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Exhibit No. (AEB-1)

Figure 1: Summary of Cost of Equity Analytical Results

Revised graph. Changes circled in red.

—0-

-■G-

Constant Growth DCF

• Constant Growth DCF (Incl. NJR)

CAPM

CAPM (Incl. NJR]

-ECAPM

--ECAPM (Incl. NJR)

- Bond Yield Plus Risk Premium

-Expected Earnings

-- Expected Earnings (incl. NJR)

•• Lower End ROE Recommendation

- Higher End ROE Recommendation

-©0*

X-

Q-—-(3

A—A

7M% 7.S0H S.OOK B.SOK S.OOSi 9.S0K lOJJOK 10.50K ItXJOK IISOK 12.eeK 12J0K 13.0(M

As shown in Figure I (and in Exhibit No. (AEB-2), Schedule 2), the range of

results produced by the ROE estimation models is wide. While it is common to

consider multiple models to estimate the cost of equity, it is particularly important

when the range of results is wide in order to appropriately consider the factors that

have resulted in the diverging range of results.

9

10

Based on current market conditions, my ROE recommendation considers the results

of a DCF model, forward looking CAPM and ECAPM analyses, a Bond Yield Plus

*  The analytical results reflect the results of the Constant Growth DCF analysis excluding the results for
individual companies that did not meet the minimum threshold of 7.00 percent.

'  Results displayed are for the proxy group excluding and including NJR.



Exhibit No. (AEB-1)

1  result for the proxy group. I used a similar approach to calculate the high results,

2  using the highest growth rate for each proxy group company. The mean results

3  were calculated using the average growth rates from all sources.

4  Q59. Have you excluded any of the DCF results for individual companies in your

5  proxy group?

6  A59. Yes, I have. It is appropriate to exclude Constant Growth DCF results below a

7  specified threshold at which equity investors would consider such returns to provide

8  an insufficient return increment above long-term debt costs. The average credit

9  rating for the companies in my proxy group is between an A- and A.^^ The average

10 yield on Moody's A-rated utility bonds for the 30 trading days ending July 31,

11 2020, was 2.82 perccnt.^'^ As shown in Exhibit No. (AEB-2), Schedule 4,1 have

12 eliminated Constant Growth DCF results lower than 7.00% because such returns

13 would provide equity investors a risk premium only 418 basis points above A-rated

14 utility bonds.

15 Q60. What were the results of your Constant Growth DCF analyses?

16 A60. Figure 10 summarizes the results of my DCF analyses. As shown in Figure 10, the

17 mean DCF results for the proxy group range from 9^78 1 o.Df) percent to 10.28 48
percent.

The average credit rating is calculated by assigning a numerical scale of 1 to 22 to the range of S&P and
Moody's rating tiers. For the proxy group excluding NJR, the average is 16.2, and for the proxy group
plus NJR, the average is 16.6. In both cases, these correspond to an average rating of between A- and A
on the S&P scale.

^ Source: Bloomberg Professional.
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Exhibit No. (AEB-I)

Figure 10: Constant Growth Discounted Cash Flow Results^'

Mean Low Mean Mean High

30-Day Average 9.72% 10.3348% \\.U52%

90-Day Average 9.51% 10.0327% 11.3+1%

180-Day Average 9.78% 9:7»10.n6% ■ie:«?l l ,(19%

2  Q61. What are your conclusions about the results of the DCF models?

3  A61. As discussed previously, one primary assumption of the DCF models is a constant

4  P/E ratio. That assumption is heavily influenced by the market price of utility

5  stocks. To the extent that utility valuations are high and may not be sustainable, it

6  is important to consider the results of the DCF models with caution. As discussed

7  in Section IV above, while dividend yields have increased slightly due to the

8  declines in utility share prices as a result of the economic effects of COVTD-19,

9  they are still low historically. This demonstrates that the results of the current DCF

10 models are significantly below more normal market conditions. Therefore, while I

11 have given weight to the results of the Constant Growth DCF model, my

12 recommendation also gives weight to the results of other ROE estimation models.

D. CAPM Analysis

14 Q62. Please briefly describe the Capital Asset Pricing Model.

15 A62. The CAPM is a risk premium approach that estimates the cost of equity for a given

16 security as a tlinction of a risk-free return plus a risk premium to compensate

See Exhibit No. (AEB-2), Schedule 4. Results displayed in the table ̂ K>ve are for the proxy group of
six companies, not including NJR. For the proxy group plus NJR, the mean ranges from 10.06 "^Spercent
to 10.462 'percent, and the mean-high ranges from l+rOO" percent to 11.63't percent.
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Figure 14: Summary of Analytical Results^ ̂

Constant Growth DCF

Mean Low Mean Mean High

30-Day Average Price 9.72% 10.H4,S% 11.^52%

90-Day Average Price 9.51% 10.0227% 11.3+1%

180-Day Average Price 9.78% 9:7810.(16%

Capital Asset Pricing Model

Q4 2020-Q4 2021 2022-2026

Current Projected Projected
Risk-Free Rate Risk-Free Rate Risk-Free Rate

(1.34%) (1.70%) (3.00%)

Value Line Beta 11.95% 12.01% 12.21%

Bloomberg Beta 11.86% 11.92% 12.13%

Empirical Capital Asset Pricing Model

Value Line Beta 12.45% 12.49% 12.65%

Bloomberg Beta 12.38% 12.43% 12.59%

Bond Yield Plus Risk Premium Analysis

Risk Premium Analysis 9.07% 9.22% 9.78%

Expected Earnings Analysis

Expected Earnings Results 10.08%

2  Q114. What is your conclusion with respect to Montana-Dakota's proposed capital

3  structure?

4  AI14. My conclusion is that Montana-Dakota's proposal to establish a capital structure

5  consisting of 50.306 percent common equity, 42.37 percent long-term debt and

6  7.324 percent short-term debt is reasonable when compared to the capital structures

7  of the companies in the proxy group and taking in consideration the impact of the

8  TCJA on the cash flows and therefore should be adopted.

The analytical results displayed reflect the results of the Constant Growth DCF analysis excluding the
results for individual companies that did not meet the minimum threshold of 7.00 percent.
Results displayed are for the proxy group of six companies, not including NJR. For results based on the
proxy group plus NJR, please see Exhibit No. (AEB-2), Schedule 2.
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SUMMARY OF ROE ANALYSES RESULTS ̂

PU-20

Exhibit No. <AEB-2)

Schedule 2

Page 1 of 4

Constant Growth DCF

Mean Low Mean Mean High

30-Day Avetege 9.72% 4e:e3 10 48% 11.94 52%

9Q-Dav Average 9.51% 10.02 27% 11.431%

180-Day Average 9.78% 9:?0 10 05% 49:6? 11 09%

Constant Grov/th Average 9.67% 10.O4-.27% 11:49 31%

CAPM

Current 30-day Near-Term Blue Long-Term Blue

Average Treasury Chip Forecast Chip Forecast

Bond Yield Yield Yield

Value Line Beta 11.95% 12.01% 12.21%

Bloomberg Beta 11.86% 11.92% 12.13%

ECAPM

Value Line Beta 12.45% 12.49% 12.65%

Bloomberg Beta 12.38% 12.43% 12.59%

Bond Yield Plus Risk Premium

Current 30-day Near-Term Blue Long-Tenm Blue

Average Treasury Chip Forecast Chip Forecast
Bond Yield Yield Yield

Risk Premium Analysis 9.07% 9.22% 9.78%

Expected Earnings Analysis

Expected Eaminqs Analysis 10.08%

Notes:

[1] The analytical results included in the table reflect the results of the Constant Growth DCF

analysts excluding the results for individual companies that did not meet the minimum
threshold of 7 percent.



SUMMARY OF ROE ANALYSES RESULTS INCLUDING NJR ̂

PU-20

Exhibit No. (AEB-2)
Schedule 2

Page 2 of 4

Constant Growth DCF

Mean Low Mean Mean High

30-Dav Average 9.72% 10.48 23% 11:62 31%

90-Day Average 9.51% 10:2? 02% 11.311%

180-Day Average 9,78% 4-8:86 9 78% 44:89 10.87%

Constant Growth Average 9.67% 1072701% 11:34 10%,

CAPM

Current 30-day Near-Term Blue Long-Term Blue
Average Treasury Chip Forecast Chip Forecast

Bond Yield Yield Yield

Value Line Beta 12.06% 12.11% 12.30%,

Bloomberg Beta 11.89% 11.95% 12.16%,

ECAPM

Value Line Beta 12.53%. 12.57% 12.71%

Bloomberg Beta 12.40%. 12.45%. 12.61%

Bond Yield Plus Risk Premium

Current 30-day Near-Term Blue Long-Term Blue

Average Treasury Chip Forecast Chip Forecast

Bond Yield Yield Yield

Risk Premium Analysis 9.07%, 9.22% 9.78%

Expected Earnings Analysis

Expected Eaminqs Analysis 10.07%

Notes:

[1] The analytical results included in the table reflect the results of the Constant Growth DCF
analysis excluding the results for individual companies that did not meet the minimum
threshold of 7 percent.
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30-DAY CONSTANT GROWTH DCF - MDU NORTH DAKOTA PROXY GROUP

All Proxy Group With Exclusions

Ml 12] [31 [41 [51 (61 (71 [81 (8] (101 [11] [121 (13) [141

Yahoo!

Expected Value Line Finance Zacks Average
Annualized Stock Dividend Dividend Earriirtgs Earnings Eanrlngs Growth Mean Mean

Comoanv Tidrer Dividend Price Yield Yield Growth Growth Growth Rate LOW ROE ROE High ROE Low ROE ROE High ROE

Atmos Energy Corporation ATO S2.30 S100.96 2.26% 2.36% 7.00% 7.15% 7.20% 7.12% 9.36% 9.48% 9.56% 9.36% 9.48% 9.56%

New Jersey Resources Corporation NJR SI .25 S31.58 3.96% 4.05% 2.00% 6.(X)% 6.00% 4.67% 6.00% 8.72% 10.08% 8.72% 10.08%

Northwest Natural Gas Company NWN $1.91 $53.91 3.54% 3.63% 7.56% 3.90% 3.90% 5.12% 7.51% 8.75% 11.24% 7.51% 8.75% 11.24%

ONE Gas Inc. OGS S2.16 $75.62 2.85% 2.93% 6.50% 5.00% 5.50% 5.67% 7.92% 8.60% 9.44% 7.92% 6.60% 9.44%

South Jersey Industries, Inc. SJI SI.18 $23.62 4.95% 5.23% 12.50% 10.30% 10.30% 11.03% 15.51% 16.26% 17.76% 15.51% 16.26% 17.76%

Southwest Gas Corporation SWX $2.28 $68.98 3.31% 3.43% 8.00% 8.20% 6.00% 7.40% 9,40% 10.83% 11.64% 9.40% 10.83% 11.64%

Spire, inc. SR $2.49 $64.57 3.86% 3.95% 5,50% 4,67% 4.«]% 4,99% 8.62% 8.94% 9.46% 8.62% 8.94% 9.46%

Mean 3.46% 3.59% 7.84% 6.54% 6.28% 6.89% 9.72% 10.48% 11.52% 9.72% 10:M4a% 11:94

k4ean Incl. NJR 7,01% 6.46% 6.24% 6.57% 9.19% 10.23% 11.31% 9.72% 10:49 1% 11:69

Notes:

[1] Source: Btoomberg Professional
(2) Source: Bloomtwrg Professional, equals 30-<>ay average as July 31,2020.

[31 Equals [1]/[2]
[4} Equals [3jx(1 *0.50x(8])
[51 Source: Value Line
[61 Source: Yahoo! Finance

[7| Source Zacks
[81 Equals Average ([5]. [61. R]}
[9] Equals [31 x (1 0.50 x Minimum ([5]. (61, [7]) Minimum ([5]. [61. [7])
[10] Equals [4] [8]
[11] Equals [3] k{: * 0.50 x Ma»mum ((51, [6], [71) * Maxinwn ([5], [61, [7])

[121 - [1^1 Exdudes companies with ROEs less lhan the a 7.00% return.

m
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SO-OAY CONSTANT GROV/TH DCF - MDU NORTH DAKOTA PROXY GROUP

121 [31 [41 151 161 (71 [81
ahwYahool

All Proxy Group

[91 [101 [111

With Exclusions

[121 [131 [141

Expected V/ekie Line Finance Zadu Average

Annualized Stock Dividend Dividend Earnings Earnings Earnings Growth Mean Mean

Company Ticker Dividend Price Yield Yield Growth Growth Growth Rale Low ROE ROE Hlflh ROE Low ROE ROE High ROE

Atmos Eftergy Corporation ATO S2.30 $100.88 2.28% 2.36% 7.00% 7.15% 7.20% 7.12% 9.36% 9.48% 9.56% 9.36% 9.48% 9.56%

New Jersey Resources Corporation NJR S1.2S S32.74 3.82% 3.91% 2.00% 6.00% 6.00% 4.67% 5.86% 8.57% 9.93% 8.57% 9.93%

Northwest Natural Gas Comparty NWN $1.91 $59.27 3.22% 3.31% 7.56% 3.90% 3.90% 5.12% 7.19% 8.43% 10.91% 7.19% 8.43% 10.91%

ONE Gas Inc. OGS S2.16 $79.56 2.72% 2.79% 6.50% 5.00% 5.50% 5.67% 7.78% 8.46% 9.30% 7.78% 8.46% 9.30%

South Jersey Industries. Inc. SJI SI.IS $25.63 4.60% 4.86% 12.50% 10.30% 10.30% 11.03% 15.14% 15.89% 17.39% 15.14% 15.89% 17.39%

Southwest Gas Corporation swx S2.2B $71.78 3.18% 3.29% 8.00% 8.20% 6.00% 7.40% 9.27% 10.69% 11.51% 9.27% 10.69% 11.51%

Spire. Inc. SR $2.49 $69.70 3.57% 3.66% 5.50% 4.67% 4.80% 4.99% 8.33% 8.65% 9.17% 8.33% 8.65% 9.17%

Mean 3.26% 3.38% 7.84% 6.54% 6.28% 6.89% 9.51% 10.27% 11.31% 9.51% 10^2"% 11:44 3

I4ean Ind. NJR 7.01% 6.46% 6.24% 6.57% 8.99% 10.02% 11.11% 9.51% 10:97112% 11:84 1

Notes:

[1j Source Bloomberg Professional
[2] Source: Bloomberg Professiorfal. equ^ SCMay average as of July 31,2020.
|3] Equal8l1]/(2]
[4]Equals(3]x(1 *0.Sax{8|)
[5] Source: Value Line
[6] Source: Yahool Finance

[7] Source: Zacks
[8] Equals Averege ({5], (61, [7])
[9] Equals [3] x (1 ̂  O.SO x Minimum ([5). [6]. (7() Minimum ((S). (6). (7))
[10] Equals (4) 4^ |8|
[11] Equals (3) x (1 O.SO x Maximum ((5). [8|. (7]) * Maximum ([5], [6], [7])
[12] • [14] Excludes corrtpanies «with ROEs less than the a 7.00% return.
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1SO-OAY CONSTANT GROWTH DCF - MOU NORTH DAKOTA PROXY GROUP

PI W [51 161 171 m
Y

AM Proxy Group

PI MO) nil

with Exclusions

il2j__L13L_1141
ahoo!

Eiqtected Valiw Llrw Finance Zacks Average
Annualized Stodi Dividend Dividend Earnings Eamlr>gs Earnings Growth Mean Mean

Comoartv Ticker Dividend Price Yield Yield Growth Growth Growth Rate Low ROE ROE HIah ROE Low ROE ROE Hioh ROE

Atmoa Energy Corporation ATO S2.30 $105.49 2.18% 2.26% 7.00% 7.15% 7.20% 7.12% 9.26% 9.37% 9.46% 9.26% 9.37% 9.46%

New Jersey Resources Coqtoratlon NJR S1.25 $36.82 3.39% 3.47% 2.00% 6.00% 6.00% 4.67% 5.43% 8.14% 9.50% 8.14% 9.50%

Northwest Natural Gas Company NWN S1.91 $64.70 2.95% 3.03% 7.56% 3.90% 3.90% 5.12% 6.91% 8.15% 10.63% 8.15% 10.63%

ONE Gas Inc. OGS S2.16 $64.58 2.55% 2.63% 6.50% 5.00% 5.50% 5.67% 7.62% 8.29% 9.14% 7.62% 8.29% 9.14%

Soulh Jersey Industries. Inc. SJI S1.18 $28.02 4.21% 4.44% 12.50% 10.30% 10.30% 11.03% 14.73% 15.48% 16.98% 14.73% 15.48% 16.98%

Southwest Gas Corporation SWX S2.28 $72.66 3.14% 3.25% 8.00% 8.20% 6.00% 7.40% 9.23% 10.65% 11.47% 9.23% 10.65% 11.47%

Spire, Iric. SR S2.49 $75.11 3.31% 3.40% 5.50% 4.67% 4.80% 4.99% 6.06% 8.39% 8.91% 8.06% 8.39% 8.91%

Mean 3.06% 3.17% 7.84% 6.54% 6.28% 6.89% 9.30% 10.06% 11.09% 9.76% 9T?e i ij ii<>% 19:64

Mean Ind. NJR 7.01% 6.46% 6.24% 6.57% 8.75% 9.78% 10.87% 9.78%
A ̂

••h% 44^69

1 1

Notes;

(1] Source. Bloomberg Professional
(2] Source: Bloomberg ProfesMnal. e<^als 30-day average as of July 31.2020.
(3] Equals [1]/|21
(4] Equals [3] x (1 + 0.50 x [6])

(5] Source Value Line
(6] Source: Yahool Finance

ff] Source Zacks
(B] Equals Average ([S|, IB). [7D
(9] Equals [3] x (1 * 0.50 x Minimum ([5], [6]. [7]) ̂  Minimum ([5], [6], (7])
(10] Equals (4)-f |8)

[11] Equals [3) x (1 0.50 x Maximum ([5], [8). [7]) * Maximum ((5), (6). [7])
[12] - [14] Excludes corr^anies with ROEs less than the a 7.00% return.

^ 9
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STATE OF NORTH DAKOTA
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Montana-Dakota Utilities Co.

2020 Natural Gas Rate Increase Application Case No. PU-20-379

AFFIDAVIT OF SERVICE

STATE OF NORTH DAKOTA )
) ss.

COUNTY OF BURLEIGH )

The undersigned, being duly sworn, deposes and says that: I am a United States
citizen, over 18 years of age, and on September 30, 2020, 1 served a copy of the attached:

Corrected copy of Ann E. Bulkeley's Direct Testimony

by electronically serving a copy addressed to each person named below, at the electronic
mailing addresses stated below:

Executive Secretary
Public Service Commission

600 East Boulevard Avenue, Dept. 480
Bismarck, ND 58505-0480
ndpsc@nd.gov

ALJ Timothy J. Dawson
Administrative Law Judge
2911 North 14^^ Street, Suite 303
Bismarck, ND 58503
tidawson@nd.qov

EVENSON SANDERSON PC

Attorneys for MDU
1100 College Drive, Suite 5
Bismarck, ND 58501
Telephone: 701-751-1243
psanderson@esattornevs.com

Bv: /s/ Paul Sanderson

Paul R. Sanderson (ID# 05830)



Exhibit No. (AEB-1)

Figure 1: Summary of Cost of Equity Analytical Results

Revised graph. Changes circled in red.
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As shown in Figure I (and in Exhibit No. (AEB-2), Schedule 2), the range of

results produced by the ROE estimation models is wide. While it is common to

consider multiple models to estimate the cost of equity, it is particularly important

when the range of results is wide in order to appropriately consider the factors that

have resulted in the diverging range of results.

9

10

Based on current market conditions, my ROE recommendation considers the results

of a DCF model, forward looking CAPM and ECAPM analyses, a Bond Yield Plus

*  The analytical results reflect the results of the Constant Growth DCF analysis excluding the results for
individual companies that did not meet the minimum threshold of 7.00 percent.

'  Results displayed are for the proxy group excluding and including NJR.
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1  result for the proxy group. I used a similar approach to calculate the high results,

2  using the highest growth rate for each proxy group company. The mean results

3  were calculated using the average growth rates from all sources.

4  Q59. Have you excluded any of the DCF results for individual companies in your

5  proxy group?

6  A59. Yes, I have. It is appropriate to exclude Constant Growth DCF results below a

7  specified threshold at which equity investors would consider such returns to provide

8  an insufficient return increment above long-term debt costs. The average credit

9  rating for the companies in my proxy group is between an A- and A.^^ The average

10 yield on Moody's A-rated utility bonds for the 30 trading days ending July 31,

11 2020, was 2.82 perccnt.^'^ As shown in Exhibit No. (AEB-2), Schedule 4,1 have

12 eliminated Constant Growth DCF results lower than 7.00% because such returns

13 would provide equity investors a risk premium only 418 basis points above A-rated

14 utility bonds.

15 Q60. What were the results of your Constant Growth DCF analyses?

16 A60. Figure 10 summarizes the results of my DCF analyses. As shown in Figure 10, the

17 mean DCF results for the proxy group range from 9^78 1 o.Df) percent to 10.28 48
percent.

The average credit rating is calculated by assigning a numerical scale of 1 to 22 to the range of S&P and
Moody's rating tiers. For the proxy group excluding NJR, the average is 16.2, and for the proxy group
plus NJR, the average is 16.6. In both cases, these correspond to an average rating of between A- and A
on the S&P scale.

^ Source: Bloomberg Professional.
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Exhibit No. (AEB-I)

Figure 10: Constant Growth Discounted Cash Flow Results^'

Mean Low Mean Mean High

30-Day Average 9.72% 10.3348% \\.U52%

90-Day Average 9.51% 10.0327% 11.3+1%

180-Day Average 9.78% 9:7»10.n6% ■ie:«?l l ,(19%

2  Q61. What are your conclusions about the results of the DCF models?

3  A61. As discussed previously, one primary assumption of the DCF models is a constant

4  P/E ratio. That assumption is heavily influenced by the market price of utility

5  stocks. To the extent that utility valuations are high and may not be sustainable, it

6  is important to consider the results of the DCF models with caution. As discussed

7  in Section IV above, while dividend yields have increased slightly due to the

8  declines in utility share prices as a result of the economic effects of COVTD-19,

9  they are still low historically. This demonstrates that the results of the current DCF

10 models are significantly below more normal market conditions. Therefore, while I

11 have given weight to the results of the Constant Growth DCF model, my

12 recommendation also gives weight to the results of other ROE estimation models.

D. CAPM Analysis

14 Q62. Please briefly describe the Capital Asset Pricing Model.

15 A62. The CAPM is a risk premium approach that estimates the cost of equity for a given

16 security as a tlinction of a risk-free return plus a risk premium to compensate

See Exhibit No. (AEB-2), Schedule 4. Results displayed in the table ̂ K>ve are for the proxy group of
six companies, not including NJR. For the proxy group plus NJR, the mean ranges from 10.06 "^Spercent
to 10.462 'percent, and the mean-high ranges from l+rOO" percent to 11.63't percent.
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Exhibit No. (AEB-1)

Figure 14: Summary of Analytical Results^ ̂

Constant Growth DCF

Mean Low Mean Mean High

30-Day Average Price 9.72% 10.H4,S% 11.^52%

90-Day Average Price 9.51% 10.0227% 11.3+1%

180-Day Average Price 9.78% 9:7810.(16%

Capital Asset Pricing Model

Q4 2020-Q4 2021 2022-2026

Current Projected Projected
Risk-Free Rate Risk-Free Rate Risk-Free Rate

(1.34%) (1.70%) (3.00%)

Value Line Beta 11.95% 12.01% 12.21%

Bloomberg Beta 11.86% 11.92% 12.13%

Empirical Capital Asset Pricing Model

Value Line Beta 12.45% 12.49% 12.65%

Bloomberg Beta 12.38% 12.43% 12.59%

Bond Yield Plus Risk Premium Analysis

Risk Premium Analysis 9.07% 9.22% 9.78%

Expected Earnings Analysis

Expected Earnings Results 10.08%

2  Q114. What is your conclusion with respect to Montana-Dakota's proposed capital

3  structure?

4  AI14. My conclusion is that Montana-Dakota's proposal to establish a capital structure

5  consisting of 50.306 percent common equity, 42.37 percent long-term debt and

6  7.324 percent short-term debt is reasonable when compared to the capital structures

7  of the companies in the proxy group and taking in consideration the impact of the

8  TCJA on the cash flows and therefore should be adopted.

The analytical results displayed reflect the results of the Constant Growth DCF analysis excluding the
results for individual companies that did not meet the minimum threshold of 7.00 percent.
Results displayed are for the proxy group of six companies, not including NJR. For results based on the
proxy group plus NJR, please see Exhibit No. (AEB-2), Schedule 2.
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SUMMARY OF ROE ANALYSES RESULTS ̂

PU-20

Exhibit No. <AEB-2)

Schedule 2

Page 1 of 4

Constant Growth DCF

Mean Low Mean Mean High

30-Day Avetege 9.72% 4e:e3 10 48% 11.94 52%

9Q-Dav Average 9.51% 10.02 27% 11.431%

180-Day Average 9.78% 9:?0 10 05% 49:6? 11 09%

Constant Grov/th Average 9.67% 10.O4-.27% 11:49 31%

CAPM

Current 30-day Near-Term Blue Long-Term Blue

Average Treasury Chip Forecast Chip Forecast

Bond Yield Yield Yield

Value Line Beta 11.95% 12.01% 12.21%

Bloomberg Beta 11.86% 11.92% 12.13%

ECAPM

Value Line Beta 12.45% 12.49% 12.65%

Bloomberg Beta 12.38% 12.43% 12.59%

Bond Yield Plus Risk Premium

Current 30-day Near-Term Blue Long-Tenm Blue

Average Treasury Chip Forecast Chip Forecast
Bond Yield Yield Yield

Risk Premium Analysis 9.07% 9.22% 9.78%

Expected Earnings Analysis

Expected Eaminqs Analysis 10.08%

Notes:

[1] The analytical results included in the table reflect the results of the Constant Growth DCF

analysts excluding the results for individual companies that did not meet the minimum
threshold of 7 percent.



SUMMARY OF ROE ANALYSES RESULTS INCLUDING NJR ̂

PU-20

Exhibit No. (AEB-2)
Schedule 2

Page 2 of 4

Constant Growth DCF

Mean Low Mean Mean High

30-Dav Average 9.72% 10.48 23% 11:62 31%

90-Day Average 9.51% 10:2? 02% 11.311%

180-Day Average 9,78% 4-8:86 9 78% 44:89 10.87%

Constant Growth Average 9.67% 1072701% 11:34 10%,

CAPM

Current 30-day Near-Term Blue Long-Term Blue
Average Treasury Chip Forecast Chip Forecast

Bond Yield Yield Yield

Value Line Beta 12.06% 12.11% 12.30%,

Bloomberg Beta 11.89% 11.95% 12.16%,

ECAPM

Value Line Beta 12.53%. 12.57% 12.71%

Bloomberg Beta 12.40%. 12.45%. 12.61%

Bond Yield Plus Risk Premium

Current 30-day Near-Term Blue Long-Term Blue

Average Treasury Chip Forecast Chip Forecast

Bond Yield Yield Yield

Risk Premium Analysis 9.07%, 9.22% 9.78%

Expected Earnings Analysis

Expected Eaminqs Analysis 10.07%

Notes:

[1] The analytical results included in the table reflect the results of the Constant Growth DCF
analysis excluding the results for individual companies that did not meet the minimum
threshold of 7 percent.
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PU-20

Exhibit No. (AEB-2)

Schedule 2

Page 4 of 4

Revised graph. Changes circled in red.
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30-DAY CONSTANT GROWTH DCF - MDU NORTH DAKOTA PROXY GROUP

All Proxy Group With Exclusions

Ml 12] [31 [41 [51 (61 (71 [81 (8] (101 [11] [121 (13) [141

Yahoo!

Expected Value Line Finance Zacks Average
Annualized Stock Dividend Dividend Earriirtgs Earnings Eanrlngs Growth Mean Mean

Comoanv Tidrer Dividend Price Yield Yield Growth Growth Growth Rate LOW ROE ROE High ROE Low ROE ROE High ROE

Atmos Energy Corporation ATO S2.30 S100.96 2.26% 2.36% 7.00% 7.15% 7.20% 7.12% 9.36% 9.48% 9.56% 9.36% 9.48% 9.56%

New Jersey Resources Corporation NJR SI .25 S31.58 3.96% 4.05% 2.00% 6.(X)% 6.00% 4.67% 6.00% 8.72% 10.08% 8.72% 10.08%

Northwest Natural Gas Company NWN $1.91 $53.91 3.54% 3.63% 7.56% 3.90% 3.90% 5.12% 7.51% 8.75% 11.24% 7.51% 8.75% 11.24%

ONE Gas Inc. OGS S2.16 $75.62 2.85% 2.93% 6.50% 5.00% 5.50% 5.67% 7.92% 8.60% 9.44% 7.92% 6.60% 9.44%

South Jersey Industries, Inc. SJI SI.18 $23.62 4.95% 5.23% 12.50% 10.30% 10.30% 11.03% 15.51% 16.26% 17.76% 15.51% 16.26% 17.76%

Southwest Gas Corporation SWX $2.28 $68.98 3.31% 3.43% 8.00% 8.20% 6.00% 7.40% 9,40% 10.83% 11.64% 9.40% 10.83% 11.64%

Spire, inc. SR $2.49 $64.57 3.86% 3.95% 5,50% 4,67% 4.«]% 4,99% 8.62% 8.94% 9.46% 8.62% 8.94% 9.46%

Mean 3.46% 3.59% 7.84% 6.54% 6.28% 6.89% 9.72% 10.48% 11.52% 9.72% 10:M4a% 11:94

k4ean Incl. NJR 7,01% 6.46% 6.24% 6.57% 9.19% 10.23% 11.31% 9.72% 10:49 1% 11:69

Notes:

[1] Source: Btoomberg Professional
(2) Source: Bloomtwrg Professional, equals 30-<>ay average as July 31,2020.

[31 Equals [1]/[2]
[4} Equals [3jx(1 *0.50x(8])
[51 Source: Value Line
[61 Source: Yahoo! Finance

[7| Source Zacks
[81 Equals Average ([5]. [61. R]}
[9] Equals [31 x (1 0.50 x Minimum ([5]. (61, [7]) Minimum ([5]. [61. [7])
[10] Equals [4] [8]
[11] Equals [3] k{: * 0.50 x Ma»mum ((51, [6], [71) * Maxinwn ([5], [61, [7])

[121 - [1^1 Exdudes companies with ROEs less lhan the a 7.00% return.

m
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SO-OAY CONSTANT GROV/TH DCF - MDU NORTH DAKOTA PROXY GROUP

121 [31 [41 151 161 (71 [81
ahwYahool

All Proxy Group

[91 [101 [111

With Exclusions

[121 [131 [141

Expected V/ekie Line Finance Zadu Average

Annualized Stock Dividend Dividend Earnings Earnings Earnings Growth Mean Mean

Company Ticker Dividend Price Yield Yield Growth Growth Growth Rale Low ROE ROE Hlflh ROE Low ROE ROE High ROE

Atmos Eftergy Corporation ATO S2.30 $100.88 2.28% 2.36% 7.00% 7.15% 7.20% 7.12% 9.36% 9.48% 9.56% 9.36% 9.48% 9.56%

New Jersey Resources Corporation NJR S1.2S S32.74 3.82% 3.91% 2.00% 6.00% 6.00% 4.67% 5.86% 8.57% 9.93% 8.57% 9.93%

Northwest Natural Gas Comparty NWN $1.91 $59.27 3.22% 3.31% 7.56% 3.90% 3.90% 5.12% 7.19% 8.43% 10.91% 7.19% 8.43% 10.91%

ONE Gas Inc. OGS S2.16 $79.56 2.72% 2.79% 6.50% 5.00% 5.50% 5.67% 7.78% 8.46% 9.30% 7.78% 8.46% 9.30%

South Jersey Industries. Inc. SJI SI.IS $25.63 4.60% 4.86% 12.50% 10.30% 10.30% 11.03% 15.14% 15.89% 17.39% 15.14% 15.89% 17.39%

Southwest Gas Corporation swx S2.2B $71.78 3.18% 3.29% 8.00% 8.20% 6.00% 7.40% 9.27% 10.69% 11.51% 9.27% 10.69% 11.51%

Spire. Inc. SR $2.49 $69.70 3.57% 3.66% 5.50% 4.67% 4.80% 4.99% 8.33% 8.65% 9.17% 8.33% 8.65% 9.17%

Mean 3.26% 3.38% 7.84% 6.54% 6.28% 6.89% 9.51% 10.27% 11.31% 9.51% 10^2"% 11:44 3

I4ean Ind. NJR 7.01% 6.46% 6.24% 6.57% 8.99% 10.02% 11.11% 9.51% 10:97112% 11:84 1

Notes:

[1j Source Bloomberg Professional
[2] Source: Bloomberg Professiorfal. equ^ SCMay average as of July 31,2020.
|3] Equal8l1]/(2]
[4]Equals(3]x(1 *0.Sax{8|)
[5] Source: Value Line
[6] Source: Yahool Finance

[7] Source: Zacks
[8] Equals Averege ({5], (61, [7])
[9] Equals [3] x (1 ̂  O.SO x Minimum ([5). [6]. (7() Minimum ((S). (6). (7))
[10] Equals (4) 4^ |8|
[11] Equals (3) x (1 O.SO x Maximum ((5). [8|. (7]) * Maximum ([5], [6], [7])
[12] • [14] Excludes corrtpanies «with ROEs less than the a 7.00% return.

Iiu
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1SO-OAY CONSTANT GROWTH DCF - MOU NORTH DAKOTA PROXY GROUP

PI W [51 161 171 m
Y

AM Proxy Group

PI MO) nil

with Exclusions

il2j__L13L_1141
ahoo!

Eiqtected Valiw Llrw Finance Zacks Average
Annualized Stodi Dividend Dividend Earnings Eamlr>gs Earnings Growth Mean Mean

Comoartv Ticker Dividend Price Yield Yield Growth Growth Growth Rate Low ROE ROE HIah ROE Low ROE ROE Hioh ROE

Atmoa Energy Corporation ATO S2.30 $105.49 2.18% 2.26% 7.00% 7.15% 7.20% 7.12% 9.26% 9.37% 9.46% 9.26% 9.37% 9.46%

New Jersey Resources Coqtoratlon NJR S1.25 $36.82 3.39% 3.47% 2.00% 6.00% 6.00% 4.67% 5.43% 8.14% 9.50% 8.14% 9.50%

Northwest Natural Gas Company NWN S1.91 $64.70 2.95% 3.03% 7.56% 3.90% 3.90% 5.12% 6.91% 8.15% 10.63% 8.15% 10.63%

ONE Gas Inc. OGS S2.16 $64.58 2.55% 2.63% 6.50% 5.00% 5.50% 5.67% 7.62% 8.29% 9.14% 7.62% 8.29% 9.14%

Soulh Jersey Industries. Inc. SJI S1.18 $28.02 4.21% 4.44% 12.50% 10.30% 10.30% 11.03% 14.73% 15.48% 16.98% 14.73% 15.48% 16.98%

Southwest Gas Corporation SWX S2.28 $72.66 3.14% 3.25% 8.00% 8.20% 6.00% 7.40% 9.23% 10.65% 11.47% 9.23% 10.65% 11.47%

Spire, Iric. SR S2.49 $75.11 3.31% 3.40% 5.50% 4.67% 4.80% 4.99% 6.06% 8.39% 8.91% 8.06% 8.39% 8.91%

Mean 3.06% 3.17% 7.84% 6.54% 6.28% 6.89% 9.30% 10.06% 11.09% 9.76% 9T?e i ij ii<>% 19:64

Mean Ind. NJR 7.01% 6.46% 6.24% 6.57% 8.75% 9.78% 10.87% 9.78%
A ̂

••h% 44^69

1 1

Notes;

(1] Source. Bloomberg Professional
(2] Source: Bloomberg ProfesMnal. e<^als 30-day average as of July 31.2020.
(3] Equals [1]/|21
(4] Equals [3] x (1 + 0.50 x [6])

(5] Source Value Line
(6] Source: Yahool Finance

ff] Source Zacks
(B] Equals Average ([S|, IB). [7D
(9] Equals [3] x (1 * 0.50 x Minimum ([5], [6]. [7]) ̂  Minimum ([5], [6], (7])
(10] Equals (4)-f |8)

[11] Equals [3) x (1 0.50 x Maximum ([5], [8). [7]) * Maximum ((5), (6). [7])
[12] - [14] Excludes corr^anies with ROEs less than the a 7.00% return.
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STATE OF NORTH DAKOTA

PUBLIC SERVICE COMMISSION

Montana-Dakota Utilities Co.

2020 Natural Gas Rate Increase Application Case No. PU-20-379

AFFIDAVIT OF SERVICE

STATE OF NORTH DAKOTA )
) ss.

COUNTY OF BURLEIGH )

The undersigned, being duly sworn, deposes and says that: I am a United States
citizen, over 18 years of age, and on September 30, 2020, 1 served a copy of the attached:

Corrected copy of Ann E. Bulkeley's Direct Testimony

by electronically serving a copy addressed to each person named below, at the electronic
mailing addresses stated below:

Executive Secretary
Public Service Commission

600 East Boulevard Avenue, Dept. 480
Bismarck, ND 58505-0480
ndpsc@nd.gov

ALJ Timothy J. Dawson
Administrative Law Judge
2911 North 14^^ Street, Suite 303
Bismarck, ND 58503
tidawson@nd.qov

EVENSON SANDERSON PC

Attorneys for MDU
1100 College Drive, Suite 5
Bismarck, ND 58501
Telephone: 701-751-1243
psanderson@esattornevs.com

Bv: /s/ Paul Sanderson

Paul R. Sanderson (ID# 05830)


