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Introduction 

On July 9, 2018, MidAmerican filed its Application for its next Energy Efficiency Plan.  

In its plan, MidAmerican proposed to sharply reduce its Nonresidential Load Management 

Program’s (the “Program”) annual interruptible credit from the current rate of $46 per kW to a 

mere $30 per kW—a 35% reduction.  [Amanda Hosch Direct Testimony (“Hosch Direct”) at 

10:14-16.]  MidAmerican maintains that the sharp reduction in the credit will not reduce 

Program participation.  As a result, MidAmerican projects the Program’s benefits—which far 

exceed the Program’s costs—using current participation rates.  These projected benefits allow 

MidAmerican to maintain that the Energy Efficiency Plan will be cost effective and will have a 

rate-payer impact greater than 1.0.  A reduction in Program participation, on the contrary, would 

threaten those benefits, and cast doubt on the Energy Efficiency Plan’s cost effectiveness. 

MidAmerican’s assumption that participation rates will remain at current levels following 

a 35% credit reduction is unrealistic, and is belied by both common sense and the evidence in 

this case.  Accordingly, as set forth below, the Iowa Business Energy Coalition (“IBEC”) 

contends that (1) MidAmerican’s proposed curtailment credit reduction is inappropriate and not 

supported by substantial evidence; (2) MidAmerican’s proposed Plan is inconsistent with Iowa 
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law, including the new provisions in SF 2311; and (3) MidAmerican’s demand response budget 

is inappropriate.  

Standard of Review 

The Iowa Utilities Board (the “Board”) has the authority to “approve, reject, or modify” 

an energy efficiency plan.  Iowa Code § 476.6(15)(c)(3).  The Board must determine whether an 

energy efficiency plan is cost-effective before approving it.  Iowa Code § 476.6.  An energy 

efficiency plan’s cost-effectiveness, in turn, is based on the societal test, total resource cost test, 

utility cost test, rate-payer impact test, and participant test.  Id.   

The Board’s factual determinations must be supported by “substantial evidence”— the 

quantity and quality of evidence that would be deemed sufficient by a neutral, detached, and 

reasonable person.  Iowa Code Ann. § 17A.19.  The Iowa Code further provides that a finding 

“shall be based upon the kind of evidence on which reasonably prudent persons are accustomed 

to rely for the conduct of their serious affairs.”  In Re: Heartland Divide Wind Project, LLC, E-

22384, 2018 WL 4491159, at *3 (Sept. 14, 2018) (citing Iowa Code § 17A.14(1)).  Previously, 

the Board has found that “any changes to the interruptible credit levels should not be made 

lightly or without appropriate analysis.”  In Re: Interstate Power & Light Co., EEP-2012-0001, 

2013 WL 6383108, at *21 (Dec. 2, 2013).  As set forth below, MidAmerican’s proposed change 

in the interruptible credit has been made lightly and without appropriate analysis, and should be 

rejected because: (1) the proposed curtailment credit is unreasonable, untested, and is not 

supported by substantial evidence; (2) MidAmerican’s proposed Energy Efficiency Plan is 

inconsistent with Iowa law; and (3) the proposed demand response budget is inappropriate 

because it is far too low. 
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Argument 

I. MidAmerican’s Proposed Curtailment Credit Reduction is Unreasonable, Untested, 
and Unsupported by Substantial Evidence. 

 
MidAmerican’s proposed curtailment credit reduction is unreasonable, untested, and 

unsupported by substantial evidence.  MidAmerican acknowledges that with the current annual 

incentive of $46/kW, the Nonresidential Load Management Program has the desired 

participation rate.  [Hearing Transcript (“Tr.”) at 145:1-4.]  As a result, the Nonresidential Load 

Management is “robust, well utilized, and stable.”  [Hosch Direct at 11].  This is strong evidence 

that the current incentive should be maintained so that the participation rate remains constant.  

MidAmerican contends that a 35% reduction in the incentive will not affect the 

participation rate.  But MidAmerican conducted no analysis to determine the link between the 

participation rate and the credit.  For example, MidAmerican did not build a model that would 

show how a 35% reduction in the credit would affect customer participation rates.  [Tr. at 

147:15-18.]  MidAmerican did not hire any outside consultants who determined that a 35% 

reduction in the credit would not decrease participation.  [Id. at 147:19-22.]  And MidAmerican 

did not receive any correspondence from customers suggesting that a reduction of the credit 

would not reduce the participation rate.  [Id. at 148:10-20.]  Indeed, the evidence demonstrates 

that the opposite of these is true. 

 MidAmerican speciously maintains that historical data shows that customer participation 

in the Program is not linked to the amount of the credit.  In reality, MidAmerican has produced 

data over a 21-year period that shows it is proposing to take the historically unprecedented step 

of decreasing the interruptible credit by 35%.  Over the past 21 years, MidAmerican’s annual 

curtailment credit has never been less than $35/kW.  [IBEC Hearing Exhibit 103.]  That historic 

rate—last provided in 1998—is $5 higher than the rate MidAmerican now proposes.  The 
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historical data reflects only one drop in the credit—a decrease from $38.66/kW in 2000 to 

$36.55/kW in 2001.  Thus, MidAmerican’s historical data show only that its proposed credit 

reduction is historically unprecedented.  The data provide no support for MidAmerican’s 

argument that current participation levels will be maintained if the credit is slashed. 

 The evidence shows that a reduction in the credit will decrease participation in 

MidAmerican’s Nonresidential Interruptible Program.  Tetra Tech, MidAmerican’s hired 

consultant, conducted an analysis of the Program for Plan year 2017.  Tetra Tech reported that 

“[t]he incentive was a key motivator” for program participants.  [IBEC Hearing Exhibit 104 at 

ix.]  Tetra Tech noted that it had completed “11 in-depth participant interviews” of Program 

participants in March and April of 2018.  [Id. at 13.]  “All respondents indicated that the 

incentive was their major driver for participation . . .”  [Id. at 26.]  Some participants reported 

that the incentive was merely at a “’break-even’” level.”  [Id.]  One customer reported: 

“Financial incentive covers our cost.  At this time, it still does, but if that changes, we might not 

be able to participate.”  [Id.]  The report notes that six respondents stated that they will likely 

continue to participate in the program, but only so long “as it is still financially feasible.”  

Remarkably, “five respondents indicated that a decrease in the incentive amount might impact 

their participation and they would have to assess if participating still makes sense.”  [Id. at 27.]  

Thus, all 11 customers that were surveyed stated that their continued participation in the Program 

was dependent on the Program’s financial incentive.   

 The testimony of Samuel Harper, Regional Energy Manager for Gerdau Steel North 

America, also shows that a 35% decrease in the incentive will likely reduce the Program’s 

participation rate.  Harper testified that Gerdau has invested in the capability to curtail its main 

operations, and take part of its power on an interruptible basis.  [Samuel Harper Rebuttal 
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Testimony at 3:3-8.]  The cost of doing so has been significant.  [Id. at 5:18-21.]  Gerdau paid 

$495,000 in 2012 to upgrade its on-site meters, process load controllers, and monitor 

performance in real time during interruptions.  It also incurs ongoing third-party software costs 

and training expenses.  [Id. at 4:1-7.]  When Gerdau curtails power, it significantly affects 

operations.  [Id. at 4:8-20.]  Harper made clear that Gerdau “can only justify taking interruptible 

power if the level of credit is sufficient to overcome the lost sales, significant costs and 

operational risks.”  [Id. at 5:7-8.]  Harper also made clear that if the credit is reduced to $30/kW, 

as proposed, Gerdau will evaluate whether to continue to participate in the Nonresidential 

Interruptible Program, or whether to drop out.  [Id. at 5:9-17.]  Thus, the evidence shows that a 

35% reduction in the incentive will likely decrease customer participation in the Nonresidential 

Load Management Program.   

 In weighing the credibility of MidAmerican’s statements regarding the participation rate, 

the Board should take into account the fact that MidAmerican withheld the Tetra Tech Report 

from IBEC, and failed to inform the Board of that Report in this proceeding.  IBEC issued a data 

request asking for “all studies conducted that indicated that the reduction in incentive payments 

(35%) will not result in reduced participation.”  [IBEC Hearing Exhibit 101.]  IBEC also 

requested “any analyses, correspondences, work papers, etc. that were associated with this 

conclusion.”  On August 8, 2018, MidAmerican responded to the data request, stating that it 

“reviewed historical enrollment in demand response programs compared to curtailment credits 

offered.”  [Id.]  MidAmerican failed to mention that months earlier, Tetra Tech had interviewed 

program participants who said they would withdraw from the Program if the credit was 

substantially reduced.  [Tr. at 168:8-22.]  The results of the survey were available before 
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MidAmerican responded to this data request, but MidAmerican failed to provide them.  [Id. at 

168:19-22.]  Indeed, it still has not produced those documents.   

 The Board should take into account MidAmerican’s failure to produce the raw survey 

data.  The Iowa Utilities Board Rules provide that discovery procedures applicable in civil 

actions are available in contested hearings.  IAC 199-7.15(1).  Under Iowa Rule of Civil 

Procedure 1.517(a)(3), an appropriate sanction may be ordered where a party fails to disclose 

relevant evidence, including any of the sanctions in 1.517(2)(b).  MidAmerican failed to disclose 

documents central to this case.  Accordingly, the appropriate sanction here is an order that 

“designated facts shall be taken to be established for the purposes of the action.”  Iowa Rule of 

Civil Procedure 1.517(2)(b).  The Board should find that participants will drop out of the 

Program if the interruptible credit is reduced.  Such a finding is reasonable and is supported by 

substantial, credible evidence.   

II. MidAmerican’s Proposed Plan is Inconsistent with Iowa law, Including the New 
Provisions in SF 2311. 

 
 The proposed Plan is inconsistent with Iowa law, including SF 2311, because the Plan’s 

projected benefits, and the projected results of the RIM test, are grounded in the unreasonable 

belief that participation in the Nonresidential Load Management Program will remain constant 

despite a sharp reduction in the program incentive.  The Nonresidential Interruptible Program is 

not only cost-effective, it is, by far, the most cost effective part of the Energy Efficiency Plan.  

The total program benefits of the plan are estimated to be $199,490,632, and the net economic 

benefits of the Plan are expected to be $158,054,632.  [Application Exhibit 1 at p. 77.]  For 

purposes of the RIM test, the Nonresidential Load Management provides $126,699,309 in net 

benefits, and has a benefits-to-costs ratio of 4.27.  [Stephens Surrebuttal Testimony Table 1.]  

For perspective, the program that provides the second highest total benefits—Residential Load 

Filed with the Iowa Utilities Board on December 21, 2018, EEP-2018-0002



7 
 

Control—produces only $16,853,770 in net benefits, and has a benefits-to-costs ratio of 2.15.  

[Id.]  None of the other programs provide positive net benefits, and many of them have 

significant costs.  [Id.]   

Without the Nonresidential Interruptible Program, the energy efficiency plan would not 

be able to meet the 1.0 benefits-to-costs threshold under the RIM test.  Indeed, a reduction in the 

assumed nonresidential load management capacity of as little as 25.5% would drop the benefits-

to-costs ratio under the RIM test to less than 1.0.  [Id. at 6:1-4.]  The RIM test is one of the key 

factors the Board must examine to determine whether the Energy Efficiency Plan is cost-

effective.  MidAmerican’s projections are based on the magical thinking that customer 

participation will remain steady despite a 35% reduction in the credit.  As set forth above, that 

assumption is belied by the evidence.  There is insufficient evidence to conclude that the Energy 

Efficiency Plan, as proposed is cost effective.   

The Plan would be cost effective only if current participation levels are maintained.  The 

best way to do that would be to maintain the current incentive levels, which have been proven to 

elicit the current participation level.  If the credit were maintained at the current level, the RIM 

test benefits-to-costs ratio for the electric portfolio would drop from 1.05 to 1.02, but it would 

still be above the statutorily-required minimum of 1.00.  [Id. at P. 7, Table 1A.]  Indeed, the 

Nonresidential Load Management program itself would still provide more than $107 million in 

net benefits, and would still have a benefits-to-cost ratio under the RIM test of 2.88.  [Id.]  The 

current interruptible credit should be maintained in order to make the Energy Efficiency Plan 

cost effective. 

III. MidAmerican’s Demand Response Budget is Inappropriate. 
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 MidAmerican’s demand response budget is inadequate.  Iowa Code § 476.6 provides that 

the Board “shall not require an electric utility to adopt a demand response plan that results in 

projected cumulative average annual costs that exceed two percent of the electric utility's 

expected annual Iowa retail rate revenue from retail customers in the state.”  MidAmerican has 

proposed to spend merely 0.8% of its annual Iowa retail rate revenue on demand response 

programs.  [Tr. at 161:11-13.]  In response to questioning from Board Member Lozier, 

MidAmerican justified this low spending by claiming that “[t]he participation level in our current 

demand response program is at our desired target.  We don’t see a need to increase that 

participation level.”  [Id. at 161:17–162:2.]  But the evidence shows that MidAmerican has not 

established, and cannot establish, that the desired target can be maintained, since a decrease in 

the interruptible credit would jeopardize program participation.  Maintaining the current 

interruptible credit, on the contrary, would not cause MidAmerican to exceed the statutory limits 

on spending on demand response.  [Stephens Surrebuttal Testimony at 6:10-17.]  MidAmerican’s 

demand response budget is insufficient to maintain current participation in the Nonresidential 

Load Management Program, and should be increased. 

Moreover, Board Member Wagner’s questioning during the hearing made clear that 

retention of the current credit levels will not affect other elements of MidAmerican’s energy 

efficiency and demand response plan.  The benefits-to-costs ratio will remain above 1.0 at the 

current credit levels, whether considered in MidAmerican’s Plan as filed, or on the modified 

version reflecting MidAmerican’s settlement position with OCA. [Tr. at 182:7-183:2, Stephens 

Surrebuttal Testimony at 6:10-8:9, Table 1A, Stephens Supplemental Surrebuttal Testimony at 

2:7-3:6, Supplemental Table 1A.]  Thus, there is no statutory or other prohibition on maintaining 

the present incentive levels. 
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Conclusion 

 MidAmerican has failed to offer any reasonable basis for reducing the annual credit 

offered through its Nonresidential Load Management Program.  A reduction in the credit will 

jeopardize the cost effectiveness of the Energy Efficiency Plan for no apparent reason.  

Accordingly, IBEC respectfully requests that the Board reject the Energy Efficiency Plan 

proposed by MidAmerican, or modify it to maintain interruptible credits at their current levels.  

 
Dated: December 21, 2018    

 

Respectfully submitted, 

/s/ Thomas C. Goodhue________ 
Paula S. Dierenfeld, AT0001985  
Thomas C. Goodhue, AT0013533 

     NYEMASTER GOODE, P.C. 
      700 Walnut Street, Suite 1600 
      Des Moines, IA 50309-3899 
      Telephone:  515-283-3100 
      Facsimile:  515-283-8045  

Email: psd@nyemaster.com 
 tgoodhue@nyemaster.com 
 
Attorneys for the Iowa Business Energy Coalition 
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