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May 4, 2000

Mr. Michael E. Rosauer

Ms. Donna Wagoner

California Public Utilities Commission

Analysis Branch

505 Van Ness Street,  Area 4-A

San Francisco, CA  94102

Re: 
Joint Pre-Workshop Comments of Sempra Energy Submitted on Behalf of the San Diego Gas and Electric Company (SDG&E) and the Southern California Gas Company (SoCalGas) on the Low-Income Needs Assessment Study

Dear Mr. Rosauer and Ms. Wagoner,

Sempra Energy, on behalf of the San Diego Gas & Electric Company (SDG&E) and the Southern California Gas Company (SoCalGas) (collectively, The Companies) hereby offer their proposals, as requested by the Energy Division.  The Companies welcome the opportunity to offer comments to assist the Energy Division, Low Income Advisory Board (LIAB or Board), and its Technical Committee in achieving the following objectives:

1. Define the goals of the Low-Income Needs Assessment Study (Needs Assessment);

2. Define the scope of the Needs Assessment;

3. Discuss Process issues; and,

4. Suggest resource materials in addition to the Low Income Working Group (LIWG) Report, the Low Income Governing Board (now LIAB) Proposal, and the Joint Utility Proposal.

While The Companies continue to support the objectives, scope, and process described in the Joint Utilities Proposal, this support is conditional.  Phase I of the Needs Assessment will be charged solely to the California Alternate Rates for Energy (CARE) Program.  The Companies recommend that funding for all subsequent phases be allocated proportionately to the CARE and Low Income Energy Efficiency (LIEE) Programs.  

Costs for the CARE and LIEE programs are borne by different ratepayer classes.  While acknowledging the short-term impact (through 2002) of the electric rate freeze on LIEE funding levels, it seems unreasonably burdensome to shift all Needs Assessment LIEE activity costs to CARE.  In addition, it is contrary to long-established cost-accounting principles for Phase II of the LIEE Needs Assessment to be charged to the CARE Program.  Proper accounting dictates that CARE Phase II costs are charged to the CARE Program, and LIEE Phase II costs are charged to the LIEE Program.  

To do otherwise may compromise development of a comprehensive, unbiased Assessment for the LIEE Program.  The Companies strongly urge that the Commission consider properly assigning the LIEE costs of the Needs Assessment Study in Phase II and beyond.

1.
Define the Goals of the Needs Assessment

The Companies refer the Commission to the Phase I goals recommended by the Joint Utilities (see Attachment at page A-5).  First, Phase I should focus on conducting secondary research (research gleaned from existing records, reports, etc.) and producing a report that summarizes all available, pertinent primary (field surveys, census, etc., collected directly from subject populations) and secondary data and research.  Also, potential synergies should be identified, and recommendations made to limit the amount of primary research required in Phase II to the extent reasonable.

Ultimately, Phase I must clearly articulate the questions to be answered in Phase II, and propose the method(s) and data for doing this.  

The Companies recommend that the overall goal for Phase II be to standardize and define all future methodologies for determining:

· market potential (eligible population not participating in CARE or LIEE Programs), 

· achievable potential (eligible population that wants to participate in CARE or LIEE Programs), and 

· market penetration (current or historical population served by the CARE or LIEE Programs divided by achievable potentials for the respective programs).

The primary if not exclusive focus of Phase II should be to develop current quantitative estimates of “low-income need” for the CARE and LIEE Programs:  to whit, what “needs” have been met and which “needs” have not.  All Parties want to know how many CARE-eligible customers and LIEE-eligible dwelling units there are, to a reasonable degree of statistical accuracy, using currently-adopted definitions of “eligible” for the CARE and LIEE programs.  

The Needs Assessment must necessarily address the differences in estimating CARE-eligible versus LIEE-eligible populations.  CARE eligibility is driven by total household income whereas LIEE eligibility is also predicated on the structural feasibility of the housing for LIEE measures.

Likewise, Phase II should recommend an achievable potential for the CARE Program and the LIEE Program.  The achievable potentials for each program is not 100%, and probably not the same.

Phase II should produce uniform methodologies for defining the eligible population for the two programs.  The Companies expect that such a comprehensive assessment will involve the development and/or selection of models, algorithms, or forecasting methods that will permit the utilities and/or other Parties to revise the estimates of CARE and LIEE-eligible populations in the future.   These must be robust, to accommodate changes in program eligibility or design as the Commission may make from time to time.

For example, Phase II should evaluate commercially available databases (e.g., Experian, Claritas, ABI, D&B, Axiom, etc.) to determine whether or not they should be used to estimate future CARE or LIEE-eligible populations.  Phase II should evaluate the need for, and cost of, any “updates”, and develop recommendations that address the statistical and programmatic trade-offs and costs.

Phase II should provide results that permit the comparison of program deliverables (i.e., customer or dwelling units) to the estimated eligible population for each program.  Again, this will differ for CARE and LIEE.  The former requires an assessment of demographic characteristics (such as ethnicity, life-cycle, etc.) while the latter must further consider program saturation levels under current program designs.

The Companies believe the Phase II results described above are needed to effectively re-design the programs to address the unmet low income needs.  The Companies also recommend that the major Phase II findings include:

· Identifying and quantifying demographic barriers (e.g., language, literacy, isolation, etc.) to participating in the two programs;

· Identifying and quantifying the structural feasibility barriers to participating in the LIEE Program.

Finally, Phase II should 1) estimate the total and incremental costs to reach the eligible, unserved populations, 2) . analyze the costs and assess the various outreach methodologies, 3) recommend reasonable program costs guidelines (overall and per capita).  The Commission and other Parties need these cost data to assure that the costs appropriately reflect the overall benefit that will be derived from the CARE and LIEE programs.

2.
Define the Scope of the Needs Assessment

The Companies are concerned that some Parties may wish to expand the scope of Phases I and II of the Needs Assessment beyond that described above.  For example, some Parties that participated in the LIWG wanted to consider how CARE and LIEE lessened energy burden (i.e., the percentage of annual household income spent on energy).  Not all Parties agreed that “energy burden” was a useful metric; no consensus on its inclusion in a Needs Assessment was achieved.  The Companies strongly recommend that Phases I and II focus on estimating the energy-related needs of low-income customers, and not on other social hardships.

Similarly, estimating “low-income needs” using other programs’ definitions or looking at trends in other programs’ funding levels does not provide any insight into the existing “need” for the utilities’ CARE and LIEE Programs nor address how well they are currently operating.  Adding such tertiary objectives to Phases I and II may detract from getting results quickly and cost-effectively.  

Therefore, The Companies recommend that any research proposals that are disputed, difficult to quantify, or provide limited insight into current CARE and LIEE goals or operations be evaluated in a future phase (e.g., Phase III or beyond) of the Needs Assessment.  The Companies are not opposed to secondary research on some of these topics (e.g., gathering and comparing existing data).  However, primary research should not be included as part of Phases I or II of the Needs Assessment Study.  

The Companies recommend that the following topics be addressed in Phase III or subsequent phases of study:

· Subjective definitions of need (e.g., qualitative measures like comfort); 

· Defining “need” based on definitions used by other programs;

· Evaluating the interaction of regulated ratepayer-funded and municipal ratepayer-funded programs;

· Evaluating the interaction of regulated ratepayer-funded and taxpayer-supported programs;

· Understanding how CARE and LIEE affect energy burden;

· Understanding how CARE and LIEE affect energy conservation and use; 

· Determining how CARE and LIEE contribute to community benefits; 
· Leveraging of CARE and LIEE programs with other programs; 

· Evaluating how CARE and LIEE utilize community-based providers; 

· Developing standardized metrics of program success for qualitative measures like improved quality of life;

· Evaluating the size of bill versus ability to pay versus quality of life;

· Surveying low-income customers on their preferred method(s) of addressing their energy hardships; 

· Assessing how customer turnover rates (e.g., moving, changing household composition) affect  the CARE and LIEE Programs; and,

· Measuring the longevity of weatherization and/or behavioral modification (i.e., energy education).

Including any of these in Phases I or II may compromise the quality of the findings and/or vastly increase costs and unduly delay ultimate delivery of the final results.

3.
Discuss Process Issues

The Companies recommend that Phase I focus on assessing the current level of knowledge about California’s low-income population, as served by these programs.  The Companies reiterate the need for secondary research in Phase I (i.e., identifying and assembling of existing, relevant and appropriate data), and focusing on the evaluation of potential statewide databases with low-income predictive components.  

The goal of Phase I is determining what information is currently available on:

· Efficient program design;

· Consumer outreach and associated costs;

· Low-income consumer energy-related needs, wants, and concerns;

· Low-income geo-demographic profiles;

· Other agencies’
or programs’ low-income databases;

· Standardized means and metrics for measuring market potential and penetration;

· Program effectiveness (energy and dollars saved); and

· Program risks.


The Companies further recommend that Phase I specify the scope and objectives of the Phase II research to make it as effective and efficient as possible.  This will include achieving consensus on (or at minimum, defining) key terms and requirements for standardizing computational methodologies or approaches.


A.
CARE Program

The Companies believe that the best source of demographic data will be the 2000 Decennial Census long-form data.  The Companies believe the actual enumeration as adjusted by the sampling for ethnic under-counts will be the most reliable, comprehensive source of information on California’s population.  However, The Companies understand that these data are not available for public release until 2004.  

Nevertheless, The Companies recommend that Phase I include an exploration of whether or not a state agency (e.g., the Department of Finance) versus a private company could obtain some or all of the Census long-form data before 2004.  Some options to explore include:

· Contracting with the U.S. Census Bureau to conduct Phase II;

· Contracting with the U.S. Census Bureau to release selected long-form data (solely for purposes of this study) before 2004 for use by a state agency or third Party;

· Contracting with the U.S. Census Bureau to use the annual Current Population Survey to get the needed data; and,

· Contracting with the Department of Finance to conduct Phase II. 

The Companies also recommend that Phase I determine how Census data be adjusted to reflect the differences in “households” as defined by the Census and “households” for purposes of the CARE and LIEE Programs.  This would include assessments of the following:

· Determining the “participation” threshold (i.e., the size of energy benefit that encourages customers to participate in the programs/apply for benefits); 

· Determining the number of households that cannot qualify for CARE as they are served on CARE-ineligible rate schedules (e.g., master meters that are not submetered);

· Determining the number of households that use energy sources other than gas and/or electricity (e.g., propane, wood); and,

· Determining the number of households that receive electric and/or gas service from a municipal or community-owned utilities.


B.
LIEE Program

The Companies recommend that Phase I of the Needs Assessment evaluate the potential for using the Residential Appliance Saturation Surveys (RASS) for Phase II analysis.  The Companies recommend that Phase II be limited to augmenting existing data using available information on measures installed, measure life cycles, etc.  The Companies recommend that any RASS to be conducted in 2001 or 2002 be expanded to collect additional data for assessing the LIEE need. 

The Companies believe that any on-site surveys (e.g., crawling in the attic to assess the existing insulation amount) should await the results of Phase II.  First, use of the RASS data and/or future RASS instruments may reduce the overall costs for Phase II while providing valid, robust results.  Second, the issues associated with on-site surveys (e.g., cost, statistical sampling sizes, delay in obtaining results, potential liability, etc.) may not be amenable to quick resolution.  

The Companies recommend that all Parties have a clear understanding of the statistical standards for Phase III results, as this will drive the Phase III costs and the quality of results.  Therefore, prudence dictates proceeding with the known and doable, which is a more compact Phase II. 

Phase II must estimate three components of LIEE market potential:

· Technical Potential - the total number of LIEE-eligible households living in dwelling units that satisfy the program's technical criteria (household income + structural criteria);

· Market Potential - the total number of technically-qualified households in need of the required program measures (i.e., excluding dwellings in good condition); and,

· Achievable Potential - the total number of technically-qualified households needing one or more of the program's measures and where the customer is willing to participate in LIEE (excluding customers that refuse to participate or provide required access).

4.
Discussion of Resource Material in Addition to the LIWG, the LIGB Proposal, and the Joint Utilities Proposal


A.
CARE Program

The Companies strongly recommend that as part of the Phase I assessment of existing data and resources, that comments and recommendations be sought from knowledgeable governmental, private, and academic institutions with expertise in this area.  Some entities that come to mind include:

· Government:  Census Bureau, DOF, regional planning agencies (e.g., Association of Bay Area Councils of Government, Southern California Association of Governments);

· Private:  The RAND Corporation, The Center for the Continuing Study of the California Economy; and, 

· Academic:  University of California at Los Angeles, Stanford University. 

The Companies do not endorse any particular entity, but rather, recommend that “the net be cast broadly” so that the Phase I results represent what is known from the best and the brightest.  While this list is incomplete, The Companies believe that it provides a starting point.  The Companies recommend that input from other Parties be sought to augment this list.

The Companies believe that these kinds of entities can provide the best primary and secondary sources of demographic data and modeling currently available.  In addition, some of these entities may wish to be considered for conducting the Phase II work.


B.
LIEE Program

Likewise, The Companies strongly recommend that part of the Phase I assessment include solicitation of comments and recommendations from knowledgeable governmental, private, and academic institutions.  Some entities that come to mind include:

· Government:  CEC, CSD, Oak Ridge National Laboratory, Berkeley National Laboratory; 

· Private:  The RAND Corporation, Hagler-Bailly.

As before, The Companies do not endorse any particular entity.  The Companies also recommend that input from other Parties be sought to expand the list.

The Companies welcome the opportunity to offer these Pre-Workshop Comments.

Sincerely,

J. Steve Rahon

Regulatory Case Manager

Enclosure (Attachment A)

cc:
M. Moore, Sempra Energy

D. Jones-Moore, SoCalGas


Y. Vazquez, SDG&E

A. Keegan, SoCalGas

B. Cronin, SoCalGas
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