Memorandum

To: Commissioners Brian P. Kalk, Randy Christmann and Julie Fedorchak
From: Victor Schock - Public Utility Analyst

Date: August 15, 2016

Re: Montana-Dakota Utilities, Co. 2015 Electric Operations Annual Report

Case No. PU-16-165

I 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 |
September 7, 2016 consent agenda. |
Montana-Dakota Utilities, Co. provides electric service to about 92,606 customers in

North Dakota. Staff has reviewed the company’s annual report filing for 2015. The

company'’s return on equity was 6.88% in 2015. The commission authorized a 10.75%

rate of return in the most recent rate case (PU-10-124). With that in mind, the company

under earned by about $17,095,000 in 2015 on total revenue of $181,011,837. Staff

believes this under-earning is due to weather and increased investments by MDU. Total

usage by Kwh in 2015 was only 0.11% higher than 2014 when customer count was up

by 3.81%, in prior years usage increased by roughly the same percentage as customer

count if not more. Average rate base for 2015 was 43.4% higher than it was in 2014,

which was the most significant driver of the under-earning. This is due primarily to

significant investments in generation assets that were put into service in 2015.

Due to recent settlement agreements requiring MDU to file a rate case no later than
September 30, 2016, 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 Utilities, Co. ND electric earnings for the last ten years.
Attachment 1 — Return Calculation

Attachment 2 — Net Operating Income

C: Tamie Aberle, MDU
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