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United States

Securities and Exchange Commission
Washington, D.C. 20549

FORM 10-Q

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended March 31, 2009

Or

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from              to             

Commission file number 0-21196

Destination Maternity Corporation
(Exact name of registrant as specified in its charter)
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Delaware 13-3045573
(State or other jurisdiction of

incorporation or organization)
(IRS Employer Identification No.)

456 North 5th Street, Philadelphia, Pennsylvania 19123
(Address of principal executive offices) (Zip code)

Registrant�s telephone number, including area code (215) 873-2200

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer x

Non-accelerated filer ¨ (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

Common Stock, $.01 par value 6,103,747 shares outstanding as of April 30, 2009
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
DESTINATION MATERNITY CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share amounts)

(unaudited)

    March 31,    
2009

September 30,
2008

ASSETS
Current assets:
Cash and cash equivalents $ 17,422 $ 12,148
Trade receivables 7,681 7,085
Inventories 79,842 88,056
Deferred income taxes 8,154 8,154
Prepaid expenses and other current assets 4,776 6,777

Total current assets 117,875 122,220

Property, plant and equipment, net 65,095 66,098
Assets held for sale �  207
Other assets:
Goodwill �  50,389
Deferred financing costs, net of accumulated amortization of $460 and $358 750 929
Other intangible assets, net of accumulated amortization of $2,088 and $2,105 840 695
Deferred income taxes 15,782 15,411
Other non-current assets 314 299

Total other assets 17,686 67,723

Total assets $ 200,656 $ 256,248

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Line of credit borrowings $ �  $ �  
Current portion of long-term debt 1,240 1,860
Accounts payable 18,012 20,937
Accrued expenses and other current liabilities 42,742 37,806

Total current liabilities 61,994 60,603
Long-term debt 66,867 76,786
Deferred rent and other non-current liabilities 31,530 29,391

Total liabilities 160,391 166,780

Commitments and contingencies (Note 12)
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Stockholders� equity:
Preferred stock, 1,656,381 shares authorized:
Series B junior participating preferred stock, $.01 par value; 300,000 shares authorized, none
outstanding �  �  
Common stock, $.01 par value; 20,000,000 shares authorized, 6,104,138 and 6,070,813 shares issued
and outstanding, respectively 61 61
Additional paid-in capital 83,618 83,274
Retained earnings (deficit) (41,325) 7,505
Accumulated other comprehensive loss (2,089) (1,372)

Total stockholders� equity 40,265 89,468

Total liabilities and stockholders� equity $ 200,656 $ 256,248

The accompanying notes are an integral part of these Consolidated Financial Statements.
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DESTINATION MATERNITY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share amounts)

(unaudited)

Three Months Ended
March 31,

Six Months Ended
March 31,

2009 2008 2009 2008
Net sales $ 130,082 $ 139,005 $ 264,894 $ 281,881
Cost of goods sold 60,227 69,319 127,184 140,233

Gross profit 69,855 69,686 137,710 141,648
Selling, general and administrative expenses 66,019 67,471 132,009 137,163
Store closing, asset impairment and asset disposal expenses 164 868 166 1,754
Restructuring charges �  �  171 �  
Goodwill impairment expense 3,389 �  50,389 �  

Operating income (loss) 283 1,347 (45,025) 2,731
Interest expense, net 1,162 1,858 2,556 3,724
Loss on extinguishment of debt �  38 66 38

Loss before income taxes (879) (549) (47,647) (1,031)
Income tax provision (benefit) 1,036 (159) 1,183 (289)

Net loss $ (1,915) $ (390) $ (48,830) $ (742)

Net loss per share�Basic and diluted $ (0.32) $ (0.07) $ (8.17) $ (0.13)

Average shares outstanding�Basic and diluted 5,994 5,937 5,980 5,894

The accompanying notes are an integral part of these Consolidated Financial Statements.
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DESTINATION MATERNITY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY

AND COMPREHENSIVE LOSS

(in thousands)

(unaudited)

Common Stock
Additional

Paid-in
Capital

Retained
Earnings
(Deficit)

Accumulated
Other

Comprehensive
Loss Total

Comprehensive Loss
Number

of
Shares Amount Quarter

Year to
Date

Balance as of
September 30,
2008 6,071 $ 61 $ 83,274 $ 7,505 $ (1,372) $ 89,468
Net loss �  �  �  (48,830) �  (48,830) $ (1,915) $ (48,830)
Amortization
of prior service
cost for
retirement
plans, net of
tax �  �  �  �  62 62 31 62
Change in fair
value of
interest rate
swap, net of
tax �  �  �  �  (779) (779) 153 (779)

Comprehensive
loss $ (1,731) $ (49,547)

Stock-based
compensation 35 �  1,088 �  �  1,088
Tax benefit
shortfall from
stock option
exercises and
restricted stock
vesting �  �  (732) �  �  (732)
Repurchase
and retirement
of common
shares (2) �  (12) �  �  (12)

Balance as of
March 31,
2009 6,104 $ 61 $ 83,618 $ (41,325) $ (2,089) $ 40,265

Balance as of
September 30,
2007 5,963 $ 60 $ 81,047 $ 8,820 $ (1,404) $ 88,523
Net loss �  �  �  (742) �  (742) $ (390) $ (742)
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Amortization
of prior service
cost for
retirement
plans, net of
tax �  �  �  �  81 81 56 81
Change in fair
value of
interest rate
swap, net of
tax �  �  �  �  (1,488) (1,488) (867) (1,488)
Unrealized loss
on
investments,
net of tax �  �  �  �  (83) (83) (49) (83)

Comprehensive
loss $ (1,250) $ (2,232)

Cumulative
effect of
adoption of
FIN No. 48,
Note 9 �  

123,595 135,744 147,893 160,042

  200,000 129,484 143,445 157,407 171,368 185,329
  225,000 140,464 154,425 168,387 182,348 196,309
  250,000 151,384 165,345 179,307 193,268 207,229
  300,000 187,624 201,585 215,547 229,508 243,469
  350,000 235,204 249,165 263,127 277,088 291,049
  400,000 276,184 290,145 304,107 318,068 332,029
  450,000 316,084 330,045 344,007 357,968 371,929
  500,000 387,484 401,445 415,407 429,368 443,329
  550,000 387,484 401,445 415,407 429,368 443,329
  600,000 479,884 493,845 507,807 521,768 535,729

        The Table covers the amounts payable under the Salaried Pension Plan and non-qualified Supplemental Income Security Plan (SISP).

        Pension benefits are determined by the step-rate formula that places emphasis on the highest consecutive 60 months of earnings within the
final 10 years of service.

        Benefits for single participants under the Salaried Pension Plan are paid as straight life amounts and benefits for married participants are
paid as actuarially reduced pensions with a survivorship benefit for spouses, unless participants choose otherwise.

        The Salaried Pension Plan also permits pre-retirement survivorship benefits upon satisfaction of certain conditions. Additionally, certain
reductions are made for employees electing early retirement.

        The Internal Revenue Code places maximum limitations on benefit amounts that may be paid under the Salaried Pension Plan.

        The Company has adopted a non-qualified SISP for senior management personnel. As of December 31, 2003, 99 senior management
personnel were participating in the SISP, including the Named Officers.

        Both plans cover salary shown in column (c) of the Summary Compensation Table and exclude bonuses and other forms of compensation.
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        Upon retirement and reaching age 65, participants in the SISP may elect a retirement benefit or a survivors' benefit with the benefits
payable monthly for 15 years or as an equivalent life annuity.

        As of December 31, 2003, the Named Officers were credited with the following years of service under the plans:
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Name

Pension
Service
Years

SISP Service
Years

Martin A. White 12 12
Ronald D. Tipton 20 20
Warren L. Robinson 15 15
Lester H. Loble, II 16 16
Vernon A. Raile 23 22

        The maximum years of service for benefits under the Pension Plan is 35. Vesting under the SISP begins at 3 years and is complete after
10 years. Benefit amounts under both plans are not subject to reduction for offset amounts.

CHANGE-OF-CONTROL AND SEVERANCE ARRANGEMENTS

        The Company entered into Change of Control Employment Agreements with the Named Officers and other executives ("executives") in
November 1998, which provide certain protections to the executives in the event there is a change of control of the Company.

        If a change of control occurs, the agreements provide for a three-year employment period from the date of the change of control, during
which the executive is entitled to receive a base salary not less than the highest amount paid within the preceding twelve months, and annual
bonuses not less than the highest bonus paid within the three years before the change of control, and to participate in the Company's incentive,
savings, retirement and welfare benefit plans.

        The agreements also provide that specified severance payments and benefits would be provided if the executive's employment is terminated
during the employment period (or if connected to the change of control, prior thereto) by the Company, other than for cause or disability, or by
the executive for good reason, which includes for any reason during the 30-day period beginning on the first anniversary of the change of
control.

        In such event, the executive would receive an amount equal to three times his annual base pay plus three times his highest annual bonus (as
defined). In addition, he would receive (i) an immediate pro-rated cash-out of his bonus for the year of termination based on the highest annual
bonus and (ii) an amount equal to the excess of (a) the actuarial equivalent of the benefit under Company qualified and nonqualified retirement
plans that he would receive if he continued employment with the Company for an additional three years over (b) the actual benefit paid or
payable under these plans.

        The executive and family would continue to be covered by the Company's welfare benefit plans for three years. The executive also would
receive outplacement benefits. Finally, the executive would receive an additional payment if necessary to make him or her whole for any federal
excise tax on excess parachute payments imposed upon the executive, unless the total parachute payments were not more than 110% of the safe
harbor amount for that tax (in which event the executive's payments would be reduced to the safe harbor amount).
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        For these purposes, "cause" generally means the executive's willful and continued failure to substantially perform his duties or willfully
engaging in illegal conduct or misconduct materially injurious to the Company. "Good reason" generally includes the diminution of the
executive's position, authority, duties or responsibilities, the reduction of the executive's pay or benefits, and relocation or increased travel
obligations.

        Subject to certain exceptions described in the agreements, a "change of control" is defined in general as (i) the acquisition by an individual,
entity, or group of 20% or more of the Company's voting securities; (ii) a turnover in a majority of the Board of Directors without the approval
of a majority of the members of the Board who were members of the Board as of November 1998 or whose election was approved by such
Board members; (iii) a merger or similar transaction; or (iv) the stockholders' approval of the Company's liquidation or dissolution.

        The Company entered into an agreement with Lester H. Loble, II in connection with Mr. Loble's retirement on January 2, 2004. Mr. Loble
agreed to provide consulting services to the Company for six months after his retirement for which he was paid $142,500. Mr. Loble also was
entitled to keep certain office equipment. Other benefits to which Mr. Loble is entitled are determined in accordance with the terms and
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provisions of the Company's plans and programs.

COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

Purpose

        The Compensation Committee of the Board of Directors has direct responsibility for determining compensation of the Company's executive
officers and for producing an annual report on executive compensation for inclusion in the Company's proxy statement. Composed entirely of
non-employee Directors, the Committee meets quarterly to review and determine compensation for the executive officers, including the Chief
Executive Officer.

Executive Compensation

        Based upon a study of the Company's executive compensation programs in 2002, the Committee made several changes to its approach to
long-term incentive compensation, including the elimination of stock options and restricted stock grants effective in 2003.

        The Committee believes that appropriate compensation levels succeed in both attracting and motivating high quality employees. To
implement this philosophy, the Committee analyzes trends in compensation among comparable companies participating in the oil and gas
industry, segments of the energy and mining industries, the peer group of companies used in the graph following this report, and similar
companies from general industry. The Committee then sets compensation levels that it believes are competitive within the industry and
structured in a manner that rewards successful job performance. There are three components of total executive compensation: base salary, annual
incentive compensation, and long-term incentive compensation.

        In setting base salaries, the Committee does not use a particular formula. In addition to the above data, other factors the Committee uses in
its analysis include the executive's current salary in comparison to the competitive industry standard as well as individual performance.
Mr. White, the Chairman, President and Chief Executive Officer, received a 15.4% increase in base salary for 2003. During 2003, only
approximately 21.2% of Mr. White's compensation was base pay. The remainder was performance-based. This reflects the Committee's belief in
the importance of having substantial at risk compensation to provide a direct and strong link between performance and executive pay. For the
other Named Officers, the Committee targeted salaries at the midpoint of the competitive industry standard. The other Named Officers received
base salary increases averaging 11.98% for 2003.
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        In keeping with the Committee's belief that compensation should be directly linked to successful performance, the Company employs both
annual and long-term incentive compensation plans. The annual incentive compensation is determined under the Executive Incentive
Compensation Plan. The Committee makes awards based upon the level of corporate earnings, cost efficiency, and individual performance.
Mr. White received a total of $1,200,000 (or 200% of the targeted amount) in annual incentive compensation for 2003; the other Named Officers
received an average of $245,366 or 180% of the targeted amount, based upon achievement of corporate earnings and individual performance
above the target level.

        Long-term incentive compensation serves to encourage successful strategic management and is awarded under the 1997 Executive
Long-Term Incentive Plan.

        Effective in 2003, several changes were made to the long-term incentive program as a result of the study discussed above. The Committee
does not expect to make additional stock option or restricted stock grants under the 1997 Executive Long-Term Incentive Plan. Beginning with
grants made in 2003, the Committee is using performance shares, with dividend equivalents, as the form of long-term incentive compensation.
These awards are expected to be made annually. The performance periods will generally be three years, and performance goals will compare
Company performance against a peer group in specified areas. Performance shares and dividend equivalents will be paid out, if earned, between
10% and 200% of the target award. Performance shares will be paid out in stock and dividend equivalents in cash. Awards for two performance
periods were made to executive officers in 2003�2002-2004 and 2003-2005. The level of award for each executive officer was determined by
using the Committee approved target incentive guidelines. This new long-term award is designed to ensure the retention value and the
motivation effect of the Company's long-term compensation program on the Company's executive officers.
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        In recent years, the Committee has used stock options with dividend equivalents and performance-accelerated restricted stock as the
components of long-term incentive compensation. Options were granted every three years with three-year performance cycles. The options
became exercisable automatically in nine years, but vesting was accelerated if the performance goals were met after three years. The size of the
awards was based upon the executive's established pay grade, which took into consideration the job's internal value, based on overall complexity
and responsibility, and external value as reflected in a market competitiveness comparison.

        Options with a three-year performance cycle (2001-2003) and related dividend equivalents were granted in 2001. Performance goals
established by the Committee and described in the 2002 Proxy Statement for the 2001-2003 performance cycle were exceeded; therefore,
exercisability of the options was accelerated and dividend equivalents were earned at 151.7%, except for Mr. Tipton for whom the exercisability
of 45.5% of his options was accelerated and dividend equivalents were earned at the same percent. No additional options were granted in 2003.

        In addition, the Committee accelerated vesting of 67 percent of the restricted stock granted under the 1997 Executive Long-Term Incentive
Plan, based on achievement of performance goals for the three-year period 2001-2003 at the 67th percentile.

        At December 31, 2003, there were approximately 4.2 million options outstanding under the Company's various plans, which is
approximately 3.7% of shares outstanding.

        In 1994, the Board of Directors adopted Stock Ownership Guidelines under which executives are required to own Company Common Stock
valued from one to four times their annual salary.

        The Committee monitors the impact of federal tax laws on executive compensation, including Section 162(m) of the Internal Revenue
Code. The deductibility of some types of compensation depends upon the timing of an executive's vesting or exercise of awards or on whether
such awards qualify as "performance-based" under the provisions of Section 162(m). The Committee will consider the possible tax effect when
structuring performance-based compensation but may pay compensation to its executive officers that is not fully deductible.

Harry J. Pearce, Chairman
Thomas Everist, Member
Patricia L. Moss, Member
Homer A. Scott, Jr., Member
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MDU RESOURCES GROUP, INC.
COMPARISON OF FIVE YEAR TOTAL STOCKHOLDER RETURN (1)

Total Stockholder Return Index (1998=100)
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(1)
All data is indexed to December 31, 1998, for the Company, the S&P 500, and the Peer Group. Total stockholder return is calculated
using the December 31 price for each year. It is assumed that all dividends are reinvested in stock at the frequency paid, and the
returns of each component peer issuer of the group is weighted according to the issuer's stock market capitalization at the beginning of
the period.

Peer Group issuers are Allegheny Energy, Inc., Allete, Inc., Alliant Energy Corporation, Black Hills Corporation, Comstock
Resources, Inc., Equitable Resources, Inc., Florida Rock Industries, Inc., Hanson PLC ADR, KeySpan Corporation, Kinder Morgan,
Inc., Louis Dreyfus Natural Gas Corp. (returns included for the full years of trading for 1998 through 2000. Discontinued trading in
2001, the result of the acquisition by Dominion Resources, Inc.), Martin Marietta Materials, Inc., Newfield Exploration Company,
NICOR, Inc., OGE Energy Corp., ONEOK, Inc., Peoples Energy Corporation, Pogo Producing Company, Quanta Services, Inc.,
Questar Corporation, SCANA Corporation, Stone Energy Corporation, TECO Energy, Inc., UGI Corporation, Vectren Corporation
(formerly Indiana Energy, Inc.), Vulcan Materials Company, and XTO Energy, Inc.(formerly Cross Timbers Oil Company).
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INFORMATION CONCERNING EXECUTIVE OFFICERS

        Executive officers of the Company are elected by the Board of Directors and serve until the next annual meeting of the Board. Any
executive officer so elected may be removed at any time by the affirmative vote of a majority of the Board. Certain information concerning such
executive officers, including their ages, present corporate positions, and business experience, is set forth below.

Name Age
Present Corporate Position

and Business Experience
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Name Age
Present Corporate Position

and Business Experience

Martin A. White. 62 Chairman of the Board, President and Chief Executive Officer.
For information about Mr. White, see "Election of Directors."

Cathleen M. Christopherson 59 Ms. Christopherson was elected Vice President-Corporate
Communications effective November 1989. Prior to that she
served as Assistant Vice President-Corporate Communications
effective September 1989.

Mary B. Hager 40 Ms. Hager was elected Controller effective May 2003. Prior to
that she served as Assistant Controller effective May 2001, as
Financial and Investor Relations Analyst effective June 2000,
as Senior Financial Analyst for Knife River Corporation, an
indirect subsidiary, effective October 1999, and as Financial
Planning and Reporting Manager for Fidelity Oil Co., an
indirect subsidiary, effective November 1997.

Cynthia J. Norland 49 Ms. Norland was elected Acting General Counsel and Acting
Secretary for the Company, its divisions, and major
subsidiaries effective January 2004. Prior to that she served as
a Senior Attorney effective June 1995 and as an Assistant
Secretary of several subsidiary companies.

Vernon A. Raile 59 Mr. Raile was elected Senior Vice President, Controller and
Chief Accounting Officer effective November 2002. He served
as Controller until May 2003. He was Vice President,
Controller and Chief Accounting Officer from August 1992
until November 2002.

21

Name Age
Present Corporate Position

and Business Experience

Cindy C. Redding 45 Ms. Redding was elected Vice President�Human Resources
effective July 2003 and was Director of Human Resources
from December 2002 until July 2003. Prior to that she served
as Director, Strategic Staffing Services for Sonoco Products
Company, a global packaging company, from April 2002 until
December 2002, as Corporate Benefits Planning & Delivery
Manager for Sonoco Products Company from October 1999
until April 2002, and as Director, Human Resources, Molded
Plastics Division of Sonoco Products Company from July 1998
until October 1999.

Warren L. Robinson 53 Mr. Robinson was elected Executive Vice President, Treasurer
and Chief Financial Officer effective May 1999. He served as
Treasurer until January 2004. He was elected Vice President,
Treasurer and Chief Financial Officer effective August 1992.
He serves in similar positions and as a Director of the principal
subsidiaries of the Company. Mr. Robinson was elected
President and Chief Executive Officer of Centennial Holdings
Capital Corp. in November 2000, of FutureSource Capital
Corp. in July 2001 and of InterSource Insurance Company in
October 2001. He also is a member of the Managing
Committees of Montana-Dakota Utilities Co. and Great Plains
Natural Gas Co., Divisions of the Company.

Daryl A. Splichal 48 Mr. Splichal was elected Treasurer effective January 2004.
Prior to that he served as Assistant Treasurer�Risk Management
effective February 2003, and as Internal Auditing Manager
effective September 1984.
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Name Age
Present Corporate Position

and Business Experience

Ronald D. Tipton 57 Mr. Tipton was elected Chief Executive Officer of
Montana-Dakota Utilities Co. and of Great Plains Natural Gas
Co. effective July 1, 2000. He previously was President and
Chief Executive Officer of Montana-Dakota Utilities Co.
effective January 1995.

Floyd E. Wilson 53 Mr. Wilson was elected Vice President�Strategic Planning and
Corporate Development effective May 2003. Prior to that he
served as Strategic Planning Manager effective December
1997.

Robert E. Wood 61 Mr. Wood was elected Vice President-Public Affairs and
Environmental Policy effective August 1991. Before that he
was Vice President-Public Affairs from June 1986.
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SECURITY OWNERSHIP

        The Table below sets forth the number of shares of capital stock of the Company owned beneficially as of December 31, 2003, by each
Director and each nominee for Director, each Named Officer and by all Directors and executive officers of the Company as a group.

Common Shares Beneficially
Owned Include:

Name

Common Shares
Beneficially
Owned(1)

Shares
Individuals
Have Rights
to Acquire
Within 60
Days(2)

Shares Held
By

Family
Members(3)

Percent
of Class

Bruce R. Albertson 19,005 9,000 *
Thomas Everist 2,648,700(4) 19,125 2.3%
Dennis W. Johnson 24,966(5) 9,000 3,041 *
Lester H. Loble, II 95,852(6)(7) 41,850 *
Patricia L. Moss 1,873 *
Robert L. Nance 55,967(8) 22,500 1,936 *
John L. Olson 66,000 19,125 *
Harry J. Pearce 76,396 9,000 *
Vernon A. Raile 58,156(7) *
Warren L. Robinson 44,004(7) 2,099 *
Homer A. Scott, Jr. 52,810(9) 22,500 *
Ronald D. Tipton 88,380(7) *
Sister Thomas Welder 32,827(10) 22,500(10) *
Martin A. White 123,321(7) 48,067 *
John K. Wilson 1,845 *
All Directors and executive officers of the
Company as a group (20 in number) 3,511,592(7) 209,565 55,143 3.1%

*
Less than one percent of the class.

(1)
"Beneficial Ownership" means the sole or shared power to vote, or to direct the voting of, a security, or investment power with respect
to a security, or any combination thereof.
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(2)
Indicates shares of the Company's stock that certain executive officers and Directors have the right to acquire within 60 days pursuant
to stock options. Shares indicated are included in the Common Shares Beneficially Owned column.

(3)
Shares indicated are included in the Common Shares Beneficially Owned column.

(4)
Includes 2,610,000 shares of Common Stock acquired through the sale of Connolly-Pacific to the Company.

(5)
Mr. Johnson disclaims all beneficial ownership of the 3,041 shares owned by his wife.

(6)
Mr. Loble retired effective January 2, 2004.

(7)
Includes full shares allocated to the officer's account in the Company's 401(k) Retirement Plan.

(8)
Includes 1,500 shares held by Ronan, Inc., a family corporation.

23

(9)
Includes 30,310 shares held by Homer A. Scott, Jr. Trust. Mr. Scott is co-trustee of the trust and shares voting and investment power
with respect to these shares.

(10)
The total includes shares held by the Annunciation Monastery (of which community Sister Welder is a member) and by the University
of Mary (of which Sister Welder is the president). The Monastery owns 9,750 shares and it may acquire 22,500 shares within 60 days
pursuant to stock options. The University owns 577 shares. Sister Welder disclaims all beneficial ownership of the shares owned by
the Monastery and the University.

        The Table below sets forth information with respect to any person known to the Company to be the beneficial owner of more than five
percent of any class of the Company's voting securities.

Title of Class
Name and Address
of Beneficial Owner

Amount and Nature
of Beneficial Ownership

Percent
of Class

Common Stock New York Life Trust Company
51 Madison Avenue
New York, NY 10010

8,255,232(1) 7.29%

(1)
Pursuant to a Schedule 13G filed on February 18, 2004, New York Life Trust Company indicates that it holds these shares as directed
trustee of the Company's Tax Deferred Compensation Savings Plan (401(k) Plan) and has sole voting and dispositive power with
respect to all shares. 

BOARD AND BOARD COMMITTEES

        The Board of Directors has determined that all members of the Board, except Mr. White, have no material relationship with the Company
and are independent in accordance with the Company's Statement of Policy on Director Independence Standards attached as Exhibit C hereto,
the New York Stock Exchange listing standards, and the Sarbanes-Oxley Act of 2002.
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        During 2003, the Board of Directors held ten meetings. Mr. Pearce, the Lead Director, presides at an executive session of the independent
non-management Directors held in connection with each regularly scheduled Board of Directors meeting.

        The Board has a standing Audit Committee, Compensation Committee, and Nominating and Governance Committee. All committees are
composed entirely of independent Directors as defined in the New York Stock Exchange listing standards.

        The Audit Committee met eight times during 2003. The Audit Committee members are Homer A. Scott, Jr., Chairman, Dennis W. Johnson,
Chairman Elect, Bruce R. Albertson, John L. Olson, Harry J. Pearce, and John K. Wilson.

        The Audit Committee is a separately-designated standing committee established in accordance with Section 3(a)(58)(A) of the Securities
Exchange Act of 1934.

        The Board of Directors has determined that Messrs. Albertson, Olson, Pearce and Scott are "audit committee financial experts" as defined
by Securities and Exchange Commission regulations and are all independent under the applicable New York Stock Exchange listing standards.

        The Compensation Committee met four times during 2003. The Compensation Committee members are Harry J. Pearce, Chairman,
Thomas Everist, Patricia L. Moss, and Homer A. Scott, Jr.

        The Nominating and Governance Committee met four times during 2003. The Committee members are John L. Olson, Chairman, Bruce R.
Albertson, Robert L. Nance, and Sister Thomas Welder.

        Each incumbent Director attended more than 75 percent of the combined total meetings of the Board and the Committees on which the
Director served during 2003.
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        Director attendance at each Company Annual Meeting of Stockholders is left to the discretion of each Director. Two Directors attended the
2003 Annual Meeting of Stockholders.

        The Company has adopted a Code of Conduct applicable to directors, officers, managerial employees and all employees involved in
financial activities on behalf of the Company, its subsidiaries and divisions. The Company also has adopted a Code of Ethics that applies
generally to its employees.

        The Company intends to satisfy its disclosure obligations regarding (i) amendments to, or waivers of, any provision of the Code of Conduct
applicable to its principal executive officer, principal financial officer and principal accounting officer and that relate to any element of the code
of conduct definition set forth in Regulation S-K, Item 406(b) and (ii) waivers of the Code of Conduct applicable to Directors or executive
officers, as required by New York Stock Exchange listing standards, by posting such information on its website at www.mdu.com.

        All Board committees have charters which are available for review, along with the Company's Corporate Governance Guidelines, Code of
Conduct, and Code of Ethics, on the Company's website at www.mdu.com. Stockholders may obtain copies of any of these documents by
writing to the Secretary, MDU Resources Group, Inc., P.O. Box 5650, Bismarck, ND 58506-5650.

        Stockholders desiring to contact the Board of Directors or an individual Director, including the Lead Director or non-management Directors
as a group, should address a communication in care of the Secretary at the above address. All communications will be forwarded by the
Secretary.

NOMINATING AND GOVERNANCE COMMITTEE

        The Nominating and Governance Committee of the Board of Directors provides recommendations to the Board with respect to (a) Board
organization, membership, and function, (b) committee structure and membership, (c) succession planning for the Company's executive
management, and (d) corporate governance principles applicable to the Company.

        The Committee identifies individuals qualified to become Directors, and recommends to the Board the nominees for Director at the next
annual meeting of stockholders. The Committee also identifies and recommends to the Board individuals qualified to become principal officers
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of the Company and the nominees for membership on each Board committee. The Committee also provides oversight of the evaluation of the
Board and management.

        In identifying nominees for Director, the Committee consults with Board members, Company management, consultants, and other
individuals likely to possess an understanding of the Company's business and knowledge concerning suitable Director candidates.

        Mr. Wilson, who was elected by the Directors to the Board in 2003, and is a nominee for re-election, was recommended for nomination by
the Nominating and Governance Committee. In 2003, the Company paid one company a fee to evaluate potential nominees.

        The Committee has a policy on consideration of Director candidates recommended to it and will consider candidates recommended by
stockholders. Stockholders may submit Director recommendations to the Committee Chairman in care of the Secretary at MDU Resources
Group, Inc., P.O. Box 5650, Bismarck, ND 58506-5650. The following information should be included: (a) the candidate's name, age, business
address, and telephone number; (b) the candidate's principal occupation; and (c) any other information the stockholder deems relevant with
respect to the recommendation.

        Stockholders should submit such information at least 120 days prior to the anniversary of the mail date of last year's proxy statement.
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        There are no differences in the manner by which the Committee evaluates Director candidates recommended by stockholders from those
recommended by other sources.

        In evaluating Director candidates, the Committee considers an individual's (a) background, character, and experience; (b) skills and
experience which complement the skills and experience of current Board members; (c) success in the individual's chosen field of endeavor;
(d) skill in the areas of accounting and financial management, banking, general management, human resources, marketing, operations, public
affairs, law, and operations abroad; (e) background in publicly traded companies; (f) geographic area of residence; and (g) affiliations or
relationships with other groups, organizations or entities.

ACCOUNTING AND AUDITING MATTERS

        On February 14, 2002, upon the recommendation of the Audit Committee, the Board of Directors approved the dismissal of Arthur
Andersen LLP as the Company's independent auditors following the 2001 audit. New auditor candidates thereafter were reviewed by the Audit
Committee. On March 25, 2002, the Board of Directors accepted the Audit Committee's recommendation that the firm of Deloitte & Touche
LLP be retained as independent auditors for the Company for fiscal year 2002.

        In connection with the audits for the fiscal years ended 2000 and 2001 and through February 20, 2002, there were no disagreements with
Arthur Andersen LLP on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or procedure, which
disagreements, if not resolved to the satisfaction of Arthur Andersen LLP, would have caused Arthur Andersen LLP to make reference thereto in
connection with its reports on the financial statements of the Company for such time periods. Also, during those time periods, there were no
"reportable events," as such term is used in Item 304(a)(1)(v) of Regulation S-K.

        Arthur Andersen LLP's reports on the financial statements of the Company for each of the fiscal years ended 2000 and 2001 neither
contained an adverse opinion or disclaimer of opinion, nor were they qualified or modified as to uncertainty, audit scope, or accounting
principles.

        The Company provided Arthur Andersen LLP with a copy of the foregoing disclosure, and a letter from Arthur Andersen LLP confirming
its agreement with this disclosure was filed as an exhibit to the Company's Current Report on Form 8-K, dated February 20, 2002.

        During the Company's two fiscal years ended December 31, 2001 and the subsequent interim period through March 25, 2002, the Company
did not consult with Deloitte & Touche LLP with respect to the application of accounting principles to a specified transaction, either completed
or proposed, or the type of audit opinion that might be rendered on the Company's consolidated financial statements, or any other matters or
reportable events listed in Items 304(a)(2)(i) and (ii) of Regulation S-K.
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        A representative of Deloitte & Touche LLP will be present at the Annual Meeting of Stockholders. It is not anticipated that the
representative will make a prepared statement at the meeting. However, he or she will be free to do so if he or she so chooses, as well as respond
to appropriate questions.
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Fees

        The following table summarizes the aggregate fees billed or expected to be billed to the Company by Deloitte & Touche LLP for
professional services rendered for 2003 and 2002:

2003 2002*
Audit Fees(a) $ 969,375 $ 677,500
Audit Related Fees(b) 184,165 222,320
Tax Fees(c) 49,505 29,050
All Other Fees(d) 60,568 20,480
Total Fees $ 1,263,613 $ 949,350
Ratio of Tax & All Other Fees to Audit and Audit Related
Fees 9.5% 5.6%

(a)
Audit fees for both 2003 and 2002 consisted of services rendered for the audit of the Company's annual financial statements; reviews
of the Company's quarterly financial statements; comfort letters; statutory and regulatory audits; and consents and other services
related to Securities and Exchange Commission matters.

(b)
Audit Related fees for 2003 and 2002 consisted of services rendered for the audit of the Company's employee benefit plans; due
diligence associated with mergers and acquisitions; preparation of SAS 97 letter; consultation on Sarbanes-Oxley Section 404
requirements and other accounting issues.

(c)
Tax fees for 2003 consisted of compliance services related to pipeline projects. Tax fees for 2002 consisted of tax planning and advice
services related to the Company's Brazil operations.

(d)
All Other fees for 2003 consisted of enterprise risk hedging consulting services associated with the Company's Brazil operations. All
Other fees for 2002 consisted of transaction advisory services related to the Company's Brazil operations.

*
The 2002 amounts were adjusted from amounts shown in the 2003 proxy statement to reflect actual costs.

        The Audit Committee discussed these services with Deloitte & Touche LLP and Company management to determine that they are
permitted under the rules and regulations concerning auditor independence promulgated by the Securities and Exchange Commission to
implement the Sarbanes-Oxley Act of 2002.

Pre-Approval Policy

        All services performed by Deloitte & Touche LLP in 2003 were pre-approved in accordance with the pre-approval policy and procedures
adopted by the Audit Committee at its August 12, 2003 Audit Committee meeting. This policy is designed to achieve the continued
independence of Deloitte & Touche LLP and to assist the Company's compliance with Sections 201 and 202 of the Sarbanes-Oxley Act of 2002
and related rules promulgated by the Securities and Exchange Commission.

        The policy defines the permitted services in each of categories of Audit, Audit Related, Tax and All Other services as well as prohibited
services. The pre-approval policy requires management to submit annually for approval to the Audit Committee a Service Plan describing the
scope of work and anticipated cost associated with each category of service. At each regular Audit Committee meeting, management reports on
services performed by Deloitte & Touche LLP and the fees paid or accrued through the end of the quarter
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preceding the meeting. Additional services contemplated to be performed before the next scheduled Audit Committee meeting may be submitted
to the Designated Member of the Audit Committee for approval. The Designated Member is required to update the Audit Committee at the next
regularly scheduled meeting regarding any services approved during the interim period. At each regular Audit Committee meeting, management
submits to the Audit Committee for approval a supplement to the Service Plan containing a request for any additional permitted services
required of Deloitte & Touche LLP as determined necessary by management that were not already pre-approved by the Audit Committee,
including services approved by the Designated Member.

        In addition, prior to approving any request for Audit Related, Tax or Other services of more than $50,000, Deloitte & Touche will provide a
statement setting forth the reasons why the rendering of the proposed services does not compromise Deloitte & Touche LLP's independence.
This description and statement by Deloitte & Touche LLP may be incorporated into the Service Plan or as an exhibit thereto or may be delivered
in a separate written statement.

AUDIT COMMITTEE REPORT

        The Audit Committee is governed by a written charter adopted in 1979 and reissued on November 13, 2003. The Audit Committee Charter
is attached as Exhibit B.

        The Audit Committee assists the Board in fulfilling its oversight responsibilities to the stockholders, and serves as a communication link
among the Board, management, the independent auditors, and the internal auditors. The Audit Committee (a) assists the Board's oversight of
(i) the integrity of the Company's financial statements, (ii) the Company's compliance with legal and regulatory requirements, (iii) the
independent auditors' qualifications and independence, and (iv) the performance of the Company's internal audit function and independent
auditors; and (b) prepares the report that Securities and Exchange Commission rules require to be included in the Company's annual proxy
statement.

        In connection with the Company's financial statements for the year ended December 31, 2003, the Audit Committee has (1) reviewed and
discussed the audited financial statements with management; (2) discussed with the independent auditors the matters required to be discussed by
SAS 61 (Codification of Statements on Auditing Standards, AU §380); (3) received the written disclosures and the letter from the independent
accountants required by Independence Standards Board Standard No. 1 (Independence Discussions with Audit Committees), and discussed with
the independent accountant the independent accountant's independence.

        Based on the review and discussions referred to in items (1) through (3) of the above paragraph, the Audit Committee recommended to the
Board of Directors that the audited financial statements be included in the Company's Annual Report on Form 10-K for the last fiscal year for
filing with the Securities and Exchange Commission.

Homer A. Scott, Jr. Chairman
Dennis W. Johnson, Chairman Elect
Bruce R. Albertson
John L. Olson
Harry J. Pearce
John K. Wilson
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OTHER BUSINESS

        The management of the Company knows of no other matter to come before the meeting. However, if any matter requiring a vote of the
stockholders should arise, it is the intention of the persons named in the enclosed proxy to vote in accordance with their best judgment.
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SHARED ADDRESS STOCKHOLDERS

        In accordance with a notice sent to eligible stockholders who share a single address, the Company is sending only one annual report and
proxy statement to that address unless the Company received instructions to the contrary from any stockholder at that address. This practice,
known as "householding," is designed to reduce the Company's printing and postage costs. However, if a stockholder of record residing at such
an address wishes to receive a separate annual report or proxy statement in the future, he or she may contact the Office of the Treasurer at the
address set forth below. Eligible stockholders of record receiving multiple copies of the Company's annual report and proxy statement can
request householding by contacting the Company in the same manner. Stockholders who own shares through a bank, broker or other nominee
can request householding by contacting the nominee.

        The Company hereby undertakes to deliver promptly, upon written or oral request, a separate copy of the annual report to stockholders, or
proxy statement, as applicable, to a Company stockholder at a shared address to which a single copy of the document was delivered.

2005 ANNUAL MEETING OF STOCKHOLDERS

Director Nominations:    The Company's Bylaws provide that Director nominations may be made only by the Board or the Nominating
Committee, or by a stockholder entitled to vote who has delivered written notice to the Company Secretary (containing certain information
specified in the Bylaws) at least 120 days prior to the anniversary date on which the Company first mailed its proxy materials for the prior year's
annual stockholders' meeting.

Other Meeting Business:    The Bylaws also provide that no business may be brought before an annual stockholders' meeting except as
specified in the meeting notice or as otherwise properly brought before the meeting by the Board or by a stockholder entitled to vote who has
delivered written notice to the Company Secretary (containing certain information specified in the Bylaws) at least 120 days prior to the
anniversary date on which the Company first mailed its proxy materials for the prior year's annual stockholders' meeting.

Discretionary Voting:    Rule 14a-4 of the Securities and Exchange Commission's proxy rules allows the Company to use discretionary
voting authority to vote on matters coming before an annual stockholders' meeting if the Company does not have notice of the matter at least
45 days before the anniversary date on which the Company first mailed its proxy materials for the prior year's annual stockholders' meeting or
the date specified by an advance notice provision in the Company's Bylaws. The Company's Bylaws contain such an advance notice provision as
described above. For the Company's Annual Meeting of Stockholders expected to be held on April 26, 2005, stockholders must submit such
written
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notice to the Company Secretary on or before November 12, 2004.

Stockholder Proposals:    The requirements described above are separate from and in addition to the Securities and Exchange
Commission's requirements that a stockholder must meet to have a stockholder proposal included in the Company's Proxy Statement under
Rule 14a-8 of the Exchange Act. For purposes of the Company's Annual Meeting of Stockholders expected to be held on April 26, 2005, any
stockholder who wishes to submit a proposal for inclusion in the Company's proxy materials must submit such proposal to the Company
Secretary on or before November 12, 2004.

Bylaw Copies:    A copy of the full text of the Bylaw provisions discussed above may be obtained by writing to the Company Secretary.

A copy of the Company's Annual Report on Form 10-K (excluding exhibits), for the year ended December 31, 2003, which is
required to be filed with the Securities and Exchange Commission, will be made available to stockholders to whom this Proxy Statement
is mailed, without charge, upon written or oral request to the Office of the Treasurer of MDU Resources Group, Inc., Schuchart
Building, 918 East Divide Avenue, Mailing Address: P.O. Box 5650, Bismarck, ND 58506-5650, Telephone Number: (701) 222-7900. The
Company's Annual Report on Form 10-K also may be accessed through the Company's website at www.mdu.com.

By order of the Board of
Directors,
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Cynthia J. Norland
Acting Secretary
March 12, 2004

30

Exhibit A

MDU RESOURCES GROUP, INC.
NON-EMPLOYEE DIRECTOR STOCK COMPENSATION PLAN

I. Purpose

        The purpose of the MDU Resources Group, Inc. Non-Employee Director Stock Compensation Plan is to provide ownership of the
Company's stock to non-employee members of the Board of Directors in order to improve the Company's ability to attract and retain highly
qualified individuals to serve as directors of the Company and to strengthen the commonality of interest between directors and stockholders.

II. Definitions

When used herein, the following terms shall have the respective meanings set forth below:

"Agent" means a securities broker-dealer selected by the Company and registered under the Exchange Act.

"Annual Retainer" means the annual retainer payable by the Company to Non-Employee Directors and shall include, for purposes of
this Plan, meeting fees, cash retainers and any other cash compensation payable to Non-Employee Directors by the Company for
services as a Director.

"Annual Meeting of Stockholders" means the annual meeting of stockholders of the Company at which directors of the Company are
elected.

"Board" or "Board of Directors" means the Board of Directors of the Company.

"Committee" means a committee whose members meet the requirements of Section IV(A) hereof, and who are appointed from time to
time by the Board to administer the Plan.

"Common Stock" means the common stock, $1.00 par value, of the Company.

"Company" means MDU Resources Group, Inc., a Delaware corporation, and any successor corporation.

"Effective Date" means April 25, 1995.

"Employee" means any officer or other common law employee of the Company or of any of its business units or divisions or of any
Subsidiary.

"Exchange Act" means the Securities Exchange Act of 1934, as amended.

"Non-Employee Director" or "Participant" means any person who is elected or appointed to the Board of Directors of the Company
and who is not an Employee.
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"Plan" means the Company's Non-Employee Director Stock Compensation Plan, adopted by the Board on February 9, 1995, and
approved by the stockholders on April 25, 1995, as it may be amended from time to time.

"Plan Year" means the period commencing on the Effective Date of the Plan and ending the next following December 31 and,
thereafter, the calendar year.

A-1

"Stock Payment" means that portion of the Annual Retainer to be paid to Non-Employee Directors in shares of Common Stock rather
than cash for services rendered as a director of the Company, as provided in Section V hereof, including that portion of the Stock
Payment resulting from any election specified in Section VI hereof.

"Subsidiary" means any corporation that is a "subsidiary corporation" of the Company, as that term is defined in Section 424(f) of the
Internal Revenue Code of 1986, as amended.

III. Shares of Common Stock Subject to the Plan

        Subject to Section VII below, the maximum aggregate number of shares of Common Stock that may be delivered under the Plan is 527,128
shares. The Common Stock to be delivered under the Plan will be made available from authorized but unissued shares of Common Stock,
treasury stock or shares of Common Stock purchased on the open market. Shares of Common Stock purchased on the open market shall be
purchased by the Agent.

IV. Administration

        A.    The Plan will be administered by a committee appointed by the Board, consisting of two or more persons who are not eligible to
participate in the Plan. Members of the Committee need not be members of the Board. The Company shall pay all costs of administration of the
Plan.

        B.    Subject to and not inconsistent with the express provisions of the Plan, the Committee has and may exercise such powers and authority
of the Board as may be necessary or appropriate for the Committee to carry out its functions under the Plan. Without limiting the generality of
the foregoing, the Committee shall have full power and authority (i) to determine all questions of fact that may arise under the Plan, (ii) to
interpret the Plan and to make all other determinations necessary or advisable for the administration of the Plan and (iii) to prescribe, amend and
rescind rules and regulations relating to the Plan, including, without limitation, any rules which the Committee determines are necessary or
appropriate to ensure that the Company and the Plan will be able to comply with all applicable provisions of any federal, state or local law. All
interpretations, determinations and actions by the Committee will be final and binding upon all persons, including the Company and the
Participants.

V. Determination of Annual Retainer and Stock Payments

        A.    The Board shall determine the Annual Retainer payable to all Non-Employee Directors of the Company.

        B.    Each director who is a Non-Employee Director immediately following the date of the Company's Annual Meeting of Stockholders
shall receive on the fifteenth business day following the Annual Meeting a Stock Payment of 2,700 shares of Common Stock as a portion of the
Annual Retainer payable to such director for the Plan Year in which such date occurs. Certificates evidencing the shares of Common Stock
constituting Stock Payments shall be registered in the respective names of the Participants and shall be issued to each Participant. The cash
portion of the Annual Retainer shall be paid to Non-Employee Directors at such times and in such manner as may be determined by the Board of
Directors.

        C.    Any director may decline a Stock Payment for any Plan Year; provided, however, that no cash compensation shall be paid in lieu
thereof. Any director who declines a Stock Payment must do so in writing prior to the performance of any services as a Non-Employee Director
for the Plan Year to which such Stock Payment relates.

        D.    No Non-Employee Director shall be required to forfeit or otherwise return any shares of Common Stock issued as a Stock Payment
pursuant to the Plan (including any shares of Common Stock received as a result of an election under Section VI) notwithstanding any change in
status of such Non-Employee Director which renders him ineligible to continue as a Participant in the Plan. Any person
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who is a Non-Employee Director immediately following the Company's Annual Meeting of Stockholders shall be entitled to receive a Stock
Payment as a portion of the applicable Annual Retainer.

VI. Election to Increase Amount of Stock Payment

        In lieu of receiving the cash portion of the Annual Retainer for any Plan Year, a Participant may make a written election to reduce the cash
portion of such Annual Retainer by a specified dollar amount and have such amount applied to purchase additional shares of Common Stock of
the Company. The election shall be made on a form provided by the Committee and must be returned to the Committee on or before the last
business day of the year prior to the year in which the election is to be effective. The election form shall state the amount by which the
Participant desires to reduce the cash portion of the Annual Retainer, which shall be applied toward the purchase of Common Stock; provided,
however, that no fractional shares shall be purchased. Stock to be delivered to Participants pursuant to this election shall be delivered in
December of each year. Cash in lieu of any fractional share shall be paid to the Participant. An election shall continue in effect until changed or
revoked by the Participant. No Participant shall be allowed to change or revoke any election for the then current year, but may change an
election for any subsequent Plan Year. All shares of Common Stock received pursuant to an election under this Article VI must be held by a
Participant for six months after receipt thereof.

VII. Adjustment For Changes in Capitalization

        If the outstanding shares of Common Stock of the Company are increased, decreased or exchanged for a different number or kind of shares
or other securities, or if additional shares or new or different shares or other securities are distributed with respect to such shares of Common
Stock or other securities, through merger, consolidation, sale of all or substantially all of the property of the Company, reorganization or
recapitalization, reclassification, stock dividend, stock split, reverse stock split, combinations of shares, rights offering, distribution of assets or
other distribution with respect to such shares of Common Stock or other securities or other change in the corporate structure or shares of
Common Stock, the number of shares to be granted annually and the maximum number of shares and/or the kind of shares that may be issued
under the Plan shall be appropriately adjusted by the Committee. Any determination by the Committee as to any such adjustment will be final,
binding and conclusive. The maximum number of shares issuable under the Plan as a result of any such adjustment shall be rounded down to the
nearest whole share.

VIII. Amendment and Termination of Plan

        The Board will have the power, in its discretion, to amend, suspend or terminate the Plan at any time; provided, however, that no
amendment that is required by law, rule or regulation to be approved by the Company's stockholders shall be effective unless such amendment
shall be approved by the requisite vote of stockholders of the Company entitled to vote thereon.

IX. Effective Date and Duration of the Plan

        The Plan became effective upon the Effective Date, and shall remain in effect, subject to the right of the Board of Directors to terminate the
Plan at any time pursuant to Section VIII, until all shares subject to the Plan have been purchased or acquired according to the Plan's provisions.

X. Miscellaneous Provisions

A. Continuation of Directors in Same Status

        Nothing in the Plan or any action taken pursuant to the Plan shall be construed as creating or constituting evidence of any agreement or
understanding, express or implied, that the Company will retain a Non-Employee Director as a director or in any other capacity for any period of
time or at a particular
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retainer or other rate of compensation, as conferring upon any Participant any legal or other right to continue as a director or in any other
capacity, or as limiting, interfering with or otherwise affecting the right of the Company to terminate a Participant in his capacity as a director or
otherwise at any time for any reason, with or without cause, and without regard to the effect that such termination might have upon him as a
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Participant under the Plan.

B. Compliance with Government Regulations

        Neither the Plan nor the Company shall be obligated to issue any shares of Common Stock pursuant to the Plan at any time unless and until
all applicable requirements imposed by any federal and state securities and other laws, rules and regulations, by any regulatory agencies or by
any stock exchanges upon which the Common Stock may be listed have been fully met. As a condition precedent to any issuance of shares of
Common Stock and delivery of certificates evidencing such shares pursuant to the Plan, the Board or the Committee may require a Participant to
take any such action and to make any such covenants, agreements and representations as the Board or the Committee, as the case may be, in its
discretion deems necessary or advisable to ensure compliance with such requirements. The Company shall in no event be obligated to register
the shares of Common Stock deliverable under the Plan pursuant to the Securities Act of 1933, as amended, or to qualify or register such shares
under any securities laws of any state upon their issuance under the Plan or at any time thereafter, or to take any other action in order to cause
the issuance and delivery of such shares under the Plan or any subsequent offer, sale or other transfer of such shares to comply with any such
law, regulation or requirement. Participants are responsible for complying with all applicable federal and state securities and other laws, rules
and regulations in connection with any offer, sale or other transfer of the shares of Common Stock issued under the Plan or any interest therein
including, without limitation, compliance with the registration requirements of the Securities Act of 1933, as amended (unless an exemption
therefrom is available), or with the provisions of Rule 144 promulgated thereunder, if applicable, or any successor provisions. Certificates for
shares of Common Stock may be legended as the Committee shall deem appropriate.

C. Nontransferability of Rights

        No Participant shall have the right to assign the right to receive any Stock Payment or any other right or interest under the Plan, contingent
or otherwise, or to cause or permit any encumbrance, pledge or charge of any nature to be imposed on any such Stock Payment (prior to the
issuance of stock certificates evidencing such Stock Payment) or any such right or interest.

D. Severability

        In the event that any provision of the Plan is held invalid, void or unenforceable, the same shall not affect, in any respect whatsoever, the
validity of any other provision of the Plan.

E. Governing Law

        To the extent not preempted by Federal law, the Plan shall be governed by the laws of the State of Delaware.
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Exhibit B

MDU RESOURCES GROUP, INC.

BOARD OF DIRECTORS' AUDIT COMMITTEE

CHARTER

Members

Homer A. Scott, Jr., Chairman
Dennis W. Johnson, Chairman Elect
Bruce R. Albertson
John L. Olson
Harry J. Pearce
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John K. Wilson

Purpose

The Audit Committee assists the Board in fulfilling its oversight responsibilities to the stockholders, and serves as a communication link among
the Board, management, the independent auditors, and the internal auditors. The Audit Committee (a) assists the Board's oversight of (i) the
integrity of the Company's financial statements, (ii) the Company's compliance with legal and regulatory requirements, (iii) the independent
auditors' qualifications and independence, and (iv) the performance of the Company's internal audit function and independent auditors; and
(b) prepares the report that Securities and Exchange Commission rules require be included in the Company's annual proxy statement.

Authority and Responsibilities

The Audit Committee shall:

1.
Be directly responsible for the appointment, compensation, retention and oversight of the work of the Company's
independent auditors (including resolution of disagreements between management and the auditors regarding financial
reporting) engaged for the purpose of preparing or issuing an audit report or performing other audit, review or attest services
and the independent auditors shall report directly to the Audit Committee. The Audit Committee shall pre-approve all audit
and non-audit services by the independent auditors as required by applicable law and the rules of the New York Stock
Exchange (the "NYSE").

2.
Review annually the overall plan of the audit as proposed by the independent auditors, including the scope of the
examination to be performed, the assistance to be provided by the internal auditors and any developments in accounting
principles and auditing standards that may affect either the financial statements or the audit.

3.
Review and discuss with management and the independent auditors, before filing with the Securities and Exchange
Commission, the annual audited financial statements and quarterly financial statements. Review with the independent
auditors and management the results of the audit and the Company's disclosures under "Management's Discussion and
Analysis of Financial Condition and Results of Operations." Discuss matters required to be communicated to audit
committees in accordance with Statement on Auditing Standards No. 61.
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Audit Committee Charter
Page 2

4.
Recommend to the Board whether the audited financial statements should be included in the Company's annual report on
Form 10-K.

5.
Review with the independent auditors any audit problems or difficulties and management's response.

6.
Report to the Board on the scope and results of the annual audit, including a report prepared in accordance with Item 306 of
Regulation S-K to be included in the Company's proxy statement, and from time to time report on other activities of the
Committee and recommend to the Board such changes, additions or variations in the auditing, accounting and control
functions as the Committee may deem desirable.

7.
Actively engage in a dialogue with the independent auditors with respect to any disclosed relationships or services that may
impact the objectivity and independence of the independent auditors and recommend that the Board take appropriate action
in response to the independent auditors' written statement to satisfy itself of the independent auditors' independence.

8.
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With the independent auditors, management and the internal auditors, periodically review and discuss significant
(a) financial reporting issues and practices, and critical accounting policies and estimates, (b) issues regarding accounting
principles and financial statement presentation (including any significant changes in the Company's selection or application
of accounting principles), and (c) issues as to the adequacy of the Company's internal control systems and compliance with
applicable laws and regulations. Assess management's attitude toward internal controls, the process for establishing and
monitoring internal control systems and any special audit steps adopted in light of material control deficiencies.

9.
Review annually the scope and results of the internal audit program. Review with the internal audit manager compliance
with appropriate audit standards.

10.
Review and concur in the appointment or replacement of the internal audit manager.

11.
At least annually, obtain and review a report by the independent auditors describing: the independent auditors' internal
quality control procedures; any material issues raised by the most recent internal quality control review, or peer review, of
the independent auditors, or by any inquiry or investigation by governmental or professional authorities, within the
preceding five years, respecting one or more independent audits carried out by the independent auditors, and any steps taken
to deal with any such issues; and (to assess the independent auditors' independence) all relationships between the
independent auditors and the Company.

12.
Discuss earnings press releases, as well as financial information and earnings guidance provided to analysts and rating
agencies.

13.
Discuss with management policies with respect to risk assessment and risk management.

14.
Meet at least quarterly with management, the internal audit manager, and the independent auditors in separate executive
sessions. The Audit Committee shall meet at such times and report to the Board regarding its deliberations, as necessary.

15.
On a quarterly basis, the Chair of the Committee shall perform a review of the expense reports of the Chief Executive
Officer.

16.
Set clear hiring policies for employees or former employees of the independent auditors.

B-2
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17.
Report regularly to the Board of Directors on any issues that arise with respect to the quality or integrity of the Company's
financial statements, the Company's compliance with legal or regulatory requirements, the performance and independence of
the Company's independent auditors and the performance of the internal audit function.

18.
Establish procedures for the receipt, retention and treatment of complaints received by the Company regarding accounting,
internal accounting controls or auditing matters, including procedures for the confidential, anonymous submission by
employees of the Company of concerns regarding questionable accounting or auditing matters.

19.
Perform an annual performance evaluation of the Audit Committee.

20.
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Review the Code of Conduct report presented annually by the General Counsel.

21.
Review and reassess the adequacy of the Audit Committee Charter on an annual basis.

22.
Conduct or authorize investigations into any activities it deems necessary and appropriate.

23.
Retain and discharge, and approve fees and other terms and conditions for retention of, independent experts in accounting
and auditing, legal counsel and other experts or advisors as it may deem appropriate.

24.
Direct any officer or employee of the Company or request any employee of the Company's independent auditors, outside
legal counsel or such other individual as it may deem appropriate to attend Audit Committee meetings or meet with any
Audit Committee members.

Composition

The Audit Committee is a standing committee of the Board. The Audit Committee shall consist of not less than three members of the Board,
each of whom (A) satisfies the requirements for independence pursuant to law and the listing standards of the NYSE, and (B) is financially
literate as required by the listing standards of the NYSE. At least one Committee member shall have accounting or related financial management
expertise as required by the listing standards of the NYSE. Committee members may not serve on audit committees of more than two other
publicly traded companies. Committee members shall serve at the pleasure of the Board and for such term or terms as the Board may determine.

Resources

The Audit Committee shall have the resources and appropriate funding, as determined by the Audit Committee, to discharge its duties and
responsibilities including, without limitation, funding for the payment of (i) compensation to any accounting firm engaged for the purpose of
preparing or issuing an audit report or performing other audit, review or attest services for the Company, (ii) compensation to any advisors
employed by the Committee, and (iii) ordinary administrative expenses of the Committee that are necessary or appropriate in carrying out its
duties.

Delegation of Authority

The Audit Committee may delegate to one or more of its members the authority to grant pre-approvals of audit and non-audit services to be
performed by the Company's independent auditors, subject to such guidelines as the Audit Committee may determine. Any such decisions to
pre-approve shall be presented to the Audit Committee at its next following regular meeting.
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Date of Creation

August 3, 1972

Charter Adopted

January 31, 1979 and restated August 4, 1983, May 6, 1993, May 16, 1996, May 15, 1997, May 11, 2000, May 15, 2003, and November 13,
2003.

Date Issued

November 13, 2003
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Exhibit C

MDU Resources Group, Inc.

Statement of Policy

Director Independence Standards

I.
Policy

        It is the sense of this Board that the expertise and perspective of independent directors is of great value and benefit to MDU Resources
Group, Inc. ("MDU") and its stockholders. Accordingly, and in keeping with the other high standards of corporate governance which this Board
has established for itself, the listing standards of the New York Stock Exchange, and laws and regulations applicable to MDU, this Board
establishes the following guidelines on director independence and for determining whether its members are independent.

II.
Director Independence�General

        The Board believes that a substantial majority of its members should satisfy these standards for independence.

        No director may be deemed independent unless the Board affirmatively determines, after due deliberation, that the director has no material
relationship with MDU either directly or as a partner, shareholder or officer of an organization that has a relationship with MDU. In each case,
the Board shall broadly consider all the relevant facts and circumstances and shall apply these standards. Trivial or de minimis affiliations or
connections to MDU by a director or his or her immediate family will not generally be cause for the Board to determine that the director is not
independent. In addition:

(1)
A director who is an employee, or whose immediate family member is an executive officer, of MDU is not independent.

(2)
A director who receives, or whose immediate family member receives, more than $100,000 per year in direct compensation
from MDU, other than director and committee fees and pension or other forms of deferred compensation for prior service
(provided such compensation is not contingent in any way on continued service), is not independent until three years after he
or she ceases to receive more than $100,000 per year in such compensation.

(3)
A director who is affiliated with or employed by, or whose immediate family member is affiliated with or employed in a
professional capacity by, a present or former internal or external auditor of MDU is not independent until three years after
the end of the affiliation or the employment or auditing relationship.

(4)
A director who is employed, or whose immediate family member is employed, as an executive officer of another company
where any of MDU's present executives serves on that company's compensation committee is not independent until three
years after the end of such service or the employment relationship.

(5)
A director who is an executive officer or an employee, or whose immediate family member is an executive officer, of a
company that makes payments to, or receives payments from, MDU for
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property or services in an amount which in any single fiscal year exceeds the greater of $1 million or 2% of such other
company's consolidated gross revenues, is not independent until three years after the amount falls below the relevant
threshold. In applying the foregoing, both the payments and the consolidated gross revenues to be measured will be those
reported in the last completed fiscal year. Charitable organizations are not considered "companies" for purposes of this
paragraph 5.

Relationships involving a director's affiliation with another company that account for lesser amounts than those specified in
this paragraph 5 will not be considered to be material relationships that would impair the director's independence, provided
that the related payments for goods or services or in connection with other contractual arrangements (i) are made in the
ordinary course of business and on substantially the same terms as those prevailing at the time for comparable transactions
with non-affiliated parties, or (ii) involve the rendering of services as a public utility at rates or charges fixed in conformity
with law or governmental authority.

(6)
The following not-for-profit relationships will be considered to be material relationships (that would impair a director's
independence): if a director (or an immediate family member of the director) serves as an officer, director or trustee of a
not-for-profit organization, and, within the organization's preceding three fiscal years, MDU's discretionary charitable
contributions in any single year to the organization exceed 2% or $1 million, whichever is greater, of that organization's
consolidated gross revenues. MDU's automatic matching of employee charitable contributions will not be included in the
amount of MDU's charitable contributions for this purpose.

(7)
A director who is (or who is affiliated with an organization that is) a significant advisor, counsel or consultant to MDU is not
independent.

(8)
The ownership of stock of MDU by directors is encouraged and substantial stock ownership (not involving control) will not
affect the independence status of a director.

        The Board will annually review the commercial, industrial, banking, consulting, legal, accounting and charitable relationships between
MDU's directors and the organizations with which they and the members of their immediate families have material interests. For relationships
that are either not covered by or do not satisfy these guidelines, the determination of whether the relationship is material or not, and therefore
whether the director would be independent or not, shall be made by the directors satisfying the independence guidelines.

III.
Director Independence�Audit Committee Members

        No director who is a member of the Audit Committee of the Board may accept any consulting, advisory or compensatory fee from MDU, or
from any of its subsidiary companies, other than in that director's capacity as a member of the Board or any of the Board's several committees.

        In addition, no director who is a member of the Audit Committee may be an affiliated person of MDU or any of its subsidiary companies
apart from affiliation occasioned by the director's service as a member of the Board or any of the Board's several committees. A director would
be deemed an affiliated person of MDU if that director directly or indirectly, through one or more intermediaries, controls, or is controlled by, or
is under common control with MDU.

IV.
Approval, Adoption, Amendment and Restatement

        This Statement of Policy of the Board of Directors of MDU Resources Group, Inc. was approved and adopted by resolution of the Board of
Directors of MDU at a meeting thereof held the 13th day of August, 2003, and was amended and restated the 13th day of November, 2003.
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MDU RESOURCES GROUP, INC.

ANNUAL MEETING OF STOCKHOLDERS
Tuesday, April 27, 2004

11:00 a.m. Central Daylight Savings Time

909 Airport Road
Bismarck, ND 58504

If you consented to access the Annual Report to Stockholders and Proxy Statement via the Internet,
these documents may be viewed by going to the MDU Resources Group, Inc. website.

The website address is: http://www.mdu.com/2004-proxy.html

If you would like to access the proxy materials electronically next year
go to the following Consent site address: http://www.econsent.com/mdu

                        Schuchart Building
                        918 East Divide Avenue

Mailing Address:
                        P.O. Box 5650
                        Bismarck, ND 58506-5650
                        (701) 222-7900

proxy

This proxy is solicited on behalf of the Board of Directors for the
Annual Meeting of Stockholders on April 27, 2004.

This proxy will also be used to provide voting instructions to New York Life Trust Company, as Trustee of the MDU Resources Group,
Inc. 401(k) Retirement Plan, for any shares of Company common stock held in the plan.

The undersigned hereby appoints Martin A. White and Cynthia J. Norland and each of them, proxies, with full power of substitution, to vote all
Common Stock of the undersigned at the Annual Meeting of Stockholders to be held at 11:00 a.m. (CDT), April 27, 2004, at 909 Airport Road,
Bismarck, ND 58504, and at any adjournment thereof, upon all subjects that may properly come before the meeting, including the matters
described in the Proxy Statement furnished herewith, subject to any directions indicated on the reverse side. Your vote is important! Ensure
that your shares are represented at the meeting. Either (1) submit your proxy by touch-tone telephone, (2) submit your proxy by Internet, or
(3) mark, date, sign, and return this letter proxy in the envelope provided (no postage is necessary if mailed in the United States). If no
directions are given, the proxies will vote in accordance with the Directors' recommendation on all matters listed on this proxy, and at
their discretion on any other matters that may properly come before the meeting.

See reverse for voting instructions.

COMPANY#

There are three ways to vote your Proxy

Your telephone or Internet vote authorizes the Named Proxies to vote your shares in the same manner as if you marked, dated, signed
and returned your proxy card.
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VOTE BY PHONE � TOLL FREE � 1-800-560-1965 � QUICK ***EASY ***IMMEDIATE

�
Use any touch-tone telephone to vote your proxy 24 hours a day, 7 days a week, until 12:00 p.m. (CDT) on Monday, April 26, 2004.

�
Please have your proxy card and the last four digits of your Social Security Number available.

�
Follow the simple instructions the Voice provides you.

VOTE BY INTERNET � www.eproxy.com/mdu/ � QUICK ***EASY ***IMMEDIATE

�
Use the Internet to vote your proxy 24 hours a day, 7 days a week, until 12:00 p.m. (CDT) on Monday, April 26, 2004.

�
Please have your proxy card and the last four digits of your Social Security Number available. Follow the simple instructions to obtain
your records and create an electronic ballot.

The Company has been advised by counsel that the procedures for Internet and Telephone voting are consistent with the requirements of
applicable law.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid envelope we've provided or return it to MDU Resources Group, Inc., c/o
Shareowner ServicesSM, P.O. Box 64873, St. Paul, MN 55164-0873.

If you vote by Phone or Internet, please do not mail your Proxy Card.

V Please detach here V

The Board of Directors Recommends a Vote "FOR" all Nominees and "FOR" Item 2.

1. Election of directors: 01 Dennis W. Johnson 03 Martin A. White o Vote FOR all o Vote WITHHELD
02 John L. Olson 04 John K. Wilson nominees (except from all nominees

as indicated below)
(Instructions: To withhold authority to vote for any indicated nominee, write
the number(s) of the nominee(s) in the box provided to the right.)

2. Approve amendments to the Non-Employee Director Stock Compensation
Plan

o For        o Against        o Abstain

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED OR, IF NO DIRECTION IS GIVEN, WILL BE
VOTED FOR EACH PROPOSAL.

Address Change? Mark Box    o    Indicate changes below: Date ________________________________

Signature(s) in box
Please sign exactly as your name(s) appear on Proxy. If
held in joint tenancy, all persons must sign. Trustees,
administrators, etc., should include title and authority.
Corporations should provide full name of corporation and
title of authorized officer signing the proxy.
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