
 
STATE OF IOWA 

 
DEPARTMENT OF COMMERCE 

 
UTILITIES BOARD 

 

  
IN RE: DOCKET NO. NOI-2014-0001 
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 The following comments are submitted on behalf of the Iowa Industrial 

Energy Group (IIEG) in response to the Board’s May 12, 2014 Order Soliciting 

Additional Comments in this Docket. 

 

The IIEG includes among its members industrial companies doing business in 

Iowa and other Midwestern communities, using energy in our processes and 

products.1 

 

Our interests in this Inquiry center on potential impacts on the costs of electricity 

and, hence, the cost of doing business in Iowa.  IIEG members include large 

Iowa employers for whom energy represents a significant share of our cost of 

doing business.  IIEG members compete in world markets for our products. 

 

A number of IIEG members own and operate equipment that would fall under the 

common definition of Distributed Generation:  including combined heat and 

power (CHP) plants, standby and emergency generators, and other electric 

                                                
1 See http://iieg.org.  
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generating equipment located at member facilities.  As such, members find DG 

facilities to be a valuable part of their operations. 

 

However, we have a number of concerns regarding how the issue of Distributed 

Generation has been framed within this Inquiry.  Specifically, we are concerned 

with the idea that “feed-in tariffs” should be adopted in Iowa. 

 

As such, our comments chiefly address Question No. 5 included in the Board’s 

Order: 

 

5. Currently Iowa does not offer feed-in tariffs.  Explain why you think 

feed-in tariffs should or should not be implemented in Iowa.  In your 

discussion, address the advantages and disadvantages of both net 

metering and feed-in tariffs. 

 

In general, the IIEG believes that feed-in tariffs should not be implemented in 

Iowa.  Our concerns center on the costs to non-participating energy consumers 

of efforts to subsidize the installation of DG through feed-in tariffs. 

 

 

We have observed instances where the terms “feed-in tariff” and “incentive rate” 

have been used interchangeably in this Docket.  We think it useful to make a 

distinction between different types of compensation for suppliers of distributed 

generation.  The term “feed-in tariff” has come to encompass any agreement for 

the purchase of electricity that includes a fixed price, a set duration, standard 

terms and conditions and the right of a seller to interconnect to a utility’s delivery 

system. 

 

As we understand the use of the term, an “incentive rate” could represent 

anything ranging from a tariff-based credit for interruptible rates to a full-blown 

feed-in tariff.  In our experience what falls under the “incentive rate” category 
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usually involves a price signal based on a utility’s existing rate structure and 

reflects the cost of conventional (typically fossil fuel power) generation.  It could 

include a premium—in the form of a credit or an adder—to reflect the additional 

benefits alternative power (typically renewable energy such as wind or solar) or 

conventional DG is thought to offer. 

 

In contrast, the electricity prices included as part of a “feed-in tariff” are typically 

based—not on a utility’s or market’s cost—but on the costs inherent in the 

particular form of alternative energy under consideration and may bear no 

relationship whatsoever to the cost of conventional power, a utility’s tariffed rates, 

or power prices in established energy markets, such as the ones operated by the 

Midcontinent Independent System Operator (MISO) in Iowa. 

 

Although not without its own problems, for the utility’s customer base, net 

metering offers two distinct advantages over feed-in tariffs.  First, the amount of 

energy produced under net metering arrangements is generally limited to the 

amount of energy a participating customer requires.  In other words, net metering 

is not a mechanism for selling to the utility significant amounts of electricity for 

which the utility may or may not have a use. 

 

Likewise, net metering arrangements have a built-in ceiling for the price of 

electricity produced, namely, the retail rates charged by the utility and approved 

by the Board (for rate-regulated utilities). 

 

In some jurisdictions, feed-in tariff arrangements have been established that 

allow participants to sell to utilities amounts of electricity far beyond any needs of 

the utility for additional capacity and at prices that are multiples of what local 

wholesale markets can bear or what utilities charge in retail rates. 

 

For example, the Kingdom of Spain imposed feed-in tariffs on that nation’s 

electric utilities to encourage solar power production, and the result was—
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according to the New York Times—“disastrous.”  As a result, the Spanish 

government has been forced to revamp feed-in tariff contracts.  The Times 

reported last fall, 

 

The [Spanish] government has said it will apply this new 
mechanism over an operational lifetime of 25 years, which in effect 
means that the new terms would be retroactive.  Early investors 
who put money into developing the renewable energy sector over a 
decade ago could stop receiving subsidies all together from next 
year, though they were originally guaranteed profitable feed-in 
tariffs without any time limit.2  (Emphasis added.) 

Such drastic action was needed, as the Times reported, as 

 

Years of disastrous policies, coupled with the economic crisis, have 
recast renewable energy in Spain.  Once touted as the embodiment 
of progress, wealth and sustainability, the industry is now seen as 
an unwanted and costly extravagance.  

The policy turnaround started in 2010 but picked up momentum 
with a government decree in July [2013] aimed at closing a 
widening gap between the cost of electricity generation and what 
consumers pay— known as the tariff deficit.  

Likewise, Germany has experienced similar difficulties with its implementation of 

feed-in tariffs.  As Bloomberg reported last fall,3 

Germany’s biggest companies want Chancellor Angela Merkel to 
abolish a subsidy that made the country Europe’s biggest clean-
energy market and helped saddle it with some of the highest power 
prices in the region.  

                                                

2 See Cala, Andres, “Renewable Energy in Spain Is Taking a Beating,” New York Times, October 
8, 2013.  Available at http://www.nytimes.com/2013/10/09/business/energy-
environment/renewable-energy-in-spain-is-taking-a-beating.html?pagewanted=all . 

 
3 See Nicola, Stephan, “German Industry Wants End of Feed-in Tariff on Rising Power Cost,” Bloomberg, 
September 19, 2013.  Available at http://www.bloomberg.com/news/2013-09-19/german-industry-wants-
end-of-feed-in-tariff-on-rising-power-cost.html . 
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The BDI industry federation that represents about 100,000 
companies including Siemens AG and Volkswagen AG wants to get 
rid of feed-in tariffs that guarantee owners of new clean-energy 
plants above-market payments for 20 years under the EEG 
renewable law.  Instead, it wants developers to sell their power on 
the market to encourage output that responds to demand rather 
than whether the wind is blowing or the sun shining.  (Emphasis 
added). 

Closer to home, in the Canadian province of Ontario, that jurisdiction’s feed-in 

tariff is seen by some as contributing to the province’s rising electricity costs.4 

 

The common thread here is not a concern for the environment, or a commitment 

to renewable energy, but rather the specific mechanism used to promote small-

scale power additions:  feed-in tariffs.  Where the feed-in tariff approach has 

been tried, it has succeeded in attracting large numbers of participants.  So 

successful that the resulting deluge of new supplies quickly overwhelms utilities 

and consumers with unsustainable rate increases.  The resulting rate 

increases—whether in Spain, Germany, or Ontario—have produced the 

additional consequence harming the competitive position of local industry. 

 

Even renewable energy incentives not structured on the feed-in tariff model can 

have a negative impact on non-participating ratepayers.  In Missouri, KCP&L has 

proposed adding a rider to residential power bills to recover the costs of its solar 

rebate program.5 

 

                                                
4 See McCarty, Shawn, “As cost pressures mount, Ontario’s wholesale power prices set to soar,” The Globe 
and Mail, January 30, 2013.  Available at http://www.theglobeandmail.com/report-on-business/industry-
news/energy-and-resources/as-cost-pressures-mount-ontarios-wholesale-power-prices-set-to-
soar/article8025566  

5 See “PSC sets deadline in KCP&L case, “ St. Joseph News Press, May 1, 2014.  Available at 
http://www.newspressnow.com/news/business/article_70cbe346-e50d-5f33-8e0b-
028d50bc9e22.html  
 



   

 6 

Beyond the introduction of a feed-in tariff, the IIEG is concerned with the potential 

for rate increases caused by changes to the state’s net metering program. 

 

In particular, the IIEG is concerned with the cumulative costs to consumers from 

net metered projects.  An individual project would not appear to impose much 

additional costs on a utility’s customer base.   

 

However, if the Board were to adopt a higher net metering project cap (up to 5 

MW as suggested in Question 1a of the Board’s Order), costs to non-

participating consumers would quickly mount.  For that reason, without additional 

protections for non-participating consumers, we would oppose expansion of the 

net metering size cap beyond the current limit. 

 

Specifically, the Board’s Question 7 raises the issue of cross-subsidization of net 

metering customers by non-participating customers.  

 

By definition, net metering projects are located at the premises of existing utility 

customers.  The costs imposed by net metering—in the form of unrecovered 

costs for delivery and other utility services—should be borne by the same 

customer class to which the net metering customer belongs.  In other words, the 

costs of a residential customer’s net metered facility should not be recovered by 

customers in the commercial or industrial rate classes. 

 

 

We hope that the Board finds these comments helpful and the IIEG looks forward 

to further participation in this Inquiry.  

 

      Respectfully Submitted, 

      Iowa Industrial Energy Group  
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      By: 

                   /s/ Victoria Place 

      Victoria J. Place                                                                   
      309 Court Avenue #800                                           
      Des Moines, Iowa 50309                                   
      (515) 875-4834     
                                                       vplace@courtavenuesuites.com 

 

     

       

 

       

 

 

 

 

 

 

 

  

       

 


