Memorandum

To: Commissioners Brian P. Kalk, Randy Christmann and Julie Fedorchak

From: Victor Schock - Public Utility Analyst

Date: August 10, 2016

Re: Montana-Dakota Utilities, Co. 2015 Gas Operations Annual Report
Case No. PU-16-164

| recommend the commission close the above captioned case which is the North
Dakota annual report filing for 2015. | will include a motion to close the case on the
August 17, 2016 consent agenda.

Montana-Dakota Utilities, Co. provides natural gas service to about 108,029 customers
in North Dakota. Staff has reviewed the company’s annual report filing for 2015. The
company'’s return on equity was 8.09% in 2015. The commission authorized a rate of
return of 9.5% in the most recent rate case (PU-15-90). With that in mind, the company
under earned by about $1,266,000 in 2015. Staff believes this under-earning is primarily
due to weather. Total usage by Dekatherm in 2015 was lower than total usage in 2011
when MDU had 10% fewer natural gas customers. Additionally, net plant in service/rate
base ended up being higher than the company forecasted during the rate case.

Due to the relatively low value of under-earning, staff sees no reason to further
investigate and recommends that the commission close the above captioned case.
Attached are staff generated summaries of Montana-Dakota Ultilities, Co. ND natural
gas earnings for the last ten years.

Attachment 1 — Return Calculation

Attachment 2 — Net Operating Income

C: Tamie Aberle, MDU
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