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1. INTRODUCTION  

Energy efficiency is the only real consumer protection approach available for the 

Commission, the Peoples Gas Light & Coke Company and North Shore Gas Company (“the 

Companies”), and consumers to hold down the cost of gas supply and to keep energy dollars in 

Illinois’ economy. Many states have instituted successful energy efficiency programs that have 

saved natural gas and, in turn, reduced consumers’ utility bills.  Natural gas energy efficiency 

programs can benefit the participating consumers, all consumers, and the economy. Participating 

consumers can see a greater than 2:1 savings from dollars invested in energy efficiency 

measures. Additionally, broad scale programs can benefit all consumers by putting downward 

pressure on natural gas prices.  Also, energy efficiency programs benefit the state’s economy by 

reducing the flow of consumers’ energy payments to out-of-state natural gas producers and 

increasing spending on in-state energy efficiency providers and products.  
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The Companies, the Environmental Law & Policy Center, the Illinois Attorney General, 

the Citizens Utility Board, and the City of Chicago have come together to support the 

Commission’s adoption of a framework and funding for energy efficiency programs for 

consumers in the Peoples and North Shore Gas service territory.  The only point of departure 

between the Companies and the other supporters of the EEP is whether recovery should be 

through a rider or base rates.  Staff, on the other hand, opposes the EEP.  ELPC respectfully 

requests the Commission adopt in its final Order the framework and funding level for the energy 

efficiency program proposed by the Companies, with the exception that recovery be through base 

rates instead of a rider.   

2. MERITS OF ENERGY EFFICIENCY PROGRAM 

Staff criticized the Companies’ EEP proposal for three reasons:  (1) Staff argues not all 

the customers paying for the program will receive the benefit of participating in the program; (2) 

Staff believes the program is inefficient; and (3) Staff has concerns about the 

governance/accountability of the program.   

The first concern is an equity concern.  As pointed out by CUB and the City of Chicago, 

Staff is really holding the EEP to a higher standard of equity than the Commission applies to 

other costs.  (CUB/City Br. at 85.)  Dr. Rearden attempted to distinguish these other costs by 

arguing that everyone receives some benefit from distribution line upgrades in one neighborhood 

or recovery of uncollectibles.  (R. at 731:1-14.)  Nonetheless, that argument rings hollow because 

Dr. Rearden fails to identify what benefit all customers are receiving from uncollectibles 

recovery.  It is unclear what benefit all customers obtain when paying for a subset of customers 

to receive cost-free service.   
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In addition, consistent with Dr. Rearden’s prevailing point that cost recovery is 

acceptable in such situations if all customers receive some benefit, it has been well-established 

that a benefit can accrue to all customers from an EEP.  First, all customers that pay have the 

option of participating.  Second, testimony on behalf of both ELPC and the Companies 

established that there is a benefit to all customers from limiting the use of an out-of-state 

resource and turning instead energy efficiency which depends more on in-state jobs and 

products.  (Peoples Gas Ex. IR 1.0, lines 89-94; ELPC Ex. 1.0, lines 65-85; ELPC Ex. 1.3.)   

ELPC provided evidence that quantified the potential size of this benefit:  Energy efficiency 

programs in Illinois have the potential to produce a net gain of nearly 6,500 jobs and $220 

million in additional net annual employee compensation in Illinois by 2010, and 13,000 net new 

jobs and $440 million in net additional annual employee compensation by 2020. (ELPC Ex. 1.0, 

lines 80-85.)  The benefit of using in-state resources is one that the General Assembly requires 

the Commission to recognize.  20 Ill. Comp. Stat. 1120/2 (b) (1) & (2).   Third, energy efficiency 

programs adopted broadly can provide downward pressure on natural gas prices for all. (ELPC 

Ex. 1.0, lines 94-106.)1  The Commission itself has recognized this effect of energy efficiency 

programs. 

[S]mart energy efficiency programs . . . , targeted correctly, . . . will reduce the 
amount of high cost natural gas that Illinois has to buy, thus reducing everyone’s 
costs, as well. . . . . Increased energy efficiency that decreases the individual 
household or business costs of natural gas and electricity and—at the same time—
reduces the amount of high cost energy we have to buy—lowers prices for 
everyone and appears to be the premier option that Illinois has for lowering 
customer energy bills.   
 

Northern Illinois Gas Company, Ill. C. C. Dkt. No. 04-0779, Order at 193 (September 20, 2005). 

                                                 
1 Staff misinterprets ELPC’s point about the effect of this program.  Staff seemed to be under the impression that 
ELPC is arguing that this program alone will lower natural gas prices for the Chicago metropolitan area.  ELPC has 
not argued such a point and has always been careful to point out that downward pressure on natural gas prices and a 
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Staff’s second concern is a market efficiency concern.  Staff argues that investments in 

energy efficiency should be left up to the free market.  Nonetheless, when arguing efficiency and 

the need for benefits to outweigh costs, Staff focuses solely on dollar benefits and ignores the 

other benefits that energy efficiency can bring.  Such other benefits are well-recognized by the 

Commission and include:  environmental safety, environmental quality, public health, energy 

conservation, utilization of in-state resources, energy self-reliance, and use of renewable energy 

sources.  220 Ill. Comp. Stat. 5/1-102 (b); 20 Ill. Comp. Stat. 687/6-2; 20 Ill. Comp. Stat. 1120/2 

(b) (1) & (2)..    In addition, in its brief, Staff disregards all of the market imperfections that are 

currently preventing an efficient outcome. (See ELPC Initial Br. at 8; ELPC Ex. 2.0, lines 77-

82.)    Nonetheless, Staff’s witness, Dr. Rearden, acknowledged some of these imperfections in 

testimony: lack of information or education, an inability to make large, up-front investments in 

energy efficiency projects, and uncertainty over length of time at a residence or place of 

business.  (R. at 733:5-734:12.)  These imperfections result in an underinvestment in energy 

efficiency.   

Staff claims that ELPC failed to introduce evidence documenting the underinvestment in 

energy efficiency.  To the contrary, ELPC submitted evidence regarding the level of investment 

in Illinois compared to surrounding states, (R. at 1420:18-1421:3), and evidence regarding the 

market penetration of high-efficiency furnaces (30% in Illinois compared to 70% in Wisconsin). 

(R. at 1421:13-1422:3.)   Additional evidence of the underinvestment is that energy efficiency 

can be delivered at one third the cost of natural gas. (ELPC Ex. 1.0, lines 40-43.)   One of the 

core theorems of economics, the whole basis for Staff’s efficiency arguments, is that the market 

will reach equilibrium.  If market efficiency was being achieved and the market was operating 

                                                                                                                                                             
consequent lowering of prices would come from broader energy efficiency programs.  See Kubert testimony, (ELPC 
Ex. 1.0, lines 102-106).  ELPC Initial Br. at  
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reasonably well, energy efficiency per therm avoided would cost about the same as natural gas 

per therm--equilibrium.  Nonetheless, energy efficiency has cost markedly less than natural gas 

for years.  (ELPC Ex. 1.3.)  Obviously, this demonstrates both market failure and consequent 

underinvestment in energy efficiency.   

Finally, contrary to Staff’s argument, market efficiency is secured by the fact that energy 

efficiency costs much less than natural gas.  Such a market virtually assures that the individual 

benefits to participants and collective benefits of the whole program outweigh the costs.   This is 

evidenced by the study attached to ELPC testimony that demonstrated that the net gains of 

energy efficiency programs (considering both dollar savings and impacts on the state economy) 

far outweigh the costs of such a program.  (ELPC Ex. 1.3.)  Energy efficiency programs 

‘typically have more than a 2 to 1 ‘benefit to cost ratio’.”    (ELPC Ex. 1.0, line 87).    

Staff’s final concern relates to the accountability and governance of the proposed 

program.  However, as discussed in ELPC’s Initial Brief, Staff overlooked many of the features 

proposed for the program, (ELPC Initial Br. at 7-9), including: the independence of and 

representation on the Governance board; the accountability of all other positions to the 

Governance board; the periodic reviews, evaluations and audits built into the program; and the 

ultimate accountability for the program to the Commission in the next rate case.  (Peoples Ex. 

IR-1.0, lines 128-232; R. at 104:2-105:3.)  Further, as to limiting administrative costs, ELPC 

agrees that it is best for the program and consumers that administrative costs be capped and 

would support such a limitation set by the Commission in its Order.  (ELPC Ex. 2.0 at 160-171.) 

3. RATE/RIDER TREATMENT 

As discussed by Staff, the City, CUB and the AG in their respective briefs, recovery 

should be through rates, not a rider.  There are specific legal standards that must be met before 
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rates can be recovered through a rider and the circumstances must “warrant such treatment.”  

Citizens Utility Board v. Illinois Commerce Comm’n, 166 Ill. 2d 111, 138 (1995).  The expense 

must be volatile, unexpected, and likely to fluctuate.  Id.  Factually, the case of A. Finkl & Sons 

v. Illinois Commerce Commission is precisely on point.  A. Finkl & Sons Co. v. Illinois 

Commerce Comm’n, 250 Ill. App. 3d 317 (1st Dist. 1993).  In that case, the court was considering 

the appropriateness of the use of a rider for recovery of costs for a demand side management 

program, which in essence, is an energy efficiency program.  Id. at 326-27.  The court held that 

demand side management costs could not properly be recovered through a rider because they 

were not volatile nor were they beyond the Company’s control.  Id. at 327.   The court also noted 

in that case that the rider was not proper because the amount of dollars to be recovered through 

the rider was not significant and the costs were recoverable through the usual base rate 

mechanism.  Id.  Cf. Citizens Utility Board v. Illinois Commerce Comm’n, 166 Ill. 2d at 138-39 

(holding a rider appropriate because there were “wide variations and difficulties forecasting the 

costs” to be recovered).  In the present case, since the program costs are a set $7.5 million per 

year, the costs cannot be described as volatile, unpredictable, or likely to fluctuate.  A deferral 

accounting mechanism can be employed to track and reconcile differences between recovery 

through base rates and disbursements made under the program. (GCI Ex. MLB-1.0 at 72.)  In 

sum, since the EEP costs are both fixed and, for that reason, not beyond the Companies’ control, 

they cannot properly be recovered through a rider under the Finkl holding. 

4. CONCLUSION 

ELPC respectfully requests the Commission adopt in its final Order the framework and 

funding level for the energy efficiency program proposed by the Companies, with the exception 

that recovery be through base rates instead of a rider.  Doing so will allow an energy efficiency  
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program that will provide both utility bill savings to Peoples and North Shore customers and 

benefits for Illinois’ economy and environment. 

 

Respectfully Submitted, 

 
Faith Bugel 
Staff Attorney 
Environmental Law & Policy Center 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Dated: October 23, 2007 
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