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Attachment I: Index

The attachment contains files associated with the Company's affiliate
transaction data as required per WAC 480-07-510(3)(g). The Excel files are
voluminous and are provided in an electronic format.

Excel files:

NEW CNGC Attch I, CNGC Affiliate 2018, 3.29.19.xIsx
NEW CNGC Attch I, MDUR Allocations, 3.29.19.xlsx
NEW CNGC Attch I, UG Summary of Allocations, 3.29.19.xlsx
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This report provides the information required per WAC 480-90-264 for the 2017 calendar

year.

1. WAC 480-90-264 (1) — The affiliated interest and subsidiary transaction report
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CASCADE NATURAL GAS CORPORATION

2018 Affiliated Interest Report and Subsidiary Transactions report to the

Washington Utilities and Transportation Commission

must include a corporate organizational chart of the utility and its affiliated

interest and subsidiaries.

See the attached organizational chart.

2. WAC 480-90-264 (1) — Provide a summary of all transactions, except

transactions at tariff rates, that occurred between the utility and its affiliated

interests and the utility and its subsidiaries.

MDU Resources Group, Inc.
Account Description Total Company Total Washington
MDU/MDUR Consulting-Cap
Exp $ 905,672.23 $ 677,895.66
426.1 Donations $ 97,646.56 $ 73,088.44
426.2 Life Insurance $ 341,549.90 $ (255,650.10)
426.4 Political Activities $ 163,612.54 $ 122,463.99
813 Other Gas Supply Expenses $  140,750.24 $ 105,351.55
Operation Supervision and
870 Engineering $ 3777349 | $ 28,273.45
Measuring & Regulating
875 Station Expenses General $ 100,805.64 $ 75,453.02
880 Other Expenses $ 330,627.73 $ 247,474.81
Maintenance Supervision and
885 Engineering $ 531524 |$ 3,978.45
887.1 Pipeline Integrity $ 27946 |$ 209.15
Maintenance of Other
894 Equipment $ 1,909.97 |$ 1,429.61
901 Supervision $ 42,213.43 $ 31,596.80
902 Meter Reading Expenses $ 221,386.78 $ 165,707.95
Customer Records &
903 Collection Expenses $ 525,8124.18 3,935,705.88
904 Uncollectible Accounts $ 866,122.01 695,083.94
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Informational & Instructional
909 Advertising Expenses $ 11,361.99 $ 8,504.45
Miscellaneous customer
service and informational
910 expenses $  169,614.20 $ 126,956.20
913 Promotional Advertising $ 2.50 $ 1.87
Administrative & General
920 Salaries $ 5,598,734.83 $ 4,190,653.17
921 Office Supplies & Expenses $ 3,172648.34 $ 2,374,727.26
Administrative Expenses
922 Transferred Credit $ (162,833.95) $ (121,881.17)
923 Outside Services Employed $ 379,208.74 $ 283,837.72
925 Injuries & Damages $ 2,173.28 $ 1,626.68
926 Employee Pensions & Benefits | $ 24,637.99 $ 18,441.58
930.1 General Advertising Expenses | $ 24,239.81 $ 18,143.50
930.2 Misc. General Expenses $  548,180.69 $ 410,313.27
931 Rents $ 332,788.16 $ 249,091.90
932 Maintenance of general plant $ 985.61 $ 737.73
Other Svc (Intercompany) $ 1,583,934.03 $ 1,081,052.02
Grand Total $ 20,199,465.62 $ 15,061,568.98
Total
Affiliate/Subsidiary Total Company | Washington
Future Source Capital Corp. $13,695.67 $10,251.21
Knife River Corporation $139,642.76 $0.00
Montana-Dakota Utilities Co. $16,328,713.24 | $12,222,041.86
Intermountain Gas Company $1,695,537.12 | $1,269,109.53
Centennial Holdings Capital LLC $1,430,595.60 | $1,070,800.81
3. WAC 480-90-264(2) — When total transactions with an affiliated interest or

provide:

subsidiary equal or exceed one hundred thousand dollars, the utility must

(a) A balance sheet and income statement for such affiliated interest.

Below are the Income Statements and Balance Sheets for each company where
transactions with Cascade Natural Gas Corporation exceeded $100,000 in 2017.

MDU Resources Group, Inc. / Montana-Dakota Utilities Co.
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Year ended December 31, 2018
Balance sheet data (000’s)
ASSETS
Current assets:
Cash and cash equivalents $2,271
Receivables, net 92,724
Accounts rec from subsidiaries 36,015
Inventories 13,293
Prepayments and other current assets 14,488
158,791
Investments 76,202
Investments in subsidiaries 1,790,886
Property, plant and equipment 2,846,715
Less accumulated depreciation, depletion
And amortization 836,735
Net property, plant and equipment 2,009,980
Deferred charges and other assets
Goodwill 4,812
Other 180,473
Total deferred charges and other assets 185,285
Total identifiable assets $4,221,144
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Long-term debt due within one year $200,711
Accounts payable 50,051
Accts pay to subsidiaries 12,438
Taxes payable 24,704
Dividends payable 39,695
Accrued compensation 14,346
Other accrued liabilities 54,099
396,044
Long-term debt 586,012
Deferred credits and other liabilities:
Deferred income taxes 165,122
Other 507,191
Total deferred credits and other liabilities 672,313
Stockholders’ equity:
Preferred stocks -
Common stock 195,565
Other paid-in capital 1,248,576
Retained earnings 1,163,602
Accumulated other comprehensive loss (38,342)
Treasury stock at cost — 538,921 shares (3,626)
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Total stockholders’ equity: 2,566,775
Total liabilities and stockholders’ equity $4,221,144
Year ended December 31, 2018
Income statement data (000’s)

Operating revenues $628,331
Operating expenses 540,125
Operating income 88,206
Other income 1,504
Interest expense 32,761
Income (loss) before taxes 56,949
Income taxes (4,259)
Dividends declared on preferred stocks

Net Income 58,208

Intermountain Gas Company

Year ended December 31, 2018
Balance sheet data (000’s)

Property, plant and equipment $710,663

Less accumulated depreciation, depletion

and amortization 263,797

446,866

Deferred charges and other assets: 12,019
Total identifiable assets $458,885
Year ended December 31, 2018
Income statement data (000's)
Operating revenues $243,204
Operating expenses:

Purchased natural gas sold 137,070

Operations 51,436

Depreciation and amortization 20,553

Taxes other than income 11,051
Total operating expenses 220,110
Operating income 23,094

Other income (loss)

(723)
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Interest expense 4,884
Income (loss) before taxes 17,487
Income taxes 3,369
Net Income $14,118

Centennial Holdings Capital LLC

Year ended December 31, 2018
Balance sheet data

Property, plant and equipment $28,108,746

Less accumulated depreciation, depletion
And amortization 10,210,118
17,898,628

Non current investments

Deferred tax asset 356,351
Total identifiable assets $18,254,979
Year ended December 31, 2018

Income statement data (000’s)

Operating revenues $11,259,305
Operating expenses:
Operations 8,970,621
Depreciation 1,954,411
Taxes other than income 107,814
Gain on disp. of property -
Loss on disp. of property 137,277
Total operating expenses 11,170,122
Operating income 89,183
Interest income 1,630,981
Other income 190,577
Income (loss) before taxes 1,529,587
Income taxes 622,885
Net Income $906,701

(b) A description of the products or services provided to or from the utility and
each such affiliated interest or subsidiary.

e MDU Resources Group, Inc, the parent Company to Cascade Natural Gas
Corporation, provides management/consulting/legal services to Cascade
Natural Gas Corporation.
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e Montana-Dakota Utilities Co. (MDU) — Cascade provides 24/7 gas control
monitoring of MDU’s distribution system and provides notification to the
appropriate personnel when a problem is detected.

e Intermountain Gas Co. (IGC) - Cascade provides 24/7 gas control monitoring
of IGC’s distribution system and provides notification to the appropriate
personnel when a problem is detected.

e Centennial Holdings Capital LLC carries various liability insurance policies
on behalf of Cascade Natural Gas Corporation.

(c) A description of the Pricing Basis or Costing Method, and procedures for
allocating costs for such products or services, and the amount and the
accounts charged during the year.

See the attached Intercompany Administrative Services Agreement for costing
method procedures regarding MDU Resources Group, Inc.

(d) A Description of Terms of any Loans between the utility and each such
affiliated interest or subsidiary and a listing of the year-end loan amounts
and maximum loan amounts outstanding during the year.

No loans were made to an affiliate or subsidiary during 2018.

(e) A Description of the terms and total amount of any obligation or liability
assumed by the utility for each such affiliated interest or subsidiary.

None.

(F) A Description of the activities of each such affiliated interest or subsidiary
with which the utility has transactions.

e MDU Resources Group, Inc, the parent Company to Cascade Natural Gas
Corporation, provides management/consulting/legal services to Cascade
Natural Gas Corporation.

e Montana-Dakota Utilities Co. (MDU) — Cascade provides 24/7 gas control
monitoring of MDU’s distribution system and provides notification to the
appropriate personnel when a problem is detected.

e Intermountain Gas Co. (IGC) - Cascade provides 24/7 gas control monitoring
of IGC’s distribution system and provides notification to the appropriate
personnel when a problem is detected.

e Centennial Holdings Capital LLC carries various liability insurance policies
on behalf of Cascade Natural Gas Corporation.
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(9) A List of all common officers and Directors between the gas utility and each
such affiliated interest or subsidiary, along with their titles in each
organization.

Please see the attached lists.
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Attachments
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Cascade Natural Gas Corporation

Primary Address
8113 West Grandridge Boulevard
Kennewick, Washington 99336-7166

Directors
David L. Goodin
Nicole A. Kivisto
Daniel S. Kuntz
Jason L. VVollmer
Officers

Mark A. Chiles

Patrick C. Darras

Hart Gilchrist

David L. Goodin

Anne M. Jones

Nicole A. Kivisto

Julie A. Krenz

Daniel S. Kuntz

Karl A. Liepitz

Margaret (Peggy) A. Link

Scott W. Madison

Eric P. Martuscelli

Tammy J. Nygard

Title

Director

Director

Director

Director

Title

Vice President - Regulatory Affairs and
Customer Service

Vice President —Engineering and Operations
Services

Vice President -Safety, Process Improvement
and Operations

Chair of the Board

Vice President - Human Resources
President and Chief Executive Officer
Assistant Secretary

General Counsel and Secretary
Assistant Secretary

Chief Information Officer

Executive Vice President — Business
Development and Gas Supply

Vice President — Field Operations

Controller
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Garret Senger

Jason L. Vollmer

Montana-Dakota Utilities Co.

Primary Address

400 North Fourth Street
Bismarck, North Dakota 58501-4092

Officers

Mark A. Chiles

Patrick C. Darras

Hart Gilchrist

Kirsti B. Hourigan

Anne M. Jones

Nicole A. Kivisto

Julie A. Krenz

Daniel S. Kuntz

Karl A. Liepitz

Margaret (Peggy) A. Link

Scott W. Madison

Eric P. Martuscelli

Tammy J. Nygard
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Executive Vice President — Regulatory

Affairs, Customer Service and Administration

Treasurer

Title
Vice President - Customer Service

Vice President — Engineering and Operations
Services

Vice President -Safety, Process Improvement
and Operations

Assistant Secretary

Vice President - Human Resources
President and Chief Executive Officer
Assistant Secretary

General Counsel and Secretary
Assistant Secretary

Chief Information Officer

Executive Vice President - Business
Development and Gas Supply

Vice President — Field Operations

Controller
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Garret Senger Executive Vice President -Regulatory Affairs,
Customer Service and Administration

Jay Skabo  Vice-President Electric Supply

Committee Members
Title
David L. Goodin ~ Managing Committee Chair
Nicole A. Kivisto  Managing Committee Member

Daniel S. Kuntz ~ Managing Committee Member

Jason L. Vollmer  Managing Committee Member

Intermountain Gas Company

Primary Address
555 South Cole Road
Boise, Idaho 83709

Directors
Title
David L. Goodin Director
Nicole A. Kivisto  Director
Daniel S. Kuntz  Director
Jason L. Vollmer  Director
Officers Title

Mark A. Chiles  Vice President - Regulatory Affairs and
Customer Service

Patrick C. Darras  Vice President — Engineering and Operations
Services

Hart Gilchrist ~ Vice President — Safety, Process Improvement
and Operations Systems

David L. Goodin  Chair of the Board



2018 Affiliated Interest Report
March 29, 2019

Anne M. Jones

Nicole A. Kivisto

Julie A. Krenz

Daniel S. Kuntz

Karl A. Liepitz

Margaret (Peggy) A. Link

Scott W. Madison

Eric P. Martuscelli
Tammy J. Nygard

Garret Senger

Jason L. VVollmer
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Vice President — Human Resources
President and Chief Executive Officer
Assistant Secretary

General Counsel and Secretary
Assistant Secretary

Chief Information Officer

Executive Vice President - Business
Development and Gas Supply

Vice President — Field Operations
Controller

Executive Vice President — Regulatory Affairs,
Customer Service and Administration

Treasurer

Centennial Holdings Capital LLC

Officers
David L. Goodin
Daniel S. Kuntz
Jason L. VVollmer
Managers

David L. Goodin

Daniel S. Kuntz

Jason L. Vollmer

Title

Chairman of the Board, President and Chief
Executive Officer

General Counsel and Secretary
Vice President and Treasurer

Title

Manager
Manager

Manager
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MDU Resources Group,
Inc|

Centennial Energy
Holdings, Inc.

MDU Energy Capital,
LLC

Knife River Corporation

KRC Holdings, Inc.

v

v

¥ N

Knife River Corporation
- Northwest

Knife River Corporation
- North Central

Baldwin Contracting

o Sweetman Const. Co.

v

v

v

Central Oregon
Redi-Mix, LLC

Ames Sand & Gravel,
Inc

1250 Gladding Road,
LLC

E & ER Company

Ellis & Eastern Company

ARC Fabricators, L.L.C.

v

v

v

WHC, Ltd

Concrete, Inc.

MDU Construction

Services Group, Inc.

Centennial Energy

Resources LLC

MDU United
Construction Solutions,
inc.

Centennial Energy

Desert Fire Holdings,
Inc.

Centennial Holdings

Prairie Cascade Energy
Capital LLC

WBI Holdings, Inc. Holdings, LLC

Y

Duro Electric Company

Desert Fire Prote

n,a
el Desert Fire Protection, Sarl

Partnership

Inc. v

A

Wagner-Smith
Equipment Co.

Desert Fire Protection,
LLc

Independent Fire Sar.
Fabricators, LLC.

USl Industrial Services,
inc

M N

MDU Industrial Services,

inc.

Wagner Group, Inc., The

Bell Electrical
Contractors, Inc.

(|>|(

A A BTG Knife River Dakota, Inc.

Frebco, Inc.

Wagner-Smith
Company, The

v—— L —v

Anchorage Sand and
Gravel Company, Inc.

Hawailan Cement

2

v v N

Knife River Marine, Inc.

Knife River Midwest,
LLC

LTM, Incorporated Northstar Materials, Inc. Rail to Road, Inc.

v

v

M M N

JTL Group, Inc.
(Montana Corporation)

JTL Group, Inc.
(Wyoming Corporation)

Knife River Corporation
- Mountain West

Knife River Corporation

Kent's Oil Service - South

2

2

M N

Connolly-Pacific Co.

D'S'S Company

Granite City Ready Mix,

i Jebro Incorporated
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v v

M %

Rocky Mountain OEG, Inc..

Contractors,

Nevada Valley Solar

Solutions I, LLC Loy Clark Pipeline Co.

v

M v

Builders,

International Line

Capital Electric
Construction Company,
inc.

Capital Electric Line
Builders,

Bombard Mechanical,

i Bombard Electric, LLC

Fidelity Exploration & FutureSource Capital InterSource Insurance Cascade Natural Gas
Resources nternaiional, WBI Energy, Inc. Rl wxploration & ource e st o Nethrel
DD, MDU Resources WBI Canadian Pipeline, WBI Energy Wind Ridge Nevada Solar Solutions, Prairie Intermountain
9 International LLC Ltd. Pipeline, LLC LLC Energy Holdings, LLC
MDU Resources
Wl Energy WBI Energy Midstream, Intermountain Gas
LuxembotrgliEre Transmission, Inc. Lic Company.

As of March 13,2019
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AMENDMENT TO INTERCOMPANY
ADMINISTRATIVE SERVICES AGREEMENT

This Amendment To Inlercompany Adminisirative Sexvices Agreement
(hereinafier the “Amendment”) is made and entered into effective as of March 18, 2009,
by and between MDU Resowrces Group, Inc., and its utility divisions and subsidiaries
that are a party to this Agreement.

RECITALS

A, WHEREAS, MDU Resources Group, Inc., Montana-Dakota Utilities Co.,
a division of MDU Resources Group, Inc., Great Plains Natural Gas Co., a division of
MDU Resources Group, Inc., and Cascade Natural Gas Corporation entered into that
certain Intercompany Administrative Services Agreement dated July 2, 2007 (the
“Agreement™).

B. WHEREAS, subsequent to the paities executing the Agreement, MDU
Resources Group, Inc, acquired the issued and outstanding stock of Intermountain Gas
Company,

C. WIHEREAS, the partics wish to amend the Agreement to include
Intermountain Gas Company as a parly to the Agreement,

NOW, THEREFORE, in consideration of the foregoing, and for other good and
valuable consideration receipt of which is hereby acknowledged, the parties apree as
follows:

L. Amendment to the Agreement. The defined terms “Utility” and “Utilities” shall
be amended to include Montana-Dakota Utilities Co., a division of MDU Resources
Group, Inc., Great Plains Natural Gas Co., a division of MDU Resources Group, Inc.,
Cascade Natural Gas Corporation, and Intermountain Gas Company.

2, Effective Date, This Amendment shall be effective as of the date set forth above;
provided, however, that in those jurisdictions in which regulatory approval is required
before the Amendment becomes effective, the effective date shall be as of the date of
such approval.

3 Other Terms Unchanged. Except as expressly modified or amended by this
Amendment, all of the terms and conditions of the Agreement remain in full force and
effect.

4, Exceufion in Counterparis. This Amendment may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which together shatl
constitute one and the same instrument,




2018 Affiliated Interest Report

March 29, 2019

Page 15 of 22

IN WITNESS WHEREQF, the parties hereto have executed this Amendment as

of the date and year first above written.

MDU RESOURCES GROUP, INC, 3
~)

By:

g , Hildestad
esident and Chief Executive Officer

MONTANA-DAKOTA UTILITIES CO,,
a division of MDU Resources Group, Inc. L

oy, (LT ekl N

David L. Goodin
President and Chief Bxecutive Officer

GREAT PLAINS NATURAL GAS CO,,
a division of MDU Resources Group, Inc,

Sl
By: WXM

David L. Goodin
President and Chief Exccutive Officer

CASCADE NATURAL GAS CORPORATION,
a subsidiary of MDU Resources Group, Inc,

By: égf/fM

David L. Goodin
President and Chief Executive Officer

P2

INTERMOUNTAIN GAS COMPANY,
a subsidiary of MDU Resources Group, Inc.

By: L%XM)

David L. Goodin
President and Chief Executive Officer

<K
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INTERCOMPANY ADMINISTRATIVE SERVICES AGREEMENT
BY and AMONG
MDY Resources Graup, Ine.
AND

its Ulillty Business Units

This Intercompany Administrative Servicés Agréemsﬁt ("Agreemant’) s attered into effective as of July 2, 2007 by and
among MDU Resources Group, Inc. (hereinafier the "Company") and its uliity divisions and subsidliades party to this
Agreemant (herelnafter a"Utiily’ or the "Utiitias") (each a *Parly” and togather the "Partles*).

WHEREAS, the Gompany provides senior fitanagement, executive oversight and other adminisirative services tiat provide
value to and benefit 1he Utilites;

WHEREAS, the Utililes have aceess to professional, tochnical and other spacialized resources that the Company may wish
lo wlilize from time to time in the provision of adminiskralive services; and

WHEREAS, the Company and the Utililes nvay desire to ulilize the profassional, technical and other specialized resources
of the others.

Nt)w, THEREFORE, it consideration of the premises and mutual i;graemsnts sot forth hereln, the Company and the
Utilittes agree as follows:

ARTICLE 1. PROVISION OF ADMINISTRATIVE SERVICES

Upon and subject to the terms of ihis Agreement, services will be provided betwaen and among the Company and the
Utilties that are not directly applicable to the production, distibution or salo of a product or senvice available o customers of
the Utlities {"Adinisirative Services*). For purposes of this Agresment, Administralive Servicas shal include, but nol he
limitad to the folloviing:
a) sewlces by the Board of Directors, and execulive, management, profassiona), technleal and clerical employees;
b) financlal and accounting services, corgorate governance and compliance servicss, legal seivicas, audit services,
inforimation and technology services, freasury services, investor ralations Servicas, govarnmental and regulatory
senvices, human resources services, communlcations services, payrol procssing services, employes henefits
pariicipation, procurementand flest management, lax and relaled services, conlract negotialion and administration
services, insurance and fisk managemenl services, enviranmenlal services and enginearing and technical
savicas;
o) Ihe use of office faclities, including but not fimited to offica space, furniturs, squipment, machinary, supplies,
computers and campuler software, communications equipment, insurance policies and other porsonal property;
d) theuss of automobllgs, airplanes, other vehicles and squipment;
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To obtain specialized expertise or to achiave efficiencies, the following silualions may arise under his Agreement
whereby Administralive Services may be provided belwaan and among the Company and Its Utlities,
a) ‘The Company ntay direclly assign or alfocate Adminslrative Services cosls, comman costs, or costs Incurred
for the benafil of the Ulllity or Uitlifes, to a Ulilly or the Utilities,
b) The Company may pracure Adminislealive Services rom a Utllly or the Utlilles for the Company’s banefi,

o) Tha Company may procure Adminisiralive Services from a Utifily or the Uliillies for subsequent alipcation fo
somo or all the Utilities conmonly benefiling, or

d) The Utilities may pracure Adminisirative Seivices from each other or agree to direclly assign or allocate
common cosls to each othar,

ARTIGLE 2, DEFINITIO
For purposas of this Agreement these terms shall be defined as follovs:

(a) "Laws" shall mean any law, stalule, rule, regulafion of erdinance,

{b) "State Commissions: shall mean any state public ulility commission or sate public service
commilssion with jurisdicllon over a Utifity.

{c) "Uliities- shall mean current and fulure direct and indirect major-owned eleciic and-hatiral gas utiliies of he
Company including its ulility divislons.

ARTICLE 3, EFEECTIVE DATE -
This Agreement shall be effeclive as of lhe data set forth above; provided, however, that in those jurisdictions in which

regulatory approval Is required before the Agresment becomas effective, the effective date shall he as of the date of
such approval,

ARTICLE 4, CHARG D PAYMENT
(a) CHARGES,
Parllos shall charge for Administrativa Servicas on the following basis:

(1) Diract Assignment: The cost of an Administrative Service incurred specifically for a Parly ("Recipient Party')
will be directly assigned to that Parly by the Party providing the Adminislralive Seivices (‘Providing Pary),
Including, bul not limited to, allacable salary and wages, Incentives, pald ahsences, payrofl taxes, payioll
additives (nsurance premlums, health care and retirement benefits and the like), direct non-labor cosls, If
any, and similar expenses, and relmbursement of out-of-packet third party costs and expenses.

(i} Sewice Charges: Service Charges will he assessed for costs that are impractical {o asslgn directly but for
which a costhenefit relationship ¢an be reasonably identified bstween the Adminisirative Service and the
Reciplent Parly. A praclical allocation melhod will be established by Providing Patly that allocates the cost
of this service aquitably and consistently fo the Reclplent Party.

{iiiy Allocations: Gosts incurred for the general benefit of the enlire ulilities group for which direct charging and
service charges are not praclical will be aflocated to the Parties. An allocation melhodolagy will be
ostablished and used conslstently from year lo year. '

The charges conslitute full compensalion to the Providing Parly for sl charges, costs and expenses incurred by the
Providing Party on behalf of the Recipient Parly in providing the Administeative Services, unlgss otherwise specifically
agteed to In wrillng botween the Parties.

if events or circumstances arise which, in the opiaton of ihe Padies, render Ihe costs of providing any Adminisirative
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Senvices materially different from those charged under a specific rate or formula then in effect, the speciflc rato or
formulas shall be equitably adjusted to take into account sich events or changed circumstances.

Providing Parties will bill each and all Reciplent Parlias, as appropriate, for Adrinistrative Sevices rendered unier this
Agreement In as specific a manner as practicable, To the extont that diract charging for services rendered is not
praclicable, the Providing Party may ullize allacation methodologles fo assign chatges for services rendered to the
Raciplont Party, reflactive of tha drivers of such costs. Such allocation methodologlos may ulilize allocation bases that

include, but are not limited to: capitalization, employea fabor, amployee counts, assels, and mulll-factor allocation
formulae.

Any cost allocation méthodobagv for the assignment of coporate and affillate costs will corply with the following
principles: .

i} For Adminisirative Services rondered to a Utlity or each cost category subject to allocation to a Utifty, the
Providing Party must ba ahle to domonsirals hat such service or cost category is reasonable lor the Ulility
for the parfarmance of its ragulated operalions, fs not duplicalive of Adminisirative Sarvicas already being
parformed within the Ulilty, and is reasonable and pradent,

) Parfles must maintain tecords sufficlent to specifically idenlify costs sublect to allocation, paricularly with
respect [o their origin. In addition, the records must ba adaquately supported in a manner sufficiant to
Justify rocovery of the costs n rates of the Ulllly,

iily - 1tis he responsibilty of the Ulilily Parlies lo ihis Agreement lo ensura fat costs which would have been
denied recovery in rates had such costs been direclly incurred by the regutated operation are approprialely
idenlified and segregalad in the hooks of the regulated oparatlon.

(b) PAYMENT.

{1} Each Providing Parly shall bil the Recipient Party monlhly for all charges pursuant to (his Agresment
via billings directly to the Recipient Party o through the Company. Full payment for all Administrative Services shall be
mada by the and of the calendar menif following the intercompany charge. Charges shall be supportei by reasonable
documentalion, which may be maintained in electranic form,

(i) The Partias shall make adjustments to charges as required to reflect (he dlscovary of errors or
omigsions or changes in the charges, The Parties shall conduct a trus-up process as appropriate to adjust charges
based on reconciliation of amounts charged and costs incurred.

ARTICLE 5, GENE TIONS: STANDARD OF C

Utiity Padies will comply with all applicable State and Fedetal Laws regarding affiiated interest transactions, including
lirnaly filing of applications and reporis. The Patlies agree not to cross-subsidize botwaan the rale-regulated and
non-rate-regulated businesses or betwsan any rate-regulalad husingsses, and shall comply with any applicable Staie
Comniigsion Laws and orders. Subjact o the ferms of this Agreement, the Parlias shall perlorm (hair obllgations
heraunderin a commercially reasonable mannar.

ARTICLE 6. TAXES

Each Partly shall bear all taxes, duties and other similar charges excspt taxes hased upon Its gross income (and any
rolated interost and penallies), Imposed as a result of its taceip! of Adminisiralive Servicas unda this Agreament,
including without limitation sales, use, and value-added taxes.

ARTICLE 7, AGGOUNTING AND AUDITING
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Parties shall maintain such books and records as are necassary 1o support the charges for Adminlstrativa Servicas, in

sufficient delall as may he necessary to enable the Utilitlas to salisfy applicabla regulatory requirements (‘Records"), Al
Partles: )

(a) shall provide access to the Records at all reasonable times;

{b) shall maintain the Records In accordance wilh good racord management praciices and with al laast the same
degree of compleleness, accuracy and care as it maintains for its own records; and

Subject to the provisions of this Agresment, Records supporting intercompany hillings shall be available for Inspection
and copying by any qualified represantalive or agent of a Parly, at lhe expense of the inqulring Party. In addition, Slate
Gommisslon slaff or agents may audit the accounting records of Providing Partias that form the basis for charges to
Utilllas, to detarmine the reasonableness of allocation factars used by the Providing Parly to assign costs to the
Racipient Party and amounta subject to allocation or direct charges. All Parlies agree to cooparate fully with such audits.

ARTICLE 8. BUDGETING

In advanice of each budget year, Providing Parties shall prepare and deflver to the Reciplent Parties, for thelr review and
approval, a propesed budget for Adminisirative Services to be performed during that year. The approved schedule of
budgeted Adminlstrative Services shall evidenco the base level of Adminislative Sesvices. The schadule shall ba

updated al least annually. Each Parly shall promptiy nolify the ofhier Party In wriling of any requested material change to
the budget costs for any service helng provided,

ARTICLE 9, COOPERATION WITH OTHERS

The Partias will use good faith efforts to cooperate with each ather in all malters relaling to the provision and receipt of
Adminisirative Services. Such good faith cooperalion will include providing alecitonlc accass in the same manner as
provided ather vandors and conlractors to systems used in conneclion wilh Administialive Sarvices and using
commerclally reasonable elfarts to oblaln all cansents, licenses, sublicanses or approvals necessary fo permil each
Paty to perform lls abfigations. Each Parly shall make avaitabils to the other Pasty any Information raquired o
reasanably requested by lhe ofher Parly regarding the parformance of any Adminisirative Service and shall he
responsible for timely providing hat Information and for the accuracy and completeness of that informalion; provided,
however, hat a Parly shall not ba liable for not providing any Information that is subject to a confidentlalily obligation
owad by it o a parson or ragulatory body olhar than an affiiate of it or the other Party. Eilher Party shall not be liable for
any impaiiment of any Administralive Service causéd by it not receiving information, either timaly or at all, or by it
recalving inaccurate or incomplete information from the ofher Parly that is required or reasonably raquested regarding
that Adminislrative Service. The Parllaswill cooperate with each ofher In making such information avallable as nesded In
the avent of any and all Internal oz extemal audits, utility regulatory praceedings, legal actions or dispule resolution. Each
Party shall fully cooperate and coordinale with each other's employees and contractors who may he awarded other work.

The Parties shall not commit or parit any act, which will interfere with the performance of or recelpt of Adminislralive
Sarvices hy either Parly's employees or contraclors.

ARTICLE 10. COMPUANCE WITH ALL LAWS

Each Parly shall be responsthls for (1) its compliance with all laws and govermmental regulalions affecting its businoss,
Including but not limited o, laws and governmental regulalions govaring faderal and slate affiliate lransactions,
warkers' compenselion, heath, safety and security, and (i) any use i{ may make of tha Adminisirafive Semvices lo assist
[tin complying with such laws and governmental regulations.

ARTICLE 11, LIMITATION OF LIABILITY
Nolwithstanding any othar provision of lhis Agreement and except for (a) rights provided under Arlicle 12 in connection
wilh Third-Party Claims, (b} direct or aclual damages as a rosult of a breach of this Agreement, and (c) liabillly caused by
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a Parly's nagligenca or wallful misconduel, no Perty nor thelr raspective directors, officers, employees and agents, wil
have any liability to any other Parly, or Ihair respectiv directors, officers, employees and agents, whether hased on
conleaet, varranly, tor, slrict iabilily, or any other theary, for any indirect, incidental, consequential, spacial damages,
and no Parly, as a restl of providing a Service pursuant to ihls Agreemant, shall ba liablo to any ofher Party for more
than the cost of the Agrministrative Service(s) related to the claim or damages.

ARTIGLE 12, INDEMNIFICAYION

Each of the Parlles willindemnlfy, defend, and hold harmiess each other Parly, members of ils Board of Direcors, officers,
employees and agants against and from any third-paly clalms resulling from any negligence or willful misconduct of aParly's
employees, agents, representatives or subcontractars of any tfer, their employees, agents or representatives in the
performance or nonperformance of its obligations under this Agreement or in any way related to fhls Agreement, If a
Third-Party clalm arielng out of at In connection vl this Agresment results from negligence of multiple Paries {including
their smployess, agents, suppliers and subcontractors), each Party will boar liabifty with respect to the Third:Party Clalr In
proportion to its own negligence.

ARTIGLE 13, DISPUTE RESQLUTION

The Parties shall promptly resolve any conflicts arfsing under this Agreement and such resolution shall be final. If applicabl,
adjustments to the charges will be made as raquired to taflact the discovary of eiors or omigslons In the charges. If he
Parties are unable to resolve any sarvica, performanca or budgetissues orif there is a material breach of this Agreemant that

has nol been coirected willin ninety (30) days, reprasentalives of e affected Paries will meet promptly 1o feview and
resolve those issues in good faith.

ARTICLE 14. TERWINATION FOR GONVENIENGE

A Party may terminale fls pariicipation in his Agresment lther wilhk respact 10 all, or with respect to any ane or more, of lhe
Administeative Servicas provided heraunder at any tima and from time Lo time, for any reason or no reason, by giving nofice
of terminatlon at least sixty (80) days in advance of the effective date of the tarmination o enable the other Partyto adjust its
available slafiing and faciliies. Inthe avent of any lerminafion will respact to ane or more, hut lass than a, Adminlalralive
Sarvices, this Agreement shall continue in full force and effoct with respact to any Administeative Services not teninated
hereby. If this Agresment Is terminated in whole or in part, the Parties il cooperate in good faith wilh each other in all
reasonable respecls in order to slfect an efficlont lransifion and to minimize the disruption to the business of all Partles,
including the assignment or transfor of the rights and obligalions under any confracts. Transitional assistance service shall
include organizing and dellvering records and documenis necessary 1o allow conlinuation of the Adminlstrative Servicas,
including delivering such materials in sleclronlc forms and versions as reasonably requested by the Parly.

ARTIGLE 16, CONFIDENTIAL INFORMATION NONDISCLOSURE

To the fulest extent allowed by law, the provision of any Adminlstralive Service or reimbursement for any Adminlstrative
Senvice provided pursuant lo this Agresmant shall not operate to impair o walve any privilege avallable {o eilher Parly in
cannection with the Adminisirative Servics, its provision or reimbursement for the Adminisiralive Service.

All Parlles will maintain in confidence Gonfidanifal Information provided to each olher in connection with this Agreement and
will use the Confidantial infermation solely for the pumose of carrying out its obligations under this Agreement, The term
Conliciontia! Informalion means any otal or wiillen informatian, (including wilhout limliation, computer programs, cods,
mactos or inslruclions) which is made avallable fo the Company, its Utifilies or one of s tepresantafives, regardless of the
manner in which such Infoimation Is furnished. Confidenttal Informatlon also includes the following:

a. All information regarding the Administralive Services, including, bul not limited to, price, costs, methods of
operalion and software, shall he maintained in conlidence.
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b. Systems used lo petform the Adinislralive Servicas provided hereunder are confidential and proprielary to
tha Cormpany, lts Utllities or third party vendors. Partles shall freat these systams and all related procedures and
documentation as confidential and proprietary to the Company, the Uliities of its third party vandors,

¢. All syslems, procedures and relatad materials provided to either Parly are for ils Infornal use only and only as
relafed tothe Adminisirative Services or any of the underlying systems used to provide the Administrative Servicss.

Notwithstanding anything in this Articte 15 to the canirary, the ferm "Confidantial Information” does not include any
information which {f) at the fime of disclosure is generally avallable fo and kaown by tha public{other than as a result of an
unpermitted disclosura mads directly ot Indirectly by a Parly), (i) was avallabls to a Parly on & nonconfldential besls from
anolher source (provided that such source Is not or was nolt bound by a confidentality agreement with & Parly or had any
other duty of confidentlality to a Party), of {ii} has been indepandently acquired or devslopad without violaling anyofthe
ohligations under this Agreement.

The Parliss shall use goad faith efforts al the termination or xpiration of this Agreement to ensure that all user access
and passwords are cancelled.

All Confidential Information supplisd or developed by a Party shall ba and remain the sole and exclusive property of the
Paily who supplied or developad it,

ARTIGLE 16. PERMITTED DISCLOSURE .

Nolwlthstanding provisions of this Agresment to the confrary, each Party may disclose Confidential Informaion {iHo the
oxtent required by a State Commisalon, a courl of competent jurisdiction or olher governmental autharity or othenvise as
required by law, including without Hrailalion discloswre obligalions Imposed under the federal secuilies laws, provided that
such Parly has given the other Parly prior nofice of such requirement when legally penmissible to pemit the other Parly to
taka such legal acton to prevent the disclosure as It deems raasonahle, appropriate or necessary, or fiyona

"need-to-knaw" basis under an obligation of confldsntiality fo its consultants, lagal counsel, affliates, accouniants, banks
and ofher financing sources and thelr advisors.

- ARTICLE 17, SUBC
To the extent provided herein, the Parties shal be fully responsible for the acls or omissions of any subcontractors of any
fier and of alipersons employed by such subcontractors and shall maintain complete control ovar all such subcontractors,
itbeing understood and agread that nolhing contalned herain shall be deemed 1o create any contraclual refation
hslwean the subcontractor of any fier and the Parlies.

ARTICLE 18. NONWAIVER
The failure of a Parly to Inslst upon or enforce sirict performance of any of the terms of this Agreament or to exerdise any

rights hereln shall not be constiuad as awalver or relinguishment to any extent of ita rlght to enforce such lerms orrights
on-any fulure occasion.

ARYIGLE 19, SEVERABILITY
Any provision of this Agresment prohibiled or randered unenforcaable by operation of law shall b ineffective only to the
axtant of such prohibition or unenfarceability without invalidating the remalning provisions of this Agresmont.

ARTIGLE 20, ENTIRE AGREEMENT/DOCUMENTS INCORPORATED BY REFERENCE

Al understandings, representations, warranlies, agresments and any refarencad allachments, ifany, exisling between
the Partles regarding the subject malter hereof are merged Into this Agrearent, which fully and completely express the
agreement of the Parlies wilh respect to the subject matler hereof,
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ARTICLE 21, OTHER AGREEMENTS

This Agreement doas ol address or govern the Parilas’ relatlonshlp involving: (a) the tax allocation agraamant nor (b)
any olher relationships not specifically identified herain. All such relatlonships not addressed or gaverned by this
Agraement will be governed and conlrolled by a separale agresment o larif spacilically addressing and governing those
telationships or by applicable Laws or orders.

This agreement has baen duly execuled on hehalf of the Parties as follows:
Mo I}ESOURCES GROUP, INC.

MONTANA-DAKOTA UTILITIES CO. .
a division of MDU Resources Group, Ine.

By: e 7

Bruce T. Imadahl e
Tilla: President and Chief Executive Officer

GREAT PLAINS NATURAL GAS CO.
a division of MDY Resources Group, inc.

o e T ekl

Bruce T. Imsdahl
Title: Prestdent and Chief Execulive Officer

CASCADE NATURAL GAS CORPORATION
a suibsidiary of MDU Resources Group, Inc.

By: "
Davlii L. Goodin
Title: Prasident
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Overview

Cascade Natural Gas Corporation (Cascade), a subsidiary of MDU Resources Group, Inc.
(MDUR), conducts business in two states with regulated gas distribution operations.

Below is an overview of the operational structure for the purpose of assigning costs.
The diagrams presented are intended to provide an overview for cost allocation only and
are not intended to represent the legal structure of the Corporation. Note that costs
from MDUR and FutureSource are directly assigned or allocated and charged to the
operating companies (i.e. Utilities Group, WBI Energy, etc.)

Corporate Level

MDUR | Future Source
| | ] |
Knife River MDU Construction
iliti . WBI E
Utilities Group Coporation Services Group, Inc. nerey
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Utility Group Level

Utilities Group -
Leadership

Administrative Gas Supply &
Services Control

Technology &

iett Services
Communicatinos

Information

Customer

Montana-Dakota

C de Natural
Utilities/ Great ascade Natura

Gas Corporation

Intermountain

Plains Gas Company

This document is intended to provide an overview of the different types of allocations
and the processes employed to direct costs to the proper utility and state jurisdiction for
Cascade.

This document will discuss the allocations from:
¢ MDUR and FutureSource to Cascade Natural Gas
e Montana-Dakota/Great Plains (MDU) and Intermountain Gas Company (IGC) to
Cascade Natural Gas
e Cascade to MDU and IGC
e State jurisdictions

Overall, the approach to allocating costs at each level is to directly assign costs when
applicable and to allocate costs based on the function or driver of the cost.

MDU Resources Group, Inc. (MDUR) Allocations

The MDUR corporate staff consists of shared services departments (payroll, procurement
and enterprise technology) and administrative and general departments.
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Shared Services

MDU Resources Group, Inc. has several departments that provide specific services to the
operating companies. These departments have developed a pricing methodology which
is updated annually for the allocation of costs to the MDUR operating companies that
utilize their services. (See Exhibit III)

These departments include:

Payroll Shared Services

Payroll Shared Services department provides comprehensive payroll services for
MDUR companies and employees. It processes payroll in compliance with appropriate
federal, state and local tax laws and regulations. Payroll Shared Services is also
responsible for preparation, filing and payment of all payroll related federal, state and
local tax returns. It also maintains and facilitates payments and accurate reporting to
payroll vendors for employee benefits and other payroll deductions. For Cascade, the
payroll shared services department is also responsible for the accumulation of time
entry records and maintenance of employee records. Cascade does not have any
departments that provide these payroll related services.

Procurement Shared Services

Procurement Shared Services creates and maintains the Corporation’s national
accounts for the purchase of products, goods and services. National accounts take
advantage of the combined purchasing power of all of the Corporation’s operating
companies. National accounts, or preferred vendor agreements, typically are
negotiated at the corporate level rather than at the local company level. Procurement
Shared Services also is responsible for monitoring the level of services, quantities,
discounts and rebates associated with established national accounts. Cascade has a
single procurement department that places specific purchase requests for materials
and services required to conduct business with approved vendors.

Enterprise Technology Service

Enterprise Technology Services (ETS) provides policy guidance, infrastructure related
IT functions and security-focused governance. ETS seeks to increase the return on
investment in technology through consolidation of common IT systems and services,
while eliminating waste and duplication. ETS works to increase the quality and
consistency of technology, increase functionality and service to the enterprise,
provide governance for managing and controlling risk and reduce costs through
economies of scale.

Page 3



Cost Allocation Manual

Cascade’s IT department consists of Montana-Dakota/Great Plains employees
physically located in Kennewick, Washington, Boise, Idaho, and Bismarck, North
Dakota. This Department is responsible for supporting applications specific to the
utility group such as the Customer Care & Billing System, the JD Edwards financial
software, Scada and mobile applications, Enterprise GIS, and PowerPlan which is the
project and fixed asset accounting software. In addition the utility group IT
department develops business continuity plans in the case of disaster recovery.

General and Administrative Services

Administrative and general functions performed by MDUR for the benefit of the operating
companies include the following departments:

Corporate governance, accounting & planning
Communications & public affairs

Human resources

Internal audit

Investor relations

Legal

Risk management

Tax and compliance

Travel

Treasury services

Cascade receives an allocation of these corporate costs. Corporate Policy No. 50.9
states “It is the policy of the Company to allocate MDU Resources Group, Inc.’s (MDU)
administrative costs and general expenses to the MDU'’s business units”. Business units
described in the policy have been referred to as operating companies in this document.
The policy states that costs that directly relate to a business unit will be directly
assigned to the applicable business unit and only the remaining unassigned expenses
will be allocated to the operating companies using the corporate allocation methodology.
The allocation factor developed to apportion MDUR'’s unassigned administrative costs is a
capitalization factor which is based on 12 month average capitalization at March 31,
effective July 1 and at September 30, effective January 1 each year. Capitalization
includes total equity and current and non-current long-term debt (including capital lease
obligations). The computation of the Corporate Overhead Allocation Factors is shown in
Exhibit I.

Cascade is reflected as CNGC in the Corporate Overhead Allocation Factors in Exhibit I.
Operating companies that receive allocated costs on a monthly basis from MDUR
include:

e Montana Dakota - Electric utility segment
Page 4
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Montana Dakota/Great Plains — Gas utility segment
Cascade Natural Gas Corporation (CNGC)
Intermountain Gas Company (IGC)

WBI Energy Transmission

WBI Midstream

Knife River (KR)

MDU Construction Services Group, Inc.

The corporate costs allocated to Cascade are subsequently allocated to the state
jurisdictions. Corporate costs are recorded in the administrative and general (A&G)
function for Cascade. (See state jurisdictional allocation discussion on page 8.)

Montana-Dakota/Great Plains Allocation of Cost to/from Others
Allocations to/from other MDUR Companies

Certain Montana-Dakota/Great Plains owned assets, such as the General Office/Annex
facility, located at the utility headquarters in Bismarck, and the assets associated with
the contribution made for FutureSource assets, are also used for the benefit of other
MDUR operating companies. To cover the cost of ownership and operating costs
associated with these owned assets, a revenue requirement (asset return plus annual
operating expenses) is computed for the shared assets. The expense component
included in the return is composed of operating and maintenance costs, depreciation,
income tax and property tax expenses. The resulting revenue requirement is billed to
the other MDUR operating companies, including CNGC and IGC, as a monthly fee. The
costs are allocated based on the number of customers served by each utility.

Intermountain Gas owns the customer care center located in Meridian, ID. To cover the
cost of ownership and operating costs associated with that owned asset, a revenue
requirement (asset return plus annual operating expenses) is computed similarly to
Montana-Dakota owned assets. The expense component included in the return is
composed of operating and maintenance costs, depreciation, income tax and property
tax expenses. The resulting revenue requirement is billed to the Montana-Dakota/Great
Plains and Cascade as a monthly fee. The costs are allocated based on the number of
customers served by each utility.

Certain Cascade owned assets, such as the portion of the General Office facility used for
Shared Services (i.e. Gas Control, IT), located at the utility headquarters in Kennewick,
are also used for the benefit of other MDUR operating companies. To cover the cost of
ownership and operating costs associated with these owned assets, a revenue
requirement (asset return plus annual operating expenses) is computed for the shared
assets. The expense component included in the return is composed of operating and
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maintenance costs, depreciation, income tax and property tax expenses. The resulting
revenue requirement is billed to the other MDUR operating companies, including MDU
and IGC, as a monthly fee. The costs are allocated based on the number of customers
served by each utility.

Allocations to other Utility Companies

Montana-Dakota/Great Plains has several departments that provide services to all four
utility operating companies (Montana-Dakota, Great Plains, Cascade Natural Gas Co. and
Intermountain Gas Company). These departments include:

e Leadership Group - composed of the Executive Group and Directors that
oversee shared utility specific functions

e Customer Services - (Call Center, Scheduling and Online Services)

e Information Technology and Communications- (Management Information
Systems, Technology and Compliance)

e Administrative Services - (Procurement, Office Services, Fleet Operations)

e Gas Supply & Control

These operational groups have calculated the proper allocation to use to allocate the
costs to the utility companies based on services performed for each utility company.
The allocation methodology is included in Exhibit IV.

Standard Labor Distributions

Labor/Reimbursable expense allocations

The development of standard labor distributions for Cascade employees is described
below based on the type of employee. Standard labor distributions are used for all
employees to account for certain expenses as detailed below.

Labor, benefit costs and reimbursable expenses are directly assigned to a jurisdiction
where possible. If the expense is not direct, the appropriate jurisdiction is charged as
follows:

Union Employees

Time tickets are required for productive time. The employee specifies the proper
location and FERC account based on work performed. To account for non-
productive time, standard payroll labor distributions are established for all
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employees. These standard labor distributions are calculated for union employees
based on the historical actual charges.

Non-Union Employees

Non-union employees are not required to submit detailed time tickets with
applicable general ledger accounts specified. Rather each employee has a
“standard” set of general ledger accounts that split the labor costs based on an
expected ratio of work. This split can be unique and is based on the employee’s
position. Costs are distributed based on this standard labor distribution for each
employee, and the allocations are reviewed periodically.

Cascade Allocations to State Jurisdictions

Cascade utilizes an automated allocation process each month to record the income
statement and rate base account activity to the financial ledger (state jurisdiction) to
facilitate regulatory reporting. This process is based on the general ledger account
structure used in the financial software (JD Edwards). As with other items, costs are
directly assigned to a jurisdiction when possible. Costs common to more than one state
jurisdiction are allocated between jurisdictions. The primary driver of the allocation is
the Business Unit component of the general ledger account; however, the FERC account
associated with the charge is also used to determine the proper allocation method. The
allocation process creates a Journal Entry to the JD Edwards jurisdictional ledgers
established by state.

The allocation methodology is as follows:

The JD Edwards (JDE) software is used by Cascade for recording financial transactions
as well as the jurisdictional allocation process for all accounts except those related to
fixed assets.

The account structure within JDE consists of the following components:

Business Unit - The Business Unit is one of the primary components used for identifying
the regulatory allocation of costs. It usually defines a location such as an operating
region, operating district or facility (i.e. gas regulator station), or department (i.e.
human resources, engineering).
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Object = The object for operations and maintenance (O&M) expense accounts represents
the resource consumed (i.e. payroll or materials). For balance sheet accounts, the
object represents the FERC account.

Subsidiary = The subsidiary portion of the account for O&M accounts identifies the utility
segment (2 represents gas) and the FERC account. For balance sheet accounts the
subsidiary represents a further breakdown of the account such as which bank for a cash
account.

Revenue Accounts — Revenues are directly assigned to the jurisdiction when possible.
The applicable FERC account is part of the account structure. It is the combination of
the business unit, and FERC that drive the allocation factor used. An example of
revenue that is allocated to the jurisdictions is revenue from the cost of service
calculation which is assigned an allocable location (Business Unit).

Operation and Maintenance (O&M) accounts — As costs are incurred, the approver of the
expense assigns the general ledger account structure.

It is the combination of the location (Business Unit), and FERC that drive the allocation
factor utilized. Locations are assigned a factor based on the geographic area for which
they serve and the FERC function assigned. For example, location (Business Unit)
47041 represents the geographic location of the Bend, Oregon District. The Bend
District is therefore directly assigned to Oregon for all FERC accounts.

Another example is location 4767000, representing the Credit and Collections
Department. The allocation of costs is based on the FERC range of accounts. The
location may also be a responsibility, or department. An allocation code is used to split
the costs between the states. The most common allocation factor is the 3-factor formula
(customer, employee and plant). However, the customer ratio, employee ratio, gross
plant ratio, and rate base ratio are also used. See Exhibit II for the allocation factor
calculations.
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Utility
*Obj *FERC *FERC *Start Stop Alloc Utility Allocation
*Location Acct Sub 1 Sub 2 Date Date Description Code 01 Code 01
47041 2870 29359999 200601 203512 Central OR District 00002 2 00038
47041 4261 42659999 201208 203512 Bend DistictBTL 00002 2 00038
47041 4081 0 99999999 200601 203512 Central OR District-4081 00002 2 00038
47041 5981 4261 4261 200902 201207 Central OR District 00002 2 00038
47041 5984 4263 4283 201111 201207 OR 5984 00002 2 00038
Code 00038 = 100%
allocated to Oregon
Utility
*Obj *FERC *FERC “Start Stop Alloc Utility Allocation
*Location Acct Sub1 Sub 2 Date Date Description Code 01 Code 01
4767000 0000 99999 201101 203512 Customer Senice Allocated G 00002 2 00100
4767000 5211 4264 4264 201101 203512 Labor Rel & Comp 00002 2 00100
4767000 5984 4263 4263 201108 203512 Corporate 5984 00002 2 00100
Utility
*Ohbj *FERC *FERC *Start Stop Alloc Utility Allocation
*Location Acct Sub1 Sub 2 Date Date Description Code 01 Code 01
47042 2870 29359999 200601 203512 Pendleton District 00002 2 00038
47042 4261 42659999 200601 203512 Pendleton District-BTL 00002 2 00038
47042 4081 0 9999999 200601 203512 Pendleton District-4081 00002 2 00038
~ —~
Allocation Code 01 Represents the code used to allocate to
a Jurisdiction
00038 = Oregon
00048 = Washington
00100 = 3 Factor Formula (customer, employee, plant)
00101 = Customer Ratio
00102 = Employee Ratio
00103 = Gross Plant Ratio
S -
Juris Alloc Juris Juris Description State Percent State Percent
Code Start Date  Stop Date 10 01 01 02 02
00100 201501 201512 3 Factor formula -(customer, employee, plant) OR 24270000 WA 75730000
00101 201501 201512 Customer Ratio OR 24940000 WA 75060000
00102 201501 201512 Employee Ratio OR 25440000 WA 74560000
00103 201501 201512 Gross PlantRatio OR 22420000 WA 77580000
00104 201501 201512 Rate Base Ratio OR 23540000 WA 76460000
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Exhibit I- MDUR Corporate Overhead factor

MDU Resources Group Inc.
Corp Overhead Alloc Factors Jan-Jun 2017

vy

e s

Ui

FIDELITY

MONTANA-DAKOTA TOTAL EXPLOR.& WBINON-
ELECTRIC  GASDIST CNG  IaC UTIITY ~ WBI  PROD. REGULATED KRC  CSG
Corporate factor 19.8 132 136 94 56.0 74 00 56 23 8.7 10000
Average Capitalization - 12 months ended 09/30/2015 for Corporate Overhead Factors Effective January 1, 2016
Utility Group WEI Energy Knife River Construction Services Total
Debt and Equity
Short-term borrowings - 6,583,333.33 6,583,333.33
LTD due within one year 51,215,181.58 43,416,666.66 75,482,018.10 35,014,109.04 205,127,975.38
Long-term debt 944,553,238.29 265,383,037.36 295,332,700.51 75,297,579.08 1,580,566,555.24
Total Debt 995,768,419.87 315,383,037.35 370,814,718.61 110,311,688.12 1,792,277,863.95
Stockholders' equity:
Preferred stocks 15,000,000.00 15,000,000.00
Comman stock 195,212,981.75 800,000.00 1,000.00 196,013,981.75
Other paid-in capital 1,654,872,956.62 489,889,551.81 134,623,649.93 2,279,386,158.36
Retained 2arnings 1,432,116,748.63 122,708,512.63 93,237,371.98 1,708,062,633.24
Accumulated other comprehensive loss (40,262,509.78) (23,457,919.69) (2,496,243.34) (66,256,672.73)
Treasury stock (3,625,812.59) (3,625,812.59) - (7,251,625.18)
Equity at WBI - Equity components provided in total - 316,551,619.60 316,551,619.60
Total common stockholders' equity 3,298,314,364.65 316,551,619.60 586,274,332.16 225,365,778.57 4,426,506,094,98
Total stockholders' equity 3,313,314,364.65 316,551,619.60 586,274,332.16 225,365,778.57 4,441,506,094.98
Total liabilities and stockholders' equity 4,309,082,784.52 631,934,656.95 957,089,050.77 335,677,466.69 6,233,783,958.93
IC investment in subsidiaries 2,280,176,898.63 - 2,280,176,898.63
Capitalization 2,028,905,885.890 631,934,656.95 0957,089,050.77 335,677,466.69 3,953,607,060.30
51.3% 16.0% 24.2% 8.5% 100.0%
9/30/2016 Share of Corporate
Capitalization Corp. Allocation Allocation
Montana-Dakota 1,366,017 58.9% 33.0%
Cascade 565,055 24.3% 13.6%
Intermountain 389,942 16.8% 9.4%
Total Utilities Group 2,321,014 100.0% C6.0%
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Exhibit II- Cascade Allocation Factors

Cascade Natural Gas Corportation
CY 2016 Allocation Factors

Cascade Natural Gas Corporation

Source: Customers Per Employee report

Cascade Natural Gas Corporation
Average No. of Employees

2016
Washington Oregon
District District

Mo-Yr Employees (1) Employees (1)
State Allocation Formulas % — -
2016 J:ﬁ:ﬂi 17 62
r Feb-16 175 66
Mar-16 180 B5
Washington Oregon Total N':g:}g }S? SE
Jun-16 182 64
Customers 74 68% B%  10000% ;u”g'j}g o a
Employess 729%% 2101% 100.00% Sep-16 190 73
Gross Plant 17.45% 22.55% 100.00% Qct-16 189 I
Mov-16 185 70
Dec-16 186 67
3-Factor Formula 75.04% 24.96% 100.00% 237 o7
Average of Monthly Averages 183 65 250
Percentage 72.99% 27.01% 100.00%
Rate Base Ratio 17.16% 22.84% 100.00% (1) Excludes Interstate emplayses
Cascade Natural Gas Corporation Cascade Natural Gas Corporation Cascade Natural Gas Corporation
Gross Plant Percentage Average Number of Customers Rate Base Ratio
2016 216 216
Average No. The fallowing percentages are used for allocating interest on dsbt:
Washington Oregon of Customers Percentage
Incl. CCNC Incl. CCNC Tota
Washington 207,869 T4 68% 2016
Avg. of Mo. Avg.s 617494 189 197,221 697 874,715,856 {Oragon 1043 5.30% Average Plant
Rate Base Formula
Total 278,343 100.00%]Washingian 066,545 413" T7.16%
Oregon 78,897 061" 280%
Percentage T745% 255% 100.00% b 442414 100.00%
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Exhibit III- MDUR Shared Services Pricing Methodology

MDU Resources Shared Services
Pricing Methodology - Effective for 2017

Note: MDU Resources’ use of Shared Services — MDU Resources costs for each shared services function is charged
based on the corporate allocation factor.

761 — Payroll Shared Services

Payroll Shared Services costs are invoiced based on the number of employees paid and stated as a cost per check. The
word check, for this purpose, generically refers to paper paychecks, direct deposits and pay card transactions.

Checks are charged on a tiered structure, intended to recognize the fixed or baseline effort associated with maintaining
a payroll cycle and associated reporting, regardless of number of people paid. Itis also intended to reward consolidation
of multiple pay groups and companies where possible and to align charges with the additional effort required to
maintain multiple pay groups and pay cycles.

The monthly volume for this step pricing is accumulated individually for each pay cycle processed.
Checks for weekly pay cycles, cost per check based on the number of checks written per month:
S 4.25 per check for the first 500 checks
$ 0.50 per check for the next 500 checks
S 0.25 per check for each additional check
Checks for non-weekly pay cycles, cost per check based on the number of checks written per month:
S 4.25 per check for the first 1500 checks
S 0.50 per check for the next 500 checks
S 0.25 per check for each additional check

Additionally, there will be a $4.65 charge for each tax payment and $250.00 charge for each quarterly tax filing and $2
charge for each W2

There is a $500 per month minimum charge for each operating company.

There is a premium charge of $50 per transaction for specific off cycle checks and back-pay calculations. Examples of
transactions included in the premium charge schedule are missing hours, refunded deductions, length of service awards
submitted too late for inclusion in a scheduled payroll process, and back pay calculation because an increase was
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submitted after the pay period that includes the effective date. Examples of transactions excluded from the premium
charge calculation are bonus payments, final paychecks, certified wage settlements, or any payment required as a result
of a Shared Service or system error.

762 —Procurement Shared Services:

Procurement Shared Services costs are invoiced based on five separate factors, all carrying an equal weight of 20%. The
factors are:

e Number of Visa Cards as of 8/1/16

e Total Visa Spend for 2015

e National Account Spend for 2015

e Number of Construction Equipment Acquisitions in 2015

e Number of Fleet Acquisitions in 2015

MDUR MDU WBIE KRC CSG CNG IGC Total
# VISA cards | 187 1,173 558 1,518 1,288 446 157 5,327
% of VISA
cards 3.51% 22.02% 10.47% 28.50% 24.18% 8.37% 2.95% 100%
VISA spend 1,581,487 | 7,131,765 3,873,021 | 12,438,266 | 8,886,906 2,634,527 | 1,280,514 | 37,826,486
% of Total
VISA spend 4.18% 18.86% 10.24% 32.88% 23.49% 6.96% 3.39% 100%
National
Account
Spend 1.891,207 | 17,506,783 | 8,234,912 | 95,811,922 | 28,575,267 | 7,336,137 | 4,365,242 | 163,721,470
% of
National
Account
Spend 1.16% 10.69% 5.03% 58.52% 17.45% 4.48% 2.67% 100%
MDUR MDU WBIE KRC CSG CNG 1IGC Total
#
Construction | 53 11 78 34 23 7 206
Equip
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Acquisitions

% of
Construction
Equip
Acquisitions

0.00%

25.73%

5.34%

37.86%

16.50%

11.17%

3.40%

100%

# Fleet
Acquisitions

70

27

189

146

33

31

496

% of Fleet
Acquisitions

0.00%

14.12%

5.44%

38.10%

29.44%

6.65%

6.25%

100%

Total
weighted
allocation
factor

1.77%

18.28%

7.31%

39.17%

22.21%

7.53%

3.73%

100.00%

766 —Time Entry Shared Services:

Service provided 100% to the MDU Utility Group.

Enterprise Technology Services (ETS):

There are several ETS departments, and each is billed out based on its own criteria. They are as follows:

Application Services (765) 100% of these costs are based on the corporate factor.

Customer Relations (965) — The enterprise costs associated with customer relations are invoiced based upon the

number of devices supported by customer relations. The metric used to determine device counts is devices that have

checked into active directory during a 60 day period in the summer of 2016.

MDUR MDU WBIE | KRC CSG CNG IGC Total
Device Counts 284 1,181 406 2,007 1,525 469 656 6,528
% of Device Counts | 4.35% 18.10% | 6.22% | 30.74% | 23.36% | 7.18% | 10.05% | 100%
Totals 4.35% 18.10% | 6.22% | 30.74% | 23.36% | 7.18% | 10.05% | 100%

Communications & Security (971)
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Enterprise charges for the communications group are invoiced using three weighted allocation factors. The factors are
as follows:

1. Wide Area Network/Local Area Network/Metropolitan Area Network- Number of business unit locations (40%)
2. Internet/Firewall Access — Number of user accounts (40%)
3. Security (20%)

The costs are invoiced based on the following percentages:

MDUR | MDU WBIE KRC CsG CNG IGC Total

WAN/LAN/MAN 3 55 131 203 59 18 13 482

% of Business Unit

Locations 0.62% 11.41% | 27.18% | 42.12% | 12.24% | 3.73% | 2.70% | 100%
Internet
Access/Firewall 284 1,181 406 2,007 1,525 469 656 6,528

% of User Accounts | 4.35% 18.10% | 6.22% | 30.74% | 23.36% | 7.18% | 10.05% | 100%

Voice 225 571 311 1,435 68 318 308 3,236
% of Handsets 6.95% 17.65% | 9.61% | 44.34% | 2.10% | 9.83% | 9.52% | 100%
Totals 3.38% 15.34% | 15.28% | 38.01% | 14.66% | 6.33% | 7.00% | 100.00%

Operations (972) — Enterprise charges for the operations group are invoiced using two separate factors. 95.9% of the
costs are based upon the number of servers that are supported for a particular business unit. These servers are then
broken out between full service servers and shared service servers. 4.1% of the costs are for costs specific to the AS/400
are invoiced upon the AS/400 allocation as agreed to by MDU and WBI.

The costs that are based upon the number of servers are based on the following percentages:
1. Full Service Servers- (61.49%)

2. Shared Service Servers — (38.51%)
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MDUR MDU WBIE | KRC CSG CNG IGC Total
Full Service Servers 305 152 35 103 31 0 0 626
% of Full Service
Servers 48.72% | 24.29% | 5.59% | 16.45% | 4.95% | 0.00% | 0.00% | 100%
Shared Service
Servers 18 97 39 52 73 34 79 392
% of Full Service
Servers 4.59% 24.75% | 9.95% | 13.27% | 18.62% | 8.67% | 20.15% | 100%
Totals 31.73% | 24.45% | 7.27% | 15.23% | 10.22% | 3.34% | 7.76% | 100%

Finance and Administration (982) —. Costs for the finance and administration group are invoiced based upon the

combined methodologies of the four previously identified ETS groups.

MDUR

MDU

WBIE

KRC

CsG

CNG

IGC

Total

% of Total Finance
& Administration

18.40%

17.93%

9.50%

26.05%

15.10%

5.34%

7.68%

100%
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Exhibit IV- Utility Operations Support Allocation Methodology

Utility Operations Support
Labor Distribution Allocation Methodology

Leadership Group:

¢ Includes Executive Vice Presidents & Directors
¢ Overseesall shared, utility specific functionsin the following areas:
o Customer Services
o Administrative Services
o Information Technology & Communications
o Engineeringand Operations Procedures
o Gas Supplyand Gas Control
¢ Allocation methodology:
o Equal portion allocated to each utility company, or brand
o For portion allocated to Montana-Dakota/Great Plains, if there is involvement with non-
utility work allocate 1% (including 0.25% for Great Plains) to non-utility based on
histarical estimates, with remainder allocated to gas and electric based on meter count.
o Far portion allocated to Montana-Dakota/Great Plains, if there is no involvement with

non-utility work, allocate between gas and electric based on meter count.

Customer Services:

¢  Director
o 35%to CNG, 30% to IGC, 35% Montana-Dakota/Great Plains *_ (1% to non-utility) and
remainder split between gas and electric meter count.
¢ Management team
o Supervisors: Frontline supervision for Customer Service Center
* 30% to CNG, 30% to IGC, 40% Montana-Dakota/Great Plains * (2% to non-utility)
and remainder allocated to gas and electric based on the estimate of time
required to supervise
o Manager: Customer service
» 30% CNG, 20%IGC, 30% Mantana-Dakota/Great Plains * (2% to non —utility)
and remainder allocated to gas and electric meter count.
o Credit
o Responsible for creditand collections for the Utility Group
o Allocation Methodology
*  Most agents only handle creditactivity for one brand, they charge all time to
that brand
*  For agents that handle multiple brands, time is charged based on how much

time is spenton each brand

! Based on estimated time using history
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For agents that only handle credit activity for Montana-Dakota,/Great Plains:
¢ Allocated to gas and electric based on meter count

For agents that handle creditfor Montana-Dakota/Great Plains and another
brand, the portion is allocated to each utility based on average time spentin
each utility with the Montana-Dakota,/Great Plains portion allocated to gas and
electric hased on meter count.

o Responsible for scheduling field work for employees performing work in the field far the
Litility Group

Responsible for emergencyresponse 247

Allocation Methodology:

Managementteam:

Manager 20% I1GC, 30% CNG, 50% Montana-Dakota,/Great Plains* allocated to
gas and electric based on meter count.
Team Leads 25%1GC, 25% CNG, 50% Montana-Dakota/Great Plains® allocated to
gas and electric based on meter count.
For employees that anly schedule one brand, charge time to that brand
For emplaoyeesthat schedule both IGC and CHG, splittime 50/50 based an
estimated time required
For employeeswhoschedule all brands, splitevenly
For employees that only schedule Montana-Dakota,/Great Plains:

¢ Allocated between gas and electric based on meter count
For employeesthat schedule creditfor Montana-Dakota/Great Plains and
another brand, the portion is allocated to each utility based on the shared
utility. The Montana-Dakota,/Great Plains allocation is based on the gas and
electric meter count.

Customer Service

o Responsible for handling all inbound calls during regular operating hours
o Allocation Methodology:

Teams leads and Customer Care Representatives (CCR's) when only responsible
forone brand, charge all that time to one brand
For employees covering multiple brands, estimates are routinely made for
allocations for the pay period
For employees responsible for Montana-Dakota/Great Plains:
¢ 3% (including 0.5%for Great Plains) is charged to non-utility for credit
activity associated with non-utility charges, based on best estimate of
time required

* Remainderisallocated between gas and electric based on meter count
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*  For employees responsible for Montana-Dakota/Great Plains and another
brand, the portion allocated to non-utility is reduced accordingly to 3%
(including 0.5% for Great Plains) of the total associated with Montana-
Dakota/Great Plains.

Customer Programs & Support

a

Responsible for inbound self-service, web help, customer programtransactions, and
analytical support for the Utility Group
Allocation Methodology:
Manager
" 30%IGC, 30% CNG, 40% Montana-Dakota/Great Plains (allocate to gas and
electric based on meter count)
¢+ Basedon additional time for Montana-Dakota,/Great Plains on social
media updates & Credit Dept. responsibilities
Supervisor, Team Lead, and Support Staff
*  Equal portion allocated to each brand
*  For portion allocated to Montana-Dakota/Great Plains, if there isinvolvement
with non-utility wark allocate 1% (including 0.25% for GPNG) ta non-utility,
based on historical estimates, with remainder allocated to gas and electric
based on meter count.
*  For portion allocated to Montana-Dakota/Great Plains, if there isno
involvementwith non-utility work, allocated to gas and electric based on meter
count.

Mote: Exceptions may be made on an individual basis fromthese guidelines

ja]

Employees may be assihned cpecial projects, and allocation methodology may be
changed accordingly.

Labor allocation may always be made on an actual time spent basis rather than these
guidelines.

Supervisors may alter these guidelines based on their individual scenario.
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