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PREHEARING BRIEF 
 

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

submits this Prehearing Brief in accordance with the Order Setting Procedural Schedule issued 

by the Iowa Utilities Board (Board) on February 27, 2017. 

PROCEDURAL HISTORY 

On February 25, 2016, MidAmerican Energy Company (MidAmerican) filed with the 

Board its annual energy adjustment clause (EAC) reconciliation in compliance with the Board’s 

July 31, 2014, order in Docket Nos. RPU-2013-0004 and TF-2011-0010.  With this annual 

reconciliation filing, MidAmerican proposed a revised EAC factor to become effective with its 

March 2016 billing cycle.   

On March 25, 2016, the Board docketed the compliance filing for investigation and 

requested Board staff schedule a meeting with MidAmerican and OCA to discuss whether 

MidAmerican’s EAC calculation should include negative wind revenues but not the 

corresponding projected production tax credits (PTCs) for wind projects added after Wind VII 

and not yet included in MidAmerican’s base rates.  Facebook, Inc., Google Inc., and Microsoft 

Corporation (Tech Companies) filed a Petition to Intervene on August 4, 2016, which was 

granted on October 11, 2016.  The parties and Board staff met to discuss this issue on 

December 6, 2016.  The parties filed a status report on February 9, 2017, indicating that the 
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parties had been unable to resolve the issue and requesting that the Board establish a procedural 

schedule.  The parties concurred that there are no material facts in dispute and that parties’ 

positions on the outstanding issue could therefore be fully addressed through briefs without the 

need for pre-filed testimony.  

On February 27, 2017, the Board issued a procedural schedule calling for the submission 

of simultaneous briefs on or before March 14, 2017, and establishing a hearing date on April 19, 

2017.1 

STATEMENT OF THE CASE 

MidAmerican proposed and obtained advanced ratemaking principles for several wind 

projects, specifically Wind I through Wind VII.  The PTCs from these wind projects were 

retained by MidAmerican, for the period prior to the inclusion in its rate base, subject to a 

revenue sharing mechanism.  

PTC-eligible wind units may be offered into the market at times when the locational 

marginal prices (LMPs) for these units are negative.  It may be advantageous to offer them into 

the market because the PTCs earned often exceed the negative marginal prices.  MidAmerican 

took advantage of this opportunity and, for the period prior to the inclusion in its rate base, 

offered the PTC-eligible facilities into the market when the value of their PTCs were expected to 

exceed the negative costs or market price.  MidAmerican received the benefit of the PTCs and 

bore the cost of the negative market price. 

Wind projects I through VII were included in rate base in Docket No. RPU-2013-0004.  

An EAC was created as part of that proceeding.  PTCs from Wind I through Wind VII flow 

                                                           
1  On February 24, 2017, MidAmerican filed its proposed annual EAC reconciliation for 2017, which was docketed 
by the Board on March 3, 2017, for investigation and determination in this proceeding.  OCA anticipates all issues 
will be resolved in this proceeding.    
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through the EAC to offset energy costs of MidAmerican’s customers.  It was agreed by the 

parties in Docket No. RPU-2013-0004 that the cost of the negative market price would also flow 

through the EAC.  It would not have been equitable to saddle MidAmerican with the negative 

market price when the benefits of these wind projects were being flowed through the EAC to its 

customers.  The parties agreed the benefits and the costs should be matched. 

In accordance with the decision in Docket No. RPU-2013-0004, MidAmerican filed a 

new tariff to reflect the matching of benefits and costs for wind units offered into the market 

when the PTCs earned exceed the negative marginal prices.  MidAmerican’s EAC tariff 

provides:   

The cost of energy will be adjusted by the pre-tax amount of any 
federal PTCs associated with renewable power projects, grossed up 
at the rate of 1.643 as entered into account 409.1, reduced for any 
negative energy settlements from those renewable power projects 
that result during the period the projects are eligible for the 
production tax credit, as recorded in account 447.043. 

 
(Emphasis added).     

MidAmerican proposed and obtained advanced ratemaking principles for several 

additional wind projects, specifically Wind VIII through Wind XI (Later Wind Projects).  These 

wind projects are not included in MidAmerican’s base rates, and the PTCs for these Later Wind 

Projects do not flow through the EAC.   

On February 25, 2016, MidAmerican filed with the Board its EAC reconciliation in 

compliance with the Board’s July 31, 2014, order in Docket Nos. RPU-2013-0004 and  

TF-2011-0010.  MidAmerican’s proposed 2016 EAC calculations show that its projected fuel, 

fuel transportation, purchased power, and other recoverable costs, including negative market 

prices, are offset by PTCs from wind projects that were included in base rates in Docket No. 

RPU-2013-0004, specifically Wind I through Wind VII.   
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MidAmerican’s 2016 EAC calculation also included negative market prices of 

approximately $3.7 million associated with its PTC-eligible wind facilities Wind VIII and IX 

whose corresponding PTCs were not included in the EAC.2  MidAmerican’s proposed 2016 

EAC calculation includes negative market prices but not the corresponding PTCs (revenues) for 

the Later Wind Projects.  MidAmerican is requesting that it receive the benefits from offering 

PTC-eligible facilities into the market when the value of their PTCs were expected to exceed the 

negative market price, and have customers bear the costs of the negative market price.  It is not 

equitable that MidAmerican receive the benefits while its customers’ bear the costs. 

The Board questioned whether it is appropriate for customers to pay negative wind costs 

to make possible PTC benefits that flow to MidAmerican, and docketed the filing for further 

investigation.3   

ARGUMENT 

I. THE PARTIES HAVE CONSISTENTLY IN THE PAST MATCHED THE 
REVENUES AND THE COSTS. 
 
Until MidAmerican’s February 25, 2016, EAC reconciliation filing, the parties have 

consistently treated negative marginal prices as related cost to PTCs.  MidAmerican proposed 

and obtained advanced ratemaking principles for several wind projects, specifically Wind I 

through Wind VII.  The PTCs from these wind projects were retained by MidAmerican, for the 

period prior to the inclusion in its rate base, subject to a revenue sharing mechanism.  

MidAmerican offered the PTC-eligible facilities into the market when the value of their PTCs 

                                                           
2  Wind X had no units online and the ratemaking principles in Wind XI prevented the inclusion of negative market 
prices. 
3  In re:  MidAmerican Energy Company, Docket No. EAC-2016-0006, “Order Docketing Filing and Requesting 
Comments” (IUB, Mar. 25, 2016). 
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were expected to exceed the negative market price.  MidAmerican received the benefit of the 

PTCs and bore the cost of the negative market price. 

When Wind I through VII were included in rate base in Docket No. RPU-2013-0004, 

PTCs from those projects flowed through the EAC to offset energy costs of MidAmerican’s 

customers.  It was agreed by the parties in Docket No. RPU-2013-0004 that the cost of the 

negative market price would also flow through the EAC.  It would not have been equitable to 

saddle MidAmerican with the negative market price when the benefits were being flowed 

through the EAC to its customers.  The customers received the benefit of the PTCs and bore the 

cost of the negative market price. 

MidAmerican is receiving the PTCs from Wind VIII, IX and X, and will receive PTCs 

from Wind XI when these facilities are operational.  MidAmerican, in its 2016 reconciliation 

filing, is proposing to charge its customers for $3.7 million in negative market prices.  

MidAmerican is proposing that it receive the benefits of the PTCs and its customers bear the 

negative market price costs.  This is inconsistent with the prior application of the PTCs and the 

negative market prices.  In order to appropriately match the costs and revenues associated with 

MidAmerican’s Later Wind Projects, the negative market prices from the Later Wind Projects 

should be borne by MidAmerican as long as MidAmerican benefits from the corresponding PTC 

revenues.  

II. MIDAMERICAN’S EAC TARIFF ONLY ALLOWS NEGATIVE MARKET 
PRICES AS A REDUCTION TO PTCS FROM ASSOCIATED RENEWABLE 
POWER PROJECTS.  
 
The matching of negative market prices and PTC revenues for Later Wind Projects 

outside the EAC comports with MidAmerican’s EAC tariff, Electric Tariff No. 2, Sheet No. 433, 

approved in MidAmerican’s last general rate case, Docket No. RPU-2013-0004, effective 
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July 31, 2014.  The tariff is consistent with the matching principle for revenues and costs 

associated with Wind Projects.  The EAC tariff provides:   

The cost of energy will be adjusted by the pre-tax amount of any 
federal PTCs associated with renewable power projects, grossed up 
at the rate of 1.643 as entered into account 409.1, reduced for any 
negative energy settlements from those renewable power projects 
that result during the period the projects are eligible for the 
production tax credit, as recorded in account 447.043.4 

(Emphasis added).  The negative market prices or negative energy settlements are only allowed 

to the extent they relate to PTCs flowing through the EAC. 

III. A PROPER MATCHING OF REVENUES AND COSTS ASSOCIATED WITH 
THE LATER WIND PROJECTS REQUIRES THE EXCLUSION OF NEGATIVE 
MARKET PRICES FROM THE EAC.  

 The approved ratemaking principles for the Later Wind Projects also reflect a matching 

principle that is consistent with the provisions in MidAmerican’s EAC tariff, as explained in 

MidAmerican witness Specketer’s testimony.  The ratemaking principle provides: 

The Iowa jurisdictional portion of any federal production tax 
credits associated with Wind VIII will be recorded above-the-line 
in FERC account 409.1, or any successor account for recording 
such credits.  However, the Iowa jurisdictional portion of any 
federal production tax credits associated with Wind VIII will be 
excluded from the Iowa Energy Adjustment Clause approved in 
MidAmerican’s 2013 Iowa electric rate case.  For subsequent 
cases, the Iowa jurisdictional portion of the investment and all 
other costs and benefits of the Wind VIII Project shall be included 
in base rates, and the Iowa jurisdictional portion of any federal 
production tax credits associated with Wind VIII shall be included 
in an Iowa Energy Adjustment Clause.5 6 7 8 

 

                                                           
4  MidAmerican Energy Company’s Iowa EAC tariff, Electric Tariff No. 2, Sheet No. 433 (effective July 31, 2014). 
5  In re:  MidAmerican Energy Co., Docket No. RPU-2013-0003 (Wind VIII 1050 MW), Stipulation and Agreement 
(dated June 26, 2013), “Order Approving Settlement and Requiring Reports” (IUB, Feb. 6, 2015). 
6  In re:  MidAmerican Energy Co., Docket No. RPU-2014-0002 Stipulation and Agreement (dated Nov. 18, 2014), 
“Order on Rehearing,” approving Settlement with modification (IUB, Feb. 6, 2015). 
7  In re:  MidAmerican Energy Co., Docket No. RPU-2015-0002, Stipulation and Agreement (dated June 26, 2015), 
“Order Approving Settlement with Modification and Requiring Reports” (IUB, Aug. 21, 2015). 
8  In re:  MidAmerican Energy Co., Docket No. RPU-2016-0001, Stipulation and Agreement (dated July 26, 2016), 
“Order Approving Settlement with Reporting Requirements” (IUB, Aug. 26, 2016). 
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 MidAmerican witness Thomas Specketer explains a proper matching requires that all 

costs associated with a business activity are counted against the revenue from the same business 

activity:   

Q:  Why does the proposed ratemaking principle exclude from the 
EAC the revenues from the sale of renewable energy credits, 
carbon credits or other environmental benefits associated with 
Wind XI, until the investment and all other costs and benefits of 
Wind XI are included in base rates or the EAC in a future rate 
proceeding? 
 
A:  The EAC approved in the 2013 Rate Case includes revenues 
from the sale of renewable energy credits, carbon credits or other 
environmental-related benefits associated with past power projects 
as recorded in accounts 456, 411.8 and 411.9.  Revenues from 
Wind VIII, Wind IX and Wind X renewable attributes are 
excluded from the EAC because [the projects] were not approved 
by the Board until after 2013 Rate Case.  MidAmerican proposes 
to exclude these revenues because if they were included in the 
EAC, there would be a mismatch.  A fundamental regulatory 
principle known as the “matching principle” requires that all 
costs associated with a business activity are counted against the 
revenue from the same business activity.  Providing the benefits to 
customers of the environmental-related attributes without a 
corresponding recovery of the Wind XI investment and other 
related costs, and recognition of other benefits, violates the 
matching principle.  As was true for Wind VIII, Wind IX and 
Wind X, recognizing all costs and benefits of Wind XI at the time 
of a future rate proceeding, including those benefits that would be 
included in the EAC, ensures there will be a proper matching of 
the customer benefits and expenses of the Project.  It would be 
unbalanced and unreasonable for MidAmerican’s electric 
customers to get all of the benefits of these renewable attributes 
without incurring costs associated with any of the rate base and 
expense necessary to provide such benefits.   
 

(Emphasis added.)9  PTCs associated with these later wind projects would require the exclusion 

of negative wind revenues (costs) from the EAC for so long as PTC revenues associated with 

these later projects are excluded from the EAC and base rates.  

                                                           
9  In re:  MidAmerican Energy Co., Docket No. RPU-2016-0001, Pre-filed Direct Testimony of Thomas B. 
Specketer, at 7-8 (Apr. 14, 2016). 
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The matching principle was also offered as a justification for excluding the PTC from the 

EAC “until all other costs and benefits of Wind XI are included in base rates or in the EAC in a 

future proceeding.”10  Negative market prices constitute other costs associated with Later Wind 

Projects which must be excluded from the EAC under Mr. Specketer’s application of the 

matching principle to the approved ratemaking terms that govern the Later Wind Projects.   

The retail energy benefits that arise from the Later Wind Projects do not justify deviation 

from the matching principle embodied in the ratemaking principles approved for these projects.  

The ratemaking principles reflect a package of ratemaking terms that represent a balancing of 

risks, costs and benefits for MidAmerican and its customers.  It would be inappropriate to 

highlight any particular aspect of the Later Wind Projects as justification for varying from the 

matching principle reflected in the ratemaking principles.  MidAmerican does not flow any 

related PTC revenues through the EAC, and it has a priority claim to these benefits from the 

Later Wind Projects by virtue of the revenue sharing provisions under which MidAmerican need 

not share any portion of excess revenues until it has achieved its allowed weighted average ROE 

on rate base or 11 percent.  The matching treatment of federal PTCs and negative market prices 

is consistent with Settlement Agreements and approved ratemaking principles for the Later Wind 

Projects which are not yet included in MidAmerican’s base rates.   

The material facts in this case are not in dispute.  In MidAmerican’s February 25, 2016, 

EAC reconciliation filing, MidAmerican is requesting that it receive the benefits from offering 

PTC-eligible facilities into the market when the value of their PTCs were expected to exceed the 

negative market price, and have customers bear the costs of the negative market price.  For 2016, 

the costs to customers is approximately $3.7 million.  It is not equitable that MidAmerican 

                                                           
10  Id.  Specketer Pre-filed Direct Testimony, at 12 (emphasis added).     
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receive the benefits while its customers’ bear the costs.  The Board should issue a ruling 

concerning the appropriate treatment of negative market prices associated with MidAmerican 

Wind VIII, IX, X and XI.        

WHEREFORE, OCA requests the Board find that the matching principle requires the 

exclusion of negative wind settlement revenues associated with Wind VIII, IX, X and XI from 

the EAC for so long as production tax credits associated with these projects are also excluded 

from the EAC.   

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