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Q.  Please state your name and position? 1 
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A.  My name is Charles Kubert.  I am employed by the Environmental Law & Policy Center 

as a Senior Environmental Business Specialist. 

 

Q. Please outline your educational background. 

A. I have a Bachelor of Arts in political economy from Williams College and a Masters of 

Business Administration from the University of Chicago. 

 

Q. Please briefly summarize your professional experience. 

A. I have worked at the Environmental Law and Policy Center since 2001 where I have 

concentrated on policy and economic analysis associated with energy efficiency and renewable 

energy development throughout the Midwest.  Prior to joining the Environmental Law & Policy 

Center, I worked for 20 years as a management consultant with The Boston Consulting Group, 

KPMG and PricewaterhouseCoopers and as a Manager of Financial Planning for two large 

corporations.  My resume is attached as ELPC Exhibit 1.1.   

 

Q.  Have you testified before the Commission before?  

A.  Yes.  I submitted testimony in support of an energy efficiency program as a condition of 

the merger between WPS and Peoples Energy in October, 2006. 

 

Q.  What is the purpose of your testimony today?   

A.  The purpose of my testimony is to address three issues associated with Peoples’ Gas and 

North Shore Gas’ proposal to include an energy-efficiency program in their proposed tariff:  



first, why the implementation of energy efficiency programs is a legitimate ratepayer expense for 

the two utilities; second, why the proposed amount for energy efficiency is appropriate; third, 

why the energy efficiency program should not be broken out and collected as a separate rider on 

customer bills. 
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Q.  Are you familiar with the testimony of Ilza Rukis from Wisconsin Public Service 

Corporation submitted in support of the proposed energy efficiency program?  

A.  Yes. I participated in a collaborative process with Ms. Rukis and other representatives of 

WPS and Peoples Energy Corporation pursuant to the Commission’s order in ICC Docket 06-

0540 that requested the utilities propose to implement energy efficiency programs as a condition 

of merger approval.  I agree with the proposed governance structure for the energy efficiency 

program which she outlined in her testimony. 

 

Q.  Why do you believe that Peoples Gas and North Shore Gas should provide an 

energy efficiency program for their customers?  

A.  Peoples Gas and North Shore Gas have an obligation to provide reliable, least-cost 

service to their customers.  The average wholesale price of natural gas in Illinois has been over 

$8.00 per thousand cubic feet since 2005, up from an average of $300  $3.00 in 1999. Properly-

designed energy efficiency programs can save natural gas at a life-cycle cost of one-third the cost 

of purchasing and distributing that same amount of natural gas. These savings have been 

demonstrated in natural gas energy efficiency programs implemented by utilities in over 20 

states, including Iowa and Wisconsin.  In 2005, the average residential natural gas consumption 

in Iowa was 791 therms, in Wisconsin 823 therms, in Minnesota 942 therms.  In contrast, the 
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average Peoples Energy residential customer used 1,231 therms and North Shore Gas customer 

used 1,392 therms. This comparative energy consumption data is attached as ELPC Exhibit 1.2 

While there are a number of factors driving these differences, including the size and age of the 

housing stock, it suggests that long-established energy efficiency programs in these neighboring 

(and colder) states have played a role in reducing gas use.  It also suggests that there is 

significant untapped energy efficiency potential in Illinois. 
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  Despite high natural gas costs, homeowners and businesses continue to under-invest in 

energy efficiency. There are a variety of reasons for this under-investment, including lack of 

information, upfront cost hurdles and split incentives between landlords and tenants.  Ratepayer-

supported energy efficiency programs help to overcome many of these barriers by providing 

financial incentives, technical assistance and education to residential and commercial customers, 

retailers, distributors and contractors. 

 

Q. Why do you believe that having Peoples Gas and North Shore Gas fund natural gas 

energy efficiency programs would be in the best interests of the State of Illinois? 

A. Illinois residential, business and government consumers have been hard hit by dramatic 

natural gas commodity price increases over the past few years. After a decade of low and stable 

wholesale prices in the $2.00 to $3.00 range during the 1990’s, wholesale prices have more than 

doubled, and are projected to remain high for many years. Because essentially no natural gas is 

produced in Illinois, the state is entirely dependent on natural gas imported from other states and 

countries. With the dramatic rise in natural gas prices since 2000, Illinois is now spending $3 

billion more annually to purchase natural gas; the total drain on Illinois’ economy is over $7 

billion per year. 



When ratepayer dollars are spent on energy efficiency programs, those dollars go to pay 

for local vendors and workers who sell and install the energy efficiency equipment, rather than 

flowing out of state to purchase more gas. In addition, long-term customer savings from lower 

utility bills are redirected elsewhere into the state’s economy. As a result, energy efficiency 

programs produce net economic benefits in terms of total employment and payroll within the 

state.  A study by the American Council for an Energy Efficient Economy (ACEEE), 

“Examining the Potential for Energy Efficiency to Help Address the Natural Gas Crisis in the 

Midwest” quantifies these costs and benefits and is attached as Exhibit 1.3. 
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Q. Could you summarize the economic benefits that the study identified. 

A. Yes. The ACEEE study estimated that a moderately aggressive five-year regional 

program of energy efficiency would result in total utility bill saving to Illinois consumers of 

more than $1 billion per year by 2010. In addition, it would produce a net gain of nearly 6,500 

jobs and $220 million in additional net annual employee compensation in Illinois by 2010. If the 

programs were continued, this would grow to over 13,000 net new jobs and $440 million in net 

additional annual employee compensation by 2020. 

 ACEEE’s review of leading utility natural gas energy efficiency program results indicates 

that such programs typically have more than a 2 to 1 “benefit to cost ratio,” and save natural gas 

at a cost of around $2.50 per Mcf. That is less than half the forecasted wholesale cost of natural 

gas over the next 10 years. Therefore, for every $1 million invested in natural gas energy 

efficiency programs, more than $2 million should be produced in avoided natural gas costs for 

Peoples Gas and North Shore Gas ratepayers over the life of these measures. 

 



Q. How can energy efficiency programs reduce overall natural gas prices? 93 
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A. Energy efficiency programs help to reduce total demand for natural gas, which has the 

effect of putting downward pressure on natural gas market prices, which, in turn, benefits all 

ratepayers.  Natural gas supplies continue to be tight, driving up natural gas prices on the margin. 

Another recent study by ACEEE examined the relationship between current natural gas supply 

and demand, gas prices and energy efficiency.  The study, “Impacts of Energy Efficiency and 

Renewable Energy on Natural Gas Markets: An Updated Analysis,” is attached to this testimony 

as ELPC Exhibit 1.4. The study concluded policies and programs that could reduce natural gas 

demand nationally by just over 1% per year could result in wholesale natural gas prices that are 

10-20% below a baseline “business as usual” scenario.  This would collectively save consumers 

billions of dollars per year. While the proposed energy efficiency programs for Peoples Gas and 

North Shore Gas are not sufficient by themselves to have this effect, the combined actions of 

utilities, legislatures, public utility commissions and natural gas customers everywhere can ease 

these supply constraints. 

 

Q.  Why do you believe that $7.5 million is an appropriate amount for the two utilities 

to spend on energy efficiency?   

A.  The Peoples Gas and North Shore Gas service territories have enormous potential for 

natural gas savings through energy efficiency.  As I mentioned above, utilities around the 

country are investing ratepayer dollars in these programs.  The level of ratepayer-funded annual 

utility spending on natural gas energy efficiency in other Midwest states ranges from 0.5% of 

annual revenues in Minnesota to 2.1% in Iowa.  Applying these spending levels to Peoples Gas 

and North Shore Gas revenue, a program for these customers would be $8.7 million on the low 



end up to $36.5 million on the high end.  Since Peoples Gas and North Shore Gas have no 

history in running these programs, I believe that the proposed amount of $7.5 million is a 

conservative amount with which to begin a program.  A lesser amount would not allow the 

program to develop a comprehensive portfolio of services and incentives to impact a large 

number of customers.  A greater amount is eventually needed to reach the full potential of these 

programs. However, several years of program experience may be required before a ramp-up to a 

higher funding level. 
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Q.  How many customers per year could $7.5 million in funding reach?   

A.  The number and type of customers that this spending level could reach is a function of 

the program design and services offered.  MidAmerican Energy which serves eastern Iowa spent 

$16.4 million in 2005 and had 29,000 participants.  While MidAmerican’s program is not an 

exact predictor of the success of programs in Peoples Gas and North Shore Gas territory, scaling 

this program to the proposed $7.5 million level would result in roughly 13,000 participants 

annually, both residential and commercial.  All customers have an opportunity to participate in 

these programs. The actual number of participants will be driven by the program design 

approved by the Governance Board and Program Administrator(s) and the success of marketing 

and outreach to build program awareness among customers 

 

Q.  Do you believe that recovery of energy efficiency program costs should be in base 

rates and not in a separate rider as Peoples Gas and North Shore Gas have proposed? 

A.  The annual program costs should be reflected in base rates, not a rider.  There is no 

justification for singling out energy efficiency programs in a rider.  Energy efficiency programs 



are just one of thousands of expense line items that go into the utility’s rate filing and should be 

considered no differently than other expenses, whether for distribution pipeline repairs or 

customer call centers.  The mere fact that energy efficiency is a new program and new expense 

area for the two utilities does not justify singling it out either in the tariff or on customer bills.   
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Typically, the only expenses that justify riders are those which are outside the utility’s 

control or are volatile and unpredictable.  The energy efficiency program is not outside the 

utility’s control—indeed, the utilities in this case are proposing the expenditure—and is neither 

volatile nor unpredictable.  Although only a portion of Peoples Gas and North Shore Gas 

customers will utilize these programs in any given year, they are open and accessible to all.  As I 

mentioned above, energy efficiency is a component of least-cost utility planning.  Therefore, 

energy efficiency program expenses should fit within the scope of ordinary expenses.   

 

Q.  Does this conclude your testimony? 

A.  Yes. 
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