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Executive Summary

Minimum Required
Contribution
Maximum Deductible
Contribution

Carryover Balance
PreFunding Balance
Total

Target Normal Cost

Funding Target

Actuarial Value of Assets

Funding Target Attainment
Percentage

Market Value of Assets

Estimated Rate of Return on

Market Value of Assets

Active Participants

Terminated Vested Participants
Retirees and Beneficiaries
Total

Interest Discounting

Effective Interest Rate
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January 1, 2010 January 1, 2009

Contribution Range

$£3,403.455 $4,549271
(as of 1/1/2010) (as of 1/1/2009)
$85,596,456 $81,859.939

Credit Balances

$0 $0

$17.980 $0

$17.980 $0
Assets and Liabilities

$115,000 $3,726,852

$122,979,285 $102,099,924

$98,987,472 $91,356,136

80.47% 89.48%

(incl. rec. contribution) (incl. rec. contribution)

$93,420,736 $83,051,033

20.31% (26.31%)

Census Information

441 515

55 32

249 333

1,045 1,080

Assumptions

August 2009 October 2008

Segment Rates Full Yield Curve

6.65% 8.21%




Executive Summary

Changes in Plan Provisions Since Prior Valuation
Effective December 31, 2009, benefit accruals are frozen.

Changes in Actuarial Assumptions and Methods
The interest discounting assumption was changed from the Full Yield Curve rates (with an
October lookback period) to the PPA Segment Rates (with an August lookback period).

Summary of Other Significant Changes

We are not aware of the occurrence of any other significant event that would have a material
effect on this valuation.
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Executive Summary

Quarterly Contribution Requirement and Recommended
Contribution Schedule for 2010

The plan is subject to the quarterly contribution requirement for the 2010 plan year. In order to
avoid late interest penalties and potential notifications to the PBGC and participants, the
following schedule of contributions should be followed:

Due Date (On or Before) Contnibution
April 15, 2010 $769,823
July 15, 2010 $769,823
October 15, 2010 $769,823
January 15, 2011 $769,823
September 15, 2011 $504,377
Total $3,583,669

Estimated Quarterly Contribution Requirement for 2011

The plan will be subject to the quarterly contribution requirement for the 2011 plan year. Based
upon 2010 actuarial valuation results, the estimated quarterly contribution required for the 2011
plan year will be $855,359. A contribution in this amount must be made on or before April 15,
2011, July 15, 2011, October 15, 2011 and January 15, 2012. Once the 2011 actuanal valuation
is complete, we will communicate the final contribution requirements for the 2011 plan year.

Funding Policy Contribution

The plan sponsor’s funding policy is to contribute the amount to meet the minimum funding
requirements of Internal Revenue Code Sections 412 and 430. From time to time, and with
regard to their cash and tax position, the plan sponsor may contribute an amount above the
minimum required contribution.

Actuary’s Commentary

General Comments
This valuation assumes that the Plan Sponsor agrees to the use of the actuarial cost methods as
shown on page 30 of this report.

At-Risk Status

The plan is not at-risk for the 2010 plan year since the 2009 Funding Target Attainment
Percentage (FTAP) of 89.48% is greater than 75%. The plan will not be at risk in 2011 since the
2010 FTAP of 80.47% is greater than 80%.

Benefit Restrictions

The plan’s Adjusted Funding Target Attainment Percentage (AFTAP) 1s greater than 80%. No
benefit restrictions apply for the 2010 plan year.
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Next year, until the AFTAP for the 2011 plan year is certified, the presumed AFTAP will be
equal to the 2010 AFTAP until March 31, 2011. On April 1, 2011, if the 2011 AFTAP is still
not certified, the presumed AFTAP for 2011 becomes the 2010 AFTAP less 10%.

Prepared by New York Life Retirement Plan Services
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Actuarial Certification

This report presents the results of the actuarial valuation as of January 1, 2010 for the MDU
Resources Group, Inc. Pension Plan for Non-Bargaining Unit Employees. The purpose of this
report is to provide guidance to management with regard to the minimum required contribution
in accordance with ERISA and the maximum tax-deductible contribution as allowed by the

Internal Revenue Code.

This report is not an AFTAP certification, nor should it be relied upon for any other purpose
by any party other than the plan sponsor.

This valuation has been conducted in accordance with generally accepted actuanal principles and
practices. In preparing the results presented in this report, we have relied upon information
provided to us regarding plan provisions, plan participants and plan assets. We have reviewed
this information for overall reasonablcness, but we have not audited this information. The
accuracy of the results presented in this report is dependent upon the accuracy and completeness

of the underlying information.

The assumptions for interest and mortality are mandated by the Internal Revenue Service. All
other assumptions have been selected by New York Life Retirement Plan Services, with
concurrence of the plan sponsor, and are considered to be reasonable and within the “best-
estimate range” as described by the Actuarnal Standards of Practice.

The information contained in this rcport was prepared for the internal use of MDU Resources
Group, Inc. and its auditors in connection with our actuanal valuation of the MDU Resources
Group, Inc. Pension Plan for Non-Bargaining Unit Employees. It is neither intended nor
necessarily suitable for other purposes.

The Consulting Actuary is a member of the Socicty of Actuaries, member of the American
Academy of Actuaries and other professional actuanial organizations and meets their “General
Qualifications Standard for Prescribed Statements of Actuarial Opinion™ relating to pension

plans.

1, A At s 5//fZ2ﬁ,/o

Mark B. Magnus, ASA, MAAA, Enrolled Actuary Date
Enrolled Actuary No. 08-02866
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Plan Assets

I. Asset Valuation Method

IRC Section 430(g) provides that plan assets be valued at either their fair market value on the
valuation date or at the “average” value of assets on the valuation date. Under this average
value, the value of plan assets is set equal to the average of the fair market value of assets on the
valuation date and the adjusted fair market value of assets (including expected eamings)
determined for one or more earlier determination dates (up to a 2-year limit). The resulting
average value must be constrained so that it falls between 90 and 110 percent of the fair market
value of plan assets on the valuation date.

Contributions for a prior plan year that are made after the beginning of this plan year must be
adjusted for interest at the effective interest rate under Section 430(h)(2). This contribution
adjustment requirement is effective beginning for contributions for the 2008 plan year.
Contributions for the 2007 plan year made in 2008 are not adjusted for interest.

The Plan Assets for purposes of this Actuanal Valuation are valued under the asset averaging
method.

II. Contributions for Plan Year Beginning January 1, 2009

Date Amount
Apnl 21, 2009 1,242,291
July 15, 2009 804,881
October 15, 2009 1,242,291
January 13, 2010 1,023,586
September 15, 2010* 538,602
Total: $4,851,651
*Anticipated
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Plan Assets

II1. Market Value of Assets as of January 1, 2010

Fair Market Value

Cash $641,876

Wells Fargo Unitized Assets 90,119,292

MainStay Cash Reserves Fund I 835,283

MARKET VALUE (No Receivables) 91,596,451

Transfer Receivable 293,856

TOTAL 91,890,307

Discounted Receivable Contributions* 1,530,429
MARKET VALUE OF ASSETS

AS OF January 1, 2010 $93,420,736

*Contributions for the 2009 Plan Year that are made after December 31, 2009 are discounted
back to January 1, 2010 at the 2009 Effective Interest Rate of 8.21%
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Plan Assets

IV. Reconciliation of Market Value of Assets

1. Market Value of Assets as of January 1, 2009
2. Contributions Made Duning Calendar Year

3. Interplan Transfers

4. Investment Income

5. Benefit Payments

6. Expenses

7. Transfer Amount Receivable

8. Market Value of Assets as of December 31, 2009
(1+2+3+445+6+7)

Estimated Gross Rate of Return on Assets:

$76,847,642
8,347,434
1,399,498
15,669,351
(10,169,064)
(498,410)
293,356

$91,896,307

2031%

The estimated rate of return ts based on the time weighting of contributions, benefit

payments and expenses

Prepared by New York Life Retirement Plar Services
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Plan Assets

V. Actuarial Value of Assets
1. Market value of assets, January 1, 2010

2. Prior year gains/(losses):
(a) Asset gain/(loss) for year-2
(1) Initial asset gain/(loss)
(il) Weight
(iii) Unrecognized amount: (1)x(ii)
(b) Asset gain/(loss) for year-1
(1) Initial asset gain/(loss)
(ii) Weight

(111} Unrecognized amount: (1)x(ii)
3. Total amount unrecognized: sum of (2)(ii1)
4. Preliminary actuarial value: (1)-(3)

5. Market value corridor override

(a) Lower bound: 0.9 x(1)
(b) Upper bound: 1.1 x(1)
(c) Adjustment to corridor

6. Actuarial assets, January 1, 2010: (4)+(5)(c)
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$93,420,736

(36,726,243)
0.333
(12,242,081)

10,013,017
0.667
6,675,345
(5,566,736)
98,987,472
84,078,663
102,762,809

0

$98,987,472




Plan Assets

V1. Development of Asset Gain/(Loss)

1. Development of 2008 Gain/(Loss)

(a) Expected Return on Assets
{b) Market Value at January 1, 2008
(c) Benefit Payments and Expenses
(d) Expected Retum at 6.43% Interest
(1) Market Value

(ii) Benefit Payments

(iii) Contributions

(iv) Total
(e) Actual Return on Market Value
(£ (Gain)/Loss: (e)-(d)(iv)

2. Development of 2009 Gain/(Loss)

(a) Expected Return on Assets
(b) Market Value at January 1, 2009
(c) Benefit Payments and Expenses
(d) Expected Return at 6.69% Interest
(i) Market Value

(i) Benefit Payments

(iii) Contnbutions

(iv) Total
(e) Actual Return on Market Value
(f) (Gain)/Loss: (e)-(d)(iv)

Prepared by New York Life Retirement Plan Services

6.43%

$115,396,641

(8,959,209)
7,420,004
(283,551)
0

7,136,453

(29,589,790)

$36,726,243

6.69%

$81,699,395

(8,883,828)
5,465,690
(292,354)
98,850

5,272,186

15,285,203

($10,013,017)
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Credit Balances

With the enactment of the Pension Protection Act of 2006, credit balances were maintained;
however, they were bifurcated into the following two categories:

1. The credit balance, if any, as of the end of the 2007 plan year establishes the Carryover
Balance; and

2. Contributions made on or after the 2008 plan year in excess of minimum funding
requirernents will be credited to the Prefunding Balance.

Maintaining credit balances is elective. Plan sponsors may “watve™ some or all of the Carryover
Balance or Prefunding Balance in order to avoid asset reductions for purposes of determining:

whether the plan is “at-risk”,

the Funding Target Attainment Percentage,
the Shortfall Amortization Base, and
whether benefit restrictions apply

B

If the credit balances are to be waived, the Carryover Balance must be waived first prior to any
waiver of the Prefunding Balance.

After 2007, interest on the Carryover and Prefunding Balance will be credited at the rate
determined on the actual return on the market value of plan assets.

Credit balances may be used toward the current year’s minimum funding requirement only if, for
the prior year, the Actuanal Value of Assets less the Prefunding Balance is greater than 80% of
the “not-at-risk” Funding Target. If the Credit Balances are going to be used as an offset to the
Mimmum Funding Requirement, the Carryover Balance must be used first prior to the use of the

Prefunding Balance.
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Credit Balances

Detailed below 18 the development of the Credit Balances as of the beginning of the 2010 plan

year:
1. Funding Standard Carryover Balance (FSCB)
(a) FSCB as of 01/01/2009 50
(b) Waived FSCB 0
(c) FSCB after waivers: (a) — (b) 0
(d) FSCB applied to minimum required contribution 0
{e) Remaining FSCB as of 01/01/2009: (c) — (d) 0
() Rate of Return on Plan Assets During Plan Year 2009 20.31%
(®) FSCB as of 01/01/2010 (e)(1 + f) 0
2. Prefunding Balance (PFB)

(a) PFB as of 01/01/20069 0
(b) Waived PFB balance 0
(c) PFB after waivers: (a)-(b) 0
(d) PFB applied to minimum required contributions 0

(e) Excess contributions (Excess)
(1) Employer contributions discounted to BOY 4,565,887
(1) Preliminary minimum required contribution (MRC) 4,549,271
(iii) Credit balances applied to MRC 0
(1v) Excess: (1)-(if)+(iit), min zero 16,616
(v) Excess above MRC: (1)-(ii), min zero 16,616
(vi) Excess due to use of credit balances: (1iv)-(v) 0
(f) Effective rate 8.21%
(g) Rate of Return on Plan Assets During Plan Year 2009 20.31%
(h) Interest Calculation: (e)(v) x (f) + [(c)-(d) + (e){vi)] x (g) 1,364
() PFB at 01/01/2010: (c)-(d)+(e)(iv)+(h} 517,980

Prepared by New York Life Retirement Plan Services Page 8
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Credit Balances

The following chart details what, if any, portion of the Credit Balances will be waived for 2010:

Prepared by New York Life Retirement Plan Services

1. Waived credit balance(s) to avoid benefit restrictions
(a) Adjusted Funding Target Attainment Percentage
(AFTAP) before waivers
1)) Actuarial assets $98,987,472
(i1) Funding Standard Carryover Balance (FSCB) 0
(i)  Prefunding Balance (PFB) 17,980
(iv)  Not-at-risk funding liability 122,979,285
(v) Non-HCE annuity purchases in last 2 years 0
(vi)  Preliminary AFTAP:
((D)-()-(u)+()Y(Ev)+HV)) 80.47%
(vil) Funded Ratio: (1)/(iv) 80.49%
(b) Transition percentage 96.00%
(c) Credit balance(s) waived to avoid benefit
restrictions, if possible 0
(@) AFTAP after benefit restriction waivers
(1) FSCB after benefit restriction waivers 0
(i)  PFB afier benefit restriction waivers 17,980
(i)  AFTAP after benefit restriction waivers:
if (@)(vii)>=(b), (@) Ha)W)H(2)v)+Ha)(v)),
else ((a)(i)-()-(irHRWH(@)V)+Ha)v)) 80.47%
2. Waived credit balance(s) to avoid At-Risk status
{(a) Not-at-Risk Funding Target Attainment Percentage
{NAR FTAP) before waivers to avoid At-Risk status:
((M@O-WDEO- DN (1)) 80.47%
(b) At-Risk Funding Target Attainment Percentage
(AR FTAP) before waivers to avoid At-Risk status
6] At-risk funding liability 142,216,035
(11)  Preliminary AR FTAP:
(DE)D-ANDD)-(1)(d)))/() 69.59%
(c} Funding Target Benefit percentage for following year 80.00%
(d)  At-Risk in following year?
Yes if (a)<(c), (b)(i1)<70%, and >500 participants No
(e) Credit balance(s) waived to avoid At-Risk
status, if possible 0
® FTAPs after waivers
(¥ FSCB after waivers 0
(ii)  PFB after waivers 17,980
(iii) NAR FTAP: ((1)(a)(1)-(1)-(1)))/(1)(a)(iv) 80.47%
(iv) AR FTAP: ((1){(a)()-(i)-(1D))/(b){1) 69.59%
Pape 0



Credit Balances

(a)
(b)
(c)
(d)
(e)

(a)
(b)
(c)
(d)
(e)

()
(®)
(h)

3. Funding Standard Carryover Balance

FSCB at January 1, 2010

Waived FSCB balance

FSCB after waivers: (a)-(b)

FSCB applied to MRC or quarterly contributions
FSCB at December 31, 2010 before

investment return: (c)-(d)

4. Prefunding Balance

PFB at January 1, 2010

Waived PFB balance

PFB after waivers: (a)-(b)

PFB applied to MRC

Excess contributions {(Excess)

(i) Employer contributions discounted to BOY
{11) Preliminary (MRC)

(111) Credit balances applied to MRC

(iv) Excess: (1)-(i1)+(11i), min zero

(v) Excess above MRC: (i)-(11), min zero

(vi) Excess due to use of credit balances: (iv)-(v)
Effective rate

Interest on excess contributions: (e} (v) x (f)
PFB at December 31, 2010 before

investment return; (c)-(d)+(e)(1v)+{g)

o000

<

17,980

0
17,980
17,980

3,403,455
3,421,435
17,980

0

0

0

6.65%

0

50

Prepared by New York Life Retirement Plan Services

Page 10 \LO



Funding Target

In accordance with Section 430(d) of the Internal Revenue Code, the Funding Target is the
present value of all benefits accrued or earned under the plan as of the beginning of the plan
year.

The Funding Target for plans that are “not-at-risk™ is determined based on the following:

e Interest discounting is mandated through use of a segmented yield curve based on high-
quality (AAA,AA,A) corporate bond yields. The three segments include benefits
expected to be paid over the next 5 years, between years 5 and 20 and after year 20. The
segmented yield curve 1s based on a 24-month unweighted average and there is an
optional 3-year phase-in from the prior discounting basis beginning in 2008. There is
also an optional lookback period up to 4 months prior to the beginning of the plan year.
Altermatively, plan sponsors may elect to use the full yield curve in lieu of the segmented
rates. The full yield curve, however, represents the rates for one month as opposed to the
24-month average.

e The mortality assumption is mandated by the IRS. The table is based upon the RP-2000
Mortality Table with separate tables for annuitant and non-annuitant mortality. Plan
sponsors may use either the table with static projections or a table with generational
projections. The static projection table projects non-annuitant mortality rates (i.e., prior
to benefit commencement) 15 years beyond the valuation year and annuitant mortality
rates (i.e. after benefit commencement) 7 years beyond the valuation year. The
generational projection table projects mortality rates (annumitant and non-annuitant) to all
future years. All projections are performed using Scale AA.

Assumed utilization of lump sums, if applicable, is reflected.
All other assumptions that are individually reascnable and, in combination, offer the
enrolled actuary’s best estimate of anticipated expenence.

A plan is considered to be “at-nsk” for the current plan year if it meets all of the following
requirements:

The Funding Target Attainment Percentage for the prior plan year is less than 80%
As of the prior plan year, the Actuarial Value of Assets less any Credit Balances is less
than 70% of the “at-risk™ Funding Target

e Total participants in all defined benefit plans sponsored by the employer (or any member
of the employer’s controlled group) 1s greater than 500.

" The 80% threshold is phased-in over 4 years. For plan years beginning in 2008, 2009 and 2010, 80% is replaced
by 65%, 70% and 75%, respectively. In accordance with IRS Proposed Regulation §1.436-1, Current Liability for
the 2007 plan year replaces Funding Target to determine the Funding Target Attainment Percentage for the 2007
lan year.
" Determined without regard to the expense load

Prepared by New York Life Retirement Plan Services Page 11



Funding Target

The Funding Target for a plan that is “at-risk” is determined using the following additional
mandated assumptions:

¢ Participants who will be eligible to elect benefits in the next 10 years will assume to do
so at their earliest eligibility date

e Participants are assumed to elect the most-valuable form of benefit
If a plan has been in “at-risk™ status for at Jeast 2 of the 4 preceding plan years, a loading
factor is added equal to $700 per participant plus 4% of the “not-at-risk”” Funding Target

s Inno event shall the *at-risk” Funding Target be less than the “not-at-risk” Funding
Target
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Funding Target

Development of Funding Target

Page 13

1. More than 500 participants in controlled group in prior year? Yes
2. Prior year funding target attainment percentage
(a) Not-at-risk liability 89.5%
(b) At-risk liability 76.3%
3. Funding target benchmark percentage 75.0%
4. At-risk status
(a) Current year: If (1) and
(2)(a)<(3) and (2)(b)<70% No
(b)  Year-l No
(c) Year-2 No
(d) Year-3 No
(e) Year-4 No
(H) At-risk current year and 2 of preceding
4 years? (If yes, loads apply) No
5. Not-at-risk funding liability
(a) Funding lability
(i) Retirees and benef. receiving payments 73,214,311
(i1) Terminated vested participants 2,112,116
(ii1) Active participants, vested lability 46,029,943
(iv) Active participants, total liability 47,652,858
(v) Total hability: (1)+(ii)+(iv) 122,979,285
{b) Normal cost before adjustments 0
(c) Expenses included in Normal Cost 115,000
(d) Normal cost: (b)+(c) 115,000
Prepared by New York Life Retirement Plan Services




Funding Target

6. At-risk funding liability
(a) At-risk funding lhability

(i) Retirees and benef. receiving payments 73,214,311
(1) Terminated vested participants 2,571,091
(iti) Active participants, vested liability 62,638,375
(iv) Active participants, total liability 66,430,633
(v) Total hability: {i)+(ii)+(iv) 142,216,035
(b) Number of plan participants 1,045
(c) Per-participant load: $700 x (b) N/A
(d) Liability load: 4% of (5)(a)}(v) N/A
(e)  Atnsk funding target:
{a)(v)}+(c)+(d), not less than (5)(a)(v) 142,216,035
6] Preliminary at-risk normal cost
(adj. for expenses) 115,000
(2)  Normal cost load: 4% of (5)(b) N/A
(h)  At-nsk normal cost:
(B)+(g), not less than (5)(d) 115,000
1. Funding target
(a) Number of consecutive years at-risk (max 5) 0
(b) Transition percentage: 20% x (a) 0.0%
(c) Funding target: (5){(a)(v)+H{(b)x((6)(e)}-(5)(a)(v))] 122,979,285
(d) Target normal cost:
(YA HB)x((6)(h)-(5)(d)] $115,000

Prepared by New York Life Retirement Plan Services
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Development of Shortfall Amertization Charge

In accordance with Section 430(c) of the Internal Revenue Code, the Shortfall Amortization
Charge for any plan year is the aggregate total (not less than zero) of the shortfall amortization
installments for such plan year with respect to the shortfall amortization bases for the current

plan year and 6 preceding plan years.

In the initial year of application of PPA, the Shortfall Amortization Base is equal to the initial
Funding Shortfall. In subsequent years, a Shortfall Amortization Base is created equal to that
year’s Funding Shortfall less the present value of remaining Shortfall Amortization Installments.

If the Actuarial Value of Assets reduced by the Prefunding Balance 1s greater than or equal to the
Funding Target for a plan year, the plan is exempt from establishing a Shortfall Amortization

Base.

The Worker, Retiree and Employer Recover Act of 2008 provided transition relief for certain
eligible plans  with regard to establishing a Shortfall Amortization Charge. For these plans, only
the amount by which the assets (as reduced by the Credit Balance) are less than 92% of the
Funding Target need be established as a Shortfall Amortization Base in 2008. This percentage
increases to 94% in 2009, to 96% in 2010 and is then 100% in 2011 and beyond.

In any year in which the Funding Shortfall is zero, all Shortfall Amortization Bases are
considered fully amortized.

* To be eligible for this transition relief, the plan must have been exempt from the Additional Funding Charge rules
in the 2007 plan year.
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Development of Shortfall Amortization Charge

1. 1st segment rate 5.03%
2nd segment rate 6.73%
2. Funding target $122,979,285
3. Adjusted plan assets
(a)  Actuarial assets 68,987,472
(b) Funding Standard Carryover Balance 0
(c) Prefunding Balance (PFB) 17,980
(d) Adjusted assets: (a)-(b)-(c), not less than 0 98,969,492
4. Funding shortfall: (2)-(3)(d), not less than 0 24,009,793
5. Current shortfall amortization installments
(a)  Annual installments
(1) Year -1 base (¢ years remaining) 822,419
(1))  Year -2 base (5 years remaining) 0
(1i1)  Year -3 base (4 years remaining) 0
(iv)  Year -4 base (3 years remaining) 0
(v)  Year -5 base (2 years remaining) 0
(vi)  Year -6 base (I years remaining) 0
(b)  Total annual installments 822,419
(¢}  Present value of annual installments
1 Year -1 base (6 years remaining) 4,330,473
(1)  Year -2 base (5 years remaining) 0
(ii1)  Year -3 base (4 years remaining) 0
(iv)  Year -4 base (3 years remaining) 0
) Year -5 base (2 years remaining) 0
(vi)  Year -6 base (1 years remaining) 0
(d) Total present value of annual installments 4,330,473
6. Exemption from new shortfall amortization base
(a) Target liability percentage 96.00%
(b) Shortfall funding target: (2)x(a) 118,060,114
(©) Prefunding Balance if used to reduce the
Minimum Required Contribution, else 0 17,980
(d)  Exempt?: [(3)(a)-(c)]>=(b) No
Prepared by New York Life Retirement Plan Services Page 16

D

M



Development of Shortfall Amortization Charge

Prepared by New York Life Retirement Plan Services

7. Shortfall amortization base
(a) Adjusted funding shortfall:
(6)(b)-(3)(d), not less than 0 19,090,622
(b) New current year base:
(a)-(5)X(d), or O if exernpt 14,760,149
(c) New 7-year installment amount 2,484,016
8. Shortfall amortization charge:
(5)}(b)+(7)(c), not less than 0 $3,306,435
Page 17
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Minimum Required Contribution

If the Actuarial Value of Assets reduced by the Credit Balances is less than the Funding Target,
then the Minimum Required Contribution for such plan year shall be the sum of the Target
Normat Cost and the Shortfall Amortization Charge.

If the Actuarial Value of Assets reduced by the Credit Balances is greater than the Funding
Target for a year, then the Minimum Required Contribution for such plan year shall be the
Target Normal Cost less the excess of adjusted assets over the Funding Target, but not less than
$0.

Quarterly contributions are required if the Funding Shortfall was greater than $0 on the prior
valuation date. If applicable, the quarterly contribution is due on or before the 15™ day following
the end of each quarter. If the quarterly contribution is not made on time, late interest is charged
at the Effective Interest Rate plus 5%. If applicable, the quarterly contribution amount is 25% of
the lesser of 90% of the current year’s minimum required contribution or 100% of the prior
year’s minimum required contribution.

Contributions can be made up to 82 months after the end of the plan year for such plan year. All
contributions will be discounted back to the valuation date with interest at the Effective Interest
Rate, including contributions made after the end of the plan year, to determine whether the
Minimum Required Contribution has been satisfied.

If the plan sponsor fails to pay the minimum required contribution by 8% months after the end of
the plan year, the plan sponsor will be required to pay a 10% excise tax under IRC Section 4971
on the amount any unpaid minimum required contributions. This tax can increase to 100% if the
unpaid minimum required contribution is not corrected in subsequent plan years.

Prepared by New York Life Retirement Plan Services Page 18
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Minimum Required Contribution

Summary of Minimum Required Contribution:

1. Effective interest rate 6.65%
2. Target normal cost $115,000
3. Shortfall amortization charge 3,306,435
4. Credit for excess assets
(2) Adjusted Assets 98,969,492
(b) Funding Target 122,979,285
(c)  Excess assets: (a)-(b), not less than 0 0
5. Preliminary minimum required contribution (MRC):
(2)+(3)-(4)(c), not less than 0 3,421,435
6. Credit balances
(a) Eligible to apply against MRC?: Yes if prior
year funded ratio >= 80% Yes
(b)  Funding Standard Carryover Balance (FSCB) 0
(¢)  Elected to apply FSCB against MRC? Yes
(d) Prefunding Balance (PFB) 17,980
{e) Elected to apply PFB against MRC? Yes
43 Balances ehigible to apply against MRC:
(b)+(d) if ehigible and elected 17,980
7. MRUC adjusted for credit balances:
(5)-(6)(£), not less than 0 3,403,455
3. Required quarterly contributions
(a) Quarterlies required?: Yes if prior year
funding shortfall Yes
(b)  Prior year minimum required contribution 4,549,271
{c) Current year MRC: (5) 3,421,435
(d) Required annual payment:
lesser of (b) and 90% of (c), if applicable 3,079,292
(e) Required installment: 25% of (d) $£769,823
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Schedule of Contributions

The plan’s “Effective Interest Rate™ for any particular plan year is the single rate that, if used to
discount the plan’s expected benefit payments, would produce the same Funding Target that the
Segment Rates produce. The Effective Interest Rate is the rate at which interest is charged on
contributions until the date they are actually made.

The Effective Interest Rate for the 2010 Plan Year is: 6.65%
The Minimum Required Contribution as of January 1, 2010 is: $3,403,455
The Plan is subject to the quarterly contnbution requirement for the 2010 plan year. The
following table provides the contribution schedule that meets the quarterly installment

requirements, if applicable, as well as satisfies the Minimum Required Contribution requirement
when discounted back to January 1, 2010 at the 2010 Effective Interest Rate:

Date Contribution

April 15,2010 $769,823
July 15, 2010 $769,823
Qctober 15, 2010 $769,823
January 15, 2011 $769,823
September 15, 2011 $504,377
Total 33,583,669

Preliminary Contribution Schedule for the 2011 Plan Year

Since there is a Funding Shortfall in 2010, the Plan will be subject to the quarterly contribution
requirement for the 2011 plan year. The amount of the 2011 quarterly installments will be no
greater than $855,359 and each will be due on or before April 15, 2011, July 15, 2011, October
15, 2011 and Janunary 15, 2012.
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Maximum Deductible Contribution Limit

Contributions to a qualified pension plan may be deducted for tax purposes, subject to limitations
contained in Section 404(a) of the IRC. If the plan sponsor’'s taxable year and plan year coincide,
the limit for a taxable year is the maximum amount for the coinciding plan year. Otherwise, the
limit for the taxable year is the maxirmum amount with respect to either the plan year that
commences or the plan year that ends in the taxable year (or a weighted average of the respective
maximum amounts). Once the method for matching plan years to taxable years is established, it
may not be changed without prior approval from the IRS.

For a contribution to be deductible in a particular taxable year, the contribution must be made
during the taxable year or not later than the time for filing a tax retum, which is the 15th day of
the third month following the end of the taxable year. A later contribution may be deductible if
the IRS has granted an approval to extend the deadline for filing the tax return.

Any contribution in excess of the tax-deductible limit for a taxable year may not be deducted in
that year, even though the sponsor may have taken deductions in previous years that were less
than the applicable tax-deductible limits. Contributions in excess of the tax-deductible limit may
be deducted in succeeding taxable years, but may be subject to a 10% excise tax under Section
4972 of the IRC. The amount (if any) of the excess that may be deducted in a later year may not
exceed the tax-deductible limit for that year minus the amount contributed in such later year.

For purposes of this report, the following assumptions have been made:

o The tax year begins January I, 2010 and ends on December 31, 2010; and
¢ Historically, the deductible limit has been established based upon the plan year beginning

in this tax year.

Since the tax-deductible contribution is dependent upon the relationship between the taxable
year and the plan year and previous tax deductions, we recommend that you consult with your
tax advisor with respect to the tax treatment of contributions to the plan.

In accordance with IRC Sections 404(a) and 404(0), the maximum deductible contribution for a
limitation year shall be the greatest of:

a) Target Normal Cost plus 150% of the Funding Target” less the Actuarial Value of Plan

Assets

b) Minimum Required Contribution

c)} If a plan is not “at-risk”, the Target Normal Cost and Funding Target (both determined as
if the plan were “at-risk™) less the Actuarial Value of Plan Assets.

* The Funding Target for this purpose is determined including compensation increases after the current plan year (if
the plan is pay-related} or including schedule benefit increases
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Maximum Deductible Contribution Limit

Summary of Maximum Tax Deductible Contribution

1. Funding target $122,979,285
2. Target normal cost 115,000
3. Cushion amount
(a)  50% of funding target: 50% of (1) 61,489,643
®) Expected benefit increases
(1) Not-at-risk maximum liability 122,979,285
(ii)  At-risk maximum liability 142,216,035
(i)  Per-participant load N/A
(iv)  Liability load: 4% of (i) N/A
(v) At-risk target:
(i1)+(iit)+(iv), not less than (1) 142,216,035
(vi)  Transition percentage 0.00%
(vii)) Maximum funding target:
OHvix{(v)-(1)] 122,979,285
(© Cushion amount: (a)+(b){vii)-(1) 61,489,643
4. Actuarial value of assets 08,987,472
5. Preliminary limit:
(D+(2)+(3)(c)-(4), not less than O 85,596,456
6. Maximum if not at-risk
(a) At-risk funding liability 142,216,035
(b) At-risk normal cost (incl. expenses) 115,000
{¢)  Maximum if not at-risk:
(a)+(b)-(4), not less than 0 43,343,563
7. Minimum required contribution 3,583,669
8. Maximum tax deductible contribution:
max of (5),(6) and (7) $85,596,456

Prepared by New York Life Retirement Plan Services
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PBGC Premiums

ERISA established the Pension Benefit Guaranty Corporation (PBGC), under the jurisdiction of
the Department of Labor, to gnarantee most vested retirement benefits and certain disability and
SUrvivor pensions.

PBGC guarantees are limited. For example, the PBGC does not guarantee benefits that had not
vested prior to the plan termination or benefits for which all age, service, or other requirements
had not been met at the time the plan terminates. Further, benefit increases and new benefits that
have been in place for less than a year are not guaranteed, and those that have been in place for
less than 5 years are only partly guaranteed. The maximum guaranteed benefit under a plan
terminating in 2010 payable as a single life annuity at age 65, is 34,500 per month. Lower
guarantees apply if benefits begin before age 65 or if survivor benefits are payable. Benefits
other than pension benefits, such as health insurance, life insurance, death benefits, vacation pay,
or severance pay are not guaranteed, and the PBGC does not pay lump sums exceeding $5,000
(even if available under the plan prior to termination).

Plans covered by the PBGC insurance program must file an annual premium filing each year
with the PBGC via their online myPAA system within 9-1/2 months after the beginning of the
plan year. Plans covering more than 500 participants must also file an Estimated Premium Filing
through myPAA by the end of the second month of the plan year. All plans must pay a basic
premium of $35 times the number of participants as of the end of the previous plan year, and
plans with unfunded vested benefits must also pay an additional risk-related premium to the
PBGC.

Development of PBGC Premium for 2010:

1. Flat-rate premium
(a) National Average Wage (NAW), 2 years prior $41,334.97
(b) Flat-rate: $30 x (a)/$35,648.55 (2004 NAW), rounded 35
(c) Participant count (excludes 3 Alternate Payees) 1,042
(d)  Flat-rate premium: (b)x(c) $36,470
2. Variable-rate premium
(®) PBGC funding target
(D Not-at-risk PBGC liability 122,759,203
(i)  At-risk PBGC liability 141,942,701
(1))  Per-participant load N/A
(iv)  Liabihty load: 4% x (i) N/A
(v)  Atnisk PBGC target:
(i1)+(iii)+(1v), not less than (i) 141,942,701
(vi)  Transition percentage 0.00%
(vit) PBGC funding target: (i)+[(vi)x({(v)-(1))] 122,759,203
(b)  Market value of plan assets 93,420,736
(c) Unfunded vested benefits: (a)(vii)-(b),
min zero, rounded up to $1,000 29,339,000
(d)  Variable-rate premium:
0.009x(c), or zero if exempt 264,051
3. PBGC Premium: (1)(d)+(2)(d) $300,521
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ASC 960 Information (previously known as FAS 35)

Transfers based on Accrual Method

The mformation in this exhibit is intended to satisfy the requirements under Accounting
Standards Codification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,
information for ASC 715 1s presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial
Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or

benefit service were assumed.

1. Actuarial present value of accrued plan benefits
(a) Actuarial present value of vested benefits
(i) Participants currently receiving benefits | $64,589,966
(i1)  Participants entitled to deferred benefits 1,683,593
(iii)  Other participants 37,898,841
(iv)  Total 104,172,400
(b)  Actuarial present value of nonvested benefits 164,069
(c) Actuanal present value of accrued plan
benefits: (a)(iv)+(b) 104,336,469
2. Market value of assets (includes receivables) 03,452,495
3. Unfunded PVAB (Surplus assets): (1){c)-(2) 10,883,974
4. Funded percentage: (2)/{1)(c) 89.57%
5. Changes in present value
(a) PVAB as of January 1, 2009 101,228,133
(b) Changes due to:
(1) Decrease in discount period at 8.00% 7,651,453
(1)  Benefits paid (10,169,064)
(in)  Assumption changes 0
(iv)  Plan amendments 0
(v}  Additional benefits earned, including
experience gains and losses 5,284,231
(vi)  Amount Transferred 341,716 .
(vii) Total change 3,108,336
(c) PVAB as of January 1, 2010: (a)+(b)(vi) $104,336,469
Prepared by New York Life Retirement Plan Services Page 25
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ASC 960 Information (previously known as FAS 35)

Transfers based on Cash Method

The information in this exhibit is intended to satisfy the requirements under Accounting
Standards Codification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,
information for ASC 715 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial
Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or
benefit service were assumed.

i Actuarial present value of accrued plan benefits
(a) Actuarial present value of vested benefits
(i) Participants currently receiving benefits | $64,589,966
(1))  Participants entitled to deferred benefits 1,683,593
(i1i)  Other participants 37,604,985
(iv)  Total 103,878,544
(b)  Actuanal present value of nonvested benefits 164,069
(c) Actuarial present value of accrued plan
benefits: (a)(iv)+(b) 104,042,613
2. Market value of assets (includes receivables}) 93,158,639
3. Unfunded PVAB (Surplus assets): {1)(c)-(2) 10,883,974
4, Funded percentage: (2)/(1)(c) 89.54%
5. Changes in present value
(@) PVAB as of January 1, 2009 99,876,495
{b)  Changes due to:
(1) Decrease in discount period at 8.0% 7,651,453
(i)  Benefits paid (10,169,064)
(111)  Assumption changes 0
(1v)  Plan amendments 0
(v}  Additional benefits earned, including
experience gains and losses 5,284,231
(vi)  Amount transferred 1,399,498
(vii) Total change 4,166,118
(c) PVAB as of January 1, 2010: (a)+(b)(vi) $104,042.613
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Participant Data

January 1, 2010 January 1, 2009
Active Participants
Number 441 515
Average age 48.72 48.36
Average past service 19.79 19.24
Average future service 12.79 13.09
Covered payroll:
- Total N/A $39,014,551
- Average N/A $75,756
Terminated Vested
Participants
Number 35 32
Average age 47.07 45.44
Annual benefits:
- Total $374,411 $220,931
- Average $6,807 $6,904
Retirees and
Beneficiaries
Number 549 533
Average age 74.29 74.45
Annual benefits:
- Total $7,749,022 $7,196,126
- Average $14,115 $13,501
Total Participant

1,045 1,080

Count
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Participant Data

Reconciliation of Participant Data:

Active | Terminated | Retirees and Total
Vested | Beneficiaries
As of Janunary 1, 2009 515 32 533 1,080
New Hires 0 0 0 0
Rehires 0 0 0 0
Nonvested termination (3) 0 0 (3)
Vested termination (23) 23 0 0
Lump sum cashout 20) (3) 0 (23)
Retirement (32) (1) 33 0
Disability 0 0 0 0
Deceased 0 0 (20) (20)
New beneficiaries 0 0 6 6
Transfers In 4 0 0 4
Transfers Qut 0 0 0 0
Miscellaneous 0 4 (3) 1
As of January 1, 2010* 441 55 549 1,045
*Includes 3 Alternate Payees under Qualified Domestic Relations Orders
Distribution of Inactive Benefits Inferce:
Retired, Survivor, and Disabled Vested
Attained Avg. Avg.
Age No. Annuities No. | Annuities
Under 30 0 $0 1 $3,771
30to 34 0 0 5 3,844
35t039 1 3,963 6 5,175
40 to 44 0 0 6 6,420
45 to 49 0 0 9 4,245
50to 54 4 8,181 | 14 7,716
55t0 59 13 16,951 8 12,508
60 to 64 88 22,914 0 0
65 to 69 92 17,475 1 16,033
70 to 74 82 12,287 0 0
75t079 94 13,220 0 0
80 to 84 102 10,260 0 0
85to 89 53 8,460 1 4,148
90 to 94 15 6,542 0 0
95 &up 5 4,935 0 0
Total 549 $14,115} 55 36,807
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Active Participant Data

Under | 1to | Sto | 10to | 15to | 20tc | 25t0o | 30to | 35t0 | 40 &
1 4 9 14 19 24 29 34 39 up Total
Attained
Age No. No. | No. | No. No. No. No. No. No. No. | No.
Under 25
251029 4 6 10
30t0 34 10 23 4 37
35t0 39 4 17 15 1 37
40 to 44 3 13 9 13 2 40
45t0 49 3 17 9 21 9 34 03
50 to 54 2 13 10 6 12 30 33 106
55to 59 9 4 4 4 15 28 17 81
60 to 64 4 3 6 5 10 6 34
65 to 69 1 1 2
70 & up 1 1
Total 261 104 51 48 27 86 66 27 6| 441
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Actuarial Cost Method

Funding Target / Target Normal Cost

An Actuarial Cost Method is an allocation of the expected cost of a pension plan on a year-by-
year basis. The primary objective of an Actuarial Cost Method is to accumulate enough assets
prior to each participant's retirement to provide the promised pension benefits.

The Pension Protection Act of 2006 (PPA) mandates the use of the Traditional Unit Credit
Actuarial Cost Method. Under this method, the accrued benefit is estimated based upon service
and, if applicable, eamings as of the valuation date. The Funding Target is equal to the actuarial
present value of all accrued benefits as of the valuation date. The Target Normal Cost is the
actuarial present value, as of the valuation date, of the expected increases in projected accrued
benefit attributable to service expected to be completed during the plan year (i.e., if applicable,
one year’s salary growth is reflected in the determination of Target Normal Cost).

For tax deduction purposes, the Funding Target may reflect the value of future pay increases on
accrued benefits, if applicable.

PPA Discounting Method

The plan sponsor is responsible for making the following decisions with regard to the
discounting method:

o Full yield-curve spot rates or a segmented yield-curve of a 24-month average rates of
corporate bond rates

e [fthe segmented yield curve is used, the rates as of the month of the valuation may be
used or as of a lookback month up to 4 months prior to the valuation date (the full yield
curve must use the rates as of the month of the valuation starting in 2010)

For purposes of this valuation, the following discounting method was used and is assumed to be
approved by the plan sponsor:

o Segment Rates (Changed from Full Yield Curve used last year)
e Rates through the month of August preceding the valuation date (Changed from October
used last year)

Asset Valuation Method

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging
method, including, if applicable, discounted receivable contributions. The value of plan assets is
set equal to the average of the fair market value of assets on the valuation date and the adjusted
fair market value of assets (including expected earnings) determined for the two earlier annual
determination dates. Expected earnings are calculated using the third segment rate of the
segmented yield-curve in effect at the beginning of each valuation year. The resulting average
value must be constrained so that it falls between 90 and 110 percent of the fair market value of
assets on the valuation date.

Changes

The interest rate methodology change (from the October Full Yield Curve to August Segments)
is subject to automatic approval based on guidance issued by the IRS.
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Actuarial Assumptions
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Actuarial Assumptions

Actuarial assumptions are estimates of the occurrence of future events affecting the costs of the
plan. The assumptions have been chosen to anticipate the long-term experience of the plan. The
enrolled actuary will certify the reasonableness of these assumptions, as required

by ERISA.

The actuarial assumptions used to compute this year's plan costs are as follows:

Economic Assumptions

PPA Segment Rates Funding Target PBGC
- Segment 1: Up to Year 5 5.03% 5.03%
- Segment 2: Years 5-20 6.73% 6.73%
- Segment 3: Years 20+ 6.82% 6.82%
ASC 960 Assumed Investment Return 8.00%
Annual rates of increase:

- Salaries N/A

- Future Social Security wage bases N/A

- Statutory limits on compensation and benefits N/A
Demographic Assumptions

Mortality:

- Funding Target / PBGC IRS 2010 Static Mortality Table

- ASC 960 1994 Group Annuity Mortality Table
Terminations: Rates vary by age and sex. Illustrative

annual rates of withdrawatl are as follows:

Apge

Male Female

25
40
55

Disability: None
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Actuarial Assumptions

Assumed Retirement Age (Actives):

Assumed Retirement Age (Vested Terms):
Benefit Commencement date:

Preretirement Death Benefit:

Deferred Vested Benefit:

Retirement Benefit:

Form of Payment

Miscellaneous Assumptions

Percent Marmed:
Spouse Age:

Administrative Expense:

Prepared by New York Life Retirement Plan Services

Rates varying by age.
Representative rates:
Age Rate
55 3%
56-58 1%
59 3%
60-61 10%
62 25%
63-64 20%
65 100%
Age 62

Surviving spouse benefits commence at the later of
the death of the active participant or the date the
participant would have attained age 55.

Upon termination of employment (if lump sum) or |

at early retirement date (if annuity)
Upon termination of employment

Life annuity. Retirement benefit loaded 6.4% for
subsidized option factor. Withdrawal benefits are
assumed to be paid as a lump sum for participants
hired on or before January 1, 2004, otherwise they
are assumed to be paid as a life annuity
commencing at the participant's early retirement
date.

80%
Wife three years younger than husband

$115,000 (Prior year's administrative expenses
rounded up to nearest $5,000)
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Summary of Plan Provisions
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Summary of Plan Provisions

Effective Dates: Original Plan: January 1, 1955

Employee: All non-union employees of MDU Resources
Group, Inc., Montana-Dakota Utilities Co. and
other designated subsidiaries.

Ehgibility Requirements: Age: 21 for employees hired on or
after 1/1/85; if lired prior to

1/1/04, no service required.

Service: One Year of Service
Maximum Age: None

Plan eligibility is frozen for employees hired after
December 31, 2005.

Plan Entry Date: An eligible employee will enter the plan on the first
day of the month following completion of the
eligibility requirements. No employee hired after
December 31, 2005 may enter the plan.

Year of Service: 12-consecutive month computation period in which
an employee is credited with 1,000 or more hours
of service.

Eligibility: Computation period
commences on employee’s
date of hire.

Vesting: One year for each 1,000-hour
calendar year of employment
by MDU Resources Group,
Inc., or a related company.

Credited Service: Service following age 21 with a maximum of 35
years; full year if 2,080 hours in a year, prorate for
less than 2,080 hours. Except for years of hire and
termination, exclide years with less than 1,000 hours.
Credited Service 1s frozen as of December 31, 2009.

Prepared by New York Life Retirement Plan Services Page 35



Summary of Plan Provisions

Normal Retirement Date (NRD):

Basic Monthly Compensation:

Final Average Monthly
Compensation:

Normal Retirement Benefit:

Normal Form of Benefit:

Early Retirement Eligibility:

Early Retirement Benefit:

Deferred Vested Eligibility:

Deferred Vested Benefit:

Last day of the month in which 65" birthday occurs.

Basic rate of regular compensation as of the first
day of the first payroll pericd of the month,
including Section 125 and 401(k) deferrals. Special
rules for commissioned and part-time employees.

The average of the highest 60 consecutive basic

monthly compensation rates in the last 120 months

of employment. Compensation earned after December 31,
2009 1s not taken into consideration.

Monthly pension benefit determined as of NRD. Effective
December 31, 2009, benefit accruals are frozen.

Single:  Life Annuity
Married: 50% Joint and Survivor

Retire before NRD and on or after both attaining
age 55 and completing five years of vesting service.

Monthly pensicn benefit determined as of early
retirement date. For retirements prior to age 60,
the benefit is reduced .25% for each month that
commencement of payment precedes age 60.

Terminate for reasons other than death or retirement after
completing five years of vesting service.

-Monthly pension benefit determined as of date of
termination payable at NRD

-Monthly pension benefit determined as of
termination date, reduced .25% for each
month that commencement of payments
precedes age 62.

-Participants hired before January 1, 2004
who are not eligible for early retirement may elect a
single sum payment equal to the actuarial
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Summary of Plan Provisions

Deferred Vested Benefit (cont): equivalent of the benefit payable at age 55, based
on the interest and mortality assumptions
specified under IRC 417(e)(3).

Pre-Retirement Spousal If death while active employee after age 45, 50% of
Death Benefit: monthly pension benefit at date of death reduced for
early payment to employee’s date of death.

If death while active employee before age 45 or after
terrmination, 50% of monthly pension benefit at date of
death reduced for the 50% joint and survivor annuity for
payment as early as the employee’s 55" birthday.

Monthly Pension Benefit: The greater of total Pension Credits and the Final
Pay Benefit, with a minimum benefit equal to the
pension benefit as of December 31 preceding
termination. A modified formula is applied for
participants who had annualized basic
compensation during a plan year prior to 1994 in
excess of $150,000.

Pension Credits: For employees who began participation and attained
age 40 on or before February 28, 1990, a pension
credit for each year after December 31, 1988 equal to
1.65% of the first $1,100 of basic monthly compensation as
of the first day of the first payroll period of the plan year
plus 2% of the excess; proportionately reduced for less than
2,080 hours of service. Different formulas applied for
service prior to 1989.

Final Pay Benefit: 1.1% of final average monthly compensation up to
the integration level plus 1.45% of the final
average monthly compensation in excess of the
integration level, times years of credited service

(maximum of 35 years).
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Summary of Plan Provisions

Integration Level: For plan years after 1989, the integration level
equals $1,400 multiplied by a fraction equal to the
current year Taxable Wage Base divided by
$48,000. Integration Level is frozen as of December 31,
2009.
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L Introduction

The purpose of this report is to present certain financial information in accordance with FASB
Accounting Standards Codification {(ASC) 715-30 (formerly FAS 87).

This report was based on information submitted to our fizm in the form of payroll and asset data, as
well as ancillary material pertaining o the Plan. In addidon, the actuarial assumptions as to weighted-
average discount rare, rate of increase in compensation levels, and expected long-term rate of return
on plan assets described in Section 1V of this report were supported by the plan sponsor and its
audirors.

Actuarial computations under FASB ASC 715-30 are for purposes of fulfilling employer accounting
requirements. The calculations reported herein have been made on a basis consistent with our
understanding of FASB ASC 715-30. Determinations for purposes other than meeting employer
financial accounting requirements may be significandy different from the results reported herein.
Accordingly, addiional determinations are needed for other purposes, such as judping benefit
security at termination or adequacy of funding for an ongoing plan.

The Net Periodic Pension cost has been determined to be ($1,338,494) for the Fiscal Year Ending
December 31, 2010. The assumptions used to determine the Net Periodic Pension Cost include a
discount rate of 5,75% and are illustrated in Section IV.
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I1. DETERMINATION OF NET PERIODIC PENSION COST
FISCAL YEAR ENDING DECEMBER 31, 2010

1. Employer Service Cost
ay Amournt at beginning of year
b) Interest

c) Total service cost (2)+{b)

2. Intetest Cost
) Projected Benefit Obligation (PBO)
at beginning of year
b) Expected distributions
) Avernge expected PBO
d) Discount rate

e) Interest cost (c)x(d)

3. Expected return on assets
a) Market-related value at beginping of year
b) Expected distributions
¢} Total expected contributions
d) Expected expenses
e) Average matket-related value of assets
) Long term rate of return

£} Expected return (e)x(f)

4. Amortization of Transition (Asset) or Obligation
- Attachment A

5. Amortization of Prior Service Cost

- Attachment B

6. Amortization of (Gain) or Loss

-Attachment C-2, end of year

7. Net Periodic Pension Cost

(19+(2-(3g)*+(H*+(B)+(6)
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130,693,476

8,240,135

126,230,070
5.75%

7,258,229

106,469,568
8,240,135
3,871,657

0

104,202,698

8.25%
8,596,723

(51,338,494)
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Attachment A

AMORTIZATION OF TRANSITION OBLIGATION (ASSET)

Fiscal Year
Ending

Unrecognized
Amount -

Beginning of year

Amount
Reéognized

Unrecognized
Amount -
End of year

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038

DOODOOCDDODOOOOCDDOODGODGOOOC
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Attachment B

AMORTIZATION OF PRIOR SERVICE COST

Total

Date

Established

Summary for Fiscal Year Ending 12/31/10
Beginning Amount End of Year
of Year Recognized Balance
Balance
H] 0 ]
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. Attachment C-1

CALCULATION OF (GAIN) OR 1.OSS

1. Net actuarial (gain) or loss from December 31, 2009 disclosure
2. PBO from December 31, 2009 disclosure

3. Fair value of plan assets from December 31, 2009 disclosure

4. PBO as of January 1, 2010

5. Fair value of plan assets as of January 1, 2010

6. (Gain)/Loss (1)-(2)+(3)+{#)-(5)

Page 5

$24,475,706

129,364,543

91,596,451

130,693,476

91,890,307

25,510,783
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Attachment C-2

(GAIN) OR LOSS SUBJECT TO AMORTIZATION

1.(Gain) /loss-Attachment C-1 line 6

2.PBO - Attachment C-1 line 4

3.(Gurin) or loss not reflected

in market-related value

a} Fair value
b) Market-related value
¢) Amount not reflected in (b)

(2)-0)

4. (Gaig) or loss subject to amortization

(D+Gg

5. Greater of {2) or (3b)

6. 10% of (5)

7. (Gain} or loss subject to amortization

excess of (4) over (6)

8. Average future service of participants

expected to receive benefits

9. Amortizadon amount (7)/(8)

Page 6

Fiscal Year Ending

December 31, 2010

$25,510,783

130,693,476

91,890,307
106,469,568
(14,579,261)

10,931,522

130,693,476

13,069,348

12.79

30



IV, ACTUARIAL ASSUMPTIONS

For determining the Net Periodic Pension Cost
for the Fiscal Year Ending December 31, 2010

Measurement Date: December 31, 2009

Discount Rate: 5.75%

Annual Rate of Increase N/A
in Compensation:

Expected Long Term Rate of Remurn 8.25%
on Plan Assets:

Mortality: 1994 GAM

Turnover:

Rates vary by age and sex.
Representative rates:

Age Male Female

25 7.2% 15.1%

40 1.6% 2.1%

55 0.3% 0.4%
Taxable Wage Base Increase: N/A
Cost of Living Increase: 3.25%
Expenses: None
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V. DEFINITIONS

Discount Rate. This Discount Rate reflects the rate used to adjust for the time value of money.

It should reflect the rates at which the pension benefits could effectively be settled.

Expected Long Term Rate of Return on Plan Asgets. This is an assumption concerning
the rate of return on plan assets. The product of the Expected Long Term Rate of Return on

Plan Assets and the plan's assets is applied as a credit towards the current year's net periodic

pension cost.

Gain or Loss. Gains and Losses measure the difference between actual experience
and that assumed. Under ASC 715 the impact of changes in actuarial assumptions is

also measured as a Gain or Loss.

Fair Value of Plan Assets. The market value of assets.

Measurement Date. The date at which plan assets and obligations are measured.

Net Transition (Asset) Obligation. The excess(deficit) of the PBO over the Fair Value of

assets (adjusted for previously recognized accrued or prepaid pension costs) as of the date of
initial compliance with ASC 715.

Prior Service Cost. This is the amount of change in the Projected Benefit Obligation due to

amendments to the plan.

Projected Benefit Obligation (PBO). This represents the present value of pension benefits
based on service earned to date and expected future increases in salary. It is comparable to

accrued liability used in determining the plan's funding levels under ERISA.

Page 8



V. DEFINITIONS (continued)

Net Periodic Pension Cost. This represents the pension expense for the fiscal year. The

Net Periodic Pension Cost consists of the following:

(1) Service Cost. The Service Cost represents the value of benefits earned each year. This
is comparable to the normal cost used in determining funding levels under ERISA.
(2) Interest Cost. The Interest Cost equals the product of the Discount Rate and the
Projected Benefit Obligation adjusted for benefit payments expected duzing the year.
(3) Return on Plan Assets. The Return on Plan Assets is the product of the
Expected Long Term Rate of Return on Plan Assets and the Fair Value of Plan
Assets adjusted for contrbutions and benefit payments expected during the year.

This component represents a credit which reduces the Net Periodic Pension Cost for

the year.
(4) Amortization of Unrecognized Gain or Loss. Amortization payments are included
in the Net Periodic Pension Cost to systematically recognize cumulative Gains and Losses

that are unrecognized as they occur.

(5) Amortization of Unrecognized Prior Service Cost. This is the amortization of

increases or decreases in the Projected Benefit Obligation due to amendments to the plan.

(6) Amortization of Unrecognized Net Obligation or Asset at Trangition. This

represents the amortizaton of the Net Obligation(Asset) that existed at transition in the

initial year of ASC 715 compliance.

Projected Unit Credit Cost Method. Under this method, the benefit for each participant is
projected to retirement and a pro-rata part of this benefit is then assigned to each year of
service from hire date to the participant's retirement date. The Service Cost for each participant
is the present value of the pro-rata benefit assigned to the current year. The Service Cost for
the Fiscal Year is equal to the sum of the individual Service Costs for all participants. This
method is required to be used in all calculations under ASC 715.

Page 9
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MDU Resources Group, Inc.
Pension Plan for Collective
Bargaining Unit Employees

Actuarial Valuation as of
January 1, 2010




Executive Summary

January 1. 2010 Januarv 1,2009

Contribution Range

Minimum Required $0 $0
Contribution
Maximum Deductible $43,773,245 $29,519,399
Contribution
Credit Balances
Carryover Balance $5,469,774 $4,543,002
PreFunding Balance $0 $0
Total $5,469,774 $4,543,002
Assets and Liabilities
Target Normal Cost $1,820,613 $1,699,193
Funding Target $65,251,432 $54,361,124
Actuarial Value of Assets $66,018,293 $62,378,381
Funding Target Attainment 92.79% 106.39%
Percentage
Market Value of Assets $61,891,998 $56,707,619
Estimated Rate of Return on 20.40% (26.15%)
Market Value of Assets
Census Information
Active Participants 321 374
Terminated Vested Participants 37 31
Retirees and Beneficiaries 415 398
Total 773 803
Assumpftions
Interest Discounting August 2009 October 2008
Segment Rates Full Yield Curve
Effective Interest Rate 6.65% 8.20%

Prepared by New York Life Retirement Plan Services




Executive Summary

Changes in Plan Provisions Since Prior Valuation
There have been no changes in plan provisions since the prior valuation.

Changes in Actuarial Assumptions and Methods
The interest discounting assumption was changed from the Full Yield Curve rates (with an
October lookback period) to the PPA Segment Rates (with an August lookback period.

Summary of Other Significant Changes

We are not aware of the occurrence of any other significant event that would have a material
effect on this valuation.

Prepared by New York Life Retirement Plan Services



Executive Summary

Quarterly Contribution Requirement and Recommended

Contribution Schedule for 2010
The plan is not subject to the quarterly contribution requirement for the 2010 plan year.

Estimated Quarterly Contribution Requirement for 2011

The plan will be subject to the quarterty contribution requirement for the 2011 plan year. Based
upon 2010 actuarial valuation results, the estimated quarterly contribution required for the 2011

plan year will be $455,153. A contribution in this amount must be made on or before April 15,

2011, July 15, 2011, October 15, 2011 and January 15, 2012. Once the 2011 actuarial valuation
is complete, we will communicate the final contribution requirements for the 2011 plan year.

Funding Policy Contribution

The plan sponsor’s funding policy is to conftribute the amount to meet the minimum funding
requirements of Internal Revenue Code Sections 412 and 430. From time to time, and with
regard to their cash and tax position, the plan sponsor may contribute an amount above the
minimum required contribution.

Actuary’s Commentary

General Comments
This valuation assumes that the Plan Sponsor agrees to the use of the actuarial cost methods as
shown on page 30 of this report.

At-Risk Status

The plan is not at-risk for the 2010 plan year since the 2009 Funding Target Attainment
Percentage (FTAP) of 106.39% is greater than 75%. The plan will not be at risk in 2011 since
the 2010 FTAP of 92.79% is greater than 80%.

Benefit Restrictions
The plan’s Adjusted Funding Target Attainment Percentage (AFTAP) is greater than 80%. No
benefit restrictions apply for the 2010 plan year.

Next year, until the AFTAP for the 2011 plan year is certified, the presumed AFTAP will be
equal to the 2010 AFTAP until March 31, 2011. On April 1, 2011, if the 2011 AFTAP is still
not certified, the presumed AFTAP for 2011 becomes the 2010 AFTAP less 10%.

Prepared by New York Life Retirement Plan Services
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Actuarial Certification

This report presents the resulis of the actuarial valuation as of January 1, 2010 for the MDU
Resources Group, Inc. Pension Plan for Collective Bargaining Unit Employees. The purpose of
this report is to provide guidance to management with regard to the minimum required
contribution in accordance with ERISA and the maximum tax-deductible contribution as allowed
by the Internal Revenue Code.

This report is not an AFTAP certification, nor should it be relied upon for any other pu:pose
by any party other than the plan sponsor.

This valuation has been conducted in accordance with generally accepted actuarial principles and
practices. In preparing the results presented in this report, we have relied upon information
provided to us regarding plan provisions, plan participants and plan assets. We have reviewed
this information for overall reasonableness, but we have not audited this information. The
accuracy of the results presented in this report is dependent upon the accuracy and completeness
of the underlying information,

The assumptions for interest and mortality are mandated by the Internal Revenue Service. All
other assumptions have been selected by New York Life Retirement Plan Services, with
concurrence of the plan sponsor, and are considered to be reasonable and within the “best-
estimate range” as described by the Actuarial Standards of Practice.

The information contained in this report was prepared for the internal use of MDU Resources
Group, Inc. and its auditors in connection with our actuarial valuation of the MDU Resources
Group, Inc. Pension Plan for Collective Bargammg Unit Employees. It is neither intended nor
necessarily suitable for other purposes.

The Consulting Actuary is a member of the Society of Actuaries, member of the American
Academy of Actuaries and other professional actuarial organizations and meets their “General
Qualifications Standard for Prescribed Statements of Actuarial Opinion” relating to pension
plans.

Mﬂ«// ST g &5//6’/.20/0

Mark B. Magnus, ASA, MM olled Actuary Date
Enrolled Actuary No. 08-02866

Prepared by New York Life Retirement Plan Services Page 1
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Plan Assets

1. Asset Valuation Method

IRC Section 430(g) provides that plan assets be valued at either their fair market value on the
valuation date or at the “average” value of assets on the valuation date. Under this average
value, the value of plan assets is set equal to the average of the fair market value of assets on the
valunation date and the adjusted fair market value of assets (including expected earnings)
determined for one or more earlier determination dates (up to a 2-year limit). The resulting
average value must be constrained so that it falls between 90 and 110 percent of the fair market

value of plan assets on the valuation date.

Contributions for a prior plan year that are made after the beginning of this plan year must be
adjusted for interest at the effective interest rate under Section 430(h)(2). This contribution
adjustment requirement is effective beginning for contributions for the 2008 plan year.
Contributions for the 2007 plan year made in 2008 are not adjusted for interest.

The Plan Assets for purposes of this Actuanal Valuation are valued under the asset averaging
method.

Ii. Contributions for Plan Year Beginning January 1, 2009

None.

Prepared by New York Life Retirement Plan Services Page 2
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Plan Assets

111. Market Value of Assets as of January 1, 2010

Fair Market Value
Cash $362,350
Wells Fargo Unitized Assets 61,363,318
MainStay Cash Reserves Fund I 460,186
MARKET VALUE (No Receivables) $62,185,854
Transfer Payable (293,856)
TOTAL $61,891,998

Discounted Receivable
Contributions* 0

MARKET VALUE OF ASSETS
AS OF January 1, 2010 $61,891,998

*Contributions for the 2009 Plan Year that are made after December 31, 2009 are discounted

back to January 1, 2010 at the 2009 Effective Interest Rate of 8.20%

Prepared by New York Life Retirement Plan Services
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Plan Assets

TV. Reconciliation of Market Value of Assets

1. Market Value of Assets as of January 1, 2009 $57,797,230
2. Contributions Made During Calendar Year 0
3. Interplan Transfers (1,129,584)
4. Investment Income 11,403,446
5. Benefit Payments (5,520,379)
6. Expenses (364,859)
7. Transfer Amount Payable (293,856)
8. Market Value of Assets as of December 31, 2009 361,891,998
(1+243+4+5+6+7)
Estimated Gross Rate of Return on Assets: 20.40%

The estimated rate of return is based on the time weighting of contributions, benefit
payments and expenses

Prepared by New York Life Retirement Plan Services Page 4



Plan Assets

Y. Actuarial Value of Assets

. Market value of assets, January i, 2010

. Prior year gains/(}osses):
(a) Asset gain/(loss) for year-2

(i) Initial asset gain/(loss)

(i) Weight

(3ii) Unrecognized amount: (1)x(ii)
(b) Asset gain/(loss) for year-1

(i) Inmitial asset gain/(loss)

(i) Weight

(1ii) Unrecognized amount: {1)x(ii)
. Total amount unrecognized: sum of (2)(i1i)
. Preliminary actuarial value: (1)-(3)

. Market value cornidor override
(a) Lower bound: 0.9 x(1)
(b) Upper bound: 1.1 x(1)
(¢} Adjustment to corridor

6. Actuarial assets, January 1, 2010: (4)+(5)(c)

Prepared by New York Life Retirement Plan Services

$61,891,998

(27,334,107)
0.333
(9,111,369)

7,477,611
0.667
4,985,074
(4,126,295)
66,018,293
55,702,799
68,081,197

0

566,018,293




Plan Assets

VIi. Development of Asset Gain/(Loss)

1. Development of 2008 Gain/(Loss)

(a) Expected Return on Assets
(b) Market Value at January 1, 2008
(c) Benefit Payments and Expenses
(d) Expected Return at 6.43% Interest
(i) Market Value

(11) Benefit Payments

(i1i) Contributions

(iv) Total
(e) Actual Return on Market Value
() (Gain)/Loss: (e)-(d){(iv)

2. Development of 2009 Gain/(Loss)

(a) Expected Return on Assets
(b) Market Value at January 1, 2009
(c) Benefit Payments and Expenses
(d) Expected Return at 6.69% Interest
(i) Market Value

(i) Benefit Payments

(111} Contributions

(iv) Total
(e) Actual Return on Market Value
() (Gain)/Loss: (e)-(d)(iv)

Prepared by New York Life Retirement Plan Services

5,522,406
(192,539)
0

3,866,635
(221,606)
0

6.43%
$85,885,009
(6,083,540)

5,329,867
(22,004,240)
$27,334,107

6.69%
$57,797,229
(6,734,016)

3,645,029
11,122,640
($7,477,611)




Credit Balances

With the enactment of the Pension Protection Act of 2006, credit balances were maintained;
however, they were bifurcated into the following two categories:

1. The credit balance, if any, as of the end of the 2007 plan year establishes the Carryover
Balance; and

2. Contributions made on or after the 2008 plan year in excess of minimum funding
requirements will be credited to the Prefunding Balance.

Maintaining credit balances is elective. Plan sponsors may “waive” some or all of the Carryover
Balance or Prefunding Balance in order to avoid asset reductions for purposes of determining:

1. whether the plan is “at-risk”,

2. the Funding Target Attainment Percentage,
3. the Shortfall Amortization Base, and

4. whether benefit restrictions apply

If the credit balances are to be waived, the Carryover Balance must be waived first prior to any
waiver of the Prefunding Balance.

After 2007, interest on the Carryover and Prefunding Balance will be credited at the rate
determined on the actual return on the market value of plan assets.

Credit balances may be used toward the current year’s minimum funding requirement only if, for
the prior year, the Actuarial Value of Assets less the Prefunding Balance is greater than 80% of
the “not-at-risk” Funding Target. If the Credit Balances are going to be used as an offset to the
Minimum Funding Requirement, the Carryover Balance must be used first prior to the use of the
Prefunding Balance.

Prepared by New York Life Retirement Plan Services Page 7



Credit Balances

Detailed below is the development of the Credit Balances as of the beginning of the 2010 plan

Page 8

year:
1. Funding Standard Carryover Balance (FSCB)
(a) FSCB as of 01/01/2009 $4,543,002
(b) Waived FSCB 0
(c) FSCB afier waivers: (a) — (b) 4,543,002
(d) FSCB applied to minimum required contribution 0
(e) Remaining FSCB as of 01/01/2009: (c) — (d) 4,543,002
® Rate of Return on Plan Assets During Plan Year 2009 20.40%
(g) FSCB as 0of 01/01/2010 {e)(1 + £) 5,469,774
2. Prefunding Balance (PFB)

(a) PFB as of 01/01/2009 0
(b) Waived PFB balance 0
(c) PFB after waivers: (a)-(b) 0
(d) PFB applied to minimum required contributions 0

(e) Excess contributions (Excess)
(i) Employer contributions discounted to BOY 0
(ii) Preliminary minimum required contribution (MRC) 0
{(ii1) Credit balances applied to MRC 0
(iv) Excess: (i)-(1i)+(iii}, min zero 0
(v) Excess above MRC: (i)-(i1), min zero 0
{vi) Excess due to use of credit balances: (1v)-{v) 0
H Effective rate 8.20%
() Rate of Return on Plan Assets During Plan Year 2009 20.40%
(h) Interest Calculation: {e){(v) x (£) + [(c)-(d) + (e)(vi)] x (g) 0
(i) PEB at01/01/2010: (c)}-(d)+(e){(iv)+th) 30

Prepared by New York Life Retirement Plan Services
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Credit Balances

The following chart details what, if any, portion of the Credit Balances will be waived for 2010:

1. Waived credit balance(s) to avoid benefit restrictions
(a)  Adjusted Funding Target Attainment Percentage
(AFTAP) before waivers
(i) Actuarial assets $66,018,293
(i)  Funding Standard Carryover Balance (FSCB) 5,469,774
(i) Prefunding Balance (PFB) 0
(iv)  Not-at-risk funding liability 65,251,432
(v)  Non-HCE annuity purchases in last 2 years 0
{vi)  Preliminary AFTAP:
{((1)-(n)-(an)+(v (V) +Hv)) 92.79%
(vii) Funded Ratio: (1)/(iv) 101.17%
(b)  Transition percentage 96.00%
(c) Credit balance(s) waived to avoid benefit
restrictions, if possible 0
(d) AFTAP after benefit restriction waivers
(i) FSCB after benefit restriction waivers 5,469,774
(ii)  PFB after benefit restriction waivers 0
(ili)  AFTAP after benefit restriction waivers:
if {a)(vir)>=(b), ((a)(D)+{@)(v))/((a)}iv)+(a)(v)),
else ((a)(1)-Q)-(I)+H@)W))/ (@) (Iv)Ha)v)) 101.17%
2. Waived credit balance(s) to avoid At-Risk status
(a) Not-at-Risk Funding Target Attainment Percentage
(NAR FTAP) before waivers to avoid At-Risk status:
{(H(@D-(I(DE)-(1)(d)i1))/(1)(a)([v) 92.79%
(b)  At-Risk Funding Target Attainment Percentage
(AR FTAP) before waivers to avoid At-Risk status
(i) At-risk funding liability 74,284,401
(1) Preliminary AR FTAP:
((1@)@-(1)(d)[)-(1)(d)a1)/(1) 81.51%
(c) Funding Target Benefit percentage for following year 80.00%
(d) At-Risk in following year?
Yes if (a)<(c), (b)(i1)<70%, and >500 participants No
(e) Credit balance(s) waived to avoid At-Risk
status, if possible 0
($3] FTAPs after waivers
(1) FSCB after waivers 5,469,774
(i) PFB afier waivers 0
(i) NARFTAP: ((1)(@)({i)-()-(1))/(1)(a)(iv) 92.79%
(iv) AR FTAP: ((1){a)(i)-(1)-(i1))/(b)(1) 81.51%

Prepared by New York Life Retirement Plan Services

Page 9




Credit Balances

3. Funding Standard Carryover Balance

(a) FSCB at January 1, 2010 5,469,774
(b) Waived FSCB balance 0
(c) FSCB after warvers: (a)-(b) 5,469,774
(d) FSCB applied to MRC or quarterly contributions | 1,820,613
{e) FSCB at December 31, 2010 before

investment return: (c)-(d) 3,649,161

4. Prefunding Balance

(a) PFB at January 1, 2010 0
(b) Waived PFB balance 0
(c) PFB after waivers: (a)-(b) 0
(d)  PFB applied to MRC 0
(e) Excess contributions (Excess)

(i) Employer contributions discounted to BOY 0

(ii) Preliminary (MRC) 1,820,613

(i11) Credit balances applied to MRC 1,820,613

(iv) Excess: (1)-(ii)+(iil), min zero 0

(v) Excess above MRC: (1)-(11}, min zero 0

(vi) Excess due to use of credit balances: (iv)-(v) 0
H Effective rate 6.65%
(g) Interest on excess contributions: () (v) x (f) 0
(h) PFB at December 31, 2010 before

investment return: {c)-(d)+{e)}(iv)+(g) 30

Prepared by New York Life Retirement Plan Services
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Funding Target

In accordance with Section 430(d) of the Internal Revenue Code, the Funding Target is the
present value of all benefits accrued or earned under the plan as of the beginning of the plan
year.

The Funding Target for plans that are “not-at-risk™ is determined based on the following:

e Interest discounting is mandated through use of a segmented yield curve based on high-
quality (AAA,AA A) corporate bond yields. The three segments include benefits
expected to be paid over the next 5 years, between years 5 and 20 and after year 20. The
segmented yield curve is based on a 24-month unweighted average and there is an
optional 3-year phase-in from the prior discounting basis beginning in 2008. There is
also an optional lookback period up to 4 months prior to the beginning of the plan year.
Alternatively, plan sponsors may elect to use the full yield curve in lieu of the segmented
rates. The full yield curve, however, represents the rates for one month as opposed to the
24-month average.

e The mortality assumption is mandated by the IRS. The table is based upon the RP-2000
Mortality Table with separate tables for annuitant and non-annuitant mortality. Plan
sponsors may use either the table with static projections or a table with generational
projections. The static projection table projects non-annuitant mortality rates (i.e., prior
to benefit commencement) 15 years beyond the valuation year and annuitant mortality
rates (i.e. after benefit commencement) 7 years beyond the valuation year. The
generational projection table projects mortality rates (annuitant and non-annuitant) to all
future years. All projections are performed using Scale AA.

Assumed utilization of tump sums, if applicable, is reflected.

e  All other assumptions that are individually reasonable and, in combination, offer the

enrolled actuary’s best estimate of anticipated experience.

A plan is considered to be “at-risk” for the current plan year if it meets all of the following
requirements:

e The Funding Target Attainment Percentage for the prior plan year is less than 80%

o As of the prior plan year, the Actuarial Vg‘lue of Assets less any Credit Balances is less
than 70% of the “at-risk” Funding Target

e Total participants in all defined benefit plans sponsored by the employer (or any member
of the employer’s controlled group) is greater than 500.

* The 80% threshold is phased-in over 4 years. For plan years beginning in 2008, 2009 and 2010, 80% is replaced

by 65%, 70% and 75%, respectively. In accordance with IRS Proposed Repulation §1.436-1, Current Liability for

the 2007 plan year replaces Funding Target to determine the Funding Target Attainment Percentage for the 2007
lan vear.

* Determined without regard to the expense load
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Funding Target

The Funding Target for a plan that is “at-risk” is determined using the following additional
mandated assumptions:

e Participants who will be eligible to elect benefits in the next 10 years will assume to do
so at their earliest eligibility date

o Participants are assumed to elect the most-valuable form of benefit

e Ifaplan has been in “at-risk” status for at least 2 of the 4 preceding plan years, a loading
factor is added equal to $700 per participant plus 4% of the “not-at-risk™ Funding Target

e Inno event shall the “at-risk” Funding Target be less than the “not-at-risk™ Funding

Target

Prepared by New York Life Retirement Plan Services Page 12
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Funding Target

Development of Funding Target

1. More than 500 participants in controlied group in prior year? Yes
2. Prior year funding target attainment percentage
(a)  Not-at-risk liability 106.4%
(b)  At-risk liability 92.7%
3. Funding target benchmark percentage 75.0%
4. At-risk status
(a) Current year: If (1) and
(2)(a)<(3) and (2)(b)<70% No
(b)  Year-l No
(c) Year-2 No
(d) Year-3 No
(e) Year-4 No
() At-nisk current year and 2 of preceding
4 years? (If yes, loads apply) No
5. Not-at-risk funding liability
(a) Funding liability
(1) Retirees and benef. receiving payments 42,646,411
(i1) Terminated vested participants 1,826,181
(i1) Active participants, vested liability 20,027,226
(iv) Active participants, total liability 20,778,840
(v) Total hability: (i)+(i1)+(iv) 65,251,432
(b) Normal cost before adjustments 1,735,613
{c) Expenses included in Normal Cost 85,000
(d) Normal cost: (b)+{c) 1,820,613
Prepared by New York Life Retirement Plan Services
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Funding Target

6. At-risk funding liability
(a) At-risk funding liability
(i) Retirees and benef. receiving payments 42,646,411
(ii) Terminated vested participants 2,262,996
(i11) Active participants, vested lability 27,624,904
(iv) Active participants, total liability 29,374,994
(v) Total liability: (i)+(11)+(1v) 74,284,401
(b)  Number of plan participants 773
(c) Per-participant load: $700 x (b) N/A
(d)  Liability load: 4% of (5)(a)(v) N/A
(e) At-risk funding target:
(a)(v)+(c)+(d), not less than (5)(a)(v) 74,284,401
(f) Preliminary at-risk normal cost
(adj. for expenses) 2,542,167
(2) Normal cost load: 4% of (5)(b) N/A
(h)  At-risk normal cost:
(H+(g), not less than (5)(d) | 2,542,167
7. Funding target
(a) Number of consecutive years at-risk (max 5) 0
(b) Transition percentage: 20% x (a) 0.0%
(¢)  Funding target: (5)(@)(v)H(b)x((6)(e)-(5)a)}v))] 65,251,432
(d) Target normal cost:
(5)(d)H (b)x((6)(h)-(5)(d)] $1,820,613
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Development of Shortfall Amortization Charge

In accordance with Section 430(c) of the Internal Revenue Code, the Shortfall Amortization
Charge for any plan year is the aggregate total (not less than zero) of the shortfall amortization
installments for such plan year with respect to the shortfall amortization bases for the current
plan year and 6 preceding plan years.

In the initial year of application of PPA, the Shortfall Amortization Base is equal to the initial
Funding Shortfall. In subsequent years, a Shortfall Amortization Base is created equal to that
year’s Funding Shortfall less the present value of remaining Shortfall Amortization Installments.

If the Actuarial Value of Assets reduced by the Prefunding Balance is greater than or equal to the
Funding Target for a plan year, the plan is exempt from establishing a Shortfall Amortization
Base.

The Worker, Retiree and Employer Recover Act of 2008 provided transition relief for certain
eligible plans” with regard to establishing a Shortfall Amortization Charge. For these plans, only
the amount by which the assets (as reduced by the Credit Balance) are less than 92% of the
Funding Target need be established as a Shortfall Amortization Base in 2008. This percentage
increases to 94% in 2009, to 96% in 2010 and is then 100% in 2011 and beyond.

In any year in which the Funding Shortfail is zero, all Shortfall Amortization Bases are
considered fully amortized.

" To be eligible for this wransition relief, the plan must have been exempt from the Additional Funding Charge rules
in the 2007 plan year.
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Development of Shortfall Amortization Charge

1st segment rate
2nd segment rate

Funding target

Adjusted plan assets

(a) Actuarnal assets

(b)  Funding Standard Carryover Balance

(c) Prefunding Balance (PFB)

(d) Adjusted assets: (a)-(b)-(c), not less than 0

Funding shortfall: (2)-(3)(d), not less than 0

Current shortfall amortization instaliments

(a) Annual installments
(1) Year -1 base (6 years remaining)
(11) Year -2 base (5 years remaining)
(iit)  Year -3 base {4 years remaining)
(iv)  Year -4 base (3 years remaining)
W) Year -5 base (2 years remaining)
(vi)  Year -6 base (1 years remaining)

(b) Total annual mstallments

(c) Present value of annual installments
(1) Year -1 base (6 years remaining)
(ii) Year -2 base (5 years remaining)
(iii)  Year -3 base (4 years remaining)
(iv)  Year -4 base (3 years remaining)
) Year -5 base (2 years remaining)
(vi)  Year -6 base {1 years remaining)

(d) Total present value of annual mstallments

Exemption from new shortfall amortization base

(a) Target liability percentage

(b)  Shortfall finding target: (2)x(a)

(c) Prefunding Balance if used to reduce the
Minimum Required Contribution, else 0

(d) _ Exempt?: [(3)(a)-(c)]>=(b)

5.03%
6.73%

$65,251,432
66,018,293
5,469,774

0
60,548,519

4,702,913

COOoOOoOCOD

COO0OO0OOO

96.00%
62,641,375

0
Yes
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Development of Shortfall Amortization Charge

7. Shortfall amortization base
(a)  Adjusted funding shortfall:
{6)(b)-(3)(d), not less than 0 2,092,856
(b)  New current year base:
(2)-(5)(d}, or O if exempt 0
(c) New 7-year installment amount 0
8. Shortfall amortization charge:
(5)(b)+(7)(c), not less than 0 $0
Prepared by New York Life Retirement Plan Services Page 17
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Minimum Required Contribution

If the Actuanal Value of Assets reduced by the Credit Balances is Iess than the Funding Target,
then the Minimmum Required Contribution for such plan year shall be the sum of the Target
Normal Cost and the Shortfall Amortization Charge.

If the Actuarial Value of Assets reduced by the Credit Balances is greater than the Funding
Target for a year, then the Minimum Required Contribution for such plan year shall be the
Target Normal Cost less the excess of adjusted assets over the Funding Target, but not less than

$0.

Quarterly contributions are required if the Funding Shortfall was greater than $0 on the prior
valuation date. If applicable, the quarterly contribution is due on or before the 15™ day following
the end of each quarter. If the quarterly contribution is not made on time, late interest is charged
at the Effective Interest Rate plus 5%. If applicable, the quarterly contribution amount is 25% of
the lesser of 90% of the current year’s mimimum required contribution or 100% of the prior
year’s minimum required contribution.

Contnibutions can be made up to 8% months after the end of the plan year for such plan year. All
contributions will be discounted back to the valuation date with interest at the Effective Interest
Rate, including contributions made after the end of the plan year, to determine whether the
Minimum Required Contribution has been satisfied.

If the plan sponsor fails to pay the minimum required contribution by 8% months afier the end of
the plan year, the plan sponsor will be required to pay a 10% excise tax under IRC Section 4971
on the amount any unpaid minimum required contributions. This tax can increase to 100% if the
unpaid minimum required contribution is not corrected in subsequent plan years.
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Minimum Required Contribution

Summary of Minimum Required Contribution:

1.

2

Effective interest rate
Target normal cost
Shortfall amortization charge

Credit for excess assets
(a) Adjusted Assets
(b) Funding Target
(c) Excess assets: (a)-(b), not less than 0

Preliminary minimum required contribution (MRC):
(2)+(3)-(4)(c), not less than 0

Credit balances

(a)  Eligible to apply against MRC?: Yes if prior
year funded ratio >= 80%

(b) Funding Standard Carryover Balance (FSCB)

(c)  Elected to apply FSCB against MRC?

(d) Prefunding Balance (PFB)

(¢)  Elected to apply PFB against MRC?

£ Balances eligible to apply against MRC:
(b)+(d) if eligible and elected

MRC adjusted for credit balances:
(5)-(6)(f), not less than O

Required quarterly contributions
(a) Quarterlies required?: Yes if prior year
funding shortfall
(b) Prior year minimum required contribution
(c) Current year MRC: (5)
(d) Required annnal payment:
lesser of (b) and 90% of {c), if applicable
(e) Required installment: 25% of (d)

6.65%
$1,820,613

0

60,548,519
65,251,432
0

1,820,613

Yes
5,469,774
Yes

0

Yes

5,469,774

No
0
1,820,613

0
$0
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Schedule of Contributions

The plan’s “Effective Interest Rate” for any particular plan year is the single rate that, if used to
discount the plan’s expected benefit payments, would produce the same Funding Target that the
Segment Rates produce. The Effective Interest Rate is the rate at which interest is charged on
contributions until the date they are actually made.

The Effective Interest Rate for the 2010 Plan Year is: 6.65%
The Minimum Required Contribution as of January 1, 2010 is: $o

The Plan is not subject to the quarterly contribution requirement for the 2010 plan year.

Preliminary Contribution Schedule for the 2011 Plan Year

Since there is a Funding Shortfall in 2010, the Plan will be subject to the quarterly contribution
requirement for the 2011 plan year. The amount of the 2011 quarterly instaliments will be no

greater than $455,153 and each will be due on or before April 15, 2011, July 15, 2011, October
15,2011 and January 15, 2012. Any existing credit balance can be used to satisfy the quarterly

contribution requirement.
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Maximum Deductible Contribution Limit

Contributions to a qualified pension plan may be deducted for tax purposes, subject to limitations
contained in Section 404(a) of the IRC. If the plan sponsor's taxable year and plan year coincide,
the limit for a taxable year is the maximum amount for the coinciding plan year. Otherwise, the
limit for the taxable year is the maximum amount with respect to either the plan year that
commences or the plan year that ends in the taxable year (or a weighted average of the respective
maximum amounts). Once the method for matching plan years to taxable years is established, it
may not be changed without prior approval from the IRS.

For a contribution to be deductible in a particular taxable year, the contribution must be made
during the taxable year or not later than the time for filing a tax return, which is the 15th day of
the third month following the end of the taxable year. A later contribution may be deductible if
the IRS has granted an approval to extend the deadline for filing the tax return.

Any contribution in excess of the tax-deductible limit for a taxable year may not be deducted in
that year, even though the sponsor may have taken deductions in previous years that were less
than the applicable tax-deductible limits. Contributions in excess of the tax-deductible limit may
be deducted in succeeding taxable years, but may be subject to a 10% excise tax under Section
4972 of the IRC. The amount (if any) of the excess that may be deducted in a later year may not
exceed the tax-deductible limit for that year minus the amount contributed in such later year.

For purposes of this report, the following assumptions have been made:

e The tax year begins January 1, 2010 and ends on December 31, 2010; and
e Historically, the deductible limit has been established based upon the plan year beginning
in this tax year.

Since the tax-deductible contribution is dependent upon the relationship between the taxable
year and the plan year and previous tax deductions, we recommend that you consult with your
tax advisor with respect to the tax treatment of contributions to the plan.

In accordance with IRC Sections 404(a) and 404(0), the maximum deductible contribution for a
limitation year shall be the greatest of:

a) Target Normal Cost plus 150% of the Funding Target™ less the Actuarial Value of Plan
Assets

b) Minimum Required Contribution

c) Ifaplan is not “at-risk™, the Target Normal Cost and Funding Target {both determined as
if the plan were “at-risk™) less the Actuarial Value of Plan Assets.

" The Funding Target for this purpose is determined including compensation increases after the current plan year (if
the plan is pay-related) or including schedule benefit increases
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Maximum Deductible Contribution Limit

Summary of Maximum Tax Deductible Contribution

1. Funding target $65,251,432
2. Target normal cost 1,820,613
3 Cushion amount
(a) 50% of funding target: 50% of (1) 32,625,716
(b) Expected benefit increases
(i) Not-at-risk maximmum hability 75,345,209
(i)  At-risk maximum liability 80,413,554
(i)  Per-participant load N/A
(iv)  Liability load: 4% of (i) N/A
(v)  At-risk target:
(i1)+(11)+(iv), not less than (i) 80,413,554
(vi)  Transition percentage 0.00%
(vii) Maximum funding target:
(O (vix((v)-()] 75,345,209
(c) Cushion amount: (a)+(b)(vii)-(1) 42,719,493
4, Actuarial value of assets 66,018,293
5. Preliminary limit:
(1)+(2)*+(3)(c)-(8), not less than 0 43,773,245
6. Maximum if not at-risk
(a) At-risk funding hability 74,284,401
(b) At-risk normal cost (incl. expenses) 2,542,167
(c) Maximum if not at-risk:
(a)+(b)-(4), not less than 0 10,808,275
7. Minimum required contribution 0
8. Maximum tax deductible contribution:
max of (5),(6) and (7) $43,773,245
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PBGC Premiums

ERISA established the Pension Benefit Guaranty Corporation (PBGC), under the jurtsdiction of
the Department of Labor, to gnarantee most vested retirement benefits and certain disability and

Survivor pensions.

PBGC guarantees are limited. For example, the PBGC does not guarantee benefits that had not
vested prior to the plan termination or benefits for which all age, service, or other requirements
had not been met at the time the plan terminates. Further, benefit increases and new benefits that
have been in place for less than a year are not gharanteed, and those that have been in place for
less than 5 years are only partly guaranteed. The maximum guaranteed benefit under a plan
terminating in 2010 payable as a single life annuity at age 65, is $4,500 per month. Lower
guarantees apply if benefits begin before age 65 or if survivor benefits are payable. Benefits
other than pension benefits, such as health insurance, life insurance, death benefits, vacation pay,
or severance pay are not guaranteed, and the PBGC does not pay lump sums exceeding $5,000
(even if available under the plan prior to termination).

Plans covered by the PBGC insurance program must file an annual premium filing each year
with the PBGC via their online myPAA system within 9-1/2 months after the beginning of the
plan year. Plans covering more than 500 participants must also file an Estimated Premium Filing
through myPAA by the end of the second month of the plan year. All plans must pay a basic
premium of $35 times the number of participants as of the end of the previous plan year, and
plans with unfunded vested benefits must also pay an additional risk-related premium to the

PBGC.

Development of PBGC Premium for 2010:

1. Flat-rate premium
(a) National Average Wage (NAW), 2 years prior $41,334.97
(b)  Flatrate: $30 x (a)/$35,648.55 (2004 NAW), rounded 35
(c) Participant count (excludes 2 Alternate Payees) 771
(@)  Flat-rate premium: (b)x(c) $26,985
2. Variable-rate preminm
(a) PBGC funding target
6)) Not-at-risk PBGC liability 65,115,699
(i)  At-risk PBGC liability 74,141,622
(iii)  Per-participant load N/A
(iv)  Liability load: 4% x (i) N/A
v) At-risk PBGC target:
(i)+(in)+(iv), not less than (1) 74,141,622
(vi)  Transition percentage 0.00%
(vii) PBGC funding target: (1)+[(v)x{(v)-(1))] 65,115,699
(b) Market value of plan assets 61,891,998
(c) Unfunded vested benefits: (a){vii)-(b),
min Zero, rounded up to $1,000 3,224,000
(d) Variable-rate premium:
0.009x(c), or zero if exempt 29,016
3. PBGC Premium: (1)(d)+(2)(d) 556,001
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ASC 960 Information (previously known as FAS 35)

The information in this exhibit 1s intended to satisfy the requirements under Accounting

Transfers based on Accrual Method

Standards Codification Topic 960 (ASC 960} with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,

information for ASC 715 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated vsing the Actuarial

Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or
benefit service were assumed.

L.

Actuanal present value of accrued plan benefits
(a) Actuarial present value of vested benefits

(1) Participants currently receiving benefits | $37,522,963
(1) Participants entitled to deferred benefits 1,443,260
(iif)  Other participants 16,026,663
(iv)  Total 54,992,886
)] Actuarial present value of nonvested benefits 96,070
(c) Actuarial present value of accrued plan
benefits: (a)(iv)}+(b} 55,088,956
2. Market value of assets {(includes receivables) 61,891,998
3. Unfunded PVAB (Surplus assets): (1)(c)-(2) (6,803,042)
4. Funded percentage: (2)/(1)(c) 112.35%
5. Changes in present value
(a) PVAB as of January 1, 2009 53,526,317
{b) Changes due to:
(i) Decrease in discount period at 8.00% 4,105,511
(i1) Benefits paid (5,520,379)
(ii1)  Assumption changes 0
(iv)  Plan amendments 0
(v) Additional benefits earned, including
experience gains and losses 3,311,336
(vi)  Amount Transferred (333,829)
(vi) Total change 1,562,639
(c) PVAB as of January 1, 2010: (a)+{b)(vi) $55,088,956
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ASC 960 Information (previously known as FAS 35) W

Transfers based on Cash Method

The information in this exhibit is intended to satisfy the requirements under Accounting
Standards Codification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,
information for ASC 715 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial
Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or
benefit service were assumed.

I Actuarial present value of accrued plan benefits
(a) Actuarial present value of vested benefits
(1) Partictpants currently receiving benefits | $37,522,963
(ii)  Participants entitled to deferred benefits 1,443,260
(i)  Other participants 16,230,519
(iv)  Total 55,286,742
(b) Actnarial present value of nonvested benefits 96,070
(c) Actuarial present value of accrued plan
benefits: (2)(iv)+Hb) 55,382,812
2. Market value of assets (includes receivables) 62,185,854
3. Unfunded PVAB (Surplus assets): (1)(c)-(2) (6,803,042)
4, Funded percentage: (2)/(1)(c) 112.28%
5. Changes 1n present value
(a) PVAB as of January 1, 2009 54,615,928
(b) Changes due to:
)] Decrease in discount period at 8.00% 4,105,511
(i1)  Benefits paid (5,520,379)
(ii1)  Assumption changes 0
(iv)  Plan amendments 0
(v} Additional benefits earned, mncluding
expenence gains and losses 3,311,336
(vi)  Amount Transferred (1,129,584)
(vin) Total change 766,884
(c) PVAB as of Janary 1, 2010: (a)+(b)(vi1) $55,382,812
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Participant Data

January 1, 2010 January 1, 2009
Active Participants
Number 321 374
Average age 44.94 44.51
Average past service 16.54 15.95
Average future service 15.44 15.60
Covered payroll:
- Total $21,263,502 $23,552,401
- Average $66,241 $62,974
Terminated Vested
Participants
Number 37 31
Average age 49.46 50.69
Annual benefits:
- Total $291,991 $240,702
- Average $7,892 $7,765
Retirees and
Beneficiaries
Number 415 398
Average age 73.80 73.64
Annual benefits:
- Total $4,397,816 $4,071,230
- Average $10,597 $10,229
Total Participant

773 803

Count
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Participant Data

Reconciliation of Participant Data:

Active | Terminated | Retirees and Total
Vested | Beneficiaries
As of January 1, 2009 374 31 308 803
New Hires 0 0 0 0
Rehires 0 0 0 0
Nonvested termination an 0 0 (11)
Vested termination (8) 8 0 0
Lump sum cashout (%) (1) 0 (10)
Retirement (19) (3) 22 0
Disability 0 0 0 0
Deceased (1) 0 (11) (12)
New beneficiaries 0 1 6 7
Transfers In 0 0 0 0
Transfers Out (5) 0 0 (5)
Miscellaneous 0 1 0 1
As of January 1, 2610% 321 37 415 773
*Includes 2 Alternate Payees under Qualified Domestic Relations Orders
Distribution of Inactive Benefits Inforce:
Retired, Survivor, and Disabled Vested
Attained Avg. Avg.
Age No. Annuities No. | Annuities
Under 30 0 $0 1 $3,540
30 to 34 0 0 4 4,025
35to 39 0 0 1 4,189
40 to 44 1 1,788 2 3,274
45 to 49 i 3,824 8 4,943
50to0 54 | 23471 12 10,738
55t0 59 13 13,702 4 12,153
60 to 64 61 16,089 4 10,855
65 to 69 76 13,870 0 0
70 to 74 74 11,248 1 1,185
75 to 79 80 8,729 0 0
80 to 84 63 7,610 0 0
85 to 89 29 4,117 0 0
90 to 94 12 3,169 0 0
95 & up 4 2,183 0 0
Total 415 $10,597 | 37 $7,892
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Active Participant Data

Years of credited service

Age Under | | to4 509 1010 14 15t0 19 2010 24 25t0 29 0t} 351039 40 & up Total
Under 25 Count 3 3
Avg Sal
251029 Count 9 12 21
Avg Sal 65,385
30034 Count 10 23 4 37
Avg Sal 67,379 65,174
351039 Count 6 19 13 3 46
Avg Sal 66,264
40 to 44 Count 2 12 11 12 37
Avg Sal 66,497
45 to 49 Count 2 13 10 20 10 62
Avg Sal 68,954 66,923
50 to 54 Count 8 6 15 24 13 67
Avg Sal 63,522 65,525
5510 59 Count 6 5 14 11 36
Avg Sal 68,008
60 to 64 Count 2 1 2 4 1§
Avp Sal
651069 Count I I
Avp Sal
70 & up Count
’ Avg Sai
Total Count 32 87 49 59 40 29 15 321
Avg Sal 60,598 66,054 66,694 67,916 66,121 68,071 66,241
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Actuarial Cost Method

Funding Target/ Tarpet Normal Cost

An Actuarial Cost Method is an allocation of the expected cost of a pension plan on a year-by-
year basis. The primary objective of an Actuarial Cost Method is to accumulate enough assets
prior to each participant's retirement to provide the promised pension benefits.

The Pension Protectiont Act of 2006 (PPA) mandates the nse of the Traditional Unit Credit
Actuanal Cost Method. Under this method, the accrued benefit is estimated based upon service
and, if applicable, earnings as of the valuation date. The Funding Target is equal to the actuarial
present value of all accrued benefits as of the valuation date. The Target Normal Cost is the
actuarial present value, as of the valuation date, of the expected increases in projected accrued
benefit attributable to service expected to be completed during the plan year (i.e., if applicable,
one year’s salary growth is reflected in the determination of Target Normal Cost).

For tax deduction purposes, the Funding Target may reflect the value of future pay increases on
accrued benefits, if applicable.

PPA Discounting Method

The plan sponsor is responsible for makmg the following decisions with regard to the
discounting method:

e Full yield-curve spot rates or a segmented yield-curve of a 24-month average rates of

corporate bond rates
» If the segmented yield curve is used, the rates as of the month of the valuation may be

used or as of a lookback month up to 4 months prior to the valuation date (the full yield
curve must use the rates as of the month of the valuation starting in 2010}

For purposes of this valuation, the following discounting method was used and is assumed to be
approved by the plan sponsor:

e Segment Rates (Changed from Full Yield Curve used last year)
e Rates through the month of August preceding the valuation date (Changed from October

used last year)

Asset Valuation Method

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging
method, including, if applicable, discounted receivable contributions. The value of plan assets is
set equal to the average of the fair market value of assets on the valuation date and the adjusted
fair market value of assets (including expected earnings) determined for the two earlier annual
determination dates. Expected earnings are calculated using the third segroent rate of the
segmented yield-curve in effect at the beginning of each valuation year. The resulting average
value must be constrained so that it falls between 90 and 110 percent of the fair market value of

assets on the valuation date.

Changes

The interest rate methodology change (from the October Full Yield Curve to August Segments)
1s subject to automatic approval based on guidance issued by the IRS.
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Actuarial Assumptions
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Actuarial Assumptions

Actuarial assumptions are estimates of the occurrence of future events affecting the costs of the
plan. The assumptions have been chosen to anticipate the long-term experience of the plan. The
enrolled actuary will certify the reasonableness of these assumptions, as required

by ERISA.

The actuarial assumptions used to compute this year's plan costs are as follows:
p p

Econemic Assumptions

PPA Segment Rates Funding Target PBGC
- Segment 1: Upto Year5 5.03% 5.03%
- Segment 2: Years 5-20 6.73% 6.73%
- Segment 3: Years 20+ 6.82% 6.82%

ASC 960 Assumed Investment Return 8.00%

Annual rates of increase:

- Salanes 4.00%
- Future Social Security wage bases 3.25%
- Statutory limits on compensation and benefits N/A

Demographic Assumptions

Mortality:
- Funding Target / PBGC IRS 2010 Static Mortality Table
- ASC 960 1994 Group Annuity Mortality Table
Terminations: Rates vary by age and sex. Ilustrative
annual rates of withdrawal are as follows:
Age Male Female
25 7.18% 15.05%
40 1.57% 2.14%
55 0.29% 0.42%
Disability: None
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Actuarial Assumptions

Assumed Retirement Age (Actives):

Assumed Retirement Age (Vested Terms):

Benefit Commencement date:

Preretirement Death Benefit:

Deferred Vested Benefit:

Retirement Benefit:

Form of Payment

Miscellaneous Assumptions

Percent Married:
Spouse Age:
Covered Pay:

Administrative Expenses:

Prepared by New York Life Retirement Plan Services

Rates varying by age.
Representative rates:
Age Rate
55 3%
56-58 1%
59 3%
60-61 10%
62 25%
63-64 20%
65 100%
Age 62

Surviving spouse benefits commence at the later of
the death of the active participant or the date the
participant would have attained age 55.

Upeon termination of employment (if lump sum) or
at early retirement date (if annuity)

Upon termination of employment

Life annuity. Retirement benefit loaded 6.4% for

subsidized option factor. Withdrawal benefits are
assumed to be paid as a lump sum for participants
hired on or before January 1, 2004, otherwise they
are assumed to be paid as a life annuity

commencing at the participant's early retirement
date.

80%

Wife three years younger than husband
Annualized base salary rate as of valuation date
$85,000 (Prior year's administrative expenses

rounded up to nearest $5,000)
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Summary of Plan Provisions

Prepared by New York Life Retirement Plan Services



Summary of Plan Provisions

Effective Dates: Original Plan: January 1, 1955
Employee: All bargaining employees of Montana-Dakota Utilities Co.
Eligibility Requirements: Age: 21 for employees hired on or

after 1/1/85; if hired prior to
1/1/04, no service required.

Service: One Year of Service
Maximum Age: None

Plan eligibility is frozen for employees hired after
June 30, 2007.

Plan Entry Date: An eligible employee will enter the plan on the first
day of the month following completion of the
eligibility requirements. No employee hired after
June 30, 2007 may enter the plan.

Year of Service: 12-consecutive month computation period in which
an employee is credited with 1,000 or more hours
of service.

Eligibility: Computation period
commences on employee’s
date of hire.

Vesting: One year for each 1,000-hour
calendar year of employment
by MDU Resources Group,
Inc., or a related company.

Credited Service: Service following age 21 with a maximum of 35
years; full year if 2,080 hours in a year, prorate for
less than 2,080 hours. Except for years of hire and
termination, exciude years with less than 1,000 hours.
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Summary of Plan Provisions

Normal Retirement Date (NRD):

Basic Monthly Compensation:

Final Average Monthly
Compensation:

Normal Retirement Benefit:

Normal Form of Benefit:

Early Retirement Eligibility:

Early Retirement Benefit:

Deferred Vested Eligibility:

Deferred Vested Benefit:

Last day of the month in which 65" birthday occurs

Basic rate of regular compensation as of the first
day of the first payroll period of the month,
including Section 125 and 401(k) deferrals. Special
rules for commissioned and part-time employees.

The average of the highest 60 consecutive basic
monthly compensation rates in the last 120 months

of employment.

Monthly pension benefit determined as of NRD.

Single:  Life Annuity
Married: 50% Joint and Survivor

Retire before NRD and on or after both attaining
age 55 and completing five years of vesting service.

Monthly pension benefit determined as of early
retirement date. For retirements prior to age 60,
the benefit is reduced .25% for each month that
commencement of payment precedes age 60.

Terminate for reason other than death or retirement after
completing five years of vesting service.

-Monthly pension benefit determined as of date of
termination payable at NRD

-Monthly pension benefit determined as of
termination date, reduced .25% for each
month that commencement of payments
precedes age 62. .

-Participants hired before January 1, 2004

who are not eligible for early retirement may elect

a single surn payment equal to the actuarial
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Summary of Plan Provisions

Deferred Vested Benefit:

Pre-Retirement Spousal
Death Benefit:

Monthly Pension Benefit:

Pension Credits:

Final Pay Benefit:

Integration Level:

equivalent of the benefit payable at age 55, based
on the interest and mortality assumptions
specified under IRC 417(e)(3).

If death while active employee after age 45, 50% of
monthiy pension benefit at date of death reduced for early
payment to employee’s date of death.

If death while active employee before age 45 or after
termination, 50% of monthly pension benefit at date of
death reduced for the 50% jomnt and survivor annuity
option, payable as early as the employee’s 55™ birthday.

The greater of total Pension Credits and the Final
Pay Benefit, with a minirnum benefit equal to the
pension benefit as of December 31 preceding
termination. A modified formula is applied for
participants who had annualized basic
compensation during a plan year prior to 1994 in
excess of $150,000.

For employees who began participation and attained

age 40 on or before February 28, 1990, a pension

credit for each year after December 31, 1988 equal to
1.65% of the first $1,100 of basic monthly compensation as
of the first day of the first payroll period of the plan year
plus 2% of the excess; proportionately reduced for less than
2,080 hours of service. Different formulas applied for
service prior to 1989.

1.1% of final average monthly compensation up to
the integration level plus 1.45% of the final
average monthly compensation in excess of the
integration level, times years of credited service
(maximum of 35 years).

For plan years after 1989, the integration level
equals $1,400 multiplied by a fraction equal to the
current year Taxable Wage Base divided by $48,000.
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I. Introduction

The purpose of this report is to present certain financial information in accordance with IFASB
Accountng Standards Codification (ASC) 715-30 (formerly FAS 87).

This report was based on information submitted to our firm in the form of payroll and asset data, as
well as ancillary material pertaining to the Plan. 1n addition, the actuarial assumptions as to weighted-
average discount rate, tate of increase in compensation levels, and expected long-term rate of rewrn
on plan assets described in Section IV of this report were supported by the plan sponsor and its

auditors.

Actuarial computations under FASB ASC 715-30 are for purposes of fulfilling employer accounting
requirements. The calculations reposted herein have been made on a basis consistent with our
understanding of FASB ASC 715-30. Determinations for purposes other than meeting employer
financial accounting requirements may be significantly different from the results reported herein,
Accordingly, additional determinations are needed for other purposes, such as judging benefit
security at termination or adequacy of funding for an ongoing plan.

The Net Periodic Pension cost has been determined to be $1,333,166 for the Fiscal Year linding
December 31, 2010. The assumptions used to determine the Net Periodic Pension Cost include a
discount rate of 5.75% and are illustrated in Section IV.

Z // & A)—ff/ o AT L B AT g e

Date Mark B. Magnus, A.S.A., Enroffed Acruary
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II. DETERMINATION OF NET PERIODIC PENSION COST
FISCAL YEAR ENDING DECEMBER 31, 2010

1. Employer Service Cost
a) Amount at beginning of year
b) Interest

c) Total service cost (a)+(b)

2. Interest Cost
a) Projected Benefit Obligadon (PBO)
at beginning of year
b) Expected distributions
¢) Average expected PBO
d) Discount rate

e) Interest cost {c)x(d})

3. Expected return on assets
2y Market-related value at beginning of year
b) Expected distributions
¢) Total expected contributions
d) Expected expenses
€) Average market-related value of assets
f) Long term rate of return

g) Expected return (e)x(f)

4. Amortization of Transition {Asset) or Obligation

- Attachment A

5. Amortization of Prior Service Cost

- Attachment B

6. Amortization of (Gain) or Loss

-Attachment C-2, end of year

7. Net Periodic Pension Cost

(19)+{2e)-(3g)+(H+(3)+(6)

Page 2

$1,726,786
99,290
1,826,076

80,513,650

4,576,441
78,034,744
5.75%
4,486,998

72,999,407

4,576,441
0

0

70,520,501
8.25%

5,817,941

264,947

573,086

$1,333,166
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Attachment A

AMORTIZATION OF TRANSITION OBLIGATION (ASSET)

Fiscal Year
Ending

Unrecognized

Amount -

Beginning of year

Amount
Recognized

Unrecognized
Amount -
End of year

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038

Q0 0 o0 o Cc o o o oo o o
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Attachment B

AMORTIZATION OF PRIOR SERVICE COST

1. Amendment #1
2. Amendment #2
3. Amendment #3
4, Amendment H4

5. Amendment #5

Total

Date
Established

1/1/1995
1/1/2000
1/1/2001
1/1/2001
1/1/2003

Summary for Fiscal Year Ending 12/31/10
Beginning Amount End of Year
of Year Recognized Balance
Balance
77,991 41,951 36,040
661,873 105,108 556,765
559,439 75,846 483,593
300,201 40,700 259,501
13,083 1,342 11,741
1,612,587 264,947 1,347,640
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Attachment C-1

CALCULATION OF (GAIN) OR LOSS

1. Net actuarial (gain) or loss from December 31, 2009 disclosure $27,455,977

2. PBO frotn December 31, 2009 disclosure 80,256,264

3. Fair value of plan assets from December 31, 2009 disclosure 62,185,854

4. PBO as of January 1, 2010 80,513,650

5. Fair value of plan assets as of January 1, 2010 61,891,998

6. (Gain)/Loss (1)-(Q+(3)+{@)-(5) ——- 28,007,219
Page 5
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Attachment C-2

(GAIN) OR LOSS SUBJECT TO AMORTIZATION

1.{(Gain)/loss-Attachment C-1 line 6

2. PBO - Attachment C-1line 4

3.{Gain) or loss not reflected

in market-related value

a) Fair value
b) Market-related value

<) Amount not reflected in (b)

@-()

4. {Gain) or loss subject to amortization

(D+@e)

5. Greater of (2) or (3b)

6. 10% of (5)

7. (Gain) or loss subject to amortization

excess of (4) over (6)

8. Average future service of partcipants

expected to receive benefits

9. Amortization amount (7)/(8)

Fiscal Year Ending

December 31, 2010

$28,007,219

80,513,650

61,891,998
72,999,407
(11,107,409)

16,899,810

80,513,650

8,051,365

8,848,445

15.44

$573,086
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TV. ACTUARIAL ASSUMPTIONS

For determining the Net Pertodic Pension Cost
for the Fiscal Year Ending December 31, 2010

Measurement Date: December 31, 2009

Discount Rate: 5.75%

Annual Rate of Increase 4.00%
in Compensation:

Expected Long Term Rate of Return 8.25%
on Plan Assets:

Mortality: 7 1994 GAM

Turnover:

Rates vary by age and sex.

Representative rates:

Age Male Female

25 7.2% 15.1%

40 1.6% 2.1%

55 0.3% 0.4%
T'axable Wage Base Increase: 3.25%
Cost of Living Increase: 3.25%
Expenses: None

Page 7
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V. DEFINITIONS

Discount Rate. This Discount Rate reflects the rate used to adjust for the time value of money.

It should reflect the rates at which the pension benefits could effectvely be settled.

Expected Long Term Rate of Return on Plan Assets. This is an assumpton concerning
the rate of return on plan assets. The product of the Expected Long Term Rate of Return on
Plan Assets and the plan's assets is applied as a credit towards the current year's net periodic

pension cost.

Gain or Loss. Gains and Losses measure the difference between actual experience
and that assumed. Under ASC 715 the impact of changes in actuarial assumptions is

also measured as a Gain or Loss.

Fair Value of Plan Assets. The market value of assets.

Measurement Date. The date at which plan assets and obligations are measured.

Net Transition (Asset) Obligation. The excess(deficit) of the PBO over the Fair Value of
assets (adjusted for previously recognized accrued or prepaid pension costs) as of the date of
initial compliance with ASC 715.

Prior Service Cost. This is the amount of change in the Projected Benefit Obligation due to

amendments to the plan.

Projected Benefit Obligation (PBO). This represents the present value of pension benefits

based on service earned to date and expected future increases in salary. Itis comparable to

accrued liability used in determining the plan's funding levels under ERISA.
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V. DEFINITIONS (continued)

Net Periodic Pension Cost. This represents the pension expense for the fiscal year. The

Net Perodic Pension Cost consists of the following:

(1) Service Cost. The Service Cost represents the value of benefits earned each year. This
is comparable to the normal cost used in determining funding levels under ERISA.
(2) Interest Cost. The Interest Cost equals the product of the Discount Rate and the
Projected Benefit Obligation adjusted for benefit payments expected during the year.
(3) Return on Plan Assets. The Return on Plan Assets is the product of the
Expected Long Term Rate of Return on Plan Assets and the Fair Value of Plan
Assets adjusted for contributions and benefit payments expected during the year.
This component represents a credit which reduces the Net Periodic Pension Cost for

the year.
(4) Amortization of Unrecognized Gain or I.oss. Amortization payments are included

in the Net Periodic Pension Cost to systematically recognize cumulative Gains and Losses

that are unrecognized as they occur.

(5) Amortization of Unrecognized Prior Service Cost. This is the amortization of

increases or decreases in the Projected Benefit Obligation due to amendments to the plan.
(6) Amortization of Unrecognized Net Obligation or Asset at Transition. This

represents the amortization of the Net Obligation(Asset) that existed at transition in the

initial year of ASC 715 compliance.

Projected Unit Credit Cost Method. Under this method, the benefit for each participant is
projected to retirement and a pro-rata part of this benefit is then assigned to each year of
service from hire date to the participant’s retirement date. The Service Cost for each participant
is the present value of the pro-rata benefit assigned to the current year. The Service Cost for
the Fiscal Year is equal to the sum of the individual Service Costs for all participants. This
method is required to be used in all calculations under ASC 715.
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MDU Resources Group, Inc.
Pension Plan for Non-
Bargaining Unit Employees

Actuarial Valuation as of
January 1, 2011
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Executive Summary

January 1,2011 Janwary 1, 2010

Contribution Range

Minimum Required $4,785,451 $3,403,455
Contribution {as of 1/1/2011) {as of 1/1/2010)
Maximum Deductible $89,940,417 $85,596,456
Contribution
Credit Balances
Carryover Balance $0 $0
PreFunding Balance 50 $17,980
Total $0 $17,980
Assets and Liabilities
Target Normal Cost $85,000 $115,000
Funding Target $128,364,882 $122,979,285
Actuarial Value of Assets $102,691,906 $98,987.472
Funding Target Attainment 80.00% 80.47%
Percentage
Market Value of Assets $110,469,284 $93,420,736
Estimated Rate of Return on 14.30% 20.31%
Market Value of Assets
Census Information
Active Participants 416 441
Terminated Vested Participants 56 55
Retirees and Beneficiaries 546 549
Total 1,018 1,045
Assumptions

Interest Discounting Aungust 2010 August 2009

Segment Rates Segment Rates
Effective Interest Rate 6.24% 6.65%
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Executive Summary

Changes in Plan Provisions Since Prior Valuation
There have been no changes in plan provisions since the prior valuation.

Changes in Actuarial Assumptions and Methods
The interest rates and mortality were updated to comply with the plan’s funding method.

In addition, the ASC 960 interest rate and mortality table were changed to 7.75% (from 8.00%)

and RP 2000 Mortality Table projected to 2010 (from 1994 Group Annuity Table), respectively.

Summary of Other Significant Changes

We are not aware of the occurrence of any other significant event that would have a material
effect on this valuation.

Prepared by New York Life Retirement Plan Services
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Executive Summary

Quarterly Contribution Requirement and Recommended
Contribution Schedule for 2011

The plan is subject to the quarterly contribution requirement for the 2011 plan year. In order to
avoid late interest penalties and potential notifications to the PBGC and participants, the
following schedule of contributions should be followed:

Due Date (On or Before) Contribution
April 15, 2011 $855,359
July 15, 2011 $855,359
October 15, 2011 $855,359
January 15, 2012 $855,359
September 15, 2012 $1,660,739
Total $5,082,175

Estimated Quarterly Contribution Requirement for 2012

The plan will be subject to the quarterly contribution requirement for the 2012 plan year. Based
upon 2011 actuarial valuation results, the estimated quarterly contribution required for the 2012
plan year will be $1,196,363. A contribution in this amount must be made on or before April 15,
2012, July 15, 2012, October 15, 2012 and January 15, 2013. Once the 2012 actuarial valuation
is complete, we will communicate the final contribution requirements for the 2012 plan year.

Funding Policy Contribution

The plan sponsor’s funding policy is to contribute the amount to meet the minimum funding
requirements of Internal Revenue Code Sections 412 and 430. From time to time, and with
regard to their cash and tax position, the plan sponsor may contribute an amount above the
minimum required contribution.

Actuary’s Commentary

At-Risk Status

The plan is not “at-risk” for the 2011 plan year since the 2010 Funding Target Attainment
Percentage (FTAP) of 80.47% is at least 80%. The plan will not be “at-risk” in 2012 since the
2011 FTAP of 80.00% is at least 80%.

Prepared by New York Life Retirement Plan Services
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Actuarial Certification

This report presents the results of the actuarial valuation as of January 1, 2011 for the MDU
Resources Group, Inc. Pension Plan for Non-Bargaining Unit Employees. The purpose of this
report is to review the plan’s experience for the prior year and to provide the plan sponsor with
an acceptable range of contributions for the plan year in accordance with ERISA and the Internal
Revenue Code.

This report is not an AFTAP certification, nor should it be relied upon for any other purpose
by any party other than the plan sponsor.

This valuation has been conducted in accordance with generally accepted actuarial principles and
practices. In preparing the results presented in this report, we have relied upon information
provided to us regarding plan provisions, plan participants and plan assets. We have reviewed
this information for overall reasonableness, but we have not audited this information. The
accuracy of the results presented in this report is dependent upon the accuracy and completeness
of the underlying information.

The assumptions for interest and mortality are mandated by the Internal Revenue Service, All
other assumptions have been selected by New York Life Retirement Plan Services, with
concurrence of the plan sponsor, and are considered to be reasonable and within the “best-
estimate range” as described by the Actuarial Standards of Practice.

The information contained in this report was prepared for the internal use of MDU Resources
Group, Inc. and its auditors in connection with our actuarial valuation of the MDU Resources
Group, Inc. Pension Plan for Non-Bargaining Unit Employees. It is neither intended nor
necessarily suitable for other purposes.

The Consulting Actuary is a member of the Society of Actuaries, member of the American
Academy of Actuaries and other professional actuarial organizations and meets their “General
Qualifications Standard for Prescribed Statements of Actuarial Opinion” relating to pension
plans.

April 28, 2011 Mol /3 MW

Date Mark B. Magnus, ASA, MAAA, Enrolled Actuary
Enrclled Actuary No. 11-02866
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Plan Assets

I. Asset Valuation Method

IRC Section 430(g) provides that plan assets be valued at either their fair market value on the
valuation date or at the “average” value of assets on the valuation date. Under this average
value, the value of plan assets is set equal to the average of the fair market value of assets on the
valuation date and the adjusted fair market value of assets (including expected earnings)
determined for one or more earlier determination dates (up to a 2-year limit). The resulting
average value must be constrained so that it falls between 90 and 110 percent of the fair market
value of plan assets on the valuation date.

Contributions for a prior plan year that are made after the beginning of this plan year must be
adjusted for interest at the effective interest rate under Section 430(h)(2). This contribution
adjustment requirement is effective beginning for contributions for the 2008 plan year.
Contributions for the 2007 plan year made in 2008 are not adjusted for interest.

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging
method.

IlI. Contributions for Plan Year Beginning January 1, 2010

Date Amount

April 15,2010 769,823
July 15, 2010 769,823
October 15, 2010 769,823
January 14, 2011 769,823
March 28, 2011 10,421,233
Total: $13,500,525

Prepared by New York Life Retirement Plan Services Page 2



Plan Assets

I11. Market Value of Assets as of January 1, 2011

Fair Market Value

Wells Fargo Unitized Assets 98,709,946

Cash 642,368

TOTAL $99,442 314

Discounted Receivable Contributions® $11.026,970
MARKET VALUE OF ASSETS AS

OF JANUARY 1, 2011 $110,469,284

% OF TOTAL

99.35%
0.65%

100.00%

*Contributions for the 2010 Plan Year that are made after December 31, 2010 are discounted

back to January 1, 2011 at the 2010 Effective Interest Rate of 6.65%

Prepared by New York Life Retirement Plan Services



Plan Assets

IV. Reconciliation of Market Value of Assets

1.

2.

Market Value of Assets as of January 1, 2010
Contributions Made During Calendar Year
Interplan Transfers

Investment Income

. Benefit Payments

Administrative Expenses

Market Value of Assets as of December 31, 2010
{14+2434+445+6)

Estimated Gross Rate of Return on Assets:

$91,596,451
3,871,657
301,041
12,786,963
(9,031,651}
(82,147)

$99,442.314

14.30%

The estimated rate of return is based on the time weighting of contributions, benefit
payments and expenses

Prepared by New York Life Retirement Plan Services
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Plan Assets

V. Actuarial Value of Assets
1. Market value of assets, January 1, 2011

2. Prior year gains/(losses):
(a) Asset gain/(loss) for year-2
(i) Initial asset gain/(loss)
(ii) Weight
(iti) Unrecognized amount: (i)x(ii)
(b) Asset gain/(loss) for year-1
(i) Initial asset gain/(loss)
(ii)) Weight
(iti) Unrecognized amount: (i)x(ii)

3. Total amount unrecognized: sum of (2)(iii)
4. Preliminary actuarial value: (1)-(3)

5. Market value corridor override

(a) Lower bound: 0.9 x(1)
(b) Upper bound: 1.1 x(1)
(¢) Adjustment to corridor

6. Actuarial assets, January 1, 2011: (4)+(5)(c)

Prepared by New York Life Retirement Plan Services

$110,469,284

10,013,017
0.333
3,337,672

6,659,559
0.667
4,439,706
7,777,378
102,691,906
99,422,356
121,516,212

0

$102,691,906



Plan Assets

V1. Development of Asset Gain/(Loss)

1. Development of 2009 Gain/(Loss)

(a) Expected Return on Assets

(b) Market Value at January 1, 2009
(c) Benefit Payments and Expenses
(d) Expected Return at 6.69% Interest

(i) Market Value 5,465,690
(1i1) Benefit Payments (292,354)
(iii) Contributions 98.850
(iv) Total

(e) Actual Return on Market Value

() Gain/(Loss): (e)-(d)(iv)

2. Development of 2010 Gain/(Loss)

(a) Expected Return on Assets

(b) Market Value at January 1, 2010

(c) Benefit Payments and Expenses

(d) Expected Return at 6.82% Interest
(i) Market Value 6,351,253
(ii) Benefit Payments (295,559)
@iii) Contributions 71,710

(iv) Total
(e} Actual Return on Market Value
() Gain/(Loss): (e)-{d)(iv)

Prepared by New York Life Retirement Plan Services

6.69%
$81,699,395
(8,883,828)

5,272,186
15,285,203
$10,013,017

6.82%
$93,126,880
(8,812,757)

6,127,404
12,786,963
$6,659,559
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Credit Balances

With the enactment of the Pension Protection Act of 2006, credit balances were maintained;
however, they were bifurcated into the following two categories:

1. The credit balance, if any, as of the end of the 2007 plan year establishes the Carryover
Balance; and

2. Contributions made on or after the 2008 plan year in excess of minimum funding
requirements will be credited to the Prefunding Balance.

Maintaining credit balances is elective. Plan sponsors may “waive” some or all of the Carryover
Balance or Prefunding Balance in order to avoid asset reductions for purposes of determining:

whether the plan is “at-risk”,

the Funding Target Attainment Percentage,
the Shortfall Amortization Base, and
whether benefit restrictions apply

Ealh o e

If the credit balances are to be waived, the Carryover Balance must be waived first prior to any
waiver of the Prefunding Balance.

After 2007, interest on the Carryover and Prefunding Balance will be credited at the rate
determined on the actual return on the market value of plan assets.

Credit balances may be used toward the current year’s minimum funding requirement only if, for
the prior year, the Actuarial Value of Assets less the Prefunding Balance is greater than 80% of
the “not-at-risk” Funding Target. If the Credit Balances are going to be used as an offsei to the
Minimum Funding Requirement, the Carryover Balance must be used first prior to the use of the
Prefunding Balance.

Prepared by New York Life Retirement Plan Services Page 7
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Credit Balances

Detailed below is the development of the Credit Balances as of the beginning of the 2011 plan

Page 8

year:
1. Funding Standard Carryover Balance (FSCB)
(a) FSCB as of January 1, 2010 after waivers 0
(b) FSCB applied to minimum required contribution 0
(©) Remaining FSCB as of January 1, 2010: (a)—(b) 0
(d) Rate of return on plan assets during plan year 2010 14.30%
(e) Interest on (c) : (c)x{d) 0
) FSCB as of January 1, 2011: (c)+(e) 0
(2) Waived FSCB 0
(h) FSCB as of January 1, 2011 after waivers: (f)-(g) 50
2. Prefunding Balance (PFB)
(a) PFB as of January 1, 2010 after waivers 17,980
(b) PFB applied to minimum required contributions 0
(©) Remaining PFB as of January 1, 2010: (a)~(b) 17,980
(d) Rate of return on plan assets during plan year 2010 14.30%
(e) Interest on (c): (c)x(d) 2,571
§3)] Excess contributions
i) Employer contributions discounted to BOY 12,570,846
(ii)  Preliminary minimum required contribution (MRC} 3,421,435
(iii)  Credit balances applied to MRC 0
(iv)  Excess: (1)-(ii)+(iii), min zero 9,149,411
) Excess above MRC: (1)-(ii), min zero 9,140,411
(vi)  Excess due to use of credit balances: (iv)-(v) 0
(vii) Effective rate 6.65%
(viii) Interest on excess contributions: (v)x(vii)+(vi)x(d) 608,436
(ix)  Total available to add to PFB: (iv)+(viii) 9,757,847
(x) Portion of (ix) added to PFB 0
(2) PFB as of January 1, 2011: (c)+(e)+(f)(x) 20,551
(h) Waived PFB 20,551
63) PFB as of January 1, 2011 after waivers: (g)-(h) $0
Prepared by New York Life Retirement Plan Services
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Credit Balances

The following chart details what, if any, portion of the Credit Balances will be waived for 2011:

1. Waived credit balance(s) to avoid benefit restrictions
(a) Preliminary Adjusted Funding Target Attainment Percentage
(AFTAP) before waivers
i) Actuarial assets $102,691,906
(i1) Funding Standard Carryover Balance (FSCB) 0
(i)  Prefunding Balance (PFB) 0
(iv)  Not-at-risk funding liability 128,364,882
(v) Non-HCE annuity purchases in last 2 years 0
(vi)  Preliminary AFTAP prior to benefit restriction waivers:
()-(D)-({)+VAEVIH(v)) 80.00%
(vil) Funded Ratio: (i)/(iv) 80.00%
(b) Transition percentage 100.00%
(©) Credit balance(s) waived to avoid benefit
restrictions, if possible 0
(d) Preliminary AFTAP after benefit restriction waivers
(1) FSCB after benefit restriction waivers 0
(i) PFB after benefit restriction waivers 0
(1i1)  Preliminary AFTAP after benefit restriction waivers:
if (a)(vii)>=(b), ((a)(i)+()(V))/((a)(iv)+(a)(v}),
else ((a)()-G)-Gi)y+@)(vV)((a)Av)+@)(v)) 80.00%
2. Waived credit balance(s) to avoid At-Risk status
(a) Not-at-Risk Funding Target Attainment Percentage
(NAR FTAP) before waivers 10 avoid At-Risk status:
(@@-(I(@E)-(1d)ADM(1)(a)iv) 80.00%
(b) At-Risk Funding Target Attainment Percentage
(AR FTAP) before waivers to avoid At-Risk status
(i) At-risk funding liability 147,044,121
(i1) Preliminary AR FTAP:
(D(@)D)-(1)@)D-(ID)))/ () 69.83%
(c) Funding Target Benefit percentage for following year 80.00%
(d) At-Risk in following year?
Yes if (a)<(c), (b)(i1)<70%, and >500 participants No
(e) Credit balance(s) waived to avoid At-Risk
status, if possible 0
H FTAPs after waivers
) FSCB after waivers 0
(i1) PFB after waivers 0
(i) NAR FTAP: ((1)(a)(D)-@)-Gn) (1) @)(iv) 80.00%
(iv) AR FTAP: ({(1)}(a)(d)-(1)-(i1))/(b)(1) 69.83%
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Funding Target

In accordance with Section 430(d) of the Internal Revenue Code, the Funding Target is the
present value of all benefits accrued or earned under the plan as of the beginning of the plan

year.

The Funding Target for plans that are *“not-at-risk” is determined based on the following:

o Interest discounting is mandated through use of a segmented yield curve based on high-
quality (AAA,AA,A) corporate bond yields. The three segments include benefits
expected to be paid over the next 5 years, between years 5 and 20 and after year 20. The
segmented yield curve is based on a 24-month unweighted average and there is an
optional 3-year phase-in from the prior discounting basis beginning in 2008. There is
also an optional lookback period up to 4 months prior to the beginning of the plan year.
Alternatively, plan sponsors may elect to use the full yield curve in lieu of the segmented
rates. The full yield curve, however, represents the rates for one month as opposed to the
24-month average.

e The mortality assumption is mandated by the IRS. The table is based upon the RP-2000
Mortality Table with separate tables for annuitant and non-annuitant mortality. Plan
sponsors may use either the table with static projections or a table with generational
projections. The static projection table projects non-annuitant mortality rates (i.e., prior
to benefit commencement) 15 years beyond the valuation year and annuitant mortality
rates (i.e. after benefit commencement) 7 years beyond the valuation year. The
generational projection table projects mortality rates (annuitant and non-annuitant) to ail
future years. All projections are performed using Scale AA.

e Assumed utilization of lump sums, if applicable, is reflected.

o All other assumptions that are individually reasonable and, in combination, offer the
enrcled actuary’s best estimate of anticipated experience.

A plan is considered to be “at-risk” for the current plan year if it meets all of the following
requirements:

e The Funding Target Attainment Percentage for the prior plan year is less than 80%

® As of the prior plan year, the Actuarial Value of Assets less any Credit Balances is less
than 70% of the “at-risk” Funding Target

e Total participants in all defined benefit plans sponsored by the employer (or any member
of the employer’s controlled group) is greater than 500.

" The 80% threshold is phased-in over 4 years. For plan years beginning in 2008, 2009 and 2010, 80% is replaced
by 63%, 70% and 75%, respectively. In accordance with IRS Proposed Regulation §1.436-1, Current Liability for
the 2007 plan year replaces Funding Target to determine the Funding Target Attainment Percentage for the 2007

plan year.
™ Determined without regard to the expense load
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Funding Target

The Funding Target for a plan that is “at-risk” 1s determined using the following additional
mandated assumptions:

e Participants who will be eligible to elect benefits in the next 10 years will assume to do
so at their earliest eligibility date

e Participants are assumed to elect the most-valuable form of benefit

e If a plan has been in “at-risk” status for at least 2 of the 4 preceding plan years, a loading
factor is added equal to $700 per participant plus 4% of the “not-at-risk” Funding Target

e In no event shall the “at-risk” Funding Target be less than the “not-at-risk” Funding
Target

If a plan is deemed to be *“at-risk”, the Funding Target for purposes of determining the

contribution requirement will be based upon a 5-year “phase-in” of the “at-risk” Funding Target.
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Funding Target

Development of Funding Target

1. More than 500 participants in controlled group in prior year? Yes
2. Prior year funding target attainment percentage
(a) Not-at-risk liability 80.47%
(b) At-risk liability 69.59%
3. Funding target benchmark percentage 80.0%
4. At-risk status
(a) Current year: If (1) and
(2)(a)<(3) and (2)(b)<70% No
(b) Year-1 No
(c) Year-2 No
(d) Year-3 No
{e) Year-4 No
(H At-risk current year and 2 of preceding
4 years? (If yes, loads apply) No
5. Not-at-risk funding liability
(a) Funding liability
(i) Retirees and benef. receiving payments 77,211,741
(it) Terminated vested participants 2,341,255
(iii) Active participants, vested liability 48,811,886
(iv) Active participants, total liability 48,811,886
(v) Total liability: (i)+(ii)+(iv) 128,364,882
(b) Normal cost before adjustments 0
(c) Expenses included in Normal Cost 85,000
(d) Normal cost: (b)+(c) 85,000
Prepared by New York Life Retirement Plan Services
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Funding Target

6. At-risk funding liability
(a) At-risk funding liability

(i) Retirees and benef. receiving payments 77,211,741

(i) Terminated vested participants 2,896,476

(iif)  Active participants, vested liability 66,935,904

(iv)  Active participants, total liability 66,935,904

(v)  Total liability: (Q)+(i1)+@{v) 147,044,121
(b) Number of plan participants 1,018
(¢)  Per-participant load: $700 x (b) N/A
(d) Liability load: 4% of (5)(a)(v) N/A
(e) At-risk funding target:

(a)(v)+{c)+(d), not less than (5)}(a)(v) 147,044,121
) Preliminary at-risk normal cost

(adj. for expenses) 85,000
(g) Normal cost load: 4% of (5)(b) N/A
(h) At-risk normal cost:

(fy+(g), not less than (5)(d) 85,000

7. Funding target

(a) Number of consecutive years at-risk (max 5) 0
(b) Transition percentage: 20% x (a) 0.0%
(c) Funding target: (5)(a)(v)+[(b)x((6)(e)-(5)(a)(v))] 128,364,882
(d) Target normal cost:

(3)(A)+[BIX(6)N)-(5H)] 585,000

Prepared by New York Life Retirement Plan Services
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Development of Shortfall Amortization Charge

In accordance with Section 430(c) of the Internal Revenue Code, the Shortfall Amortization
Charge for any plan year is the aggregate total (not less than zero) of the shortfall amortization
nstallments for such plan year with respect to the shortfall amortization bases for the current

plan year and 6 preceding plan years.

In the initial year of application of PPA, the Shortfall Amortization Base is equal to the initial
Funding Shortfall. In subsequent years, a Shortfall Amortization Base is created equal to that
year’s Funding Shortfall less the present value of remaining Shortfall Amortization Installments.

If the Actuarial Value of Assets reduced by the Prefunding Balance is greater than or equal to the
Funding Target for a plan year, the plan is exempt from establishing a Shortfall Amortization

Base.

The Worker, Retiree and Employer Recover Act of 2008 provided transition relief for certain
eligible plans” with regard to establishing a Shortfall Amortization Charge. For these plans, only
the amount by which the assets (as reduced by the Credit Balance) are less than 92% of the
Funding Target need be established as a Shortfall Amortization Base in 2008. This percentage
increases to 94% in 2009, to 96% in 2010 and is then 100% in 2011 and beyond.

In any year in which the Funding Shortfall is zero, all Shortfall Amortization Bases are
considered fully amortized.

" To be eligible for this transition relief, the plan must have been exempt from the Additional Funding Charge rules
in the 2007 plan year.
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Development of Shortfall Amortization Charge

1st segment rate
2nd segment rate

Funding target

Adjusted plan assets

(a) Actuarial assets

(M Funding Standard Carryover Balance

(c) Prefunding Balance (PFB)

(d) Adjusted assets: (a)-(b)-(c), not less than 0

Funding shortfall: (2)-(3)(d), not less than 0

Current shortfall amortization installments

(a) Annual installments
@) Year -1 base (6 years remaining)
(ii))  Year -2 base (5 years remaining)
(iii)  Year -3 base (4 years remaining)
(iv)  Year -4 base (3 years remaining)
) Year -5 base (2 years remaining)
(vi)  Year -6 base (1 years remaining)

(b) Total annual installments

(c) Present value of annual installments
() Year -1 base (6 years remaining)
(ii)  Year -2 base (5 years remaining)
(iti)  Year -3 base (4 years remaining)
(iv)  Year -4 base (3 years remaining)
W) Year -5 base (2 years remaining)
(vi)  Year -6 base (1 years remaining)

(d) Total present value of annual installments

Exemption from new shortfall amortization base

(a) Target liability percentage

(b) Shortfall funding target: (2)x(a)

(c) Prefunding Balance if used to reduce the
Minimum Required Contribution, else 0

(d) Exempt?: {(3)(a)-(c)]>=(b)

3.78%
6.31%

$128,364,882

102,691,906
0
0
102,691,906

25,672,976

2,484,016
822,419

0

0

0

0
3,306,435

13,376,975
3,823,257
0

0

0

0
17,200,232

100.00%
128,364,882

0
No
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Development of Shortfall Amortization Charge

1. Shortfall amortization base
(a) Adjusted funding shortfall:
(6)(b)-(3)(d), not less than 0 25,672,976
(b) New current year base:
(a)-(5Xd), or 0 if exempt 8,472,744
(c) New 7-year installment amount 1,394,016
8. Shortfall amortization charge:
(5)b)+(7)(c), not less than O $4,700,451
Prepared by New York Life Retirement Plan Services Page 16
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Minimum Required Contribution

If the Actuarial Value of Assets reduced by the Credit Balances is less than the Funding Target,
then the Minimum Required Contribution for such plan year shall be the sum of the Target
Normal Cost and the Shortfall Amortization Charge.

If the Actuarial Value of Assets reduced by the Credit Balances is greater than the Funding
Target for a year, then the Minimum Required Contribution for such plan year shall be the
Target Normal Cost less the excess of adjusted assets over the Funding Target, but not less than
$0.

Quarterly contributions are required if the Funding Shortfall was greater than $0 on the prior
valuation date. If applicable, the quarterly contribution is due on or before the 15" day following
the end of each quarter. If the quarterly contribution is not made on time, late interest is charged
at the Effective Interest Rate plus 5%. If applicable, the quarterly contribution amount is 25% of
the lesser of 90% of the current year’s minimum required contribution or 100% of the prior
year’s minimum required contribution.

Contributions can be made up to 8%2 months after the end of the plan year for such plan year. All
contributions will be discounted back to the valnation date with interest at the Effective Interest
Rate, including contributions made after the end of the plan year, to determine whether the
Minimum Required Contribution has been satisfied.

If the plan sponsor fails to pay the minimum required contribution by 8% months after the end of
the plan year, the plan sponsor will be required to pay a 10% excise tax under IRC Section 4971
on the amount of any unpaid minimum required contributions. This tax can increase to 100% if
the unpaid minimum required contribution is not corrected in subsequent plan years.
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Minimum Required Contribution

Summary of Minimum Required Contribution:

1. Effective interest rate 6.24%
2. Target normal cost $85,000
3. Shortfall amortization charge 4,700,451
4. Credit for excess assets
(a) Adjusted Assets 102,691,906
(b) Funding Target 128,364,882
(©) Excess assets: {(a)-(b), not less than 0 0
5. Preliminary minimum required contribution (MRC):
(2)+(3)-(4)(c), not less than 0 4,785,451
6. Credit balances
(a) Eligible to apply against MRC?: Yes if for prior
year, assets minus prefunding balance >= 80% of
not-at-risk funding target Yes
(b) Funding Standard Carryover Balance (FSCB) 0
(c) Elected to apply FSCB against MRC? Yes
(d) Prefunding Balance (PFB) 0
(e) Elected to apply PFB against MRC? Yes
(f) Balances eligible to apply against MRC:
(b)+(d) if eligible and elected 0
7. MRC adjusted for credit balances:
(5)-(6)(f), not less than 0 4,785,451
8. Regquired quarterly contributions
(a) Quarterlies required?: Yes if prior year
funding shortfall Yes
(b) Prior year minimum required contribution 3,421,435
© Current year MRC: (5) 4,785,451
(d) Required annual payment:
lesser of (b) and 90% of (c), if applicable 3,421,435
(e) Required installment: 25% of (d) $855,359
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Schedule of Contributions

The plan’s “Effective Interest Rate” for any particular plan year is the single rate that, if used to
discount the plan’s expected benefit payments, would produce the same Funding Target that the
Segment Rates produce. The Effective Interest Rate is the rate at which interest is charged on
contributions until the date they are actually made.

The Effective Interest Rate for the 2011 Plan Year is: 6.24%
The Minimum Required Contribution as of January 1, 2011 is: $4,785,451
The Plan is subject to the quarterly contribution requirement for the 2011 plan year. The
following table provides the contribution schedule that meets the quarterly installment

requirements, if applicable, as well as satisfies the Minimum Required Contribution requirement
when discounted back to January 1, 2011 at the 2011 Effective Interest Rate:

Date Contribution
April 15, 2011 $855,359
July 15, 2011 $855,359
October 15, 2011 $855,359
Januvary 15, 2012 $855,359
September 15, 2012 $1,660,739
Total $5,082,175

Preliminary Contribution Schedule for the 2012 Plan Year

Since there is a Funding Shortfall in 2011, the Plan will be subject to the quarterly contribution
requirement for the 2012 plan year. The amount of the 2012 quarterly installments will be no
greater than $1,196,363 and each will be due on or before April 15, 2012, July 15, 2012, October
15, 2012 and January 15, 2013.
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Maximum Deductible Contribution Limit

Contributions to a qualified pension plan may be deducted for tax purposes, subject to limitations
contained in Section 404(a) of the IRC. If the plan sponsor's taxable year and plan year coincide,
the limit for a taxable year is the maximum amount for the coinciding plan year. Otherwise, the
limit for the taxable year is the maximum amount with respect to either the plan year that
commences or the plan year that ends in the taxable year (or a weighted average of the respective
maximum amounts). Once the method for matching plan years to taxable years is established, it
may not be changed without prior approval from the IRS.

For a contribution to be deductible in a particular taxable year, the contribution must be made
during the taxable year or not later than the time for filing a tax return, which is the 15th day of
the third month following the end of the taxable year. A later contribution may be deductible if
the IRS has granted an approval to extend the deadline for filing the tax return.

Any contribution in excess of the tax-deductible limit for a taxable year may not be deducted in
that year, even though the sponsor may have taken deductions in previous years that were less
than the applicable tax-deductible limits. Contributions in excess of the tax-deductible limit may
be deducted in succeeding taxable years, but may be subject to a 10% excise tax under Section
4972 of the IRC. The amount (if any) of the excess that may be deducted in a later year may not
exceed the tax-deductible limit for that year minus the amount contributed in such later year.

For purposes of this report, the following assumptions have been made:

e The tax year begins January 1, 2011 and ends on December 31, 2011; and
e Historically, the deductibie limit has been established based upon the plan year beginning
in this tax year.

Since the tax-deductible contribution is dependent upon the relationship between the taxable
year and the plan year and previous tax deductions, we recommend that you consult with your
tax advisor with respect to the tax treatment of contributions to the plan.

In accordance with IRC Sections 404(a) and 404(0), the maximum deductible contribution for a
limitation year shall be the greatest of:

a) Target Normal Cost plus 150% of the Funding Target” less the Actuarial Value of Plan
Assets

b) Minimum Required Contribution

c) If aplanis not “at-risk”, the Target Normal Cost and Funding Target (both determined as
if the plan were “at-risk™) less the Actuarial Value of Plan Assets.

" The Funding Target for this purpose is determined including compensation increases after the current plan year (if
the plan is pay-related) or including schedule benefit increases
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Maximum Deductible Contribution Limit

Summary of Maximum Tax Deductible Contribution

Funding target
Target normal cost

Cushion amount
(a) 50% of funding target: 50% of (1)
()] Expected benefit increases
1) Not-at-risk maximum liability
(i) At-risk maximum liability
(iii)  Per-participant load
(iv)  Liability load: 4% of (i)
v) At-tisk target:
(i1)+(iii)+(iv), not less than (1)
(vi)  Transition percentage
(vii) Maximum funding target:
O+HIvDx((v)-(D)]
(c) Cushion amount: (a)+(b)(vii)-(1)

Actuarial value of assets

Preliminary limit:

$128,364,882

85,000

64,182,441

128,364,882
147,044,121
N/A
N/A

147,044,121
0.00%

128,364,882
64,182,441

102,691,906

(D)+(2)+(3)(c)-(4), not less than O 89,940,417
Maximum if not at-risk
(a) At-risk funding liability 147,044,121
(b At-risk normal cost (incl. expenses) 85,000
{(c) Maximum if not at-risk:

(a)+(b)-(4), not Iess than O 44 437 215
Minimum required contribution 5,082,175
Maximum tax deductible contribution:
max of (5),(6) and (7) $89,940,417
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Supplementary Exhibits
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PBGC Premiums

ERISA established the Pension Benefit Guaranty Corporation (PBGC), under the jurisdiction of
the Department of Labor, to guarantee most vested retirement benefits and certain disability and
survivor pensions.

PBGC guarantees are limited. For example, the PBGC does not guarantee benefits that had not
vested prior to the plan termination or benefits for which all age, service, or other requirements
had not been met at the time the plan terminates. Further, benefit increases and new benefits that
have been in place for less than a year are not guaranteed, and those that have been in place for
less than 5 years are only partly guaranteed. The maximum guaranteed benefit under a plan
terminating in 2011 payable as a single life annuity at age 65, is $4,500 per month. Lower
guarantees apply if benefits begin before age 65 or if survivor benefits are payable. Benefits
other than pension benefits, such as health insurance, life insurance, death benefits, vacation pay,
or severance pay are not guaranteed, and the PBGC does not pay lump sums exceeding $5,000
(even if available under the plan prior to termination).

Plans covered by the PBGC insurance program must file an annual premium filing each year
with the PBGC via their online myPAA system within 9 1/2 months after the beginning of the
plan year. Plans covering more than 500 participants must also file an Estimated Premium Filing
through myPAA by the end of the second month of the plan year. All plans must pay a basic
premium of $35 times the number of participants as of the end of the previous plan year, and
plans with unfunded vested benefits must also pay an additional risk-related premium to the
PBGC.

Development of PBGC Premium for 2011:

i. Flat-rate premiuom
(a) National Average Wage (NAW), 2 years prior $40,711.61
(b) Flat-rate: $30 x (a)/$35,648.55 (2004 NAW), rounded 35
(©) Participant count (excludes 3 Alternate Payees) 1,015
@ Flat-rate premium: (b)x(c) $35,525
2. Variable-rate premium
(a) PBGC funding target
i) Not-at-risk PBGC liability 128,364,882
(iiy  At-risk PBGC Hability 147,044,121
(iii)  Per-participant load N/A
(iv)  Liability load: 4% x (1) N/A
(v} At-risk PBGC target:
(ii)+(iii)+(iv), not less than (i) 147,044,121
(vi)  Transition percentage 0.00%
(vii) PBGC funding target: (i)+[(vD)x((v)-(1))] 128,364,882
(b) Market value of plan assets 110,469,284
(c) Unfunded vested benefits: (a)(vii)-(b),
min zero, rounded up to $1,000 17,896,000
(d) Variable-rate premium:
0.009x(c), or zero if exempt 161,064
3. PBGC Premium: (1){(d)+(2)(d) $196,589
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ASC 960 Information (previously known as FAS 35)

Transfers based on Accrual Method

The information in this exhibit is intended to satisfy the requirements under Accounting
Standards Codification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,
information for ASC 715 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial
Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or
benefit service were assumed.

1. Actuarial present value of accrued plan benefits
(a) Actuarial present value of vested benefits
1) Participants currently receiving benefits | $67,498,499
(i)  Participants entitled to deferred benefits 1,878,984
(iii)  Other participants 39,599,037
(iv)  Total 108,976,520
(b) Actuarial present value of nonvested benefits 0
{c) Actuarial present value of accrued plan
benefits: (a)(iv)+(b) 108,976,520
2. Market value of assets (includes receivables}* 110,633,370
3. Unfunded PVAB (Surplus assets): (1)(c)-(2) (1,656,850)
4. Funded percentage: (2)/(1)(c) 102%
5. Changes in present value
(a) PVAB as of January 1, 2010 104,336,465
(b) Changes due to:
(1) Decrease in discount period at 8.00% 7,992,601
(i1) Benefits paid (9,031,651)
(iit)  Assumption changes** 4,465,139
(iv)  Plan amendments 0
W) Additional benefits earned, including
experience gains and losses 1,206,777
(vi)  Amount Transferred 7,185
(vii) Total change 4,640,051
(©) PVAB as of January 1, 2011: {(a)+(b)(vii) $108,976,520

*Receivables for ASC 960 purposes are not discounted at the Effective Interest Rate.
**Discount rate changed from 8.00% to 7.75% and a mortality projection was added,
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ASC 960 Information (previously known as FAS 35)

Transfers based on Cash Method

The information in this exhibit is intended to satisfy the requirements under Accounting
Standards Codification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,

information for ASC 715 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial

Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or

benefit service were assumed.

L. Actuarial present value of accrued plan benefits
(a) Actuarial present value of vested benefits
(i) Participants currently receiving benefits

(i)  Participants entitled to deferred benefits
(iif)  Other participants
(iv) Total
(b Actuarial present value of nonvested benefits
(c)  Actuarial present value of accrued plan
benefits: (a)(iv)+(b)

$67,498,499
1,878,984
39,599,037
108,976,520
0

108,976,520

2. Market value of assets (includes receivables)*® 110,633,370
3. Unfunded PVAB (Surplus assets): (1)(c)-(2) (1,656,850)
4, Funded percentage: (2)/(1)(c) 102%
5. Changes in present value
(a) PVAB as of January 1, 2010 104,042,613
() Changes due to:
@) Decrease in discount period at 8.00% 7,992,601
(i1) Benefits paid (9,031,651)
(iii)  Assumption changes** 4,465,139
(iv)  Plan amendments 0
(v) Additional benefits earned, including
experience gains and losses 1,206,777
(vi)  Amount Transferred 301,041
(vii) Total change 4,933,907
(c) PVAB as of January 1, 2011: (a)+(b)(vii) $108,976,520

*Receivables for ASC 960 purposes are not discounted at the Effective Interest Rate.
**Discount rate changed from 8.00% to 7.75% and a mortality projection was added.

Prepared by New York Life Retirement Plan Services
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Participant Data

January 1, 2011 January 1, 2010
Active Participants
Number 416 441
Average age 49.61 48.72
Average past service 20.75 19.79
Average future service 11.74 12.79
Terminated Vested
Participants
Number 56 55
Average age 47.00 47.07
Annual benefits:
- Total $390,165 $374,411
- Average $6,967 $6,807
Retirees and -
Beneficiaries
Nurnber 546 549
Average age 74.69 74.29
Annual benefits:
- Total 37,946,923 $7,749,022
- Average $14,555 $14,115
Total Participant

1,018 1,045
Count
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Participant Data

Reconciliation of Participant Data:

Active | Terminated | Retirees and Total

Vested | Beneficiaries
As of January 1, 2010 441 55 549 1,045
New Hires 0 0 0 0
Rehires 0 0 0 0
Nonvested termination (D 0 0 (1)
Vested termination (10) 10 0 0
Lump sum cashout (6) 3) 0 &)
Retirement (6) (6) 12 0
Disability 0 0 0 0
Deceased (1) 0 (18) (19)
New beneficiaries 0 0 3 3
Miscellaneous (1) 0 0 (1)
As of January 1, 2011* 416 56 546 1,018

*Includes 3 Alternate Payees under Qualified Domestic Relations Orders

Distribution of Inactive Benefits Inforce:

Retired, Survivor, and Disabled Vested
Attained Avg. Avg.
Age No. Annuities No. | Annuities

Under 30 0 $0 0 $0
30t0 34 0 0 8 4,008
35 to 39 1 3,963 8 3,713
40 to 44 0 0 7 6,129
45 10 49 0 0 6 3,299
50to 54 2 509821 21 9,138
551059 12 11,178 3 9,576
60 to 64 87 22,520 1 28,665
65 to 69 89 19,782 1 16,033
70 to 74 89 13,601 0 0
75t0 79 87 13,386 0 0
80 to 84 98 10,283 | 4,690
85to 89 61 9,443 0 0
90 to 94 13 5,968 0 0
95 & up 7 5,808 0 0
Total 546 $14,555 | 56 $6,967

Prepared by New York Life Retirement Plan Services
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Active Participant Data

Years of credited service

Under | 1to | 5to | 10to | 15t0 | 2010 | 25t0o | 30t | 35t0 | 40 &
1 4 9 14 19 24 29 34 39 up | Total
Attained
Age No. No. | No. | No. No. No. No. No. No. No. | No.
Under 25
251029 5 5
30 to 34 31 3 34
35to 39 21 14 1 36
40 to 44 14 7 11 5 37
45 to 49 18 8 18 7 23 74
50 to 54 12 12 5 6 40 29 104
55to 59 10 5 6 13 32 18 34
60 to 64 2 2 4 1 5 5 14 6 39
65 to 69 1 I 2
70 & up 1 1
Total 114 52 39 25 82 66 32 6| 416
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Actuarial Cost Method

Funding Target / Target Normal Cost

An Actuarial Cost Method is an allocation of the expected cost of a pension plan on a year-by-
year basis. The primary objective of an Actuarial Cost Method is to accumulate enough assets
prior to each participant's retirement to provide the promised pension benefits.

The Pension Protection Act of 2006 (PPA) mandates the use of the Traditional Unit Credit
Actuarial Cost Method. Under this method, the accrued benefit is estimated based upon service
and, if applicable, earnings as of the valuation date. The Funding Target is equal to the actuarial
present value of all acerued benefits as of the valuation date. The Target Normal Cost is the
actuarial present value, as of the valuation date, of the expected increases in projected accrued
benefit attributable to service expected to be completed during the plan year (i.e. if applicable,
one year’s salary growth is reflected in the determination of Target Normal Cost).

For tax deduction purposes, the Funding Target may reflect the value of future pay increases on
accrued benefits, if applicable.

PPA Discounting Method

The plan sponsor is responsible for making the following decisions with regard to the
discounting method:

o Full yield-curve spot rates or a segmented yield-curve of 24-month average rates of
corporate bond rates

o [f the segmented yield curve is used, the rates as of the month of the valuation may be
used or as of a lookback month up to 4 months prior to the valuation date (the full yield
curve must use the rates as of the month of the valuation starting in 2010)

For purposes of this valuation, the following discounting method was used and is assumed to be
approved by the plan sponsor:

e Rates through the month of August preceding the valuation date
¢ Segment Rates

Asset Valuation Method

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging
method, including, if applicable, discounted receivable contributions. The value of plan assets is
set equal to the average of the fair market value of assets on the valuation date and the adjusted
fair market value of assets (including expected earnings) determined for the two earlier annual
determination dates. Expected earnings are calculated using the third segment rate of the
segmented yield-curve in effect at the beginning of each valuation year. The resulting average
value must be constrained so that it falls between 90 and 110 percent of the fair market value of
assets on the valuation date.
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Actuarial Assumptions
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Actuarial Assumptions

Actuarial assumptions are estimates of the occurrence of future events affecting the costs of the
plan. The assumptions have been chosen to anticipate the long-term experience of the plan. The
enrolled actuary will certify the reasonableness of these assumptions, as required by ERISA.

The actuarial assumptions used to compute this year's plan costs are as follows:

Economic Assumptions

PPA Segment Rates Funding Target PBGC
- Segment 1: Up to Year 5 3.78% 3.78%
- Segment 2: Years 5-20 6.31% 6.31%
- Segment 3: Years 20+ 6.57% 6.57%
ASC 960 Assumed Investment Return 1.75%
Annual rates of increase:

- Salaries N/A

- Future Social Security wage bases N/A

- Statutory limits on compensation and benefits N/A
Demographic Assumptions

Mortality:

- Funding Target / PBGC IRS 2011 Static Mortality Table

- ASC 960 RP 2000 Mortality Table Projected to 2010
Terminations: Rates vary by age and sex. Illustrative

annual rates of withdrawal are as follows:

Ape

Male Female

25
40
55

Disability: None

Prepared by New York Life Retirement Plan Services

7.18% 15.05%
1.57% 2.14%
0.29% 0.42%
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Actuarial Assumptions

Assumed Retirement Age (Actives):

Assumed Retirement Age (Vested Terms):

Benefit Commencement date:

Preretirement Death Benefit:

Deferred Vested Benefit:

Retirement Benefit:

Form of Payment

Miscellaneous Assumptions

Percent Married:
Spouse Age:

Administrative Expense:

Prepared by New York Life Retirement Plan Services

Rates varying by age.
Representative rates:
Age Rate
55 3%
56-58 1%
59 3%
60-61 10%
62 25%
63-64 20%
65 100%
Age 62

Surviving spouse benefits commence at the later of
the death of the active participant or the date the
participant would have attained age 55.

Upon termination of employment (if lump sum) or
at early retirement date (if annuity)

Upon termination of employment

Life annuity. Retirement benefit loaded 6.4% for
subsidized option factor. Withdrawal benefits are
assumed to be paid as a lump sum for participants
hired on or before January 1, 2004, otherwise they
are assumed to be paid as a life annuity
commencing at the participant's early retirement
date.

80%
Wife three years younger than husband

$85,000 (Prior year's administrative expenses
rounded up to nearest $5,000)
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Summary of Plan Provisions
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Summary of Plan Provisions

Effective Dates: Original Plan: January 1, 1955

Employee: All non-union employees of MDU Resources
Group, Inc., Montana-Dakota Utilities Co. and
other designated subsidiaries.

Eligibility Requirements: Age: 21 for employees hired on or
after 1/1/85; if hired prior to
1/1/04, no service required.

Service: One Year of Service
Maximum Age: None

Plan eligibility is frozen for employees hired after
December 31, 2005.

Plan Entry Date: An eligible employee will enter the plan on the first
day of the month following completion of the
eligability requirements. No employee hired after
December 31, 2005 may enter the plan.

Year of Service: 12-consecutive month computation period in which
an employee is credited with 1,000 or more hours
of service.

Eligibility: Computation period
commences on employee’s
date of hire,

Vesting: One year for each 1,000-hour
calendar year of employment
by MDU Resources Group,

Inc., or a related company.

Credited Service: Service following age 21 with a maximum of 35
years; full year if 2,080 hours in a year, prorate for
less than 2,080 hours. Except for years of hire and
termination, exclude years with less than 1,000 hours,
Credited Service is frozen as of December 31, 2009.
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Summary of Plan Provisions

Normal Retirement Date (NRD):

Basic Monthly Compensation:

Final Average Monthly
Compensation:

Normal Retirement Benefit:

Normal Form of Benefit:

Early Retirement Eligibility:

Early Retirement Benefit:

Deferred Vested Eligibility:

Deferred Vested Benefit:

Last day of the month in which 65" birthday occurs.

Basic rate of regular compensation as of the first
day of the first payroll period of the month,
including Section 125 and 401(k) deferrals. Special
rules for commissioned and part-time employees.

The average of the highest 60 consecutive basic

monthly compensation rates in the last 120 months

of employment. Compensation earned after December 31,
2009 is not taken into consideration.

Monthly pension benefit determined as of NRD. Effective
December 31, 2009, benefit accruals are frozen.

Single:  Life Annuity
Married: 50% Joint and Survivor

Retire before NRD and on or after both attaining
age 55 and compléting five years of vesting service.

Monthly pension benefit determined as of early
retirement date. For retirements prior to age 60,
the benefit is reduced .25% for each month that
commencement of payment precedes age 60.

Terminate for reasons other than death or retirement after
completing five years of vesting service.

-Monthly pension benefit determined as of date of
termination payable at NRD

-Monthly pension benefit determined as of
termination date, reduced .25% for each
month that commencement of payments
precedes age 62.

-Participants hired before January 1, 2004
who are not eligible for early retirement may elect a
single sum payment equal to the actuarial
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Summary of Plan Provisions

Deferred Vested Benefit (cont): equivalent of the benefit payable at age 55, based
on the interest and mortality assumptions
specified under IRC 417(e)(3).

Pre-Retirement Spousal If death while active employee after age 45, 50% of
Death Benefit: monthly pension benefit at date of death reduced for
early payment to employee’s date of death.

If death while active employee before age 45 or after
termination, 50% of monthly pension benefit at date of
death reduced for the 50% joint and survivor annuity for
payment as early as the employee’s 55™ birthday.

Monthly Pension Benefit: The greater of total Pension Credits and the Final
Pay Benefit, with a minimum benefit equal to the
pension benefit as of December 31 preceding
termination. A modified formula is applied for
participants who had annualized basic
compensation during a plan year prior to 1994 in
excess of $150,000.

Pension Credits: For employees who began participation and attained
age 40 on or before February 28, 1990, a pension
credit for each year after December 31, 1988 equal to
1.65% of the first $1,100 of basic monthly compensation as
of the first day of the first payroll period of the plan year
plus 2% of the excess; proportionately reduced for less than
2,080 hours of service. Different formulas applied for
service prior to 1989.

Final Pay Benefit: 1.1% of final average monthly compensation up to
the integration level plus 1.45% of the final
average monthly compensation in excess of the
integration level, times years of credited service
(maximum of 35 years).
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Summary of Plan Provisions

Integration Level: For plan years after 1989, the integration level
equals $1,400 multiplied by a fraction equal to the
current year Taxable Wage Base divided by

$48,000. Integration Level is frozen as of December 31,

2009.

Prepared by New York Life Retirement Plan Services



MDU Resources Group, Inc., Pension Plan for Non-Bargaining Unit Employees

Determination of the
Net Periodic Peasion Cost

for the Fiscal Year Ending December 31, 2011

Prepared by:

New York Life Retirement Plan Services
690 Canton Street
Westwood, MA 02090




TABLE OF CONTENTS

I. Iatroduction

II. Determination of the Net Periodic Pension Cost
Fiscal Year Ending December 31, 2011

ITI. Attachments
Attachment A - Amortization of Transition Obligation (Asset)
Attachment B - Amortization of Prior Service Cost
Attachment C-1 - Calculation of (Gain) or Loss
Attachment C-2 - (Gain) or Loss Subject to Amortization

IV. Actuarial Assumptions

V. Definidons

MADATA\DB\IZIDATANCLIENTSAMDIN 2011 Expense)[ME02ZH FAS_Expense_2011-signed.xts|Expenze Repart

PAGE

(o) S 5 TR - N S )



I. INTRODUCTION

The purpose of this report is to present certain financial information in accordance with FASB
Accounting Standards Codification (ASC) 715-30 (formerly FAS 87).

This report was based on information submitted to our firm in the form of payroll and asset data, as
well as ancillary material pertaining to the Plan. In addition, the actuarial assumptions as to weighted-
average discount rate, rate of increase in compensation levels, and expected long-term rate of return
on plan assets described in Section IV of this report were supported by the plan sponsor and its
auditors.

Actuarial computations under FASB ASC 715-30 are for purposes of fulfilling employer accounting
requirements. The calculations reported herein have been made on a basis consistent with our
understanding of FASB ASC 715-30. Determinations for purposes other than meeting employer
financial accounting requirements may be significantly different from the results reported herein.
Accordingly, additional determinations are needed for other purposes, such as judging benefit
security at termination or adequacy of funding for an ongoing plan.

The Nert Periodic Pension cost has been determined to be ($765,939) for the Fiscal Year Ending
December 31, 2011. The assumptions used to determine the Net Periodic Pension Cost include a
discount rate of 5.20% and are illustrated in Section IV.

In preparing the results presented in this report, we have relied upon information provided to us
regarding plan provisions, plan participants and plan assets. This informaton is summarized in the
2011 funding valuation for the plan. We have reviewed this information for overall reasonableness,
but we have not audited this information. The accuracy of the results presented in this report is
dependent upon the accuracy and completeness of the underlying information.

April 28, 2011 A MW

Date Mark B. Magnus, A.5.A., Enrolled Actuary
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II. DETERMINATION OF NET PERIODIC PENSION COST
FISCAL YEAR ENDING DECEMBER 31, 2011

1. Employer Service Cost
1) Amount at beginning of year
b) Interest

¢) Total service cost (2)+{b)

2. Interest Cost
a) Projected Benefit Obligation (PBO)
at beginning of year
b} Expected distributions
¢) Average expected PBO
d) Discount rate

e) Interest cost {c)x(d)

3. Expected return on assets
a) Market-related value at beginning of year
b) Expected distributions
¢) Total expected contributions
d) Expected expenses
e) Average market-related value of assets
f) Long term rate of return

g) Expected return (e)x(f)

4. Amortization of Transition (Asset) or Obligation

- Attachment A

5. Amortization of Prior Service Cost

- Attachment B

6. Amortization of (Gain) or Loss

-Attachment C-2, end of year

7. Net Periodic Pension Cost

(1o+(2e)-Ce+HHHE)HO)

80

141,529,816

8,442,170

136,956,974
5.20%

7,121,763

104,858,398
8,442,170
13,757,133
0
110,015,347
7.75%
8,526,189

638,487

($765,939)
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III. ATTACHMENTS - Attachment A

AMORTIZATION OF TRANSITION OBLIGATION (ASSET)

Fiscal Year
Ending

Unrecognized
Amount -
Beginning of year

Amount
Recognized

Unrecognized
Amount -
End of year

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039

OODOOGODDGOODOOOOOOOOOODOOODO
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I111. ATTACHMENTS - Attachment B

AMORTIZATION OF PRIOR SERVICE COST

Total

Date
Established

Summary for Fiscal Year Ending 12/31/11
Beginning Amount End of Year
of Year Recognized Balance
Balance
$0 80 %0
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III. ATTACHMENTS - Attachment C-1

- CALCULATION OF (GAIN) OR LOSS

1. Net actuarial (gain} or loss from December 31, 2010 disclosure
2. PBO from December 31, 2010 disclosure

3. Fair value of plan assets from December 31, 2010 disdosure
4. PBO as of January 1, 2011

5. Fair value of plan assets as of January 1, 2011

6. (Gain)/Loss (1)-(2)+(3)+@)-(5)

Page 5
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140,621,656

99442 314

141,529,816

99,442,314
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HI. ATTACHMENTS - Attachment C-2

{(GAIN) OR LOSS SUBJECT TO AMORTIZATION

1.(Gain)/loss-Attachment C-1 line 6

2.PBO - Artachment C-1 line 4

3.(Gain) or loss not reflected

in market-related value
a} Fair value

b) Market-related value

c) Amount not reflected in (b}

{@)-()

4. (Gain) or loss subject to amortization

L+ ()

5. Greater of (2) or (3b)

6. 10% of (5)

7. {Gain) or loss subject to amortization

excess of (4) over (6)

8. Average fumre life expectancy of plan participants

9. Amortzation amount (7)/(8)

Fiscal Year Ending

December 31, 2011

$34,005,267

141,529 816

99,442,314
104,858,398
(5,416,084)

28,589,183

141,529,816

14,152,982

14,436,201

22.61

$638,487
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IV. ACTUARIAL ASSUMPTIONS

.. For determining the Net Periodic Pension Cost
/" for the Fiscal Year Ending December 31, 2011

Measurement Date: December 31, 2010
Discount Rate: 5.20%
Annual Rate of Increase in Compensation: N/A
Expected Long Term Rate of Return on Plan Assets: 7.75%
Mortality: RP2000 Combined Healthy Mortality Table projected to 2010
Turnover:

Rates vary by age and sex.

Representative rates:

{ | Age Male cmale
25 7.2% 15.1%
40 1.6% 2.1%
55 0.3% 0.4%
Taxable Wage Base Increase: N/A
Cost of Living Increase: 3.25%
Expenses: None
Page 7



V. DEFINITIONS

Discount Rate. This Discount Rate reflects the rate used to adjust for the time value of money.

It should reflect the rates at which the pension benefits could effectively be settled.

Expected Long Term Rate of Return on Plan Assets. This is an assumption concerning
the rate of return on plan assets. The product of the Expected Long Term Rate of Return on

Plan Assets and the plan's assets is applied as a credit towards the current year's net periodic

pension cost.

Gain or Loss. Gains and Losses measure the difference between actual experience
and that assumed. Under US GAAP the impact of changes in actuarial assumptions is

also measured as 2 Gain or Loss.

Fair Value of Plan Assets. The market value of assets.

Measurement Date. The date at which plan assets and obligations are measured.

Net Transition (Asset) Obligation. The excess(deficit) of the PBO over the Fair Value of
assets (adjusted for previously recognized accrued or prepaid pension costs) as of the date of
initial compliance with US GAAP.

Prior Service Cost. This is the amount of change in the Projected Benefit Obligation due to

amendments to the plan.

Projected Benefit Obligation (PBO). This represents the present value of pension benefits

based on service earned to date and expected future increases in salary.
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V. DEFINITIONS

Net Periodic Pension Cost. This represents the pension expense for the fiscal year. The

Net Periodic Pension Cost consists of the following:

(1) Service Cost. The Service Cost represents the value of benefits earned each year, This
is comparable to the normal cost used in determining funding levels under ERISA.
(2) Interest Cost. The Interest Cost equals the product of the Discount Rate and the
Projected Benefit Obligation adjusted for benefit payments expected during the year.
(3) Return on Plan Assets. The Return on Plan Assets is the product of the
Expected Long Term Rate of Return on Plan Assets and the Fair Value of Plan
Assets adjusted for contributions and benefit payments expected during the year.
This component represents a credit which reduces the Net Periodic Pension Cost for

the year.

(4) Amortization of Unrecognized Gain or Loss. Amortization payments are included

in the Net Periodic Pension Cost to systematically recognize cumulative Gains and Losses

that are unrecognized as they occur.
(5) Amortization of Unrecognized Prior Service Cost. This is the amortization of
increases or decreases in the Projected Benefit Obligation due to amendments to the plan.

(6) Amortization of Unrecognized Net Obligation or Asset at Transition. This

represents the amortization of the Net Obligation(Asset) that existed at transition in the

initial year of US GAAP compliance.

Projected Unit Credit Cost Method. Under this method, the benefit for each participant is
projected to retirement and a pro-rata part of this benefit is then assigned to each year of

service from hire date to the participant's retirement date. The Service Cost for each participant
is the present value of the pro-rata benefit assigned to the current year. The Service Cost for
the Fiscal Year is equal to the sum of the individual Service Costs for all participants. This
method is required to be used in all calculations under US GAAP.
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MDU Resources Group, Inc.
Pension Plan for Collective
Bargaining Unit Employees

Actuarial Valuation as of
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Executive Summary —‘

January 1, 2011 January 1, 2010

Contribution Range

Minimum Required $146,304 $0
Contribution {as of 1/1/2011)
Maximum Deductible $57,567,319 $43,773,245
Contribution.
Credit Balances
Carryover Balance $4,088,713 $5,469,774
PreFunding Balance $0 $0
Total $4,088,713 $5,469,774
Assets and Liabilities
Target Normal Cost $1,934,656 $1,820,613
Funding Target $69,907,256 $65,251,432
Actuarial Value of Assets $60,014,518 $66,018,293
Funding Target attainment 80.00% 92.79%
Percentage
Market Value of Assets $65,409,443 $61,891,998
Estimated Rate of Return on 14.13% 20.40%
Market Value of Assets
Census Information
Active Participants 299 321
Terminated Vested Participanis 41 37
Retirees and Beneficiaries 408 415
Total 748 773
Assumptions

Interest Discounting August 2010 August 2009

Segment Rates Segment Rates
Effective Interest Rate 6.25% 6.65%
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Executive Summary

Changes in Plan Provisions Since Prior Valuation
There have been no changes in plan provisions since the prior valuation.

Changes in Actuarial Assumptions and Methods
The interest rates and mortality were updated to comply with the plan’s funding method.

In addition, the ASC 960 interest rate and mortality table were changed to 7.75% (from 8.00%)

and RP 2000 Mortality Table projected to 2010 (from 1994 Group Annuity Table), respectively.

Summary of Other Significant Changes

We are not aware of the occurrence of any other significant event that would have a material
effect on this valuation.

Prepared by New York Life Retirement Plan Services
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Executive Summary

Quarterly Contribution Requirement and Recommended
Contribution Schedule for 2011

The plan is subject to the quarterly contribution requirement for the 2011 plan year. In order to
avoid late interest penalties and potential notifications to the PBGC and participants, the
following schedule of contributions should be followed:

Due Date (On or Before) Contribution
September 15, 2012 $162,254
Total $162,254

The above schedule assumes that the Plan Sponsor elects to apply the Plan’s Carryover Balance
to satisfy the minimum contribution requirement.

Estimated Quarterly Contribution Requirement for 2012

The plan will be subject to the quarterly contribution requirement for the 2012 plan year. Based
upon 2011 actuarial valuation results, the estimated quarterly contribution required for the 2012
plan year will be $1,058,754. A contribution in this amount must be made on or before April 15,
2012, July 15, 2012, October 15, 2012 and January 15, 2013, Once the 2012 actuarial valuation
is complete, we will communicate the final contribution requirements for the 2012 plan year.

Funding Policy Contribation

The plan sponsor’s funding policy is to contribute the amount to meet the minimum funding
requirements of Internal Revenue Code Sections 412 and 430. From time to time, and with
regard to their cash and tax position, the plan sponsor may contribute an amount above the
minimum required contribution.

Actuary’s Commentary

At-Risk Status

The plan is not “at-risk” for the 2011 plan year since the 2010 Funding Target Attainment
Percentage (FTAP) of 92.79% is at least 80%. The plan will not be “at-risk” in 2012 since the
2011 FTAP of 80.00% is at least 80%.
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Actuarial Certification

This report presents the results of the actuarial valuation as of January 1, 2011 for the MDU
Resources Group, Inc. Pension Plan for Collective Bargaining Unit Employees. The purpose of
this report is to review the plan’s experience for the prior year and to provide the plan sponsor
with an acceptable range of contributions for the plan year in accordance with ERISA and the
Internal Revenue Code,

This report is not an AFTAP certification, nor should it be relied upon for any other purpose
by any party other than the plan sponsor.

This valuation has been conducted in accordance with generally accepted actuarial principles and
practices. In preparing the results presented in this report, we have relied upon information
provided to us regarding plan provisions, plan participants and plan assets. We have reviewed
this information for overall reasonableness, but we have not audited this information. The
accuracy of the results presented in this report is dependent upon the accuracy and completeness
of the underlying information.

The assumptions for interest and mortality are mandated by the Internal Revenue Service. All
other assumptions have been selected by New York Life Retirement Plan Services, with
concurrence of the plan sponsor, and are considered io be reasonable and within the “best-
estimate range” as described by the Actuarial Standards of Practice.

The information contained in this report was prepared for the internal use of MDU Resources
Group, Inc. and its auditors in connection with our actuarial valuation of the MDU Resources
Group, Inc. Pension Plan for Collective Bargaining Unit Employees. It is neither intended nor
necessarily suitable for other purposes.

The Consulting Actuary is a member of the Society of Actuaries, member of the American
Academy of Actuaries and other professional actuarial organizations and meets their “General
Qualifications Standard for Prescribed Statemnents of Actuarial Opinion” relating to pension
plans.

April 28, 2011 Mal /5 Mg ras

Date Mark B. Magnus, ASA, MAAA, Enrolled Actuary
Enrolled Actuary No, 11-02866 '
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Plan Assets

I. Asset Valuation Method

IRC Section 430(g) provides that plan assets be valued at either their fair market value on the
valuation date or at the “average” value of assets on the valuation date. Under this average
value, the value of plan assets is set equal to the average of the fair market value of assets on the
valuation date and the adjusted fair market value of assets (including expected earnings)
determined for one or more earlier determination dates (up to a 2-year limit). The resulting
average value must be constrained so that it falls between 90 and 110 percent of the fair market
value of plan assets on the valuation date.

Contributions for a prior plan year that are made after the beginning of this plan year must be
adjusted for interest at the effective interest rate under Section 430(h)(2). This contribution
adjustment requirement is effective beginning for contributions for the 2008 plan year.
Contributions for the 2007 plan year made in 2008 are not adjusted for interest.

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging
method.

II. Contributions for Plan Year Beginning January 1, 2010

None.

Prepared by New York Life Retirement Plan Services Page 2



Plan Assets

ITI. Market Value of Assets as of January 1, 2011

Fair Market Value

MainStay Cash Reserves Fund I 401,442

Wells Fargo Unitized Assets 64,038,784

Cash 369,217

TOTAL $65,409,443

Discounted Receivable Contributions® 50
MARKET VALUE OF ASSETS AS

OF JANUARY 1, 2011 $65,409,443

% OF TOTAL

0.61%
08.82%
0.57%

100.00%

*Contributions for the 2010 Plan Year that are made after December 31, 2010 are discounted

back to January 1, 2011 at the 2010 Effective Interest Rate of 6.65%

Prepared by New York Life Retirement Plan Services
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Plan Assets

IV. Reconciliation of Market Value of Assets
1. Market Value of Assets as of January 1, 2010

2. Contributions Made During Calendar Year

3. Interplan Transfers

3. Investment Income

4, Benefit Payments

5. Administrative Expenses

6. Market Value of Assets as of December 31, 2010
(14243+4+45+6)

Estimated Gross Rate of Return on Assets:

$62,185,854

0

(301,041)
8,420,369
(4,860,506)
(35.233)

$65,409,443

14.13%

The estimated rate of return is based on the time weighting of contributions, benefit

payments and expenses
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Plan Assets

V. Actuarial Value of Assets
1. Market value of assets, January 1, 2011

2. Prior year gains/(losses):
(a) Asset gain/(loss) for year-2
(i) Initial asset gain/(loss)
(ii) Weight
(iii)) Unrecognized amount: (i)x(ii)
(b) Asset gain/(loss) for year-1
(i}  Initial asset gain/(loss)
(i) Weight
(iii) Unrecognized amount: (i}x(ii)

3. Total amount unrecognized: sum of (2)(iii)
4. Preliminary actuarial value: (1)-(3)

5. Market value corridor override
(a) Lower bound: 0.9 x(1)
(b} Upper bound: 1.1 x(1)
(c) Adjustment to corridor

6. Actuarial assets, January 1, 2011: (4)+(5)(c)

Prepared by New York Life Retirement Plan Services

$65,409,443

7.477,611
0.333
2,492,537
4,353,582
0.667
2,902,388
5,354,925
60,014,518
58,868,499
71,950,387
0

$60,014,518
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Plan Assets

V1. Development of Asset Gain/(ILoss)

1. Development of 2009 Gain/(Loss)

(a) Expected Return on Assets
(b) Market Value at January 1, 2009
(¢) Benefit Payments and Expenses
(d) Expected Return at 6.69% Interest
(i) Market Value
(i1) Benefit Payments
(iii) Contributions
(iv) Total
(e) Actual Return on Market Value
() Gain/(Loss): (e)-{(d)(iv)

2. Development of 2010 Gain/(Loss)

(a) Expected Return on Assets
(b) Market Value at January 1, 2010
(c) Benefit Payments and Expenses
(d) Expected Return at 6.82% Interest
(i) Market Value
(ii) Benefit Payments
(ii1) Contributions
(iv) Total
(e) Actuwal Return on Market Value
(f) Gain/(Loss): (e)-(d){iv)

Prepared by New York Life Retirement Plan Services

6.69%

$57,797,230

(6,734,016)
3,866,635
(221,606)
0

3,645,029

11,122,640

$7.477.611

6.82%

$62,185,854

(5,196,780)
4,241,075
(174,288)
0

4,066,787

8,420,369

$4,353,582



Credit Balances

With the enactment of the Pension Protection Act of 2006, credit balances were maintained;
however, they were bifurcated into the following two categories:

1. The credit balance, if any, as of the end of the 2007 plan year establishes the Carryover
Balance; and

2. Contributions made on or after the 2008 plan year in excess of minimum funding
requirements will be credited to the Prefunding Balance.

Maintaining credit balances is elective. Plan sponsors may “waive” some or all of the Carryover
Balance or Prefunding Balance in order to avoid asset reductions for purposes of determining:

whether the plan is “at-risk”,

the Funding Target Attainment Percentage,
the Shortfall Amortization Base, and
whether benefit restrictions apply

el .

If the credit balances are to be waived, the Carryover Balance must be waived first prior to any
waiver of the Prefunding Balance.

After 2007, interest on the Carryover and Prefunding Balance will be credited at the rate
determined on the acmal return on the market value of plan assets.

Credit balances may be used toward the current year’s minimum funding requirement only if, for
the prior year, the Actuarial Value of Assets less the Prefunding Balance is greater than 80% of
the “not-at-risk” Funding Target. If the Credit Balances are going to be used as an offset to the
Minimum Funding Requirement, the Carryover Balance must be used first prior to the use of the
Prefunding Balance.
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Credit Balances

Detailed below 1s the development of the Credit Balances as of the beginning of the 2011 plan

year:
1. Funding Standard Carryover Balance (FSCB)
(a) FSCB as of January 1, 2010 after waivers 5,469,774
(b) FSCB applied to minimum required contribution 1,820,613
(c) Remaining FSCB as of Jannary 1, 2010: (a)—(b) 3,649,161
(d) Rate of return on plan assets during plan year 2010 14.13%
(e) Interest on (c) : (c)x(d) 515,626
() FSCB as of January 1, 2011: (c)+(e) 4,164,787
(g) Waived FSCB 76,074
(h) FSCB as of January 1, 2011 after waivers: (f)-(g) $4,088,713
2. Prefunding Balance (PFB)
(a) PFB as of January 1, 2010 after waivers 0
{b) PFB applied to minimum required contributions 0
(c) Remaining PFB as of January 1, 2010: (a)~(b) 0
(d) Rate of return on plan assets during plan year 2010 14.13%
(e) Interest on (c): (c)x(d) 0
® Excess contributions
@) Employer contributions discounted to BOY 0
(ii) Preliminary minimum required contribution (MRC) 1,820,613
(1ii)  Credit balances applied to MRC 1,820,613
(iv)  Excess: (1)-(ii)+(iti), min zero 0
) Excess above MRC: (i)-(ii), min zero 0
(vi)  Excess due to use of credit balances: (iv)-(v) 0
(vii) Effective rate 6.65%
(viii) Interest on excess contributions: (v)x({vii)+(vi)x(d) 0
(ix)  Total available to add to PFB: (iv)+(viii) 0
(x) Portion of (ix) added to PFB 0
(g) PFB as of January 1, 2011: (c)+(e)+(f)(x) 0
(h) Waived PFB 0
()] PFB as of January 1, 2011 after waivers: (g)-(h) $0
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Credit Balances

The following chart details what, if any, portion of the Credit Balances will be waived for 2011:

1. Waived credit balance(s) to avoid benefit restrictions
(a) Preliminary Adjusted Funding Target Attainment Percentage
(AFTAP) before waivers
) Actuarial assets $60,014,518
(i) Funding Standard Carryover Balance (FSCB) 4,164,787
(iii)  Prefunding Balance (PFB) 0
(iv)  Not-at-risk funding liability 69,907,256
4% Non-HCE annuity purchases in last 2 years 0
(vi)  Preliminary AFTAP prior to benefit restriction waivers:
((@)-(D)-Qin+WI(GEV)+(V)) 79.89%
(vii) Funded Ratio: (i)/(iv) 85.84%
(b) Transition percentage 100.00%
(c) Credit balance(s) waived to avoid benefit
restrictions, if possible 76,074
()] Preliminary AFTAP after benefit restriction waivers
(i) FSCB after benefit restriction waivers 4,088,713
' (it)  PFB afier benefit restriction waivers 0
(i)  Preliminary AFTAP after benefit restriction waivers:
if (@)(vii)>=(b), ((@)(@)+(a)(v))/((a)(iv)+(a)(v)),
else ((a)(1)-()-(D)+)} V) /((a)iv)+{a)(v)) 80.00%
2. Waived credit balance(s) to avoid At-Risk status
(a) Not-at-Risk Funding Target Attainment Percentage
(NAR FTAP) before waivers to avoid At-Risk status:
((I(2)D)-()(@@D)-(1)A)aD))/(1)a@)iv) 80.00%
(b) At-Risk Funding Target Attainment Percentage
(AR FTAP) before waivers to avoid At-Risk status
(i) At-risk funding liability 79,639,598
(i1) Preliminary AR FTAP:
((AX@)O)-AXED-(IND)[))/ () 70.22%
() Funding Target Benefit percentage for following year 80.00%
(d)  At-Risk in following year?
Yes if (a)<(c), (b)(ii)<70%, and >500 participants No
&) Credit balance(s) waived to avoid At-Risk
status, if possible 0
H) FTAPs after waivers
(i) FSCB after waivers 4,088,713
(in) PFB after waivers 0
(ii1) NAR FTAP: (1)(@)@)-0)-G)Y(1)@)iv) 30.00%
(iv) AR FTAP: ((1)Xa)(1)-(1)-(i1))/(b)(1) 70.22%
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Funding Target

In accordance with Section 430(d) of the Internal Revenue Code, the Funding Target is the
present value of all benefits accrued or earned under the plan as of the beginning of the plan

year.

The Funding Target for plans that are “not-at-risk™ is determined based on the following:

Interest discounting is mandated through use of a segmented yield curve based on high-
quality (AAA,AA,A) corporate bond yields. The three segments include benefits
expected to be paid over the next 5 years, between years 5 and 20 and after year 20. The
segmented yield carve is based on a 24-month unweighted average and there is an
optional 3-year phase-in from the prior discounting basis beginning in 2008. There is
also an optional lookback period up to 4 months prior to the beginning of the plan year.
Alternatively, plan sponsors may elect to use the full yield curve in lieu of the segmented
rates. The full yield curve, however, represents the rates for one month as opposed to the
24-month average.

The mortality assumption is mandated by the IRS. The table is based upon the RP-2000
Mortality Table with separate tables for annuitant and non-annuitant mortality, Plan
sponsors may use either the table with static projections or a table with generational
projections. The static projection table projects non-annuitant mortality rates (i.e., prior
to benefit commencement) 15 years beyond the valuation year and annuitant mortality
rates (i.e. after benefit commencement) 7 years beyond the valuation year. The
generational projection table projects mortality rates (annuitant and non-annuitant) to all
future years. All projections are performed using Scale AA.

Assumed utilization of lump sums, if applicable, is reflected.

All other assumptions that are individually reasonable and, in combination, offer the
enrolled actuary’s best estimate of anticipated experience.

A plan is considered to be “at-risk” for the current plan year if it meets all of the following
requirements:

The Funding Target Attainment Percentage for the prior plan year is less than 80%

As of the prior plan year, the Actnarial Value of Assets less any Credit Balances is less
than 70% of the “at-risk” Funding Target

Total participants in all defined benefit plans sponsored by the employer (or any member
of the employer’s controlled group) is greater than 500.

" The 80% threshold is phased-in over 4 years. For plan years beginning in 2008, 2009 and 2010, 80% is replaced
by 65%, 70% and 75%, respectively. In accordance with IRS Proposed Regulation §1.436-1, Cumrent Liability for
the 2007 plan year replaces Funding Target to determine the Funding Target Attainment Percentage for the 2007
plan year.

" Determined without regard to the expense load
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Funding Target

The Funding Target for a plan that is “at-risk™ is determined using the following additional
mandated assumptions: '

e Participants who will be eligible to elect benefits in the next 10 years will assume to do
50 at their earliest eligibility date

e Participants are assumed to elect the most-valuable form of benefit

e Ifaplan has been in “at-risk™ status for at least 2 of the 4 preceding plan years, a loading
factor is added equal to $700 per participant plus 4% of the “not-at-risk” Funding Target

e Inno event shall the “at-risk” Funding Target be less than the “not-at-risk” Funding
Target

If a plan is deemed to be “at-risk”, the Funding Target for purposes of determining the

contribution requirement will be based upon a 5-year “phase-in” of the “at-risk” Funding Target.
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Funding Target

Development of Funding Target

Page 12

1. More than 500 participants in controlled group in prior year? Yes
2. Prior year funding target attainment percentage
(a) Not-at-risk liability 92.79%
(b) At-risk liability 81.51%
3. Funding target benchmark percentage 80.0%
4, At-risk status
(a) Current year: If (1) and
(2)(a)<(3) and (2)}(b)<70% No
(b) Year-1 No
(c) Year-2 No
(d) Year-3 No
(e) Year-4 No
(f) At-risk current year and 2 of preceding
4 years? (If yes, loads apply) No
5. Not-at-risk funding liability
(a) Funding liability
(i)  Retirees and benef. receiving payments 44,177,272
(i) Terminated vested participants 2,279,364
(iii) Active participants, vested liability 23,357,460
(iv) Active participants, total liability 23,450,620
(v) Total liability: (i)+(ii)+(@1v) 69,907,256
(b) Normal cost before adjustments 1,894,656
(c) Expenses included in Normal Cost 40,000
(d) Normal cost: (b)+(c) 1,934,656
Prepared by New York Life Retirement Plan Services
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Funding Target

6. At-tisk funding liability
(a) At-risk funding liability

(i) Retirees and benef. receiving payments 44177272

(ii) Terminated vested participants 2,856,198

(ili)  Active participants, vested liability 32,502,340

(iv) Active participants, total liability 32,606,128

(v)  Total liability: (i)+@i)+Gv) 79,639,598
(b) Number of plan participants 748
(c) Per-partictpant load: $700 x (b) N/A
(d) Liability load: 4% of (5)(a)(v) N/A
(e) At-risk funding target:

(a)(v)}+(c)+(d), not less than (5)(a)(v) 79,636,598
(f) Preliminary at-risk normal cost

(adj. for expenses) 2,699,573
(» Normal cost load: 4% of (5)(b) N/A
(h) At-risk normal cost:

(f)+(g), not less than (5)(d) 2,699,573

1. Funding target

(a) Number of consecutive years at-risk (max 5) 0
(b) Transition percentage: 20% X (a) 0.0%
©) Funding target: (5)(a)(v)+[(b)x((6)(e)-(5)(@)(v))] 69,907,256
(d) Target normal cost:

(3)A)+[(B)x((6)(h)-(5)(d)] $1,934,656
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Development of Shortfall Amortization Charge

In accordance with Section 430(c) of the Internal Revenue Code, the Shortfall Amortization
Charge for any plan year is the aggregate total (not less than zero) of the shortfall amortization
installments for such plan year with respect to the shortfall amortization bases for the current

plan year and 6 preceding plan years.

In the initial year of application of PPA, the Shortfall Amortization Base is equal to the initial
Funding Shortfall. In subsequent years, a Shortfall Amortization Base is created equal to that
year’s Funding Shortfall less the present value of remaining Shortfall Amortization Installments.

If the Actuarial Value of Assets reduced by the Prefunding Balance is greater than or equal to the
Funding Target for a plan year, the plan is exempt from establishing a Shortfall Amortization

Base.

The Worker, Retiree and Employer Recover Act of 2008 provided transition relief for certain
eligible plans* with regard to establishing a Shortfall Amortization Charge. For these plans, only
the amount by which the assets (as reduced by the Credit Balance) are less than 92% of the
Funding Target need be established as a Shortfall Amortization Base in 2008. This percentage
increases to 94% in 2009, to 96% in 2010 and 1s then 100% in 2011 and beyond.

In any year in which the Funding Shortfall is zero, all Shortfall Amortization Bases are
considered fully amortized.

" To be eligible for this transition relief, the plan must have been exempt from the Additional Funding Charge rules
in the 2007 plan year.
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Development of Shortfall Amortization Charge

1st segment rate
2nd segment rate

Funding target

Adjusted plan assets

(a) Actuarial assets

(b) Funding Standard Carryover Balance

(c) Prefunding Balance (PFB)

(d) Adjusted assets: (a)-(b)-(c), not less than 0

Funding shortfall: (2)-(3)(d), not less than 0

Current shortfall amortization installments

(a) Annual installments
(1) Year -1 base (6 years remaining)
(i1) Year -2 base (5 years remaining)
(iii)  Year -3 base (4 years remaining)
(iv)  Year -4 base (3 years remaining)
{v) Year -5 base (2 years remaining)
(vi)  Year -6 base (1 years remaining)

(b) Total annual installments

{c) Present value of annual installments
1) Year -1 base (6 years remaining)
(i1) Year -2 base (5 years remaining)
{(iii)  Year -3 base (4 years remaining)
(iv)  Year -4 base (3 years remaining)
(v) Year -5 base (2 years remaining)
(vi)  Year -6 base (1 years remaining)

(d) Total present value of annual installments

Exemption from new shortfall amortization base

(a)  Target liability percentage

®) Shortfall funding target: (2)x(a)

(c) Prefunding Balance if used to reduce the
Minimum Required Contribution, else 0

(d)  Exempt?: [(3)(a)-(c)]>=(b)

3.78%
6.31%

$69,907,256
60,014,518
4,088,713

0
55,925,805

13,981,451

oOCOoCOOoOOQ

OSSO OC OO

100.00%
69,907,256

0
No
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Development of Shortfall Amortization Charge

7. Shortfall amortization base
(a) Adjusted funding shortfall:
(6)(b)-(3)(d), not less than 0 13,981,451
(b) New current year base:
(a)-(5)(d), or O if exempt 13,981,451
(c) New 7-year installment amount 2,300,361
8. Shortfall amortization charge:
(5)(b)+(7)(c), not less than 0 $2,300,361
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Minimum Required Centribution

If the Actuarial Value of Assets reduced by the Credit Balances is less than the Funding Target,
then the Minimum Required Contribution for such plan year shall be the sum of the Target
Normal Cost and the Shortfall Amortization Charge.

If the Actuarial Value of Assets reduced by the Credit Balances is greater than the Funding
Target for a year, then the Minimum Required Contribution for such plan year shall be the
Target Normal Cost less the excess of adjusted assets over the Funding Target, but not less than

$0.

Quarterly contributions are required if the Funding Shortfall was greater than $0 on the prior
valuation date. If applicable, the quarterly contribution is due on or before the 15" day following
the end of each quarter. If the quarterly contribution is not made on time, late interest is charged
at the Effective Interest Rate plus 5%. If applicable, the quarterly contribution amount is 25% of
the lesser of 90% of the current year’s minimum required contribution or 100% of the prior
year’s minimum required contribution.

Contributions can be made up to 8%2 months after the end of the plan year for such plan year. All
contributions will be discounted back to the valuation date with interest at the Effective Interest
Rate, including contributions made after the end of the plan year, to determine whether the
Minimum Required Contribution has been satisfied.

If the plan sponsor fails to pay the minimum required contribution by 8%2 months after the end of
the plan year, the plan sponsor will be required to pay a 10% excise tax under IRC Section 4971
on the amount of any unpaid minimum required contributions. This tax can increase to 100% if
the unpaid minimum required contribution is not corrected in subsequent plan years.
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Minimum Required Contribution

Summary of Minimum Required Contribution:

1. Effective interest rate 6.25%
2. Target normal cost $1,934,656
3. Shortfall amortization charge 2,300,361
4, Credit for excess assets
(a) Adjusted Assets 55,925,805
(b) Funding Target 69,907,256
{c) Excess assets: (a)-(b), not less than 0 0
5. Preliminary minimum required contribution (MRC):
(2)+(3)-(4)(c), not less than 0 4,235,017
6. Credit balances
(a) Eligible to apply against MRC?: Yes if for prior
year, assets minus prefunding balance >= 80% of .
. not-at-risk funding target Yes
( (b) Funding Standard Carryover Balance (FSCB) 4,088,713
' (¢}  Elected to apply FSCB against MRC? Yes
(d) Prefunding Balance (PFB) 0
(e) Elected to apply PFB against MRC? Yes
(f) Balances eligible to apply against MRC:
(b)+(d) if eligible and elected 4,088,713
7. MRC adjusted for credit balances:
(5)-(6)(f), not less than 0 146,304
8. Required quarterly contributions
(a) Quarterlies required?: Yes if prior year
funding shortfall Yes
(b) Prior year minimum required contribution 1,820,613
(c) Current year MRC: (5) 4,235,017
(d) Required annual payment:
lesser of (b) and 90% of (c), if applicable 1,820,613
(e) Required installment: 25% of (d) $455,153
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Schedule of Contributions

The plan’s “Effective Interest Rate” for any particular plan year is the single rate that, if used to
discount the plan’s expected benefit payments, would produce the same Funding Target that the
Segment Rates produce. The Effective Interest Rate is the rate at which interest is charged on
contributions until the date they are actually made.

The Effective Interest Rate for the 2011 Plan Year is: 6.25%
The Minimum Required Contribution as of January 1, 2011 is: $146,304
The Plan is subject to the quarterly contribution requirement for the 2011 plan year. The
following table provides the contribution schedule that meets the quarterly installment

requirements, if applicable, as well as satisfies the Minimum Required Contribution requirement
when discounted back to January 1, 2011 at the 2011 Effective Interest Rate:

Date Contribution
September 15, 2012 $162,254
Total $162,254

The above schedule assumes that the Plan Sponsor elects to apply the Plan’s Carryover Balance
to satisfy the minimum contribution requirement.

Preliminary Contribution Schedule for the 2012 Plan Year
Since there is a Funding Shortfall in 2011, the Plan will be subject to the quarterly contribution
requirement for the 2012 plan year. The amount of the 2012 quarterly installments will be no

greater than $1,058,754 and each will be due on or before April 15, 2012, July 15, 2012, October
15, 2012 and January 15, 2013.
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Maximum Deductible Contribution Limit

Contributions to a qualified pension plan may be deducted for tax purposes, subject to limitations
contained in Section 404(a) of the IRC. If the plan sponsor's taxable year and plan year coincide,
the limit for a taxable year is the maximum amount for the coinciding plan year. Otherwise, the
limit for the taxable year is the maximum amount with respect to either the plan year that
commences or the plan year that ends in the taxable year (or a weighted average of the respective
maximum amounts). Once the method for matching plan years to taxable years is established, it
may not be changed without prior approval from the IRS.

For a contribution to be deductible in a particular taxable year, the contribution must be made
during the taxable year or not later than the time for filing a tax return, which is the 15th day of
the third month following the end of the taxable year. A later contribution may be deductible if
the IRS has granted an approval to extend the deadline for filing the tax return.

Any contribution in excess of the tax-deductible limit for a taxable year may not be deducted in
that year, even though the sponsor may have taken deductions in previous years that were less
than the applicable tax-deductible limits. Contributions in excess of the tax-deductible limit may
be deducted in succeeding taxable years, but may be subject to a 10% excise tax under Section
4972 of the IRC. The amount (if any) of the excess that may be deducted in a later year may not
exceed the tax-deductible limit for that year minus the amount contributed in such later year.

For purposes of this report, the following assumptions have been made:

e The tax year begins January 1, 2011 and ends on December 31, 2011; and
¢ Historically, the deductible limit has been established based upon the plan year beginning
in this tax year.

Since the tax-deductible contribution is dependent upon the relationship between the taxable
year and the plan year and previous tax deductions, we recommend that you consult with your
tax advisor with respect to the tax treatment of contributions to the plan.

In accordance with IRC Sections 404(a) and 404(0), the maximum deductible contribution for a
limitation year shall be the greatest of:

a) Target Normal Cost plus 150% of the Funding Target* less the Actuarial Value of Plan

Assets

b) Minimum Required Contribution

c) If aplan is not “at-risk”, the Target Normal Cost and Funding Target (both determined as
if the plan were “at-risk’") less the Actuarial Value of Plan Assets.

* The Funding Target for this purpose is determined including compensation increases after the current plan year (if
the plan is pay-related) or including schedule benefit increases
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Maximum Deductible Contribution Limit

Summary of Maximum Tax Deductible Contribution

I

Funding target

Target normal cost

Cushion amount

(@)
b

©

50% of funding target: 50% of (1)
Expected benefit increases
() Not-at-risk maximum liability
(i1) At-risk maximum liability
(iii)  Per-participant load
(iv)  Liability load: 4% of (i)
v) At-risk target:
(ii)+(iii)+(iv), not less than (i)
(vi)  Transition percentage
(vii) Maximum funding target:
O+[(v)x((vV)-(1))]
Cushion amount: (a)+(b)(vii)-(1)

Actuarial value of assets

Preliminary limit:
(D)+(2)+(3)(c)-(4), not less than 0

Maximum if not at-risk

{(a)
{(b)
{c)

At-risk funding Hability
At-risk normal cost (incl. expenses)

Maximum if not at-risk:
(2)+(b)-(4), not less than 0

Minimum required contribution

Maximum tax deductible contribution:
max of (5),(6) and (7)

$69,907,256

1,934,656

34,953,628
80,693,553
86,015,573
N/A
N/A

86,015,573
0.00%

80,693,553
45,739,925

60,014,518
57,567,319
79,639,598

2,609,573

22,324,653

162,254

$57,567,319

Prepared by New York Life Retirement Plan Services
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Supplementary Exhibits

Prepared by New York Life Retirement Plan Services Page 22




PBGC Premiums

ERISA established the Pension Benefit Guaranty Corporation (PBGC), under the jurisdiction of
the Department of Labor, to guarantee most vested retirement benefits and certain disability and
SUrvivor pensions.

PBGC guarantees are limited. For example, the PBGC does not gnarantee benefits that had not
vested prior to the plan termination or benefits for which all age, service, or other requirements
had not been met at the time the plan terminates. Further, benefit increases and new benefits that
have been in place for less than a year are not guaranteed, and those that have been in place for
less than 5 years are only partly guaranteed. The maximum guaranteed benefit under a plan
terminating in 201! payable as a single life annuity at age 65, is $4,500 per month. Lower
guarantees apply if benefits begin before age 65 or if survivor benefits are payable. Benefits
other than pension benefits, such as health insurance, life insurance, death benefits, vacation pay,
or severance pay are not guaranteed, and the PBGC does not pay lump sums exceeding $5,000
(even if available under the plan prior to termination).

Plans covered by the PBGC insurance program must file an annual premium filing each year
with the PBGC via their online myPAA system within 9 1/2 months after the beginning of the
plan year. Plans covering more than 500 participants must also file an Estimated Premium Filing
through myPAA by the end of the second month of the plan year. All plans must pay a basic
premium of 335 times the number of participants as of the end of the previous plan year, and
plans with unfunded vested benefits must also pay an additional risk-related premium to the
PBGC.

Development of PBGC Premium for 2011:

I. Flat-rate premium
(a)  National Average Wage (NAW), 2 years prior $40,711.61
(b)  Flat-rate: $30 x (a)/$35,648.55 (2004 NAW), rounded 35
(c) Participant count (excludes 2 Alternate Payees) 746
(d)  Flat-rate premium: (b)x(c) $26,110
2. Variable-rate premium
(a)  PBGC funding target
(1) Not-at-risk PBGC liability 69,814,096
(ii) At-risk PBGC liability 79,535,810
(tii)  Per-participant load N/A
(iv)  Liability load: 4% x (i) N/A
(v) At-risk PBGC target:
(ii)+(iii)+(iv), not less than (i} 79,535,810
(vi)  Transition percentage 0.00%
(vii) PBGC funding target: (i)+{(vi)x((v)-(i))] 69,814,096
(b) Market value of plan assets 65,409,443
(c) Unfunded vested benefits: (a)(vii)-(b),
min zero, rounded up to $1,000 4,405,000
(d)  Variable-rate premium:
0.009x(c), or zero if exempt 39,645
3. PBGC Premium: (1)(d)+(2)(d) $65,755
Prepared by New York Life Retirernent Plan Services Page 23
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ASC 960 Information (previously known as FAS 35)

Transfers based on Accrual Method

The information in this exhibit is intended to satisfy the requirements under Accounting
Standards Codification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
{(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,
information for ASC 7135 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial
Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or
benefit service were assumed.

1. Actuarial present value of accrued plan benefits
(a) Actuiarial present value of vested benefits
(L Participants currently receiving benefits | $38,573,022
(ii) Participants entitled to deferred benefits 1,826,107
(iiiy  Other participants 18,672,755
(iv)  Total 59,071,884
(b) Actuarial present value of nonvested benefits 68,212
(c) Actuarial present value of accrued plan
benefits: (a)(iv)+(b) 59,140,096
2. Market value of assets (includes receivabies)* 65,409,443
3. Unfunded PVAB (Surplus assets): (1)(c)-(2) (6,269,347)
4, Funded percentage: (2)/(1)(c) 111%
5. Changes in present value
(a) PVAB as of January 1, 2010 55,088,956
) Changes due to:
) Decrease in discount period at 8.00% 4,216,436
(ii) Benefits paid (4,860,506)
(iif)  Assumption changes** 2,743,153
(iv)  Plan amendments 0
W) Additional benefits earned, including
experience gains and losses 1,959,242
(vi)  Amount Transferred (7,185)
(vii) Total change 4,051,140
(c) PVAB as of January 1, 2011: (a)+(b)(vii) $59,140,096

*Receivables for ASC 960 purposes are not discounted at the Effective Interest Rate.
**Discount rate changed from 8.00% to 7.75% and a mortality projection was added.
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ASC 960 Information (previously known as FAS 35) I

Transfers based on Cash Method

The information in this exhibit is intended to satisfy the requirements under Accounting
Standards Cedification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,
information for ASC 715 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial
Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or
benefit service were assumed.

1. Actuarial present value of accrued plan benefits
(@)  Actuarial present value of vested benefits
(1) Participants currently receiving benefits | $38,573,022
(ii) Participants entitled to deferred benefits 1,826,107
(1ii)  Other participants 18,672,755
(iv) Total 59,071,884
(b) Actuarial present value of nonvested benefits 68,212
(c) Actuarial present value of accrued plan
benefits: (a)(iv)+(b) 59,140,096
2. Market value of assets (includes receivables)* 65,409,443
3. Unfunded PVAB (Surplus assets): (1)(c)-(2) (6,269,347)
4, Funded percentage: (2)/(1)(c) 111%
5. Changes in present value
(a) PVAB as of January 1, 2010 55,382,812
) Changes due to:
(i) Decrease in discount period at 8.00% 4,216,436
(ii)  Benefits paid (4,860,506)
(iii)  Assumption changes** 2,743,153
(iv)  Plan amendments 6
(v) Additional benefits eamned, including
experience gains and losses 1,959,242
(vi)  Amount Transferred (301,041)
(vii) Total change 3,757,284
(c) PVAB as of January 1, 2011: (a)+(b){(vii) $59,140,096

*Receivables for ASC 960 purposes are not discounted at the Effective Interest Rate.
**D)iscount rate changed from 8.00% to 7.75% and a mortality projection was added.
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Participant Data

January 1, 2011 January 1, 2010
Active Participants
Number 299 321
Average age 46.04 44.94
Average past service 17.45 16.54
Average future service 14.44 15.44
Covered payroll:
- Total $20,690,681 $21,263,502
- Average $69,200 $66,241
Terminated Vested
Participants
Number 41 37
Average age 49.17 49.46
Annual benefits:
- Total $371,263 $291,991
- Average $9,055 $7,892
Retirees and
Beneficiaries
Number 408 415
Average age 74.07 73.80
Annual benefits:
- Total $4,430,612 $4,397,816
- Average $10,859 $10,597
Total Participant
748 773
Count
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Participant Data

Reconciliation of Participant Data:

Active | Terminated | Retirees and Total
Vested | Beneficiaries
As of January 1, 2010 321 37 415 773
New Hires 0 0 0 0
Rehires 0 0 0 0
Nonvested termination (3) 0 0 (3)
Vested termination (11) 11 0 0
Lump sum cashout ) 3) 0 (N
Retirement 4) {3 9 0
Disability 0 0 0 0
Deceased 0 0 (22) (22)
New beneficiaries 0 0 6 6
Miscellaneous 0 1 0 1
As of January 1, 2011* 299 41 408 748
*Includes 2 Alternate Payees under Qualified Domestic Relations Orders
Distribution of Inactive Benefiis Inforce:
Retired, Survivor, and Disabled Vested
Attained Avg. Avg.
Age No. Annuities No. | Annuities
Under 30 0 $0 2 $4,077
30 to 34 0 0 4 5,004
351039 0 0 3 6,148
40to 44 0 0 4 5,309
45 to 49 2 2,806 5 3,596
50 to 54 0 0 14 13,285
55t0 59 13 12,905 4 11,347
60 to 64 59 16,421 3 15,622
65 to 69 68 14,067 0
70t0 74 77 11,647 0
75t0 79 82 9,240 1 5,857
80to 84 64 7,568 1 1,333
85to 89 25 5,668 0
90 to 94 12 2,796 0
95 & up 6 2,954 0
Total 408 $10,859 41 $9,055
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Active Participant Data

Years of credited service

Age_

Under 1 lind Ftof 10140 14 15t0 19 201024 251029 301034 351039 40 & up Total

Under 25 Count 2 2
Avg Sal

251029 Count ki 8 15
Avg Sal

301034 Count 3 22 4 29

Avg Sal 69,203 68,867

351039 Count 3 I6 23 4 46

Avg Sal 69,077 68,797

40 1o 44 Count 1 10 il 7 6 35

Avg Sal 69,490

451049 Count I 11 11 13 9 6 51

Avyg Saj 69,520

50t0 54 Count 4 15 I6 2 {2 20 69

Avp Sal 64,147 67,944

55t0 59 Count 1 5 ] 6 14 9 36

Avg Sal 70,898

60 to 64 Count 2 2 l 4 5 15
Avg Sal

65 to 69 Count 1 1
Avg Sal
70 & up Count
Avg Sal

Totai Count ¥ 12 64 47 21 25 3B 14 209

Avg Sal 68,107 69,282 70,857 69,495 71333 67,754 69,200
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Actuarial Cost Method

Funding Target / Target Normal Cost

An Actuarial Cost Method is an allocation of the expected cost of a pension plan on a year-by-
year basis. The primary objective of an Actuarial Cost Method is to accumulate enough assets
prior to each participant's retirement to provide the promised pension benefits.

The Pension Protection Act of 2006 (PPA) mandates the use of the Traditional Unit Credit
Actuarial Cost Method. Under this method, the accrued benefit is estimated based upon service
and, if applicable, earnings as of the valuation date. The Funding Target is equal to the actuarial
present value of all accrued benefits as of the valuation date. The Target Normal Cost is the
actuarial present value, as of the valuation date, of the expected increases in projected accrued
benefit attributable to service expected to be completed during the plan year (i.e. if applicable,
one year's salary growth is reflected in the determination of Target Normal Cost).

For tax deduction purposes, the Funding Target may reflect the value of future pay increases on
accrued benefits, if applicable.

PPA Discounting Method

The plan sponsor is responsible for making the following decisions with regard to the
discounting method:

e Full yield-curve spot rates or a segmented yield-curve of 24-month average rates of
corporate bond rates

e If the segmented yield curve is used, the rates as of the month of the valuation may be
used or as of a lookback month up to 4 months prior to the valuation date (the full yield
curve must use the rates as of the month of the valuation starting in 2010)

For purposes of this valuation, the following discounting method was used and is assumed to be
approved by the plan sponsor:

e Rates through the month of August preceding the valuation date
e Segment Rates

Asset Valuation Method

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging
method, including, if applicable, discounted receivable contributions. The value of plan assets is
set equal to the average of the fair market value of assets on the valuation date and the adjusted
fair market value of assets (including expected earnings) determined for the two earlier annnal
determination dates. Expected eamings are calculated using the third segment rate of the
segmented yield-curve in effect at the beginning of each valuation year. The resulting average
value must be constrained so that it falls between 90 and 110 percent of the fair market value of
assets on the valuation date.
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Actuarial Assumptions
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Actuarial Assumptions

Actuarial assumptions are estimates of the occurrence of future events affecting the costs of the
plan. The assumptions have been chosen to anticipate the long-term experience of the plan. The
enrolled actuary will certify the reasonableness of these assumptions, as required by ERISA.

The actuarial assumptions used to compute this year's plan costs are as follows:

Economic Assumptions

PPA Segment Rates Funding Target PBGC
- Segment 1: Up to Year 5 ' 3.78% 3.78%
- Segment 2: Years 5-20 6.31% 6.31%
- Segment 3: Years 20+ 6.57% 6.57%
ASC 960 Assumed Investment Return 7.75%
Annual rates of increase:
- Salaries 4.00%
- Future Social Security wage bases 3.25%
- Statutory limits on compensation and benefits N/A
Demographic Assumptions
Mortality:
- Funding Target / PBGC IRS 2011 Static Mortality Table
- ASC960 RP-2000 Mortality Table projected to 2010
Terminations: Rates vary by age and sex. [lustrative

annual rates of withdrawal are as follows:

Age Male Female
25 7.18% 15.05%
40 1.57% 2.14%
55 0.29% 0.42%

Disability: None

Prepared by New York Life Retirement Plan Services
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Actuarial Assumptions

Assumed Retirement Age (Actives):

Assumed Retirement Age (Vested Terms):

Benefit Commencement date:

Preretirement Death Benefit:

Deferred Vested Benefit:

Retirement Benefit:

Form of Payment

Miscellaneous Assumptions

Percent Married:
Spouse Age:
Covered Pay:

Administrative Expenses:

Prepared by New York Life Retirement Plan Services

Rates varying by age.
Representative rates:
Age Rate
55 3%
56-58 1%
59 3%
60-61 10%
62 25%
63-64 20%
65 100%
Age 62

Surviving spouse benefits commence at the later of
the death of the active participant or the date the
participant would have attained age 55.

Upon termination of employment (if lump sum) or
at early retirement date (if annuity)

Upon termination of employment

Life annuity. Retirement benefit loaded 6.4% for

subsidized option factor. Withdrawal benefits are
assumed to be paid as a lump sum for participants

hired on or before January 1, 2004, otherwise they
are assumed to be paid as a life annuity

commencing at the participant's early retirement
date.

80%

Wife three years younger than husband
Annualized base salary rate as of valuation date
$40,000 (Prior year's administrative expenses

rounded up to nearest $5,000)
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Summary of Plan Provisions
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Summary of Plan Provisions

Effective Dates:

Employee:

Eligibility Requirements:

Plan Entry Date:

Year of Service:

Credited Service:

Prepared by New York Life Retirement Plan Services . Page 34

Original Plan: January 1, 1955

All bargaining employees of Montana-Dakota Ultilities Co.

Age: 21 for employees hired on or
after 1/1/85; if hired prior to
1/1/04, no service required.

Service: One Year of Service
Maximum Age: None

Plan eligibility is frozen for employees hired after
June 30, 2007.

An eligible employee will enter the plan on the first
day of the month following completion of the
eligibility requirements. No employee hired after
June 30, 2007 may enter the plan.

12-consecutive month computation period in which
an employee is credited with 1,000 or more hours

of service.

Eligibility: Computation period
commences on employee’s
date of hire.

Vesting: One year for each 1,000-hour
calendar year of employment
by MDU Resources Group,

Inc., or a related company.

Service following age 21 with a maximum of 35
years; full year if 2,080 hours in a year, prorate for
less than 2,080 hours. Except for years of hire and
termination, exclude years with less than 1,000 hours.



Summary of Plan Provisions

Normal Retirement Date (NRD): Last day of the month in which 65" birthday occurs

Basic Monthly Compensation: Basic rate of regular compensation as of the first
day of the first payroll period of the month,
including Section 125 and 401 (k) deferrals. Special
rules for commissioned and part-time employees.

Final Average Monthly The average of the highest 60 consecutive basic

Compensation: monthly compensation rates in the last 120 months
of employment.

Normal Retirement Benefit: Monthly pension benefit determined as of NRD.

Normal Form of Benefit: Single:  Life Annuity

Married: 50% Joint and Survivor

Early Retirement Eligibility: Retire before NRD and on or after both attaining
age 55 and completing five years of vesting service.

Early Retirement Benefit: Monthly pension benefit determined as of early
retirement date. For retirements prior to age 60,
the benefit is reduced .25% for each month that
commencement of payment precedes age 60.

Deferred Vested Eligibility: Terminate for reason other than death or retirement after
completing five years of vesting service.

Deferred Vested Benefit: -Monthly pension benefit determined as of date of

termination payable at NRD

-Monthly pension benefit determined as of
termination date, reduced .25% for each
month that commencement of payments
precedes age 62. '

-Participants hired before January 1, 2004

who are not eligible for early retirement may elect

a single sum payment equal to the actuarial
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Summary of Plan Provisions

Deferred Vested Benefit:

Pre-Retirement Spousal
Death Benefit:

Monthly Pension Benefit:

_ Pension Credits:

Final Pay Benefit:

Integration Level:

Prepared by New York Life Retirement Plan Services Page36 -

equivalent of the benefit payable at age 55, based
on the interest and mortality assumptions
specified under IRC 417(e)(3).

If death while active employee after age 45, 50% of
monthly pension benefit at date of death reduced for early
payment to employee’s date of death.

If death while active employee before age 45 or after
termination, 50% of monthly pension benefit at date of
death reduced for the 50% joint and survivor annuity
option, payable as early as the employee’s 55" birthday.

The greater of total Pension Credits and the Final
Pay Benefit, with a minimum benefit equal to the
pension benefit as of December 31 preceding
termination. A modified formula is applied for
participants who had annualized basic
compensation during a plan year prior to 1994 in
excess of $150,000.

For employees who began participation and attained

age 40 on or before February 28, 1990, a pension

credit for each year after December 31, 1988 equal to
1.65% of the first $1,100 of basic monthly compensation as
of the first day of the first payroll period of the plan year
plus 2% of the excess; proportionately reduced for less than
2,080 hours of service. Different formulas applied for
service prior to 1989.

1.1% of final average monthly compensation up to
the integration level plus 1.45% of the final
average monthly compensation in excess of the
integration level, times years of credited service
(maximum of 35 years).

For plan years after 1989, the integration level
equals $1,400 multiplied by a fraction equal to the
current year Taxable Wage Base divided by $48,000.
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I. INTRODUCTION

'The purpose of this report is to present certain financial information in accordance with FASB
Accounting Standards Codification (ASC) 715-30 (formerly FAS 87).

This report was based on information submitted to our firm in the form of payrolt and asset data, as
well as ancillary material pertaining to the Plan. In addition, the actuarial assumptions as to weighted-
average discount rate, rate of increase in compensation levels, and expected long-term rate of return
on plan assets described in Section IV of this report were supported by the plan sponsor and its
auditors.

Actuarial computations under FASB ASC 715-30 are for purposes of fulfilling employer accounting
requirements. The calculations reported herein have been made on a basis consistent with our
understanding of FASB ASC 715-30. Determinations for purposes other than meeting employer
financial accounting requirements may be significantly different from the results reported herein.
Accordingly, additional determinations are needed for other purposes, such as judging benefit
security at termination or adequacy of funding for an ongoing plan.

The Net Periodic Pension cost has been determined to be $3,107,650 for the Fiscal Year Ending
December 31, 2011, The assumptions used to determine the Net Periodic Pension Cost include a
discount rate of 5.36% and are illustrated in Secton I'V.

In preparing the results presented in this report, we have relied upon information provided to us
regarding plan provisions, plan participants and plan assets. This information is summarized in the
2011 funding valuation for the plan. We have reviewed this information for overall reasonableness,
but we have not audited this information, The accuracy of the results presented in this report is
dependent upon the accuracy and completeness of the underlying information.

April 28, 2011 LA M Ao

Date Mark B. Magnus, A.S.A., Enrolled Actuary
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II. DETERMINATION OF NET PERIODIC PENSION COST
FISCAL YEAR ENDING DECEMBER 31, 2011

1. Employer Service Cost
1) Amount at beginning of year
b) Interest

c) Total service cost (a)+(b)

2. Interest Cost
a) Projected Benefit Obligation (PBO)
at beginning of year
b) Expected distributions
¢) Average expected PBO
d} Discount rate

e) Interest cost (c)x(d)

3. Expected return on assets
a) Market-related value at beginning of year
by Expected distrfibutions
¢) Total expected contributions
d} Expected expenses
€) Average market-related value of assets
f) Long term rate of return

g) Expected rerarn (€)x(f)

4. Amortization of Transidon (Asset) or Obligation

- Attachment A

5. Amortization of Priot Service Cost

- Attachment B

6. Amortizadon of {Gain) or Loss

-Attachment C-2, end of year

7. Net Periodic Pension Cost

(1)+(2e)-(3g) +H{H)+(5)+(6)

$2,004,800
107,457
2,112,257

89,523,603

4,674,643

86,991,505
5.36%

4,662,745

70,038,839

4,674,643

0

0

67,506,741
7.75%

5,231,772

259,036

1,305,384

$3,107,650
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III. ATTACHMENTS - Attachment A

AMORTIZATION OF TRANSITION OBLIGATION (ASSET)

Fiscal Year
Ending

Unrecognized
Amount -
Beginning of year

Amount
Recognized

Unrecognized
Amount -
End of year

2011
2012
2013
2014
205
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2020
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039

ClODDDOOOOOOOOODOOOODGOOOODGOO
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ITI. ATTACHMENTS - Attachment B

AMORTIZATION OF PRIOR SERVICE COST

Summary for Fiscal Year Ending 12/31/11

Beginning Amount End of Year

Date of Year Recognized Balance

Established Balance
1. Amendment #1 1/1/1995 $36,040 36,040 0
2. Amendment #2 1/1/2000 $556,765 105,108 $451,657
3. Amendment #3 1/1/2001 483,593 75,846 $407,747
4. Amendment #4 1/1/2001 259,501 40,700 $218,801
5. Amendment #5 1/1/2003 11,741 1,342 $10,399
Total $1,347,640 £259,036 $1,088,604
Page 4



HI. ATTACHMENTS - Attachment C-1

 CALCULATION OF (GAIN) OR LOSS

i

1. Net actuarial (gain) or loss from December 31, 2610 disclosure

2. PBO from December 31, 2010 disclosure

3. Fair value of plan assets from December 31, 2010 disclosure
4. PBO as of January 1, 2011

5. Fair value of plan assets as of January 1, 2011

6. (Gain)/Loss (1)-(2)+(3)+(@)-(5)

Page 5

$32,557,383

89,649,478

65,409,443

89,523,603

65,409,443

$32,431,508
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1. ATTACHMENTS - Attachment C-2

(GAIN) OR LOSS SUBJECT TO AMORTIZATION

1.(Gain)/loss-Artachment C-1 line 6
2.PBO - Arachment C-1 line 4

3.(Gain) or loss not reflected

in market-related value
1) Fair value

) Market-related value

) Amount not reflected in (b)

(a)-(5)

4, (Gain) or loss subject to amortization

{D)+(3<)
5. Greater of (2) or (3b)
6. 10% of (5)

7. {Gain) or loss subject to amortization

excess of (4} over (6)

8. Average future service of participants

expected to receive benefits

9. Amartizadon amount (7)/(8)

Fiscal Year Ending

December 31, 2011

$32,431,508

89,523,603

65,400,443
70,038,839

(4,629,396)

27,802,112

89,523,603

8,952,360

18,849,752

14.44

$1,305,384

Page 6
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IV. ACTUARIAL ASSUMPTIONS

For determining the Net Periodic Pension Cost
for the Fiscal Year Ending December 31, 2011

Measurement Date: December 31, 2010
Discount Rate; 5.36%
Annual Rate of Increase in Compensation: 4.00%
Expected Long Term Rate of Return on Plan Assets: 7.75%
Mortality: RP2000 Combined Healthy Mortality Table projected to 2010
Turnover:

Rates vary by age and sex.

Representative rates:

Age Male Female

25 7.2% 15.1%

40 1.6% 2.1%

55 0.3% 0.4%
Taxable Wage Base Increase: 3.25%
Cost of Living Increase: 3.25%
Expenses: None

Page 7
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V. DEFINITIONS

Discount Rate. This Discount Rate reflects the rate used to adjust for the time value of money.

It should reflect the rates at which the pension benefits could effectively be settled.

Expected Long Term Rate of Return on Plan Assets. This is an assumption concerning
the rate of return on plan assets. The product of the Expected Long Term Rate of Return on

Plan Assets and the plan's assets is applied as a credit towards the current year's net periodic

pension cost.

Gain or Loss. Gains and Losses measure the difference between actual experience
and that assumed. Under US GAAP the impact of changes in actuarial assumptions is

also measured as a Gain or Loss.

Fajr Value of Plan Assets. The market value of assets.

Measurement Date. The date at which plan assets and obligatdons are measured.

Net Transition (Asset) Obligation. The excess{deficit) of the PBO over the Fair Value of
assets (adjusted for previously recognized accrued or prepaid pension costs) as of the date of
initial compliance with US GAAP.

Prior Service Cost. This is the amount of change in the Projected Benefit Obligadon due to

amendments to the plan.

Projected Benefit Obligation (PBO). This represents the present value of pension benefits

based on service earned to date and expected future increases in salary.

Page 8



V. DEFINITIONS

Net Periodic Pension Cost. This represents the pension expense for the fiscal year. The

Net Periodic Pension Cost consists of the following:

(1) Service Cost. The Service Cost represents the value of benefits earned each year. This
is comparable to the normal cost used in determining funding levels under ERISA.
(2) Interest Cost. The Interest Cost equals the product of the Discount Rate and the
Projected Benefit Obligation adjusted for benefit payments expected during the year.
(3) Retumn on Plan Assets. The Return on Plan Assets is the product of the
Expected Long Term Rate of Return on Plan Assets and the Fair Value of Plan
Assets adjusted for contributions and benefit payments expected during the year.
This component represents a credit which reduces the Net Periodic Peasion Cost for

the year.
(4) Amortization of Unrecognized Gain or Loss. Amortization payments are included

in the Net Periodic Pension Cost to systematically recognize cumulative Gains and Losses

that are unrecognized as they occur.

(5) Amortization of Unrecognized Prior Service Cast. This is the amortization of

increases or decreases in the Projected Benefit Obligation due to amendments to the plan.

(6) Amortization of Unrecognized Net Obligation or Asset at Transition. This

represents the amortization of the Net Obligation(Asset) that existed at transidon in the

initial year of US GAAP compliance.

Projected Unit Credit Cost Method, Under this method, the benefit for each participant is
projected to retirement and a pro-rata part of this benefit is then assigned to each year of
service from hire date to the participant's retirement date. The Service Cost for each participant
is the present value of the pro-rata benefit assigned to the current year. The Service Cost for
the Fiscal Year is equal to the sum of the individual Service Costs for all participants. This
method is required to be used in all calculations under US GAAP.
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Executive Summary

Januarv 1.2012 January 1, 2011

Contribution Range

Minimum Required $2,305,343 $4,785,451
Contribution * (as of 1/1/2012) (as of 1/1/2011)
Maximum Deductible $94,798,113 $89,940,417
Contribution
Credit Balances
Carryover Balance $0 $0
PreFunding Balance $3.494.166 $0
Total $3,494,166 $0
Assets and Liabilities
Target Normal Cost $250,000 $85,000
Funding Target $140,003,256 $128,364,882
Actuarial Value of Assets $115,496,771 $102,691,906
Funding Target Attainment 80.00% 80.00%
Percentage
Market Value of Assets $112,074,073 $110,469,284
Estimated Rate of Return on (1.52%) 14.30%
Market Value of Assets
Census Information
Active Participants 385 416
Terminated Vested Participants 60 56
Retirees and Beneficiaries 556 546
Total 1,001 1,018
Assumptions

Interest Discounting August 2011 August 2010

Segment Rates Segment Rates
Effective Interest Rate 5.43% 6.24%

* Minimum contributions shown are net of any Credit Balances.
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Executive Summary

Changes in Plan Provisions Since Prior Valuation
There have been no changes in plan provisions since the prior valuation.

Changes in Actuarial Assumptions and Methods
The interest rates and mortality were updated to comply with the plan’s funding method.

In addition, the ASC 960 mortality table was changed to the IRS 2012 Static Mortality Table
(from RP 2000 Mortality Table projected to 2010).

Summary of Other Significant Changes

We are not aware of the occurrence of any other significant event that would have a material
effect on this valuation.

Quarterly Contribution Requirement and Recommended

Contribution Schedule for 2012

The plan is subject to the quarterly contribution requirement for the 2012 plan year. The
following table provides the contribution schedule that meets the quarterly installment
requirements, if applicable, as well as satisfies the Minimum Required Contribution requirement
when discounted back to January 1, 2012 at the 2012 Effective Interest Rate:

Date Contribution
January 15, 2013 $1,200,127
September 15, 2013 $1,279,456
Total: $2,479,583

The contribution schedule shown above is based on the plan sponsor’s signed election to
establish a PreFunding Balance from the April 13, 2012, July 15, 2012 and August 31, 2012
contributions and to apply this PreFunding Balance to satisfy the 2012 plan year minimum

requirement.

Estimated Quarterly Contribution Requirement for 2013

The plan will be subject to the quarterly contribution requirement for the 2013 plan year. Based
upon 2012 actuarial valuation results, the estimated quarterly contribution required for the 2013
plan year will be $1,449,877. A contribution in this amount must be made on or before April 15,
2013, July 15, 2013, October 15, 2013 and January 15, 2014. Once the 2013 actuarial valuation
is complete, we will communicate the final contribution requirements for the 2013 plan year.

Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining
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Executive Summary

Funding Policy Contribution

The plan sponsor’s funding policy is to contribute the amount to meet the minimum funding
requirements of Internal Revenue Cede Sections 412 and 430. From time to time, and with
regard to their cash and tax position, the plan sponsor may contribute an amount above the
minimum required contribution.

Actuary’s Commentary

At-Risk Status

The plan is not “at-risk” for the 2012 plan year since the 2011 Funding Target Attainment
Percentage (FTAP) of 80.00% is at least 80%. The plan will not be “at-risk” in 2013 since the
2012 FTAP of 80.00% is at least 80%.
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Actuarial Certification

This report presents the results of the actuarial valuation as of January 1, 2012 for the MDU
Resources Group, Inc. Pension Plan for Non-Bargaining Unit Employees. The purpose of this
report is to review the plan’s experience for the prior year and to provide the plan sponsor with
an acceptable range of contributions for the plan year in accordance with ERISA and the Internal
Revenue Code.

This report is not an AFTAP certification, nor should it be relied upon for any other purpose
by any party other than the plan sponsor.

This valuation has been conducted in accordance with generally accepted actuarial principles and
practices. In preparing the results presented in this report, we have relied upon information
provided to us regarding plan provisions, plan participants and plan assets. We have reviewed
this information for overall reasonableness, but we have not audited this information. The
accuracy of the results presented in this report is dependent upon the accuracy and completeness
of the underlying information.

The assumptions for interest and mortality are mandated by the Internal Revenue Service. All
other assumptions have been selected by New York Life Retirement Plan Services, with
concurrence of the plan sponsor, and are considered to be reasonable and within the “best-
estimate range” as described by the Actuarial Standards of Practice.

The information contained in this report was prepared for the internal use of MDU Resources
Group, Inc. and its auditors in conmection with our actuanal valuation of the MDU Resources
Group, Inc. Pension Plan for Non-Bargaining Unit Employees. It is neither intended nor
necessarily suitable for other purposes.

The Consulting Actuary meets the “General Qualifications Standard for Prescribed Statements of
Actuarial Opinion” of the American Academy of Actuaries relating to pension plans.

May 18,2012 Mol /3 M Ao

Date Mark B. Magnus, ASA, MAAA, Enrolled Actuary
Enrolled Actuary No. 11-02866
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Plan Assets

I. Asset Valuation Method

IRC Section 430(g) provides that plan assets be valued at either their fair market value on the
valuation date or at the “average” value of assets on the valuation date. Under this average
value, the value of plan assets is set equal to the average of the fair market value of assets on the

valuation date and the adjusted fair market value of assets (including expected earnings)

determined for one or more earlier determination dates (up to a 2-year limit). The resulting
average value must be constrained so that it falls between 90 and 110 percent of the fair market

value of plan assets on the valuation date.

Contributions for a prior plan year that are made after the beginning of this plan year must be

adjusted for interest at the effective interest rate under Section 430(h)(2).

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging

method.

Ii. Contributions for Plan Year Beginning January 1, 2011

Date

April 15,2011
July 15, 2011
October 14, 2011
January 11, 2012
March 30, 2012
April 13, 2012
July 15, 2012*
August 31, 2012*

Total:

*Adnticipated

Amount
855,359
855,359
855,359
855,359
5,391,821
1,200,127
1,200,127
1,200,127

$12,413,638

Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining
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Plan Assets

III. Reconciliation of Market Value of Assets

1. Market Value of Assets as of January 1, 2011
2. Contributions Made During Calendar Year
3. Investment Income

4. Benefit Payments

5. Administrative Expenses

6. Market Value of Assets as of January 1, 2012
(1+243+4+5)

7. Discounted Receivable Contributions®

8. Market Value of Assets'as of January 1, 2012
(including discounted receivable contributions)

Estimated Gross Rate of Return on Assets:

$99,442,314
13,757,133
(1,590,517)
(8,906,464)
(288,101)

$102,414,365

$9,659,708

$112,074,073

(1.52%)

The estimated rate of return is based on the time weighting of contributions, benefit

payments and expenses

*Contributions for the 2011 Plan Year that are made after December 31, 2011 are discounted

back to January 1, 2012 at the 2011 Effective Interest Rate of 6.24%
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Plan Assets

IV. Development of Asset Gain/(Loss)"

1. Development of 2010 Gain/(Loss)

(a) Expected Return on Assets

(b) Market Value at January 1, 2010
(c) Benefit Payments and Expenses
(d) Expected Return at 6.82% Interest

(i) Market Value 6,351,253
(ii) Benefit Payments (295,559)
(iii) Contributions 71.710
(iv) Total

(e) Actual Return on Market Value
() Gain/(Loss): (e)-(d)(iv)

2. Development of 2011 Gain/(Loss)

(a) Expected Return on Assets

(b) Market Value at January 1, 2011
(c) Benefit Payments and Expenses
(d} Expected Return at 6.57% Interest

(1) Market Value 7,257,832
(i1) Benefit Payments (297,237)
(ii1) Contributions 76.799
(iv) Total

(e) Actual Return on Market Value
() Gain/(Loss): (e}-(d)(iv)

6.82%
$93,126,880
(8,812,757)

6,127,404
12,786,963
$6,659,559

6.57%
$110,469,285
(9,194,565)

7,037,394
(1,426,432)
($8,463,826)

" For purposes of determining Asset Gain/{Loss), discounted receivable contributions are included in the Market

Value of Assets.

Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining
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Plan Assets

V. Actuarial Value of Assets
1. Market value of assets, January 1, 2012

2. Prior year gains/(losses):
(a) Asset gain/(loss) for year-2
(1)  Initial asset gain/(loss)
(i) Weight
(1ii) Unrecognized amount: (i)x(ii)
{b) Asset gain/(loss) for year-1
(i)  Initial asset gain/(loss)
(i) Weight
(ili) Unrecognized amount: (i)x(it)

3. Total amount unrecognized: sum of (2)(iii)
4, Preliminary actuarial value: (1)-(3)

5. Market value corridor override

(a) Lower bound: 0.9 x(1)
{b) Upper bound: 1.1 x(1)
(c) Adjustment to corridor

6. Actuarial assets, January 1, 2012: (4)+(5)(c)

$112,074,073

6,659,559
0.333
2,219,853

(8,463,826)

0.667
(5,642,551)
(3,422,698)
115,496,771
100,866,666
123,281,480

0

$115,496,771
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Credit Balances

With the enactment of the Pension Protection Act of 2006, credit balances were maintained,;
however, they were bifurcated into the following two categories:

1. The credit balance, if any, as of the end of the 2007 plan year establishes the Carryover

Balance; and
2. Contributions made on or after the 2008 plan year in excess of minimum funding

requirements will be credited to the Prefunding Balance.

Maintaining credit balances is elective. Plan sponsors may “waive” some or all of the Carryover
Balance or Prefunding Balance in order to avoid asset reductions for purposes of determining:

1. whether the plan is “at-risk”,

2. the Funding Target Attainment Percentage,
3. the Shortfall Amortization Base, and

4. whether benefit restrictions apply

If the credit balances are to be waived, the Carryover Balance must be waived first prior to any
waiver of the Prefunding Balance.

After 2007, interestron the Carmryover and Prefunding Balance will be credited at the rate
determined on the actual return on the market value of plan assets.

Credit balances may be used toward the current year’s minimum funding requirement only if, for
the prior year, the Actuarial Value of Assets less the Prefunding Balance is greater than 80% of
the “not-at-risk” Funding Target. If the Credit Balances are going to be used as an offset to the
Mintmum Funding Requirement, the Carryover Balance must be used first prior to the use of the

Prefunding Balance.
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Credit Balances

Detailed below is the development of the Credit Balances as of the beginning of the 2012 plan

year:
1. Funding Standard Carryover Balance (FSCB)
(a) FSCB as of January 1, 2011 after waivers $0
(b)  FSCB applied to minimum required contribution 0
(c) Remaining FSCB as of January 1, 2011: (a)~(b) 0
(d)  Rate of return on plan assets during plan year 2011 (1.52%)
(e) Interest on (c) : (c)x(d) 0
3] FSCB as of January 1, 2012: (c)+(e) 0
(g) Waived FSCB 0
(h) FSCB as of January 1, 2012 after waivers: (f)-(g) $0
2. Prefunding Balance (PFB)

(a) PFB as of January 1, 2011 after waivers 0
(b) PFB applied to minimum required contributions 0
(c) Remaining PFB as of January 1, 2011: (a)-(b) 0
(d)  Rate of return on plan assets during plan year 2011 (1.52%)
(e) Interest on (c) : (c)x(d) 0

(£ Excess contributions
()] Employer contributions discounted to BOY 11,576,821
-(i1)  Preliminary minimum required contribution (MRC) 4,785,451
(ii1)  Credit balances applied to MRC 0
(iv)  Excess: (i)-(i)+(iii), min zero 6,791,370
) Excess above MRC: (i)-(i1), min zero 6,791,370
(vi)  Excess due to use of credit balances: (iv)-(v) 0
(vit) Effective rate 6.24%
(viii) Interest on excess contributions: (v)x(vii)+(vi)x(d) 423,781
(ix)  Total available to add to PFB: (iv)+(viii) 7,215,151
(x) Portion of (ix) added to PFB 3,454,166
(2 PFB as of January 1, 2012: (c)+He)+H(E)(x) 3,494,166
(h) Waived PFB 0
) PFB as of January 1, 2012 after waivers: (g)-(h) $3,494,166
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Credit Balances

The following chart details what, if any, portion of the Credit Balances will be waived for 2012:

1.

Waived credit balance(s) to avoid benefit restrictions
(a) Preliminary Adjusted Funding Target Attainment Percentage
(AFTAP) before waivers

@ Actuanal assets $115,496,771
(i)  Funding Standard Carryover Balance (FSCB) 0
(iii)  Prefunding Balance (PFB) 3,494,166
(iv)  Not-at-risk funding lLiability 140,003,256
W Non-HCE annuity purchases in last 2 years 0
(vi)  Preliminary AFTAP prior to benefit restriction waivers:
(@)-G)-(HD)HVYAV)IHV)) 80.00%
(vii)) Funded Ratio: (1)/(iv) 82.49%
(b) Transition percentage 100%
(c) Credit balance(s) waived to avoid benefit
restrictions, if possible 0
(d) Preliminary AFTAP after benefit restriction waivers
(1) FSCB after benefit restriction waivers 0
(ii)  PFB after benefit restriction waivers 3,494,166
(iii)  Preliminary AFTAP afier benefit restriction waivers:
if (a)(vi1)>=(b), ((a)(D)+(@)(vV))/((a)(av)+(a)}(v)),
else ((a)(D)-(D)-()+(@)(V))((a)iv)+a@)(v)) 80.00%
2. Waived credit balance(s) to avoid At-Risk status
(@) = Not-at-Risk Funding Target Attainment Percentage
(NAR FTAP) before waivers to avoid At-Risk status:
(DEO-(D@D-(D(@EDV(D(a)iv) 80.00%
(b) At-Risk Funding Target Attainment Percentage
(AR FTAP) before waivers to avoid At-Risk status
(1) At-risk funding lhability 158,421,084
(i)  Preliminary AR FTAP:
{(DEE-(D(@E)-(1)(d)([))/ () 70.69%
(c) Funding Target Benefit percentage for following year 80%
(d)  At-Risk in following year?
Yes if (a)<(c), (b)(11)<70%, and >500 participants No
(e) Credit balance(s) waived to avoid At-Risk
status, if possible 0
® FTAPs after waivers
(1) FSCB afier waivers 0
(ii)  PFB after waivers 3,494,166
(iiiy NARFTAP: (1)(@)(@)-Q)-G)/ (1) (a)y(iv) 80.00%
(iv) AR FTAP: ((1)(a)(1)-(1)-(11))/(b)(i) 70.69%
Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining Page 8
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Funding Target

In accordance with Section 430(d) of the Internal Revenue Code, the Funding Target is the
present value of all benefits accrued or earned under the plan as of the beginning of the plan
year.

The Funding Target for plans that are “not-at-risk™ is determined based on the following:

s Interest discounting is mandated through use of a segmented yield curve based on high-
quality (AAA,AA,A) corporate bond yields. The three segments include benefits
expected to be paid over the next 5 years, between years 5 and 20 and after year 20. The
segmented yield curve is based on a 24-month unweighted average and there is an
optional 3-year phase-in from the prior discounting basis beginning in 2008. There is
also an optional lookback period up to 4 months prior to the beginning of the plan year.
Alternatively, plan sponsors may elect to use the full yield curve in lieu of the segmented
rates. The full yield curve, however, represents the rates for one month as opposed to the
24-month average.

e The mortality assumption is mandated by the IRS. The table is based upon the RP-2000
Mortality Table with separate tables for annuitant and non-annuitant mortality. Plan
sponsors may use either the table with static projections or a table with generational
projections. The static projection table projects non-annuitant mortality rates (i.e., prior
to benefit commencement) 15 years beyond the valuation year and annuitant mortality
rates (i.e. after benefit commencement) 7 years beyond the valuation year. The
generational projection table projects mortality rates (annuitant and non-annuitant) to all
future years. All projections are performed using Scale AA.

o Assumed utilization of lump sums, if applicable, is reflected.

o All other assumptions that are individually reasonable and, in combination, offer the
enrolled actuary’s best estimate of anticipated experience.

A plan is considered to be “at-risk” for the current plan year if it meets all of the following
requirernents:

The Funding Target Attainment Percentage for the prior plan year is less than 80%

e As of the prior plan year, the Actuarial Value of Assets less any Credit Balances is less
than 70% of the “at-risk” Funding Target*

e Total participants in all defined benefit plans sponsored by the employer (or any member
of the employer’s controlled group) is greater than 500.

*Determined without regard to the loading factor
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Funding Target

The Funding Target for a plan that is “at-risk™ is determined using the following additional
mandated assumptions:

e Participants who will be eligible to elect benefits in the next 10 years will assume to do
so at their earliest eligibility date
Participants are assumed to elect the most-valuable form of benefit

e Ifaplan has been in “at-risk™ status for at least 2 of the 4 preceding plan years, a loading
factor is added equal to $700 per participant plus 4% of the “not-at-risk” Funding Target

e Inno event shall the “at-risk” Funding Target be less than the “not-at-risk™ Funding
Target

If a plan is deemed to be “at-risk”, the Funding Target for purposes of determining the

contribution requirement will be based upon a 5-year “phase-in” of the “at-risk™ Funding Target.

Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining Page 10
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Funding Target

Development of Funding Target

1.

2.

More than 500 participants in controlled group in prior year?

Prior year funding target attainment percentage
(a) Not-at-risk lability
(b)  At-risk liability

Funding target benchmark percentage
At-risk status

(a) Current year: If (1) and
(2)(a)<(3) and (2)(b)<70%

(b)  Year-l
(©) Year-2
(d) Year-3
(e) Year4

(D) At-risk current year and 2 of preceding
4 years? (If yes, loads apply)

Not-at-risk funding liability

(a)  Funding liability
(i) Retirees and benef. receiving payments
(ii) Terminated vested participants
(iii) Active participants, vested liability
(iv) Active participants, total liability
(v) Total liability: (1()*+(@ii)+(v)

(b) Normal cost before adjustments

(c) Expenses included in Normal Cost

(d) Normal cost: (b)+(c)

Yes

80.00%
69.83%

80%

85,939,964
2,197,712
51,865,580
51,865,580
140,003,256
0

290,000
290,000
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Funding Target

6. At-risk funding liability
(a) At-risk funding hability
(i)  Retirees and benef. receiving payments 85,939,964
(ii)  Terminated vested participants 2,793,200
(i)  Active participants, vested liability 69,687,520
(iv)  Active participants, total liability 69,687,920
(v) Total hability: (i)+(i)+(iv) 158,421,084
(b)  Number of plan participants 1,001
(c) Per-participant load: $700 x (b) N/A
(d) Liability load: 4% of (5)(a)(v) N/A
(e) At-risk funding target:
(a)(v)+(c)+(d), not less than (5)(a)}(v) 158,421,084
H Preliminary at-risk normal cost
(adj. for expenses) 290,000
(g) Normal cost load: 4% of (5)(b) N/A
(h) At-risk normal cost:
(+(g), not less than (5)(d) 290,000
7. Funding target
(a) Number of consecutive years at-risk (max 5) 0
(b) Transition percentage: 20% x {(a) 0%
(c) Funding target: (5)(a)(v)+[(b)x((6)(e)-(5)(a)(V))] 140,003,256
(d) Target normal cost:
OUDH[(b)x((6)(M)-(5)(d)] $290,000
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Development of Shortfall Amortization Charge

In accordance with Section 430(c) of the Internal Revenue Code, the Shortfall Amortization
Charge for any plan year is the aggregate total (not less than zero) of the shortfall amortization
installments for such plan year with respect to the shortfall amortization bases for the current
plan year and 6 preceding plan years.

In the initial year of application of PPA, the Shortfall Amortization Base is equal to the initial
Funding Shortfall. In subsequent years, a Shortfall Amortization Base is created equal to that
year’s Funding Shortfall less the present value of remaining Shortfall Amortization Installments.

If the Actuarial Value of Assets reduced by the Prefunding Balance is greater than or equal to the
Funding Target for a plan year, the plan is exempt from establishing a Shortfall Amortization

Base.

In any year in which the Funding Shortfall is zero, all Shortfall Amortization Bases are
considered fully amortized.
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Development of Shortfall Amortization Charge

L. Ist segment rate 2.06%
2nd segment rate 5.25%
2. Funding target $140,003,256
3. Adjusted plan assets
(a)  Actuarial assets 115,496,771
(b) Funding Standard Carryover Balance 0
(c) Prefunding Balance (PFB) 3,494,166
(d) Adjusted assets: (a)-(b)-(c), not less than 0 112,002,605
4. Funding shortfall: (2)-(3)(d), not less than 0 28,000,651
5. Current shortfall amortization installments
(a) Annual installments
(i) Year -1 base (6 years remaining) 1,394,016
(ii)  Year -2 base (5 years remaining) 2,484,016
(iii)  Year -3 base (4 years remaining) 822,419
(iv)  Year -4 base (3 years remaining) 0
(v)  Year -5 base (2 years remaining) 0
(vi)  Year -6 base (1 year remaining) 0
(b) Total annual installments 4,700,451
(c) Present value of annual installments
(1) Year -1 base (6 years remaining) 7,773,669
(i1) Year -2 base {5 years remaining) 11,928,719
(iit)  Year -3 base (4 years remaining) 3,191,410
(iv)  Year -4 base (3 years remaining) 0
) Year -5 base (2 years remaining) 0
(vi)  Year -6 base (1 year remaining) 0
(d)  Total present value of annual installments 22,893,798
6. Exemption from new shortfall amortization base
(a) Target liability percentage 100%
(b) Shortfall funding target: (2)x(a) 140,003,256
(c) Prefunding Balance if used to reduce the
Minimum Required Contribution, else 0 3,494,166
(d) _ Exempt? [(3)(a)-(c)]>=(b) No
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Development of Shortfall Amortization Charge

7. Shortfall amortization base
(a) Adjusted funding shortfall:
{6)(b)-(3)(d), not less than 0 28,000,651
{b) New current year base:
(a)-(5)(d), or O if exempt 5,106,853
(c) New 7-year installment amount 809,058
8. Shortfall amortization charge:
{5)(b)Y+(7)(<c), not less than 0 $5,509,509
Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining Page 15
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Minimum Required Contribution

If the Actuarial Value of Assets reduced by the Credit Balances is less than the Funding Target,
then the Minimum Required Contribution for such plan year shall be the sum of the Target
Normal Cost and the Shortfall Amortization Charge.

If the Actuarial Value of Assets reduced by the Credit Balances is greater than the Funding
Target for a year, then the Minimum Required Contribution for such plan year shall be the
Target Normal Cost less the excess of adjusted assets over the Funding Target, but not less than

$0.

Quarterly contributions are required if the Funding Shertfall was greater than $0 on the prior
valuation date. If applicable, the quarterly contribution is due on or before the 15 day following
the end of each quarter. If the quarterly contribution is not made on time, late interest is charged
at the Effective Interest Rate plus 5%. If applicable, the quarterly contribution amount is 25% of
the lesser of 90% of the current year’s minimum required contribution or 100% of the prior
year’s mintmum required contribution.

Contributions can be made up to 8% months after the end of the plan year for such plan year. All
contributions will be discounted back to the valuation date with interest at the Effective Interest
Rate, including contributions made after the end of the plan year, to determine whether the
Minimum Required Contribution has been satisfied.

The plan’s “Effective Interest Rate” for any particular plan year is the single rate that, if used to
discount the plan’s expected benefit payments, would produce the same Funding Target that the
Segment Rates produce. The Effective Interest Rate is the rate at which interest is charged on
contributions until the date they are actually made.

If the plan sponsor fails to pay the minimum required contribution by 8%: months after the end of
the plan year, the plan sponsor will be required to pay a 10% excise tax under IRC Section 4971
on the amount of any unpaid minimum required contributions. This tax can increase to 100% if
the unpaid minimum required contribution is not corrected in subsequent plan years.

Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining Page 16



Minimum Required Contribution

Summary of Minimum Required Contribution:

1. Effective interest rate 5.43%
2. Target normal cost $290,000
3. Shortfall amortization charge 5,509,509
4. Credit for excess assets
(a) Adjusted Assets 112,002,605
(b) Funding Target 140,003,256
(c) Excess assets: (a)-(b), not less than 0 0
5. Preliminary minimum required contribution (MRC):
(2)+(3)-(4)(c), not less than 0 5,799,509
6. Credit balances
(a) Eligible to apply against MRC?: Yes if for prior
year, assets minus prefunding balance >= 8§0% of
not-at-risk funding target Yes
(b)  Funding Standard Carryover Balance (FSCB) 0
(c) Elected to apply FSCB against MRC? Yes
(d) Prefunding Balance (PFB) 3,494,166
(e) Elected to apply PFB against MRC? Yes
(9 Balances eligible to apply against MRC:
(b)+(d} if eligible and elected 3,494,166
7. MRC adjusted for credit balances:
(5)-(6)(), not less than 0 2,305,343
8. Required quarterly contributions
(a) Quarterlies required?: Yes if prior year
funding shortfall Yes
(b) Prior year minimum required contribution 4,785,451
(c) Current year MRC: (5) 5,799,509
(d)  Required annual payment:
lesser of (b) and 90% of (c), if applicable 4,785,451
(e) Required installment: 25% of (d) $1,196,363

Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining
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Maximum Deductible Contribution Limit

Contributions to a qualified pension plan may be deducted for tax purposes, subject to limitations
contained in Section 404(a) of the IRC. If the plan sponsor's taxable year and plan year coincide,
the limit for a taxable year is the maximum amount for the coinciding plan year. Otherwise, the
limit for the taxable year is the maximum amount with respect to either the plan year that
commences or the plan year that ends in the taxable year (or a weighted average of the respective
maximum amounts). Once the method for matching plan years to taxable years is established, it
may not be changed without prior approval from the IRS.

For a contribution to be deductible in a particular taxable year, the contribution must be made
during the taxable year or not later than the time for filing a tax return, which is the 15th day of
the third month following the end of the taxable year. A later contribution may be deductible if
the IRS has granted an approval to extend the deadline for filing the tax return.

Any contribution in excess of the tax-deductible limit for a taxable year may not be deducted in
that year, even though the sponsor may have taken deductions in previous years that were less
than the applicable tax-deductible limits. Contributions in excess of the tax-deductible limit may
be deducted in succeeding taxable years, but may be subject to a 10% excise tax under Section
4972 of the IRC. The amount (if any) of the excess that may be deducted in a later year may not
exceed the tax-deductible limnit for that year minus the amount contributed in such later year.

For purposes of this report, the following assumptions have been made:

e The tax year begins January 1, 2012 and ends on December 31, 2012; and
» Historically, the deductible limit has been established based upon the plan year beginning
1n this tax year.

Since the tax-deductible contribution is dependent upon the relationship between the taxable
year and the plan year and previous tax deductions, we recommend that you consult with your
tax advisor with respect to the tax treatment of contributions to the plan.

In accordance with IRC Sections 404(a) and 404(o0), the maximum deductible contribution for a
limitation year shall be the greatest of:

a) Target Normal Cost plus 150% of the Funding Target plus expected benefit increases”
less the Actuarial Value of Plan Assets

b) Minimum Required Contribution

c) Ifaplan is not “at-risk”, the Target Normal Cost and Funding Target (both determined as
if the plan were “at-risk™) less the Actuarial Value of Plan Assets.

* Increase in the Funding Target determined including compensation increases after the current plan year (if the plan
is pay-telated) or including scheduled benefit increases

Prepared by New York Life Retiremment Plan Services - 2012 MDU Non Bargaining Page 18
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Maximum Deductible Contribution Limit

Summary of Maximum Tax Deductible Contribution

Funding target
Target normal cost

Cushion amount
(a) 50% of funding target: 50% of (1)

(b) Expected benefit increases
(1) Not-at-risk maximum liability
(i1)  At-risk maximum liability
(i)  Per-participant load
(iv)  Liability load: 4% of (1)
(v)  At-risk target:
(ii)+(iii)y+(iv), not less than (i)
(vi)  Transition percentage
(vii) Maximum funding target:
DHVDXW)-()]
(c) Cushion amount: (a)+(b)(vii)-(1)

Actuarial value of assets

Preliminary limit:
(D)+(2)+(3)(c)-(4), not less than 0

Maximum if not at-risk

(a) At-risk funding liability

(b) At-risk normal cost (incl. expenses)

(c) Maximum if not at-risk:
(a)+(b)-(4), not less than 0

Minimum required contribution

Maximum tax deductible contn'butiion:
max of (5),(6) and (7)

$140,003,256

290,000

70,001,628
140,003,256
158,421,084

N/A
N/A

158,421,084
0%

140,003,256
70,001,628

115,496,771
94,798,113
158,421,084
290,000

43,214,313

2,479,583

$94,798,113
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Supplementary Exhibits
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PBGC Premiums

ERISA established the Pension Benefit Guaranty Corperation {(PBGC), under the jurisdiction of
the Department of Labor, to gnarantee most vested retirement benefits and certain disability and
SUrvivor pensions.

PBGC guarantees are limited. For example, the PBGC does not guarantee benefits that had not
vested prior to the plan termination or benefits for which all age, service, or other requirements
had not been met at the time the plan terminates. Further, benefit increases and new benefits that
have been in place for less than a year are not guaranteed, and those that have been in place for
less than 5 years are only partly guaranteed. The maximum guaranteed benefit under a plan
terminating in 2012 payable as a single life annuity at age 65, is $4,653 per month. Lower
guarantees apply if benefits begin before age 65 or if survivor benefits are payable. Benefits
other than pension benefits, such as health insurance, life msurance, death benefits, vacation pay,
or severance pay are not guaranteed, and the PBGC does not pay lump sums exceeding $5,000
(even if available under the plan prior to termination).

Plans covered by the PBGC insurance program must file an annual premium filing each year
with the PBGC via their online myPAA system within 9 1/2 months after the beginning of the
plan year. Plans covering more than 500 participants must also file an Estimated Premium Filing
through myPAA by the end of the second month of the plan year. All plans must pay a basic
premium of $35 times the number of participants as of the end of the previous plan year, and
plans with unfunded vested benefits must also pay an additional risk-related premium to the
PBGC.

Development of PBGC Premium for 2012:

1. Flat-rate premium
(a)  National Average Wage (NAW), 2 years prior $41,673.83
(b)  Flat-rate: $30 x (2)/$35,648.55 (2004 NAW), rounded 35
(c)  Prior year applicable flat premium rate 35
(d)  Participant count {excludes 4 Alternate payees) 997
(e) Flat-rate premium: [max of (b) and (c)] x (d) $34,895
2. Variable-rate premium
(a) PBGC funding target
i) Not-at-risk PBGC liability 140,003,256
(ii)  At-risk PBGC liability 158,421,084
(1)  Per-participant load N/A
(iv)  Liability load: 4% x (1) N/A
(v) At-risk PBGC target:
(ii)+(iii)*+(iv), not less than (1) 158,421,084
(vi)  Transition percentage 0%
(vii) PBGC funding target: (i)+H(vi)x((v)-(1))] 140,003,256
{(b)  Market value of plan assets 112,074,073
(c¢)  Unfunded vested benefits: (a)(vii)-(b),
min zero, rounded up to $1,000 27,930,000
(d)  Variable-rate premium:
0.009x(c), or zero if exempt 251,370
3. PBGC Premium: (1)(e)+(2)(d) $286,265
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ASC 960 Information (previously known as FAS 35)

The information in this exhibit is intended to satisfy the requirements under Accounting
Standards Codification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,
information for ASC 715 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial
Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or
benefit service were assumed. '

L. Actuarial present value of accrued plan benefits
(a)  Actuanal present value of vested benefits
(1) Participants currently receiving benefits | $70,701,733
(iiy  Participants entitled to deferred benefits 1,569,407
(iii)  Other participants 38,882,249
(iv)  Total 111,153,389
(b)  Actuarial present value of nonvested benefits 0
(c) Actuarial present value of accrued plan
benefits: (a)(iv)+(b) 111,153,389
2. Market value of assets (includes receivables)* 112,261,926
3. Unfunded PVAB (Surplus assets): (1)(c)-(2) (1,108,537)
4, Funded percentage: (2)/(1)(c) 101.00%
5. Changes in present value
(a) PVAB as of Janunary 1, 2011 108,976,520
{b)  Changes due to:
(@) Decrease n discount period at 7.75% 8,106,994
(i)  Benefits paid (8,906,464)
(iii)  Assumption changes** 1,781,531
(iv)  Plan amendments 0
(v)  Additional benefits earmed, including
experience gains and losses 1,194,808
(vi)  Total change 2,176,869
(c) PVAB as of January 1, 2012: (a)+{b)(vi) $111,153,389

*Receivables under ASC 960 are not discounted back to the valuation date with interest.
** Mortality table was changed to IRS 2012 Static Mortality Table (from RP 2000 Mortality Table
projected to 2010).
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Participant Data —I

January 1, 2012 January 1, 2011
Active Participants
Number 385 416
Average age 50.51 49.61
Average past service 21.68 20.75
Average future service 11.17 11.74
Terminated Vested
Participants
Number 60 56
Average age 45.94 47.00
Annual benefits:
- Total $383,992 $390,165
- Average $6,400 £6,967
Retirees and
Beneficiaries
Number 556 546
Average age 74.99 74.69
Annual benefits;
- Total $8,264,240 57,946,923
- Average 514,864 814,555
Total Participant

1,001 1,018
Count
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Participant Data

Reconciliation of Participant Data:

Active | Terminated | Retirees and Total

Vested | Beneficiaries
As of January 1, 2011 416 56 546 1,018
New Hires 0 0 0 0
Rehires 0 0 0 0
Nonvested termination 0 0 0 0
Vested termination (9N 9 0 0
Lump sum cashout (6) (3) 0 €)]
Retirement (16) (4) 20 0
Disability 0 0 0 0
Deceased 0 0 (17) (17)
New beneficiaries 0 2 7 9
Miscellaneous 0 0 0 0
As of January 1, 2012* 385 60 556 1,001

I

*ncludes 4 Alternate Payees under Qualified Domestic Relations Orders

Distribution of Inactive Benefits Inforce:

Retired, Survivor, and Disabled Vested
Attained Avg. Avg.
Age No. Annuities No. | Annuities
Under 30 0 50 0 $0
30to 34 0 0f 10 4,061
35t0 39 0 0 9 3,272
40 to 44 1 ' 3,963 8 6,432
45 to 49 0 0 9 4,911
50 to 54 2 59821 16 10,784
55 to 59 15 11,435 6 4,835
60 to 64 80 22,697 0 0
65 to 69 105 20,413 2 8,368
70 to 74 79 14,785 0 0
75t079 86 13,172 0 0
80 to 84 91 10,679 0 0
85to 89 66 9,913 0 0
90 to 94 22 6,733 0 0
95 & up 9 4,745 0 0
Total 556 $14,864 | 60 56,400
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Active Participant Data

Years of service

Under | 1to | 5to | 10to | 15t0 | 20to | 25to | 30to | 35t0 | 40&
1 4 9 14 19 24 29 34 39 up | Total
Attained
Age No. No. | No. | No. No. No. No. No. No. No. | No.
Under 25
251029 2 2
301034 24 3 27
35t0 39 17 15 1 33
40 to 44 8 10 11 1 30
45 to 49 13 11 12 14 8 58
50 to 54 7 15 7 8 36 34 107
55 to 59 10 4 3 4 13 33 17 34
60 to 64 1 4 1 1 5 9 11 6 38
65 to 69 1 1 2 4
70 & up 1 1 2
Total 83 63 35 28 63 76 29 8] 385
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Actuarial Cost Metheod

Funding Target/ Target Normal Cost

An Actuarial Cost Method is an allocation of the expected cost of a pension plan on a year-by-
year basis. The primary objective of an Actuarial Cost Method is to accumulate enough assets
prior to each participant's retirement to provide the promised pension benefits.

The Pension Protection Act of 2006 (PPA) mandates the use of the Traditional Unit Credit
Actuarial Cost Method. Under this method, the accrued benefit is estimated based upon service
and, if applicable, earnings as of the valuation date. The Funding Target is equal to the actuarial
present value of all accrued benefits as of the valuation date. The Target Normal Cost is the
actuarial present value, as of the valuation date, of the expected increases in projected accrued
benefit attributable to service expected to be completed during the plan year (i.e. if applicable,
one year’s salary growth is reflected in the determination of Target Normal Cost).

For tax deduction purposes, the Funding Target may reflect the value of future pay increases on
accrued benefits, if applicable.

PPA Discounting Method

The plan sponsor is responsible for making the following decisions with regard to the
discounting method:

e Full yield-curve spot rates or a segmented yield-curve of 24-month average rates of

corporate bond rates
e If the segmented yield curve is used, the rates as of the month of the valuation may be

used or as of a lookback month up to 4 months prior to the valuation date (the full yield
curve must use the rates as of the month of the valuation starting in 2010)

For purposes of this valuation, the following discounting method was used and is assumed to be
approved by the plan sponsor:

e Rates through the month of August preceding the valuation date
o Segment Rates

Asset Valuation Method

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging
method, including, if applicable, discounted receivable contributions. The value of plan assets is
set equal to the average of the fair market value of assets on the valuation date and the adjusted
fair market value of assets (including expected earnings) determined for the two earlier annual
determination dates. Expected earnings are calculated using the third segment rate of the
segmented yield-curve in effect at the beginning of each valuation year. The resulting average
value must be constrained so that it falls between 90 and 110 percent of the fair market value of
assets on the valuation date.
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Actuarial Assumptions
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Actuarial Assumptions

Actuarial assumptions are estimates of the occurrence of future events affecting the costs of the

plan. The assumptions have been chosen to anticipate the long-term experience of the plan. The

enrolled actuary will certify the reasonableness of these assumptions, as required

by ERISA.

The actuarial assumptions used to compute this year's plan costs are as follows:

Economic Assumptions

PPA Segment Rates

Funding Target PBGC

- Segment 1: Upto Year 5
- Segment 2: Years 5-20
- Segment 3: Years 20+

2.06% 2.06%
5.25% 5.25%
6.32% 6.32%

ASC 960 Assumed Investient Return 7.75%

Annual rates of increase:
- Salaries

N/A

- Future Social Security wage bases N/A
- Statutory limits on compensation and benefits N/A

Demographic Assumptions
Mortality:

- Funding Target / PBGC
- ASC 960

Terminations:

Disability:

IRS 2012 Static Mortality Table
IRS 2012 Static Mortality Table

Rates vary by age and sex. Illustrative

annual rates of withdrawal are as follows:

Ape Male Female
25 7.18% 15.05%
40 1.57% 2.14%
55 0.29% 0.42%

None
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Actuarial Assumptions

Assumed Retirement Age (Actives):

Assumed Retirement Age {Vested Terms):

Benefit Commencement date:

Preretirement Death Benefit:

Deferred Vested Benefit:

Retirement Benefit;

Form of Payment

Miscellaneous Assumptions

Percent Married:
Spouse Age:

Administrative Expense:

Prepared by New York Life Retirernent Plan Services - 2012 MDU Non Bargaining

Rates varying by age.
Representative rates:
Age Ratg
55 3%
56-58 1%
59 3%
60-61 10%
62 25%
63-64 20%
65 100%
Age 62

Surviving spouse benefits commence at the later of
the death of the active participant or the date the
participant would have attained age 55.

Upon termination of employment (if lump sum) or
at early retirement date (if annuity)

Upon termination of employment

Life annuity. Retirement benefit loaded 6.4% for
subsidized option factor. Withdrawal benefits are
assumed to be paid as a lump sum for participants
hired on or before January 1, 2004, otherwise they
are assumned to be paid as a life annuity
commencing at the participant's early retirement
date.

80%
Wife three years younger than husband

$290,000 (Prior year's administrative expenses
rounded up to nearest $5,000)



Summary of Plan Provisions
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Summary of Plan Provisions

Effective Dates:

Employee:

Eligibility Requirements:

Plan Entry Date:

Year of Service:

Credited Service:

Prepared by New York Life Retirement Plan Services - 2012 MDU Non Bargaining

Original Plan: January 1, 1955

All non-union employees of MDU Resources
Group, Inc., Montana-Dakota Utilities Co. and
other designated subsidiaries.

Age: 21 for employees hired on or
after 1/1/85; if hired prior to
1/1/04, no service required.

Service: One Year of Service
Maximum Age: None

Plan eligibility is frozen for employees hired after
December 31, 2005.

An eligible employee will enter the plan on the first
day of the month following completion of the
eligibility requirements. No employee hired after
December 31, 2005 may enter the plan.

12-consecutive month computation period in which
an employee is credited with 1,000 or more hours
of service.

Eligibility: Computation period
commences on employee’s
date of hire.

Vesting: One year for each 1,000-hour
calendar year of employment
by MDU Resources Group,
Inc., or a related company.

Service following age 21 with a maximum of 35
years; full year if 2,080 hours in a year, prorate for
less than 2,080 hours. Except for years of hire and

termination, exclude years with less than 1,000 hours.

Credited Service is frozen as of December 31, 2009.



Summary of Plan Provisions

Normal Retirement Date (NRD):

Basic Monthly Compensation:

Final Average Monthly
Compensation:

Normal Retirement Benefit:

Normal Form of Benefit:

Early Retirement Eligibility:

Early Retirement Benefit:

Deferred Vested Eligibility:

Deferred Vested Benefit:

Last day of the month in which 65" birthday occurs.

Basic rate of regular compensation as of the first
day of the first payroll period of the month,
including Section 125 and 401(k) deferrals. Special
rules for commissioned and part-time employees.

The average of the highest 60 consecutive basic

monthly compensation rates in the last 120 months

of employment. Compensation earned after December 31,
2009 is not taken into consideration.

Monthly pension benefit determined as of NRD. Effective
December 31, 2009, benefit accruals are frozen.

Single:  Life Annuity
Married: 50% Joint and Survivor

Retire before NRD and on or after both attaining
age 55 and completing five years of vesting service.

Monthly pension benefit determined as of early

retirement date. For retirements prior to age 60,
the benefit is reduced .25% for each month that

commencement of payment precedes age 60.

Terminate for reasons other than death or retirement after
completing five years of vesting service.

-Monthly pension benefit determined as of date of
termination payable at NRD

-Monthly pension benefit determined as of
termination date, reduced .25% for each
month that commencement of payments
precedes age 62.

-Participants hired before January 1, 2004
who are not eligible for early retirement may elect a
single sum payment equal to the actuarial
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Summary of Plan Provisions

Deferred Vested Benefit (cont):

Pre-Retirement Spousal
Death Benefit:

Monthly Pension Benefit:

Pension Credits:

Final Pay Benefit:

equivalent of the benefit payable at age 55, based
on the interest and mortality assumptions
specified under IRC 417(e)(3).

If death while active employee after age 45, 50% of
monthly pension benefit at date of death reduced for
early payment to employee’s date of death.

If death while active employee before age 45 or after
termination, 50% of monthly pension benefit at date of
death reduced for the 50% joint and survivor annuity for
payment as early as the employee’s 55 birthday.

The greater of total Pension Credits and the Final
Pay Benefit, with a minimum benefit equal to the
pension benefit as of December 31 preceding
termination. A modified formula is applied for
participants who had annualized basic
compensation during a plan year prior to 1994 in
excess of $150,000.

For employees who began participation and attained

age 40 on or before February 28, 1990, a pension

credit for each year after December 31, 1988 equal to
1.65% of the first $1,100 of basic monthly compensation as
of the first day of the first payroll period of the plan year
plus 2% of the excess; proportionately reduced for less than
2,080 hours of service. Different formulas applied for
service prior to 1989.

1.1% of final average monthly compensation up to
the integration level plus 1.45% of the final
average monthly compensation in excess of the
integration level, times years of credited service
(maximum of 35 years).
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Summary of Plan Provisions

Integration Level: For plan years after 1989, the integration level
equals $1,400 multiplied by a fraction equal to the
current year Taxable Wage Base divided by

$48,000. Integration Level 1s frozen as of December 31,

2009.
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I. INTRODUCTION

The purpose of this report is to present certain financial information in accordance with FASB
Accoundng Standards Codification (ASC) 715-30.

Actuarial computations under ASC 715-30 are for purposes of fulfilling employer accounting
requirements. The calculations reported herein have been made on a basis consistent with our
understanding of the applicable accounting standards. Determinations for purposes other than
meeting-employer financial accounting requirements may be significantly different from the results
reported herein. Accordingly, additional determinations are needed for other purposes, such as
judging benefit security at termination or adequacy of funding for an ongoing plan.

In preparing the results presented in this report, we have relied upon information provided to us
regarding plan provisions, participant data and plan assets. We have reviewed this information for
overall reasonableness, but we have not audited this information. Plan provisions and participant
data are summarized in the January 1, 2012 actuarial valuation report. In addition, the actuarial
assumptions as to weighted-average discount rate, rate of increase in compensation levels, and
expected long-term rate of return on plan assets described in Section IV of this report were
supported by the plan sponsor and its auditors. In the actuary’s professional opinion, the
assumptions reflected in this report are reasonable.

The Net Periodic Pension Cost has been determined to be ($422,709) for the Fiscal Year Ending
December 31, 2012, The assumptions used to determine the Net Periodic Pension Cost include a
discount rate of 4.11% and are illustrated in Section I'V.

The undersigned meets the Qualification Standards of the American Academy of Actuaries to render
the actuarial opinion contained herein.

May 7, 2012 Mdﬁ Mw

Date Mark B. Magnus, A.S.A., Enrolled Actuary

Page 1

L2y
b A}E
o]
T4
G
vy



II. DETERMINATION OF NET PERIODIC PENSION COST
FISCAL YEAR ENDING DECEMBER 31, 2012

1. Employer Service Cost
1) Amount at beginning of year
b) Interest

) Total service cost {a)+(b)

2. Interest Cost
a) Projected Benefit Obligation (PBO) at beginning of year
b) Expected distdbutions
¢) Average expected PBO
d) Discount rate

e) Interest cost {c)x(d)

3. Expected return on assets
a) Market-related value at beginning of year
b) Expected distributions
¢) Total expected contributions
d) Expected expenses
¢) Average market-related value of assets
f) Long term rate of return

) Expected return (e)x(f)

4. Amortization of Transition (Asset) or Obligation

- Attachment A

5. Amortization of Prior Service Cost

- Attachment A

6. Amortization of (Gain) or Loss

-Attachment B-2, end of year

7. Net Perodic Pension Cost

(1e)+(2e)-Cp+(AH+E)+0)

Page 2

$0

162,958,642
8,861,460
158,158,685
4.11%
6,500,322

111,428,961
8,861,460
9,847,561

0

113,292,778

7.75%
8,780,190

1,857,159

($422,709)
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III. ATTACHMENTS - Attachment A

AMORTIZATION OF TRANSITION OBLIGATION (ASSET) AND PRIOR SERVICE COST

Summary for Fiscal Year Ending 12/31/12
Beginning Amount End of Year
Date of Year Recognized Balance
Established Balance
Transition Obligadon/ (Asset) N/A N/A N/A N/A
Prior Service Cost 0 0 0
otal $0 30 $0
Page 3
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HI. ATTACHMENTS - Attachment B-1

CALCULATION OF (GAIN) OR LOSS

1. Net actuarial (gain} or loss from December 31, 2011 disclosure

2. PBO from December 31, 2011 disclosure

3. Fair value of plan assets from December 31, 2011 disclosure

4. PBO as of January 1, 2012

5. Fair value of plan assets as of January 1, 2012

6. (Gain)/Loss (1)-(2+@)+#)-(5)

Page 4

$65,974,769

161,948,297

102,414,365

162,958,642

102,414,365

$66,985,114



III. ATTACHMENTS - Attachment B-2

(GAIN) OR LOSS SUBJECT TO AMORTIZATION

g

Fiscal Year Ending

December 31, 2012

1. {(Gain) /loss-Artachrment B-1 line 6 $66,985,114
2. PBO - Attachmeat B-1,line 4 162,958,642

3. (Gain) or loss not reflected in market-refated value

a) Fair value 102,414,365
b) Market-related value 111,428,961

¢} Amount not reflected in b) (a)-(b) {9,014,596)

4. (Gain) or loss subject to amortizadon (1)+{3¢) 57,970,518
(f‘ ' 5. Greater of (2) or (3b) 162,958,642
6. 10% of (5) 16,295,864
7. (Gain) or loss subject to amortization [excess of (4) over (6}] 41,674,654
8. Average future life expectancy of plan participants 22.44
9, Amortization amount (7)/(8) $1,857,159

Page 5



IV. ACTUARIAL ASSUMPTIONS

For determining the Net Periodic Pension Cost
for the Fiscal Year Ending December 31, 2012

Measurement Date: December 31, 2011
Discount Rate: 4.11%
Annual Rate of Increase in Compensation: N/A
Expected Long Term Rate of Return on Plan Assets: 7.75%
Mortality: 2012 IRS Static Mortality Table
Turnover:

Rates vary by age and sex.

Representatve rates:

Age Male Female
25 7.2% 15.1%
40 1.6% 2.1%
55 0.3% 0.4%
Taxable Wage Base Increase: N/A
Cost of Living Increase: 3.25%

Expenses: None

Page 6
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V. DEFINITIONS

Discount Rate. This Discount Rate reflects the rate used to adjust for the time value of money.

It should reflect the rates at which the pension benefits could effectively be settled.

Expected Long Term Rate of Return on Plan Assets. This is an assumption concerning

the rate of return on plan assets. The product of the Expected Long Term Rate of Return on

Plan Assets and the plan's assets is applied as a credit towards the current year's net periodic

pension cost.

Gain or Loss. Gains and Losses measure the difference between actual experience
and that assumed. Under US GAAP the impact of changes in actuarial assumptions is

also measured as a Gain or Loss.

Fair Value of Plan Assets. The market value of assets.

Measaurement Date. The date at which plan assets and obligations are measured.

Net Transition (Asset) Obligation. The excess(deficit) of the PBO over the Fair Value of

ets {adjusted for previously recognized accrued or prepaid pension costs) as of the date of

initial compliance with US GAAP.

Prior Service Cost. This is the amount of change in the Projected Benefit Obligation due to

amendments to the plan.

Projected Benefit Obligation (PBOY). This represents the present value of pension benefits

based on service earned to date and expected future increases in salary.

Page 7
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V. DEFINITIONS

Net Periodic Pension Cost. This represents the pension expense for the fiscal year. The

Net Periodic Pension Cost consists of the following:

(1) Service Cost. The Service Cost represents the value of benefits earned each year. This
is comparable to the normal cost used in determining funding levels under ERISA.

(2) Interest Cost. The Interest Cost equals the product of the Discount Rate and the
Projected Benefit Obligation adjusted for benefit payments expected during the year,

(3) Return on Plan Assets. The Return on Plan Assets is the product of the
Expected Long Term Rate of Return on Plan Assets and the Fair Value of Plan
Assets adjusted for contributions and benefit payments expected during the year.
This component represents a credit which reduces the Net Periodic Pension Cost for
the year.

(4) Amortization of Unrecognized Gain or Loss. Amortization payments are included
in the Net Pedodic Pension Cost to systematically recognize cumulative Gains and Losses

that are unrecognized as they occur.

(5) Amortization of Unrecognized Prior Service Cost. This is the amortization of
increases or decreases in the Projected Benefit Obligation due to amendments to the plan.

(6) Amortization of Unrecognized Net Obligation or Asset at Transition. This
represents the amortization of the Net Obligaton(Asset) that existed at transition in the
initial year of US GAAP compliance.

Projected Unit Credit Cost Method. Under this method, the benefit for each participant is
projected to retirement and a pro-rata part of this benefit is then assigned to each year of
service from hire date to the participant's retirement date. The Service Cost for each participant
is the present value of the pro-rata benefit assigned to the current year. The Service Cost for
the Fiscal Year is equal to the sum of the individual Service Costs for all participants. This
method is required to be used in all calculations under US GAAP.

Page 8
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MDU Resources Group, Inc.
Pension Plan for Collective
Bargaining Unit Employees
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Executive Summary

January 1, 2012 January 1, 2011

Contribution Range

Minimum Required $920,993 $146,304
Contribution * {as of 1/1/2012) (as of 1/1/2011)
Maximum Deductible $51,033,542 $57,567,319
Contribution
' Credit Balances
Carryover Balance $0 $4,088,713
PreFunding Balance $1.839,692 30
Total $1,839,692 $4,088,713
Assets and Liabilities
Target Normal Cost ~ $135,000 $1,934,656
Funding Target $75,713,785 $69,907,256
Actuarial Value of Assets $62,672,136 $60,014,518
Funding Target Attainment o 80.34% 80.00%
Percentage
Market Value of Assets $60,998,166 $65,409,443
Estimated Rate of Return on (0.93%) 14.13%
Market Value of Assets
Census Information
Active Participants 270 299
Terminated Vested Participants 49 41
Retirees and Beneficiaries 406 408
Total 725 748
Assumptions

Interest Discounting August 2011 August 2010

Segment Rates Segment Rates
Effective Interest Rate 5.48% 6.25%

* Minimum contributions shown are net of any Credit Balances.

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining
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Executive Summary

Changes in Plan Provisions Since Prior Valuation
Effective June 30, 2011, benefit accruals are frozen.

Changes in Actuarial Assumptions and Methods
The interest rates and mortality were updated to comply with the plan’s funding method.

In addition, the ASC 960 mortality table was changed to the IRS 2012 Static Mortality Table
(from RP 2000 Mortality Table projected to 2010).

Summary of Other Significant Changes

We are not aware of the occurrence of any other significant event that would have a material
effect on this valuation.

Quarterly Contribution Requirement and Recommended

Contribution Schedule for 2012

The plan is subject to the quarterly contribution requirement for the 2012 plan year. The
following table provides the contribution schedule that meets the quarterly installment
requirements, if applicable, as well as satisfies the Minimum Required Contribution requirement
when discounted back to January 1, 2012 at the 2012 Effective Interest Rate:

Date Contribution
January 15, 2013 $627,779
September 15, 2013 $358,283
Total: $986,062

The contribution schedule shown above is based on the plan sponsor’s signed election to
establish a PreFunding Balance from the April 13, 2012, July 15, 2012 and August 31, 2012
contributions and to apply this PreFunding Balance to satisfy the 2012 plan year minimum

requirement.

Estimated Quarterly Contribution Requirement for 2013

The plan will be subject to the quarterly contribution requirement for the 2013 plan year. Based
upon 2012 actuarial valuation results, the estimated quarterly contribution required for the 2013
plan year will be $690,171. A contribution in this amount must be made on or before April 15,
2013, July 15, 2013, October 15, 2013 and January 15, 2014. Once the 2013 actuarial valuation
is complete, we will communicate the final contribution requirements for the 2013 plan year.

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining



Executive Summary

Funding Policy Contribution

The plan sponsor’s funding policy is to contribute the amount to meet the minimum funding
requirements of Internal Revenue Code Sections 412 and 430. From time to time, and with
regard to their cash and tax position, the plan sponsor may contribute an amount above the
minimum required contribution.

Actuary’s Commentary

At-Risk Status

The plan is not “at-risk™ for the 2012 plan year since the 2011 Funding Target Attainment
Percentage (FTAP) of 80.00% is at least 80%. The plan will not be “at-risk™ in 2013 since the
2012 FTAP of 80.16% is at least 80%.

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining
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Actuarial Certification

This report presents the results of the actuarial valuation as of January 1, 2012 for the MDU
Resources Group, Inc. Pension Plan for Collective Bargaining Unit Employees. The purpose of
this report is to review the plan’s experience for the prior year and to provide the plan sponsor
with an acceptable range of contributions for the plan year in accordance with ERISA and the
Internal Revenue Code.

This report is not an AFTAP certification, nor should it be relied upon for any other purpose
by any party other than the plan sponsor.

This valuation has been conducted in accordance with generally accepted actuarial principles and
practices. In preparing the results presented in this report, we have relied upon information
provided to us regarding plan provisions, plan participants and plan assets. We have reviewed
this information for overall reasonableness, but we have not audited this information. The
accuracy of the results presented in this report is dependent upon the accuracy and completeness
of the underlying information.

The assumptions for interest and mortality are mandated by the Internal Revenue Service. All
other assumptions have been selected by New York Life Retirement Plan Services, with
concurrence of the plan sponsor, and are considered to be reasonable and within the “best-
estimate range” as described by the Actuarial Standards of Practice.

The information contained in this report was prepared for the internal use of MDU Resources
Group, Inc. and its anditors in connection with our actuarial valuation of the MDU Resources
Group, Inc. Pension Plan for Collective Bargaining Unit Employees. It is neither intended nor
necessarily suitable for other purposes.

The Consulting Actuary meets the “General Qualifications Standard for Prescribed Statements of
Actuarial Opinion” of the American Academy of Actuaries relating to pension plans.

May 18, 2012 Mal /3 M Az rae

Date ' Mark B. Magnus, ASA, MAAA, Enrolled Actuary
Enrolled Actuary No. 11-02866

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining Page 1



Plan Assets

I. Asset Valuation Method

IRC Section 430(g) provides that plan assets be valued at either their fair market value on the
valuation date or at the “average” value of assets on the valnation date. Under this average
value, the value of plan assets is set equal to the average of the fair market value of assets on the
valuation date and the adjusted fair market value of assets (including expected earnings)
determined for one or more earlier determination dates (up to a 2-year limit). The resulting
average value must be constrained so that it falls between 90 and 110 percent of the fair market
value of plan assets on the valuation date.

Contributions for a prior plan year that are made after the beginning of this plan year must be
adjusted for interest at the effective interest rate under Section 430(h)(2).

The Plan Assets for purposes of this Actuarial Valuation are valued under the asset averaging
method.

II. Contributions for Plan Year Beginning January 1, 2011

Date Amount
March 30, 2012 157,789
April 13,2012 627,779
May 15, 2012* 50,000
July 15, 2012* 677,779
August 31, 2012* 677,779
Total: $2,191,126
*Anticipated
Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining Page 2



Plan Assets

I11. Reconciliation of Market Value of Assets

I

2.

Market Value of Assets as of January 1, 2011
Contributions Made During Calendar Year
Investment Income

Benefit Payments

Administrative Expenses

. Market Value of Assets as of January 1, 2012

(1+2+3+4+5)

Discounted Receivable Contributions®

. Market Value of Assets as of January 1, 2012

(including discounted receivable contributions)

Estimated Gross Rate of Return on Assets:

$65,409,443
0

(582,915)
(5,823,366)
(133,467)

$58,869,695

$2,128,471

$60,998,166

(0.93%)

The estimated rate of return is based on the time weighting of contributions, benefit
payments and expenses

*Contributions for the 2011 Plan Year that are made after December 31, 2011 are discounted

back to January 1, 2012 at the 2011 Effective Interest Rate of 6.25%

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining

Page 3

o



Plan Assets

IV. Development of Asset Gain/(Loss)”

1. Development of 2010 Gain/(Loss)

(a)
(b
(c)
(d)

(e)
H

Expected Return on Assets
Market Value at January 1, 2010
Benefit Payments and Expenses
Expected Return at 6 .82% Interest
(i) Market Value

(1) Benefit Payments

(iii) Contributions

(iv) Total

Actual Return on Market Value
Gain/(Loss): (e)-(d)(iv)

2. Development of 2011 Gain/(Loss)

(a)
(b)
(c)
(d)

(e)
®

Expected Return on Assets
Market Value at January 1, 2011
Benefit Payments and Expenses
Expected Return at 6.57% Interest
(i) Market Value

(i1) Benefit Payments

(iii) Contributions

(iv) Total

Actual Return on Market Value
Gain/(Loss): (e)}-(d)(iv)

4,241,075
(174,288)
0

4,297,400
(192,569)
0

6.82%
$62,185,854
(5,196,780)

4,066,787
8,420,369
$4,353,582

6:57%
$65,409,443
(5,956,833)

4,104,831
(582,915)
($4,687,746)

" For purposes of determining Asset Gain/(Loss), discounted receivable contributions are included in the Market
Value of Assets.

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining
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Plan Assets

V. Actuarial Value of Assets
1. Market value of assets, January 1, 2012

2. Prior year gains/(losses):
(a) Asset gain/(loss) for year-2
(i)  Initial asset gain/(loss)
(iily Weight
(1if) Unrecognized amount: (i)x(i1}
(b) Asset gain/(loss) for year-1
(i) Initial asset gain/(loss)
(il Weight
(ii1) Unrecognized amount: (1)x(ii)

3. Total amount unrecognized: sum of (2)(ii1)
4. Preliminary actuarial value: (1)-(3)
5. Market value corridor override

(a) Lower bound: 0.9 x(1)

(b) Upper bound: 1.1 x(1)

(c) Adjustment to corridor

6. Actuarial assets, January 1, 2012: (4)+(5)(c)

$60,998,166

4,353,582
0.333
1,451,194

(4,687,746)

0.667
(3,125,164)
(1,673,970)
62,672,136
54,898,350
67,097,982

0

562,672,136

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining
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Credit Balances

With the enactment of the Pension Protection Act of 2006, credit balances were maintained;
however, they were bifurcated into the following two categories:

1. The credit balance, if any, as of the end of the 2007 plan year establishes the Carryover
Balance; and

2. Contributions made on or after the 2008 plan year in excess of minimum funding
requirements will be credited to the Prefunding Balance.

Maintaining credit balances is elective. Plan sponsors may “waive” some or all of the Carryover
Balance or Prefunding Balance in order to avoid asset reductions for purposes of determining:

whether the plan is “at-risk”,

the Funding Target Attainment Percentage,
the Shortfall Amortization Base, and
whether benefit restrictions apply

bl

If the credit balances are to be waived, the Carryover Balance must be waived first prior to any
waiver of the Prefunding Balance.

After 2007, interest on the Carryover and Preﬁmdiﬁg Balance will be credited at the rate
determined on the actual return on the market value of plan assets.

Credit balances may be used toward the current year’s minimum funding requirement only if, for
the prior year, the Actuarial Value of Assets less the Prefunding Balance is greater than 80% of
the “not-at-risk™ Funding Target. If the Credit Balances are going to be used as an offset to the
Minimum Funding Requirement, the Carryover Balance must be used first prior to the use of the

Prefunding Balance.

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining Page 6



Credit Balances

Detailed below is the development of the Credit Balances as of the beginning of the 2012 plan

year:
1. Funding Standard Carryover Balance (FSCB)
(a) FSCB as of January 1, 2011 after waivers $£4,088,713
(b) FSCB applied to minimum required contribution 4,088,713
(c) Remaining FSCB as of January 1, 2011: (a)«(b) 0
(d) Rate of return on plan assets during plan year 2011 (0.93%)
()  Imtereston (c): (c)x(d) 0
§3] FSCB as of January 1, 2012: (c)+(e) 0
(g) Waived FSCB 0
(h)  FSCB as of January 1, 2012 after waivers: (f)-(g) 50
2. Prefunding Balance (PFB)
(a) PFB as of January 1, 2011 after waivers 0
(b}  PFB applied to minimum required contributions 0
{c) Remaining PFB as of January 1, 2011: (a)-(b) 0
{d) Rate of return on plan assets during plan year 2011 (0.93%)
(e) Interest on (c) : (c)x(d) 0
H Excess contributions
(1 Employer contributions discounted to BOY 2,003,266
(ii)  Preliminary minimum required contribution (MRC) 4,235,017
(iii)  Credit balances applied to MRC 4,088,713
(iv)  Excess: (i)-(ii)*+(iii), min zero 1,856,962
v) Excess above MRC: (i)-(ii), min zero 0
{vi)  Excess due to use of credit balances: (iv)-(v) 1,856,962
(vii) Effective rate 6.25%
(viii) Interest on excess contributions: (v)x{vii)+(vi)x(d) (17,270)
(ix)  Total available to add to PFB: (iv)+(viii) 1,839,692
(x)  Portion of (ix) added toc P¥B 1,839,692
(g) PFB as of January 1, 2012: {c)+(e)H)(x) 1,839,692
(h) Waived PFB 0
(1) PFB as of January 1, 2012 after waivers: (g)-(h) $1,839,692
Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining
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Credit Balances

The following chart details what, if any, portion of the Credit Balances will be waived for 2012:

1. Waived credit balance(s) to avoid benefit restrictions
(a) Preliminary Adjusted Funding Target Attainment Percentage
(AFTAP) before waivers
(i) Actuarial assets $62,672,136
(it)  Funding Standard Carryover Balance (FSCB) 0
(iii)  Prefunding Balance (PFB) 1,839,692
(iv)  Not-at-nisk funding liability 75,713,785
(v)  Non-HCE annuity purchases in last 2 years 0
(vi)  Preliminary AFTAP prior to benefit restriction waivers:
((D)-(11)-i)+HEN(EV)HV)) 80.34%
(vii) Funded Ratio: (i)/(iv) 82.77%
(b) Transition percentage 100%
(c) Credit balance(s) waived to avoid benefit
restrictions, if possible 0
(d)  Preliminary AFTAP after benefit restriction waivers
(i) FSCB after benefit restriction waivers 0
(i1) PFB after benefit restriction waivers 1,839,692
(iii)  Preliminary AFTAP after benefit restriction waivers:
( if (2)(vid>=(b), ())+RWN(@)AVIH)V))
else ((2)(1)-(D)-(i)H@)(W(@)(iv)+Ha)(v)) 80.34%
2. Waived credit balance(s) to avoid At-Risk status
(a) Not-at-Risk Funding Target Attainment Percentage
(NAR FTAP) before waivers to avoid At-Risk status:
({(D(@DH-XAD)-(IXNDEDI(1)(2)1v) 80.34%
(b)  At-Risk Funding Target Attainment Percentage
{AR FTAP) before waivers to avoid At-Risk status
) At-risk funding liability 85,587,689
(i) Preliminary AR FTAP:
((DH@®-0)d)@)-A X))/ () 71.07%
(c) Funding Target Benefit percentage for following year 80%
(d) At-Risk in following year?
Yes if (a)<(c), (b)(ii)<70%, and >500 participants No
(e) Credit balance(s) waived to avoid At-Risk
status, if possible 0
() FTAPs after waivers
(i) FSCB after waivers 0
(1)  PFB after waivers 1,839,692
(iii) NAR FTAP: ((1)(2)(1)-(1)-(11))/(1)(a)(iv) 80.34%
(iv) AR FTAP: (1)}(a)(@)-(1)-(i))/(bXi) 71.07%
Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining Page 8



Funding Target

In accordance with Section 430(d) of the Internal Revenue Code, the Funding Target is the
present value of all benefits accrued or earned under the plan as of the beginning of the plan
year.

The Funding Target for plans that are “not-at-risk” is determined based on the following:

s Interest discounting is mandated through use of a segmented yield curve based on high-
quality (AAA,AA A) corporate bond yields. The three segments include benefits
expected to be paid over the next 5 years, between years 5 and 20 and after year 20. The
segmented yield curve is based on a 24-month unweighted average and there is an
optional 3-year phase-in from the prior discounting basis beginning in 2008. There is
also an optional lookback period up to 4 months prior to the beginning of the plan year.
Alternatively, plan sponsors may elect to use the full yield curve in lieu of the segmented
rates. The full yield curve, however, represents the rates for one month as opposed to the
24-month average.

e The mortality assumption is mandated by the IRS. The table is based upon the RP-2000
Mortality Table with separate tables for annuitant and non-annuitant mortality. Plan
sponsors may use either the table with static projections or a table with generational
projections. The static projection table projects non-annuitant mortality rates (i.e., prior
to benefit commencement) 15 years beyond the valuation year and annuitant mortality
rates (i.e. after benefit commencement) 7 years beyond the valuation year. The
generational projection table projects mortality rates (annuitant and non-annuitant) to all
future years. All projections are performed using Scale AA.

Assumed utilization of lump sums, if applicable, is reflected.

¢ All other assumptions that are individually reasonable and, in combination, offer the

enrolled actuary’s best estimate of anticipated experience.

A plan is considered to be “at-risk” for the current plan year if it meets all of the following
requirements:

e The Funding Target Attainment Percentage for the prior plan year is less than 80%
As of the prior plan year, the Actuarial Value of Assets less any Credit Balances is less
than 70% of the “at-risk” Funding Target*

o Total participants in all defined benefit plans sponsored by the employer (or any member
of the employer’s controlled group) is greater than 500.

*Determined without regard to the loading factor

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining Page 9
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Funding Target

The Funding Target for a plan that is “at-risk™ is determined using the following additional
mandated assumptions:

e Participants who will be eligible to elect benefits in the next 10 years will assume to do
so at their earliest eligibility date
Participants are assumed to elect the most-valuable form of benefit

e Ifaplan has been in “at-risk” status for at least 2 of the 4 preceding plan years, a loading
factor is added equal to $700 per participant plus 4% of the “not-at-risk” Funding Target

e In no event shall the “at-risk” Funding Target be less than the “not-at-risk” Funding
Target

If a plan is deemed to be “at-risk™, the Funding Target for purposes of determining the

contribution requirement will be based upon a 5-year “phase-in” of the “at-risk” Funding Target.

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining Page 10
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Funding Target

Development of Funding Target

1. More than 500 participants in controlled group in prior year? Yes
2. Prior year funding target attainment percentage
{a)  Not-at-risk liability 80.00%
(b)  At-risk liability 70.22%
3. Funding target benchmark percentage 80%
4. At-risk status
(a) Current year: If (1) and
(2)(a)<(3) and (2)(b)<70% No
(b) Year-1 No
(c) Year-2 No
(d) Year-3 No
(e) Year-4 No
D At-risk current year and 2 of preceding
4 years? (If yes, loads apply) No
5. Not-at-risk funding lability
(a) Funding liability
(i) Retirees and benef. receiving payments 47,736,008
(ii) Terminated vested participants 2,557,691
(iii) Active participants, vested liability 25,420,086
(iv) Active participants, total liability 25,420,086
(v) Total Hability: (i}+(ii)+(iv) 75,713,785
(b)  Normal cost before adjustments 0
{c) Expenses included in Normal Cost 135,000
(d) Normal cost: (b)+(c) 135,000
Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining
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Funding Target

6. At-risk funding liability
(a) At-nisk funding hability
(i)  Retirees and benef. receiving payments 47,736,008
(ii) Terminated vested participants 3,179,488
(i)  Active participants, vested liability 34,672,193
(iv)  Active participants, total liability 34,672,193
(v)  Total Liability: (i)+{ii)+(iv) 85,587,689
(b)  Number of plan participants 725
(c)  Per-participant load: $700 x (b) N/A
(d)  Liability load: 4% of (5)(a)(v) N/A
(e} At-risk funding target:
(a)(v)+(c)+(d), not less than (5)(a)(v) 85,587,689
(0 Preliminary at-risk normal cost
(adj. for expenses) 135,000
(g) Normal cost load: 4% of (5)(b) N/A
(h) At-risk normal cost:
{fy+(g), not less than (5)(d) 135,000
7. Funding target
(a) Number of consecutive years at-risk (max 5) 0
(b) Transition percentage: 20% x (a) 0%
(c) Funding target: (5)(a)(v)H®)x((6)(e)-(5)(a)}(v))] 75,713,785
(d) Target normal cost:
(BHA)H (b ((6)()-(5)(d)] $135,000
Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining



Development of Shortfall Amortization Charge

In accordance with Section 430(c) of the Internal Revenue Code, the Shortfall Amortization
Charge for any plan year is the aggregate total (not less than zero) of the shortfall amortization
installments for such plan year with respect to the shortfall amortization bases for the current
plan year and 6 preceding plan years.

In the initial year of application of PPA, the Shortfall Amortization Base is equal to the initial
Funding Shortfall. In subsequent years, a Shortfall Amortization Base is created equal to that
year’s Funding Shortfall less the present value of remaining Shortfall Amortization Installments.

If the Actuarial Value of Assets reduced by the Prefunding Balance is greater than or equal to the
Funding Target for a plan year, the plan is exempt from establishing a Shortfall Amortization
Base.

In any year in which the Funding Shortfall is zero, all Shortfall Amortization Bases are
considered fully amortized.

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining Page 13



Development of Shortfall Amortization Charge

L. 1st segment rate - 2.06%
2nd segment rate 5.25%
2. Funding target $75,713,785
3. Adjusted plan assets
(a) Actuarial assets 62,672,136
(b)  Funding Standard Carryover Balance 0
(c) Prefunding Balance (PFB) 1,839,692
(d)  Adjusted assets: (a)-(b)-(c), not less than 0 60,832,444
4. Funding shortfall: (2)-(3)(d), not less than 0 14,881,341
5. Current shortfall amortization installments
(a) Anmnual installments
1) Year -1 base (6 years remaining) 2,300,361
(i) Year -2 base (5 years remaining) 0
(iii)  Year -3 base (4 years remaining) 0
(iv)  Year -4 base (3 years remaining) 0
(v)  Year -5 base (2 years remaining) 0
(vi)  Year -6 base (1 year remaining) 0
(b)  Total annual installments 2,300,361
{c) Present value of annual installments
(i) Year -1 base (6 years remaining) 12,827,861
(i1) Year -2 base (5 years remaining) 0
(iii)  Year -3 base (4 years remaining) 0
(iv)  Year -4 base {3 years remaining) 0
) Year -5 base (2 years remaining) 0
(vi}  Year -6 base (1 year remaining) 0
(s)] Total present value of annual installments 12,827,861
6. Exemption from new shortfall amortization base
(a) Target liability percentage 100%
(b)  Shortfall funding target: (2)x(a) 75,713,785
{c)  Prefunding Balance if used to reduce the
Minimum Required Contribution, else 0 1,839,692
(d)  Exempi?: [3)&)-()]>=(b) No
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Development of Shortfall Amortization Charge

7. Shortfall amortization base
(a) Adjusted funding shortfali:
(6)(1)-(3)(d), not less than 0 14,881,341
(b)  New current year base:
{a)-(5)(d), or 0 if exempt 2,053,480
(c) New 7-year instaliment amount 325,324
8. Shortfall arnortization charge:
(5)Xb)H7)(c), not less than $2,625,685
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Minimum Required Contribution

If the Actuarial Value of Assets reduced by the Credit Balances is less than the Funding Target,
then the Mininum Required Contribution for such plan year shall be the sum of the Target
Normal Cost and the Shortfall Amortization Charge.

If the Actuarial Value of Assets reduced by the Credit Balances is greater than the Funding
Target for a year, then the Minimum Required Contribution for such plan year shall be the
Target Normal Cost less the excess of adjusted assets over the Funding Target, but not less than

$0.

Quarterly contributions are required if the Funding Shortfall was greater than $0 on the prior
valuation date. If applicable, the quarterly contribution is due on or before the 15 day following
the end of each quarter. If the quarterly contribution is not made on time, late interest is charged
at the Effecttve Interest Rate plus 5%. If applicable, the quarterly contribution amount is 25% of
the lesser of 90% of the current year’s minimum required contribution or 100% of the prior
year’s minimum reqguired contribution.

Contributions can be made up to 82 months after the end of the plan year for such plan year. All
contributions will be discounted back to the valuation date with interest at the Effective Interest
Rate, including contributions made after the end of the plan year, to determine whether the
Minimum Required Contribution has been satisfied.

The plan’s “Effective Interest Rate™ for any particular plan year is the single rate that, if used to
discount the plan’s expected benefit payments, would produce the same Funding Target that the
Segment Rates produce. The Effective Interest Rate is the rate at which interest is charged on
contributions until the date they are actually made.

If the plan sponsor fails to pay the minimum required contribution by 8% months afier the end of
the plan year, the plan sponsor will be required to pay a 10% excise tax under IRC Section 4971
on the amount of any unpaid minimum required contributions. This tax can increase to 100% if
the unpaid minimum required contribution is not corrected in subsequent plan years.
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Minimum Required Contribution

Summary of Minimum Required Contribution:

1. Effective interest rate 5.48%
2. Target normal cost $135,000
3. Shortfall amortization charge 2,625,685
4. Credit for excess assets
(a) Adjusted Assets 60,832,444
(b)  Funding Target 75,713,785
(c) Excess assets: (a)-(b), not less than 0 0
5. Preliminary minimum required contribution (MRC):
(2)*+(3)-(4)(c), not less than 0 2,760,685
6. Credit balances
(a) Eligible to apply against MRC?: Yes if for prior
year, assets minus prefunding balance >= 80% of
not-at-risk funding target Yes
(b) Funding Standard Carryover Balance (FSCB) 0
(c) Elected to apply FSCB against MRC? No
(d) Prefunding Balance (PFB) 1,839,692
(e) Elected to apply PFB against MRC? Yes
(£ Balances eligible to apply against MRC:
(b)+(d) if eligible and elected 1,839,692
1. MRC adjusted for credit balances:
(5)-(6)(), not less than 0 920,993
8. Required quarterly contributions
(a) Quarterlies required?: Yes if prior year
funding shortfall Yes
(b)  Prior year minimum required contribution 4,235,017
(c) Current year MRC: (5) 2,760,685
(dy  Required annual payment:
lesser of (b) and 90% of (c), if applicable 2,484,617
(e} Required installment: 25% of (d) $621,154
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Maximum Deductible Contribution Limit

Contributions to a qualified pension plan may be deducted for tax purposes, subject to limitations
contained in Section 404(a) of the IRC. If the plan sponsor's taxable year and plan year coincide,
the limit for a taxable year is the maximum amount for the coinciding plan year. Otherwise, the
limit for the taxable year is the maximum amount with respect to either the plan year that
commences or the plan year that ends in the taxable year (or a weighted average of the respective
maximum amounts). Once the method for matching plan years to taxable years is established, it
may not be changed without prior approval from the IRS.

For a contribution to be deductible in a particular taxable year, the contribution must be made
during the taxable year or not later than the time for filing a tax return, which is the 15th day of
the third month following the end of the taxable year. A later contribution may be deductible if
the IRS has granted an approval to extend the deadline for filing the tax return.

Any contribution in excess of the tax-deductible limit for a taxable year may not be deducted in
that year, even though the sponsor may have taken deductions in previous years that were less
than the applicable tax-deductible limits. Contributions in excess of the tax-deductible limit may
be deducted in succeeding taxable years, but may be subject to a 10% excise tax under Section
4972 of the IRC. The amount (if any) of the excess that may be deducted in a later year may not
exceed the tax-deductible limit for that year minus the amount contributed in such later year.

For purposes of this report, the following assumptions have been made:

e The tax year begins January 1, 2012 and ends on December 31, 2012; and
o Historically, the deductible limit has been established based upon the plan year beginning
in this tax year.

Since the tax-deductible contribution is dependent upon the relationship between the taxable
year and the plan year and previous tax deductions, we recommend that you consult with your
tax advisor with respect to the tax treatment of contributions to the plan.

In accordance with IRC Sections 404(a) and 404(o0), the maximum deductible contribution for a
limitation year shall be the greatest of:

a) Target Normal Cost plus 150% of the Funding Target plus expected benefit increases”
less the Actuarial Value of Plan Assets

b) Minimum Required Contribution
¢) If a plan is not “at-risk™, the Target Normal Cost and Funding Target (both determined as
if the plan were “at-risk™) less the Actarial Value of Plan Assets.

* Increase in the Funding Target determined including compensation increases after the current plan year (if the plan
is pay-related) or including scheduled benefit increases
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Maximum Deductible Contribution Limit

Summary of Maximum Tax Deductible Contribution

Funding target $75,713,785
Target normal cost 135,000
Cushion amount

(a) 50% of funding target: 50% of (1) 37,856,893
(b) Expected benefit increases

0} Not-at-risk maximum liability 75,713,785

(ii)  At-risk maximum liability 85,587,689

(i)  Per-participant load N/A

(iv)  Liability load: 4% of (i) N/A

(v) At-risk target:

(ii)+(iii)+(iv), not less than (i) 85,587,689

(vi)  Transition percentage 0%

(vii) Maximum funding target:

(O+[(vix((v)-(iN] 75,713,785
(c) Cushion amount: (a)+(b){vii)-(1) 37,856,893
Actuarial value of assets 62,672,136
Preliminary limit:
(DH2)+(3)(c)-(4), not less than 0 51,033,542
Maximum if not at-risk
(a) At-risk funding liability 85,587,689
(b) At-risk normal cost (incl. expenses) 135,000
{c) Maximum if not at-risk:

(a)+(b)-(4), not less than G 23,050,553
Minimum required contribution 986,062
Maximum tax deductible contribution:
max of (5),(6) and (7) $51,033,542
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Supplementary Exhibits
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PBGC Premiums

ERISA established the Pension Benefit Guaranty Corporation (PBGC), under the jurisdiction of
the Department of Labor, to guarantee most vested retirement benefits and certain disability and
SUrvivor pensions.

PBGC guarantees are limited. For example, the PBGC does not guarantee benefits that had not
vested prior to the plan termination or benefits for which all age, service, or other requirements
had not been met at the time the plan terminates. Further, benefit increases and new benefits that
have been in place for less than a year are not guaranteed, and those that have been in place for
less than 5 years are only partly guaranteed. The maximum guaranteed benefit under a plan
terminating in 2012 payable as a single life annuity at age 05, is $4,653 per month. Lower
guarantees apply if benefits begin before age 65 or if survivor benefits are payable. Benefits
other than pension benefits, such as health insurance, life insurance, death benefits, vacation pay,
or severance pay are not guaranteed, and the PBGC does not pay lump sums exceeding $5,000
(even if available under the plan prior to termination).

Plans covered by the PBGC insurance program must file an annual premium filing each year
with the PBGC via their online myPAA system within 9 1/2 months after the beginning of the
plan year. Plans covering more than 500 participants must also file an Estimated Premium Filing
through myPAA by the end of the second month of the plan year. All plans must pay a basic
premium of $35 times the number of participants as of the end of the previous plan year, and
plans with unfunded vested benefits must also pay an additional risk-related premium to the
PBGC.

Development of PBGC Premium for 2012:

1. Flat-rate premium
(a}) National Average Wage (NAW), 2 years prior $41,673.83
(b)  Flat-rate: $30 x (2)/3$35,648.55 (2004 NAW), rounded 35
(c)  Prior year applicable flat premium rate 35
(d}  Participant count (excludes 2 Alternate Payees) 723
(e)  Flat-rate premium: [max of (b) and (c)] x (d) $25,305
2. Variable-rate premium
(a) PBGC funding target
(i) Not-at-risk PBGC liability 75,713,785
(i)  At-risk PBGC liability 85,587,689
(i)  Per-participant load N/A
{iv)  Liability load: 4% x (i) N/A
(v) At-risk PBGC target:
(i1)+(iii)+(iv), not less than (i) 85,587,689
(vi)  Transition percentage 0%
(vii) PBGC funding target: (i)+[(vi)x{((v)-(i})] 75,713,785
(b)  Market value of plan assets 60,998,166
(¢)  Unfunded vested benefits: (a)(vii)-(b),
min zero, rounded up to $1,000 14,716,000
(d) Variable-rate premium:
0.009x(c), or zero if exempt 132,444
3. PBGC Premium: (1)(e)+(2)(d) $157,749
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ASC 960 Information (previously known as FAS 35)

The information in this exhibit is intended to satisfy the requirements under Accounting
Standards Codification Topic 960 (ASC 960) with regard to the financials of the plan. It is not
intended to meet the requirements of Accounting Standards Codification Topic 715 (ASC 715)
(previously known as FAS 87) which are the financials of the plan sponsor. If applicable,
information for ASC 715 is presented in a separate report.

The Present Value of Accumulated Plan Benefits has been calculated using the Actuarial
Assumptions Supplementary Exhibit. No future increases in salaries, Social Security benefits, or
benefit service were assumed.

1. Actuarial present value of accrued plan benefits
(a) Actuarial present value of vested benefits
() Participants currently receiving benefits | $39,226,439
(ii)  Participants entitled to deferred benefits 1,867,189
(iii)  Other participants 18,812,871
(iv)  Total 59,906,499
(b) Actuarial present value of nonvested benefits 0
(c) Actuarial present value of accrued plan
benefits: (a)(iv)+(b) 59,906,499
2. Market value of assets (includes receivables)* 61,060,821
3. Unfunded PVAB (Surplus assets): (1)(c)-(2) (1,154,322)
4. Funded percentage: (2)/(1)(c) 101.93%
5. Changes in present value
(a) PVAB as of January 1, 2011 59,140,096
(b) Changes due to:
(1) Decrease in discount period at 7.75% 4,361,912
(ii)  Benefits paid (5,823,366)
(iti)  Assumption changes®* _ 1,049,669
(iv)  Plan amendments . 0
(v)  Additional benefits earned, including
experience gains and losses 1,178,188
(vi)  Total change 766,403
(c) PVAB as of January 1, 2012: (a)+(b){(vi) $59,906,499

*Receivables under ASC 960 are not discounted back to the valuation date with interest.
** Mortality table was changed to IRS 2012 Static Mortality Table (from RP 2000 Mortality Table

projected to 2010).
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Participant Data

January 1, 2012 January 1, 2011
Active Participants
Number 270 299
Average age 46.92 46.04
Average past service 18.40 17.45
Average future service 13.90 14.44
Covered payroll :
- Total N/A $20,690,681
- Average N/A $69,200
Terminated Vested
Participants
Number 49 41
Average age 46.39 49.17
Annual benefits:
- Total $409,010 $371,263
- Average $8,347 $9,055
Retirees and
Beneficiaries
Number 406 408
Average age 74.51 74.07
Annual benefits:
- Total $4,479,258 $4,430,612
- Average $11,033 $10,859
Total Participant

725 748

Count

* Covered payroll is an estimate of current year earnings limited by IRC Section 401(a)(17) and excluding
participants that are assumed to fully retire within the year.
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Participant Data

Reconciliation of Participant Data:

Active | Terminated | Retirees and Total
Vested | Beneficiaries
As of January 1, 2011 299 41 408 748
New Hires 0 0 0 0
Rehires 0 0 0 0
Nonvested termination (2) 0 0 (2)
Vested termination (14) 14 0 0
Lump sum cashout (7) (2) 0 (9)
Retirement (6) (4) 10 0
Disability 0 0 0 0
Deceased 0 0 (18) (18)
New beneficiaries 0 0 -6 6
Miscellaneous 0 0 0 0
As of January 1, 2012% 270 49 406 725
*Includes 2 Alternate Payees under Qualified Domestic Relations Orders
Bistribution of Inactive Benefits Inforce:
Retired, Survivor, and Disabled Vested
Attained Avg. Avg.
Age No. Annuities No. | Annuities
Under 30 0 50 2 $4,077
30to 34 0 0 5 6,257
35t039 0 0 7 6,487
40 to 44 0 0 7 5,543
45 to 49 2 2,806 8 5,097
50 to 54 0 0| 12 11,851
55t0 59 9 12,054 7 12,076
60 to 64 59 16,647 1 17,844
65 to 69 69 14,869 0 0
70 to 74 63 12,041 0 0
75t0 79 90 9,449 0 0
80to 84 70 7,768 0 H]
85 to 89 29 5,888 0 0
90 to 94 11 2,244 0 0
95 & up 4 2,204 0 0
Total 406 $11,033 | 49 $8,347
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Active Participant Data

Years of service

Under | 1to | 5to | 10to | 15to | 20to | 25t0 | 30to | 35t0 | 40 &
1 4 9 14 19 24 29 34 39 up | Total
Attained
Age No. No. | No. | No. No. No. No. No. No. No. | No.
Under 25 2 2
251029 I 9 10
30to 34 1 16 9 26
350 39 2 9 21 1 33
40 to 44 10 10 11 5 36
451049 8 13 12 9 2 44
50 to 54 2 13 10 11 5 20 61
55to 59 2 1 7 3 6 15 7 41
60 to 64 1 2 3 8 2 16
65 to 69 1 1
70 & up
Total 6 56 67 42 31 13 38 15 27 270
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Actuarial Cost Method

Funding Target / Target Normal Cost

An Actuarial Cost Method is an allocation of the expected cost of a pension plan on a year-by-
year basis. The primary objective of an Actuarial Cost Method is to accumulate enough assets
prior to each participant's retirement to provide the promised pension benefits.

The Pension Protection Act of 2006 (PPA) mandates the use of the Traditional Unit Credit
Actuarial Cost Method. Under this method, the accrued benefit is estimated based upon service
and, if applicable, earnings as of the valuation date. The Funding Target is equal to the actuarial
present value of all accrued benefits as of the valuation date. The Target Normal Cost is the
actuarial present value, as of the valuation date, of the expected increases in projected accrued
benefit attributable to service expected to be completed during the plan year (i.e. if applicable,
one year’s salary growth is reflected in the determination of Target Normal Cost).

For tax deduction purposes, the Funding Target may reflect the value of future pay increases on
accrued benefits, if applicable.

PPA Discounting Method

The plan sponsor is responsible for making the following decisions with regard to the
discounting method:

e Full yield-curve spot rates or a segmented yield-curve of 24-month average rates of

corporate bond rates

» If the segmented yield curve is used, the rates as of the month of the valuation may be
used or as of a lookback month up to 4 months prior to the valuation date (the full yield
curve must use the rates as of the month of the valuation starting in 2010)

For purposes of this valuation, the following discounting method was used and is assumed to be
approved by the plan sponsor:

e Rates through the month of August preceding the valuation date
e Segment Rates

Asset Valuation Method

The Plan Assets for purposes of this Actuarial Valnation are valued under the asset averaging
method, including, if applicable, discounted receivable contributions. The value of plan assets is
set equal to the average of the fair market value of assets on the valuation date and the adjusted
fair market value of assets (including expected earnings) determined for the two earlier annual
determination dates. Expected earnings are calculated using the third segment rate of the
segmented yield-curve in effect at the beginning of each valuation year. The resulting average
value must be constrained so that it falls between 90 and 110 percent of the fair market value of
assets on the valuation date.
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Actuarial Assumptions
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Actuarial Assumptions

Actuarial assumptions are estimates of the occurrence of future events affecting the costs of the

plan. The assumptions have been chosen to anticipate the long-term experience of the plan. The

enrolled actuary will certify the reasonableness of these assumptions, as required

by ERISA.

The actuarial assumptions used to compute this year's plan costs are as follows:

Economic Assumptions

PPA Segment Rates Funding Target

PBGC

- Segment 1: Upto Year 5 2.06%
- Segment 2: Years 5-20 5.25%
- Segment 3: Years 20+ 6.32%

ASC 960 Assumed Investment Return 7.75%
Annyal rates of increase:

- Salaries N/A
- Future Social Security wage bases N/A
- Statutory limits on compensation and benefits N/A

Demographic Assumptions

Mortality:
- Funding Target/ PBGC IRS 2012 Static Mortality Table
- ASC 960 IRS 2012 Static Mortality Table
Terminations: Rates vary by age and sex. Hlustrative
annual rates of withdrawal are as follows:
Apge Male Female
25 7.18% 15.05%
40 1.57% 2.14%
55 0.29% 0.42%
Disability: None
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Actuarial Assumptions

Assumed Retirement Age (Actives):

Assumed Retirement Age (Vested Terms):

Benefit Commencement date:

Preretirement Death Benefit:

Deferred Vested Benefit:

Retirement Benefit:

Form of Payment

Miscellaneous Assumptions

Percent Married:
Spouse Age:

Administrative Expenses:
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Rates varying by age.
Representative rates:
Age Rate
55 3%
56-58 1%
59 3%
60-61 10%
62 25%
63-64 20%
65 100%
Age 62

Surviving spouse benefits commence at the later of
the death of the active participant or the date the
participant would have attained age 55.

Upon termination of employment (if lump sum) or
at early retirement date (if annuity)

Upon termination of employment

Life annuity. Retirement benefit loaded 6.4% for
subsidized option factor. Withdrawal benefits are
assumed to be paid as a lump sum for participants
hired on or before January 1, 2004, otherwise they
are assumed to be paid as a life annuity
commencing at the participant's early retirement
date.

80%
Wife three years younger than husband

$135,000 (Prior year's administrative expenses
rounded up to nearest $5,000)



Summary of Plan Provisions
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Summary of Plan Provisions

Effective Dates:

Employee:

Eligibility Requirements:

Plan Entry Date:

Year of Service:

Credited Service:

Original Plan: January 1, 1955

All bargaining employees of Montana-Dakota Utilities Co.

Age: 21 for employees hired on or
after 1/1/85; if hired prior to
1/1/04, no service required.

Service: One Year of Service
Maximum Age: None

Plan eligibility is frozen for employees hired after
June 30, 2007.

An eligible employee will enter the plan on the first
day of the month following completion of the
eligibility requirements. No employee hired after
June 30, 2007 may enter the plan.

12-consecutive month computation period in which
an employee is credited with 1,000 or more hours
of service.

Eligibility: Computation period
commences on employee’s
date of hire.

Vesting: One year for each 1,000-hour
calendar year of employment
by MDU Resources Group,
Inc., or a related company.

Service following age 21 with a maximum of 35
years; full year if 2,080 hours in a year, prorate for
less than 2,080 hours. Except for years of hire and
termination, exclude years with less than 1,000 hours.
Credited Service is frozen as of June 30, 2011.

Prepared by New York Life Retirement Plan Services - 2012 MDU Bargaining Page 31



Summary of Plan Provisions

Normal Retirement Date (NRD): Last day of the month in which 65" birthday occurs

Basic Monthly Compensation: Basic rate of regular compensation as of the first
day of the first payroll period of the month,
including Section 125 and 401(k) deferrals. Special
rules for commissioned and pari-time employees.

Final Average Monthly The average of the highest 60 consecutive basic
Compensation: monthly compensation rates in the last 120 months
of employment. Compensation earned after June 30, 2011
is not taken into consideration.

Normal Retirement Benefit: Monthly pension benefit determined as of NRD. Effective
June 30, 2011, benefit accruals are frozen.

Normal Form of Benefit: Single:  Life Annuity
Married: 50% Joint and Survivor

Early Retirement Eligibility: Retire before NRD and on or after both attaining
age 55 and completing five years of vesting service.

Early Retirement Benefit: Monthly pension benefit determined as of early
retirement date. For retirements prior to age 60,
the benefit is reduced .25% for each month that
commencement of payment precedes age 60.

Deferred Vested Eligibility: Terminate for reason other than death or retirement after
completing five years of vesting service.

Deferred Vested Benefit: -Monthly pension benefit determined as of date of
termination payable at NRD
-Monthly pension benefit determined as of
termination date, reduced .25% for each
month that commencement of payments
precedes age 62.
-Participants hired before January 1, 2004
who are not eligible for early retirement may elect
a single surn payment equal to the actuarial
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Summary of Plan Provisions

Deferred Vested Benefit:

Pre-Retirement Spousal
Death Benefit:

Monthly Pension Benefit:

Pension Credits:

Final Pay Benefit:

Integration Level:

equivalent of the benefit payable at age 55, based
on the interest and mortality assumptions
specified under IRC 417(e)(3).

If death while active employee after age 45, 50% of
monthly pension benefit at date of death reduced for early
payment to employee’s date of death.

If death while active employee before age 45 or after
termination, 50% of monthly pension benefit at date of
death reduced for the 50% joint and survivor annuity
option, payable as early as the employee’s 55" birthday.

The greater of total Pension Credits and the Final
Pay Benefit, with a minimum benefit equal to the
pension benefit as of December 31 preceding
termination. A modified formula is applied for
participants who had annualized basic
compensation during a plan year prior to 1994 in
excess of $150,000.

For employees who began participation and attained

age 40 on or before February 28, 1990, a pension

credit for each year after December 31, 1988 equal to
1.65% of the first $1,100 of basic monthly compensation as
of the first day of the first payroll period of the plan year
plus 2% of the excess; proportionately reduced for less than
2,080 hours of service. Different formulas applied for
service prior to 1989.

1.1% of final average monthly compensation up to
the integration level plus 1.45% of the final
average monthly compensation in excess of the
integration level, times years of credited service
(maximum of 35 years).

For plan years after 1989, the integration level
equals $1,400 multiplied by a fraction equal to the
current year Taxable Wage Base divided by $48,000.
Integration Level is frozen as of June 30, 2011.
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I. INTRODUCTION

The purpose of this report is to present certain financial information in accordance with FASB
Accounting Standards Codification {ASC) 715-30.

Actuarial computations under ASC 715-30 are for purposes of fulfilling employer accounting
requirements. The calculations reported herein have been made on a basis consistent with our
understanding of the applicable accounting standards. Determinations for purposes other than
meeting employer financial accounting requirements may be significantly different from the results
reported herein. Accordingly, additional determinations are needed for other purposes, such as
judging benefit security at termination or adequacy of funding for an ongoing plan.

In preparing the results presented in this report, we have relied upon information provided to us
regarding plan provisions, participant data and plan assets. We have reviewed this information for
overall reasonableness, but we have not audited this information. Plan provisions and participant
data are summarized in the January 1, 2012 actuarial valuation report. In addition, the actuarial
assumptions as to weighted-average discount rate, rate of increase in compensation levels, and
expected long-term rate of return on plan assets described in Section IV of this report were
supported by the plan sponsor and its auditors. In the actuary’s professional opinion, the
assumptions reflected in this report are reasonable.

The Net Periodic Pension Cost has been determined to be ($317,409) for the Fiscal Year Ending
December 31, 2012. The assumptions used to determine the Net Periodic Pension Cost include a

discount rate of 4.25% and are illustrated in Secton IV.

The undersigned meets the Qualification Standards of the American Academy of Actuaries to render
the actuarial opinion contained herein.

May 7, 2012 VA L

Date Mark B. Magnus, A.S.A., Enrolled Actuary
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II. DETERMINATION OF NET PERIODIC PENSION COST
FISCAL YEAR ENDING DECEMBER 31, 2012

1. Employer Service Cost
a) Amount at beginning of year
b) Interest

c) Total service cost (2)+(b)

2, Interest Cost

a) Projected Benefit Obligadon (PBO) at beginning of year

b) Expected distributions
) Average expected PBO
d) Discount race

e) Interest cost {c)x(d)

3. Expected return on assets
a) Market-related value at beginning of year
b) Expected distributions
¢} Total expected contributions
d) Expected expenses
) Average market-related value of assets
f) Long term rate of return

g) Expected return {g)x(f)

4. Amortization of Transition {Asset) or Obligation

- Attachment A

5. Amortization of Prior Service Cost

- Artachment A

6. Amortization of (Gain) or Loss

-Attachment B-2, end of year

7. Net Periodic Pension Cost

(19+2e)-Ca+@H+(E)HO)
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87,884,204
4,745,848
85,313,626
4.25%
3,625,829

64,491,447
4,745,848
2,191,126

0

63,051,624

7.75%
4,886,501

943,263

($317,409)
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III. ATTACHMENTS - Attachment A

AMORTIZATION OF TRANSITION OBLIGATION (ASSET) AND PRIOR SERVICE COST

Summary for Fiscal Year Ending 12/31/12
Beginning Amount End of Year
Date of Year Recognized Balance
Established Balance
Transition Obligation/(Asset) N/A N/A N/A N/A
Prior Service Cost 0 0 0
Total $0 %0 %0
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III. ATTACHMENTS - Attachment B-1

CALCULATION OF (GAIN) OR LOSS

1. Net acruarial {gain} or loss from December 31, 2011 disclosure

2. PBO from December 31, 2011 disclosure

3. Fair value of plan assets from December 31, 2011 disclosure

4. PBO as of January 1, 2012

5. Fair value of plan assets as of January 1, 2012

6. (Gain)/Loss (1)-(2)+(3)y+(4)-(5)
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$36,293,895

87,874,873

58,869,695

87,884,294

58,869,695

$36,303,316
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III. ATTACHMENTS - Attachment B-2

(GAIN) OR LOSS SUBJECT TO AMORTIZATION

i

U

Fiscal Year Ending
December 31, 2012

1. {Gain)/loss-Attachment B-1,line 6 £36,303,316
2, PBO - Artachment B-1 line 4 87,884,204

3. (Gain) or loss not reflected in market-related value

a) Fair value 58,869,695

b) Market-related value 64,491,447
c) Amount not reflected in b) (a)-(b) (5,'621,752)

4. (Gain) or loss subject to amorgzadon {1)+(3c) 30,681,564

( | 5. Greater of (2) or (3b) 87,884,294
6. 10% of {5) 8,788,429

7. (Gain) or loss subject to amordzadon [excess of (4) over (6)] 21,893,135
B. Average future life expectancy of plan participants 23.21

9. Amortization amount (7)/(8) $943,263

Page 5

N
L



IV. ACTUARIAL ASSUMPTIONS

For determining the Net Periodic Pension Cost
for the Fiscal Year Ending December 31, 2012

Measurement Date; December 31, 2011
Discount Rate: 4.25%
Annual Rate of Increase in Compensation: N/A
Expected Long Term Rate of Return on Plan Assets: 7.75%
Mortality: 2012 IRS Static Mortality Table
Turnover:

Rates vary by ape and sex.

Representative rates:

Age Male Female

25 7.2% 15.1%

40 1.6% ° 2.1%

55 0.3% 0.4%
Taxable Wage Base Increase: N/A
Cost of Living Increase: 3.25%
Expenses: None
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V. DEFINITIONS

Discount Rate. This Discount Rate reflects the rate used to adjust for the time value of money.

Tt should reflect the rates at which the pension benefits could effectively be settled.

Expected Long Term Rate of Return on Plan Assets. This is an assumption concerning

the rate of return on plan assets. The product of the Expected Long Term Rate of Return on

Plan Assets and the plan's assets is applied as a credit towards the current year's net periodic

pension cost.

Gain or Loss. Gains and Losses measure the difference between actual experience
and that assumed. Under US GAAP-the impact of changes in actuarial assumptons is

also measured as a Gain or Loss.

Fair Value of Plan Assets. The market value of assets.

Measurement Date. The date at which plan assets and obligations are measured.

Net Transition (Asset) Obligation. The excess(deficit) of the PBO over the Fair Value of
¢ ets (adjusted for previously recognized accrued or prepaid pension costs) as of the date of
initial compliance with US GAAP.

Prior Service Cost. This is the amount of change in the Projected Benefit Obligation due to

amendments to the plan.

Projected Benefit Obligation (PBQ). This represents the present value of pension benefits

based on service earned to date and expected future increases in salary.
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V. DEFINITIONS

Net Periodic Pension Cost. This represents the pension expense for the fiscal year. The

Net Periodic Pension Cost consists of the following:

(1) Service Cost. The Service Cost represents the value of benefits earned each year. This
is comparable to the normal cost used in determining funding levels under ERISA.

(2) Interest Cost. The Interest Cost equals the product of the Discount Rate and the
Projected Benefit Obligation adjusted for benefit payments expected during the year.

(3) Retumn on Plan Assets. The Return on Plan Assets is the product of the

Expected Long Term Rate of Return on Plan Assets and the Fair Value of Plan
Assets adjusted for contributions and benefit payments expected during the year.
'This component represents a credit which reduces the Net Periodic Pension Cost for
the year.
(4) Amortization of Unrecognized Gain or Loss. Amortization payments are included

in the Net Periodic Pension Cost to systematically recognize cumulative Gains and Losses

that are unrecognized as they occur.
(5) Amortization of Unrecognized Prior Service Cost. This is the amortization of

increases or decreases in the Projected Benefit Obligation due to amendments to the plan.

(6) Amortization of Unrecognized Net Obligation or Asset at Transition. This
represents the amortization of the Net Obligation(Asset) that existed at transition in the
initial year of US GAAP compliance.

Projected Unit Credit Cost Method. Under this method, the benefit for each participant is
projected to retirement and a pro-rata part of this benefit is then assigned to each year of
service from hire date to the participant's retdrement date. The Service Cost for each participant
is the present value of the pro-rata benefit assigned to the current year. The Service Cost for
the Fiscal Year is equal to the sum of the individual Service Costs for all participants. This
method is required to be used in all calculations under US GAAP.
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