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STATE OF IOWA 
DEPARTMENT OF COMMERCE 

BEFORE THE IOWA UTILITIES BOARD 
 

 
IN RE: 
 
MIDAMERICAN ENERGY COMPANY 
 

 
 
 
          DOCKET NO. EEP-2018-0002 

 
 

OFFICE OF CONSUMER ADVOCATE REPLY BRIEF 
 

The Office of Consumer Advocate (OCA), a division of the Iowa Department of Justice, 

submits this Reply Brief in accordance with the briefing schedule established at the conclusion of 

the November 19, 2018 hearing.  OCA’s Initial Brief addressed in detail why the Iowa Utilities 

Board (Board) should find that MidAmerican Energy Company’s (MidAmerican) proposed 

Energy Efficiency and Demand Response Plans, as modified by the Settlement Agreement, is 

reasonable and consistent with the public interest, and should be approved.  OCA’s Reply Brief 

responds to arguments raised by the Iowa Business Energy Coalition (IBEC), and explains why 

MidAmerican’s proposed Demand Response Plan is reasonable and consistent with the law and 

public interest and why IBEC’s recommendation to retain current interruptible credit levels for 

the nonresidential interruptible program should not be adopted.        

I. MIDAMERICAN’S PROPOSED REDUCTION IN INTERRUPTIBLE AND 
DEMAND RESPONSE CREDIT LEVELS IS REASONABLE AND SUPPORTED 
BY SUBSTANTIAL EVIDENCE. 
 
MidAmerican proposes that the incentive payment (“credit”) for the Nonresidential Load 

Management program be reduced from $46 to $30 per kW, and the seasonal credit paid to 

Residential Direct Load Control customers be reduced from $30 to $20 per season.  IBEC 

contends that the nonresidential interruptible credit reduction is unreasonable, untested and 

unsupported by substantial evidence.  IBEC’s primary complaint is that the reduced interruptible 
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credit will result in lower participation.  (IBEC Post-Hearing Brief at 3-6).  Therefore, IBEC 

contends, the incentive should be maintained at the current level so that the participation rate 

remains constant.  While IBEC cites to various sources which indicate that customers may re-

evaluate their ongoing participation in the nonresidential interruptible credit program if the credit 

is reduced, it provides no evidence that any current participants would discontinue participation.  

(Tr. 148:15-20; Tr. 170:3-7).  Moreover, as discussed below, MidAmerican has the ability to 

quickly address any issues that may arise with respect to the amount of interruptible capacity 

enrolled in its program.    

MidAmerican’s proposed credit is supported by appropriate analysis and substantial 

evidence.  The methodology for calculating the interruptible credits is set forth in OCA Hearing 

Exhibit 1, (MidAmerican response to IBEC-Data Request 6), and was also explained at hearing 

by MidAmerican witness Hosch:   

We looked at a 10-year period of capacity value, where we started 
with a capacity value that represented a MISO market capacity 
value and bridged that over a 10-year period to the economic value 
of a combustion turbine.  That was just a straight-line bridge. 

 
We averaged the five years of that bridge that represents the five 
years of this plan, 2019 to 2023, and came up with a capacity 
value. 

   
The capacity value was then discounted slightly to account for the 
actual amount of peak load reduction that can be expected by 
calling a curtailment event. 

 
(Tr. 154-155).  OCA supports MidAmerican’s proposed changes to reduce the Interruptible Load 

and Direct Load Control credits because capacity market prices show that short term capacity 

costs are lower and this cost reduction should be reflected in interruptible credit levels.  (Munoz 

Direct at 20-21; Munoz Reply to Intervenors at 3).  MidAmerican does not anticipate any 

capacity deficits until 2032, and MidAmerican plans to meet any capacity shortfalls through 
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offsets from incremental energy efficiency and purchases from the MISO market.  (Hammer 

Direct at 7-8).  Therefore, the MISO capacity market rates are an appropriate benchmark of 

avoided cost and should be given significant weight in the determination of interruptible credit 

levels, as MidAmerican has done.      

MidAmerican has many years of experience operating this program and does not expect 

the reduced incentive payments to reduce long term participation in the demand response 

programs.  (Hosch Direct at 10-11; Tr. 162; Munoz Reply to Intervenors at 4-5.).  It is reasonable 

to conclude that a reasonable credit level will continue to attract desired levels of interruptible 

program participation over the long term.  Some customers may drop from the program, but 

other new customers may join.  (Tr. 162-163).   MidAmerican does not anticipate needing 

additional capacity during the course of the 5-year Plan.  (Hosch Direct at 10; Hammer Direct at 

7-8).  If MidAmerican finds that it needs to adjust the credit levels, it can file for such changes at 

any time.  This provides MidAmerican flexibility to respond to market and economic changes 

over time to obtain interruptible program participation at desired targets.  (Hosch Reply at 5).     

II. MIDAMERICAN’S DEMAND RESPONSE PLAN AND BUDGETS ARE 
REASONABLE AND CONSISTENT WITH IOWA LAW.   

 
 The total budget for the Nonresidential Load Control program is $43,258,750 over the 

five-year plan.  (Appl. Exh. 1, p. 76).  Residential and Nonresidential customers pay for 

MidAmerican’s Nonresidential Interruptible program.  (MEC Hosch Direct at 10).  The 

reductions in credit level and budget for the demand response programs ensure that customers 

are not overpaying for demand response benefits.  (Tr. at 162:3-6).  The Proposed Energy 

Efficiency Plan and Demand Response Plan achieve a positive 1.0 ratepayer impact benefit-cost 

result.  (MidAmerican Hearing Exhibit 101).  As explained above, IBEC’s concerns about losing 
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interruptible program participants are unfounded.  Should MidAmerican experience changes in 

market, participation levels, or capacity needs, it can modify its plan to address these changes. 

IBEC requests that the Board reject the Energy Efficiency Plan proposed by 

MidAmerican, or modify it to maintain interruptible credits at their current levels.  (IBEC Brief 

at 9).  Retaining the program at current credit levels would cost $57.5 million (Stephens Supp. 

Surrebuttal at 3), an increase of more than $14 million over the $43.3 million proposed budget.  

MidAmerican is imposing significant budget cuts to all of its energy efficiency and demand 

response programs.  (Tr. 21-22).  It would be unreasonable to retain current interruptible credit 

levels, as IBEC recommends, when capacity market prices indicate that a lower credit is 

appropriate and viable, especially when all other programs are experiencing significant budget 

reductions.  MidAmerican has appropriately decided to limit spending on this program to an 

amount that is reasonable and necessary to achieve desired levels of interruptible capacity.  The 

proposed spending for this program is less than the 2% budget allowed for demand response 

spending under Senate File 2311 because MidAmerican expects to achieve desired levels of 

participation at lower cost.  To spend more than reasonable and necessary on demand response 

incentives would be wasteful, incompatible with the public interest, and inconsistent with the 

cost-conscious purposes expressed by MidAmerican and contemplated in Senate File 2311.  

(OCA Initial Brief at 7-8).   
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CONCLUSION 

The Board should find that MidAmerican Energy Company’s proposed Energy 

Efficiency and Demand Response Plans, as modified by the Settlement Agreement, are 

reasonable and consistent with the public interest, and should be approved. 

       Respectfully submitted, 
 
       Mark R. Schuling 
       Consumer Advocate 
 
 
       /s/ Jennifer C. Easler                                       
       Jennifer C. Easler 
       Attorney 
 
       1375 East Court Avenue 
       Des Moines, Iowa 50319-0063 
       Telephone: (515) 725-7200 
       E-mail:  IowaOCA@oca.iowa.gov  
 
       OFFICE OF CONSUMER ADVOCATE 
 
 
 

Filed with the Iowa Utilities Board on January 4, 2019, EEP-2018-0002

mailto:IowaOCA@oca.iowa.gov

