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 COMES NOW, the Iowa Utilities Association (IUA) on behalf of Interstate Power 

and Light Company (IPL), MidAmerican Energy Company (MidAmerican) and Black 

Hills/Iowa Gas Utility Company, LLC d/b/a Black Hills Energy’s (BHE) (collectively, the 

Joint Utilities) and submits the following comments in response to the Order Requesting 

Additional Comments, issued by the Iowa Utilities Board (Board) in the above-

referenced docket on July 3, 2019 (the July 3 Order).  

BACKGROUND 

 The IUA was formed in 1971 and operates as a 501(c)6 non-profit corporation. 

IUA works with its member companies—Iowa’s investor-owned electric, natural gas and 

transmission utilities—to develop, coordinate and promote common industry public 

policy. The Board’s proposed rulemaking in this docket to address regulated utility 

energy efficiency programs in light of recently enacted amendments to Iowa Code 

section 476.6(15)(c)(2) is one area in which uniform rules and policies issued by the 

Board are critical to the achieving the legislature’s intent to control spending on energy 

efficiency programs.  

 In its July 3 Order, the Board requested comments on two additions to the 

proposed rules published by the Board on January 23, 2019 and with a Notice of 
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Intended Action (NOIA) on February 13, 2019. The Board’s stated purpose in proposing 

these additions was to provide clarity and guidance to the industry and the public 

regarding the interplay between the percentages set forth in Iowa Code section 

476.6(15)(c)(2) and a utility’s energy efficiency cost recovery in section 476.6(15)(e). 

(July 3 Order at 2)  

 Specifically, the Board proposed the following changes (proposed additional text 

in underline): 

 35.6(3) The board shall not require or allow a natural gas utility to 
adopt an energy efficiency plan that results in projected cumulative 
average annual costs that exceed 1.5 percent of the natural gas utility’s 
expected annual Iowa retail rate revenue and shall not require or allow an 
electric utility to adopt an energy efficiency plan or a demand response 
plan that results in projected cumulative average annual costs that exceed 
2 percent of the electric utility’s expected annual Iowa retail rate revenue. 
The percent of a utility’s expected annual Iowa retail rate revenue is 
calculated by dividing the total projected budget for the five-year plan by 
the total projected Iowa retail rate revenues for the five-year plan period. 

 35.9(3)(c) Authorized recovery is the difference between the actual 
energy efficiency or demand response expenditures by customer class for 
the previous calendar year and the approved energy efficiency or demand 
response budget by customer class for the previous calendar year plus 
the approved energy efficiency or demand response budget by customer 
class for the current calendar year. Beginning with the June 1, 2021 
EECR/DRCR filing, the first step for determining the authorized recovery 
will be to determine whether the total actual spending divided by the actual 
Iowa retail rate revenue for the plan year is less than or equal to 1.5 
percent for the natural gas plan or 2.0 percent for the electric and demand 
response plan. 

The IUA, on behalf of the Joint Utilities, addresses and provides comments on each of 

these proposed additions in turn below.  

COMMENTS 

Proposed Addition to 199 IAC 35.6(3) 
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 The IUA interprets the Board’s proposed addition to 199 IAC 35.6(3), referenced 

above, to mean that, with submittal of its respective energy efficiency and demand 

response plan, each utility is required to divide the total projected budget for the five-

year plan by the total projected Iowa retail rate revenues for the five-year plan period in 

order to calculate the percent of the utility’s expected annual Iowa retail rate revenue for 

purposes of determining compliance with Iowa Code section 476.6(15)(c)(2). If the 

result of that calculation is a percentage that is equal to or below 2 percent for the total 

five year electric budget or 1.5 percent for the total five year natural gas budget, as 

applicable, then the plan complies with the applicable budget threshold in Iowa Code 

section 476.6(15)(c)(2). 

 The IUA understands the Board’s proposed addition to 199 IAC 35.6(3) to be 

consistent with the approach taken by each of the utilities for purposes of determining 

compliance with the budget thresholds in Iowa Code section 476.6(15)(c)(2) in each of 

their respective Energy Efficiency Plan (EEP) dockets. Specifically, each utility, when 

submitting their respective plans in Docket No. EEP-2018-0002 (MidAmerican), Docket 

No. EEP-2018-0003 (IPL), and Docket No. EEP-2018-0004 (BHE), calculated its 

percent of expected annual Iowa retail rate revenue by dividing each year’s projected 

budget by each year’s projected retail revenue to confirm that each utility would remain 

below the 2 percent and 1.5 percent of expected annual Iowa retail budget thresholds in 

Iowa Code s. 476.6(15)(c)(2). (See Direct Testimony of Eleuterio Jeremy Chavez, Tbl. 

1–Forecast of Retail Revenue, Docket No. EEP-2018-0004, July 9, 2018; Application for 

Approval Docket No. EEP-2018-0004, July 9, 2018; Direct Testimony of Haider Khan at 

5–6, Docket No. EEP-2018-0002; Interstate Power and Light Company, Filing of 
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Additional Information, Docket No. EEP-2018-0003) The same percentage calculation 

result is achieved by dividing the total projected budget for the five-year plan by the total 

projected Iowa retail rate revenues for the five-year plan period. Thus, the Board’s 

proposed addition appears to align with the method applied by each of the Joint Utilities 

for determining compliance with Iowa Code section 476.6(15)(c)(2).  

 However, for added clarity, the IUA believes that the final rule should clearly state 

that the utilities should submit plans using the method contained in proposed 199 IAC 

35.6(3) for calculating compliance with the budget thresholds. The proposed rule should 

further clarify and confirm that the Board is to review and approve plans according to 

this calculation method. In addition, in light of the dispute concerning the confidentiality 

of forecasted retail revenue in Docket No. EEP-2018-0003 (see Order Granting Request 

for Confidential Treatment Filed August 28, 2018, issued on October 12, 2018), the 

Joint Utilities propose to clarify that each utility may request and the Board may grant 

confidential treatment for forecasted retail revenues.    

 Thus, the Joint Utilities propose that the rule should be clarified to state as 

follows, with text as strikethrough to be deleted and text in red to be added: 

35.6(3) The board shall not require or allow a natural gas utility to adopt 
an energy efficiency plan that results in projected cumulative average 
annual costs that exceed 1.5 percent of the natural gas utility’s expected 
annual Iowa retail rate revenue and shall not require or allow an electric 
utility to adopt an energy efficiency plan or a demand response plan that 
results in projected cumulative average annual costs that exceed 2 
percent of the electric utility’s expected annual Iowa retail rate revenue. 
With the filing of its application for approval of its energy efficiency plan, 
each utility shall provide, for the Board’s review, a calculation of Tthe 
percent of a utility’s expected annual Iowa retail rate revenue is calculated 
, which the utility shall determine by dividing the total projected budget for 
the five-year plan by the total projected Iowa retail rate revenues for the 
five-year plan period. The calculation of a utility’s percent of Iowa retail 
rate revenue may be subject to confidential treatment under Iowa Code 
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Chapters 22 and 550, upon request of the utility and as determined by the 
Board based on its review of such request.   

Proposed Addition to 199 IAC 35.9(3)(c) 

 The IUA understands that the Board’s stated purpose of its proposed change to 

199 IAC 35.9(3)(c) is to align the rule with the legislature’s intent that energy efficiency 

cost recovery be limited to the percentages of retail revenue contained in Iowa Code 

section 476.6(15)(c)(2).  

 The IUA agrees, in light of recent filings in Docket No. EEP-2018-0003, that a 

change to the proposed language at 199 IAC 35.9(3)(c) may help further clarify cost 

recovery requirements in relation to the budget thresholds in Iowa Code section 

476.6(15)(c)(2).  However, the Joint Utilities are concerned that the Board has drafted 

this change to require that the actual spending during the Plan year be divided by actual 

retail revenue for the plan year. There are a number of practical difficulties associated 

with using actual retail revenue for the plan year for purposes of calculating compliance 

with the budget criteria in Iowa Code section 476.6(15)(c)(2).  

 First, actual revenue information is difficult to track in real time and throughout 

the year with a sufficient degree of certainty to ensure that each utility remains below 

the percentage thresholds at the end of the plan year. Given the difficulty of tracking 

actual revenue information and the fact that it varies throughout the year, using actual 

revenue could cause the total dollars reflecting the cap to be unknown until after the 

plan year is concluded. Each utility may exceed the percentage threshold and only learn 

of it after the fact at the conclusion of the plan year, or at a point in the year where it is 

simply too late to correct course and reduce spending to ensure compliance with the 
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budget criteria in Iowa Code section 476.6(15)(c)(2). Thus, the Joint Utilities are at 

greater risk of disallowance under the Board’s proposed addition to 199 IAC 35.9(3)(c).  

 Second, given the difficulty in tracking actual revenue, to manage the risk of 

ensuring compliance with the budget criteria on actual revenue the Joint Utilities would 

need to conservatively underspend on their energy efficiency programs throughout the 

year to avoid exceeding the percentage thresholds and triggering disallowance. And, 

the lack of transparency associated with using actual revenue will make it more difficult 

for the Board and stakeholders to monitor annual compliance with the requirements of 

Iowa Code section 476.6(15)(c)(2).   

 Third, even if a utility is able to track actual revenue in real time and with 

sufficient certainty to stay below the budget criteria, actual revenue will inevitably reflect 

fluctuations in weather or other anomalous events (e.g., sudden economic downturns). 

Given the percentage thresholds in Iowa Code section 476.6(15)(c)(2), fluctuations in 

actual revenue will necessarily cause fluctuations in energy efficiency plan spending 

during the course of the year in order to stay below the budget criteria, which will lead to 

uncertainty for utility customers using energy efficiency programs and create 

administrative difficulties in implementing those programs. 

 To avoid these negative results and enable the Joint Utilities to manage their 

respective energy efficiency plans to their budgets, the Board should clarify that the first 

step for determining the authorized recovery will be to determine whether the total 

actual spending divided by the forecasted, rather than actual, Iowa retail rate revenue 

for the plan year is less than the applicable budget thresholds. As noted above, each 

utility provided its forecasted Iowa retail rate revenue by plan year in their respective 
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EEP dockets. The forecasted revenue figure provides a transparent, readily determined 

denominator for purposes of calculating compliance with the budget thresholds and that 

still acts as a cap on the amount of customer funds used for energy efficiency annually. 

In fact, using the forecasted revenue figure can provide additional transparency 

because that figure is established at the beginning of each five-year plan and provides a 

clear benchmark for measuring actual spending in relation to the budget criteria during 

each plan year.  

 In addition, the IUA is unclear on the Board’s selection of June 1, 2021 as the 

date for determining authorized recovery. Using that date would allow the Board and 

Joint Utilities to determine appropriate authorized recovery for 2020, but would leave 

open the question of how to calculate authorized recovery for 2019. The Joint Utilities 

believe that the date should be modified to state “[b]eginning on June 21, 2020” rather 

than “2021.” 

 Accordingly, the IUA proposes the following change to the Board’s proposed 

addition to 199 IAC 35.9(3)(c), with text as strikethrough to be deleted and text in red to 

be added: 

 35.9(3)(c) Authorized recovery is the difference between the actual 
energy efficiency or demand response expenditures by customer class for 
the previous calendar year and the approved energy efficiency or demand 
response budget by customer class for the previous calendar year plus 
the approved energy efficiency or demand response budget by customer 
class for the current calendar year. Beginning with the June 1, 20201 
EECR/DRCR filing, the first step for determining the authorized recovery 
will be to determine whether the total actual spending divided by the actual 
forecasted Iowa retail rate revenue for the plan year is less than or equal 
to 1.5 percent for the natural gas plan or 2.0 percent for the electric and 
demand response plan. 

This change will provide certainty and transparency to the Board, the Joint Utilities, 

stakeholders, and the public, as well uniform application of the rule across all utilities.   
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CONCLUSION 

 For the foregoing reasons, and with the changes suggested above and adopted 

by the Board, the IUA supports the proposed changes to 199 IAC 35.6(3) and 

35.9(3)(c). The IUA and the Joint Utilities look forward to any further discussion with the 

Board with respect to this matter.  

 Dated this 17th day of July, 2019. 

      /s/_Chaz Allen_ 
      Chaz Allen  
      Executive Director  
      Iowa Utility Association  
      400 East Court Ave., Suite 120  
      Des Moines, IA 50309  
      515-282-2115  
      callen@iowautility.org  
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