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IOWA UTILITIES BOARD

IN RE:

EXECUTIVE ORDER 10 — REVIEW OF
ENERGY EFFICIENCY AND DEMAND
RESPONSE PLANNING AND DOCKET NO. RMU-2023-0035
REPORTING FOR NATURAL GAS AND
ELECTRIC UTILITIES REQUIRED TO BE
RATE-REGULATED RULES [199 IOWA
ADMINISTRATIVE CODE CHAPTER 35]

ORDER OPENING DOCKET AND SETTING TECHNICAL CONFERENCE
AND COMMENT DEADLINE

On January 10, 2023, Gov. Kim Reynolds issued Executive Order Number 10
(Executive Order), which put a moratorium on agency rulemaking and directed
agencies, including the lowa Utilities Board (Board), to engage in a comprehensive
evaluation of existing rules. The goals of the Executive Order include increasing public
input in the rulemaking process, eliminating rules that do not provide substantial
benefits to lowans, reducing the page and word count of the lowa Administrative Code,
and reducing restrictive rule language. As a part of the comprehensive review,
agencies are required to repeal each rules chapter and evaluate whether the chapter,
or a portion of the chapter, should be re-promulgated. To assist agencies in performing
their comprehensive reviews, the lowa Department of Management developed
and published forms and processes.

Pursuant to the Executive Order, the Board is conducting comprehensive reviews
of each chapter of its administrative rules, and the Board will open the above-captioned

docket for purposes of conducting a comprehensive review of chapter 35, which
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contains the Board’s Energy Efficiency and Demand Response Planning and Reporting
for Natural Gas and Electric Utilities Required to be Rate-Regulated rules. Attached to
this order as Attachment A is the Board’s retrospective analysis (Red Tape Review Rule
Report) of chapter 35, which the Board will publish on the Board’s website as required
by section Il1.B of the Executive Order. Attached to this order as Attachment B is the
Board’s Draft Regulatory Analysis of chapter 35, which the Board will submit in the
legislative Rules Management System for publication in the lowa Administrative Bulletin.
Finally, attached to this order as Attachment C is a draft version of chapter 35 that the
Board is evaluating whether to re-promulgate.

The Board is also scheduling a technical conference for July 17, 2024.
Participation may occur in person or by webinar. The purpose of the technical
conference is to receive comments regarding the Draft Regulatory Analysis and the
proposed version of chapter 35 to be re-promulgated. Additionally, the Board is
accepting written comments concerning the regulatory analysis and the proposed re-
promulgated version of chapter 35 through July 16, 2024. The Board will use the oral
and written comments received to prepare a final version of the Regulatory Analysis,
which will be uploaded in this docket and published on the Board’s website.

IT IS THEREFORE ORDERED:

1. Docket No. RMU-2023-0035 is opened for purposes of conducting a
comprehensive review of 199 lowa Administrative Code chapter 35 pursuant to
Executive Order Number 10.

2. A technical conference is set for 2 p.m. July 17, 2024, in the Utilities Board

Hearing Room, located at 1375 East Court Avenue, Des Moines, lowa. Interested
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persons may appear in person or by webinar. Information for attending by webinar can
be found on the Utilities Board’s website on the Hearing and Meeting Calendar
webpage.

3. Comments regarding the Draft Regulatory Analysis or the proposed re-

promulgated version of chapter 35 shall be filed by July 16, 2024.

UTILITIES BOARD

Date: 2024.05.28

Erik M. Helland 15.54.95 _05'00°

Date: 2024.05.24

Joshua Byrnes ' .z2'c5 0=00:

ATTEST:

. i Digitally signed by Sadi Reimann Date: 2024.05.24
Sadi Reimann %f:; 2024.06.28 134956 Sarah Martz 1;37: 19 0500

Dated at Des Moines, lowa, this 28th day of May, 2024.
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ATTACHMENT A
Red Tape Review Rule Report
(Due: September 1, 2025)
Department | lowa Date: | May 14, 2024 Total Rule | 12
Name: | Utilities Count:
Board
199 Chapter/ | 199 IAC Chapter 35 lowa Code | lowa Code
IAC #: SubChapte Section | §§ 476.2 and
r/ Rule(s): Authorizing | 476.6(15)
Rule:
Contact | Matt Email: | matt.oetker@iub.iowa.gov Phone: | 515-725-7349
Name: | Oetker

PLEASE NOTE, THE BOXES BELOW WILL EXPAND AS YOU TYPE

What is the intended benefit of the rule?

Chapter 35 is intended to implement lowa Code §§ 476.6(13) and (15), which relates to energy efficiency
and demand response plans filed by rate-regulated natural gas and electric utilities.

Is the benefit being achieved? Please provide evidence.

Yes, the chapter provides covered utilities with the procedures governing energy efficiency and demand
response proceedings, and covered utilities are complying with the procedures as evidenced in Docket Nos.
EEP-2022-0150, EEP-2022-0156, EEP-2022-0222, and EEP-2022-0225.

What are the costs incurred by the public to comply with the rule?

While rate-regulated natural gas and electric utilities incur costs in their participation in energy efficiency
and demand response proceedings, those costs are more directly caused by lowa Code §§ 476.6(13) and
(15), which requires the energy efficiency and demand response proceedings.

What are the costs to the agency or any other agency to implement/enforce the rule?

The lowa Utilities Board (IUB) incurs costs in conducting energy efficiency and demand response
proceedings; however, the requirement that the agency conduct energy efficiency and demand response
proceedings is not imposed by this chapter, but instead, by the lowa Code.

Do the costs justify the benefits achieved? Please explain.

Any costs incurred as a direct result of chapter 35, as opposed by the lowa Code, are outweighed by the
chapter’s benefits of securing fair and cost-effective energy efficiency and demand response proceedings.
Are there less restrictive alternatives to accomplish the benefit? [] YES NO

If YES, please list alternative(s) and provide analysis of less restrictive alternatives from other states, if
applicable. If NO, please explain.

While removing the procedural requirements imposed by chapter 35 is an option, such action would inhibit
the intended benefit of the chapter of decreasing proceeding time and costs. The chapter effectively
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imposes necessary procedural requirements to achieve fair and cost-effective energy efficiency and demand
response proceedings.

Does this chapter/rule(s) contain language that is obsolete, outdated, inconsistent, redundant, or un-
necessary language, including instances where rule language is duplicative of statutory language? [list
chapter/rule number(s) that fall under any of the above categories]

PLEASE NOTE, THE BOXES BELOW WILL EXPAND AS YOU TYPE

35.2: redundant and unnecessary language

35.4: language duplicative of statutory language, and unnecessary language.
35.5: redundant, duplicative, and unnecessary language

35.6: language duplicative of statutory language.

NOTE: In 2019 and as part of its required five-year review under chapter 17A, the agency performed a
comprehensive review of chapter 35, which resulted in the elimination of approximately 1,159 words,
including several restrictive terms.

RULES PROPOSED FOR REPEAL (list rule number(s]):

None.

RULES PROPOSED FOR RE-PROMULGATION (list rule number[s] or include rule text if available):

CHAPTER 35
ENERGY EFFICIENCY AND DEMAND RESPONSE PLANNING AND REPORTING FOR RATE-REGULATED
NATURAL GAS AND ELECTRIC UTILITIES

199—35.1(476) Authority and purpose. These rules are intended to implement Iowa Code sections 476.6(13) and 476.6(15)
relating to the energy efficiency and demand response plans and reports filed by rate-regulated natural gas and electric utilities.
The purpose of these rules is to establish requirements for energy efficiency and demand response plans, modifications,
prudence reviews, and cost-recovery tariffs.

199

35.2(476) Definitions. Except where otherwise specifically defined by law:

“Annual Iowa retail rate revenue’” means the utility’s expected revenue forecast based on customer growth rate. usage per
customer, volumes, margin rate, customer charge rate, and the cost of generation or fuel.

“Assessment of potential” means development of cost-effective 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 and considering market factors including, but not limited to. the effects of rate impacts, the need to
capture lost opportunities, the non-energy benefits of measures, and the strategic value of energy efficiency and demand
response to the utility.

“Avoided cost” means the cost the utility would have to pay to provide energy and capacity from alternative sources of
supply available to utilities as calculated pursuant to subparagraphs 35.5(4) “m ”(7) and 35.5(4) “n ’(4).

2
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“Cost-effectiveness tests” means one of the five acceptable economic tests used to compare the present value of applicable
benefits to the present value of applicable costs of an energy efficiency or demand response program or plan. The tests are the
participant cost test, the ratepayer impact measure test, the societal cost test, the total resource cost test, and the utility cost test.
A program or plan passes a cost-effectiveness test if the cost-effectiveness ratio is equal to or greater than one.

“Customer incentive” means an amount or amounts provided to or on behalf of customers for the purpose of having
customers participate in energy efficiency programs. Customer incentives do not include the cost of information provided by
the utility, nor do they include customers’ bill reductions associated with reduced energy usage due to the implementation of
energy efficiency programs. For the purposes of energy efficiency pricing strategies, “incentive” means the difference between
a customer’s bill on an energy efficiency customized rate and the customer’s bill on a traditional rate considering factors such
as the elasticity of demand.

“Demand response” means changes in a customer’s consumption pattern in response to changes in the price of electricity
over time. or in response to incentive payments to induce reduced consumption during periods of high wholesale prices or
when system reliability is jeopardized.

“Economic potential” means the energy and capacity savings that result in future years when measures are adopted or
applied by customers at the time it is economical to do so. For purposes of this chapter, economic potential may be determined
by comparing the utility’s avoided cost savings to the incremental cost of the measure.

“Energy efficiency measures” means activities on the customers’ side of the meter that reduce customers’ energy use or
demand including, but not limited to, end-use efficiency improvements or pricing strategies.

“Energy savings performance standards” means those standards that are cost-effectively achieved. with the exception of
programs for qualified low-income persons, tree-planting programs, educational programs. and assessments of consumers’
needs for information to make effective choices regarding energy use and energy efficiency. and includes the annual capacity
savings stated either in kilowatt per day (kW/day). in dekatherm per day (dth/day), or in thousand cubic feet per day (Mcf/day)
and the annual energy savings stated in either kilowatt hour (kWh), dth, or Mcf.

“Free riders” means program participants who would have implemented energy efficiency measures or practices even
without the program.

“Marginal energy cost” means the cost associated with supplying the next Mcf or dth of natural gas for a natural gas utility
and the energy or fuel cost associated with generating or purchasing the next kWh of electricity for an electric utility.

“Market effects” means a change in the structure of a market or the behavior of participants in a market that is reflective
of an increase (or decrease) in the adoption of energy-efficient products, services, or practices and is related to market
intervention(s) (e.g., programs).

“Net benefits” means the present value of benefits less the present value of costs as defined in the cost-effectiveness test.

“Non-energy benefits” means the many and diverse benefits produced by energy efficiency in addition to energy and
demand savings. The beneficiaries of these benefits can be utility systems. participants, and society.

“Participant cost test” means an economic test used to compare the present value of benefits to the present value of costs
over the useful life of an energy efficiency or demand response measure or program from the participant’s perspective. Present
values are calculated using a discount rate appropriate to the class of customers to which the energy efficiency or demand
response measure or program is targeted. Benefits are the sum of the present values of the customers’ bill reductions, tax
credits, non-energy benefits and customer incentives for each year of the useful life of an energy efficiency or demand response
measure or program. Costs are the sum of present values of the customer participation costs (including initial capital costs,
ongoing operations and maintenance costs, removal costs less a salvage value of existing equipment, and the value of the
customer’s time in arranging installation, if significant) and any resulting bill increases for each year of the useful life of the
measure or program. The calculation of bill increases and decreases must account for any time-differentiated rates to the
customer or class of customers being analyzed.

“Persistence of energy savings” means the savings due to changed operating hours. human behavior, interactive factors,
and the degradation in equipment efficiency over the life of the measure compared to the baseline.

“Process-oriented industrial assessment’” means an analysis that promotes the adoption of energy efficiency measures by
examining the facilities, operations, and equipment of an industrial customer in which energy efficiency opportunities may be
embedded.

“Ratepayer impact measure test” means an economic test used to compare the present value of the benefits to the present
value of the costs over the useful life of an energy efficiency or demand response measure or program from a rate level or
utility bill perspective. Present values are calculated using the utility’s discount rate. Benefits are the sum of the present values
of utility avoided capacity and energy costs (excluding the externality factor) and any revenue gains due to the energy efficiency
or demand response measure or program for each year of the useful life of the measure or program. Costs are the sum of the
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present values of utility increased supply costs. revenue losses due to the energy efficiency or demand response measures.
utility program costs. and customer incentives for each year of the useful life of the measure or program. The calculation of
utility avoided capacity and energy, increased utility supply costs, and revenue gains and losses must use the utility costing
periods.

“Societal cost test” means an economic test used to compare the present value of the benefits to the present value of the
costs over the useful life of an energy efficiency or demand response measure or program from a societal perspective. Present
values are calculated using a 12-month average of the 10-year and 30-year Treasury Bond rate as the discount rate. The average
is calculated using the most recent 12 months at the time the utility calculates its cost-effectiveness tests for its energy efficiency
or demand response plan. Benefits are the sum of the present values of the utility avoided supply. non-energy benefits, and
energy costs including the effects of externalities. Costs are the sum of the present values of utility program costs (excluding
customer incentives), participant costs, and any increased utility supply costs for each year of the useful life of the measure or
program. The calculation of utility avoided capacity and energy and increased utility supply costs must use the utility costing
periods.

“Spillover (free drivers)” means the reduction in energy consumption or demand. or the reduction in both, caused by the
presence of an energy efficiency or demand response program, beyond the program-related gross savings of the participants
and without financial or technical assistance from the program. The term “free drivers” may be used for individuals who have
spillover effects.

“Take-back effect” means a tendency to increase energy use in a facility, or for an appliance, as a result of increased
efficiency of energy use. For example, a customer’s installation of high-efficiency light bulbs and the subsequent longer
operation of lights constitutes “taking back™ some of the energy otherwise saved by the efficient lighting.

“Total resource cost test” means an economic test used to compare the present value of the benefits to the present value
of the costs over the useful life of an energy efficiency or demand response measure or program from a resource perspective.
Present values are calculated using a 12-month average of the 10-year and 30-year Treasury Bond rate as the discount rate. The
average is calculated using the most recent 12 months at the time the utility calculates its cost-effectiveness tests for its energy
efficiency or demand response plan. Benefits are the sum of the present values of the utility avoided supply. energy costs, non-
energy benefits, and federal tax credits. Costs are the sum of the present values of utility program costs (excluding customer
incentives), participant costs, and any increased utility supply costs for each year of the useful life of the measure or program.
The calculation of utility avoided capacity and energy and increased utility supply costs must use the utility costing periods.

“Useful life” means the number of years an energy efficiency measure will produce benefits.

“Utility cost test” means an economic test used to compare the present value of the benefits to the present value of the
costs over the useful life of an energy efficiency or demand response measure or program from the utility revenue requirement
perspective. Present values are calculated using the utility’s discount rate. Benefits are the sum of the present values of each
year’s utility avoided capacity. non-energy benefits, and energy costs (excluding the externality factor) over the useful life of
the measure or program. Costs are the sum of the present values of the utility’s program costs, customer incentives, and any
increased utility supply costs for each year of the useful life of the measure or program. The calculation of utility avoided
capacity and energy and increased utility supply costs must use the utility costing periods.

199—35.3(476) Energy efficiency and demand response plan filing.

35.3(1) Each electric and natural gas utility shall file a five-year energy efficiency plan. Each electric utility shall file a
five-year demand response plan. Combination electric and natural gas utilities may file combined assessments of potential and
energy efficiency and demand response plans but separately specify which energy efficiency programs and costs are attributable
to the electric operation, which are attributable to the natural gas operation, and which are attributable to both. If a combination
utility files separate plans, the board may consolidate the plans for purposes of review and hearing.

35.3(2) Written notice of the energy efficiency and demand response plans. Each electric and natural gas utility shall: (1)
deliver a written notice of its plan filing to all affected customers no more than 62 days prior to the filing of its energy efficiency
and demand response plans, and (2) file the written notice with the board for approval not less than 45 days prior to the delivery
of the proposed notification to affected customers. Additional information not related to the energy efficiency and demand
response plans shall be kept to a minimum and not distract from the required content. The form of the notice, once approved
by the board, may not be altered except to include the rate and bill impact dollars and percentages. The type size and quality
shall be easily legible. The notice shall, at a minimum, include the following elements:

a. A statement that the utility will be filing energy efficiency and demand response plans with the board.

b. A brief identification of the proposed energy efficiency and demand response programs, a description of benefits and
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savings associated with the energy efficiency and demand response plans, and the estimated annual cost of the proposed energy
efficiency and demand response programs during the five-year budget time frame.

c. The estimated annual rate and bill impacts of the proposed energy efficiency and demand response plans on each class
of customer. and the estimated annual jurisdictional rate impact for each major customer grouping in dollars and as a
percentage. with the proposed actual increases to be filed at the time of notice to customers. The utility may represent the
estimated annual rate and bill impact dollars and percentages with blank spaces: however, the board may require the utility to
submit additional information necessary for review of the proposed form of notice. A copy of the notice with the final annual
rate and bill impact dollars and percentages shall be filed with the board at the time of customer notification.

d. A statement that the board will be conducting a contested case proceeding to review the application and that a customer
may file comments in the board’s electronic filing system.

e. The telephone numbers, websites, email addresses, and mailing addresses of the utility, the board, and the consumer
advocate, for the customer to contact with questions.

199—35.4(476) Assessment of potential and collaboration.

35.4(1) Assessment of potential. The utility shall conduct an assessment of potential study to determine the cost-effective
energy and capacity savings available in accordance with ITowa Code section 476.6(15). The utility’s assessment shall address
the potential energy and capacity savings in each of ten years subsequent to the year the assessment is filed and include an
economic and impact analyses of measures that addresses benefits and costs over the entire estimated useful lives of energy
efficiency measures.

35.4(2) Collaboration. A utility shall offer interested persons the opportunity to participate in the development of its energy
efficiency and demand response plans by providing the opportunity for interested persons to offer suggestions for programs
and for the assessment of potential and to review and comment on the utility’s draft of the assessment of potential and energy
efficiency and demand response plans. The utility may analyze proposals from participants to help determine the effects of the
proposals on its plan. A participant is responsible to provide sufficient supporting information to enable the utility to analyze
the participant’s proposal. The opportunity to participate shall commence at least 180 days prior to the date the utility submits
its energy efficiency and demand response plans and assessment of potential to the board.

199—35.5(476) Energy efficiency and demand response plan requirements.

35.5(1) Each electric and natural gas utility shall file with the board an energy efficiency plan and each electric utility shall
file a demand response plan.

35.5(2) The utility’s energy efficiency and demand response plans shall include testimony, exhibits, and workpapers
including Microsoft Excel or similar software versions of exhibits and workpapers.

35.5(3) A utility’s plan shall include a range of programs that address all customer classes across its Towa jurisdictional
territory and include a program for qualified low-income residential customers, including a cooperative program with any
community action agency. as defined and listed on the Iowa department of health and human services website. within the
utility’s service area to implement countywide or communitywide energy efficiency programs for qualified low-income
persons. The utility shall consider including in its plan a program for tree-planting, educational programming. and assessments
of consumers’ needs for information to make effective choices regarding energy use and energy efficiency.

35.5(4) The following information shall be provided by the utility with its energy efficiency and demand response plan:

a. A summary of the energy efficiency and demand response plans and results of the assessment of potential written in a
nontechnical style for the benefit of the general public.

b. The assessment of potential study.

c. Cost-effectiveness test analysis.

(1) The utility shall analyze cost-effectiveness for the plan as a whole and for each proposed program. using the total
resource cost, societal cost, utility cost, and ratepayer impact measure and participant tests. If the utility uses a test other than
the societal cost test as the criterion for determining cost-effectiveness of utility implementation of energy efficiency measures,
the utility shall describe and justify its use of the alternative test or combination of tests and compare the resulting impacts with
the impacts from the societal cost test. The utility shall describe and justify the level or levels of cost-effectiveness, if greater
or less than a cost-effectiveness ratio of 1.0, to be used as a threshold for determining cost-effectiveness of programs. The
utility’s threshold of cost-effectiveness for its plan as a whole shall be a cost-effectiveness ratio of 1.0 or greater.

(2) The utility’s analyses shall use inputs or factors reasonably expected to influence cost-effective implementation of
programs, including escalation rates and avoided costs for each cost and benefit component of the cost-effectiveness test, to
reflect changes over the useful lives of the programs.

(3) The utility shall provide the analyses. assumptions, inputs, and results of cost-effectiveness tests, including the cost-
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effectiveness ratios and net benefits, for the plans as a whole and for each program. Low-income, tree-planting, educational
programs, and assessments of consumers’ needs for information to make effective choices regarding energy use and energy
efficiency need not be tested for cost-effectiveness unless the utility wishes to present the results of cost-effectiveness tests for
informational purposes.

d. Descriptions of each program. If a proposed program is identical to an existing program, the utility may reference the
program description currently in effect. A description of each proposed program shall include:

(1) The name of the program.

(2) The customers the program targets.

(3) The energy efficiency or demand response measures promoted by the program.

(4) The proposed utility promotional techniques, including the rebates or incentives offered through the program.

(5) The proposed rates of program participation or implementation of measures, including both eligible and estimated
actual participants.

e. The gross and net estimated annual energy and demand savings for the plan and each program for each year the program
that accounts for free riders, take-back effects. spillover (free drivers), market effects, and persistence of energy savings.

f The budget for the plan and for each program for each year of implementation or for each of the next five years of
implementation, whichever is less, itemized by proposed costs and be consistent with the accounting plan required pursuant to
subrule 35.9(1). Cost categories for the plan and program budgets include Overhead and Incentives as described herein, and
the cost categories shall be further described by the following subcategories: classifications of persons to be working on energy
efficiency and demand response programs, full-time equivalents, dollar amount of labor costs, and the name of outside firm(s)
employed and a description of service(s) to be provided.

(1) “Overhead” consists of:

1. Planning and design costs, which include internal and third-party expenses associated with program development,
design for new programs, modifications to existing programs, the assessment of potential, and the Towa Technical Reference
Manual.

2. Administrative costs, which include internal and third-party expenses associated with program implementation and
support functions such as: fully loaded utility labor costs: office supplies and technology costs associated with program
operations and delivery: program implementation costs; and labor costs for vendors required for successful operation and
implementation of programs.

3. Advertising and promotional costs, which include internal and third-party labor and materials expenses associated with
program-specific marketing and training and demonstration aimed at promoting energy efficiency awareness or the programs
included in a utility’s plan. Advertising which is part of an approved energy efficiency or demand response plan is deemed to
be advertising required by the board for purposes of ITowa Code section 476.18(3).

4. Monitoring and evaluation costs, which include internal and third-party expenses associated with ongoing program
review, prepayment verification inspections, and evaluation, measurement and verification required to be completed at least
once during the five-year plan.

5. Education costs, which include internal and third-party labor and material expenses associated with program-specific
or general energy efficiency education.

6. Miscellaneous costs, which are all other costs related to the implementation of the plan that are not attributable to any
other cost category.

(2) “Incentives” consist of:

1. Customer incentives, which are utility contributions provided to participants, such as rebates, direct-install measures,
energy audits, energy efficiency kits, and low-income weatherization. This includes nonrebate contributions to participants,
such as payments to dealers, rate credits, and bill credits.

2. Equipment costs, which include program-specific costs associated with hardware purchased by the utility and given to
customers to facilitate the customer’s participation in the program.

3. Installation costs. which include internal and third-party labor associated with installation or replacement of equipment
provided to participants, such as the installation of direct-install measures or load control devices.

g. A description of a pilot project as a program, if the pilot project is justified by the utility. Pilot projects are expected to
explore areas of innovative or unproven approaches and include proposed evaluation procedures.

h. The rate impacts and average bill impacts, by customer class, resulting from the plan.

i. The utility’s forecasted electric or natural gas or electric and natural gas annual Iowa retail rate revenue for each of the
five plan years, identifying all adjustments and eliminations to its revenue forecasts and the Federal Energy Regulatory
Commission (FERC) accounts used to develop its forecasts.
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j. A monitoring and evaluation plan describing how the utility proposes to monitor and evaluate the implementation of
its proposed programs, including how it will accumulate and validate the information needed to measure the plan’s performance
against the standards, a timeline that outlines each phase of the monitoring and evaluation plan, and a proposed format for
monitoring reports and a description of how annual results will be reported to the board on a detailed. accurate and timely basis.

k. A summary of collaborative efforts and a summary of collaboration participants’ suggestions. utility responses to the
suggestions, and specific reasons for including or declining to include the suggestions in the utility’s energy efficiency or
demand response plans.

[. These additional requirements for electric utilities:

(1) Load forecast. Information specifying forecasted demand and energy use on a calendar-year basis, which shall include:

1. A statement, in numerical terms, of the utility’s current 20-year forecasts including reserve margin for summer and
winter peak demand and for annual energy requirements, the effects to date of current and ongoing utility energy efficiency
programs, not the effects of the proposed programs in paragraph 35.5(4) “d.”

2. The date and amount of the utility’s highest peak demand within the past five years, stated on both an actual and a
weather-normalized basis. The utility shall include an explanation of the weather-normalization procedure.

3. A comparison of the forecasts made for each of the previous five years to the actual and weather-normalized demand
in each of the previous five years.

4. An explanation of all significant methods and data used, as well as assumptions made. in the current 20-year forecast,
including all forecasts of variables used in its demand and energy forecasts and separate identification of all sources of variables
used, such as implicit price deflator, electricity prices by customer class, gross domestic product, sales by customer class,
number of customers by class, fuel price forecasts for each fuel type, and other inputs.

5. A statement of the margin of error for each assumption or forecast.

6. An explanation of the results of sensitivity analyses performed. including a specific statement of the degree of
sensitivity of estimated need for capacity to potential errors in assumptions, forecasts and data. The utility may present the
results and an explanation of other methods of assessing forecast uncertainty.

(2) Class load data. Load data for each class of customer that is served under a separate rate schedule or is identified as a
separate customer class and accounts for 10 percent or more of the utility’s demand in kW at the time of the monthly system
peak for every month in the year. If those figures are not available, the data shall be provided for each class of customer that
accounts for 10 percent of the utility’s electric sales in kWh for any month in the reporting period. The data shall be based on
a sample metering of customers that is designed to achieve a statistically expected accuracy of plus or minus 10 percent at the
90 percent confidence level for loads during the yearly system peak hour(s). These data must appear in all filings, except as
provided for in numbered paragraph 35.5(4) “17(2)“3.”

1. The following information shall be provided for each month of the previous year:

e Total system class maximum demand (in kW), number of customers in the class, and system class sales (in kWh);

e Jurisdictional class contribution (in kW) to the monthly maximum system coincident demand as allocated to
jurisdiction:

e Total class contribution (in kW) to the monthly maximum system coincident demand, if not previously reported:

e Total system class maximum demand (in kW) allocated to jurisdiction, if not previously reported: and

e Hourly total system class loads for a typical weekday. a typical weekend day, the day of the class maximum demand,
and the day of the system peak.

2. The company shall file an explanation, with all supporting workpapers and source documents, as to how class
maximum demand and class contribution to the maximum system coincident demand were allocated to jurisdiction.

3. The load data for each class of customer described above may be gathered by a multijurisdictional utility on a uniform
integrated system basis rather than on a jurisdictional basis. Adjustments for substantive and unique jurisdictional
characteristics, if any. may be proposed. The load data for each class of customer shall be collected continuously and filed
annually, except for the period associated with necessary interruptions during any year to modify existing or implement new
data collection methods. Data filed for the period of interruption shall be estimated. An explanation of the estimation technique
shall be filed with the data. To the extent consistent with sound sampling and the required accuracy standards, an electric public
utility is not required to annually change the customers being sampled.

(3) Existing capacity and firm commitments. Information specifying the existing generating capacity and firm
commitments to provide service. The utility shall include in its filing a copy of its most recent load and capability report
submitted to Midcontinent Independent System Operator, Inc. (MISO).

1. For each generating unit owned or leased by the utility, in whole or in part, the energy efficiency and demand response
plan shall include the following information:
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e Both summer and winter net generating capability ratings as reported to the North American Electric Reliability

Corporation (NERC).

The estimated remaining time before the unit will be retired or require life extension.

For each commitment to own or lease future generating firm capacity. the plan shall include the following information:
The type of generating capacity.

The anticipated in-service year of the capacity.

The anticipated life of the generating capacity.

Both summer and winter net generating capability ratings as reported to the NERC.

For each capacity purchase commitment which is for a period of six months or longer, the plan shall include the
following information:

e The entity with whom commitments have been made and the time periods for each commitment.

e The capacity levels in each year for the commitment.

4. For each capacity sale commitment which is for a period of six months or longer. the plan shall include the following
information:

e The entity with whom a commitment has been made and the time periods for the commitment.

The capacity levels in each year.

The capacity payments to be received per kW per year in each year.
The energy payments to be received per kWh per year.

Any other payments the utility receives in each year.

(4) Capacity surpluses and shortfalls. Information identifying projected capacity surpluses and shortfalls over the 20-year
planning horizon, which shall include:

1. A numerical and graphical representation of the utility’s 20-year planning horizon comparing forecasted demand in
each year from subparagraph 35.5(4) “/”’(1) to committed capacity in each year from numbered paragraphs 35.5(4) “/”(3)“1”
to 35.5(4) “I1”(3)*“4.” Forecasted peak demand shall include reserve requirements.

2. For each year of the 20-year planning horizon, the plan shall list in megawatts (MW) the amount by which committed
capacity either exceeds or falls below the forecasted demand.

(5) Capacity outside the utility’s system. Information about capacity outside of the utility’s system that could meet its
future needs including, but not limited to, cogeneration and independent power producers, expected to be available to the utility
during each of the 20 years in the planning horizon. The utility shall include in its filing a copy of its most recent load and
capability report submitted to MISO.

(6) Future supply options and costs. Information about future supply options and their costs identified by the utility as the
most effective means of satisfying all projected capacity shortfalls in the 20-year planning horizon in subparagraph
35.5(4) “I’’(4), which shall include:

1. The following information which describes each future supply option as applicable:

e The anticipated year the supply option would be needed.

e The anticipated type of supply option, by fuel.

e The anticipated net capacity of the supply option.

2. The utility shall use the actual capacity cost of any capacity purchase identified in numbered paragraph
35.5(4) “I”’(6)“1” and shall provide the anticipated annual cost per net kW per year.

3. The utility shall use the installed cost of a combustion turbine as a proxy for the capacity cost of any power plant
identified in numbered paragraph 35.5(4)“/”(6)“1.” For the first power plant option specified in numbered paragraph
35.5(4) “I”’(6)1.” the following information shall be provided:

e The anticipated life.

e The anticipated total capital costs per net kW, including allowance for funds used during construction (AFUDC) if
applicable.

e The anticipated revenue requirement of the capital costs per net kW per year.

e The anticipated revenue requirement of the annual fixed operations and maintenance costs, including property taxes,
per net kW for each year of the 20-year planning horizon.

e The anticipated net present value of the revenue requirements per net kW.

e The anticipated revenue requirement per net KW per year calculated by utilization of an economic carrying charge.

e The after-tax discount rate used to calculate the revenue requirement per net kW per year over the life of the supply
option.

e Adjustment rates (for example, inflation or escalation rates) used to derive each future cost in numbered paragraph

weeee e
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35.5(4)“1’(6)“3.”

4. The capacity costs of the new supply options allocated to costing periods. The utility shall describe its method of
allocating capacity costs to costing periods. The utility shall specify the hours. days. and weeks which constitute its costing
periods. For each supply option identified in numbered paragraph 35.5(4) “I”’(6)“1.” the plan shall include:

e The anticipated annual cost per net kW per year of capacity purchases from numbered paragraph 35.5(4) “/”°(6)*2”
allocated to each costing period if it is the highest cost supply option in that year.

e The anticipated total revenue requirement per net kW per year from numbered paragraph 35.5(4) “/”’(6)“3” allocated
to each costing period if it is the highest cost supply option in that year.

(7) Avoided capacity and energy costs. Avoided capacity costs shall be based on the future supply option with the highest
value for each year in the 20-year planning horizon identified in numbered paragraph 35.5(4) “/”’(6). Avoided energy costs
shall be based on the marginal costs of the utility’s generating units or purchases. The utility shall use the same costing periods
identified in numbered paragraph 35.5(4) “I”’(6)*“2” when calculating avoided capacity and energy costs. A party may submit,
and the board shall consider, alternative avoided capacity and energy costs derived by an alternative method. A party submitting
alternative avoided costs shall also submit an explanation of the alternative method.

1. Avoided capacity costs. Calculations of avoided capacity costs in each costing period shall be based on the following
formula:

AVOIDED CAPACITY COST=C x (1 +RM) x (1 + DLF) x (1 + EF)

C (capacity) is the greater of NC or RC.

NC (new capacity) is the value of future capacity purchase costs or future capacity costs expressed in dollars per net kW
per year of the utility’s new supply options from numbered paragraphs 35.5(4) “I”’(6)2” and “3” in each costing period.

RC (resalable capacity) is the value of existing capacity expressed in dollars per net kW per year that could be sold to other
parties in each costing period.

RM (reserve margin) is the generation reserve margin criterion adopted by the utility.

DLF (demand loss factor) is the system demand loss factor expressed as a fraction of the net power generated, purchased,
or interchanged in each costing period. For example, the peak system demand loss factor would be equal to peak system power
loss (MW) divided by the net system peak load (MW) for each costing period.

EF (externality factor) is a 10 percent factor applied to avoided capacity costs in each costing period to account for societal
costs of supplying energy. In addition, the utility may propose a different externality factor but must document the factor’s
accuracy.

2. Avoided energy costs. Calculations of avoided energy costs in each costing period shall be based on the following
formula:

AVOIDED ENERGY COSTS = MEC x (1 + ELF) x (1 + EF)

MEC (marginal energy cost) is the marginal energy cost expressed in dollars per kWh, inclusive of variable operations and
maintenance costs, for electricity in each costing period.

ELF (system energy loss factor) is the system energy loss factor expressed as a fraction of net energy generated, purchased,
or interchanged in each costing period.

EF (externality factor) is a 10 percent factor applied to avoided energy costs in each costing period to account for societal
costs of supplying energy. In addition, the utility may propose a different externality factor but must submit documentation of
the factor’s accuracy.

m. Additional requirements for natural gas utilities:

(1) Forecast of demand and transportation volumes. Information specifying the natural gas utility’s demand and
transportation volume forecasts, which includes:

1. A statement in numerical terms of the utility’s current 12-month and five-year forecasts of total annual throughput and
peak day demand, including reserve margin, based on the purchased gas adjustment (PGA) year by customer class, including
the effects to date of current ongoing utility energy efficiency programs, but not including the effects of the proposed energy
efficiency programs in paragraph 35.5(4) “d.”

2. A statement in numerical terms of the utility’s highest peak day demand and annual throughput for the past five years
by customer class.

3. A comparison of the forecasts made for the preceding five years to the actual and weather-normalized peak day demand
and annual throughput by customer class, including an explanation of the weather-normalization procedure.

4. A forecast of the utility’s demand for transportation volume for both peak day demand and annual throughput for each
of the next five years.

5. The existing contract deliverability by supplier, contract and rate schedule for the length of each contract.

9
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6. An explanation of all significant methods and data used, as well as assumptions made, in the current five-year
forecast(s). The utility shall file all forecasts of variables used in its demand and energy forecasts. If variables are not forecasted.
the utility shall indicate all sources of variable inputs.

7. A statement of the margin of error for each assumption or forecast.

8. An explanation of the results of the sensitivity analysis performed by the utility. including a specific statement of the
degree of sensitivity of estimated need for capacity to potential errors in assumptions, forecasts, and data.

(2) Capacity surpluses and shortfalls. Information identifying projected capacity surpluses and shortfalls over the five-year
planning horizon, which includes a numerical and graphical representation of the utility’s five-year planning horizon comparing
forecasted peak day demand in each year from numbered paragraph 35.5(4) “m”(1)“1” to the total of existing contract
deliverability, from numbered paragraph 35.5(4) “m ”’(1)*“5.” The comparison shall list in dth or Mcf any amount for any year
that contract deliverability falls below the forecast of peak day demand. Forecasted peak day demand shall include reserve
margin.

(3) Supply options. Information about new supply options identified by the utility as the most effective means of satisfying
all projected capacity shortfall in the 12-month and five-year planning horizons in subparagraph 35.5(4) “m”’(2). For each
supply option identified. the plan shall include:

The year the option would be needed.

The type of option.

The net peak day capacity.

The estimated future capacity costs per dth or Mcf of peak day demand of the options.
The estimated future energy costs per dth or Mcf of each option in current dollars.

A description of the method used to estimate future costs.

(4) Natural gas avoided capacity and energy costs. Information regarding avoided costs shall specify the days and weeks
which constitute the utility’s peak and off-peak periods. Avoided costs shall be calculated for the peak and off-peak periods
and adjusted for inflation to derive an annual avoided cost over a 20-year period. In addition, all parties may submit information
specifying the hours, days, and weeks which constitute alternative costing periods. A party may submit, and the board shall
consider, alternative avoided capacity and energy costs derived by an alternative method. A party submitting alternative
avoided cost methodology shall also submit an explanation of the alternative method.

1. Avoided capacity costs. Calculations of avoided capacity costs in the peak and off-peak periods shall be based on the
following formula:

AVOIDED CAPACITY COSTS =[(D +OC) x (1 +RM)] x (1 + EF)

D (demand) is the greater of CD or FD.

CD (current demand cost) is the utility’s average demand cost expressed in dollars per dth or Mcf during peak and off-
peak periods.

FD (future demand costs) is the utility’s average future demand cost over the 20-year period expressed in dollars per dth
or Mcf when supplying natural gas during peak and off-peak periods.

RM (reserve margin) is the reserve margin adopted by the utility.

OC (other cost) is the value of any other costs per dth or Mcfrelated to the acquisition of natural gas supply or transportation
by the utility over the 20-year period in the peak and off-peak periods.

EF (externality factor) is a 7.5 percent factor applied to avoided capacity costs in the peak and off-peak periods to account
for societal costs of supplying energy. In addition, the utility may propose a different externality factor but must submit
documentation of the factor’s accuracy.

2. Avoided energy costs. Calculations of avoided energy costs in the peak and off-peak periods on a seasonal basis shall
be based on the following formula:

AVOIDED ENERGY COSTS = (E + VOM) x (1 + EF)

E (energy costs) is the greater of ME or FE.

ME (current marginal energy costs) is the utility’s current marginal energy costs expressed in dollars per dth or Mcf during
peak and off-peak periods.

FE (future energy costs) is the utility’s average future energy costs over the 20-year period expressed in dollars per dth or
Mcf during peak and off-peak periods.

VOM (variable operations and maintenance costs) is the utility’s average variable operations and maintenance costs over
the 20-year period expressed in dollars per dth or Mcf during peak and off-peak periods.

EF (externality factor) is a 7.5 percent factor applied to avoided energy costs in the peak and off-peak periods to account
for societal costs of supplying energy. In addition, the utility may propose a different externality factor but must submit
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documentation of the factor’s accuracy.

199—35.6(476) Contested case proceeding.

35.6(1) The board shall conduct a contested case proceeding for the purpose of developing specific capacity and energy
savings performance standards for each utility required to be rate-regulated and reviewing energy efficiency and demand
response plans and budgets designed to achieve those savings.

35.6(2) Within 30 days after filing, each application for approval of an energy efficiency and demand response plan that is
submitted with the information and supporting documentation required by this chapter, and complies with the filing
requirements of 199—Chapter 14, shall be docketed as a contested case proceeding. The Iowa economic development authority
shall be considered a party to the proceeding. The proceeding shall follow the applicable provisions of 199—Chapter 7.

35.6(3) With the filing of its application for approval of its energy efficiency plan. each utility shall provide, for the board’s
review, a calculation of the percent of the utility’s expected annual Iowa retail rate revenue, which the utility shall determine
by dividing the total projected budget for the five-year plan by the total projected Iowa retail rate revenues for the five-year
plan period. The calculation of a utility’s percent of Iowa retail rate revenue may be subject to confidential treatment under
Towa Code chapters 22 and 550 upon request of the utility and as determined by the board based on the board’s review of such
request.

199—35.7(476) Exemptions from participation.

35.7(1) The utility shall allow customers to request exemption from participating in the utility’s electric energy efficiency
plan if the combined ratepayer impact test for the utility’s approved five-year electric energy efficiency and demand response
plan is less than 1.0. The utility shall file a draft customer notice within 20 days following the board’s approval of the utility’s
five-year energy efficiency plan. The form of the notice, once approved by the board, may not be altered except to include the
rate and bill impact dollars and percentages. The type size and quality shall be easily legible. The notice shall, at a minimum,
provide the following elements:

a. A brief statement informing all customers that they are eligible to request an exemption from participation in the
utility’s electric energy efficiency plan.

b. The estimated annual rate and bill impacts of the approved electric energy efficiency plan on each class of customers
and an estimate of the annual jurisdictional rate impact for each major customer grouping in dollars and as a percentage, with
the proposed actual increases to be filed at the time of notice to customers. The utility may represent the estimated annual rate
and bill impact dollars and percentages with blank spaces: however, the board may require the utility to submit additional
information necessary for review of the proposed form of notice. A copy of the notice with the final annual rate and bill impact
dollars and percentages shall be filed with the board at the time of customer notification.

c. A statement that customers requesting to be exempt from participation in the electric energy efficiency plan will not
be eligible to participate in any utility-sponsored electric energy efficiency programs and will not be eligible to receive rebates
from the utility for electric energy efficiency programs during the five-year plan cycle, beginning January 1 of the first year of
the five-year plan cycle.

d. An explanation that customers requesting to be exempt from participation in the electric energy efficiency plan will no
longer be assessed the energy efficiency cost recovery factor for the electric energy efficiency programs on their utility bills.

e. An explanation that customers requesting to be exempt from participation in the electric energy efficiency plan will be
eligible to participate in demand response and natural gas energy efficiency programs and will be assessed costs related to
those programs on their utility bills.

f A statement that the exemption from participation in the electric energy efficiency plan is applicable for the five-year
plan cycle. The ability to request an exemption from participation in future electric energy efficiency plans will depend on the
specifics of the utility’s energy efficiency plan and demand response plan filing as approved by the board.

g. The utility’s telephone number, website address, and email address the customer should use to request an exemption
from participation in the electric energy efficiency plan.

h. A deadline by which customers must request an exemption. The deadline shall not be less than 30 days from the date
of the notice.

35.7(2) The utility shall deliver the approved notice to all affected customers within 30 days of the board approving the
notice.

199—35.8(476) Annual reporting requirements. Each utility shall file by May 1 of each year an energy efficiency annual
report which shall include the utility’s energy efficiency and demand response spending compared to the approved budgets,
actual demand and energy savings compared to the performance standards approved by the board. cost-effectiveness results
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for the prior calendar year. the results of any monitoring and verification activities, any additional information pertinent to the
implementation or performance of the energy efficiency or demand response plan for the previous calendar year such as
changes in outside firms used to implement energy efficiency programs, updates on pilot projects. and other information as
required by board order.

199—35.9(476) Energy efficiency and demand response cost recovery. Each utility shall be allowed to recover the
authorized energy efficiency and demand response plan expenditures adjusted for any overcollections or undercollections
calculated on an annual basis. The utility may propose to recover the portion of the costs of process-oriented industrial
assessments related to energy efficiency.

35.9(1) Accounting for costs. Each utility shall maintain accounting plans and procedures to account for all energy
efficiency and demand response costs.

a. Each utility shall maintain a subaccount system. work order system, or accounting system which identifies individual
costs by each program.

b. Each utility shall maintain accurate employee, equipment, material, and other records which identify all amounts
related to each individual energy efficiency or demand response program.

35.9(2) Automatic adjustment mechanism. Each utility shall file by June 1 of each year energy efficiency and demand
response costs proposed to be recovered in rates for the 12-month recovery period beginning at the start of the first utility
billing month at least 30 days following board approval.

35.9(3) Energy efficiency cost recovery (EECR) and demand response cost recovery (DRCR) factors. Each utility shall
calculate an EECR factor to recover the costs associated with the energy efficiency plan, and each electric utility shall also
calculate a DRCR factor to recover costs associated with the demand response plan. The utility shall calculate EECR/DRCR
factors separately for each customer classification or grouping previously approved by the board. A utility shall not use
customer classifications or allocations of indirect or other related costs, other than those previously approved by the board,
without filing for a modification of the energy efficiency and demand response plan and receiving board approval. Each utility
may elect to file its first EECR and DRCR factors up to 120 days after November 13, 2019.

a. EECR/DRCR factors shall be calculated according to the following formula:

authorized recovery +
EECRDRCR  _ overcollection/undercollection
factor

annual sales units

b. EECR/DRCR factor is the energy efficiency or demand response recovery amount per unit of sales.

c. Authorized recovery is the difference between the actual energy efficiency or demand response expenditures by
customer class for the previous calendar year and the approved energy efficiency or demand response budget by customer class
for the previous calendar year plus the approved energy efficiency or demand response budget by customer class for the current
calendar year.

d. Overcollection or undercollection is the actual amount recovered by customer class for the previous recovery period
less the amount authorized to be recovered by customer class for the previous recovery period. This may also include
adjustments ordered by the board in prudence reviews.

e. Annual sales units are the estimated sales for the 12-month recovery period for customers who have not requested an
exemption as allowed by rule 199—35.7(476).

35.9(4) Filing requirements. Each utility proposing to recover energy efficiency or demand response costs through an
automatic adjustment mechanism shall provide the following information:

a. The filing shall restate the derivation of each EECR/DRCR factor previously approved by the board.

b. The filing shall include new EECR/DRCR factors based on allocation methods and customer classifications and
groupings approved by the board in previous proceedings.

c. The filing shall include all worksheets and detailed supporting data used to determine new EECR/DRCR factors.
Information already on file with the board may be incorporated by reference in the filing.

d. The filing shall include a reconciliation comparing the amounts actually collected by the previous EECR/DRCR factors
to the amounts expended. Overcollection or undercollection shall be used to compute adjustment factors.

e. Ifthe board has determined in a prudence review that previously recovered energy efficiency or demand response costs
were imprudently incurred. adjustment factors shall include reductions for these amounts.

35.9(5) Tariff sheets. Upon approval of the new EECR/DRCR factors, the utility shall file separate tariff sheets for board
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approval to implement the EECR/DRCR factors in the utility’s rates.

35.9(6) Customers’ bills.

a. Each electric and natural gas utility shall include the EECR factor, the customer’s usage, and the dollar amount charge
on the customer’s bill. Customers who receive one bill for electric and natural gas service shall have a separate line item on the
bill for the electric EECR and the natural gas EECR.

b. Each electric utility shall represent the DRCR factor, the customer’s usage. and the dollar amount charge on the
customer’s bill.

199—35.10(476) Modification of an approved plan.

35.10(1) An approved energy efficiency plan or an approved demand response plan and associated budget may be modified
if the modification is approved by the board.

a. Electric utilities may request a modification to an approved energy efficiency plan due to changes in the funding as a
result of customers requesting exemptions from the electric energy efficiency plan.

b. Natural gas and electric utilities may request modification of an approved energy efficiency plan, or electric utilities
may request modification of an approved demand response plan, for any reason.

c. The board, on its own motion, may consider modification of the energy efficiency or demand response plan and budget.

35.10(2) All applications to modify shall be filed in the same docket in which the energy efficiency or demand response
plan was approved. All parties to the docket in which the energy efficiency or demand response plan was approved shall be
served copies of the application to modify and have 14 days to file an objection or agreement. Objections should be specifically
related to the contents of the modification. Failure to file timely objection shall be deemed agreement.

35.10(3) Each application to modify an approved energy efficiency or demand response plan shall include:

a. A statement of the proposed modification and the party’s interest in the modification.

b. An analysis supporting the requested modification.

c. An estimated implementation schedule for the modification.

d. A statement of the effect of the modification on attainment of the utility’s performance standards and on projected
results, including cost-effectiveness, of the utility’s implementation of its plan.

35.10(4) If the board finds that any reasonable grounds exist to investigate the proposed modification, a procedural schedule
shall be set and the board shall take action within 90 days after the modification request is filed.

35.10(5) If an application to modify is filed and the board finds that there is no reason to investigate, then the board shall
issue an order within 90 days after the modification request is filed stating the reasons for the board’s decision relating to the
application.

35.10(6) If the board rejects or modifies a utility’s plan, the board may require the utility to file a modified plan and may
specify the minimum acceptable contents of the modified plan.

199—35.11(476) Prudence review.

35.11(1) The board shall periodically conduct a contested case proceeding to evaluate the reasonableness and prudence of
the utility’s implementation of energy efficiency and demand response plans and budgets. The prudence review shall be based
upon the information filed by a utility in the annual report required by rule 199—35.8(476). or based on discovery conducted
in review of the annual reports.

35.11(2) The consumer advocate or another person may request the board to conduct a prudence review based upon the
information filed by a utility in the annual report required by rule 199—35.8(476). or based on discovery conducted in review
of the annual reports. The request to initiate the prudence review shall identify specific issues to be evaluated and may include
a proposed procedural schedule.

35.11(3) The board shall determine whether a contested case proceeding is necessary to address the issues raised in a
request for a prudence review.

35.11(4) Disallowance of past costs. If the board finds the utility did not take all reasonable and prudent actions to cost-
effectively implement its energy efficiency or demand response programs, the board shall determine the amount in excess of
those costs that would have been incurred under reasonable and prudent implementation. That amount shall be deducted from
the next EECR/DRCR factors calculated pursuant to subrule 35.9(3) until the disallowed costs have been satisfied.

199—35.12(476) New structure energy conservation standards. A utility providing natural gas or electric service shall not
provide service to any structure completed after April 1, 1984, unless the owner or builder of the structure has certified to the
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utility that the building conforms to the energy conservation requirements adopted under 661—Chapter 303. If this compliance
is already being certified to a state or local agency. a copy of that certification shall be provided to the utility. If no state or
local agency is monitoring compliance with these energy conservation standards. the owner or builder shall certify that the
structure complies with the standards by signing a form provided by the utility. No certification will be required for structures
that are not governed by 661—Chapter 303.

These rules are intended to implement Towa Code section 476.6.

*For rules being re-promulgated with changes, you may attach a document with suggested changes.

METRICS
Total number of rules repealed: 0
Proposed word count reduction after repeal and/or re-promulgation 309
Proposed number of restrictive terms eliminated after repeal and/or re-promulgation | 39

ARE THERE ANY STATUTORY CHANGES YOU WOULD RECOMMEND INCLUDING CODIFYING ANY RULES?
No
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Draft Regulatory Analysis
TEXT BOXES WILL EXPAND AS YOU TYPE
Agency Namelowa Utilities Board Rule # 199 TAC chapter 35

Iowa Code Section Authorizing Rule Jowa Code §§ 476.2 and 476.6(15)

State or Federal Law(s) Implemented by the Rule Jowa Code § 476.6

Public Hearing

A public hearing at which persons may present their views orally or in writing will be held as
follows:

Date/Time:  July 17,2024 at 2 p.m.

Location: Board Hearing Room. 1375 East Court Avenue. Des Moines. lowa

Any interested person may submit written comments concerning this regulatory analysis. Written
comments in response to this regulatory analysis must be received by the Department no later than
4:30 p.m. on the date of the public hearing. Comments should be directed to:

Contact Name
| IT Support |

Address
| Towa Utilities Board |

Email and/or phone number
| ITsupport@iub.iowa.gov |

Purpose and summary of proposed rule:

The purpose of this proposed rulemaking is to explain the procedures governing energy
efficiency and demand response proceedings.

Analysis of Impact of Proposed Rule

1. Persons affected by the proposed rule
® C(lasses of persons that will bear the costs of the proposed rule:
The proposed rules apply to rate-regulated natural gas and electric utilities that are required by
the ITowa Code to file five-year energy efficiency plans and demand response plans for review
and approval by the Iowa Utilities Board (IUB).
® (lasses of persons that will benefit from the proposed rule:
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The proposed rules benefit rate-regulated natural gas and electric utilities and other parties that
wish to participate in energy efficiency and demand response proceedings.

2. Impact of the proposed rule, economic or otherwise, including the nature and amount of all
the different kinds of costs that would be incurred

® (Quantitative description of impact:
These proposed rules are intended to assist rate-regulated natural gas and electric utilities and
other members of the public that wish to participate in energy efficiency and demand response
proceedings by describing and detailing the rules governing such proceedings. The rules are
further intended to ensure that such proceedings are fairly and efficiently conducted. While
these proceedings may result in costs to rate-regulated natural gas and electric utilities and
participating members of the public, those costs are more directly caused by the Iowa Code
provisions that require the energy efficiency and demand response proceedings, and the
proposed rules in chapter 35 are intended to assist in minimizing the costs and time spent
participating in such proceedings.

® Qualitative description of impact:
Proposed chapter 35 assists rate-regulated natural gas and electric utilities and other members
of the public wishing to participate in energy efficiency and demand response proceedings. The
proposed rules detail proceeding expectations and procedures.

3. Costs to the state

e Implementation and enforcement costs borne by the agency or any other agency:
Because proposed chapter 35 only provides the framework for energy efficiency and demand
response proceedings, the rules are not viewed as directly causing costs to the agency; rather,
the agency costs associated with such proceedings are more directly caused by Iowa Code §
476.6, which requires the energy efficiency and demand response proceedings.

e Anticipated effect on state revenues:
| There is no anticipated effect on state revenues. |

4. Comparison of the costs and benefits of the proposed rule to the costs and benefits of
inaction

As discussed in previous responses, because proposed chapter 35 imposes no direct costs on the
public, including rate-regulated natural gas and electric utilities, or the agency (or any other
agency), and because the public benefits from the availability of the information contained in
chapter 35, the benefits of providing the information outweigh the cost. Inaction is not advised
because the public would not be aware of what was needed to fully participate in energy
efficiency and demand response proceedings.

5. Determination if less costly methods or less intrusive methods exist for achieving the
purpose of the proposed rule
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Because proposed chapter 35 imposes no direct costs, the agency does not believe there is a less
costly or intrusive method.

6. Alternative methods considered by the agency
® Description of any alternative methods that were seriously considered by the
agency:
| The agency considered inaction. |
® Reasons why they were rejected in favor of the proposed rule:

As stated above, inaction is not advisable because there is value in rules that inform the public
of the procedures governing energy efficiency and demand response proceedings.

Small Business Impact

If the rule will have a substantial impact on small business, include a discussion of whether it
would be feasible and practicable to do any of the following to reduce the impact of the rule on
small business:

e Establish less stringent compliance or reporting requirements in the rule for small business.

e Establish less stringent schedules or deadlines in the rule for compliance or reporting
requirements for small business.

e Consolidate or simplify the rule’s compliance or reporting requirements for small business.

e Establish performance standards to replace design or operational standards in the rule for
small business.

e Exempt small business from any or all requirements of the rule.

If legal and feasible, how does the rule use a method discussed above to reduce the substantial
impact on small business?

The agency does not believe proposed chapter 35 has an adverse effect on small business.

Text of Proposed Rule:

CHAPTER 35
ENERGY EFFICIENCY AND DEMAND RESPONSE PLANNING AND REPORTING FOR RATE-
REGULATED NATURAL GAS AND ELECTRIC UTILITIES

199—35.1(476) Authority and purpose. These rules are intended to implement Iowa Code sections
476.6(13) and 476.6(15) relating to the energy efficiency and demand response plans and reports filed by rate-
regulated natural gas and electric utilities. The purpose of these rules is to establish requirements for energy
efficiency and demand response plans, modifications, prudence reviews, and cost-recovery tariffs.
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199—35.2(476) Definitions. Except where otherwise specifically defined by law:

“Annual Iowa retail rate revenue” means the utility’s expected revenue forecast based on customer
growth rate, usage per customer, volumes, margin rate, customer charge rate, and the cost of generation or
fuel.

“Assessment of potential” means development of cost-effective 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 and considering market factors including, but
not limited to, the effects of rate impacts. the need to capture lost opportunities, the non-energy benefits of
measures, and the strategic value of energy efficiency and demand response to the utility.

“Avoided cost” means the cost the utility would have to pay to provide energy and capacity from
alternative sources of supply available to utilities as calculated pursuant to subparagraphs 35.5(4) “m ”(7) and
35.5(4)“n”(4).

“Cost-effectiveness tests” means one of the five acceptable economic tests used to compare the present
value of applicable benefits to the present value of applicable costs of an energy efficiency or demand response
program or plan. The tests are the participant cost test, the ratepayer impact measure test, the societal cost
test, the total resource cost test, and the utility cost test. A program or plan passes a cost-effectiveness test if
the cost-effectiveness ratio is equal to or greater than one.

“Customer incentive” means an amount or amounts provided to or on behalf of customers for the purpose
of having customers participate in energy efficiency programs. Customer incentives do not include the cost
of information provided by the utility. nor do they include customers’ bill reductions associated with reduced
energy usage due to the implementation of energy efficiency programs. For the purposes of energy efficiency
pricing strategies, “incentive” means the difference between a customer’s bill on an energy efficiency
customized rate and the customer’s bill on a traditional rate considering factors such as the elasticity of
demand.

“Demand response” means changes in a customer’s consumption pattern in response to changes in the
price of electricity over time, or in response to incentive payments to induce reduced consumption during
periods of high wholesale prices or when system reliability is jeopardized.

“Economic potential” means the energy and capacity savings that result in future years when measures
are adopted or applied by customers at the time it is economical to do so. For purposes of this chapter,
economic potential may be determined by comparing the utility’s avoided cost savings to the incremental cost
of the measure.

“Energy efficiency measures”’ means activities on the customers’ side of the meter that reduce customers’
energy use or demand including, but not limited to, end-use efficiency improvements or pricing strategies.

“Energy savings performance standards” means those standards that are cost-effectively achieved. with
the exception of programs for qualified low-income persons. tree-planting programs. educational programs,
and assessments of consumers’ needs for information to make effective choices regarding energy use and
energy efficiency. and includes the annual capacity savings stated either in kilowatt per day (kW/day). in
dekatherm per day (dth/day). or in thousand cubic feet per day (Mcf/day) and the annual energy savings stated
in either kilowatt hour (kWh), dth, or Mcf.

“Free riders” means program participants who would have implemented energy efficiency measures or
practices even without the program.

“Marginal energy cost” means the cost associated with supplying the next Mcf or dth of natural gas for
a natural gas utility and the energy or fuel cost associated with generating or purchasing the next kWh of
electricity for an electric utility.

“Market effects” means a change in the structure of a market or the behavior of participants in a market
that is reflective of an increase (or decrease) in the adoption of energy-efficient products, services, or practices
and is related to market intervention(s) (e.g., programs).

“Net benefits ” means the present value of benefits less the present value of costs as defined in the cost-
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effectiveness test.

“Non-energy benefits ” means the many and diverse benefits produced by energy efficiency in addition to
energy and demand savings. The beneficiaries of these benefits can be utility systems, participants, and
society.

“Participant cost test” means an economic test used to compare the present value of benefits to the
present value of costs over the useful life of an energy efficiency or demand response measure or program
from the participant’s perspective. Present values are calculated using a discount rate appropriate to the class
of customers to which the energy efficiency or demand response measure or program is targeted. Benefits are
the sum of the present values of the customers’ bill reductions, tax credits. non-energy benefits and customer
incentives for each year of the useful life of an energy efficiency or demand response measure or program.
Costs are the sum of present values of the customer participation costs (including initial capital costs. ongoing
operations and maintenance costs. removal costs less a salvage value of existing equipment. and the value of
the customer’s time in arranging installation. if significant) and any resulting bill increases for each year of
the useful life of the measure or program. The calculation of bill increases and decreases must account for any
time-differentiated rates to the customer or class of customers being analyzed.

“Persistence of energy savings” means the savings due to changed operating hours, human behavior,
interactive factors, and the degradation in equipment efficiency over the life of the measure compared to the
baseline.

“Process-oriented industrial assessment” means an analysis that promotes the adoption of energy
efficiency measures by examining the facilities, operations, and equipment of an industrial customer in which
energy efficiency opportunities may be embedded.

“Ratepayer impact measure test” means an economic test used to compare the present value of the
benefits to the present value of the costs over the useful life of an energy efficiency or demand response
measure or program from a rate level or utility bill perspective. Present values are calculated using the utility’s
discount rate. Benefits are the sum of the present values of utility avoided capacity and energy costs (excluding
the externality factor) and any revenue gains due to the energy efficiency or demand response measure or
program for each year of the useful life of the measure or program. Costs are the sum of the present values of
utility increased supply costs. revenue losses due to the energy efficiency or demand response measures, utility
program costs, and customer incentives for each year of the useful life of the measure or program. The
calculation of utility avoided capacity and energy, increased utility supply costs, and revenue gains and losses
must use the utility costing periods.

“Societal cost test” means an economic test used to compare the present value of the benefits to the
present value of the costs over the useful life of an energy efficiency or demand response measure or program
from a societal perspective. Present values are calculated using a 12-month average of the 10-year and 30-
year Treasury Bond rate as the discount rate. The average is calculated using the most recent 12 months at the
time the utility calculates its cost-effectiveness tests for its energy efficiency or demand response plan.
Benefits are the sum of the present values of the utility avoided supply, non-energy benefits, and energy costs
including the effects of externalities. Costs are the sum of the present values of utility program costs
(excluding customer incentives), participant costs, and any increased utility supply costs for each year of the
useful life of the measure or program. The calculation of utility avoided capacity and energy and increased
utility supply costs must use the utility costing periods.

“Spillover (fiee drivers)” means the reduction in energy consumption or demand, or the reduction in both,
caused by the presence of an energy efficiency or demand response program, beyond the program-related
gross savings of the participants and without financial or technical assistance from the program. The term
“free drivers” may be used for individuals who have spillover effects.

“Take-back effect” means a tendency to increase energy use in a facility, or for an appliance, as a result
of increased efficiency of energy use. For example, a customer’s installation of high-efficiency light bulbs
and the subsequent longer operation of lights constitutes “taking back™ some of the energy otherwise saved
by the efficient lighting.
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“Total resource cost test” means an economic test used to compare the present value of the benefits to
the present value of the costs over the useful life of an energy efficiency or demand response measure or
program from a resource perspective. Present values are calculated using a 12-month average of the 10-year
and 30-year Treasury Bond rate as the discount rate. The average is calculated using the most recent 12 months
at the time the utility calculates its cost-effectiveness tests for its energy efficiency or demand response plan.
Benefits are the sum of the present values of the utility avoided supply, energy costs. non-energy benefits,
and federal tax credits. Costs are the sum of the present values of utility program costs (excluding customer
incentives), participant costs, and any increased utility supply costs for each year of the useful life of the
measure or program. The calculation of utility avoided capacity and energy and increased utility supply costs
must use the utility costing periods.

“Usefil life” means the number of years an energy efficiency measure will produce benefits.

“Utility cost test” means an economic test used to compare the present value of the benefits to the present
value of the costs over the useful life of an energy efficiency or demand response measure or program from
the utility revenue requirement perspective. Present values are calculated using the utility’s discount rate.
Benefits are the sum of the present values of each year’s utility avoided capacity. non-energy benefits, and
energy costs (excluding the extemality factor) over the useful life of the measure or program. Costs are the
sum of the present values of the utility’s program costs, customer incentives, and any increased utility supply
costs for each year of the useful life of the measure or program. The calculation of utility avoided capacity
and energy and increased utility supply costs must use the utility costing periods.

199—35.3(476) Energy efficiency and demand response plan filing.

35.3(1) Each electric and natural gas utility shall file a five-year energy efficiency plan. Each electric
utility shall file a five-year demand response plan. Combination electric and natural gas utilities may file
combined assessments of potential and energy efficiency and demand response plans but separately specify
which energy efficiency programs and costs are attributable to the electric operation, which are attributable
to the natural gas operation, and which are attributable to both. If a combination utility files separate plans,
the board may consolidate the plans for purposes of review and hearing.

35.3(2) Written notice of the energy efficiency and demand response plans. Each electric and natural gas
utility shall: (1) deliver a written notice of its plan filing to all affected customers no more than 62 days prior
to the filing of its energy efficiency and demand response plans, and (2) file the written notice with the board
for approval not less than 45 days prior to the delivery of the proposed notification to affected customers.
Additional information not related to the energy efficiency and demand response plans shall be kept to a
minimum and not distract from the required content. The form of the notice, once approved by the board, may
not be altered except to include the rate and bill impact dollars and percentages. The type size and quality
shall be easily legible. The notice shall, at a minimum, include the following elements:

a. A statement that the utility will be filing energy efficiency and demand response plans with the board.

b. A brief identification of the proposed energy efficiency and demand response programs, a description
of benefits and savings associated with the energy efficiency and demand response plans, and the estimated
annual cost of the proposed energy efficiency and demand response programs during the five-year budget
time frame.

c. The estimated annual rate and bill impacts of the proposed energy efficiency and demand response
plans on each class of customer. and the estimated annual jurisdictional rate impact for each major customer
grouping in dollars and as a percentage, with the proposed actual increases to be filed at the time of notice to
customers. The utility may represent the estimated annual rate and bill impact dollars and percentages with
blank spaces: however, the board may require the utility to submit additional information necessary for review
of the proposed form of notice. A copy of the notice with the final annual rate and bill impact dollars and
percentages shall be filed with the board at the time of customer notification.

d. A statement that the board will be conducting a contested case proceeding to review the application
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and that a customer may file comments in the board’s electronic filing system.
e. The telephone numbers, websites, email addresses, and mailing addresses of the utility. the board. and
the consumer advocate, for the customer to contact with questions.

199—35.4(476) Assessment of potential and collaboration.

35.4(1) Assessment of potential. The utility shall conduct an assessment of potential study to determine
the cost-effective energy and capacity savings available in accordance with Towa Code section 476.6(15). The
utility’s assessment shall address the potential energy and capacity savings in each of ten years subsequent to
the year the assessment is filed and include an economic and impact analyses of measures that addresses
benefits and costs over the entire estimated useful lives of energy efficiency measures.

35.4(2) Collaboration. A utility shall offer interested persons the opportunity to participate in the
development of its energy efficiency and demand response plans by providing the opportunity for interested
persons to offer suggestions for programs and for the assessment of potential and to review and comment on
the utility’s draft of the assessment of potential and energy efficiency and demand response plans. The utility
may analyze proposals from participants to help determine the effects of the proposals on its plan. A
participant is responsible to provide sufficient supporting information to enable the utility to analyze the
participant’s proposal. The opportunity to participate shall commence at least 180 days prior to the date the
utility submits its energy efficiency and demand response plans and assessment of potential to the board.

199—35.5(476) Energy efficiency and demand response plan requirements.

35.5(1) Each electric and natural gas utility shall file with the board an energy efficiency plan and each
electric utility shall file a demand response plan.

35.5(2) The utility’s energy efficiency and demand response plans shall include testimony, exhibits, and
workpapers including Microsoft Excel or similar software versions of exhibits and workpapers.

35.5(3) A utility’s plan shall include a range of programs that address all customer classes across its Iowa
jurisdictional territory and include a program for qualified low-income residential customers. including a
cooperative program with any community action agency. as defined and listed on the Iowa department of
health and human services website, within the utility’s service area to implement countywide or
communitywide energy efficiency programs for qualified low-income persons. The utility shall consider
including in its plan a program for tree-planting, educational programming, and assessments of consumers’
needs for information to make effective choices regarding energy use and energy efficiency.

35.5(4) The following information shall be provided by the utility with its energy efficiency and demand
response plan:

a. A summary of the energy efficiency and demand response plans and results of the assessment of
potential written in a nontechnical style for the benefit of the general public.

b. The assessment of potential study.

c. Cost-effectiveness test analysis.

(1) The utility shall analyze cost-effectiveness for the plan as a whole and for each proposed program,
using the total resource cost, societal cost, utility cost, and ratepayer impact measure and participant tests. If
the utility uses a test other than the societal cost test as the criterion for determining cost-effectiveness of
utility implementation of energy efficiency measures, the utility shall describe and justify its use of the
alternative test or combination of tests and compare the resulting impacts with the impacts from the societal
cost test. The utility shall describe and justify the level or levels of cost-effectiveness. if greater or less than a
cost-effectiveness ratio of 1.0, to be used as a threshold for determining cost-effectiveness of programs. The
utility’s threshold of cost-effectiveness for its plan as a whole shall be a cost-effectiveness ratio of 1.0 or
greater.

(2) The utility’s analyses shall use inputs or factors reasonably expected to influence cost-effective
implementation of programs, including escalation rates and avoided costs for each cost and benefit component
of the cost-effectiveness test, to reflect changes over the useful lives of the programs.

(3) The utility shall provide the analyses. assumptions, inputs, and results of cost-effectiveness tests,
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including the cost-effectiveness ratios and net benefits, for the plans as a whole and for each program. Low-
income, tree-planting, educational programs, and assessments of consumers’ needs for information to make
effective choices regarding energy use and energy efficiency need not be tested for cost-effectiveness unless
the utility wishes to present the results of cost-effectiveness tests for informational purposes.

d. Descriptions of each program. If a proposed program is identical to an existing program. the utility
may reference the program description currently in effect. A description of each proposed program shall
include:

(1) The name of the program.

(2) The customers the program targets.

(3) The energy efficiency or demand response measures promoted by the program.

(4) The proposed utility promotional techniques. including the rebates or incentives offered through the
program.

(5) The proposed rates of program participation or implementation of measures. including both eligible
and estimated actual participants.

e. The gross and net estimated annual energy and demand savings for the plan and each program for
each year the program that accounts for free riders, take-back effects. spillover (free drivers), market effects,
and persistence of energy savings.

/- The budget for the plan and for each program for each year of implementation or for each of the next
five years of implementation, whichever is less, itemized by proposed costs and_be consistent with the
accounting plan required pursuant to subrule 35.9(1). Cost categories for the plan and program budgets include
Overhead and Incentives as described herein, and the cost categories shall be further described by the
following subcategories: classifications of persons to be working on energy efficiency and demand response
programs, full-time equivalents, dollar amount of labor costs. and the name of outside firm(s) employed and
a description of service(s) to be provided.

(1) “Overhead” consists of:

1. Planning and design costs, which include internal and third-party expenses associated with program
development, design for new programs, modifications to existing programs, the assessment of potential, and
the Towa Technical Reference Manual.

2. Administrative costs, which include internal and third-party expenses associated with program
implementation and support functions such as: fully loaded utility labor costs; office supplies and technology
costs associated with program operations and delivery; program implementation costs; and labor costs for
vendors required for successful operation and implementation of programs.

3. Advertising and promotional costs, which include internal and third-party labor and materials
expenses associated with program-specific marketing and training and demonstration aimed at promoting
energy efficiency awareness or the programs included in a utility’s plan. Advertising which is part of an
approved energy efficiency or demand response plan is deemed to be advertising required by the board for
purposes of ITowa Code section 476.18(3).

4. Monitoring and evaluation costs, which include internal and third-party expenses associated with
ongoing program review, prepayment verification inspections, and evaluation, measurement and verification
required to be completed at least once during the five-year plan.

5. Education costs, which include internal and third-party labor and material expenses associated with
program-specific or general energy efficiency education.

6. Miscellaneous costs, which are all other costs related to the implementation of the plan that are not
attributable to any other cost category.

(2) “Incentives” consist of:

1. Customer incentives, which are utility contributions provided to participants, such as rebates, direct-
install measures, energy audits, energy efficiency kits, and low-income weatherization. This includes
nonrebate contributions to participants, such as payments to dealers, rate credits, and bill credits.

2. Equipment costs, which include program-specific costs associated with hardware purchased by the
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utility and given to customers to facilitate the customer’s participation in the program.

3. Installation costs, which include internal and third-party labor associated with installation or
replacement of equipment provided to participants, such as the installation of direct-install measures or load
control devices.

g. A description of a pilot project as a program, if the pilot project is justified by the utility. Pilot projects
are expected to explore areas of innovative or unproven approaches and include proposed evaluation
procedures.

h. The rate impacts and average bill impacts. by customer class, resulting from the plan.

i. The utility’s forecasted electric or natural gas or electric and natural gas annual Towa retail rate
revenue for each of the five plan years. identifying all adjustments and eliminations to its revenue forecasts
and the Federal Energy Regulatory Commission (FERC) accounts used to develop its forecasts.

j. A monitoring and evaluation plan describing how the utility proposes to monitor and evaluate the
implementation of its proposed programs. including how it will accumulate and validate the information
needed to measure the plan’s performance against the standards, a timeline that outlines each phase of the
monitoring and evaluation plan, and a proposed format for monitoring reports and a description of how annual
results will be reported to the board on a detailed, accurate and timely basis.

k. A summary of collaborative efforts and a summary of collaboration participants’ suggestions, utility
responses to the suggestions. and specific reasons for including or declining to include the suggestions in the
utility’s energy efficiency or demand response plans.

[. These additional requirements for electric utilities:

(1) Load forecast. Information specifying forecasted demand and energy use on a calendar-year basis.
which shall include:

1. A statement, in numerical terms. of the utility’s current 20-year forecasts including reserve margin
for summer and winter peak demand and for annual energy requirements, the effects to date of current and
ongoing utility energy efficiency programs, not the effects of the proposed programs in paragraph 35.5(4) “d.”

2. The date and amount of the utility’s highest peak demand within the past five years, stated on both an
actual and a weather-normalized basis. The utility shall include an explanation of the weather-normalization
procedure.

3. A comparison of the forecasts made for each of the previous five years to the actual and weather-
normalized demand in each of the previous five years.

4. An explanation of all significant methods and data used, as well as assumptions made. in the current
20-year forecast, including_all forecasts of variables used in its demand and energy forecasts and separate
identification of all sources of variables used, such as implicit price deflator, electricity prices by customer
class, gross domestic product, sales by customer class, number of customers by class, fuel price forecasts for
each fuel type, and other inputs.

5. A statement of the margin of error for each assumption or forecast.

6. An explanation of the results of sensitivity analyses performed, including a specific statement of the
degree of sensitivity of estimated need for capacity to potential errors in assumptions, forecasts and data. The
utility may present the results and an explanation of other methods of assessing forecast uncertainty.

(2) Class load data. Load data for each class of customer that is served under a separate rate schedule or
is identified as a separate customer class and accounts for 10 percent or more of the utility’s demand in kW
at the time of the monthly system peak for every month in the year. If those figures are not available, the data
shall be provided for each class of customer that accounts for 10 percent of the utility’s electric sales in kWh
for any month in the reporting period. The data shall be based on a sample metering of customers that is
designed to achieve a statistically expected accuracy of plus or minus 10 percent at the 90 percent confidence
level for loads during the yearly system peak hour(s). These data must appear in all filings, except as provided
for in numbered paragraph 35.5(4) “1”°(2)“3.”

1. The following information shall be provided for each month of the previous year:

e Total system class maximum demand (in kW), number of customers in the class, and system class
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sales (in kWh):

e Jurisdictional class contribution (in kW) to the monthly maximum system coincident demand as
allocated to jurisdiction;

e Total class contribution (in kW) to the monthly maximum system coincident demand, if not
previously reported:

e Total system class maximum demand (in kW) allocated to jurisdiction, if not previously reported: and

e Hourly total system class loads for a typical weekday. a typical weekend day. the day of the class
maximum demand, and the day of the system peak.

2. The company shall file an explanation. with all supporting workpapers and source documents, as to
how class maximum demand and class contribution to the maximum system coincident demand were
allocated to jurisdiction.

3. The load data for each class of customer described above may be gathered by a multijurisdictional
utility on a uniform integrated system basis rather than on a jurisdictional basis. Adjustments for substantive
and unique jurisdictional characteristics, if any, may be proposed. The load data for each class of customer
shall be collected continuously and filed annually. except for the period associated with necessary
interruptions during any year to modify existing or implement new data collection methods. Data filed for the
period of interruption shall be estimated. An explanation of the estimation technique shall be filed with the
data. To the extent consistent with sound sampling and the required accuracy standards. an electric public
utility is not required to annually change the customers being sampled.

(3) Existing capacity and firm commitments. Information specifying the existing generating capacity and
firm commitments to provide service. The utility shall include in its filing a copy of its most recent load and
capability report submitted to Midcontinent Independent System Operator, Inc. (MISO).

1. For each generating unit owned or leased by the utility. in whole or in part, the energy efficiency and
demand response plan shall include the following information:

e Both summer and winter net generating capability ratings as reported to the North American Electric
Reliability Corporation (NERC).

e The estimated remaining time before the unit will be retired or require life extension.

2. For each commitment to own or lease future generating firm capacity, the plan shall include the
following information:

The type of generating capacity.

The anticipated in-service year of the capacity.

The anticipated life of the generating capacity.

Both summer and winter net generating capability ratings as reported to the NERC.

3. For each capacity purchase commitment which is for a period of six months or longer, the plan shall
include the following information:

e The entity with whom commitments have been made and the time periods for each commitment.

e The capacity levels in each year for the commitment.

4. For each capacity sale commitment which is for a period of six months or longer, the plan shall include
the following information:

e The entity with whom a commitment has been made and the time periods for the commitment.

The capacity levels in each year.

The capacity payments to be received per kW per year in each year.
The energy payments to be received per kWh per year.

Any other payments the utility receives in each year.

(4) Capacity surpluses and shortfalls. Information identifying projected capacity surpluses and shortfalls
over the 20-year planning horizon, which shall include:

1. A numerical and graphical representation of the utility’s 20-year planning horizon comparing
forecasted demand in each year from subparagraph 35.5(4) “/”(1) to committed capacity in each year from
numbered paragraphs 35.5(4) “I”’(3)“1” to 35.5(4) “I”’(3)“4.” Forecasted peak demand shall include reserve
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requirements.

2. For each year of the 20-year planning horizon, the plan shall list in megawatts (MW) the amount by
which committed capacity either exceeds or falls below the forecasted demand.

(5) Capacity outside the utility’s system. Information about capacity outside of the utility’s system that
could meet its future needs including. but not limited to. cogeneration and independent power producers,
expected to be available to the utility during each of the 20 years in the planning horizon. The utility shall
include in its filing a copy of its most recent load and capability report submitted to MISO.

(6) Future supply options and costs. Information about future supply options and their costs identified by
the utility as the most effective means of satisfying all projected capacity shortfalls in the 20-year planning
horizon in subparagraph 35.5(4) “I”’(4). which shall include:

1. The following information which describes each future supply option as applicable:

e The anticipated year the supply option would be needed.

e The anticipated type of supply option, by fuel.

e The anticipated net capacity of the supply option.

2. The utility shall use the actual capacity cost of any capacity purchase identified in numbered
paragraph 35.5(4) “/”’(6)“1” and shall provide the anticipated annual cost per net kW per year.

3. The utility shall use the installed cost of a combustion turbine as a proxy for the capacity cost of any
power plant identified in numbered paragraph 35.5(4) “/”(6)*“1.” For the first power plant option specified in
numbered paragraph 35.5(4) “/”°(6)“1.” the following information shall be provided:

e The anticipated life.

e The anticipated total capital costs per net kW, including allowance for funds used during construction
(AFUDC) if applicable.

e The anticipated revenue requirement of the capital costs per net kKW per year.

e The anticipated revenue requirement of the annual fixed operations and maintenance costs, including
property taxes, per net KW for each year of the 20-year planning horizon.

e The anticipated net present value of the revenue requirements per net kW.

e The anticipated revenue requirement per net KW per year calculated by utilization of an economic
carrying charge.

e The after-tax discount rate used to calculate the revenue requirement per net kW per year over the life
of the supply option.

e Adjustment rates (for example. inflation or escalation rates) used to derive each future cost in
numbered paragraph 35.5(4) “17°(6)“3.”

4. The capacity costs of the new supply options allocated to costing periods. The utility shall describe
its method of allocating capacity costs to costing periods. The utility shall specify the hours, days, and weeks
which constitute its costing periods. For each supply option identified in numbered paragraph
35.5(4) “I’(6)“1.” the plan shall include:

e The anticipated annual cost per net kKW per year of capacity purchases from numbered paragraph
35.5(4) “I’(6)*2” allocated to each costing period if it is the highest cost supply option in that year.

e The anticipated total revenue requirement per net kW per year from numbered paragraph
35.5(4) “I”’(6)3™ allocated to each costing period if it is the highest cost supply option in that year.

(7) Avoided capacity and energy costs. Avoided capacity costs shall be based on the future supply option
with the highest value for each year in the 20-year planning horizon identified in numbered paragraph
35.5(4) “I”’(6). Avoided energy costs shall be based on the marginal costs of the utility’s generating units or
purchases. The utility shall use the same costing periods identified in numbered paragraph 35.5(4) “I”’(6)“2”
when calculating avoided capacity and energy costs. A party may submit, and the board shall consider,
alternative avoided capacity and energy costs derived by an alternative method. A party submitting alternative
avoided costs shall also submit an explanation of the alternative method.

1. Avoided capacity costs. Calculations of avoided capacity costs in each costing period shall be based
on the following formula:
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AVOIDED CAPACITY COST=C x (1 +RM) x (1 +DLF) x (1 + EF)

C (capacity) is the greater of NC or RC.

NC (new capacity) is the value of future capacity purchase costs or future capacity costs expressed in
dollars per net kW per year of the utility’s new supply options from numbered paragraphs 35.5(4) “1”’(6)“2”
and “3” in each costing period.

RC (resalable capacity) is the value of existing capacity expressed in dollars per net kW per year that
could be sold to other parties in each costing period.

RM (reserve margin) is the generation reserve margin criterion adopted by the utility.

DLF (demand loss factor) is the system demand loss factor expressed as a fraction of the net power
generated, purchased, or interchanged in each costing period. For example, the peak system demand loss
factor would be equal to peak system power loss (MW) divided by the net system peak load (MW) for each
costing period.

EF (externality factor) is a 10 percent factor applied to avoided capacity costs in each costing period to
account for societal costs of supplying energy. In addition, the utility may propose a different externality
factor but must document the factor’s accuracy.

2. Avoided energy costs. Calculations of avoided energy costs in each costing period shall be based on
the following formula:

AVOIDED ENERGY COSTS = MEC x (1 + ELF) x (1 + EF)

MEC (marginal energy cost) is the marginal energy cost expressed in dollars per kWh, inclusive of
variable operations and maintenance costs, for electricity in each costing period.

ELF (system energy loss factor) is the system energy loss factor expressed as a fraction of net energy
generated, purchased, or interchanged in each costing period.

EF (externality factor) is a 10 percent factor applied to avoided energy costs in each costing period to
account for societal costs of supplying energy. In addition, the utility may propose a different externality
factor but must submit documentation of the factor’s accuracy.

m. Additional requirements for natural gas utilities:

(1) Forecast of demand and transportation volumes. Information specifying the natural gas utility’s
demand and transportation volume forecasts, which includes:

1. A statement in numerical terms of the utility’s current 12-month and five-year forecasts of total annual
throughput and peak day demand. including reserve margin, based on the purchased gas adjustment (PGA)
year by customer class, including the effects to date of current ongoing utility energy efficiency programs,
but not including the effects of the proposed energy efficiency programs in paragraph 35.5(4) “d.”

2. A statement in numerical terms of the utility’s highest peak day demand and annual throughput for
the past five years by customer class.

3. A comparison of the forecasts made for the preceding five years to the actual and weather-normalized
peak day demand and annual throughput by customer class, including an explanation of the weather-
normalization procedure.

4. A forecast of the utility’s demand for transportation volume for both peak day demand and annual
throughput for each of the next five years.

5. The existing contract deliverability by supplier, contract and rate schedule for the length of each
contract.

6. An explanation of all significant methods and data used, as well as assumptions made, in the current
five-year forecast(s). The utility shall file all forecasts of variables used in its demand and energy forecasts.
If variables are not forecasted, the utility shall indicate all sources of variable inputs.

7. A statement of the margin of error for each assumption or forecast.

8. An explanation of the results of the sensitivity analysis performed by the utility, including a specific
statement of the degree of sensitivity of estimated need for capacity to potential errors in assumptions,
forecasts, and data.

(2) Capacity surpluses and shortfalls. Information identifying projected capacity surpluses and shortfalls
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over the five-year planning horizon, which includes a numerical and graphical representation of the utility’s
five-year planning horizon comparing forecasted peak day demand in each year from numbered paragraph
35.5(4) “m”(1)“1” to the total of existing contract deliverability. from numbered paragraph 35.5(4) “m ”(1)<5.”
The comparison shall list in dth or Mcf any amount for any year that contract deliverability falls below the
forecast of peak day demand. Forecasted peak day demand shall include reserve margin.

(3) Supply options. Information about new supply options identified by the utility as the most effective
means of satisfying all projected capacity shortfall in the 12-month and five-year planning horizons in
subparagraph 35.5(4) “m ”(2). For each supply option identified, the plan shall include:

The year the option would be needed.

The type of option.

The net peak day capacity.

The estimated future capacity costs per dth or Mcf of peak day demand of the options.
The estimated future energy costs per dth or Mcf of each option in current dollars.

A description of the method used to estimate future costs.

(4) Natural gas avoided capacity and energy costs. Information regarding avoided costs shall specify the
days and weeks which constitute the utility’s peak and off-peak periods. Avoided costs shall be calculated for
the peak and off-peak periods and adjusted for inflation to derive an annual avoided cost over a 20-year period.
In addition, all parties may submit information specifying the hours. days, and weeks which constitute
alternative costing periods. A party may submit, and the board shall consider, alternative avoided capacity
and energy costs derived by an alternative method. A party submitting alternative avoided cost methodology
shall also submit an explanation of the alternative method.

1. Avoided capacity costs. Calculations of avoided capacity costs in the peak and off-peak periods shall
be based on the following formula:

AVOIDED CAPACITY COSTS = [(D + OC) x (1 +RM)] x (1 + EF)

D (demand) is the greater of CD or FD.

CD (current demand cost) is the utility’s average demand cost expressed in dollars per dth or Mcf during
peak and off-peak periods.

FD (future demand costs) is the utility’s average future demand cost over the 20-year period expressed in
dollars per dth or Mcf when supplying natural gas during peak and off-peak periods.

RM (reserve margin) is the reserve margin adopted by the utility.

OC (other cost) is the value of any other costs per dth or Mcf related to the acquisition of natural gas
supply or transportation by the utility over the 20-year period in the peak and off-peak periods.

EF (externality factor) is a 7.5 percent factor applied to avoided capacity costs in the peak and off-peak
periods to account for societal costs of supplying energy. In addition, the utility may propose a different
externality factor but must submit documentation of the factor’s accuracy.

2. Avoided energy costs. Calculations of avoided energy costs in the peak and off-peak periods on a
seasonal basis shall be based on the following formula:

AVOIDED ENERGY COSTS = (E + VOM) x (1 + EF)

E (energy costs) is the greater of ME or FE.

ME (current marginal energy costs) is the utility’s current marginal energy costs expressed in dollars per
dth or Mcf during peak and off-peak periods.

FE (future energy costs) is the utility’s average future energy costs over the 20-year period expressed in
dollars per dth or Mcf during peak and off-peak periods.

VOM (variable operations and maintenance costs) is the utility’s average variable operations and
maintenance costs over the 20-year period expressed in dollars per dth or Mcf during peak and off-peak
periods.

EF (externality factor) is a 7.5 percent factor applied to avoided energy costs in the peak and off-peak
periods to account for societal costs of supplying energy. In addition, the utility may propose a different
externality factor but must submit documentation of the factor’s accuracy.

O LR L
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199—35.6(476) Contested case proceeding.

35.6(1) The board shall conduct a contested case proceeding for the purpose of developing specific
capacity and energy savings performance standards for each utility required to be rate-regulated and reviewing
energy efficiency and demand response plans and budgets designed to achieve those savings.

35.6(2) Within 30 days after filing, each application for approval of an energy efficiency and demand
response plan that is submitted with the information and supporting documentation required by this chapter,
and complies with the filing requirements of 199—Chapter 14. shall be docketed as a contested case
proceeding. The Towa economic development authority shall be considered a party to the proceeding. The
proceeding shall follow the applicable provisions of 199—Chapter 7.

35.6(3) With the filing of its application for approval of its energy efficiency plan, each utility shall
provide, for the board’s review. a calculation of the percent of the utility’s expected annual Iowa retail rate
revenue., which the utility shall determine by dividing the total projected budget for the five-year plan by the
total projected Iowa retail rate revenues for the five-year plan period. The calculation of a utility’s percent of
Towa retail rate revenue may be subject to confidential treatment under Towa Code chapters 22 and 550 upon
request of the utility and as determined by the board based on the board’s review of such request.

199—35.7(476) Exemptions from participation.

35.7(1) The utility shall allow customers to request exemption from participating in the utility’s electric
energy efficiency plan if the combined ratepayer impact test for the utility’s approved five-year electric energy
efficiency and demand response plan is less than 1.0. The utility shall file a draft customer notice within 20
days following the board’s approval of the utility’s five-year energy efficiency plan. The form of the notice,
once approved by the board, may not be altered except to include the rate and bill impact dollars and
percentages. The type size and quality shall be easily legible. The notice shall, at a minimum, provide the
following elements:

a. A brief statement informing all customers that they are eligible to request an exemption from
participation in the utility’s electric energy efficiency plan.

b. The estimated annual rate and bill impacts of the approved electric energy efficiency plan on each
class of customers and an estimate of the annual jurisdictional rate impact for each major customer grouping
in dollars and as a percentage. with the proposed actual increases to be filed at the time of notice to customers.
The utility may represent the estimated annual rate and bill impact dollars and percentages with blank spaces:
however, the board may require the utility to submit additional information necessary for review of the
proposed form of notice. A copy of the notice with the final annual rate and bill impact dollars and percentages
shall be filed with the board at the time of customer notification.

c. A statement that customers requesting to be exempt from participation in the electric energy efficiency
plan will not be eligible to participate in any utility-sponsored electric energy efficiency programs and will
not be eligible to receive rebates from the utility for electric energy efficiency programs during the five-year
plan cycle, beginning January 1 of the first year of the five-year plan cycle.

d. An explanation that customers requesting to be exempt from participation in the electric energy
efficiency plan will no longer be assessed the energy efficiency cost recovery factor for the electric energy
efficiency programs on their utility bills.

e. An explanation that customers requesting to be exempt from participation in the electric energy
efficiency plan will be eligible to participate in demand response and natural gas energy efficiency programs
and will be assessed costs related to those programs on their utility bills.

f A statement that the exemption from participation in the electric energy efficiency plan is applicable
for the five-year plan cycle. The ability to request an exemption from participation in future electric energy
efficiency plans will depend on the specifics of the utility’s energy efficiency plan and demand response plan
filing as approved by the board.

g. The utility’s telephone number, website address. and email address the customer should use to request
an exemption from participation in the electric energy efficiency plan.
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h. A deadline by which customers must request an exemption. The deadline shall not be less than 30
days from the date of the notice.

35.7(2) The utility shall deliver the approved notice to all affected customers within 30 days of the board
approving the notice.

199—35.8(476) Annual reporting requirements. Each utility shall file by May 1 of each year an energy
efficiency annual report which shall include the utility’s energy efficiency and demand response spending
compared to the approved budgets. actual demand and energy savings compared to the performance standards
approved by the board, cost-effectiveness results for the prior calendar year, the results of any monitoring and
verification activities, any additional information pertinent to the implementation or performance of the
energy efficiency or demand response plan for the previous calendar year such as changes in outside firms
used to implement energy efficiency programs, updates on pilot projects, and other information as required
by board order.

199—35.9(476) Energy efficiency and demand response cost recovery. Each utility shall be allowed to
recover the authorized energy efficiency and demand response plan expenditures adjusted for any
overcollections or undercollections calculated on an annual basis. The utility may propose to recover the
portion of the costs of process-oriented industrial assessments related to energy efficiency.

35.9(1) Accounting for costs. Each utility shall maintain accounting plans and procedures to account for
all energy efficiency and demand response costs.

a. Each utility shall maintain a subaccount system, work order system, or accounting system which
identifies individual costs by each program.

b. Each utility shall maintain accurate employee. equipment, material, and other records which identify
all amounts related to each individual energy efficiency or demand response program.

35.9(2) Automatic adjustment mechanism. Each utility shall file by June 1 of each year energy efficiency
and demand response costs proposed to be recovered in rates for the 12-month recovery period beginning at
the start of the first utility billing month at least 30 days following board approval.

35.9(3) Energy efficiency cost recovery (EECR) and demand response cost recovery (DRCR) factors.
Each utility shall calculate an EECR factor to recover the costs associated with the energy efficiency plan,
and each electric utility shall also calculate a DRCR factor to recover costs associated with the demand
response plan. The utility shall calculate EECR/DRCR factors separately for each customer classification or
grouping previously approved by the board. A utility shall not use customer classifications or allocations of
indirect or other related costs. other than those previously approved by the board. without filing for a
modification of the energy efficiency and demand response plan and receiving board approval. Each utility
may elect to file its first EECR and DRCR factors up to 120 days after November 13, 2019.

a. EECR/DRCR factors shall be calculated according to the following formula:

authorized recovery +

EECRDRCR  _ overcollection/undercollection
factor

annual sales units

b. EECR/DRCR factor is the energy efficiency or demand response recovery amount per unit of sales.

c. Authorized recovery is the difference between the actual energy efficiency or demand response
expenditures by customer class for the previous calendar year and the approved energy efficiency or demand
response budget by customer class for the previous calendar year plus the approved energy efficiency or
demand response budget by customer class for the current calendar year.

d. Overcollection or undercollection is the actual amount recovered by customer class for the previous
recovery period less the amount authorized to be recovered by customer class for the previous recovery period.
This may also include adjustments ordered by the board in prudence reviews.
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e. Annual sales units are the estimated sales for the 12-month recovery period for customers who have
not requested an exemption as allowed by rule 199—35.7(476).

35.9(4) Filing requirements. Each utility proposing to recover energy efficiency or demand response costs
through an automatic adjustment mechanism shall provide the following information:

a. The filing shall restate the derivation of each EECR/DRCR factor previously approved by the board.

b. The filing shall include new EECR/DRCR factors based on allocation methods and customer
classifications and groupings approved by the board in previous proceedings.

c. The filing shall include all worksheets and detailed supporting data used to determine new
EECR/DRCR factors. Information already on file with the board may be incorporated by reference in the
filing.

d. The filing shall include a reconciliation comparing the amounts actually collected by the previous
EECR/DRCR factors to the amounts expended. Overcollection or undercollection shall be used to compute
adjustment factors.

e. If the board has determined in a prudence review that previously recovered energy efficiency or
demand response costs were imprudently incurred. adjustment factors shall include reductions for these
amounts.

35.9(5) Tariff sheets. Upon approval of the new EECR/DRCR factors, the utility shall file separate tariff
sheets for board approval to implement the EECR/DRCR factors in the utility’s rates.

35.9(6) Customers’ bills.

a. Each electric and natural gas utility shall include the EECR factor, the customer’s usage. and the
dollar amount charge on the customer’s bill. Customers who receive one bill for electric and natural gas
service shall have a separate line item on the bill for the electric EECR and the natural gas EECR.

b. Each electric utility shall represent the DRCR factor. the customer’s usage. and the dollar amount
charge on the customer’s bill.

199—35.10(476) Modification of an approved plan.

35.10(1) An approved energy efficiency plan or an approved demand response plan and associated budget
may be modified if the modification is approved by the board.

a. Electric utilities may request a modification to an approved energy efficiency plan due to changes in
the funding as a result of customers requesting exemptions from the electric energy efficiency plan.

b. Natural gas and electric utilities may request modification of an approved energy efficiency plan. or
electric utilities may request modification of an approved demand response plan, for any reason.

c. The board, on its own motion, may consider modification of the energy efficiency or demand response
plan and budget.

35.10(2) All applications to modify shall be filed in the same docket in which the energy efficiency or
demand response plan was approved. All parties to the docket in which the energy efficiency or demand
response plan was approved shall be served copies of the application to modify and have 14 days to file an
objection or agreement. Objections should be specifically related to the contents of the modification. Failure
to file timely objection shall be deemed agreement.

35.10(3) Each application to modify an approved energy efficiency or demand response plan shall include:

a. A statement of the proposed modification and the party’s interest in the modification.

b. An analysis supporting the requested modification.

c. An estimated implementation schedule for the modification.

d. A statement of the effect of the modification on attainment of the utility’s performance standards and
on projected results, including cost-effectiveness, of the utility’s implementation of its plan.

35.10(4) If the board finds that any reasonable grounds exist to investigate the proposed modification, a
procedural schedule shall be set and the board shall take action within 90 days after the modification request
is filed.

35.10(5) If an application to modify is filed and the board finds that there is no reason to investigate, then
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the board shall issue an order within 90 days after the modification request is filed stating the reasons for the
board’s decision relating to the application.

35.10(6) If the board rejects or modifies a utility’s plan, the board may require the utility to file a modified
plan and may specify the minimum acceptable contents of the modified plan.

199—35.11(476) Prudence review.

35.11(1) The board shall periodically conduct a contested case proceeding to evaluate the reasonableness
and prudence of the utility’s implementation of energy efficiency and demand response plans and budgets.
The prudence review shall be based upon the information filed by a utility in the annual report required by
rule 199—35.8(476), or based on discovery conducted in review of the annual reports.

35.11(2) The consumer advocate or another person may request the board to conduct a prudence review
based upon the information filed by a utility in the annual report required by rule 199—35.8(476). or based
on discovery conducted in review of the annual reports. The request to initiate the prudence review shall
identify specific issues to be evaluated and may include a proposed procedural schedule.

35.11(3) The board shall determine whether a contested case proceeding is necessary to address the issues
raised in a request for a prudence review.

35.11(4) Disallowance of past costs. If the board finds the utility did not take all reasonable and prudent
actions to cost-effectively implement its energy efficiency or demand response programs, the board shall
determine the amount in excess of those costs that would have been incurred under reasonable and prudent
implementation. That amount shall be deducted from the next EECR/DRCR factors calculated pursuant to
subrule 35.9(3) until the disallowed costs have been satisfied.

199—35.12(476) New structure energy conservation standards. A utility providing natural gas or electric
service shall not provide service to any structure completed after April 1, 1984, unless the owner or builder
of the structure has certified to the utility that the building conforms to the energy conservation requirements
adopted under 661—Chapter 303. If this compliance is already being certified to a state or local agency, a
copy of that certification shall be provided to the utility. If no state or local agency is monitoring compliance
with these energy conservation standards, the owner or builder shall certify that the structure complies with
the standards by signing a form provided by the utility. No certification will be required for structures that are
not governed by 661—Chapter 303.
These rules are intended to implement Iowa Code section 476.6.
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ENERGY EFFICIENCY AND DEMAND RESPONSE PLANNING AND REPORTING FOR
RATE-REGULATED NATURAL GAS AND ELECTRIC UTILITIES

199—35.1(476) Authority and purpose. These rules are intended to implement lowa Code sections
476.6(13) and 476.6(15) relating to the energy efficiency and demand response plans and reports filed
by rate-regulated natural gas and electric utilities. The purpose of these rules is to establish requirements
for energy efficiency and demand response plans, modifications, prudence reviews, and cost-recovery
tariffs.

199—35.2(476) Definitions. Except where otherwise specifically defined by law:

“Annual lowa retail rate revenue” means the utility’s expected revenue forecast based on customer
growth rate, usage per customer, volumes, margin rate, customer charge rate, and the cost of generation
or fuel.

“Assessment of potential” means development of cost-effective 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 and considering market factors
including, but not limited to, the effects of rate impacts, the need to capture lost opportunities, the non-
energy benefits of measures, and the strategic value of energy efficiency and demand response to the
utility.

“Avoided cost” means the cost the utility would have to pay to provide energy and capacity from
alternative sources of supply available to utilities as calculated pursuant to subparagraphs
35.5(4)“m”(7) and 35.5(4) “n"(4).

“Cost-effectiveness tests” means one of the five acceptable economic tests used to compare the
present value of applicable benefits to the present value of applicable costs of an energy efficiency or
demand response program or plan. The tests are the participant cost test, the ratepayer impact measure
test, the societal cost test, the total resource cost test, and the utility cost test. A program or plan passes
a cost-effectiveness test if the cost-effectiveness ratio is equal to or greater than one.

“Customer incentive” means an amount or amounts provided to or on behalf of customers for the
purpose of having customers participate in energy efficiency programs. Customer incentives do not
include the cost of information provided by the utility, nor do they include customers’ bill reductions
associated with reduced energy usage due to the implementation of energy efficiency programs. For the
purposes of energy efficiency pricing strategies, “incentive” means the difference between a customer’s
bill on an energy efficiency customized rate and the customer’s bill on a traditional rate considering
factors such as the elasticity of demand.

“Demand response” means changes in a customer’s consumption pattern in response to changes in
the price of electricity over time, or in response to incentive payments to induce reduced consumption
during periods of high wholesale prices or when system reliability is jeopardized.

“Economic potential” means the energy and capacity savings that result in future years when
measures are adopted or applied by customers at the time it is economical to do so. For purposes of this
chapter, economic potential may be determined by comparing the utility’s avoided cost savings to the
incremental cost of the measure.

“Energy efficiency measures” means activities on the customers’ side of the meter that reduce
customers’ energy use or demand including, but not limited to, end-use efficiency improvements or
pricing strategies.

“Energy savings performance standards”’ means those standards that are cost-effectively achieved,
with the exception of programs for qualified low-income persons, tree-planting programs, educational
programs, and assessments of consumers’ needs for information to make effective choices regarding
energy use and energy efficiency, and includes the annual capacity savings stated either in kilowatt per
day (kW/day), in dekatherm per day (dth/day), or in thousand cubic feet per day (Mcf/day) and the
annual energy savings stated in either kilowatt hour (kWh), dth, or Mcf.
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“Free riders” means program participants who would have implemented energy efficiency
measures or practices even without the program.

“Marginal energy cost” means the cost associated with supplying the next Mcf or dth of natural
gas for a natural gas utility and the energy or fuel cost associated with generating or purchasing the next
kWh of electricity for an electric utility.

“Market effects” means a change in the structure of a market or the behavior of participants in a
market that is reflective of an increase (or decrease) in the adoption of energy-efficient products,
services, or practices and is related to market intervention(s) (e.g., programs).

“Net benefits” means the present value of benefits less the present value of costs as defined in the
cost-effectiveness test.

“Non-energy benefits” means the many and diverse benefits produced by energy efficiency in
addition to energy and demand savings. The beneficiaries of these benefits can be utility systems,
participants, and society.

“Participant cost test” means an economic test used to compare the present value of benefits to the
present value of costs over the useful life of an energy efficiency or demand response measure or
program from the participant’s perspective. Present values are calculated using a discount rate
appropriate to the class of customers to which the energy efficiency or demand response measure or
program is targeted. Benefits are the sum of the present values of the customers’ bill reductions, tax
credits, non-energy benefits and customer incentives for each year of the useful life of an energy
efficiency or demand response measure or program. Costs are the sum of present values of the customer
participation costs (including initial capital costs, ongoing operations and maintenance costs, removal
costs less a salvage value of existing equipment, and the value of the customer’s time in arranging
installation, if significant) and any resulting bill increases for each year of the useful life of the measure
or program. The calculation of bill increases and decreases must account for any time-differentiated
rates to the customer or class of customers being analyzed.

“Persistence of energy savings” means the savings due to changed operating hours, human
behavior, interactive factors, and the degradation in equipment efficiency over the life of the measure
compared to the baseline.

“Process-oriented industrial assessment” means an analysis that promotes the adoption of energy
efficiency measures by examining the facilities, operations, and equipment of an industrial customer in
which energy efficiency opportunities may be embedded.

“Ratepayer impact measure test” means an economic test used to compare the present value of the
benefits to the present value of the costs over the useful life of an energy efficiency or demand response
measure or program from a rate level or utility bill perspective. Present values are calculated using the
utility’s discount rate. Benefits are the sum of the present values of utility avoided capacity and energy
costs (excluding the externality factor) and any revenue gains due to the energy efficiency or demand
response measure or program for each year of the useful life of the measure or program. Costs are the
sum of the present values of utility increased supply costs, revenue losses due to the energy efficiency
or demand response measures, utility program costs, and customer incentives for each year of the useful
life of the measure or program. The calculation of utility avoided capacity and energy, increased utility
supply costs, and revenue gains and losses must use the utility costing periods.

“Societal cost test” means an economic test used to compare the present value of the benefits to the
present value of the costs over the useful life of an energy efficiency or demand response measure or
program from a societal perspective. Present values are calculated using a 12-month average of the 10-
year and 30-year Treasury Bond rate as the discount rate. The average is calculated using the most recent
12 months at the time the utility calculates its cost-effectiveness tests for its energy efficiency or demand
response plan. Benefits are the sum of the present values of the utility avoided supply, non-energy
benefits, and energy costs including the effects of externalities. Costs are the sum of the present values
of utility program costs (excluding customer incentives), participant costs, and any increased utility
supply costs for each year of the useful life of the measure or program. The calculation of utility avoided
capacity and energy and increased utility supply costs must use the utility costing periods.
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“Spillover (free drivers)” means the reduction in energy consumption or demand, or the reduction
in both, caused by the presence of an energy efficiency or demand response program, beyond the
program-related gross savings of the participants and without financial or technical assistance from the
program. The term “free drivers” may be used for individuals who have spillover effects.

“Take-back effect” means a tendency to increase energy use in a facility, or for an appliance, as a
result of increased efficiency of energy use. For example, a customer’s installation of high-efficiency
light bulbs and the subsequent longer operation of lights constitutes “taking back” some of the energy
otherwise saved by the efficient lighting.

“Total resource cost test” means an economic test used to compare the present value of the benefits
to the present value of the costs over the useful life of an energy efficiency or demand response measure
or program from a resource perspective. Present values are calculated using a 12-month average of the
10-year and 30-year Treasury Bond rate as the discount rate. The average is calculated using the most
recent 12 months at the time the utility calculates its cost-effectiveness tests for its energy efficiency or
demand response plan. Benefits are the sum of the present values of the utility avoided supply, energy
costs, non-energy benefits, and federal tax credits. Costs are the sum of the present values of utility
program costs (excluding customer incentives), participant costs, and any increased utility supply costs
for each year of the useful life of the measure or program. The calculation of utility avoided capacity
and energy and increased utility supply costs must use the utility costing periods.

“Useful life” means the number of years an energy efficiency measure will produce benefits.

“Utility cost test” means an economic test used to compare the present value of the benefits to the
present value of the costs over the useful life of an energy efficiency or demand response measure or
program from the utility revenue requirement perspective. Present values are calculated using the
utility’s discount rate. Benefits are the sum of the present values of each year’s utility avoided capacity,
non-energy benefits, and energy costs (excluding the externality factor) over the useful life of the
measure or program. Costs are the sum of the present values of the utility’s program costs, customer
incentives, and any increased utility supply costs for each year of the useful life of the measure or
program. The calculation of utility avoided capacity and energy and increased utility supply costs must
use the utility costing periods.

199—35.3(476) Energy efficiency and demand response plan filing.

35.3(1) Each electric and natural gas utility shall file a five-year energy efficiency plan. Each electric
utility shall file a five-year demand response plan. Combination electric and natural gas utilities may
file combined assessments of potential and energy efficiency and demand response plans but separately
specify which energy efficiency programs and costs are attributable to the electric operation, which are
attributable to the natural gas operation, and which are attributable to both. If a combination utility files
separate plans, the board may consolidate the plans for purposes of review and hearing.

35.3(2) Written notice of the energy efficiency and demand response plans. Each electric and natural
gas utility shall: (1) deliver a written notice of its plan filing to all affected customers no more than 62
days prior to the filing of its energy efficiency and demand response plans, and (2) file the written notice
with the board for approval not less than 45 days prior to the delivery of the proposed notification to
affected customers. Additional information not related to the energy efficiency and demand response
plans shall be kept to a minimum and not distract from the required content. The form of the notice,
once approved by the board, may not be altered except to include the rate and bill impact dollars and
percentages. The type size and quality shall be easily legible. The notice shall, at a minimum, include
the following elements:

a. A statement that the utility will be filing energy efficiency and demand response plans with the
board.

b. A brief identification of the proposed energy efficiency and demand response programs, a
description of benefits and savings associated with the energy efficiency and demand response plans,
and the estimated annual cost of the proposed energy efficiency and demand response programs during
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the five-year budget time frame.

c. The estimated annual rate and bill impacts of the proposed energy efficiency and demand
response plans on each class of customer, and the estimated annual jurisdictional rate impact for each
major customer grouping in dollars and as a percentage, with the proposed actual increases to be filed
at the time of notice to customers. The utility may represent the estimated annual rate and bill impact
dollars and percentages with blank spaces; however, the board may require the utility to submit
additional information necessary for review of the proposed form of notice. A copy of the notice with
the final annual rate and bill impact dollars and percentages shall be filed with the board at the time of
customer notification.

d. A statement that the board will be conducting a contested case proceeding to review the
application and that a customer may file comments in the board’s electronic filing system.

e. The telephone numbers, websites, email addresses, and mailing addresses of the utility, the
board, and the consumer advocate, for the customer to contact with questions.

199—35.4(476) Assessment of potential and collaboration.

35.4(1) Assessment of potential. The utility shall conduct an assessment of potential study to
determine the cost-effective energy and capacity savings available in accordance with Iowa Code
section 476.6(15). The utility’s assessment shall address the potential energy and capacity savings in
each of ten years subsequent to the year the assessment is filed and include an economic and impact
analyses of measures that addresses benefits and costs over the entire estimated useful lives of energy
efficiency measures.

35.4(2) Collaboration. A utility shall offer interested persons the opportunity to participate in the
development of its energy efficiency and demand response plans by providing the opportunity for
interested persons to offer suggestions for programs and for the assessment of potential and to review
and comment on the utility’s draft of the assessment of potential and energy efficiency and demand
response plans. The utility may analyze proposals from participants to help determine the effects of
the proposals on its plan. A participant is responsible to provide sufficient supporting information to
enable the utility to analyze the participant’s proposal. The opportunity to participate shall commence
at least 180 days prior to the date the utility submits its energy efficiency and demand response plans
and assessment of potential to the board.

199—35.5(476) Energy efficiency and demand response plan requirements.

35.5(1) Each electric and natural gas utility shall file with the board an energy efficiency plan and
each_electric utility shall file a demand response plan.

35.5(2) The utility’s energy efficiency and demand response plans shall include testimony, exhibits,
and workpapers including Microsoft Excel or similar software versions of exhibits and workpapers.

35.5(3) A utility’s plan shall include a range of programs that address all customer classes across
its lowa jurisdictional territory and include a program for qualified low-income residential customers,
including a cooperative program with any community action agency, as defined and listed on the lowa
department of health and human services website, within the utility’s service area to implement
countywide or communitywide energy efficiency programs for qualified low-income persons. The
utility shall consider including in its plan a program for tree-planting, educational programming, and
assessments of consumers’ needs for information to make effective choices regarding energy use and
energy efficiency.

35.5(4) The following information shall be provided by the utility with its energy efficiency and
demand response plan:

a. A summary of the energy efficiency and demand response plans and results of the assessment
of potential written in a nontechnical style for the benefit of the general public.

b. The assessment of potential study.

c. Cost-effectiveness test analysis.

(1) The utility shall analyze cost-effectiveness for the plan as a whole and for each proposed
program, using the total resource cost, societal cost, utility cost, and ratepayer impact measure and
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participant tests. If the utility uses a test other than the societal cost test as the criterion for determining
cost-effectiveness of utility implementation of energy efficiency measures, the utility shall describe and
justify its use of the alternative test or combination of tests and compare the resulting impacts with the
impacts from the societal cost test. The utility shall describe and justify the level or levels of cost-
effectiveness, if greater or less than a cost-effectiveness ratio of 1.0, to be used as a threshold for
determining cost-effectiveness of programs. The utility’s threshold of cost-effectiveness for its plan as
a whole shall be a cost-effectiveness ratio of 1.0 or greater.

(2) The utility’s analyses shall use inputs or factors reasonably expected to influence cost-effective
implementation of programs, including escalation rates and avoided costs for each cost and benefit
component of the cost-effectiveness test, to reflect changes over the useful lives of the programs.

(3) The utility shall provide the analyses, assumptions, inputs, and results of cost-effectiveness
tests, including the cost-effectiveness ratios and net benefits, for the plans as a whole and for each
program. Low-income, tree-planting, educational programs, and assessments of consumers’ needs for
information to make effective choices regarding energy use and energy efficiency need not be tested for
cost-effectiveness unless the utility wishes to present the results of cost-effectiveness tests for
informational purposes.

d. Descriptions of each program. If a proposed program is identical to an existing program, the
utility may reference the program description currently in effect. A description of each proposed
program shall include:

(1) The name of the program.

(2) The customers the program targets.

(3) The energy efficiency or demand response measures promoted by the program.

(4) The proposed utility promotional techniques, including the rebates or incentives offered through
the program.

(5) The proposed rates of program participation or implementation of measures, including both
eligible and estimated actual participants.

e. The gross and net estimated annual energy and demand savings for the plan and each program
for each year the program that accounts for free riders, take-back effects, spillover (free drivers), market
effects, and persistence of energy savings.

£~ The budget for the plan and for each program for each year of implementation or for each of
the next five years of implementation, whichever is less, itemized by proposed costs and_be consistent
with the accounting plan required pursuant to subrule 35.9(1). Cost categories for the plan and program
budgets include Overhead and Incentives as described herein, and the cost categories shall be further
described by the following subcategories: classifications of persons to be working on energy efficiency
and demand response programs, full-time equivalents, dollar amount of labor costs, and the name of
outside firm(s) employed and a description of service(s) to be provided.

(1) “Overhead” consists of:

1. Planning and design costs, which include internal and third-party expenses associated with
program development, design for new programs, modifications to existing programs, the assessment of
potential, and the lowa Technical Reference Manual.

2. Administrative costs, which include internal and third-party expenses associated with program
implementation and support functions such as: fully loaded utility labor costs; office supplies and
technology costs associated with program operations and delivery; program implementation costs; and
labor costs for vendors required for successful operation and implementation of programs.

3. Advertising and promotional costs, which include internal and third-party labor and materials
expenses associated with program-specific marketing and training and demonstration aimed at
promoting energy efficiency awareness or the programs included in a utility’s plan. Advertising which
is part of an approved energy efficiency or demand response plan is deemed to be advertising required
by the board for purposes of lowa Code section 476.18(3).

4. Monitoring and evaluation costs, which include internal and third-party expenses associated
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with ongoing program review, prepayment verification inspections, and evaluation, measurement and
verification required to be completed at least once during the five-year plan.

5. Education costs, which include internal and third-party labor and material expenses associated
with program-specific or general energy efficiency education.

6. Miscellaneous costs, which are all other costs related to the implementation of the plan that are
not attributable to any other cost category.

(2) “Incentives” consist of:

1. Customer incentives, which are utility contributions provided to participants, such as rebates,
direct-install measures, energy audits, energy efficiency kits, and low-income weatherization. This
includes nonrebate contributions to participants, such as payments to dealers, rate credits, and bill
credits.

2. Equipment costs, which include program-specific costs associated with hardware purchased by
the utility and given to customers to facilitate the customer’s participation in the program.

3. Installation costs, which include internal and third-party labor associated with installation or
replacement of equipment provided to participants, such as the installation of direct-install measures or
load control devices.

g. A description of a pilot project as a program, if the pilot project is justified by the utility. Pilot
projects are expected to explore areas of innovative or unproven approaches and include proposed
evaluation procedures.

h. The rate impacts and average bill impacts, by customer class, resulting from the plan.

i. The utility’s forecasted electric or natural gas or electric and natural gas annual lowa retail rate
revenue for each of the five plan years, identifying all adjustments and eliminations to its revenue
forecasts and the Federal Energy Regulatory Commission (FERC) accounts used to develop its
forecasts.

j. A monitoring and evaluation plan describing how the utility proposes to monitor and evaluate
the implementation of its proposed programs, including how it will accumulate and validate the
information needed to measure the plan’s performance against the standards, a timeline that outlines
each phase of the monitoring and evaluation plan, and a proposed format for monitoring reports and a
description of how annual results will be reported to the board on a detailed, accurate and timely basis.

k. A summary of collaborative efforts and a summary of collaboration participants’ suggestions,
utility responses to the suggestions, and specific reasons for including or declining to include the
suggestions in the utility’s energy efficiency or demand response plans.

. These additional requirements for electric utilities:

(1) Load forecast. Information specifying forecasted demand and energy use on a calendar-year
basis, which shall include:

1. A statement, in numerical terms, of the utility’s current 20-year forecasts including reserve
margin for summer and winter peak demand and for annual energy requirements, the effects to date of
current and ongoing utility energy efficiency programs, not the effects of the proposed programs in
paragraph 35.5(4)“d.”

2. The date and amount of the utility’s highest peak demand within the past five years, stated on
both an actual and a weather-normalized basis. The utility shall include an explanation of the weather-
normalization procedure.

3. A comparison of the forecasts made for each of the previous five years to the actual and weather-
normalized demand in each of the previous five years.

4. An explanation of all significant methods and data used, as well as assumptions made, in the
current 20-year forecast, including all forecasts of variables used in its demand and energy forecasts and
separate identification of all sources of variables used, such as implicit price deflator, electricity prices
by customer class, gross domestic product, sales by customer class, number of customers by class, fuel
price forecasts for each fuel type, and other inputs.

5. A statement of the margin of error for each assumption or forecast.

6. An explanation of the results of sensitivity analyses performed, including a specific statement
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of the degree of sensitivity of estimated need for capacity to potential errors in assumptions, forecasts
and data. The utility may present the results and an explanation of other methods of assessing forecast
uncertainty.

(2) Class load data. Load data for each class of customer that is served under a separate rate
schedule or is identified as a separate customer class and accounts for 10 percent or more of the utility’s
demand in kW at the time of the monthly system peak for every month in the year. If those figures are
not available, the data shall be provided for each class of customer that accounts for 10 percent of the
utility’s electric sales in kWh for any month in the reporting period. The data shall be based on a sample
metering of customers that is designed to achieve a statistically expected accuracy of plus or minus 10
percent at the 90 percent confidence level for loads during the yearly system peak hour(s). These data
must appear in all filings, except as provided for in numbered paragraph 35.5(4)“/”(2)“3.”

1. The following information shall be provided for each month of the previous year:

e Total system class maximum demand (in kW), number of customers in the class, and system
class sales (in kWh);

e Jurisdictional class contribution (in kW) to the monthly maximum system coincident demand
as allocated to jurisdiction;

e Total class contribution (in kW) to the monthly maximum system coincident demand, if not
previously reported;

e Total system class maximum demand (in kW) allocated to jurisdiction, if not previously
reported; and

e Hourly total system class loads for a typical weekday, a typical weekend day, the day of the
class maximum demand, and the day of the system peak.

2. The company shall file an explanation, with all supporting workpapers and source documents,
as to how class maximum demand and class contribution to the maximum system coincident demand
were allocated to jurisdiction.

3. The load data for each class of customer described above may be gathered by a
multijurisdictional utility on a uniform integrated system basis rather than on a jurisdictional basis.
Adjustments for substantive and unique jurisdictional characteristics, if any, may be proposed. The load
data for each class of customer shall be collected continuously and filed annually, except for the period
associated with necessary interruptions during any year to modify existing or implement new data
collection methods. Data filed for the period of interruption shall be estimated. An explanation of the
estimation technique shall be filed with the data. To the extent consistent with sound sampling and the
required accuracy standards, an electric public utility is not required to annually change the customers
being sampled.

(3) Existing capacity and firm commitments. Information specifying the existing generating
capacity and firm commitments to provide service. The utility shall include in its filing a copy of its
most recent load and capability report submitted to Midcontinent Independent System Operator, Inc.
(MISO).

1. Foreach generating unit owned or leased by the utility, in whole or in part, the energy efficiency
and demand response plan shall include the following information:

e Both summer and winter net generating capability ratings as reported to the North American
Electric Reliability Corporation (NERC).

e The estimated remaining time before the unit will be retired or require life extension.

2. For each commitment to own or lease future generating firm capacity, the plan shall include the
following information:

e The type of generating capacity.

The anticipated in-service year of the capacity.

The anticipated life of the generating capacity.

Both summer and winter net generating capability ratings as reported to the NERC.

For each capacity purchase commitment which is for a period of six months or longer, the plan

we e e
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shall include the following information:

e The entity with whom commitments have been made and the time periods for each commitment.

e The capacity levels in each year for the commitment.

4. For each capacity sale commitment which is for a period of six months or longer, the plan shall
include the following information:

e The entity with whom a commitment has been made and the time periods for the commitment.

e The capacity levels in each year.

e The capacity payments to be received per kW per year in each year.

e The energy payments to be received per kWh per year.

e Any other payments the utility receives in each year.

(4) Capacity surpluses and shortfalls. Information identifying projected capacity surpluses and
shortfalls over the 20-year planning horizon, which shall include:

1. A numerical and graphical representation of the utility’s 20-year planning horizon comparing
forecasted demand in each year from subparagraph 35.5(4)“/”(1) to committed capacity in each year
from numbered paragraphs 35.5(4)“1”(3)“1” to 35.5(4)“[”(3)“4.” Forecasted peak demand shall
include reserve requirements.

2. For each year of the 20-year planning horizon, the plan shall list in megawatts (MW) the amount
by which committed capacity either exceeds or falls below the forecasted demand.

(5) Capacity outside the utility’s system. Information about capacity outside of the utility’s system
that could meet its future needs including, but not limited to, cogeneration and independent power
producers, expected to be available to the utility during each of the 20 years in the planning horizon.
The utility shall include in its filing a copy of its most recent load and capability report submitted to
MISO.

(6) Future supply options and costs. Information about future supply options and their costs
identified by the utility as the most effective means of satisfying all projected capacity shortfalls in the
20-year planning horizon in subparagraph 35.5(4) “/’(4), which shall include:

1. The following information which describes each future supply option as applicable:

e The anticipated year the supply option would be needed.

e The anticipated type of supply option, by fuel.

e The anticipated net capacity of the supply option.

2. The utility shall use the actual capacity cost of any capacity purchase identified in numbered
paragraph 35.5(4) “/”’(6)*“1” and shall provide the anticipated annual cost per net kW per year.

3. The utility shall use the installed cost of a combustion turbine as a proxy for the capacity cost
of any power plant identified in numbered paragraph 35.5(4) “I”’(6)“1.” For the first power plant option
specified in numbered paragraph 35.5(4) “I”(6)“1,” the following information shall be provided:

e The anticipated life.

e The anticipated total capital costs per net kW, including allowance for funds used during
construction (AFUDC) if applicable.

e The anticipated revenue requirement of the capital costs per net kW per year.

e The anticipated revenue requirement of the annual fixed operations and maintenance costs,
including property taxes, per net kW for each year of the 20-year planning horizon.

e The anticipated net present value of the revenue requirements per net kW.

e The anticipated revenue requirement per net kW per year calculated by utilization of an
economic carrying charge.

e The after-tax discount rate used to calculate the revenue requirement per net kW per year over
the life of the supply option.

e Adjustment rates (for example, inflation or escalation rates) used to derive each future cost in
numbered paragraph 35.5(4) “17(6)“3.”

4. The capacity costs of the new supply options allocated to costing periods. The utility shall
describe its method of allocating capacity costs to costing periods. The utility shall specify the hours,
days, and weeks which constitute its costing periods. For each supply option identified in numbered
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paragraph 35.5(4) “1”’(6)*“1,” the plan shall include:

e The anticipated annual cost per net kW per year of capacity purchases from numbered paragraph
35.5(4)“1”(6)*2” allocated to each costing period if it is the highest cost supply option in that year.

e The anticipated total revenue requirement per net kW per year from numbered paragraph
35.5(4)“1”(6)“3” allocated to each costing period if it is the highest cost supply option in that year.

(7) Avoided capacity and energy costs. Avoided capacity costs shall be based on the future supply
option with the highest value for each year in the 20-year planning horizon identified in numbered
paragraph 35.5(4)“1”(6). Avoided energy costs shall be based on the marginal costs of the utility’s
generating units or purchases. The utility shall use the same costing periods identified in numbered
paragraph 35.5(4) “I’(6)“2” when calculating avoided capacity and energy costs. A party may submit,
and the board shall consider, alternative avoided capacity and energy costs derived by an alternative
method. A party submitting alternative avoided costs shall also submit an explanation of the alternative
method.

1. Avoided capacity costs. Calculations of avoided capacity costs in each costing period shall be
based on the following formula:

AVOIDED CAPACITY COST =C x (1 + RM) x (1 + DLF) x (1 + EF)

C (capacity) is the greater of NC or RC.

NC (new capacity) is the value of future capacity purchase costs or future capacity costs expressed
in dollars per net kW per year of the utility’s new supply options from numbered paragraphs
35.5(4)“1”’(6)*2” and “3” in each costing period.

RC (resalable capacity) is the value of existing capacity expressed in dollars per net kW per year
that could be sold to other parties in each costing period.

RM (reserve margin) is the generation reserve margin criterion adopted by the utility.

DLF (demand loss factor) is the system demand loss factor expressed as a fraction of the net power
generated, purchased, or interchanged in each costing period. For example, the peak system demand
loss factor would be equal to peak system power loss (MW) divided by the net system peak load (MW)
for each costing period.

EF (externality factor) is a 10 percent factor applied to avoided capacity costs in each costing period
to account for societal costs of supplying energy. In addition, the utility may propose a different
externality factor but must document the factor’s accuracy.

2. Avoided energy costs. Calculations of avoided energy costs in each costing period shall be
based on the following formula:

AVOIDED ENERGY COSTS = MEC x (1 + ELF) x (1 + EF)

MEC (marginal energy cost) is the marginal energy cost expressed in dollars per kWh, inclusive of
variable operations and maintenance costs, for electricity in each costing period.

ELF (system energy loss factor) is the system energy loss factor expressed as a fraction of net energy
generated, purchased, or interchanged in each costing period.

EF (externality factor) is a 10 percent factor applied to avoided energy costs in each costing period
to account for societal costs of supplying energy. In addition, the utility may propose a different
externality factor but must submit documentation of the factor’s accuracy.

m. Additional requirements for natural gas utilities:

(1) Forecast of demand and transportation volumes. Information specifying the natural gas utility’s
demand and transportation volume forecasts, which includes:

1. A statement in numerical terms of the utility’s current 12-month and five-year forecasts of total
annual throughput and peak day demand, including reserve margin, based on the purchased gas
adjustment (PGA) year by customer class, including the effects to date of current ongoing utility energy
efficiency programs, but not including the effects of the proposed energy efficiency programs in
paragraph 35.5(4)“d.”

2. A statement in numerical terms of the utility’s highest peak day demand and annual throughput
for the past five years by customer class.



Filed with the lowa Utilities Board on May 28, 2024, RMU-2023-0035

3. A comparison of the forecasts made for the preceding five years to the actual and weather-
normalized peak day demand and annual throughput by customer class, including an explanation of the
weather-normalization procedure.

4. A forecast of the utility’s demand for transportation volume for both peak day demand and
annual throughput for each of the next five years.

5. The existing contract deliverability by supplier, contract and rate schedule for the length of each
contract.

6. An explanation of all significant methods and data used, as well as assumptions made, in the
current five-year forecast(s). The utility shall file all forecasts of variables used in its demand and energy
forecasts. If variables are not forecasted, the utility shall indicate all sources of variable inputs.

7. A statement of the margin of error for each assumption or forecast.

8. An explanation of the results of the sensitivity analysis performed by the utility, including a
specific statement of the degree of sensitivity of estimated need for capacity to potential errors in
assumptions, forecasts, and data.

(2) Capacity surpluses and shortfalls. Information identifying projected capacity surpluses and
shortfalls over the five-year planning horizon, which includes a numerical and graphical representation
of the utility’s five-year planning horizon comparing forecasted peak day demand in each year from
numbered paragraph 35.5(4) “m ”(1)“1” to the total of existing contract deliverability, from numbered
paragraph 35.5(4) “m”’(1)“5.” The comparison shall list in dth or Mcf any amount for any year that
contract deliverability falls below the forecast of peak day demand. Forecasted peak day demand shall
include reserve margin.

(3) Supply options. Information about new supply options identified by the utility as the most
effective means of satisfying all projected capacity shortfall in the 12-month and five-year planning
horizons in subparagraph 35.5(4) “m ”(2). For each supply option identified, the plan shall include:

1. The year the option would be needed.

The type of option.

The net peak day capacity.

The estimated future capacity costs per dth or Mcf of peak day demand of the options.
The estimated future energy costs per dth or Mcf of each option in current dollars.

A description of the method used to estimate future costs.

(4) Natural gas avoided capacity and energy costs. Information regarding avoided costs shall
specify the days and weeks which constitute the utility’s peak and off-peak periods. Avoided costs shall
be calculated for the peak and off-peak periods and adjusted for inflation to derive an annual avoided
cost over a 20-year period. In addition, all parties may submit information specifying the hours, days,
and weeks which constitute alternative costing periods. A party may submit, and the board shall
consider, alternative avoided capacity and energy costs derived by an alternative method. A party
submitting alternative avoided cost methodology shall also submit an explanation of the alternative
method.

1. Avoided capacity costs. Calculations of avoided capacity costs in the peak and off-peak periods
shall be based on the following formula:

AVOIDED CAPACITY COSTS =[(D + OC) x (1 + RM)] x (1 + EF)

D (demand) is the greater of CD or FD.

CD (current demand cost) is the utility’s average demand cost expressed in dollars per dth or Mcf
during peak and off-peak periods.

FD (future demand costs) is the utility’s average future demand cost over the 20-year period
expressed in dollars per dth or Mcf when supplying natural gas during peak and off-peak periods.

RM (reserve margin) is the reserve margin adopted by the utility.

OC (other cost) is the value of any other costs per dth or Mcf related to the acquisition of natural
gas supply or transportation by the utility over the 20-year period in the peak and off-peak periods.

EF (externality factor) is a 7.5 percent factor applied to avoided capacity costs in the peak and off-
peak periods to account for societal costs of supplying energy. In addition, the utility may propose a

VIR
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different externality factor but must submit documentation of the factor’s accuracy.

2. Avoided energy costs. Calculations of avoided energy costs in the peak and off-peak periods on
a seasonal basis shall be based on the following formula:

AVOIDED ENERGY COSTS = (E + VOM) x (1 + EF)

E (energy costs) is the greater of ME or FE.

ME (current marginal energy costs) is the utility’s current marginal energy costs expressed in dollars
per dth or Mcf during peak and off-peak periods.

FE (future energy costs) is the utility’s average future energy costs over the 20-year period expressed
in dollars per dth or Mcf during peak and off-peak periods.

VOM (variable operations and maintenance costs) is the utility’s average variable operations and
maintenance costs over the 20-year period expressed in dollars per dth or Mcf during peak and off-peak
periods.

EF (externality factor) is a 7.5 percent factor applied to avoided energy costs in the peak and off-
peak periods to account for societal costs of supplying energy. In addition, the utility may propose a
different externality factor but must submit documentation of the factor’s accuracy.

199—35.6(476) Contested case proceeding.

35.6(1) The board shall conduct a contested case proceeding for the purpose of developing specific
capacity and energy savings performance standards for each utility required to be rate-regulated and
reviewing energy efficiency and demand response plans and budgets designed to achieve those savings.

35.6(2) Within 30 days after filing, each application for approval of an energy efficiency and
demand response plan that is submitted with the information and supporting documentation required by
this chapter, and complies with the filing requirements of 199—Chapter 14, shall be docketed as a
contested case proceeding. The lowa economic development authority shall be considered a party to the
proceeding. The proceeding shall follow the applicable provisions of 199—Chapter 7.

35.6(3) With the filing of its application for approval of its energy efficiency plan, each utility
shall provide, for the board’s review, a calculation of the percent of the utility’s expected annual lowa
retail rate revenue, which the utility shall determine by dividing the total projected budget for the five-
year plan by the total projected lowa retail rate revenues for the five-year plan period. The calculation
of a utility’s percent of lowa retail rate revenue may be subject to confidential treatment under Iowa
Code chapters 22 and 550 upon request of the utility and as determined by the board based on the board’s
review of such request.

199—35.7(476) Exemptions from participation.

35.7(1) The utility shall allow customers to request exemption from participating in the utility’s
electric energy efficiency plan if the combined ratepayer impact test for the utility’s approved five-year
electric energy efficiency and demand response plan is less than 1.0. The utility shall file a draft
customer notice within 20 days following the board’s approval of the utility’s five-year energy
efficiency plan. The form of the notice, once approved by the board, may not be altered except to include
the rate and bill impact dollars and percentages. The type size and quality shall be easily legible. The
notice shall, at a minimum, provide the following elements:

a. A brief statement informing all customers that they are eligible to request an exemption from
participation in the utility’s electric energy efficiency plan.

b. The estimated annual rate and bill impacts of the approved electric energy efficiency plan on
each class of customers and an estimate of the annual jurisdictional rate impact for each major customer
grouping in dollars and as a percentage, with the proposed actual increases to be filed at the time of
notice to customers. The utility may represent the estimated annual rate and bill impact dollars and
percentages with blank spaces; however, the board may require the utility to submit additional
information necessary for review of the proposed form of notice. A copy of the notice with the final
annual rate and bill impact dollars and percentages shall be filed with the board at the time of customer
notification.
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c. A statement that customers requesting to be exempt from participation in the electric energy
efficiency plan will not be eligible to participate in any utility-sponsored electric energy efficiency
programs and will not be eligible to receive rebates from the utility for electric energy efficiency
programs during the five-year plan cycle, beginning January 1 of the first year of the five-year plan
cycle.

d. An explanation that customers requesting to be exempt from participation in the electric energy
efficiency plan will no longer be assessed the energy efficiency cost recovery factor for the electric
energy efficiency programs on their utility bills.

e. An explanation that customers requesting to be exempt from participation in the electric energy
efficiency plan will be eligible to participate in demand response and natural gas energy efficiency
programs and will be assessed costs related to those programs on their utility bills.

f A statement that the exemption from participation in the electric energy efficiency plan is
applicable for the five-year plan cycle. The ability to request an exemption from participation in future
electric energy efficiency plans will depend on the specifics of the utility’s energy efficiency plan and
demand response plan filing as approved by the board.

g. The utility’s telephone number, website address, and email address the customer should use to
request an exemption from participation in the electric energy efficiency plan.

h. A deadline by which customers must request an exemption. The deadline shall not be less than
30 days from the date of the notice.

35.7(2) The utility shall deliver the approved notice to all affected customers within 30 days of the
board approving the notice.

199—35.8(476) Annual reporting requirements. Each utility shall file by May 1 of each year an
energy efficiency annual report which shall include the utility’s energy efficiency and demand response
spending compared to the approved budgets, actual demand and energy savings compared to the
performance standards approved by the board, cost-effectiveness results for the prior calendar year, the
results of any monitoring and verification activities, any additional information pertinent to the
implementation or performance of the energy efficiency or demand response plan for the previous
calendar year such as changes in outside firms used to implement energy efficiency programs, updates
on pilot projects, and other information as required by board order.

199—35.9(476) Energy efficiency and demand response cost recovery. Each utility shall be allowed
to recover the authorized energy efficiency and demand response plan expenditures adjusted for any
overcollections or undercollections calculated on an annual basis. The utility may propose to recover
the portion of the costs of process-oriented industrial assessments related to energy efficiency.

35.9(1) Accounting for costs. Each utility shall maintain accounting plans and procedures to account
for all energy efficiency and demand response costs.

a. Each utility shall maintain a subaccount system, work order system, or accounting system which
identifies individual costs by each program.

b. Each utility shall maintain accurate employee, equipment, material, and other records which
identify all amounts related to each individual energy efficiency or demand response program.

35.9(2) Automatic adjustment mechanism. Each utility shall file by June 1 of each year energy
efficiency and demand response costs proposed to be recovered in rates for the 12-month recovery
period beginning at the start of the first utility billing month at least 30 days following board approval.

35.9(3) Energy efficiency cost recovery (EECR) and demand response cost recovery (DRCR)
factors. Each utility shall calculate an EECR factor to recover the costs associated with the energy
efficiency plan, and each electric utility shall also calculate a DRCR factor to recover costs associated
with the demand response plan. The utility shall calculate EECR/DRCR factors separately for each
customer classification or grouping previously approved by the board. A utility shall not use customer
classifications or allocations of indirect or other related costs, other than those previously approved by
the board, without filing for a modification of the energy efficiency and demand response plan and
receiving board approval. Each utility may elect to file its first EECR and DRCR factors up to 120 days
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after November 13, 2019.
a. EECR/DRCR factors shall be calculated according to the following formula:

EECR/D authorized recovery +
RCR _ overcollection/undercollection
factor

annual sales units

b. EECR/DRCR factor is the energy efficiency or demand response recovery amount per unit of
sales.

c. Authorized recovery is the difference between the actual energy efficiency or demand response
expenditures by customer class for the previous calendar year and the approved energy efficiency or
demand response budget by customer class for the previous calendar year plus the approved energy
efficiency or demand response budget by customer class for the current calendar year.

d. Overcollection or undercollection is the actual amount recovered by customer class for the
previous recovery period less the amount authorized to be recovered by customer class for the previous
recovery period. This may also include adjustments ordered by the board in prudence reviews.

e. Annual sales units are the estimated sales for the 12-month recovery period for customers who
have not requested an exemption as allowed by rule 199—35.7(476).

35.9(4) Filing requirements. Each utility proposing to recover energy efficiency or demand response
costs through an automatic adjustment mechanism shall provide the following information:

a. The filing shall restate the derivation of each EECR/DRCR factor previously approved by the
board.

b. The filing shall include new EECR/DRCR factors based on allocation methods and customer
classifications and groupings approved by the board in previous proceedings.

c. The filing shall include all worksheets and detailed supporting data used to determine new
EECR/DRCR factors. Information already on file with the board may be incorporated by reference in
the filing.

d. The filing shall include a reconciliation comparing the amounts actually collected by the
previous EECR/DRCR factors to the amounts expended. Overcollection or undercollection shall be used
to compute adjustment factors.

e. If the board has determined in a prudence review that previously recovered energy efficiency
or demand response costs were imprudently incurred, adjustment factors shall include reductions for
these amounts.

35.9(5) Tariff sheets. Upon approval of the new EECR/DRCR factors, the utility shall file separate
tariff sheets for board approval to implement the EECR/DRCR factors in the utility’s rates.

35.9(6) Customers’ bills.

a. Each electric and natural gas utility shall include the EECR factor, the customer’s usage, and
the dollar amount charge on the customer’s bill. Customers who receive one bill for electric and natural
gas service shall have a separate line item on the bill for the electric EECR and the natural gas EECR.

b. Each electric utility shall represent the DRCR factor, the customer’s usage, and the dollar
amount charge on the customer’s bill.

199—35.10(476) Modification of an approved plan.

35.10(1) An approved energy efficiency plan or an approved demand response plan and associated
budget may be modified if the modification is approved by the board.

a. Electric utilities may request a modification to an approved energy efficiency plan due to
changes in the funding as a result of customers requesting exemptions from the electric energy efficiency
plan.

b. Natural gas and electric utilities may request modification of an approved energy efficiency
plan, or electric utilities may request modification of an approved demand response plan, for any reason.
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c.  The board, on its own motion, may consider modification of the energy efficiency or demand
response plan and budget.

35.10(2) All applications to modify shall be filed in the same docket in which the energy efficiency
or demand response plan was approved. All parties to the docket in which the energy efficiency or
demand response plan was approved shall be served copies of the application to modify and have 14
days to file an objection or agreement. Objections should be specifically related to the contents of the
modification. Failure to file timely objection shall be deemed agreement.

35.10(3) Each application to modify an approved energy efficiency or demand response plan shall
include:

a. A statement of the proposed modification and the party’s interest in the modification.

b. An analysis supporting the requested modification.

¢.  An estimated implementation schedule for the modification.

d. A statement of the effect of the modification on attainment of the utility’s performance standards
and on projected results, including cost-effectiveness, of the utility’s implementation of its plan.

35.10(4) If the board finds that any reasonable grounds exist to investigate the proposed
modification, a procedural schedule shall be set and the board shall take action within 90 days after the
modification request is filed.

35.10(5) If an application to modify is filed and the board finds that there is no reason to investigate,
then the board shall issue an order within 90 days after the modification request is filed stating the
reasons for the board’s decision relating to the application.

35.10(6) If the board rejects or modifies a utility’s plan, the board may require the utility to file a
modified plan and may specify the minimum acceptable contents of the modified plan.

199—35.11(476) Prudence review.

35.11(1) The board shall periodically conduct a contested case proceeding to evaluate the
reasonableness and prudence of the utility’s implementation of energy efficiency and demand response
plans and budgets. The prudence review shall be based upon the information filed by a utility in the
annual report required by rule 199—35.8(476), or based on discovery conducted in review of the annual
reports.

35.11(2) The consumer advocate or another person may request the board to conduct a prudence
review based upon the information filed by a utility in the annual report required by rule 199—
35.8(476), or based on discovery conducted in review of the annual reports. The request to initiate the
prudence review shall identify specific issues to be evaluated and may include a proposed procedural
schedule.

35.11(3) The board shall determine whether a contested case proceeding is necessary to address the
issues raised in a request for a prudence review.

35.11(4) Disallowance of past costs. If the board finds the utility did not take all reasonable and
prudent actions to cost-effectively implement its energy efficiency or demand response programs, the
board shall determine the amount in excess of those costs that would have been incurred under
reasonable and prudent implementation. That amount shall be deducted from the next EECR/DRCR
factors calculated pursuant to subrule 35.9(3) until the disallowed costs have been satisfied.

199—35.12(476) New structure energy conservation standards. A utility providing natural gas or
electric service shall not provide service to any structure completed after April 1, 1984, unless the owner
or builder of the structure has certified to the utility that the building conforms to the energy conservation
requirements adopted under 661—Chapter 303. If this compliance is already being certified to a state
or local agency, a copy of that certification shall be provided to the utility. If no state or local agency is
monitoring compliance with these energy conservation standards, the owner or builder shall certify that
the structure complies with the standards by signing a form provided by the utility. No certification will
be required for structures that are not governed by 661—Chapter 303.
These rules are intended to implement lowa Code section 476.6.



