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COMMENTS 

OF BLACK HILLS/IOWA GAS UTILITY COMPANY, LLC  
D/B/A BLACK HILLS ENERGY 

 
 Black Hills/Iowa Gas Utility Company, LLC d/b/a Black Hills Energy (“Black Hills”), 

hereby submits its written comments regarding the rules proposed by the Iowa Utilities 

Board (“Board”) in the above-captioned rulemaking proceeding commenced by the Board 

on August 8, 2016 (“August 8 Order”). 

BACKGROUND 

Black Hills is a rate-regulated public utility providing natural gas distribution service 

in the State of Iowa and can and will be affected by the rules adopted by the Board in this 

proceeding.  

On April 26, 2019, the Board conducted a workshop regarding chapter 35 

administrative rule changes.  On May 8, 2019 the Board issued an Order Requesting 

Additional Comments (“Order”) requesting post-workshop comments.  As part of the 

Order, the Board invited comments on specific items.  Black Hills is submitting the 

following comments on items that are applicable to a natural gas company, specifically 
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items 1-2, 5, and 7.  In addition, the Board requested the utilities identify what costs the 

utility places in each budget category.  Black Hills is including this information as part of 

its response to Item 1, definition of budget categories. 

 

COMMENTS 

Item 1 – Definition of Budget Categories & Cost Categorization 

BHE generally agrees with IPL’s proposed definitions of budget categories with a 

few modifications as identified below. The comments below list IPL’s definition, include 

comments regarding the definition and list the costs BHE places within each category.  

BHE believes the purpose of cost categorizing, budgeting and tracking is to 

accurately report the costs associated with the portfolio of programs and to determine the 

portfolio’s cost-effectiveness. As such, BHE has indicated the appropriate level at which 

to assign the costs in the discussion that follows. 

As discussed in the April 26, 2019 workshop, Black Hills supports a delay in the 

general compliance date for any new budget categories and cost categorization 

associated with Chapter 35 energy efficiency plans or demand response plans.  Applying 

these proposed rules to the current 2019-2023 Plan would require substantial time and 

resources to modify and update in order to comply with the new provisions.  Black Hills 

requests that the Board clarify that any energy efficiency plan or demand response plan 

that was approved prior to April 1, 2019, does not need to meet new budget category and 

cost categorization requirements. 
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Planning and design costs 

Proposed Definition: Planning and design costs are expenses associated with 

program development, designing new programs or making modifications to existing 

programs. 

Discussion: Planning and design costs occur primarily at the portfolio level. It is not 

practical to directly assign these costs to individual programs. For purposes of cost 

effectiveness analysis, these costs should be treated as costs to the portfolio. 

Costs included in category: direct and indirect labor, consulting fees and customer 

notice costs.  

For planning purposes, the cost of the 5-year plan are included as cross-program 

costs and allocated to the program level based on the proportion of each program’s total 

cost. 

Administrative costs 

Definition: Administrative costs are costs associated with program implementation 

and support functions, such as: 

a) Fully loaded utility labor costs associated with ongoing operation, 

administration, vendor management and reporting; 

b) Office supplies and technology costs associated with program operations 

and delivery; 

c) Program implementation labor costs (internal and third-party vendors) 

including but not limited to lead intake, customer service, application 

processing, rebate application processing and problem resolution, direct 
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program services (such as audits), verification inspections, participation 

tracking and savings estimation and individual program reporting; and 

d) Labor costs for vendors required for successful operation and 

implementation of programs, such as technical consultants, rebate 

processing software development, etc. 

Discussion: Direct assignment of these costs to individual programs may require a 

greater level of detailed time tracking by utility and third-party implementers than is 

warranted. Such tracking would entail staff determining on an hour by hour basis which 

program should be assigned that hours’ time. In many instances, this level of detail may 

not be achievable. For example, staff managers spend much of their time performing 

duties that cut across multiple programs. Consequently, depending on the specifics of the 

time spent and the capabilities of the internal accounting systems, certain of these costs 

may be assignable directly to programs while other costs may be better assigned to the 

portfolio as a whole. 

Costs associated with customer service, application processing, rebate 

processing, problem resolution and tracking systems are likely not directly assignable to 

an individual program and should be treated as portfolio costs. 

Costs included in category: Program level - direct and indirect labor, and 

implementation contractor fees. Portfolio level – customer service, application 

processing, rebate processing and tracking systems.  

For planning purposes, administrative costs are estimated by an overhead 

percentage based on the nature of the program and the incentive and delivery costs of 

the program for costs that are directly assigned to the individual programs. The overhead 
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percentage varies based on the oversight each program requires ranging from 12% for a 

program that requires active oversight, such as the Residential Prescriptive program to 

4% for a turn-key program such as the School Based Education program. 

Portfolio level costs are included as cross-program costs and allocated to the 

program level based on the proportion of each program’s total cost. 

Advertising and promotional costs 

Definition: Advertising and promotional costs include labor and materials costs 

associated with program-specific marketing, education, training and demonstrations 

aimed at promoting the program. 

Discussion: Advertising and promotional costs occur at both the individual program 

level and portfolio level. Advertising and promotion may be program specific or may be 

general awareness. These costs should be tracked at both the program level, if the activity 

is program specific, and at the portfolio level if the activity is cross-cutting. 

Black Hills proposes a change to the proposed definition to include portfolio level 

marketing: 

Advertising and promotional costs include labor and materials costs associated 
with program-specific or portfolio level marketing, education, training and 
demonstrations aimed at promoting the program or portfolio. 
 
Costs included in category: Program level - direct and indirect labor, media 

purchases, collateral development and implementation contractor fees for program 

specific activities. Portfolio level – direct and indirect labor, media purchases, collateral 

development and implementation contractor fees for general advertising and promotion 

activities.  
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For planning purposes, advertising and promotion costs are estimated by an 

overhead percentage added to the program based on the nature of the program and the 

incentive and delivery costs of the program for costs that are directly assigned to the 

individual programs. The overhead percentage varies based on the activities each 

program requires ranging from 5% for a program that requires active promotion, such as 

the Non-residential Prescriptive program to 0% for a turn-key program such as the School 

Based Education program. 

General advertising and promotion costs are included as cross-program costs and 

allocated to the program level based on the proportion of each program’s total cost. 

Customer incentive costs 

Definition: Customer incentive costs are utility contributions provided to 

participants, such as rebates. 

Discussion: Customer incentive costs fall into two categories: rebates or incentives 

provided directly to the customer, contractor or retailer and the value of service or 

measures provided to the customer. The cost of rebates is tracked at the program level. 

The value of directly installed or leave behind measures, audits, kits provided to students 

and low-income weatherization provided by the utility (or it’s implementer) may be 

captured either as incentives or as program delivery costs. 

Whether a cost is treated as an incentive or affects the cost effectiveness analysis.  

Consequently, Black Hills believes the proposed definition is too narrow and proposes 

the following definition: 

Customer incentive costs are utility contributions provided to participants, such as 
rebates, direct install measures, audits, kits and low-income weatherization. 
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Costs included in category: Rebates provided to customers and the cost of audits, 

direct install or leave behind measures, energy efficiency kits and low-income 

weatherization.   

For planning purposes, incentives are determined by multiplying the expected 

program participation by the incentive or value per measure. 

Equipment costs 

Definition: Equipment costs include program-specific costs associated with 

hardware purchased by the utility and given to customers as a portion of their incentives, 

such as direct installation measures. Equipment costs include all non-rebate contributions 

to participants, such as loan subsidies, payments to dealers, rate credits, and bill credits. 

Discussion: In general, utilities do not have equipment costs. The equipment costs 

are borne by the participant and are subsidized by the utility through rebates or other 

means. For purposes of cost effectiveness analysis, equipment costs are the incremental 

cost between a standard efficiency measure and high efficiency measure. While this is a 

cost for the cost effectiveness analysis, it is not a utility cost and is not tracked by the 

utility accounting systems. 

Certain costs, such as direct install or leave behind measures may be accounted 

for as equipment costs and also treated as an incentive for cost effectiveness analysis.  

Ideally, Black Hills believes direct install measures should be included in the customer 

incentive costs.  The definition for equipment costs should be for equipment such as 

company provided load control devices. 

Costs included in category:  

Black Hills currently doesn’t have any costs included in an equipment category. 
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Installation costs 

Definition: Installation costs include labor costs associated with installing 

equipment provided to participants in individual programs 

Discussion: Installation costs are generally incurred by the program participant and 

are not accounted for in the utility’s accounting system. Typically, installation costs are 

not known as the contractor that installs the equipment commonly provides an installed 

cost of the measure that includes both the contractor’s cost of acquiring the measure and 

the cost incurred to install the measure. 

Direct install measures may have separately identifiable installation costs. 

Costs included in category: Direct install program labor costs or costs to install 

company owned equipment for load control purposes. 

Black Hills currently doesn’t have any costs included in an installation category. 

Monitoring and evaluation costs 

Definition: Monitoring and evaluation costs include expenses associated with 

annual program review and assessment. 

Discussion: These costs are generally known at the program level. 

Costs included in category: Third party EM&V contractor fees.  

For planning purposes, monitoring and evaluation costs are based on professional 

judgement guided by historical costs for EM&V by program. 

Miscellaneous costs 

Black Hills suggests a definition of “Miscellaneous Costs”. 

Definition: Costs that do not fit into other categories. 
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Discussion: These are costs that are associated with energy efficiency but not 

related to program planning, development or delivery. 

Costs included in category: TRM updates, IUB & OCA direct assessments.  

For planning purposes, miscellaneous costs are based on historical averages. 

 

Item 2 – Non-Energy Benefits 

On February 5, 2019, Black Hills filed comments with the Board with the 

suggestion that a definition for “Non-Energy Benefits” be added to Section 35.2.  The 

proposed definition for “Non-Energy Benefits” in Black Hills’ February 5, 2019, comments 

is as follows: 

 
“Non-Energy Benefits” are the many and diverse benefits produced by energy 
efficiency in addition to energy and demand savings.  The beneficiaries of these 
benefits can be utility systems, participants and society. 

 
Additionally, in its February 5, 2019, comments, Black Hills proposed including 

“Non-Energy Benefits” into the definitions of “Participant test”, “Societal test”, “Total 

resource cost test”, and “Utility cost test”. 

Based on comments and feedback from participants of the workshop, Black Hills 

proposes the following new definition of “Non-Energy Benefits”: 

 
“Non-Energy Benefits” are the many and diverse benefits produced by energy 
efficiency in addition to energy and demand savings as used and applied in the 
Technical Resource Manual (TRM). The beneficiaries of these benefits can be 
utility systems, participants and society. 

 
Black Hills continues to support the inclusion of “Non-Energy Benefits” in the 

definitions of “participant test”, “societal cost test”, “total resource costs test”, and “utility 

cost test”. 
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Item 5 – EECR mid-year modification 

The Board’s proposed rules at 35.9(2) states: 

Each utility shall file by June 1 of each year energy efficiency and demand 
response costs proposed to be recovered in rates for the 12-month recovery period 
beginning at the start of the first utility billing month at least 30 days following board 
approval. 
 
Black Hills believes that the language of the proposed rules does not preclude a 

utility from making its EECR filing prior to the June 1, deadline nor does Black Hills believe 

the proposed rule limits a utility’s ability to file a modification to its EECR factors if the 

utility is concerned about under or over recovery of energy efficiency plan costs.  

However, should the Board determine that its proposed rules would not allow this type of 

flexibility for utilities to file subsequent EECR filings, Black Hills would encourage the 

Board to include language that allows for an additional filing should a utility determine an 

adjustment is needed.  This would enable Black Hills and other utilities to ensure that the 

dollars being reflected in the EECR are both timely and accurate. 

 

Item 7 – Current Rules 35.10 and 35.11 

With the exception of 199 IAC 35.10(4) avoided capacity and energy costs, which 

has been retained in the Boards proposed rules, items contained in current rule 199 IAC 

35.10 are not required to develop an energy efficiency plan and should not be retained in 

the current energy efficiency rules.  The current forecast reporting requirements outlined 

in 35.10 are overly burdensome and Black Hills currently creates many of these forecast 

items in the manner prescribed by current Board rules solely for the purpose of meeting 

rule requirements in its energy efficiency plan filing. 
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Should the Board determine that current section 35.10 should be retained in its 

entirety, Black Hills recommends current section 35.11 Additional filing requirements not 

be retained.   

 

Streamlining Administrative Rules  

Black Hills believes it is timely to consider potential additional changes to Chapter 

35 in light of recent changes to Iowa’s energy efficiency program structure for many 

regulatory requirements related to the creation and administration of an energy efficiency 

plan. These include, but are not limited to, the assessment of potential, numerous reports 

throughout the five year timeframe, costs related to program design and evaluation, TRM 

expenses, and unknown expenses related to IUB and OCA time reimbursement and 

actual program participation.    

With the new requirements related to plan budget amounts, these regulatory 

requirements enumerated above become overly burdensome, particularly when one 

considers Black Hills’ projected forecast showing the company hitting the new budget cap 

prior to the end of a calendar year.  Therefore, the new challenge presented is determining 

when to cutoff rebate applications for programs to account for unknown additional 

expenses that that Black Hills may receive later in the year, while still remaining within 

budget constraints.  

In short, the new budget constraints present an opportunity for the Iowa Utilities 

Board to reexamine the old regulatory requirements and eliminate costly hurdles, allowing 

more money to go towards customer programs and requiring less to be spent on 

burdensome administrative actions.  In a world of continuing low gas costs and 
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increasingly more efficient equipment and construction, simplifying the administrative 

process (thereby reducing the associated costs) can ultimately result in a system that 

maximizes program output and delivery potential.    

 

WHEREFORE, for the foregoing reasons Black Hills Energy respectfully requests 

that the Board give these comments due consideration as it develops rules in this 

proceeding. 

 

Dated this 5th day of June, 2019. 

     Respectfully submitted, 

 BLACK HILLS ENERGY 
 

 By:  /s/ Adam Buhrman  
  
 Adam Buhrman 
 Corporate Counsel 
 Black Hills Energy 
 1102 E. 1st Street 
 Papillion, NE 68046 
 Telephone:  (402) 221-2630 
 Email: adam.buhrman@blackhillscorp.com 
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