BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of Pacific Gas and  

)

Electric Company for Approval of

)

Application 99-07-012

Year 2000 Low Income Programs

)

                                  (U 39 M)

)


Application of Southern California 
)

Edison Company for Approval of

) 

Year 2000 Low Income Energy

) 

Application 99-07-011

Efficiency Program Plans


)

                                   (U 338-E)

)


Application of Southern California 
)

Gas Company for Authority to 

) 

Continue Low Income Assistance

) 

Application 99-07-002

Programs and Funding Through 2000
)

                                   (U 904-G)

)


Application of San Diego Gas & 
)


Electric Company for Authority to 

) 

Continue Low Income Assistance

)

Application 99-07-004

Programs and Funding Through 2000
)

                                   (U 902-E)

)


LIGB Report On

Utility Testimony and Proposed Requests For Proposals on

The Competitive Bidding of Low-Income Assistance Programs

The Low Income Governing Board (LIGB or Board) respectfully submits its comments on and recommendations concerning the testimony and proposed Requests for Proposals (RFPs) submitted on September 17, 1999 by Pacific Gas and Electric Company (PG&E), San Diego Gas & Electric Company (SDG&E), Southern California Edison Company (Edison) and Southern California Gas Company (SoCal Gas), in Applications (A.) 99-07-012, 99-07-011, 99-07-002, and 99-07-004, respectively.
  These comments were served on the service list in A.97-07-002, et al.

It is clear from the utility testimony and RFPs that there is a lot of ground to be covered before standardization of the utility programs can be achieved.  The LIGB believes participants will be working towards that end over the next year and that substantial standardization changes will be recommended for program year (PY) 2001.  The LIGB notes that it may not be efficient to bid these programs out every year. Changes can be made to contracts, if provisions are made up front for those changes with costs for the changes to be negotiated. If the Commission intends for the PY 2000 programs to be continued through 2001, the LIGB requests that the Commission require the utilities to include in their contracts provisions for the contracts to remain in effect even with substantive revisions.  The LIGB recommends that any standardization that can be achieved now, without compromising bidding these programs out for PY 2000 should be implemented.

Procedural History

On July 29, 1999, the LIGB submitted its comments on the applications of PG&E, SDG&E, Edison, and SoCal Gas, in A. 99-07-012, 99-07-011, 99-07-002, and 99-07-004, respectively.  A copy of LIGB’s July 29th comments is attached.  The following LIGB comments are in addition to and in conjunction with the LIGB comments submitted on July 29, 1999.  

The following comments reflect positions adopted by the Board at its meeting on October 12 and 13, 1999.  Prior to that, the LIGB discussed general points, on the testimony and RFPs submitted by the utilities, at its meeting on September 29, 1999. The LIGB provided an opportunity during its meeting on September 29, 1999 for public comments during its discussion of the utility testimony and RFPs.  In addition, the LIGB provided an opportunity during its meeting on October 12 and 13, 1999 for public comments on the draft of these comments. Only nonsubstantial edits were made to these comments after the meeting on October 12 and 13, 1999, to reflect positions voted on by the Board on October 12th and 13th and to finalize the comments for filing.

The LIGB originally intended to review Intervenor testimony before finalizing this report at the LIGB meeting on October 12th and 13th.  On October 6, 1999, the assigned Administrative Law Judge granted an extension to October 12, 1999 for the filing of Intervenor testimony in this proceeding. Consequently, the LIGB was unable to review and respond to the Intervenor testimony in this report. 

The Assigned Commissioner’s Scoping Memo and Ruling for Low-Income PY2000 Program Applications, dated September 3, 1999, indicated that the focus of this proceeding is: 1) issues regarding what elements of the Program Year (PY) 2000 should (or should not) be put out to bid; 2) whether certain market entities should be given preference; and 3) other bid design issues. On page 4 of this ruling, the assigned Commissioner indicated that the LIGB may include, in its report, policy recommendations concerning the program.  The LIGB restricted its comments to these four issues. The LIGB’s recommendations in this report are limited to analysis of the testimony and RFPs filed in this proceeding, except where utilities clarified certain issues at the LIGB meetings.  These clarifications are indicated in this report where and when they occurred.

Training and Impacts on Bidding Criteria

The LIGB requests that the Commission approve the retention of PG&E’s and SoCal Gas’ training facilities and that the Commission strengthen the use of current utility training facilities by encouraging the use of PG&E’s and SoCal Gas’ facilities by the other utilities. 

To ensure that the bidding pool is not unnecessarily limited, the LIGB respectfully recommends that the Commission require the utilities to conduct training for the winning contractors or contract out for such training.   

Only PG&E and SoCal Gas currently have training facilities. Ratepayers and the utilities have made extensive investments in these facilities. The LIGB believes these training centers provide a valuable service and that it would be quite costly to duplicate such training by other means.  

It appears that Edison and SDG&E require contractors to conduct their own training.  An alternative would be to have SoCal Gas and/or PG&E’s training facilities provide training to Edison and SDG&E contractors.  This would require budget increases for the current training facilities to prepare for and to conduct the additional training.  The LIGB understands there is a relationship between SDG&E’s bidding requirements, discussed below, that have the potential to limit the bidding pool to current providers and the fact that SDG&E does not provide training directly to its contractors. 

Leveraging

The LIGB recommends that the Commission encourage the use of leveraging in the utilities’ low-income assistance programs.

The use of leveraging, the coordination of other low-income non-utility assistance programs with the utilities’ programs, can lead to several efficiencies.
  PG&E’s, SDG&E’s, and Edison’s low-income weatherization programs have caps on the dollar amount of home repairs that can be completed in individual homes during the weatherization process.  There is not a cap for these repairs in SoCal Gas’ program.  These repairs can decrease overall energy costs and improve the comfort level of eligible low-income homes. Leveraging can increase the amount of home repairs and overall assistance that is achieved in any given home. Homes that receive assistance through several different programs, that are not coordinated at the time of installation, can lead to cost inefficiencies and inconvenience to the customer.  Leveraging ensures that the greatest amount of assistance can be provided to an individual home at the lowest cost. 

Limitations on the Bidding Pool  

The LIGB respectfully requests that the Commission require that all of the utilities require winning bidders to make full use of leveraging, similar in manner to that proposed in PG&E’s RFP.  The LIGB recommends that the Commission make this requirement instead of permitting the use of alternative bidding requirements that can lead to the exclusion of bidders who are highly qualified in other respects but may not have local experience. 

Some of the utility bidding requirements may limit the bidding pool to current program providers or unduly restrict the bidding pool.  For example, SDG&E requires bidders to list local laws applicable, detail on how many homes were served by similar state programs in the past, and the overall percentage of the market that is available to be served today.  Edison requests Bidders to provide references from previous customers in the area covered by its proposal.  Limiting the bidding pool to such entities may ensure quality control but may have the unintentional impact of excluding highly qualified entities, who could bring innovative ideas and/or reductions in unit costs, which could increase the quality and/or the quantity of homes being weatherized.  PG&E’s RFP, however, appears to encourage a broad base of eligible bidders, while ensuring that such bidders are highly qualified. 

PG&E, as indicated below in the section entitled “Goals for the Participation of Community-Based Organizations,” requires winning bidders to utilize and work in conjunction with CBO’s, and thereby, is helping to ensure that leveraging will be occurring. Instead of some of the limitations and requirements placed on potential bidders by some of the utilities, requirements for leveraging could be used in their stead.

Goals for the Participation of Community-Based Organizations 
The LIGB recommends the Commission require the establishment of minimum goals for CBO participation, along with an annual utility report, to the Board and the Commission, detailing CBO participation and any leveraging that is achieved in the utility programs.
Assembly Bill (AB) 1393 was approved by Governor Davis on October 6, 1999. AB 1393 encourages but does not require the use of local entities or Community-Based Organizations (CBOs).  As stated in AB 1393:

In administering the programs described in Section 2790, the electric and gas corporations, to the extent practical, shall do all of the following: (1) Continue to leverage funds collected to fund the program described in subdivision (a) with funds available from state and federal sources. (2) Work with state and local agencies, community-based organizations, and other entities to ensure efficient and effective delivery of programs [emphasis added].

PG&E requires winning bidders to utilize and work in conjunction with CBOs.  In fact, PG&E includes a goal, in its RFP, for CBO participation of at least 30%. The LIGB supports the encouragement of local entities, including CBOs, in the implementation of the utility low-income assistance programs.

There are worthwhile reasons for encouraging the participation of CBOs in the utility low-income assistance programs.  For example, as indicated above, leveraging helps to ensure that the greatest amount of assistance can be provided to an individual home at the lowest cost.  CBOs are in a position the coordinate the use of funding from other programs and thereby increase leveraging.  While the establishment of specific quotas for CBO participation may be counter productive, the establishment of minimum goals for CBO participation in the implementation of utility low-income assistance programs may help to ensure that leveraging can be achieved. 

The LIGB believes that monitoring the utility programs will allow the Commission to assess the utilities’ effectiveness of meeting the goals of AB 1393 and any increases in the use of leveraging.   A reporting process should be established which indicates the amount of CBO participation and leveraging that is achieved each year.

Utility Oversight of Programs

The LIGB suggests that the Commission require an assessment and verification of the various utility methodologies for program oversight to provide validation of the best methodology for the future.  In any event, the LIGB recommends that the utilities be required to perform 100% of the pre and post carbon monoxide inspections. 

A fundamental difference between the utilities’ proposals is how administration and utility control and oversight over the programs is achieved. SoCal Gas and Edison would retain overall administration of the programs while bidding out inspection services (with the exception of SoCal Gas’ gas furnace inspections).  PG&E and SDG&E would outsource many of the administrative functions but retain pre and post weatherization inspections.   Both methodologies appear to accomplish the same goal.  That is, to allow the utilities to ensure that ratepayer funds are spent wisely and that quality, safety, and customer satisfaction are maintained.  

Regardless of how other administrative aspects of these programs is performed, the LIGB, along with several of the utilities, believes it is imperative both for safety reasons and to maximize the efficiency of these programs, that the utilities do not bid-out pre and post weatherization inspections.  The LIGB believes  that independent contractors may have incentives for incorrectly conducting pre and post inspections.  The LIGB agrees with PG&E and SDG&E that bidding these inspection services could cause safety and quality problems and could result in inflated project failure rates, resulting in an increase in overall costs. 

It is unclear, due to the manner in which administrative costs are presented and accounted for, if there are particular economic benefits of one methodology over the other.  The LIGB is aware that the Commission, in Rulemaking 98-07-037, is considering the standardization of administrative costs for the low-income assistance programs.  It appears there needs to be some long-term accountability of these differing administrative methodologies to determine the correct methodology in the future. 

Provision of Customer Lists, Referrals, and Geographic and Dwelling Type Goals

The LIGB respectfully requests that utility practices with respect to the provision of customer lists and referrals, and geographic and dwelling-type goals be standardized to the extend possible without compromising the bidding-out of these programs for PY2000.

The LIGB recommends that the Commission clarify that the provision of utility customer lists to the low-income assistance contractors, under confidentiality agreements with penalties for noncompliance, are not in violation of the Public Utilities Code.  

The LIGB respectfully requests that the Commission require all of the utilities to provide customer lists to their low-income assistance program contractors for use in locating potentially program-eligible customers, and that the Commission require that no more than 50% of the homes weatherized by the contractors originate from any list of CARE customers provided by the utilities.

The LIGB respectfully recommends that the Commission require the criteria used to establish PG&E’s dwelling goals be used by the other utilities to establish dwelling-type goals in their service areas, that is based on the housing stock in the specific utility’s service areas.

Some of the utilities provide customer lists on a regular basis to the contractors.  Some provide referrals.  Some of the utilities have goals for low-income assistance in designated areas.  PG&E provides bonuses for providing assistance in all counties.  Some of the utilities have goals for dwelling types. In general, the LIGB believes these practices and methodologies should be standardized.

At LIGB’s September 29, 1999 meeting, a representative from SoCal Gas indicated that SoCal Gas does not provide potentially-eligible customer lists to its contractors because it believes such a practice would violate the Public Utilities (PU) Code.  At LIGB’s October 13th meeting, a representative from SDG&E indicated that SDG&E also does not provide potentially-eligible customer lists to its contractors.  The LIGB is unaware of any such code provision.  A representative from PG&E, also at the September 29th meeting, indicated that PG&E is not in violation of PU Code when it provides the customer lists to its contractors, containing customer names, addresses and phone numbers.  PG&E indicated that it requires its contractors to sign confidentiality agreements regarding the protection of the information contained in these lists and that it enforces these agreements. PG&E pointed out that its contractors are subject to penalties, should such contractors violate the agreements.  

The use of utility-provided customer lists, specifically the provision of California Alternate Rates for Energy (CARE) customer lists, could reduce the administrative costs of finding eligible customers.  The use of such lists by the contractors would allow more homes to be weatherized under current funding levels. However, by the same token, exclusive or heavy reliance on these lists could reduce a source of outreach for the CARE program. Customers that are weatherized as part of these programs, who are not participants in the CARE program, are referred to enrollment in the CARE program.  To minimize costs and yet utilize the provision of the low-income assistance services for CARE outreach, it makes sense to allow the use of these lists but limit the number of homes weatherized from CARE program customer lists.

At the September 29, 1999 LIGB meeting, a representative from PG&E described PG&E’s goals for dwelling types and how PG&E determined the percentages for its dwelling-type goal program.  Basically, PG&E inventoried the housing stock in its service area (single family, multi-unit and mobile homes were counted) and used the resulting distribution ratio for its assistance program goals.  Such a methodology appears to be a fair and equitable means for allocating funds among specific dwelling types.  

Combustion Appliance Safety (CAS) Testing

The LIGB respectfully recommends that the Commission standardize this process among the utilities, requiring each of the utilities to conduct pre and post weatherization carbon monoxide testing (CAS testing) as part of its regular service and not charge these tests to public purpose funds.

It is the LIGB’s understanding that both PG&E and SoCal Gas perform carbon monoxide testing, as part of their regular utility service, both before and immediately after the weatherization process.  The LIGB believes that this process ensures that the weatherization process will not expose the occupants to hazardous levels of carbon monoxide caused by improperly operating appliances at the time of the weatherization. It appears that SDG&E’s contractor performs this service, instead of SDG&E itself and that this service is funded by public purpose funds.  For safety reasons and concern that public purpose funds not be used to fund a process that should be funded under other rate elements, the LIGB believes it is appropriate to require SDG&E to conduct the CAS testing itself.  

Stand-Alone Attic Venting Pilot

The LIGB respectfully recommends the Commission clarify that this pilot should continue until such time as the Commission reevaluates the programs and implements further changes.  

The stand-alone attic-venting pilot, ordered in Resolution E-3586, was not implemented until June 1, 1999. This pilot should continue for at least a year to evaluate the effect of this measure across different seasons. 

Pay-for Performance Mechanisms

The LIGB respectfully requests that the Commission reject any pay-for-performance mechanism that bases installation of measures based on kwh’s saved.

It appears that pay-for-performance programs, as recommended by some of the parties, would be contrary to previous recommendations of the LIGB.  For example, it appears that these pay-for-performance mechanisms could result in the less-profitable measures not being installed and less homes weatherized overall for the same program dollars.  The LIGB is opposed to any mechanism that bases installation of measures based on kwh’s saved.

Edison Heating Unit Repair/Replacement Policy

The LIGB recommends that the Commission defer a determination on whether or not Edison’s heating unit repair/replacement policy should be standardized with the other utilities’ furnace repair/replacement policies.

At LIGB’s October 13th meeting, a representative from Edison indicated that Edison would contract out, on a case-by-case basis, for heating unit replacements for its PY 2000 low-income assistance program. Edison indicated that there are a wide variety of electric heating units and few homes in its service territory that are heated electrically.  Edison intends that referrals for its heating unit replacement program will come from its other low-income programs.  

Until the needs assessment study is conducted, the number of eligible low-income electrically heated units in Edison’s territory that need repair or replacement will remain unclear. It appears that it would be difficult to assess the cost-effectiveness and the feasibility of bidding-out this segment of Edison’s program until the extent of the need can be defined.  A goal of the Commission and the LIGB is to standardize the low-income programs to the fullest extent feasible.  However, the LIGB recognizes that standardization of the treatment of Edison’s heating unit repair/replacement methodology with that of the other utilities’ furnace repair and replacement policy should be deferred until after the needs assessment study.

The Provision of Low Income Direct Assistance Programs for Utility Customers With a Non-Utility Served Heat Source

The LIGB respectfully requests that the Commission order all of the electric utilities install all feasible measures that are not weatherization measures in eligible low-income homes whose heat source is not served by the utility.  Some, but not all examples, include refrigerator replacement and the installation of compact fluorescent bulbs.

The LIGB is aware that some otherwise eligible low-income customers may not have their heat source served by the four utilities.  For example, some homes may be heated by propane, wood stoves or other means.  The utilities have components of their low-income assistance programs that are not weatherization oriented but still serve to reduce energy consumption.  The low-income programs are mandated to be provided by a fair and nondiscriminatory process. Customers, that would be otherwise eligible for the utility low-income assistance programs, should be provided with all feasible non-weatherization measures. 
Customer Complaint Process

The LIGB respectfully requests that the Commission order that all the utilities implement a utility toll free number with multi-language capabilities for use by customers with complaints about the low-income assistance processes regardless of other complaint mechanisms the utilities and their contractors may be going to have in place.  

The LIGB respectfully requests that the Commission require the utilities  to track customer complaints and survey customers to determine the satisfaction rate with the program.

Proposed complaint processes across the utilities vary.  At the September 29th LIGB meeting, most of the utilities explained that they believe their complaint processes to be quite successful.  The LIGB is not concerned with the complaint procedures as a whole, but the LIGB would like to see that customers have a toll free utility number at hand at the beginning of the low-income assistance process, in case it is necessary to contact the utility.  It is unclear if all of the utilities require the contractors to automatically give prospective low-income customers a utility toll-free number to call with complaints.  Multi-language capabilities for this toll-free line will help to ensure customer concerns are heard and that customer needs are met.  To ensure that the contractors are complying with utility requirements, the utilities should track customer complaints and survey customers to determine satisfaction with the contractors.

Income Verification

The LIGB recommends that the Commission move the utilities towards standardization with respect to the income verification process for all segments of their programs.  In general, the LIGB recommends up front verification of income for low-income assistance programs except in pre-designated low-income areas.  

It appears that up-front income verification is not required for all customers receiving low-income assistance services.  For example, it is LIGB’s understanding that Edison does not require up-front verification for its evaporative cooler installation program. An Edison representative at the September 29th LIGB meeting indicated that Edison has found, with after the fact verification efforts for its evaporative cooler program, that only approximately 3% of the homes were weatherized in error.  Edison asserts that such a small margin of error does not justify the expenditure of roughly $100, per home serviced, to conduct up-front income verification. 

Women, Minority and Disabled Veteran Preferences

The LIGB requests that the Commission clarify that Women, Minority and Disabled Veteran Business Enterprises obtain re-certification on a regular basis.

All four of the utilities’ proposals contain goals to award a certain amount of the procurement to Women, Minority and Disabled Veteran Business Enterprises (WMDVBE).  The LIGB supports these goals and the preferences given to these bidders. The LIGB understands that these entities are re-certified every three years.  The LIGB is concerned that these firms obtain re-certification on a regular basis to ensure that this program is not being abused.  

Marketing of Other Utility Residential Programs and Services
The LIGB requests the Commission clarify that any utility marketing of competitive services is inappropriate.

PG&E is requesting its contractors market other PG&E residential programs and services. Any energy efficiency rebate programs currently in effect at the time of assistance may ultimately benefit the low-income assistance program customer. The LIGB encourages utilities to market any applicable energy efficiency rebate programs currently in effect at the time of assistance, in appropriate multiple languages. However, any utility marketing of competitive services would be inappropriate. 

Bifurcation of PG&E’s RFP Process

The LIGB endorses the bifurcation and the fast tracking of PG&E’s RFP process.

The Standardization of CARE Applications

 The LIGB recommends that the Commission direct the utilities to continue to standardize the utilities’ CARE application forms in the year 2000, when the income guidelines are updated.

The utilities recently submitted advice letters on revised CARE applications.
  In preparation for these filings, the utilities appear to have made some progress in standardizing their CARE application forms.  However, the proposed application forms continue to appear quite different from one another.  The LIGB believes these forms should be standardized further to reduce customer confusion and ensure the programs are being administered in a fair and equitable manner between the utilities.  The utilities will have revised their application forms twice this year already, so it appears appropriate to delay any further changes until the utilities will be required to update their forms next year to reflect new income guidelines that are adopted in May of each year.

Conclusion 

The LIGB urges the Commission to consider the above comments and recommendations in reaching its final decision on these applications.
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October 15, 1999

� PG&E submitted its RFP on August 30, 1999.


�  There are several federal and state programs that are designed to assist low-income people with high heating and cooling bills. One example is the Low Income Home Energy Assistance Program (LIHEAP). �
�






�  SDG&E Advice Letters 1190-E and 1165-G; SoCal Gas Advice Letter 2845-G; PG&E Advice Letters 2183-G and 1918-E; and Edison Advice Letter.  As of October 15, 1999, Edison has not filed an advice letter, as required by Decision 99-07-016, to revise its CARE form.  





1

