BEFORE THE WASHINGTON STATE UTILITIES AND TRANSPORTATION COMMISSION
	In the Matter of the Joint Application of
MDU RESOURCES GROUP, INC. AND CASCADE NATURAL GAS
cORPORATION
For An Order Authorizing Proposed
Transaction 
	Docket No. UG-06______

JOINT APPLICATION



MDU Resources Group, Inc. ("MDU Resources") and Cascade Natural Gas Corporation ("Cascade") (sometimes hereinafter jointly referred to as "Applicants") hereby request an order of the Washington Utilities and Transportation Commission (the "Commission") authorizing a proposed transaction whereby MDU Resources would acquire all of the outstanding common stock of Cascade and Cascade would thereafter become an indirect, wholly owned subsidiary of MDU Resources.
I. JURISDICTION

Cascade is a public service company subject to the Commission's jurisdiction.  RCW 80.04.010.  Commission authorization is necessary under RCW 80.12.020 for Cascade to sell, lease, assign or otherwise dispose of, or merge or consolidate, any of its franchises, properties or facilities with any other public service company.  Under RCW 80.12.040, Commission authorization is necessary before another public service company can, directly or indirectly, purchase, acquire, or become the owner of any of the franchises, properties, facilities, capital stocks or bonds of Cascade.  More generally, RCW 80.01.040

Agreement.  Each share of common stock of Merger Sub will be converted into one share of common stock of the Surviving Corporation.
As provided in the Agreement, at the time of the closing of the acquisition transaction, MDU Resources will provide cash to a paying agent in an amount sufficient to enable the holders of Cascade's common stock to be paid the aggregate amount of approximately $305 million in cash at closing in exchange for 100 percent of the common stock of Cascade.  In addition, approximately $165 million in net debt currently outstanding at Cascade will remain outstanding as liabilities of Cascade.  MDU Resources may use the proceeds of short-term bridge debt financing to fund the payment by MDU Resources of some or all the cash required to be paid for the shares of Cascade’s common stock in the acquisition transaction during the period between the time of the closing of the acquisition for Cascade and the time of the closing of permanent financing for the acquisition transaction.  Substantially simultaneously with the closing of the acquisition (the merger of Merger Sub into Cascade), the stock of the surviving corporation in the merger will be contributed to a direct or indirect wholly-owned subsidiary(ies) of MDU Resources. The surviving corporation in the merger of Merger Sub and Cascade together with the direct or indirect subsidiary(ies) of MDU Resources through which the shares of the surviving corporation are held, will have consolidated equity of approximately $220 to $237.5 million generated from MDU Resources' internal funds or funds obtained by MDU Resources through the issuance of common stock on the public market as permanent equity financing for the transaction.  The intermediate subsidiary(ies) will also issue approximately $67.5 to $85 million in long-term debt at the time of, or subsequent to, the closing of the acquisition transaction.  

Upon completion of the transaction, Cascade will be an indirect, wholly owned subsidiary of MDU Resources, as illustrated in the organizational chart included as Exhibit No. ___ (BTI-2) accompanying the testimony of MDU Resources’ witness Bruce T. Imsdahl.

The acquisition is subject to customary closing conditions, including the receipt of required state regulatory approvals.  In addition to seeking approval from this Commission and the OPUC, MDU Resources will seek approval for the acquisition from the commissions in two of the states in which it already operates public utilities: the North Dakota Public Service Commission and the Minnesota Public Utilities Commission.  In addition, MDU Resources and Cascade will make notification filings pursuant to the Hart-Scott-Rodino Antitrust Improvement Act of 1976 ("HSR Act").  The proposed transaction cannot be consummated until the waiting periods prescribed in the HSR Act lapse.

Cascade's shareholders approved the transaction on October 27, 2006.

last five years, Montana-Dakota's and Great Plains' average OSHA recordable injury frequency rate has been 3.8 while the national average for the gas and electric distribution industry has been 4.6. 
a. Conditions to protect Cascade's customers

MDU Resources is committing to a number of conditions that will ensure that Cascade's customers are not exposed to the risks of MDU Resources' other businesses.  These include positioning Cascade as an indirect wholly owned subsidiary of MDU Resources (which will ring fence Cascade from the risks associated with the operations of MDU Resources' unregulated operations in Centennial Energy Holdings, Inc.), a commitment to maintain separate credit ratings, guaranteeing the Commission's ability to audit accounting records, a commitment not to cross-subsidize between regulated and non-regulated businesses, a commitment to corporate and affiliate cost allocation methodologies reviewable by the Commission, a commitment that MDU Resources will not pledge the assets of Cascade, a commitment that Cascade will not loan money to or invest in MDU Resources or its other subsidiaries, and a commitment to exclude the acquisition premium from the utility accounts of Cascade for ratemaking purposes and to not request rate recovery of the transaction costs associated with the acquisition.  These commitments are discussed in the testimony of MDU Resources witnesses John F. Renner and Donald R. Ball, and are included in Mr. Ball's Exhibit No. ___ (DRB-2),
II. DESCRIPTION OF THE FILING

This Application is supported by testimony from the following witnesses:

· Bruce T. Imsdahl, President and CEO of Montana-Dakota and Great Plains, will describe MDU Resources and its business platforms, with a specific focus on its utility businesses; describe the transaction; explain the reasons for MDU Resources' proposed purchase of Cascade; demonstrate that the transaction will benefit Cascade's customers, 
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