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(Issued December 23, 2015) 

 
 On November 24, 2015, Black Hills/Iowa Gas Utility Company, LLC d/b/a 

Black Hills Energy (BHE), filed with the Utilities Board (Board) a request for approval 

of tariff and other relief, which BHE states is a "request for approval of tariffs that 

establish minimum safety standards for farm taps as a condition of service and 

creation of a mandatory testing program; utility replacement and ownership of 

customer-owned natural gas service lines; authorization for recovery of replacement 

capital costs; and request for an accounting order to defer testing costs until the 

company's next general rate case."   

 On December 10, 2015, the Office of Consumer Advocate (OCA), a division of 

the Iowa Department of Justice, filed an objection and requested that this matter be 

docketed for further investigation. 
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BACKGROUND OF BHE FARM TAPS  

 In the pleading, BHE explains that a "farm tap" is an outlet connected to an 

interstate pipeline consisting of a riser and valve.  The riser is connected to the 

interstate natural gas pipeline and the interstate pipeline company normally owns 

above ground assets that are above, or downstream of the riser, including several 

pressure regulators to reduce the high pipeline pressure to the lower pressure 

necessary to serve the farm tap customer, and a measurement meter.  The farm tap 

customer normally owns all assets downstream of the pipeline tap assets, including a 

device to inject odorant into the natural gas stream and the fuel line, sometimes 

called the service line, to the premises.  At the farm tap customer's facilities, whether 

a residence or other facility, another regulator reduces the pressure before the gas is 

consumed. 

 BHE explains that farm taps are usually granted to customers as part of an 

easement negotiated by the interstate pipeline company.  BHE normally owns no 

assets at the site of farm taps, but does provide services to Northern Natural Gas 

Company (NNG) farm taps pursuant to a 1987 agreement.  BHE also has additional 

responsibilities for farm taps, depending on safety standards and state regulatory 

requirements.  BHE serves the vast majority of NNG farm taps in Iowa.  BHE 

provided a map of the farm tap locations as Exhibit 1 to the pleading. 

 BHE's pleading includes a summary of the history of farm taps that are the 

subject of the 1987 agreement.  The 1987 agreement was entered into by Peoples 

Natural Gas Company, a predecessor several times removed from BHE, and NNG.  
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The services that BHE is obligated to provide under the agreement are:  (1) respond 

to farm tap gas leaks; (2) respond as a third-party contractor to customer needs 

related to appliance purchase or service, fuel line or irrigation equipment, sales of 

materials and consultation on installation and repair of customer facilities; (3) 

maintain farm tap odorizers and check delivery pressure; (4) record meter readings, 

bill customers, and collect amounts due; (5) lock or read farm tap customer meters at 

NNG's request; (6) respond to customer requests for appliance relights; (7) total, 

report, and account to NNG for volumes delivered; (8) initiate requests for new farm 

tap sales facilities and revisions, and for terminations and removals; and (9) comply 

with state regulations.  The 1987 agreement terminates on May 31, 2017.  BHE 

currently serves approximately 1,558 farm tap customers in Iowa. 

 BHE explains that safety standards have changed since the 1987 agreement 

was executed.  In 2007, an advisory was issued by Board Safety and Engineering 

staff on farm tap odorometer tests, concluding that the then existing practice did not 

meet safety standards established by the Pipeline and Hazardous Materials Safety 

Administration (PHMSA) in 49 CFR 192.625.  BHE agreed to take additional action 

which includes meeting with customers prior to a leak survey and odorometer test to 

determine:  (1) which buildings have natural gas service; (2) where the service lines 

are located; (3) whether there have been changes to the line since the line was 

installed; and (4) whether the customer has any knowledge regarding the quality of 

the service line.  BHE agreed to leave an inspection report with the customer, fuel 
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line safety information, and a hazardous condition letter, where appropriate.  BHE 

files an annual report regarding these customer meetings.   

 After seven years of testing and customer meetings, BHE is of the opinion that 

there are no available records on customer-owned lines to reliably establish the age, 

material, location, or maximum allowable pressure of the customer-owned fuel lines.  

BHE states that over 90 percent of the lines are not capable of being located for 

excavation and current farm tap customers have little knowledge about the fuel lines.  

This lack of knowledge about the fuel lines makes surveying by BHE technicians 

difficult since the lines cannot be located.  BHE technicians have also found leaks in 

pipe materials that do not meet current safety code requirements. 

 BHE explains that farm tap customers are sales customers and in the 

pleading BHE provides information regarding the number of farm tap customers, 

volumes, and margin revenue from 2012, 2013, and 2014.  The length of the fuel 

lines can vary from a few yards to over a mile and the farm tap customers are 

located throughout Iowa along the NNG pipeline system.   

 BHE states that farm tap customers do not have the same conditions of 

service or rights and responsibilities as customers located on BHE's distribution 

system.  BHE system customers are subject to safety standards and service can be 

refused or disconnected for violations of safety standards.  Since BHE does not own 

any facilities or property at the farm tap locations, BHE states it cannot always gain 

access to inspect the facilities to determine if those facilities meet safety standards.  

BHE describes other differences between system customers and farm tap customers 
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that present unique challenges, including the rural location of the farm taps.  As part 

of the request, BHE seeks to treat farm tap customers the same as all other BHE 

natural gas system customers. 

 
BHE PROPOSALS 

 BHE proposes solutions to the issues described above regarding providing 

natural gas service to farm tap customers.  BHE's main concern is that service is 

provided in a safe manner and service lines meet current safety requirements.  BHE 

proposes a plan and has attached as Exhibit 2 proposed tariff sheets to implement 

the plan.  BHE's proposal is detailed in the proposed tariff, which is attached to this 

order and incorporated herein by reference.  The proposed tariff establishes 

conditions of service for farm tap customers regarding:  (1) compliance with safety 

standards; (2) right-of way standards in BHE tariff sheet 59; (3) mandates safety 

testing by BHE; (4) authorizes a line replacement program; and (5) clarifies BHE and 

farm tap customer liability for farm tap fuel lines. 

 BHE states that it considered other solutions; however, those solutions did not 

sufficiently address the safety issues to BHE's satisfaction.  BHE states that the 

better solution is for BHE to replace and own the farm tap service lines that fail safety 

inspections.  BHE states that it will consider discontinuing service to farm tap 

customers unless BHE can test and own the service lines.  BHE estimates the 

annual cost to perform pressure tests on 275 farm taps annually is approximately 

$140,000.  BHE proposes to hold these costs in a regulatory asset account until 
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BHE's next general rate case, at which time BHE will seek recovery of the costs.  In 

addition, BHE requests that the capital investment costs be included for recovery 

through the current capital infrastructure investment automatic adjustment 

mechanism established in 199 IAC 19.18.  BHE estimates the total cost to replace 

farm tap fuel lines is $12 million.  BHE proposes to include these investments in rate 

base and assign approximately one half of the associated revenue requirement to 

the general system, while the remaining costs would be assigned to the farm tap 

customers whose lines are being replaced.  BHE would create a separate class for 

farm tap customers and allocate capital costs of line replacements. 

 The allocation proposed by BHE would provide that the plant related to the 

first 1000 feet of fuel line replaced would be allocated to all customer classes, except 

Super Large Volume, using the general plant allocation factor.  BHE estimates the 

monthly customer impact on General Service customers would be approximately 

$.03 for the first year of replacements, assuming $1 million of replacement capital.  

The remaining plant would be directly assigned to farm tap customers that have lines 

replaced and the charges would be increased to reflect the length of the line 

replaced.  BHE proposes to increase farm tap customer charges slightly for every 

500 feet of service line replaced.   

 Other solutions considered by BHE would have discontinued natural gas 

service to farm tap customers, which would have resulted in a loss of revenue of 

approximately $871,000 in annual margin, accelerated the need for a rate case, and 

raised other customers' rates.  This would also have eliminated natural gas service to 
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approximately 1,558 farm tap customers.  BHE did not consider this solution 

reasonable.  BHE considers extending the NNG agreement as a partial solution; 

however, just extending the agreement would not address the safety issues.  BHE 

considers the safety issue to be of paramount importance and only by shifting 

ownership to BHE will those safety concerns be addressed. 

 
OCA OBJECTION 

 OCA summarizes the requests and proposals made by BHE regarding farm 

tap service and states that recovery of any costs associated with the farm tap 

replacement outside of a general rate case proceeding is single issue ratemaking.  

OCA states that there is no cost of service study to support the allocation of fuel line 

replacement costs to non-farm tap customers and no way to recover any costs the 

Board may find unreasonable if the costs are recovered through the capital 

infrastructure investment automatic adjustment mechanism.  OCA also points out 

that the BHE proposal to increase the monthly service charge for farm tap customers 

does not comply with statutory notice requirements.  OCA requests that the BHE 

proposals be rejected at this time and the matter be docketed for further 

investigation. 

 
BOARD DECISION 

 The Board recognizes that the issue of the safety of farm tap service lines is a 

concern to BHE and should also be a concern to farm tap customers.  Many of these 

lines have been in the ground for many years and are of unknown location and 
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material.  The proposal by BHE is the beginning of a process that could end in a 

solution to the safety issues while still maintaining natural gas service for some, if not 

all, current farm tap customers.  Since the proposal by BHE, as pointed out by OCA, 

involves not only the replacement of customer-owned fuel lines that are found not to 

meet current safety regulations, but also proposes costs that are to be allocated to 

non-farm tap customers, the Board will docket this matter for further consideration. 

 Since the proposed tariff sheets included in Exhibit 2 to the pleading have an 

effective date of December 24, 2015, the Board will assign a tariff number and 

suspend those proposed tariff sheets.  This will remove any appearance that those 

sheets might become effective on December 24, 2015. 

 Finally, the Board will require BHE to send a notice to each farm tap customer 

that is affected by this proposal.  The notice shall include a summary of the proposal 

and the Board’s contact information.  The notice shall be provided to Board staff for 

review.  This order also sets an intervention date for any of those customers, or other 

interested persons, to intervene in this proceeding.  After the intervention date the 

Board will schedule a workshop, or workshops, for all parties to meet and address 

the issues raised by BHE's proposal and to offer suggested modifications or 

alternative proposals.  The Board will determine the location of the workshop, or 

workshops, once the intervention date has passed.  An agenda for the workshop will 

be sent to the parties prior to the workshop.  After the workshop, the Board will 

establish a procedural schedule, if necessary, including a hearing.  
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ORDERING CLAUSES 

 IT IS THEREFORE ORDERED: 

 1. The proposed tariff sheets filed on November 24, 2015, by Black 

Hills/Iowa Gas Utility Company, LLC d/b/a Black Hills Energy, as Exhibit 2, attached 

to this order and incorporated in this order by reference, will be identified as           

TF-2015-0352 and the tariff sheets are suspended for further review. 

 2. The pleading filed by Black Hills/Iowa Gas Utility Company, LLC d/b/a 

Black Hills Energy, on November 24, 2015, is docketed for further investigation and 

review. 

 3. Black Hills/Iowa Gas Utility Company, LLC d/b/a Black Hills Energy, 

shall send a notice to all farm tap customers identified on Exhibit 1. 

 4. Interventions in this docket shall be filed on or before January 11, 2016. 

     
 UTILITIES BOARD 

 
 
 
        /s/ Geri D. Huser                                 
 
 
 
        /s/ Elizabeth S. Jacobs                       
ATTEST: 
 
 
  /s/ Trisha M. Quijano                           /s/ Nick Wagner                                   
Executive Secretary, Designee 
 
Dated at Des Moines, Iowa, this 23rd day of December 2015. 
 


