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COMMENTS 

                                              

COMMENTS OF NATURAL RESOURCES DEFENSE COUNCIL 

Natural Resources Defense Council (“NRDC”) files these comments pursuant to 

the Iowa Utilities Board’s Order Requesting Additional Comments issued on May 8, 2019. 

BACKGROUND 

On January 23, 2019, the Board issued an Order Commencing Rulemaking that 

seeks to revise the rules that are described in Chapter 35 “Energy Efficiency Planning 

and Cost Review.” The Board conducted a workshop regarding Chapter 35 administrative 

rule changes on April 26, 2019, and subsequently issued an Order Requesting Additional 

Comments on May 8, 2019. 

INTRODUCTION 

Natural Resources Defense Council (NRDC) is a national, member-based non-

profit environmental organization that has worked for our nearly 50-year history to, among 

other things, promote energy efficiency and renewable energy sources. NRDC regularly 

participates in proceedings at utility regulatory commissions across the Midwest with an 

interest in advancing resource choices that minimize or eliminate pollutant emissions and 
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maximize energy efficiency, while creating an equitable, sustainable, and prosperous 

clean energy economy.  

NRDC recognizes the many benefits that Iowa consumers have received from 

effective utility energy efficiency and demand response programs and urges the Board to 

adopt certain Chapter 35 rule changes (and reject others), with an eye towards ensuring 

that Iowans continue to have broad opportunities to receive the cost-effective benefits 

that such programs provide. Utility energy efficiency programs have been part of the 

regulated utility framework in Iowa for many years. These programs are a key tool for 

utilities to deliver safe, reliable service at least-cost to customers. Investments in energy 

efficiency can allow reduced utility investments in building new generation and can defer 

or avoid upgrading constrained delivery networks and the purchase of expensive 

capacity. Cost-effective energy efficiency programs allow utilities to avoid such 

investments with a lower price tag, providing a better deal for customers than the 

infrastructure investments would have. It is critical that any changes to Chapter 35 rules 

do not diminish opportunities for consumers to receive these benefits. 

COMMENTS 

Proposed Rule 35.1 — Policy and purpose 

First, the proposed rule reduces the stated importance of energy efficiency by 

removing language that indicates that energy efficiency is of “the highest” priority. 199 

IAC 35.1. NRDC recommends this language be retained in the revised rules. Energy 

efficiency should remain “the highest” priority because cost-effective energy efficiency 

provides more benefits to consumers relative to its costs than other utility investments, 
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hence the reason it is commonly referred to as a least-cost resource. This fact should 

continue to be reflected in the rules that govern the implementation of utility programs.  

Second, the proposed rule would remove language providing for the Board to 

receive “the necessary information to review each utility’s assessment of potential, to 

develop specific capacity and energy savings performance standards for each utility and 

to evaluate the appropriateness of each utility’s energy efficiency plan.” Id. To maximize 

the benefits that result from the energy efficiency programs, NRDC recommends that 

this language also be retained. The Board should expect that utilities will meet 

performance requirements associated with proposed investments, much as they would 

with other types of investments that utilities make on behalf of their customers. Failure 

to establish capacity and energy savings performance standards that are in synch with 

the budgets the Board approves would create a risk that the customer benefits 

associated with these investments would not be maximized.   

Proposed Rule 35.2 — Definitions 

NRDC agrees with comments filed by ELPC/IEC that the proposed elimination of 

many of the definitions in section 35.2 would reduce the clarity that the rules are 

intended, and needed, to provide.  ELPC/IEC Comments at 3-5 (March 1, 2019). In 

particular, eliminating the definition of “technical potential” and “economic potential” 

risks confounding the results of future potential studies, as it will leave the definitions to 

the judgment of the studies’ authors. This could result in a range of utility studies with 

significantly different inputs and outputs that are not comparable with previous Iowa 

studies, between concurrent studies for the different Iowa utilities, or with potential 

studies conducted in other jurisdictions. It is critical that these definitions be retained to 
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ensure consistency, and additional definitions for “maximum achievable potential” and 

“achievable potential” should be added. Failing to provide clear definitions would reduce 

the value of these studies for both the utilities and for the Board’s purposes in 

establishing energy and capacity savings targets.  

To reflect the rapid changes that are occurring in energy efficiency technologies 

and markets, NRDC also proposes the following addition to the definition of 

“Assessment of Potential”: 

“Assessment of potential” means development of energy and capacity savings 

available from actual and projected customer usage by cost-effectively applying 

technology that is or will be commercially available within the study period and 

improved operating practices to energy using equipment and buildings and 

considering market factors including, but not limited to, the effects of rate 

impacts, the need to capture lost opportunities, the non-energy benefits of 

measures, uncertainty associated with industry restructuring, the strategic value 

of energy efficiency and demand response to the utility, and other market factors. 

 

NRDC recommends that the above change also be made to 35.4 (1). 

In Rule 35.2, Black Hills Iowa/Iowa Gas Utility Company, LLC d/b/a Black Hills 

Energy proposes the addition of non-energy benefits to the definitions of “Participant 

test,” “Societal test,” “Total resource cost test,” and “Utility cost test,” as well as a 

definition of non-energy benefits. ELPC/IEC Comments at 2-3 (February 5, 2019). 

NRDC agrees with Black Hills Energy’s proposal to include non-energy benefits in the 

definitions. Cost-effectiveness testing is only meaningful to the extent that there is 

symmetry between the costs that are included and the benefits that result. Including all 

the costs in cost-effectiveness testing, while failing to include the full complement of 

benefits, will yield results that are skewed and provide an inaccurate picture of what the 

Board can expect to be achieved through energy efficiency. 

Filed with the Iowa Utilities Board on June 5, 2019, RMU-2016-0018



 - 5 - 

The Board also proposes to add a definition for “demand response” in Section 

35.2. Although MidAmerican Energy Company’s position is that the definition is broad, 

NRDC actually believes it is narrow and thus excludes important circumstances where 

demand response would be a cost-effective tool to reduce energy consumption at 

critical times. Defining demand response only in relation to “high wholesale prices” or 

“when system reliability is jeopardized” – as the Board’s proposed change would do – 

would preclude consideration of demand response as a planning tool to avoid future 

system constraints or anticipated needs for procuring additional high-cost capacity. 

Recognition of the ability of demand response and energy efficiency to be used as cost-

effective tools to defer or avoid future investments should be reflected in any definitions. 

NRDC recommends the following change to the proposed definition of demand 

response: 

“Demand response” means changes in a customer’s normal consumption 

patterns in response to changes in the price of electricity over time, or to 

incentive payments designed to (1) induce lower electricity use at times of high 

wholesale market prices, or (2) when system reliability is jeopardized, or (3) 

when future infrastructure investments can be cost-effectively avoided. 

 

Proposed Rule 35.3 — Energy efficiency and demand response plans 

The proposed rule removes the statement “The Board will conduct a contested 

case proceeding for the purpose of (1) developing specific capacity and energy savings 

performance standards for each utility and (2) reviewing energy efficiency plans and 

budgets designed to achieve those savings.” 199 IAC 35.3. NRDC agrees with 

ELPC/IEC that elimination of “any reference to the Board’s statutory role in developing 

capacity and energy performance standards as well as the need for utility efficiency and 

demand response plans” as a result of proposed rule changes will have a deleterious 
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effect on utility performance in maximizing the benefits that consumers receive from the 

programs. ELPC/IEC Comments at 5 (March 1, 2019). The Board has an obligation to 

ensure that utilities provide safe, reliable, affordable energy to their customers. 

Consistent with this obligation, the Board should not only establish expectations for the 

costs of these programs, but also the benefits that they are expected to provide. To omit 

setting standards could seem to relieve the utilities of the need to maximize the value 

they provide in return for their investments.   

Proposed Rule 35.4(1) — Assessment of Potential 

NRDC has intervened in utility proceedings across the Midwest, and in states 

across the country, and has found that the results, and hence the value, of potential 

studies can vary significantly depending on the regulatory guidance provided at the 

outset in rulemakings. Failing to include necessary definitions in the Board’s proposed 

rule change related to the Assessment of Potential as described above will, in NRDC’s 

view, reduce the usefulness that such studies can provide. As noted above, NRDC 

believes that clear definitions of technical potential, economic potential, maximum 

achievable potential, and achievable potential, along with a clearly stated expectation 

for how these potentials will be addressed, will lead to better studies and thus, better 

program planning and more direct benefits for customers.  

Proposed Rule 35.4(2) — Collaboration 

The proposed rules eliminate requirements currently described in 199 IAC 35.8 

for utilities to report to the Board on the activities they engage in to advance 

collaboration with stakeholders. Retaining this reporting requirement will enhance the 

level of effort that the utilities invest in collaboration, which will in turn lead to better 
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programs and more engaged customers and stakeholders. Indeed, in contrast to the 

proposed rule change in Iowa, Virginia’s General Assembly recently recognized the 

importance of reporting in assuring effective collaboration, enacting a statutory 

requirement that “the independent monitor shall report on the status of the energy 

efficiency stakeholder process”1 to the legislature on an annual basis. This is intended 

to provide greater assurance that the stakeholder process will be taken seriously by all 

parties and is a practice that should be retained in Iowa’s rules. 

Proposed Rule 35.5 Avoided costs and cost-effectiveness 

For Iowa utilities to properly utilize energy efficiency as a valuable least-cost 

resource, costs and benefits must be afforded appropriate economic analyses. NRDC 

recommends that the Board continue its long-standing practice of requiring the use of 

the Societal cost-effectiveness test as the primary economic screen for energy 

efficiency and demand response programs. The Societal test most fully reflects the 

complete picture of costs and benefits, and thus remains the most appropriate primary 

test of cost-effectiveness. NRDC recommends the following addition to 35.5 (4)(c)(1): 

(1) The utility shall analyze cost-effectiveness for the plan as a whole and for each 

proposed program, using the total resource cost, societal, utility cost, ratepayer impact 

measure and participant tests. A program shall be deemed to be cost-effective if the 

benefit/cost ratio under the Societal test is equal to or greater than one.  

 

It is, however, important to note that any cost-effectiveness test is only useful to 

the extent that costs and benefits are appropriately reflected. NRDC disagrees with the 

Board’s proposal that utilities use avoided costs from Board-approved co-generation 

                                            

H 2293, Virginia General Assembly: http://lis.virginia.gov/cgi-  
bin/legp604.exe?191+ful+CHAP0397+hil  
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and small power production tariffs to determine the cost-effectiveness of energy 

efficiency and demand response programs. This concern is consistent across numerous 

other parties, including ELPC/IEC (Comments at 7-9, March 1, 2019), MidAmerican 

Energy Company (Comments at 4, February 5, 2019), and IPL (Comments at 4, dated 

February 5, 2019). NRDC recommends that the Board retain the current approach for 

the determination of avoided costs. 

Rule 35.5 as proposed also fails to reference a provision in SF 2311 that 

exempts educational programs and assessments from cost-effectiveness threshold 

requirements. These exemptions should be explicit in the proposed rules, along with the 

currently included exemptions for low-income and tree-planting programs. 

Proposed Rule 35.11 — Prudence review 

NRDC supports ELPC/IEC’s recommendation (ELPC/IEC Comments at 10-11, 

March 1, 2019) that the Board retain the language in the current rules that “the burden 

is on the utility to prove it has taken all reasonable actions to cost-effectively implement 

an energy efficiency plan.” 199 IAC 35.13. The current language appropriately requires 

that utilities face a high bar for ensuring that they take their energy efficiency obligations 

to heart. Removing this language would reduce the certainty of the utilities’ obligation, 

making any effort by the Board to regulate utility compliance with the rules far more 

subjective, with a resulting increased litigation risk. The failure of the rule to require that 

intervenor and stakeholder comments be incorporated into the record further weakens 

the Board’s ability to gather sufficient information to fulfill its obligation of providing 

oversight of the program implementation.    
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Date: June 5, 2019 

 

Respectfully submitted,  

/s/ Samantha Williams       

Samantha Williams 

Natural Resources Defense Council  

20 N Wacker Drive, Suite 1600 

Chicago, Illinois 60606 

P: (312) 651-7930  
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