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MDU
Ratepayers

are Mad as
Hell!

LETTER TO THE EDITOR

WRITTEN BY
Renee Pirtz

is reading this letter to the editor (LTE)

needs to show up on January 28, 2025
at the next Public Service Commission
(PSC) Meeting in Helena. For too long our
central committees and activists have been
focused on the legislature or courts and have
overlooked an extremely important part of
our government-the PSC.

I want to start by saying everyone who

Helena is a long way to go for members
located on the eastern side of the state, where
many of us are ranchers and farmers. It is
especially so when all we get in return is a
couple minutes in front of the commission
where we don’t even get to ask questions

and get answers. While I am at it, I should

be allowed to ask questions at the end of

the mtg, as much as, in the beginning. This
might be intentional on the part of the PSC
to discourage members from showing up and
voicing concerns and learning what is really
happening while we work hard back at home
and get stuck paying higher utility bills.

Afterall, we, your constituents, pay your
salaries and we should have the opportunity
to ask you questions and get answers so we
can know if you know a thing or two and
for us to be able to determine if it is worth
re-electing you. By limiting our ability to
interact with you during meetings, meaning
you never answer our questions, you are not
acting like a government body that really
cares about doing a good job on our behalf.
When we, the residents of Montana are the
ones expected to pay the bill, why can't we
ask you the questions that deserve answers
during your meeting, or is it ‘Our” meeting
(especially at the end of the meeting)?

Most Montana residents don't know or care
to be bothered to know how their utility
company operates and why our service rates
are what they are. For those reading this,
here’s how the regulatory compact works

not only between the PSC and the utility
companies, but also between the PSC and the
consumer or residents of Montana.

In a particular service area, a utility is
granted a monopoly; in that area, it is the

sole electricity or natural gas provider. It is
allowed to charge its customers whatever
rates are necessary to cover costs, and provide
for a reasonable rate of return on investments
(aka profit).

In exchange, the utility has to make
investments sufficient to provide reliable,
low-cost power to any customer in the area
who wants it, with minimal “line losses”
(i.e., “leakage” of power from power lines or
gas pipelines). To ensure the utility does not
abuse its power, the Montana PSC monitors
its activities and has to sign off on its rates.
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That’s the bargain: the utility provides low-
cost, reliable power-in exchange, it gets a
captive customer base. First, note that this
arrangement looks almost nothing like a “free
market” as envisioned by classical economists.
These are entities legally protected from
competition, charging government-approved
prices, receiving guaranteed returns. It is the
most Soviet of economic sectors. (Keep this
in mind the next time someone glibly refers
to “the market” in discussions of gas, wind or
solar.)

There are a few key things to note about the
regulatory compact.

The utility makes money not primarily by
selling electricity or providing natural gas, but
by making investments and receiving returns
on them. If it builds more power plants

and power lines, it makes more money (the
money is in the pipelines and transmission
lines today. Thanks to all the federal money
invested in renewable energy utilities are
building more and more transmission lines
to get the energy produced to where it will be
used).

Add these together and you see the basic
incentive structure at work. In most
economic sectors, businesses live in fear

of competing businesses coming in and
providing customers with a better value
proposition. They must be vigilant, cut costs,
and innovate. That is the power of markets.

But utilities do not fear competition. Their
customers cannot live without their product
or purchase it elsewhere. Their profits are
guaranteed so long as they can justify their
rates to a Public Service Commission. All
they need to do to increase profits is to build
more stuff — more power plants, more
substations, more power lines, more.

When the regulatory compact was
established, this made perfect sense. The
demand for power was inexorably rising and
there was a need to scale up rapidly. Given
all the unregulated monopolies at the time,
the regulatory compact was actually fairly
progressive — at least it provided explicitly
for public oversight.

But make no mistake: it was designed

to electrify the country, to enable more
people in more places to find more uses for
electricity. Demand grew so fast that utilities
were proposing, getting approval for, and
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making huge investments right and left, as
fast as they could. And everything got bigger.
The mania for gigantism reached its peak

in the ’70s, with the nuclear craze. Finally,

a technology powerful enough to fuel the
meteoric rise in electricity consumption that
was going to last forever. (Ahem.)

Now fast-forward to the present. The
regulatory compact remains the same, the
incentive structure it created remains the
same, but circumstances in the U.S. have
changed in two big, overarching ways.

The first to emerge, which began around
2010, is that demand for utilities’ services
slowed. Why? Some of it is merely the
“offshoring” of industrial activity (we lost a
lot of manufacturing to other countries like
China). But a substantial chunk is the recent
explosion of energy-efficiency technologies
and investments. Alongside that is the
maturation of what’s called “demand response,”
the ability to shift electricity use forward or
backward in time in response to price signals.
(Demand response doesn’t reduce total load,
but it can reduce peak load; utilities have to
invest/build enough to meet peak load, so

if you reduce peak load, you reduce needed
investments.)

Alongside that, individuals now have the
power to generate their own electricity with
solar panels and other distributed generation
technologies. Utilities do not own that
distributed generation; it’s an investment
upon which they receive no returns. And it
represents a reduction in demand for what they

are selling, a reduction in use of their grid
infrastructure, and a reduction in the need
for future power infrastructure.

For all these reasons, many energy nerds
believe that electricity demand in the U.S. will
never again rise as fast as it did this century,
and might even plateau. But remember,
utilities are in the midst of paying off large,
20-plus-year investments. If they get less than
expected from some customers, they have to
charge the other customers more in order to
get the same rate of return. They do not like
that one bit (nor do the other customers).

Furthermore, the unpredictable rise of all
these disruptive technologies casts their
future investments into doubt. In the long
term, they face the threat of lower profits and,
well, shrinkage. They don’t like that one bit
either.

And that is perverse, because the other broad
change since the early 1900s is a recognition
by many people with the power to implement
legislation, of the threat of climate change
and their focus on the radical reduction of
fossil-fuel use. Maybe this was part of the
push to move everything to electric (electric
vehicles, heat pumps, water heaters, washers
and dryers etc.).

As a society, we need energy efficiency and
demand response. We need distributed energy
from all sources. All those things are to the
good, economically and ecologically. Yet
utilities have every incentive to oppose them,
as they are direct threats to their familiar,
comfortable business model, which has
survived nearly a century unchanged.


https://grist.org/energy-policy/2011-03-30-alexis-madrigal-chats-about-energy-forecasts-nuclear-pr/
http://en.wikipedia.org/wiki/Demand_response
https://grist.org/climate-energy/solar-panels-could-destroy-u-s-utilities-according-to-u-s-utilities/
https://grist.org/climate-energy/solar-panels-could-destroy-u-s-utilities-according-to-u-s-utilities/
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MDU has 78,000 natural gas
residential ratepayers, many of
whom are struggling ranchers
and farmers and senior citizens
on fixed incomes and low-income
working-class families. Prairie
County where | live has a 22.3%
poverty rate.

MDU has a market cap or net worth of $3.68
billion a valuation is $6.06 billion and 203.89
million shares outstanding.

A fellow Montanan commented at the last PSC
meeting, that: MDU Resources paid dividends
of $0.52 per share in the past year. Was that
record profit because the price of natural gas
BTUs went down from the highs of a few years
back? If that is the case, why aren’t ratepayers
getting a lower rate instead of shareholders
getting windfall dividends? Don’t lower costs
get factored in? If they did, don't we, the
ratepayer, actually deserve a rate cut instead of
an increase?

There are 452 institutional investors-- the 3
largest being the Vanguard Group, Blackrock
Inc. and Corvex Management.

Those three received the following:

Vanguard Group = 19.72 million shares x 0.52
per share this last year = $10.25 million
Blackrock Inc. = 18.54 million shares x 0.52 =
$9.64 million

Corvex Management = 10.15 million shares x
0.52 = $5.27 million

It was noted that these three institutional
investors own less than a quarter of the

shares of MDU. Therefore, the full amount of
dividends paid comes to approximately 4 times
that amount or over $100 million. (Source:
https://www.nasdaq.com/market-activity/
stocks/mdu/dividend-history)

At that same PSC meeting, MDU claimed if
they don’t get this interim increase, they won’t
be able to do scheduled maintenance. MDU
says it is only a $5 dollar a month rate increase,
but with 78,000 customers that amounts to
almost $4.7 million a year.

According to the Consumer Counsel, in their
rate increase request MDU has included
short-term incentive compensation, executive
incentive compensation, board of director
related expenses and investor relations
expenses all in their requirements. So, this is
not about doing badly needed maintenance.
They clearly have access to the capital. Look
at what these four executives at Montana-
Dakota Utilities (MDU) Resources Group earn
in compensation. In 2022, the CEO of MDU
Resources Group earned $5.26 million, which
was 54 times more than the median MDU
employee and almost 280 times the median
income of a Prairie County resident.

Executive salaries

David L. Goodin

President and CEO of MDU
Resources Group, received
$3,519,469 in total cash
compensation

Jeffrey S. Thiede

President and CEO of Construction Services
Segment, received $1,155,138 in total cash
compensation

Nicole A. Kivisto

President and CEO of Electric
and Natural Gas Distribution
Segments, received $1,395,625 in
total cash compensation

Jason L. Vollmer

Vice President, CFO and
Treasurer, received $1,325,631 in

PSC Districts

total cash compensation

Nothing has changed since the PSC had a vote
on this interim rate increase in October except
the elections are now over, MDU shareholders
got their dividends -- and ratepayers got their
winter heating bills.

Commissioner Pinocci is the only one that
voted down the rate increase both before and
after the election. Commissioner Pinocci’s
district is MDU’s and my district and the
district affected by this rate hike. Commissioner
Bukacek doesn’'t have any constituents from
MDU's district and she was happy to not only
eagerly make the motion for the rate increase
every time, but to vote for it as well, pre and
post-election.

Commissioner Fielder, you however, were in a
tight race and voted against the increase before
the election, but now that the election is behind
you, an eager vote to increase our rates seems to
come naturally for you. Why the change from
October to January? Did MDU supply you with
any new insights and compelling information
that was different from what was presented in
October? Not that I can tell. So, pray tell, what
compelled you to change your vote? Come
clean Commissioner Fielder. The public would
ask, “where is the grade of accountability to the
constituents™?

Commissioners Wellborn and Molnar-when
you were running for office, did you pitch
during your campaign that you were part of
the Rate-Hikes-R-Us Candidates? I doubt you
would have said that during your campaign,
because if you had, you wouldn’t have been
elected. But here we are post the election and
you both are snug in your seats and a rate hike
is easy to approve now.

Commissioner Bukacek, with little hesitation
you stand by your motion to raise our district’s
rates. MDU does not service your district.
Please come visit, you will experience our
colder winters and Pinocci’s constituents
bundled up outside and inside these winter
months. To be fair I would have to search way
back to see if you have ever voted against a
price hike for any district.

MDU should have to justify the full increase,
especially since the interim increase makes

up 85% of the requested increase without a
comprehensive look at the facts. Not only

are you allowing Monopoly-R-Us MDU to
pilfer our pockets, you are lining the pockets
of mulit-million and billion dollar executives
and investors at the expense of your struggling
Montana members-many of which are on fixed
incomes and underwater, that’s getting deeper,
due to Biden/Gianforte-flation (remember
Ginaforte added over $3 billion to Bulloch's

$9 billion dollar State of Montana budget and
this year he wants to bump it up from $12.6 to
over $18 Billion). And I thought Republicans
were for less government spending? Maybe
Republicans are but some that claim to be
Republican aren’t Republican and just use it to
get elected. The Republican Party has a Platform
of what they believe in for a reason. To hold
those that run as Republicans accountable to the
people.

Let’s also look at the facts. MDU is a monopoly.
As a protected monopoly, with captive
ratepayers, they have a little risk. Residents
cannot pick up the phone and select another
supplier. When you have a monopoly you

are protected from competition so your costs
are lower; with that consumers should be
protected from gouging by our elected PSC
Commissioners.

Keeping in mind rates already increased due

to greater use in the winter to heat homes and
water heaters. Bottom line, less risk and greater
rate of return. MDU wants a guaranteed return
on equity even though they are a monopoly.
Before her new position, Commissioner

Fielder stated she would examine the evidence
before she voted on the increase. What was the
evidence? Aren’t the upgrades and taxes already
passed on to the consumer? Is there a ten-year

MT PSC Commissioners

* % kK k k k K i‘“Liberg Bell »

comparison? What is their debt to asset ratio?
What is their percentage of increase of stock
payout? What is the percentage increase for any
number of expenses. Why should they not pay
for their own upgrades? Get a loan. We already
know the big-player investors are making
record profits. How many other companies
does MDU own?

Could this information be shown on a screen
during the hearing for constituents to view?

Is there any reason why constituents couldn’t
be afforded time after the presentation to ask
questions?

Utility companies can sometimes use subsidiaries
or affiliated companies they own to seemingly
shift costs around, making their core operations
appear more expensive than they actually

are, which can then be used as justification to
request rate increases from regulators, even if the
overall financial health of the company remains
strong. For Commissioners who voted for the
rate increase (Fielder, Bukacek, Molnar and
Wellborn), it is your job to scrutinize utilities, like
MDU, to see if they are practicing this in order to
potentially mislead the PSC and its members.

In the business world, companies can have
other companies they own that they use to
“launder” their profits through to offset and
reduce the amount of taxes they owe and to
make one company a lot more attractive to
investors because it can offer higher yielding
dividends. How many other companies does
MDU own and in the traditional con man’s
shell game, under which shell is the real money
under? We already know the big-player
investors are making record profits.

Taxpayers PAY YOU a large 6 figure
salary as our PSC Commissioners to
do this investigating on our behalf.

Because the utility business has a direct
impact on every resident and is mainly an
excruciatingly boring subject buried in a
thicket of obscure institutions and processes,
opaque jargon, and acronyms out the wazoo;
states have Public Service Commissions and
Commissioners that are supposed to do the
digging and understand how to protect US
while ensuring the utility can stay in business
with a ‘reasonable’ profit.

Just a thought, but a safe investment in banking
is a cd and returns on that are yielding 2-3%.
MDU shouldn’t be asking for more than that
and perhaps they shouldn't be asking for
anything at all or lowering their rates due to
their record profits which was pointed out by
Commissioner Pinocci, but ignored by all the
other commissioners.

Getting back to the complexities of the utility
business, as Grist so eloquently stated, whether
PURPA allows IOUs to customize REPs for
low-carbon QFs is actually quite important, the
average resident, doesn’t know it, because they fell
asleep halfway through this sentence. Utilities are
shielded by a force field of tedium.

So, Commiissioner Fielder, since you changed
your vote from October to January, here is your
homework assignment: prepare a research report
for us that explains how MDU is structured
(what companies they own) and show us the
intercompany transfers of funds from each of
those companies, and when they occurred, and
explain why with lower costs of supply (lower
natural gas costs), our gas bills need to be
increased to pay for maintenance?

Constituents will be tuning in to your next
hearing in person and zoom, on January 28"
2025.

Please remember “We the People are the Board
of Directors™.

Incensed in Prairie County
Renee Pirtz
MDU Ratepayer-Prairie County &
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