
In
th

e
C

om
m

un
it

y
to

S
e
rv

e

N
o

rt
h

D
a
k

o
ta

G
a
s

R
a
te

C
a
s
e

C
a
s
e

N
o

.
P

U
-1

7
-2

9
5

T
ec

h
n

ic
al

H
ea

ri
n

g
M

ay
3

0
-

Ju
n

e
1

,
2

0
1

8

J.
S

te
p

h
en

G
as

k
e

C
o

n
ce

n
tr

ic
E

n
er

g
y

A
d

v
is

o
rs

E
x

h
ib

it
M

D
U

-1
4

john
Text Box
158    PU-17-295    Filed 05/30/2018     Pages: 12
        Exhibit MDU-14 - Gaske PP Slides 
        Montana-Dakota Utilities Co., a Division of MDU Resources Group, Inc.



R
ec

o
m

m
en

d
ed

R
at

em
ak

in
g

R
O

E
fo

r
M

o
n

ta
n

a
-D

a
k

o
ta

N
o

rt
h

D
a
k

o
ta

G
a
s

1
0

.0
0

%

S
te

p
1

:
S

el
ec

t
P

ro
xy

C
o

m
p

an
ie

s

S
te

p
2

:
D

et
er

m
in

e
Z

o
n

e
o

f
R

ea
so

n
ab

le
n

es
s

S
te

p
3

:
C

o
m

p
ar

e
M

o
n

ta
n

a-
D

ak
o

ta
R

is
k

to
P

ro
x

y
C

o
m

p
an

ie
s

S
te

p
4

:
D

et
er

m
in

e
w

h
e
re

M
-D

N
o

rt
h

D
ak

o
ta

G
as

F
al

ls
W

it
h

in
Z

o
n

e
o

f
R

e
a
s
o

n
a
b

le
n

e
s
s



M
et

h
o

d
s

U
se

d
to

E
st

im
at

e
C

os
to

f
E

qu
ity

1)
D

is
co

u
n

te
d

C
as

h
F

lo
w

("
D

C
F"

)
•

D
iv

id
en

d
Y

ie
ld

+
E

x
p

ec
te

d
F

u
tu

re
G

ro
w

th
R

at
e

2)
R

is
k

P
re

m
iu

m
•

B
on

d
Y

ie
ld

+
E

qu
it

y
R

is
k

P
re

m
iu

m

3)
U

n
b

ia
se

d
C

ap
it

al
A

ss
et

P
ri

ci
ng

M
o

d
el

(''
C

A
P

M
'')

•
B

on
d

Y
ie

ld
+

3
*

M
ar

k
et

R
is

k
P

re
m

iu
m

+
S

iz
e

R
is

k
P

re
m

iu
m

4)
C

o
m

p
ar

ab
le

E
ar

ni
ng

s
•

R
et

ur
ns

E
ar

ne
d

by
C

o
m

p
ar

ab
le

C
o

m
p

an
ie

s



R
es

ul
ts

of
C

os
t

o
f

E
qu

ity
S

tu
di

es

H
ig

h

M
e
d

ia
n

L
o

w

B
a
si

c
D

C
F

A
n

al
y

si
s

B
le

n
d

e
d

G
ro

w
th

R
a
te

D
C

F
A

na
ly

si
s

G
a
s

U
ti

li
ty

R
is

k

P
re

m
iu

m

U
n

b
ia

s
e
d

C
A

P
M

V
a
lu

e
L

in
e

P
ro

je
ct

ed

R
O

E

1
1

.8
%

1
0

.8
%

1
2

.2
%

1
1

.5
%

9
.2

%
9

.1
%

1
0

.0
%

1
1

.3
%

1
0

.0
%

7
.1

%
7

.9
%

1
0

.7
%

9
.5

%



7
.5

0
%

7
.0

0
%

6
.5

0
%

6
.0

0
%

i
5.5

0%
E a> .1
2

5
.0

0
%

C
E

4
.5

0
%

G
as

U
til

ity
R

is
k

P
re

m
iu

m
s

♦

♦

♦
♦
♦

♦

♦
♦

\
♦
a

♦
♦

♦
♦

#
^

♦

♦
♦

<
♦
♦

♦

♦

♦

♦

y
=

-0
.5

56
X

-1-
0.

08
41

R
2

=
0

.8
0

2
2

•

.
♦

j 1

♦

♦
♦

W

i
♦

♦

♦
♦

4
.0

0
%

4

3
.5

0
%

3
.0

0
% 2

.2
5

%
2

.7
5

%
3

.2
5

%
3

.7
5

%
4

.2
5

%
4

.7
5

%
5

.2
5

%
5

.7
5

%
6

.2
5

%
6

.7
5

%

3
0

-y
ea

r
U

.S
.

T
re

as
u

ry
B

o
n

d

7
.2

5
%

7
.7

5
%

8
.2

5
%



R
e
la

ti
v

e
R

is
k

F
a
c
to

rs

B
u

si
n

e
ss

R
is

k

•
A

bo
ve

A
ve

ra
ge

(S
m

al
l

Si
ze

,
S

lo
w

er
C

u
st

o
m

er
G

ro
w

th
an

d
E

co
no

m
ic

U
n

ce
rt

ai
n

ty
in

S
er

vi
ce

T
er

ri
to

ry
)

F
in

a
n

c
ia

l
R

is
k

•
A

ve
ra

ge
(5

1.
00

%
E

qu
it

y
R

at
io

,
B

B
B

+
B

on
d

R
at

in
g)

R
eg

ul
at

or
y

R
is

k
•

A
ve

ra
ge

/1



$2
0,

00
0

$
1

8
,0

0
0

$
1

6
,0

0
0

$1
4,

00
0

$
1

2
,0

0
0

$
1

0
,0

0
0

$
8

,0
0

0

$
6

,0
0

0

$
4

,0
0

0

$
2

,0
0

0

Si
ze

V.
P

ro
xy

C
o

m
p

an
ie

s
-

A
s
s
e
ts

-

T
o

ta
l

A
ss

e
ts

($
m

il
li

on
)

N
lS

cu
rc

e
IrK

.
A

tm
os

En
er

gy
Sp

ire
In

c.
So

ut
hw

es
tG

as
So

ut
h

Je
rs

ey
N

ew
Je

rs
ey

N
or

th
w

es
tN

at
ur

al
M

DU
N

or
th

D
ak

ot
a]

C
or

po
ra

tio
n

C
or

po
ra

tio
n

In
du

st
ri

es
,I

nc
.

R
es

ou
rc

es
G

as
C

om
pa

ny
\

G
as

C
o

rp
o

ra
ti

o
n



$
1

,0
0

0

S
iz

ev
.

P
ro

xy
C

o
m

p
an

ie
s

-
In

c
o

m
e

-

N
iS

ou
rc

e
In

c.
A

tm
o

s
E

ne
rg

y
S

o
u

th
w

es
t

G
as

C
o

rp
o

ra
ti

o
n

C
o

rp
o

ra
ti

o
n

O
p

er
at

in
g

In
co

m
e

($
m

il
li

on
)

Sp
ir

e
in

c.

I
-i

•
So

ut
h

Je
rs

ey
N

ew
Je

rs
ey

N
or

th
w

es
tN

at
ur

al
M

D
U

N
or

th
D

ak
ot

a]
In

du
st

ri
es

,
In

c.
R

es
ou

rc
es

G
as

C
o

m
p

an
y

\
G

as
C

o
rp

o
ra

ti
o

n



M
oo

dy
's

U
til

ity
Si

ze
&

D
iv

er
si

ty
R

is
k

"W
e

al
so

co
ns

id
er

th
e

di
ve

rs
it

y
o

fu
ti

li
ty

op
er

at
io

ns
..

.

•
E

co
n

o
m

ic
di

ve
rs

it
y

is
ty

pi
ca

ll
y

a
fu

nc
ti

on
o

f
th

e

po
pu

la
ti

on
,

si
ze

an
d

br
ea

dt
h

o
f

th
e

te
rr

ito
ry

an
d

th
e

bu
si

ne
ss

es
th

at
dr

iv
e

its
G

D
P

an
d

em
pl

oy
m

en
t.

•
F

or
th

e
si

ze
of

th
e

te
rr

it
or

y,
w

e
ty

pi
ca

lly
co

ns
id

er
th

e

nu
m

be
r

o
f

cu
st

om
er

s
an

d
th

e
vo

lu
m

es
o

f
ge

ne
ra

ti
on

an
d/

or

th
ro

ug
hp

ut
.

•
F

o
r

b
re

ad
th

,
w

e
co

n
si

d
er

th
e

n
u

m
b

er
o

f
si

z
e
a
b

le

m
et

ro
po

li
ta

n
ar

ea
s

se
rv

ed
,

th
e

ec
on

om
ic

di
ve

rs
ity

an
d

vi
ta

li
ty

in
th

os
e

m
et

ro
po

li
ta

n
ar

ea
s,

an
d

an
y

co
nc

en
tr

at
io

n
in

a
p

ar
ti

cu
la

r
ar

ea
o

r
in

d
u

st
ry

."



5
.0

0
%

4
.5

0
%

4
.0

0
%

3
.5

0
%

3
.0

0
%

2
.5

0
%

Q
.

2
.0

0
%

1
.5

0
%

1
.0

0
%

0
.5

0
%

0
.0

0
%

D
iv

id
en

d
Y

ie
ld

s
o

f
Pr

ox
y

G
ro

up
a
n

d
S

&
P

5
0

0
In

d
e
x

IG
as

Pr
ox

y
D

iv
id

en
d

Y
ie

ld
•S

&
P

5
0

0
D

iv
id

e
n

d
Y

ie
ld

1
0



C
o

m
m

is
si

o
n

-D
e
te

rm
in

e
d

R
O

E
s

A
ll

o
w

e
d

G
a
s

D
is

tr
ib

u
ti

o
n

U
ti

li
ti

es

Ja
n

u
ar

y
-

M
ay

2
0

1
8

fo
r

A
ll

o
w

e
d

C
o

m
p

a
n

y
S

ta
te

D
a
te

R
O

E
%

A
tm

o
s

E
n

er
g

y
C

o
rp

o
ra

ti
o

n
K

Y
5

/3
/2

0
1

8
9

.7
0

%

N
o

rt
h

er
n

Il
lin

oi
s

G
as

C
o

m
p

an
y

IL
5

/2
/2

0
1

8
9

.8
0

%

L
ib

er
ty

U
ti

li
ti

es
N

H
4

/2
7

/2
0

1
8

9
.3

0
%

A
vi

st
a

C
o

rp
o

ra
ti

o
n

W
A

4
/2

6
/2

0
1

8
9

.5
0

%

N
o

rt
h

er
n

U
ti

li
ti

es
,

In
c.

M
E

2
/2

8
/2

0
1

8
9

.5
0

%

S
p

ir
e

M
is

so
u

ri
In

c.
M

O
2

/2
1

/2
0

1
8

9
.8

0
%

M
is

so
u

ri
G

as
E

n
er

g
y

M
O

2
/2

1
/2

0
1

8
9

.8
0

%

M
E

D
IA

N
9

.
7

0
%

1
1



V
al

ue
L

in
e

P
ro

je
ct

ed
R

O
Es

C
o

m
p

a
n

y

A
tm

o
s

E
n

er
g

y
C

o
rp

o
ra

ti
o

n

N
ew

Je
rs

ey
R

es
o

u
rc

es
C

o
rp

o
ra

ti
o

n

N
iS

o
u

rc
e

In
c
.

N
o

rt
h

w
es

t
N

at
u

ra
l

G
as

C
o

m
p

an
y

S
o

u
th

Je
rs

ey
In

d
u

st
ri

es
,

In
c.

S
o

u
th

w
es

t
G

as
C

o
rp

o
ra

ti
o

n

S
p

ir
e

In
c.

A
v

er
ag

e
S

o
u

rc
e:

V
al

u
e

L
in

e,
D

ec
em

b
er

1,
2

0
1

7

R
O

E

2
0

2
0

-2
0

2
2

1
1

.5
0

%

1
1

.5
0

%

1
1

.5
0

%

1
0

.0
0

%

9
.5

0
%

1
0

.0
0

%

9
.5

0
%

1
0

.5
0

%

1
2


