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October 30, 2009 By Electronic Filing

Patricia Van Gerpen

Executive Director

South Dakota Public Utilities Commission
500 East Capitol Avenue

Pierre, South Dakota 57501-5070

Re: In the Matter of the Consideration of the New PURPA Standards
Docket No. NG09-006

Dear Ms. Van Gerpen:

Enclosed for filing, please find MidAmerican Energy Company’s (MidAmerican) comments in
Docket No. NG09-006. MidAmerican appreciates the opportunity to submit comments
regarding the proposed new Public Utility Regulatory Policy Act (PURPA) natural gas
standards. MidAmerican representatives will be made available to answer any additional
questions or to provide any additional information that the Commission or Commission Staff
may have in regards to the new PURPA standards presented in the Energy Independence and
Security Act of 2007.

Sincerely,

[

M. Adone_
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE CONSIDERATION) Docket No. NG09-006
OF THE NEW PURPA STANDARDS )

COMMENTS
OF
MIDAMERICAN ENERGY COMPANY

Pursuant to the South Dakota Public Utilities Commission’s (Commission) Order issued on
October 23, 2009, MidAmerican Energy Company (“MidAmerican”) hereby submits its Comments
in this proceeding, and in support of its Comments, MidAmerican states as follows:

Background

On December 19, 2007, the President signed the Energy Independence and Security Act of
2007 (EISA) into law. The Act adds two new federal standards to the Public Utility Regulatory
Policies Act of 1978 (PURPA) for state commissions and utilities to consider. The standards are (1)
Energy Efficiency; and (2) Rate Design Modification to Promote Energy Efficiency Investments.

The Commission commenced this proceeding to consider the two new PURPA standards at
its October 6, 2009, meeting. The Commission unanimously voted to open a docket and complete its
consideration by December 19, 2009, and set an intervention deadline of October 30, 2009.

At its October 6, 2009, meeting, the Commission set forth its procedural schedule wherein
utilities and Commission Staff are to submit comments by October 30, 2009. A hearing is to be held
on November 30, 2009. The issue at hearing is whether the Commission should implement the two

new federal standards.



MidAmerican’s Comments address the general PURPA/EISA standards within the comments
below.

Comments

MidAmerican is a multi-jurisdictional public utility providing natural gas and electric service
to customers in the states of lowa, Illinois, Nebraska and South Dakota. Pursuant to the
Commission’s directive, MidAmerican addresses the standards below to assist the Commission with
its consideration of the EISA PURPA standards.

A. Energy Efficiency

Section 532(b) of EISA 2007 amends Section 303(b) of PURPA (16 U.S.C. 3203(b)) by
adding a new standard that requires consideration of “Energy Efficiency” for gas utilities. The new
standard provides:

(5) ENERGY EFFICIENCY. — Each natural gas utility shall -

(A) integrate energy efficiency resources into the plans and planning processes

of natural gas utility; and

(B) adopt policies that establish energy efficiency as a priority resource in the

plans and planning processes of the natural gas utility.

PURPA Section 532.

MidAmerican notes that it recently began offering energy efficiency programs in its South
Dakota service territory. MidAmerican also offers energy efficiency programs in lowa and Illinois.
MidAmerican does not go through a formal planning process in any of the jurisdictions it serves;
however, MidAmerican does consider its energy efficiency resources as a priority resource in its
system wide resource planning. MidAmerican does not believe it is necessary for the Commission

to adopt a formal planning process to encourage cost-effective energy efficiency programs as a

priority resource as many utilities such as MidAmerican use energy efficiency as a priority resource



without using a formal planning process.

In the state of lowa, for approximately the last 18 years MidAmerican has been filing
formal energy efficiency plans every five years. The lowa energy efficiency plan is reviewed
regularly and may be updated as needed. In 2008, a pilot energy efficiency plan was filed in
Illinois. The Illinois pilot plan runs through 2012. An energy efficiency plan was approved for
South Dakota in April 2009. The South Dakota energy efficiency plan runs through 2011. Itis
anticipated that new energy efficiency plans will be filed in both Illinois and South Dakota when
the current plans expire.

Additionally, MidAmerican notes it also makes a Purchased Gas Adjustment (PGA)
filing monthly in each state. Included as part of that filing in lowa is an analysis of
MidAmerican’s contracted services as compared to system demand requirements. MidAmerican
must contract for sufficient services to maintain reliable gas service to all customers on even the
coldest day. MidAmerican contracts for adequate services to meet its maximum daily system
demand requirement, and annually analyzes the demand for changes due to new customer
growth and energy efficiency. Energy efficiency programs reduce system demand, and as such
are reflected in reduced contractual requirements as soon as practical.

The Commission already encourages the filing of energy efficiency plans. Consequently, it
would not be necessary for the Commission to adopt new planning standards or adopt policies that
establish energy efficiency as a priority resource in the plans and planning processes of the natural

gas utility.



B. Rate Design Modifications to Promote Energy Efficiency Investments

Section 532(b) of EISA 2007 amends Section 303(b) of PURPA (16 U.S.C. 3203(b)) by
adding a new standard that requires consideration of “Rate Design Modifications to Promote Energy
Efficiency Investments.” The amendment provides:

(6) RATE DESIGN MODIFICATIONS TO PROMOTE ENERGY EFFICIENCY

(A) IN GENERAL.—The rates allowed to be charged by a natural gas utility shall
align utility incentives with the deployment of cost-effective energy efficiency.

(B) POLICY OPTIONS.—In complying with subparagraph (A), each State
regulatory authority and each non-regulated utility shall consider—

(i) separating fixed-cost revenue recovery from the volume of transportation
or sales service provided to the customer;

(i) providing utility incentives for the successful management of energy
efficiency programs, such as allowing utilities to retain a portion of the cost-
reducing benefits accruing from the programs;

(iii) promoting the impact on adoption of energy efficiency as one of the
goals of retail rate design, recognizing that energy efficiency must be
balanced with other objectives; and

(iv) adopting rate designs that encourage energy efficiency for each customer
class.

PURPA Section 532.

MidAmerican generally supports adoption of rate design modification policies to promote
energy efficiency since energy efficiency will play a very important role in meeting future resource
needs. Although MidAmerican’s South Dakota energy efficiency plan already includes timely cost
recovery of energy efficiency costs, the Commission may want to consider other policy changes to
move energy efficiency to an even higher level.

For example, adopting rate designs that reduce or eliminate financial harm to utilities from

declining sales will encourage utilities to make energy efficiency an integral part of their business.

Gas utility earnings have already been impacted by implementation of energy efficiency programs
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and natural conservation as building stock and appliance efficiencies improve. In order to help
ensure the continuing financial health of utilities implementing energy efficiency it will be important
to ensure that utility fixed costs continue to be recovered despite declines in sales.

However, it is important to recognize that for most customers, the cost of natural gas is the
major component in the total cost of gas service. Since gas utilities pass through the cost of gas,
price signals included in non-gas costs may be overshadowed.

There are several modifications the Commission could consider to help minimize the
financial impact of energy efficiency program on natural gas utilities. They include:

. Decoupling, which separates the level of utility revenue from the amount of therms
sold, removes the disincentive for a utility to pursue energy efficiency by eliminating
the impact of resulting reductions in sales;

. Inclusion of the fixed costs of providing service to customers in the fixed monthly
basic service charge;

. Granting of utility incentives for successful management of energy efficiency
programs, such as those approved by the Commission;

. Inclusion of pro forma adjustments in rate cases to recognize the expected impact of
use per customer reductions resulting from energy efficiency programs; and

. More frequent rate cases.

While decoupling likely provides the best assurance that utilities are compensated for usage
reductions related to energy efficiency programs, it is also the most complicated solution.
Decoupling may confuse customers, and it could result in customer backlash related to energy

efficiency if the perception is that rates are being immediately adjusted to compensate for any usage



reductions. Perhaps the best solution is a combination of the other options. Movement of all fixed
costs to the fixed monthly basic service charge also provides good assurance of lost margin
recovery. However, it may be impractical to move all fixed costs to the basic service charge because
of substantial impacts to small-use customers. An increase in the fixed costs included in the basic
service charge could be effectively combined with utility incentives, pro forma adjustments or more
frequent rate cases. By increasing the amount of fixed cost recovery, the magnitude of incentives or
pro forma adjustments would be decreased or the frequency of rate cases reduced.
MidAmerican’s recommendations are:

e The Commission should consider the movement of all fixed costs to the fixed monthly basic
service charge. In doing so, the Commission should consider whether such a move would
result in substantial negative impacts to small-use customers. This could be accomplished in
the context of individual rate cases. The Commission need not adopt the standard.

e The Commission has already allowed incentives for the successful management of energy
efficiency programs. The Commission need not adopt the standard.

e While MidAmerican believes the Commission should consider energy efficiency goals as
one factor in establishing retail rate design, the Commission need not adopt the standard in

order to do so. The Commission already has that authority.



WHEREFORE, MidAmerican Energy Company respectfully requests the South Dakota
Public Utilities Commission give these comments due consideration. MidAmerican representatives
will be made available to meet with the Commission or Commission Staff to answer any additional
questions or to provide any additional information.

Dated this 30" day of October, 2009.

Respectfully submitted,

MIDAMERICAN ENERGY COMPANY

By M }/M

ébzan M. lStewart

Managing Attorney

401 Douglas Street

P.O. Box 778

Sioux City, lowa 51102
712-277-7587 (voice)
712-252-7396 (facsimile)
smstewart@midamerican.com

Jennifer S. Moore

Senior Attorney

106 East Second Street
P.O. Box 4350

Davenport, lowa 52808
563-333-8006 (voice)

563 333-8021 (facsimile)
jsmoore@midamerican.com

Attorneys for MidAmerican Energy Company
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Certificate of Service

The undersigned does certify that the foregoing Petition to Intervene has been served this

Patricia Van Gerpen

Executive Director

South Dakota Public Utilities Commission
500 East Capitol

Pierre, SD 57501
patty.vangerpen@state.sd.us

Kara Semmler

Staff Attorney

South Dakota Public Utilities Commission
500 East Capitol

Pierre, SD 57501
kara.semmler@state.sd.us

Ms. Tamie A. Aberle

Pricing and Tariff Manager
Montana-Dakota Utilities Co.
400 North Fourth Street
Bismarck, ND 58501
tamie.aberle@mdu.com

Sara Dannen

Northwestern Energy

3010 West 69" Street

Sioux Fall, SD 57108
sara.dannen@northwestern.com

day upon the following in accordance with the rules of the Public Utilities Commission.

Brian Rounds

Staff Analyst

South Dakota Public Utilities Commission
500 East Capitol

Pierre, SD 57501
brian.rounds@state.sd.us

Jon Thurber

Staff Analyst

South Dakota Public Utilities Commission
500 East Capitol

Pierre, SD 57501

jon.thurber@state.sd.us

Mr. Donald R. Ball

Vice President- Regulatory Affairs
Montana-Dakota Utilities Co.

400 North Fourth Street

Bismarck, ND 58501
don.ball@MDU.com

Dated at Davenport, lowa, this 30" day of October, 2009.

Y. Mo
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