costs. Costs
being recovered under this tariff are currently not included in the rates
established at the time of the Company’s last general rate case.

2, Environmental Cost Recovery Rider:

a. An adjustment per Kwh will be calculated using the projected capital costs
and related expenses, along with the forecasted Kwh sales, to determine a
North Dakota jurisdictional revenue requirement to be recovered through the
ECRR. The return component of the revenue requirement calculation will be
the authorized rate of return from the Company’s most recent general rate
case.

b. The ECRR is applicable to all retail customers for electric energy sold, except
those served under special contracts, and are allocated amongst the rate
classes based on the Company’s AED Factor No. 2 established in the
Company's most recent general rate case.

c. The ECRR will be adjusted annually {or other period authorized by the
Commission) to reflect the Company’s most recent projected capital costs
and related expenses for projects determined to be eligible under NDCC 49-
05-04.2,

d. A true-up will reflect any over or under collection of revenue under the ECRR
based on actual expenditures from the preceding twelve month recovery
period plus carrying charges or credits accrued at a rate equal to the three-
maonth Treasury Bill rate as published monthly by the Federal Reserve Board.

3. Reagents and Emission Allowance Adjustment:
The monthly Reagents and Emission Allowance Adjustment shall apply to all
retail customers for energy sold, except those served under special contracts.
a. The cost components of the reagents and emission allowance adjustment
include the following costs above the costs for such items included in retail
rates:

Date Filed:  April 10, 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
Electric Rate Schedule

NDPSC Volume 4
4™ Revised Sheet No. 41.1
Canceling 3" Revised Sheet No, 41,1

Environmental Cost Recovery Rider Rate 57

Page 2 of 3

I.  The cost of reagents used for the reduction of emissions at the
Company's generating plants to meet Federal Environmental Protection
Agency rules and regulations.

ii. The cost of purchased emission allowances necessary {o operate the
Company's generating plants in compliance with Federal Environmental
Protection Agency rules and regulations.

iii. Any purchased or allocable emission allowances that are subsequently
sold shall be credited to customers through the Reagents and Emission
Allowance Adjustment.

The Reagents and Emission Allowance Adjustment shall reflect the sum of

the applicable reagent and emission aflowance costs outlined in 3 (a) above,

for the most recent four month pericd, as allocated to North Dakota.

The cost per Kwh for the month is the allocated costs from 3 (b) above

divided by retail sales volumes for the most recent four month period, plus the

annual Surcharge Adjustment.

All sales rate schedules shall be subject to a Surcharge Adjustment to be

effective on July 1 each year. The Surcharge Adjustment per Kwh sold shall

reflect the amortization of the applicable balance in the Deferred Reagents
and Emission Allowance Cost Account calculated by dividing the applicable
balance by the estimated Kwh sales for the twelve months following the
effective date of the adjustment.

i.  The balance in the deferred account includes the current month over or
under recovery decreased each month by the amount of the Surcharge
Adjustment multiplied by the Kwh sales for the month plus carrying
charges or credits at a rate equal to the three-month Treasury Bill rate as
published monthly by the Federal Reserve Board.

The Company shall file a monthly statement showing the calculation of the

Reagent and Emission Allowance Adjustment with the Commission prior to

implementing the monthly adjustment. The adjustment in rates shall be

effective with service rendered on and after the first day of each month,
uniess the Commission shall otherwise order.

Montana-Dakota shall file an adjustment to reflect changes in its average cost

of reagent and emissions allowance only when the amount of change in such

adjustment is at least .001 cents per Kwh. The adjustment to be effective

July 1 shall be filed each year, regardless of the amount of the change.

Date Filed:

Issued By:

April 10, 2015 Effective Date:

Tamie A. Aberle
Directar - Regufatory Affairs Case No.;



NMontana-Dakota Utilities Co.

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

State of North Dakota
Electric Rate Schedule

NDPSC Volume 4
Original Sheet No. 41.2

Environmental Cost Recovery Rider Rate 57

Page 3 of 3
g. Applicable Reagent and Emission Allowance Adjustment:
X.xxx¢ per Kwh

4. Time and Manner of the Filing:
Mentana-Dakota shall file the annual ECRR at least 30 days prior to the
proposed effective date. The filing by Montana-Dakota shall be made by means
of a revised ECRR tariff sheet identifying the amounts of the adjustment, the
derivation of the ECRR and the resulting ECRR by class.

5. Environmental Cost Recovery Rider:
Residential and Small General 0.396¢ per Kwh
Large General (.323¢ per Kwh
lighting 0.255¢ per Kwh
Date Filed:  April 10, 2015 Effective Date:

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



Tariffs Reflecting Proposed Changes



Montana-Dakota Utilities Co.

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

State of North Dakota
Electric Rate Schedule

NDPSC Volume 4
3" Revised Sheet No. 41
Canceling 2™ Revised Sheet No. 41
Environmental Cost Recovery Rider Rate 57

Page 1 of 2

1. Applicability:
This rate schedule represents an Environmental Cost Recovery Rider (ECRR)
and specifies the procedure to be utilized to recover the jurisdictional costs to be
incurred by the Company in complying with federal and state environmental
mandates determined to be eligible for recovery under NDCC 49-05-04.2. Costs
to be recovered may include capital expenditures;-depreciation—taxes.-and-a
surrent-return-en-the-project-costs-during-construstion and operating costs.
Costs being recovered under this tariff are currently not included in the rates
established at the time of the Company's last general rate case.

2, Environmental Cost Recovery Rider:

a. An adjustment per Kwh will be calculated using the projected capital costs
and related expenses, along with the forecasted Kwh sales, to determine a
North Dakota jurisdictional revenue requirement to be recovered through the
ECRR. The return component of the revenue requirement calculation will be
the authorized rate of return from the Company's most recent general rate
case.

b. The ECRR is applicable to all retail customers for electric energy sold, except
those served under special contracts, and are allocated amongst the rate
classes based on the Company's AED Factor No. 2 established in the
Company's most recent general rate case.

c. The ECRR will be adjusted annually (or other period authorized by the
Commission) to reflect the Company’s most recent projected capital costs
and related expenses for projects determined to be eligible under NDCC 49-
05-04.2.

d. A true-up will reflect any over or under collection of revenue under the ECRR
based on actual expenditures from the preceding twelve month recovery
period plus carrying charges or credits accrued at a rate equal to the three-
month Treasury Bill rate as published monthly by the Federal Reserve Board.

3. Reagenis and Emission Allowance Adjustment:
The monthly Reagents and Emission Allowance Adjustment shall apply to all
retail customers for energy sold, except those served under special contracts.
a. The cost components of the reagents and emission allowance adjustment
include the following costs above the costs for such items included in retail
rates:;

Date Filed: May 31, 2013 Effective Date:  Service rendered on and
after January 15, 2014
Issued By: Tamie A. Aberle
Director - Regulatory Affairs Case No.; PU-13-83 & PU-13-85



Montana-Dakota Utilities Co.

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

State of North Dakota
Electric Rate Schedule

NDPSC Volume 4
3" Revised Sheet No. 41.1
Canceling 2™ Revised Sheet No. 41.1

Environmental Cost Recovery Rider Rate 57
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I.__The cost of reagents used for the reduction of emissions at the
Company’s generating plants to meet Federal Environmental Protection
Agency rules and requlations,

ii. The cost of purchased emission allowances necessary to operate the
Company's generating plants in compliance with Federal Environmental
Protection Agency rules and regulations.

i, _Any purchased or allocabie emission allowances that are subsequently
sold shall be credited to customers through the Reagents and Emission
Allowance Adjustment.

The Reagents and Emission Allowance Adiustment shall reflect the sum of

the applicable reagent and emission allowance costs outlined in 3 (a) above,
for the most recent four month period, as allocated to North Dakota.
The cost per Kwh for the month is the allocated costs from 3 (b) above

divided by retail sales volumes for the most recent four month period. plus the
annual Surcharge Adjustment.
All sales rate schedules shall be subject to a Surcharge Adjustment to be

effective on July 1 each year. The Surcharge Adjustment per Kwh sold shall
reflect the amortization of the applicable balance in the Deferred Reagents
and Emission Allowance Cost Account caiculated by dividing the applicable
balance by the estimated Kwh sales for the twelve months following the
effective date of the adjustment.

L. The balance in the deferred account includes the current month over or

under recovery decreased each month by the amount of the Surcharge
Adjustment multiplied by the Kwh sales for the month plus carrying
charges or credits at a rate equal to the three-month Treasury Bill rate as
published monthly by the Federal Reserve Board,

The Company shall file a monthly statement showing the calculation of the

Reagent and Emission Allowance Adiustment with the Commission prior to
implementing the monthly adjustment. The adjustment in rates shall be
effective with service rendered gn and after the first day of each month.
unless the Commission shall otherwise order.

Montana-Dakota shall file an adjustment o reflect changes in its average cost

of reagent and emissions allowance only when the amount of change in such
adiustment is at least .001 cents per Kwh. The adjustment to be effective
July 1 shall be filed each year, regardiess of the amount of the change.

Date Filed:

issued By:

May 31, 2013 Effective Date:  Service rendered on and
after January 15, 2014

Tamie A. Aberle

Director - Regulatary Affairs Case No.: PU-13-83 & PU-13-85
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d. Applicable Reagent and Emission Allowance Adiustment:

X Xxx¢ per Kwh

43, Time and Manner of the Filing:

Montana-Dakota shall file the annual ECRR at ieast 30 days prior to the
proposed effective date. The filing by Montana-Dakota shall be made by means
of a revised ECRR tariff sheet identifying the amounts of the adjustment, the
derivation of the ECRR and the resulting ECRR by class.

| 54.  Environmental Cost Recovery Rider:

Residential and Small General 0.463396¢ per Kwh
Large General 0.288323¢ per Kwh
Lighting 0.280255¢ per Kwh
Date Filed:  April 8, 2014 Effective Date:  Service rendered on and

after July 15, 2014
Issued By: Tamie A. Aberle
Director - Regulatory Affairs Case No.: PU-14-143
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Montana-Dakota Utilities Co.
Electric Utility - North Dakota
Environmental Cost Recovery Rider
Rate Proposed to be Effective July 2015

Estimated Balance as of June 30, 2015 1/ $279,152
Projected Big Stone CWIP Revenue Requirement

July1, 2015 through June 30, 2016 2/ 6,975,995
Projected Lewis & Clark MATS Revenue Requirement

December1, 2015 through June 30, 2016 3/ 800,585
Total Costs to be Recovered 38,055,732

Allocated Projected Proposed
ECRR Costs 4/ Kwh 5/ ECRR/Kwh
Residential & Small General 54,089,069 1,032,767,535 $0.00386
Large General 3,889,303 1,204,565,872 0.00323
Lighting 77,360 30,355,270 0.00255
8,065,732 2,267 688,677
1/ Exhibit 3
2/ Exhibit 5
3/ Exhibit 7
4/ Class demand allocation from Case No. PU-10-124 (Embedded CCOS Factor No. 2):
Residential & Small General 50.759749% (Rates 10, 13, 20 & 25)
Large General 48.279940% (Rates 30, 31, 32, 38, 40, 48)
Lighting 0.960311% {Rates 41 & 52)

100.000000%
9/ Projected North Dakota electric sales July 2015 - June 2016, excluding contract sales.
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Montana-Dakota Utilities Co.
Electric Utility - North Dakota
ECRR Balancing Account
March 2014 through Projected June 2015
Beginning Carrying Monthly ECRR Ending
Month Balance Charge 1/ Expenses 2/ Recovery Balance
February 2014 $2,070,496
March $2,079,496 $87 332,805 346,558 2,085,830
April 2,065,830 52 345,141 303,427 2,107,596
May 2,107,596 53 359,245 250,578 2,216,316
June 2,216,316 74 369,974 250,484 2,335,880
July 2,335,880 58 393,828 306,337 2,423,429
August 2,423,429 61 410,378 600,608 2,233,259
September 2,233,259 37 426,753 624,825 2,035,224
October 2,035,224 34 443,028 635,362 1,842,924
November 1,842 924 31 456,588 552,795 1,746,748
December 1,746,748 44 471,015 851,187 1,366,620
January 2015 1,366,620 34 492,084 873,827 984 911
February 984,911 25 508,576 744,142 750,370
March - estimated 780,370 19 541,902 742,210 550,081
April - estimated 550,081 14 566,880 678,068 438,907
May - estimated 438,907 11 588,502 672,411 355,009
June - estimated 355,009 9 808,850 684,716 279,162
643 7,316,549 8,117,536

1/ Three month Treasury Bill rate as published by the Federal Reserve Board.

2/ Exhibit &,
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Montana-Dakota Utilities Co.
Electric Utility - North Dakota
ECRR Balancing Account - REVISED
January 2013 through Projected February 2014
Beginning Carrying Monthly ECRR Ending
Manth Balance Charge 1/ Expenses 2/ Recovery Balance
January 2013 $60,826 $60,826
February $60,826 64,871 125,697
March 125,697 79,806 205,503
April 205,503 84,131 289,634
May 289,634 91,950 381,584
June 381,684 112,198 493,782
July 493,782 137,901 631,683
August 631,683 172,890 804,573
September 804,673 208,128 1,012,701
October 1,012,701 234,319 1,247,020
November 1,247,020 255,661 1,502,681
December 1,502,681 277.981 1,780,642
January 2014 1,780,642 303,132 33,508 2,050,266
February 2,050,266 385 315,986 286,841 2,079,406

1/ Three month Treasury Bill rate as published by the Federal Reserve Board.

2/ Exhibit 4 as revised to reflect the North Dakota state tax rate effective January 1, 2013.
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Montana-Dakota Utilities Co.
Electric Utility
AQCS Plant Investment at Big Stone
Actual Costs through February 2015
Budgeted Costs through June 2016
Total Net MDU's ND's
Cumulative Allocated Allocated Share Montana- North
Budget 1/ Share (22.7%) 72.196505% Increase Dakota Dakota
511,679,856 $8,202,080
12,800,786 8,964,303
15,628,891 10,938,269
19,218,464 13,444,083
24,095,492 16,855,352
29,029,125 20,290,729
32,723,073 22.844 217
35,728,301 24,924 925
38,941,775 27,098,844
41,973,074 20,552,715
43,565,138 30,805,999
45,887,353 32,445 756
47,607,084 33,648,352
49 567,908 35,023,418
51,508,282 36,069,221
54,506,708 38,394,048
56,832,739 40,008,443
59,092,046 41,604,783
61,383,047 43,191,348
63,310,761 44 513,411
85,324,720 45 919,810
68,256,568 47,973,933
70,708,655 49 679,266
306,505,408 69,576,728 50,231,966 3,151,692 52,830,958
321,363,120 72,949,428 52,666,937 2,434,971 55,265,929
334,225,531 75,869,196 54,774,908 2,107,971 57,373,800
346,330,654 78,617,058 56,758,768 1,983,860 59,357,760
351,594,065 79,811,853 57,621,368 862,600 60,220,360
356,068,593 80,827,571 58,354,681 733,313 60,853,673
360,534,622 81,841,359 58,088,601 731,920 61,685,593
373,663,463 84,798,908 61,221,846 2,135,245 63,820,838
376,975,732 85,346,491 61,617,184 395,338 64,216,176
382,547,190 88,838,212 62,694,154 1,076,970 65,293,146
382,960,211 86,931,968 62,761,843 67,689 65,360,835
383,017,119 86,944,886 62,771,169 9,326 64,370,161
382,598,246 86,940,602 62,768,076 (3,093) 65,367,068
383,463,513 87,046,217 62,844,326 76,250 65,443,318
383,648,780 87,088,273 62,874,689 30,363 65,473,681
383,666,047 87,092,193 62,877,519 2,830 65,476,511



Exhibit 7
Page 1 of 1

%5550°29 SJel Xe] -

%ShPE LE 3jEy Xel /5
%LEE = BJEl co_.um_.um._amn {enulYy
%OEL '8 9:,000°00L
%FEL G %0520 04 /EEEG Ainb3 uowwoy
26040 %4065 ¥ %08EC finb3 pausyaid
%EBRZ %LBO0 %GES'2 24661 19ag wiaj uouys
%ZL8'T %5r8°9 %R0 L e weg Buon
1800 ojey

¥e1-01L-Nd "ON 8seD Ul pszuoyne ainjons ende) jg
'91.0g suny ubnoiyy Loz Alnr Joj acueieq aseq slel abelany [z

£56'82L'0) sloid SN WD 3 sime pejosioid
%GOBLEL puewaq yead yuol Z| weisAg pajeilaiu| g1 Jojae4 uo pajesoy /L
PILZLLS Y06'ZLLS SEO'ELLS 6OErL LS 00L'GLLES Geg'sLLS 895'0L 13 £85'008¢ juawalinbay snusrsy
¥00'0LS 590'0L% ¥EL'OLS 66L'01L% GOZ'0LS OEE'0LS 86c'0LS 168G awosu; Bunelado
{rO0'0L) (690°0t) {vei'ol) {661 0L) {g9z'0L) {oge'ol) {oac'oL) (Z6E'+1) /G Sexe] awoou|
{9c'ge) {5e5'92) (g0/'9z) (0B8'9%) {€50'22} (gzz'2E) {g8E'/E) (got'egl) BLLI0dU SIEXE |,
S9E'gE 9e£5'9g 80.°092 088'92 £50'42 SZ2l2 8BE/E 5oL'ggL asuadx3 1sauaiy)
4] 0 0 0] 0 4 o] 0 S8XE | 8l0j2Q aWoou]
86E'LE Ay LE 0iG'LE /S9'LE EFLLE 0EB'LE 0 sasuadxg 210
B0} UBYY 1SUIQ SBXE]
g6e'Le Pav'LE 04G'LE 165'Lg eFl'LE 0EQ'LE /t uonepaidaq
W20
sasuadxz Bueiedp
sasuadxg
#1968 Zel'ogs 159'083% LZL'LBS 169°18% ZL2'Z9% £E.'Z8% ¥0Z'8958 /€ ased ajey UO WMay
G/1L'v05'9% [z aseg ey abeieay
0B6'GE6'OL L81'200' L BO¥'8J0'LL LrR'EL LL Log'tze' L LPB'Z6T 1L 08F'¥9E'LL aoinag ul ued jelot
L/6¥EG FL'SLS 1LY BG5'SEY 697'G6E Z96'G5E 6GL°9LE SBXB] SWOIU| jag wnady
(GN 01 paIEIOlY) dIMD
156'06%° L1 GGE'ZZS LI 658895 L 60F'585 L1 980°219°L1L 608'8V9' L1 6EQ'DBY LI 801019 U] JuB|d 18N
Z89'681 ¥RZ'8SE 008'9z1 0£2'56 £J5'€8 0eg'LE uoljeisardaq paje|nwinasy
BEQ'08D'LLS  6ED'089'LLY  G6EO'0BI'LLE  GEQ'089'LLE  BEO0ROLLE  GEQ'0BYLLS  BSO'089'LLS /L soueleg iueld
aseq ey
gL0g ung 910z AN 91.0g Jdy gL0Z 1ew 910z 924 910 UET GLDZ 980 9tGZ/9-SL0Z/EL
pajoslold 1 2300

910z aunp ybnouys 510z Jequwanag
juawalinbay snuaAay pajasfoid
S1VIN MBI B SimeT - Juawysnipy Japiy Atsaooay 1500 [EJUSWILOIIALS
210¥eq YHON - AN 2H39913
‘00 S3A BIOYEQ-BUBILO



Reagent and Emission Allowances
Account 502 - Lewis & Clark
Account 502 - Coyote
Account 502 - Big Stone
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MONTANA-DAKOTA UTILITIES CO.
REAGENT AND EMISSION ALLOWANCE ADJUSTMENT - NORTH DAKOTA
JULY 2015
2015
February March April Total

$0 $0 30 $0 50

0 0 0 0 0

0 aQ 0 0 ]

50 30 $0 $0 $0

Total Reagent and Emission Allowances

Kwh Retail Sales

Reagent and Emission Allowances

Allocation to 1/
Total North Dakota

Account 502 - Lewis & Clark 30 30
Account 502 - Coyote 0 0
Accaunt 502 - Big Stone 0 0
Total Reagent and Emission Allowances 80 50
Less: Amount Inciuded in ND Base Rates 2/ 0
Reagent and Emission Allowances 30
Kwh Retail Sales - -
Cost Per Kwh $0.00000
1/ Allocated on Kwh sales - North Dakota Allocation Percent - 0.00%

2/ Reflects reagent and emission allowances recovered in base rates - Case No. PU10-124,





