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IN RE: 
 
DISTRIBUTED GENERATION 

 

 
 
 
 
   DOCKET NO. NOI-2014-0001 
    
  

 
 

ADDITIONAL COMMENTS 
 

 COMES NOW, Interstate Power and Light Company (IPL), and provides 

its additional comments pursuant to the Order Soliciting Additional Comments on 

April 30, 2015 (April 30th Order), by the Iowa Utilities Board (Board). In the April 

30th Order, the Board requested that participants respond to questions contained 

in the Order and options discussed in the accompanying staff memorandum. IPL 

provides the following comments in response to the Board’s requests contained 

in its April 30th Order: 

INTRODUCTION AND PRELIMINARY COMMENTS 

IPL appreciates the opportunity to provide the Board with comments on 

the proposed policy goal for Distributed Generation (DG) as well as the options 

presented in the staff memorandum. In previous comments to this docket, IPL 

introduced its policy position that there cannot be an effective net metering 

discussion unless there is also a clear understanding of the rate design that is 
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inherently attached to it.1 In this filing, IPL further expands on this policy position 

and shares its fundamental principles and IPL’s action plan as a result. 

A. Fundamental Principles 

In these comments, IPL proposes an approach to DG that will benefit all 

customers, the utilities, and the State of Iowa as well as provide sustainable 

customer benefits into the future. IPL’s approach will allow for DG resources to 

be integrated in a sustainable manner that protects the long-term reliability and 

integrity of the grid for all customers. The related pricing approach, which is just 

one of several components required for sustainability, should follow long-

standing Board principles of cost-causation and sending proper price signals to 

customers. This will ultimately balance the needs of all customers in the most-

efficient manner.  

The growth in DG that IPL has experienced demonstrates that cost 

allocation and grid reliability issues must be addressed now, rather than later. As 

discussed in more detail later in these comments, IPL had approximately 10 net 

metering customers in 2004; today, IPL has more than 1,000 net metering 

customers with over 1,500 DG systems on its net metering tariff. Some 

distribution circuits on IPL’s system exceed 25 percent DG penetration, making 

grid safety and reliability a priority consideration and evolving operational 

challenges. The density of DG on these circuits presents challenges and 

highlights the need to develop an approach that can be maintained to support 

1 In Re: Distributed Generation, NOI-2014-0001, IPL’s “Additional Comments” filed June 24, 
2014, p. 4. 
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this growth now and into the future. These facts demonstrate that the Board must 

keep its eye to the future when setting policy today.   

If DG is to be sustainably integrated for the long term, it is important that 

the Board immediately pursue steps to ensure the integration is accomplished in 

an equitable and balanced manner. In 2002, the Board noted that “as technology 

changes and additional information is gathered on the impact of net billing, one 

or more of the issues discussed may be revisited.”2 We are at the juncture where 

it is time to revisit the rate design for customer-owned generation to ensure 

economic sustainability for DG participants and non-participants alike.3 

The Board’s past practice has recognized that cost allocation and rate 

design issues may be unique to each utility, even though they are based on 

fundamental pricing standards. Utilities are well-positioned to design tariffs that 

account for the attributes of their customers and the utilities’ systems, and ensure 

appropriate allocation of costs. Addressing cost allocation and rate design issues 

related to the integration of DG is no different. As such, many of the underlying 

rate design issues—and the corresponding opportunities for a sustainable 

platform for customer choice—can be addressed in the framework of tariff filings 

and rate cases. Additionally, utilities can structure pilot programs that assist with 

understanding how to better integrate DG into the system. 

2 “Order Granting Waiver and Approving, with Clarifications, Tariff,” March 8, 2002, p. 13; TF-01-
293, WRU-02-8-156 (2002) (Addressing MidAmerican Energy Company’s (MEC) net metering 
tariff in 2002). 
3 IPL is also in a much better position now to gather load research data so as to develop a unique 
class of customers to more appropriately assign costs and benefits they drive as well as design of 
future options based upon customer and system needs in this evolving area of technology. 
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IPL’s specific plan to create a sustainable plan for integrating DG is 

described below.  

1. Rate Design for DG Should Follow Existing Board Ratemaking 
Principles  

IPL is focused on sustainable integration of DG, using pricing that is 

consistent with the fundamental rate making principles of the Board. Net 

metering, with the current rate design, is inconsistent with these fundamental 

principles. DG can be more sustainably promoted through a cost-based 

approach, rather than a net metering approach. Net metering, though, is not the 

primary issue. The primary issues are cost allocation and rate design, with net 

metering being a subset of the rate-design equation.   

 a. Customer class and cost allocation. 

The Board’s rules and past practice support the use of cost-based rates:  

Rates charged by an electric utility for providing service to each 
class of electric customers shall be designed, to the maximum 
extent practicable, to reasonably reflect the costs of providing 
electric service to the class. The methods used to determine class 
costs of service shall to the maximum extent practical permit 
identification of differences in cost-incurrence, for each class of 
electric consumers, attributable to daily and seasonal time of use of 
service, and permit identification of differences in cost-incurrence 
attributable to differences in demand, energy, and customer 
components of cost.4 

These rules exist to ensure that customers receive quality service delivered in an 

efficient manner and pay their fair share of system costs (including distribution, 

transmission and generation), and that subsidies are avoided where practical. 

4 Iowa Administrative Code (IAC), Chapter 20.10(2) 
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The appropriate next step in this process is to determine how to best apply these 

rules to DG customers.  

 Also, the Board’s rules require that “[c]ustomer classes…be established 

on the primary basis of reasonably similar usage patterns within classes, even if 

this requires disaggregation or recombination of traditional customer classes.” 

199 IOWA ADMIN CODE 20.10(2)b (2015). DG customers – as individuals and as a 

group – do not share a similar usage pattern with customers who do not have 

DG. The energy requirements of customers who do not have DG are supplied by 

the utility; they are “full requirements” customers.5 In contrast, because DG 

customers supply a certain amount of their own energy, they have become 

“partial requirements” customers of the utility. This distinction in usage patterns is 

demonstrated in the graph below, which compares the residential load research 

sample average hourly usage to a sampling of residential DG customer’s hourly 

usage on the residential class peak day (August 27, 2013) and the IPL System  

5 The Federal Energy Regulatory Commission (FERC) has recognized the distinction between full 
and partial requirements customers.  See Commonwealth Edison Co., 15 FERC ¶ 63048, 65243 
(June 3, 1981).  In distinguishing between the subject utility’s (Commonwealth Edison Co. or 
“Edison”) full and partial requirements classes FERC stated:  
 

Separate Rate Schedules for Full and Partial Requirements Customers: There 
are differences between the full requirements customers and the partial 
requirements customers in diversity factors, in coincident load factors and in 
average coincident demands. Because they have their own generating 
equipment, the partial requirements customers are functionally distinguishable 
from the full requirements customers since they can vary their demands on 
Edison's system. As a result, their load patterns do not mimic the Company's, as 
the full requirements customers' load patterns do. Because of the significant 
differences between the full and partial requirements customers, it is necessary 
to have a separate rate schedule for the partial requirements customers. Edison 
therefore must design and submit to the Commission a separate rate schedule 
for the partial requirements customers. 

 
Id. 
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peak day (August 30, 2013).6   

 

As illustrated in the graph, a partial requirements customer still requires 

grid service similar to a full requirements customer. Moreover, partial 

requirements customer peak demand does not decrease overall peak demand 

and, therefore, does not promote lower grid investment costs. The cost of grid 

services and system costs must, consequently, still be captured for all 

customers.   

Proper rate design will ensure that customers choosing DG installations 

can continue to be added to the system, while protecting non-participating 

customers from paying more than their fair share of energy and system costs.  

6 IPL must plan for the peak system demand, accordingly the 2013 data was selected to reflect 
the impact of planning for peak system demand. 
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Proper rate design will also provide greater transparency and clarity of energy 

prices across our customer groups, and provide incentives to customers to 

operate in a more-efficient manner, considering overall total costs.  

 b. Net Metering 

The IPL net metering tariff was initially implemented more than a decade 

ago as an incentive mechanism to increase DG participation.7 IPL had 

approximately 10 customers on a voluntary net metering program when IPL’s 

formal net metering tariff (“Rider Alternative Energy Production” or “Rider AEP”) 

was approved in 2004. The tariff allows for monthly excess generation produced 

from a customer’s DG installation to be credited to the DG customer and carried 

forward to future months. This credit is valued at the full retail rate of the utility 

and netted against the DG customer’s future retail electricity costs.  

The landscape and the economics of the marketplace look considerably 

different today than in the early 2000s when the tariff was first established. The 

number of DG customers has notably increased and the cost of DG installations 

has decreased. Furthermore, customers installing renewable DG after 2010 have 

benefited from a variety of other incentive mechanisms that are still available 

today, such as tax incentives at both the federal and state levels. Despite these 

considerable changes in the marketplace, the net metering incentive has not 

changed materially since it was established in 2004. 

7 “Order Granting Waiver and Approving, with Clarifications, Tariff,” March 8, 2002, p. 13; TF-01-
293, WRU-02-8-156 (2002) (Addressing MidAmerican Energy Company’s (MEC) net metering 
tariff in 2002, stated  that development of small renewable energy facilities is encouraged through 
the use of net [metering].); see also “Order Approving Tariffs with Modification, and Granting 
Waiver,”  January 20, 2004, p. 2; TF-03-180, TF-03-181, WRU-03-30-150 (WRU-99-38-150, 
WRU-99-39-151) (IPL’s subsequent tariff filing references this MidAmerican tariff ruling.) 
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The current rate design and net metering configuration effectively places 

the same value on generation from DG customers as on fully-delivered electric 

services provided by the utility. But the utility, unlike the DG customer, incurs 

costs and provides services related to the electricity it delivers. For example, the 

utility must maintain the distribution system to ensure reliable service for all 

customers but the DG customer does not incur costs to maintain the distribution 

systems. IPL continues to incur costs related to the electric system regardless of 

off-take; such costs under current rate design and net metering configuration are 

then left to be recovered from non-net metering customers via the volumetric 

charge in the service rate. This cost shift is, effectively, a “transfer payment” or 

“cross-subsidization.”   

Moreover, new competitive business models continue to develop in 

reliance on current rate design and net metering configurations, which serves to 

further exacerbate the cost shift between net metering participants and non-

participants. Absent rate design and cost-allocation changes, the impact of the 

transfer payment to IPL’s non-net metering customers will continue to grow as 

additional DG customers install generation.   

2. Reliability and Integrity of the Electrical Grid Must Be Maintained 

While economic sustainability is one concern, maintaining safety and 

reliability of IPL’s electric system for all customers is an equally important 

consideration. Today, certain IPL distribution circuits exceed 25 percent DG 

penetration, which at times causes changes in service delivery costs and 

processes. This means that planning and investment must continue to provide 
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and maintain current reliability, while preparing for the transition to a two-way, 

networked and transactional use of the grid by DG customers. To achieve this 

level of system operation, the total cost of the system will increase adding costs 

via higher rates to all customers, which also intensifies the cross-subsidization 

impact referenced above.  

IPL is now at a critical point in which the assessment of the impact of the 

current net metering tariff on non-generating customers requires specific actions 

to ensure the rates established for net metering services are “just and 

reasonable” and “not unduly preferential or discriminatory”. Iowa Southern 

Utilities Co. v. Iowa State Commerce Commission, 372 N.W.2d 274, 278 (1985) 

(The fundamental requirement of 476.1 et seq. is that all utility rates be 

“reasonable and just”); see also IOWA CODE §§ 476.5, 476.8 (2015). The right 

price signals will ensure economic sustainability and maximum economic and 

social benefit for all IPL customers with the goal to maximize location and 

operation of DG technologies in the integrated electrical service system, while 

fairly allocating costs and benefits. 

B. IPL Action Plan 

In the Board’s Final Order, issued on December 2, 2013, in Docket 

No. EEP-2012-0001, on page 36 the Board stated, 

As noted by IPL, its tariffs and rates were not designed to 
accommodate a significant number of distributed generation 
installations, and such a shift would likely require substantive 
changes to those tariffs and rates to, among other things, protect 
non-participating customers from undue cost shifting.  
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IPL views the integration of DG into the utility system through a multi-

phased approach that is expected to take place over the next 24 months through 

the lenses of customer choice/education, safety and system reliability, the 

economics of net metering, and rate design. Given that the time to act is in the 

near-term, IPL intends to do the following: 

• Phase One: Data Collection and Communication 

• Phase Two: Design and File New DG Tariffs 

• Phase Three: New Options via Pilot Programs 

• Phase Four: 2017 Electric Rate Case 

IPL describes the expectations for each of these phases in its response to Board 

Question 5. 

INQUIRY QUESTIONS 

1.   The Board has offered the following proposed policy goal for 
comment:  
 
To provide a regulatory framework that allows distributed 
generation to grow in an equitable manner that balances 
the interests of regulated utilities and all utility customers.  
 
Comment on the advantages and disadvantages of the Board 
adopting such a policy goal.  
 

Response: 
 
 Establishing a policy goal would be advantageous to provide a framework 

for future action, better align stakeholders’ expectations, and mitigate the risk of 

conflicts and confusion in the future as customers, utilities, and policymakers 

engage in decision-making related to DG integration. 
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 IPL believes the policy goal offered by the Board is generally in alignment 

with IPL’s position on DG. IPL suggests, however, that the policy goal should 

support a long-term, sustainable economic resolution to the cost allocation issues 

outlined in the introduction as well as the continued safety and reliability of the 

electric system. IPL supports the goal of “balancing the interests” as DG is further 

integrated into the utility system, rather than focusing solely on incenting growth 

of DG on the system. Accordingly, IPL proposes the following change:  

To provide a regulatory framework that allows distributed 

generation to grow be integrated into the overall utility system 

in an equitable manner that balances the interests of regulated 

utilities and all utility customers.  

IPL’s proposed change to the Board’s DG policy goal reflects the changes in 

market conditions from 2002 to today, such as: improved technology, lower entry 

costs, and increased customer participation. IPL believes DG will continue to 

grow without tariff-based incentives or subsidies. As such, IPL’s proposed policy, 

as stated above, more appropriately focuses on integrating DG in a manner that 

can continue its growth while ensuring long-term sustainability of that growth 

from a variety of perspectives, including safety, reliability and costs.  

 It is important to note that while the policy statement would provide broad, 

general guidance regarding distributed generation, the need for specific tariff 

filings will remain due to utility and customer specific attributes.   

2.   Would it constitute a "sale" if the Board were to determine that at the 
end of each year, unused kWh credits are to be diverted and used for 
a special cause? 
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Response: 
 

It is not clear at this time whether the transfer of unused kWh credits at the 

end of a year to a special cause would constitute a sale. FERC has determined 

that “no sale occurs when an individual homeowner or farmer (or similar entity 

such as a business) installs generation and accounts for its dealings with the 

utility through netting.”8 However, FERC has also recognized that when an “end-

use customer participating in the net metering program produces more energy 

than it needs over the applicable billing period” it has “made a net sale of energy 

to a utility” and FERC has jurisdiction.9 This is consistent with FERC’s decision in 

the MidAmerican Energy Company case: 

There may be, over the course of the billing period, either a net sale 
from the individual to the utility, or a net purchase by the individual 
from the utility.  Where there is a net sale to a utility, and the 
individual’s generation is not a QF, the individual would need to 
comply with the requirements of the Federal Power Act.  According 
to the Iowa Board, however, facilities which are not QFs rarely, if 
ever, have net billing arrangements with a utility.  When there is a 
net sale to a utility, and the individual’s generation is a QF, the net 
sale must be at an avoided cost rate consistent with PURPA and 
our regulations implementing PURPA.10   

The FERC decisions addressing whether a “sale” occurs in the net 

metering context distinguish between those DG customers who are net 

consumers of electricity and those DG customers who are net-sellers. In the case 

of net consumers of electricity, FERC does not treat net metering as a sale.11 

8 In re: MidAmerican Energy Co., 94 FERC ¶ 61,340, 62,263 (2001). 
9 In re: Sun Edison LLC, 129 FERC 61,146 ¶ 18 (2009).   
10 In re: MidAmerican Energy Co., 94 FERC ¶ 62,263 (emphasis added). 
11 In re: Sun Edison LLC, ¶17, quoting FERC Order No. 2003-A (“Net metering allows a retail 
electric customer to produce and sell power onto the Transmission System without being subject 
to the Commission’s jurisdiction.  A participant in a net metering program must be a net consumer 
of electricity -- but for portions of the day or portions of the billing cycle, it may produce more 
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However, as discussed above, the FERC decisions are much less clear when the 

DG customer produces more electricity than it consumes over a billing period. In 

such case, the electricity generated by the customer and transferred to the utility 

may be considered a sale that must be at an avoided cost rate. 

Some states do allow, by statute or rule, the transfer of unused kWh 

credits at the end of a billing period or other designated period. For example, 

Oregon authorizes by statute the transfer of unused kWh credits on an annual 

basis, to low-income customer funding or other use:  

For the billing cycle ending in March of each year, or on such other 
date as agreed to by the electric utility and the customer-generator, 
any remaining unused kilowatt-hour credit accumulated during the 
previous year shall be granted to the electric utility for distribution to 
customers enrolled in the electric utility’s low-income assistance 
programs, credited to the customer-generator or dedicated for other 
use as determined by the commission. . . .12 

Similarly, Utah authorizes by statute unused kWh credits from net metering 

customers to be transferred to low income funding or another use determined by 

the governing authority: 

At the end of an annualized billing period, an electrical corporation's 
avoided cost value of remaining unused credits described in 
Subsection (3)(a) shall be granted: 

(a) to the electrical corporation's low-income assistance programs 
as determined by the governing authority; or 

(b) for another use as determined by the governing authority.13 

 

electricity than it can use itself. . . .  Since the program participant is still a net consumer of 
electricity, it receives an electric bill at the end of the billing cycle that is reduced by the amount of 
energy it sold back to the utility.” (emphasis added))   
12 ORS 757.300(3)(d). 
13 Utah Code 54-15-104(4).   
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3.   Since the net-metering facility size cap and carry-over provisions 
were established through settlements between the investor-owned 
utilities and the Office of Consumer Advocate, a division of the Iowa 
Department of Justice, should any changes to those provisions be 
addressed via a rule-making docket, or through modification of the 
tariff provisions, or does the forum matter? 

 
Response: 
 

If the Board determines to make changes to the net metering facility cap 

or carry over provisions, either a rule making docket or modification of tariff 

provision may be appropriate, depending on the nature of the changes. A 

rulemaking docket would be appropriate to develop a broad set of principles. The 

fact that the facility size cap and carry over provisions were established in 

settlements more than a decade ago does not have a bearing on this issue. The 

Board made it clear when approving the net metering settlements that one or 

more issues in the settlement may be revisited.14 The Board could “revisit” those 

issues in a rule making or a tariff filing. 

IPL has previously supported the current facility size cap and has also 

supported modification of the carry over provisions to the extent these changes 

support reducing cross-subsidization between customers.15 Such changes could 

help to temper the issues associated with the current rate design and net 

metering configurations. However, the primary focus should remain on directly 

addressing rate design and cost allocation. 

 

14 See In re MidAmerican Energy Company, Order Granting Waiver and Approving, with 
Clarifications, Tariff (March 8, 2002) (“The Board expects that as technology changes and 
additional information is gathered on the impact of net billing, one or more of the issues discussed 
may be revisited.”).  Additionally, much of the underlying data, legal conclusions, and other 
assumptions relied upon by the settling parties will be outdated. 
15 In re: Distributed Generation, NOI-2014-0001, IPL’s “Additional Comments” filed June 24, 
2014, pp 9, 13. 
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4.   If the Board decides to change the cap for eligible net-metered 
facilities, one option would be to allow customers to net meter 110 
percent of their average annual electricity consumption up to 1 MW 
or 2MW. Comment on the short-term and long-term financial impact 
such a change would have on non-DG customers and the utilities. 
Would this have an impact on grid reliability? Would it impact the 
way utilities do their resource and system planning? Identify any 
other concerns associated with this change. 

 
Response: 

IPL is supportive of net metering caps that encourage right-sizing of DG 

systems. However, as discussed below IPL believes that a 1 to 2 MW cap is not 

appropriate. 

Changing Net Metering Cap 

While addressing the cross-subsidization issue is best addressed through 

rate design, IPL recognizes that a cap for eligible net-metered facilities can help 

to encourage customers to properly size their generation facilities. There are 

several points that should be considered with respect to the Board’s proposal. 

First, IPL’s existing net metering tariff has a cap of 500 kW of nameplate 

capacity of the facility. It is not clear that the cap needs increasing given that, 

despite the number of customers on IPL’s net metering tariff, IPL has yet to have 

a customer install DG that, in the aggregate, reaches the current cap of 500 kW.   

Second, the Board’s proposal contemplates doubling or quadrupling this 

cap to 1,000 or 2,000 kW. This could create incentives for customers to oversize 

distributed generation facilities beyond their electricity consumption. In general, 

IPL does not view it appropriate or necessary to use tariffs to provide incentives 

to DG customers, but it is particularly worrisome if the tariff provisions create 

incentives for customers to oversize the DG facilities.  
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Third, the proposal would limit net metering to 110 percent of average 

annual electric usage, which could encourage customers to properly size their 

system. However, the Board’s proposal contemplates two changes from the 

current net metering limit. The proposal suggests an annual cash-out for net 

metering, rather than a monthly cash-out which align better with usage and time-

of-year pricing.  

Fourth, the proposal could create confusion, as the language is subject to 

multiple interpretations. IPL interprets the Board’s reference to “annual electric 

consumption up to 1 or 2 MW” to mean a customer’s load—i.e. demand for 

electricity. For example, a customer with a 1 MW demand could net meter up to 

1 MW of aggregate nameplate capacity, but any annual cash-out would be 

limited to 110 percent of average electrical usage.   

IPL’s current net metering tariff is only applicable to customers who own 

generation and are energy-only billed under IPL’s Residential or General Service 

rate schedules. The monthly usage level of these customers is typically under 

20,000 kWh per month.16 Using that logic, the maximum amount a DG customer 

can net meter is approximately 240,000 kWh annually without the customer 

creating a large carryover balance of kWh. A 1 MW generator would simply need 

an annual capacity factor greater than 3 percent to exceed the annual usage of a 

Residential or Non-Residential General Service customer.  

Further, customers could mistakenly believe that they can choose 

whatever rate schedule they would like simply by installing generation. For 

16 IPL’s Non-Residential General Service tariff states: “Existing customers served under another 
rate schedule or new customers with expected usage less than 20,000 kWh for 12 consecutive 
billing months can qualify for service under this tariff.” 
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example, large demand billed customers could assume they could opt for 

energy-only billing by simply installing renewable generation. This would lead to 

customer complaints challenging the applicability sections of IPL’s base rate 

schedules such as what occurred in Docket No. FCU-03-28.17 

Impact on Grid Reliability 

Increasing the net metering cap from 500 kW to 1 or 2 MW involves 

several technical aspects related to grid reliability and resource planning that 

would need to be addressed. With this increase, production on any single 

distribution level circuit could exceed local load levels forcing backflow to the 

transmission system and thereby creating potential transmission system impacts. 

Also, the increased cap creates challenges to the distribution utility for real-time 

monitoring, and increases overall system power flows as described further below. 

In addition to these reliability concerns, the system would need to become more 

robust to support the greater level of operation and flexibility that would be 

needed as a result of the increased cap. This would increase the total cost of the 

system to all ratepayers.  

The utility has the obligation, as local balancing authority, to match the 

loads and generation. If the additional DG creates timing imbalances that the 

utility must address, the additional cost associated with this balancing should be 

borne by the DG customers creating the imbalances, not by the other, non-DG 

customers. 

The Board should consider mandating “islanding” principles for 

circumstances when the local circuit separates from the rest of the system for 

17 Kinze Manufacturing complaint pertaining to General Service rate schedule eligibility. 
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reasons of liability and damages. If DG is insufficient for load support and creates 

additional damages or system reliability issues then DG owners should maintain 

the responsibility for holding other system users harmless. This is primarily an 

issue as DG continues to grow in scale. If the Board allows larger DG 

applications under higher net metering caps, the size of the DG load could result 

in total output to the system reaching 100 percent as the load and the generation 

would not be matched in real-time. Midcontinent Independent System Operator, 

Inc. (MISO) “islanding” and local balancing authority issues resulting from 

unchecked DG growth will impact utility system reliability and integrity. 

5.   Propose options to address long-term net-metering options as 
discussed in Option 3 in the staff memorandum, such as exploring 
the issue in the context of a rate case. These options should identify 
the associated advantages and disadvantages and also allow for the 
growth of DG while balancing the interests of the regulated utilities 
and all utility customers. 

 
Response: 
 
 DG tariffs should be restructured to consider the grid maintenance and 

development costs incurred by utilities in supporting DG. This restructuring will 

also remove some of the market inefficiencies caused by net metering incentives 

and provide more transparency to customers regarding costs, and a mechanism 

for the utility to address peak demand which is a driving factor for grid 

investments. To accomplish this, IPL proposes a four-phased approach, which is 

discussed in more detail below. 

 Background 

 IPL’s net metering tariff was established over ten years ago to incentivize 

DG growth. Since that time the capital cost of DG systems has decreased 
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considerably, and DG owners are also receiving incentives through other 

avenues such as tax provisions, grants, low-interest financing, and net metering 

rate designs. These factors have contributed to the substantial increase in 

installed net-metered DG capacity in IPL’s service territory, particularly over the 

last three years; the growth is depicted in the bar graph below. This increase in 

adoption of DG has created unintended consequences that are now impacting all 

of IPL’s customers, including those who cannot afford to install renewable 

generation technologies. 

 

 No source of electricity should receive preferential treatment. All of IPL’s 

customers should receive fair and equal treatment in the rates they pay for the 

use of the shared electrical grid and, accordingly, their individual electrical 

services from the grid. Today’s DG rate structures in which fixed costs are 
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recovered via a kWh rate do not reflect recovery of all grid-services costs when 

customers offset a large percentage of their kWh usage, which means those 

customers who do not have DG are being impacted with a larger share of the 

costs. 

 IPL’s Action Plan 

 To supplement IPL’s policy position stated above, IPL provides additional 

detail here on its four-phased approach. IPL expects to meet with and engage 

stakeholders to review and discuss its plans and gather input before making any 

filings with the Board. Please note that aspects of IPL’s four-phased approach 

are concurrent in time. For example, the developments of pilot programs are 

currently in review as well as data collection in order to develop and propose new 

DG tariffs.  

  Phase One: Data Collection and Communication.  IPL has begun 

data collection in anticipation of its next rate case in 2017. In particular, IPL is 

collecting load profile data from existing customers, which will be available for 

further cost allocation and rate design work in the 2017 rate case. IPL expects to 

create a new cost of service class in the next rate case for partial requirements 

customers. 

  Regarding communications, IPL recognizes the importance of 

providing both education and guidance to customers about these issues. IPL 

intends to work with stakeholders (including the Board) to develop such general 

training materials and will continue to work directly with IPL customers interested 

in DG or renewable options. 
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 Phase Two: Design and File New DG Tariffs.   IPL is currently in a 

base rate freeze until 2017; with the growth in DG, IPL wants to ensure 

sustainable DG participation with its near-term activities. To address these issues 

discussed above, IPL believes several activities need to take place in both the 

near-term as well as the long-term. Those near-term activities are as follows: 

• Revise the carryover/banking provision in the current net metering tariff 

(Rider AEP) and cash out excess kWh balances on a monthly basis at 

IPL’s avoided cost; and 

• Freeze the existing net metering tariff (Rider AEP) to current customers at 

current locations, and propose a new three-part tariff (fixed customer 

charge, demand charge and energy charge) applicable to new DG 

installations for residential and non-residential general service customers. 

  Phase Three: New Options via Pilot Programs.  Pilot programs can 

be used to both learn more about DG opportunities and to provide options for 

customers interested in supporting renewables without the need to make a 

physical installation on their property. With this in mind, IPL is considering a 

number of pilot programs including: 

• Reviewing and making changes to the Second Nature™ green-pricing 

program, which allows customers to voluntarily support additional 

renewable generation in the utility’s portfolio; and 

• Developing a community-based solar project that would provide an option 

to customers to participate in DG without an installation on their property. 
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This could fall under the umbrella of a pilot project, which encourages 

sustainable integration of DG into the utility generation portfolio. 

  Phase Four: 2017 Electric Rate Case.  IPL described its plans for 

the 2017 rate case above. Activities that impact either the overall revenue 

requirement or shift costs between customer classes would fall within the scope 

of a rate case proceeding. Therefore, IPL believes the following activities would 

need to take place in the longer-term and within the context of IPL’s next rate 

case in 2017: 

• Development of a partial requirements class for residential and non-

residential general service customers; and 

• Class cost of service assignment of costs to partial requirements classes 

on the basis of established cost allocation principles. 

 IPL’s four phased approach would appropriately allocate costs and 

promote a system where DG can be integrated and maintained over the long 

term, while ensuring safe and reliable service, thereby benefitting all customers. 

6.   Propose options that could be implemented as net-metering pilot 
projects as discussed in Option 4 of the staff memorandum. Identify 
the advantages and disadvantages associated with each potential 
project. For each potential pilot project provide detailed elements 
including, but not limited to, the goal of the project, timelines, 
eligible participants, responsibilities of the utility and participants, 
potential impacts on non-DG customers, an explanation of how the 
proposal meets the specific needs of the utility, how each option 
would meet the objectives expressed in the draft policy goal, and 
possible results. 
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Response: 
 
 IPL is supportive of well-designed pilot projects. IPL is undertaking a load 

research project to collect interval data on its DG customers. This data analysis 

will allow for the assessment of the impact to IPL’s customers of the benefits and 

costs associated with DG. Given that IPL has over 1,000 DG customers with 

more than 1,500 DG systems, the load research project will provide sufficient 

data to support future analysis of the impact of DG on IPL’s system. IPL may 

propose a pilot mechanism to implement net metering tariff changes as 

described in the four-phase approach. 

 IPL is exploring and developing several potential pilot projects. For 

example, as described in the response to Question 5 above, pilots such as 

community-based solar would provide opportunities for customers to participate 

in DG without an installation on their property. Additionally, there may be 

opportunities to review and update IPL’s Second Nature green-pricing program 

under the umbrella of a pilot project.  

  IPL is committed to working with interested parties to explore other pilot 

project opportunities and addresses additional opportunities in the next question.  

7.   Participants should indicate their preferences for addressing net 
metering going forward based on each of the options presented in 
the staff memorandum. Participants should also explain the basis for 
their preferred options and address how their preferred approach 
achieves the draft policy goal. 

 
Response: 
 
 As outlined in responses above, IPL prefers a multi-phased approach, 

which focuses on near-term and long-term solutions to address cost allocation 
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and rate design (including net metering). Throughout this process IPL will focus 

on established rate design and cost allocation principles, customer 

choice/education, customer load research, and potential DG pilot projects to 

provide cost effective customer options without compromising system reliability. 

This multi-phased approach will lead to a sustainable economic solution that 

provides flexibility to send appropriate signals as technology, customer 

participation and needs, and system dynamics evolve.  

Specifically addressing the options presented in the staff memorandum, 

IPL offers the following comments:  

Option 1 – No changes are made to the current net metering policies 

Again, now is the time to act. DG penetration is higher for IPL than for 

other utilities in Iowa, exceeding as much as 25 percent of the load on certain 

circuits. While net metering as part of the current rate design served the initially 

intended purpose of providing a subsidy to incent the growth of DG in Iowa, it is 

no longer appropriate. As guided by the policy goal, an economic solution is 

needed that is sustainable in the long term. 

Option 2 – Make select changes to the net-metering policy   

As discussed in the response to question five, as part of near-term 

activities in proposing rate design changes, IPL proposes to eliminate the 

banking provision to the net metering tariff in favor of a monthly cash-out of 

excess kWh at the avoided cost rate. Eliminating the banking provision is an 

appropriate first step in sustainable rate design solution. Such changes could 

encourage customers to right-size DG systems to their energy needs, and 

 24 



thereby help to temper the issues associated with the current rate design and net 

metering configurations. IPL intends to explore rate design changes rather than 

to increase eligibility for net-metered DG projects under the current format. This 

approach will preserve the reliability and safety of the grid and will continue to 

provide customer choice for both participating and non-participating DG 

customers. 

Option 3 – Explore long term solutions 

IPL supports a solution designed for the long term. As described above, 

IPL has an action plan that is purposed in enabling the long-term, sustainable 

integration of DG leading into the 2017 electric rate case.   

Option 4 – Explore pilot projects 

IPL supports pilot-type solutions that offer the opportunity for more 

research and customer education to take place. As noted above, IPL is pursuing 

pilot options including market research leading to subsequent program updates 

on IPL’s Second Nature green-pricing program and a community solar project. In 

addition, IPL is actively proceeding with a research and customer education solar 

pilot in Cedar Rapids.   

IPL is partnering with Indian Creek Nature Center.  The Nature Center, 

Iowa’s first, promotes environmental education and has been declared a National 

Environmental Study Area by the National Park Service.  The Nature Center is 

building a new outdoor campus and a new, 12,000 square foot building with a 

goal of achieving Living Building Challenge™ certification; a rigorous, 

environmental performance standard. IPL is collaborating with Electric Power 
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Research Institute (EPRI) and Iowa State University on the research design and 

analysis, and the University of Iowa on an educational solar panel display. 

Examples of desired outcomes include: tracking real-time information on the 

Nature Center’s energy uses and sources, understanding smart inverter 

technology, capturing best practices, and sharing these findings via the same 

customer web portal as above, onsite kiosk and informational signage, and 

Nature Center classes.  Dependent upon the Nature Center’s construction 

schedule, IPL expects this solar pilot to be operational summer of 2016. 

CONCLUSION 

As discussed throughout the responses in this inquiry, IPL supports the 

integration of DG into the utility system through a multi-faceted approach that 

focuses on established rate design and cost allocation principles, customer 

choice/education, safety and system reliability, and the economics of net 

metering and rate design. It is time to revisit rate design and net metering to 

ensure economic sustainability for all customers--DG participants and non-

participants alike. As indicated, IPL intends to take near-term actions via tariff 

filings to begin to correct the current imbalance between rate design and net 

metering. IPL will take interim actions to complete customer load research on 

current DG customers and will proceed with work on DG pilot opportunities. 

Finally, IPL intends to complete the transition to a sustainable pricing solution in 

its next rate case. IPL believes this proposed path aligns with the DG policy goal. 
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WHEREFORE, Interstate Power and Light Company requests that the 

Iowa Utilities Board accept IPL’s additional comments to the questions found in 

the Board’s April 30, 2015, Order.   

Dated this 15th day of June, 2015. 

      Respectfully Submitted, 
 
 Interstate Power and Light Company  
 
 By: /s Benjamin M. Clark     

Benjamin M. Clark 
Attorney – Regulatory 
Alliant Energy Corporate Services, Inc.  
200 First Street SE, P.O. Box 351   
Cedar Rapids, IA  52406-0351   
319.786.4686 
benjaminclark@alliantenergy.com 
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