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I. Summary  
 
The Office of Consumer Advocate (OCA), a division of the Iowa Department of 
Justice, filed on behalf of several parties the results of research into net-to-gross 
(NTG) ratios that could be applied to the energy savings results of the investor-
owned utilities’ (IOUs) energy efficiency programs.  The report was filed in 
compliance with prior Utilities Board (Board) orders in various energy efficiency 
dockets.  The filing requested additional opportunity for the parties to present 
their views on the manner in which the recommendations contained in the report 
will be applied to comply with the Board’s order.  Staff recommends that the 
Board issue the attached draft order which allows the parties to present their 
views on this matter.  
 
II. Background  
 
The Board issued orders1 approving the most recent energy efficiency plans for 
Interstate Power & Light Company (IPL), MidAmerican Energy Company 
(MidAmerican), and Black Hills/Iowa Gas Utility Company, LLC, d/b/a Black Hills 
Energy (Black Hills).2  In those orders the Board approved the settlement of the 
  

                                            
1
 The orders were dated December 2, 16, and 17, 2013. 

2
 The corresponding docket numbers are:  EEP-2012-0001, EEP-2012-0002, and  

EEP-2013-0001. 
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NTG issue which dealt with the implications of, and considerations to be given to, 
implementing NTG ratios other than 1.0 for specific programs.3 
 
The Settlement Agreements provided for a collaborative review of NTG by the 
IOUs and interested stakeholders.  The collaboration formed an Oversight 
Committee that included the IOUs, OCA, and the Environmental Intervenors 
which included the Iowa Environmental Council and the Environmental Law and 
Policy Center. 
 
On November 25, 2015, OCA on behalf of the Oversight Committee filed the 
“Iowa Energy Efficiency Net-To Gross Report” (NTG Report) completed by 
Navigant Consulting, Inc.  The NTG Report provided information and context to 
be considered when making decisions related to the future of NTG research and 
the value of NTG for Iowa.  The NTG Report also provided guidance and 
recommendations for developing Iowa’s NTG research plan and approach to 
applying the results of NTG research. 
 
On April 8, 2016, the Board issued an “Order Requesting Net-to-Gross Research 
Plan” which required the NTG Oversight Committee to draft a plan for the NTG 
research that would be coordinated with work done on the Technical Reference 
Manual and the joint Assessment of Potential. 4  The order also said that NTG 
ratios should be incorporated in the 2019-2023 energy efficiency plans with the 
utilities reporting both NTG savings values to preserve comparability with 
historical savings. 
 
On September 1, 2016, OCA filed a “Net-to-Gross Plan” on behalf of the NTG 
Oversight Committee.  The plan said Dunsky Energy Consulting (Dunsky) would 
perform research to determine NTG values as part of the joint Assessment of 
Potential study conducted to support the 2019-2023 energy efficiency plans and 
the IOUs would coordinate individual research as part of their evaluation, 
monitoring and verification (EM&V) plans.  The cost5 for the NTG research to be 
completed by Dunsky was split among the IOUs. 
 
OCA, in consultation with the NTG Oversight Committee filed Dunsky’s “Iowa 
Gas and Electricity Potential Study Net-to-Gross Research Final Report,” (Final 
NTG Report) with the Board on September 1, 2017.  The filing requested 
additional opportunity for the parties to present their views on the manner in 

                                            
3
 A NTG ratio of 1.0 generally implies that the effects of free ridership and spillover cancel each 

other out.  Free ridership reduces gross savings by accounting for savings that likely would have 
occurred without energy efficiency programs.  Spillover increases gross savings by accounting for 
savings that occur outside the energy efficiency program but were likely induced by energy 
efficiency program. 
4
 The Assessment of Potential is a study conducted by the utilities to determine amount of 

potential for energy and capacity savings available from actual and projected customer usage by 
applying commercially available technology and improved operating practices to energy-using 
equipment and buildings. 
5
 The total cost for the NTG research was $230,105. 
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which the recommendations contained in the Final NTG Report will be applied to 
comply with the Board’s April 8, 2016, order. 
 
III. Legal Standards 
 
199 Iowa Administrative Code (IAC) 35.8(2) 
 
35.8(2)(c)  The estimated annual energy and demand savings for the plan and 
each program for each year the measures promoted by the plan and program will 
produce benefits. The utility shall estimate gross and net capacity and energy 
savings, accounting for free riders, take-back effects, and measure 
degradation.  (Emphasis added.) 
 
IV. Analysis 
 
According to 199 IAC 35.8(2)(c), the utilities must “estimate gross and net 
capacity and energy savings, accounting for free riders, take-back effects, and 
measure degradation.”  Staff notes that the utilities have met this requirement by 
relying on a NTG ratio of 1.0 for previously filed energy efficiency plans.  This 
NTG ratio was based on research conducted as part of the utilities’ previous joint 
Assessment of Potential studies.6  The current review of the NTG issue allows 
the parties and the Board to address the future implementation of the NTG 
results outside the 2019-2023 energy efficiency plan dockets. 
 
Dunksy’s Final NTG Report outlined the strategies used to develop NTG ratios 
for the utilities’ energy efficiency programs which included primary research7, 
secondary research8, and deemed values.9  Primary research was used for three 
programs which account for a large share of the IOU’s portfolio expenditures and 
savings while secondary research was used for seven programs that account for 
a smaller share of the IOU’s portfolio expenditures and savings.  Finally, deemed 
values were used for those programs that have a very small contribution to the 
IOU’s overall savings and/or programs that focused on low-income customers. 
 

                                            
6 “Primary research was done for the, “Assessment of Energy and Capacity Savings Potential in 

Iowa Volume 2:  Free Riders and Spillover – A Look Back, A Path Forward”, Global Energy 
Partners and Quantec, July 25, 2002.  Additional research was conducted for, “The Assessment 
of Energy and Capacity Savings Potential in Iowa,” Quantec, February 2008 and “The 
Assessment of Energy and Capacity Savings Potential in Iowa,” The Cadmus Group, Inc., 
February 28, 2012.  
7
 Primary research employed participant surveys to gather data necessary to estimate free 

ridership and participant spillover and calculate NTG ratios.   
8
 Secondary research reviewed program information from the Iowa IOUs and NTG studies 

conducted for similar programs in a variety of jurisdictions that used commonly-accepted NTG 
methods. 
9
 For programs with deemed values, the Final NTG Report continued to use a deemed value of 

1.0. 
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According to the Final NTG Report, the primary research found moderately high 
levels of free ridership that result in NTG ratios ranging from 0.43 to 0.53 for the 
residential prescriptive programs and 0.44 to 0.69 for the nonresidential 
programs. 
 
Dunsky’s Final NTG Report recommended the following NTG ratios based on the 
secondary research conducted: 
 

Program Recommended NTG ratio values 

Residential Appliance Recycling 
0.55 – refrigerators, freezers, and window air 

conditioners 
1.0 – leave behind CFLs 

Residential Assessment 
0.76 to 1.00 – depending on the direct install 

measure 

Residential New Construction 0.80 

Upstream Lighting 0.42 – CFLs and 0.40 – LEDs 

Nonresidential New Construction 0.75 

Commercial Energy Solutions 
0.92 – Direct-install measures 
0.78 – Retro-commissioning 

Industrial Partners 0.83 

 
Deemed values of 1.0 were recommended for the following programs:  low-
income programs, multifamily programs, residential HVAC tune-up, business 
assessments, agriculture, nonresidential evaluation, and nonresidential low-
income. 
 
The Final NTG Report found several programs (residential behavior program, 
residential direct load management/control, and nonresidential interruptible/load 
management) that produce net savings.  NTG research was not necessary for 
these programs. 
 
Although the outcome of the NTG research and the resulting NTG ratios were not 
known, the Board’s April 8, 2016, order specified that the NTG ratios developed 
are to be incorporated in the next energy efficiency plans (i.e. the 2019-2023 
plans) but that the utilities should report both NTG savings values to preserve 
comparability with historical savings estimates.  The intention was that the 
utilities would report savings based on the current NTG ratio of 1.0 and also 
based on the NTG values developed through this NTG research to allow 
stakeholders to compare savings achieved in the 2019-2023 energy efficiency 
plan with that of savings achieved in prior plans. 
 
In the September 1, 2017, filing, the parties requested an opportunity to present 
their views on how the recommendations from the Final NTG Report should be 
applied to comply with the Board’s order.  Based on the Final NTG Report, staff 
observes that the NTG ratios resulting from the primary research may 
significantly reduce the savings reported by the utilities and may likewise impact 
the cost-effectiveness of these programs.  The NTG ratios derived from the 
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secondary research will likely reduce the savings reported by the utilities, 
specifically the savings for the Upstream Lighting program.   
 
Staff believes the parties should be allowed to comment on the results of the 
NTG research and the related research methodologies.  The parties can provide 
valuable insight about the resulting NTG ratios and the impact these results may 
have on the 2019-2023 energy efficiency plan savings goals and cost-
effectiveness.  The utilities can also compare these NTG results with information 
from their EM&V results.  Staff recommends the Board allow the parties to 
provide comments related to:  1) the NTG findings and recommendations; 2) how 
the NTG ratio values should be applied; 3) what consideration should be given to 
NTG findings from the utilities EM&V studies; and 4) how often NTG research 
should be conducted. 
 
V. Recommendation  
 
Staff recommends that the Board issue the attached draft order which allows the 
parties to present their views on the manner in which the recommendations in the 
“Iowa Gas and Electricity Potential Study Net-to-Gross Research Final Report” 
should be applied. 


