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Low Income Governing Board—May 11, 1999

Location:  PG&E Energy Center, 851 Howard St., San Francisco, CA 94103
Board Members Present: Henry Knawls, Roberto Haro, Maggie Cuadros, Stephen Rutledge, Susan Brown, Karen Lindh, Katherine McKenney

Consultant Staff Present: Geoff Crandall eq \O(/, )MSB Energy Associates, Jerry Mendl eq \O(/, )MSB Energy Associates, Michael Karp eq \O(/, )Michael Karp & Associates, Tess Kouyate eq \O(/, )CH2M HILL, Robin Rifkin eq \O(/, )CH2M HILL, Clarice Ericsson eq \O(/, )CH2M HILL.

Public Present: Bob Burt eq \O(/, )ICA, Barbara Dilts eq \O(/, )PG&E, George Sanchéz eq \O(/, )RHA, Inc., Jeff Beresini eq \O(/, )PG&E, Dennis Guido eq \O(/, )PG&E, Steven Courteau eq \O(/, )PG&E, Joy Yamagata eq \O(/, )Sempra Energy, Roberto Del Real eq \O(/, )SoCalGas, Pete Zanzot eq \O(/, )SCE, John Nall eq \O(/, )SCE, Anne Keegan eq \O(/, )SoCalGas, Donna Jones-Moore eq \O(/, )SoCalGas, Susan La Flam eq \O(/, )SDG&E, Sue Conk-McKyt eq \O(/, )CNE & Associates, Rich Esteves eq \O(/, )SESCO, Wallis Winegar eq \O(/, )Winegard Energy, Irina Krispinovich eq \O(/, )RHA, Inc., Diane Calden eq \O(/, ), Louise A. Perez eq \O(/, )CRP, William F. Parker eq \O(/, )CAA of San Mateo, Lauren Casentini eq \O(/, )PG&E, Lou Estrella eq \O(/, )SoCalGas.

Chair Henry Knawls called the meeting to order at 10:15 AM. A quorum of the Board was present.

Handouts

· LIGB Pilots Fact Sheet

· Draft Resolution E‑3601

· LIGB Coordinated Information and Outreach Activities

· Utilities Standardized Reporting Guideline Proposal (Southern California Edison)

· Interim Changes Regarding the LIGB, dated May 5, 1999 (from Henry Knawls to Commissioner Neeper)

· Presentation Topics Letter, dated May 5, 1999 (from MSB to Utilities Representatives)

· Draft Resolution G-3601 (CPUC)

· Comments of the Insulation Contractors Association on Resolution E‑3601

· LIGB Oversight of Program Year Changes in CARE and LIEE

· Working Response of the LIGB to Draft Resolution E‑3601 (Version 2, May 11, 1999)

· Critical Path Schedule for Low Income Governing Board—1999

· Alternative Structures for the Future Administrative Structure of Low Income Energy Programs

· Approved Minutes of March 16, 1999

· Approved Minutes of March 17, 1999

· Draft Minutes of April 6, 1999

· Draft Minutes of April 7, 1999

Public Comment

None.

Agenda

Henry Knawls noted the agenda items to be deferred until tomorrow’s meeting: 1) approval of the minutes, 2) deliberation and adoption of Phase 2 strategies and comments, 3) pending legislation, 4) recommendations on per diem issues and changes, 5) updates from the three PUC divisions, 6) Energy Division Workshop, 7) Board member terms, and 8) archiving of LIGB files. 

LIGB Administrative Support

Knawls stated that they needed to get an update from the Energy Division on the Board’s support staffing beyond June 30 and noted that he and Haro have not heard from them in the two weeks. He expected the PUC to provide them with an update regarding the latest additions to the draft RFP, attempting to get authorization for contracting help beyond June 30, and at the same time, authorization for additional staff. Haro noted that he sent an email to Wagoner and had not yet received a reply.

Motion (Haro): Move that the Board authorize the subcommittee working with the Energy Division (Henry Knawls and Roberto Haro) on the contracting authority and staffing of the Board beyond June 30, to formulate a communication to the Assigned Commissioner asking for clarification regarding staffing for the Board. Seconded. Vote 5-0-0. Motion carried.
Brown asked whether the communication to Commissioner Neeper also went to the Energy Division as part of the post-workshop comments discussed at the April 28th meeting. Kouyate said that it went out on May 7th. Brown stated that she had not received a copy of the cover letter that was supposed to go to the Energy Division and asserted that if it hadn’t been sent out that they could send it as part of—or along with—the reply comments, which are due on May 12th. 

Haro suggested attaching a cover letter to the Board’s letter and sending it to the Energy Division. Brown asked whether the Board would be sending reply comments. Haro said that they should not reply to the Energy Division until they knew what the report was going to say. Brown noted that other parties had already filed comments on the workshop. Haro said that the chair could address a letter to the head of the Energy Division indicating that they submitted a report on the bylaws and that the Board was waiting until the Energy Division Workshop report before commenting more fully. Brown felt that that might not be a totally adequate response. 

Kouyate was directed to prepare a cover letter to the Energy Division to the effect that the Board was responding to the need to address issues that were raised at the Energy Division Workshop and that they will comment more specifically once they receive the report from the Energy Division, but in the meantime they have responded to the request on the bylaws and that report was appended.

Draft Resolution E-3601

Crandall stated that a response to the proposed budget of the Board—as well as the advice letter filings by the utilities on the needs assessment and the outreach plan—will be due on May 13th. He provided a background of the events leading to this. 

Crandall noted the keys points in the draft order were:

· Would limit the role of the Board to reacting to the utilities filings, contradicting a number of requirements in previous Commission orders. 

· Criticized the lack of public input procedures, with a requirement to show improved processes in the informational filing.

· Suggests that the Board had merely been invited to respond to Phase 2 activities (so the Board must decide if it wants to take the initiative to go ahead with this, but there is a need to clarify this in the order).

· The proposed resolution would make the following revisions to the LIGB budget and operations:

· The budget needs to be corrected to show a closer correlation between the forecast and the actual budget.

· Responding to criticism by ORA that the Board’s consultants are operating outside their approved scope, agreed to deal with this during an audit, which will be conducted by the Energy Division.

· Noted that the Energy Division felt that the Board had failed to provide detailed backup on the budget. 

· Adjusted downward the Budget to reflect elimination of tasks in the proposed budget—that have been superceded by an Assigned Commissioner’s Ruling.. 

· Suggested that the administrative budget was too high, but Energy Division did not know by how much, because it claimed that the Board failed to file a detailed response.

· Noted that technical and administrative consultant contracts are due to end on June 30, and suggested made that the Board should reinstate its subcommittees and rely more heavily on the Advisory Committee.

· In spite of ORA objections to funding the Call Center, would approve the use of the Call Center.

· Would require the LIGB to collaborate more with the ULTS Marketing Board on outreach.

· Outreach

The draft resolution instructs the Board to move forward with its plan to improve outreach, with special emphasis on increasing enrollment in the hard to reach categories.

· Outreach should be performed in a reasonably priced manner.

· Needs Assessment

· The Board’s needs assessment proposal would be approved with the following conditions: Phase 1 funding was approved at $223,000 and Phase 2 funding was approved at $888,600.

· Would reject the Board’s proposal on governance, instead setting up an oversight committee made up of nine members: four from the utilities, two Board members, two public members and one from the CPUC.

· Would find that a conflict of interest existed for one contractor to do both phases, and would require that two different contractors perform Phase 1 and Phase 2.

· Outreach plan

· Would require that the outreach plan should be competitively bid out, with CBOs and other community organizations encouraged to submit proposals, with outreach plans in place by June 2000.

· Indicated a concern about the $25 estimate for applying CARE participants.

· Would approve funding level for year 2000 at $950,000; costs should be incremental.

· Bids should go to the LIGB and ORA before going to the utilities.

Crandall concluded that the proposed resolution decreased the LIGB’s budget from $1.3 million to $896,000. The decision recommended that with these changes the Board’s budget should be approved. 

Burt discussed the Insulations Contractor Association’s filed comments which pointed out where ORA comments flatly contradict what the Commission has already mandated. He thought that Commission staff had a duty to implement Commission policy not to write it. Burt noted that he had previously assured the Board that the Energy Division had a long record of being straight arrow, but he was shocked by what came out of the workshop and felt that the Board had to take this on and make sure that the Commissioners knew what is in the resolution before they vote on it.

Mendl discussed the kind of response that the Board could make. Brown said that the Board echo Burt’s comments, pointing out that that the Board could not get any business done if the Commission constantly revisited every decision and the LIGB had to keep rearguing the same points every month. Brown and Rutledge were appointed to act as a subcommittee to work on a Board response. Brown proposed filing comments with a cover letter noting what the Board’s reaction is, what it thinks the Commission should do, and addressing issues point by point.  Brown noted that the Commission’s format, limiting comments to five pages must be followed. Brown suggested the Board address the three major points: 1) budget, 2) legal error in terms of the Energy Division attempting to change Commission mandates including very recent decisions and 3) the role of the Board. She noted that there were lots of little technical and factual errors that needed to be corrected for the record and that the board should then re-propose all the findings of fact and conclusions of law that are implicated by anything that the Board says is wrong. 

Burt suggested that regarding the budget, the Board should ask for a 60-day extension of the status quo, allowing —the Board to submit a new budget, after the issuance of Resolution E-3601, and after analysis of how any changes in role or responsibility may affect the budget.

Cuadros thought that the Board should request a meeting with the Commission to discuss the issues face-to-face to verbalize their viewpoints. Discussion that the Board has been going over this time and again and that now the Commission’s orders have been reinterpreted. 

Further discussion was deferred until May 12 meeting, to allow MSB to revise its draft.

Call for Pilots (Michael Karp)

Michael Karp discussed the LIGB pilots fact sheet. The CPUC resolution of December 17, 1998 (E‑3583) stated that the LIGB in coordination with the utilities should evaluate and provide the Commission with a proposal for pilots for the year 2000. A call for papers was put out and two papers were received. Karp put a fact sheet together with the highlights and the budget needed and also did a review of some tasks suggested and pilot ideas that might be viable, but have not been developed. A draft schedule was also developed.

Guido stated that if the Board was planning to do any pilots for the year 2000, they would have to let the utilities know because the utilities needed to file budgets for low income programs by July 1st. He noted that the last ACR of March 26th moved everything from October 1st to July 1st.

The Board decided to have the call for papers reissued and have it included in the Board’s September 1 filing.

Board member Karen Lindh joined the meeting at 12:00 PM.

Legislative Update

Lindh reported that there were three bills that the Board should be aware of SB 1217 (Polanco) was scheduled to go before the Senate Energy Committee on May 11, which is a reintroduction of the measure that the governor vetoed last year, creating separate trust funds for telecommunication programs. She said that there had been language grafted onto the end of the bill that dealt with low income programs. It recommended the movement of CARE and LIEE administration to the Community Services Department and would lock the current service providers into performing the work under this new regime. 

Lindh proposed sending a letter to the CPUC with the Board’s recommendation that the Commission oppose specific provisions of the bill. She also thought that they should append one of the LIGB’s filings with its findings on the drawbacks and advantages of various administrative options. Lindh said that they should ask the PUC if it would allow the Board to interact with Senator Polanco directly to serve as a resource on low income programs. 

Lindh said that either sections beginning with 381.5 should be removed from the bill so that it is totally dealing with telecommunications or that they should ask the PUC whether the Board could participate in the discussions as the bill moves forward in the process. Knawls said that he would be in favor of the second option, which would include the LIGB in the discussions. Brown reiterated that the Board would not be supporting this bill. Lindh said that, as a minimum, she would want to provide the senator with a set of advantages and disadvantages that the Board had. 

Esteves said that it was important for the Board to express its concerns 1) that they were moving forward toward competitive bidding process that will select qualified people and 2) that there have been improvements that have come out of the Board and rulings in the treatment of the low income process that they would not want to see wiped out.

Lindh thought that there was a void of understanding that this Board has been working on these issues. She proposed that some of the things that the Board has done should be sent to the legislature to familiarize them with the LIGB’s processes and outcomes.

Esteves reported going to a workshop that the senator had sponsored last week. CSD had a paper and it was brought up that the paper had been written in conjunction with the LIGB and the senator’s staff seemed interested in the fact that this was something that the LIGB had looked into the possibility of CSD possibly administering the program. 

Lindh discussed the Rod Wright bill, AB-1002 (originally sponsored by Sempra) which is supposed to level the playing field between federally regulated and PUC-regulated pipelines to ensure that customers were not able to bypass the public purpose surcharge by going to another provider. Lindh suggested also informing Assemblyman Wright of the Board’s activities on low income programs, including outreach.

Lindh discussed three other bills, which are placeholders to continue the surcharge beyond the 2002 date. She said that the Board should continue to track these to make sure that they are not intersecting low income issues.

Motion (Lindh): Move that the Board should send a letter to the Commission advising that it has reviewed these bills, has some concerns and believes that it should provide the authors with some basic information so that they will understand the changes that have occurred in the low income program. The Board will also request authorization from the Commission to work with the PUC’s Office of Government Affairs as the bill moves forward in the process. Seconded. Vote: 6-0-0. Motion carried.
Lindh and Rutledge will constitute a subcommittee to work with OGA through the legislative process if they get the Commission consent. Lindh will draft a letter to go to the PUC and asked MSB to pull together the relevant documents to send to the legislature.

[Lunch break 12:35-1:15 PM]

Board member Katherine McKenney joined the meeting. Board member Susan Brown left the meeting.

Utility Presentations

Knawls said that there may be inclusions on the June 1 filing following the discussion by the utilities. He called for volunteers to form a subcommittee. Knawls and Cuadros will work with MSB. Mendl reported that MSB put together a set of questions to guide the issues that the Board wanted utilities to address: administrative costs, standardized reporting, program status, competitive bidding (including partnership agreement), and AEAP proposals.

Guido moderated the process for the utilities. He noted that the utilities received the list of questions on May 5 and that it took in excess of 200 man-hours to come up with responses.

Administrative Costs

Susan La Flame (SDG&E): Looking at administrative costs from the CARE perspective, there were two categories: the subsidy—which goes on the bill—and everything else is an administrative cost. The cost categories were outreach, verification certification, billing and general. For purposes of the May 15th filing, it was the utilities’ interpretation that both the Commission and the Board wanted the way in which costs are accounted for to be easily understood across utilities so that the programs can be compared. She noted that some cost categories are shared between CARE and LIEE. 

The utilities were proposing a new approach for CARE, to include 1) outreach, 2) processing activity (account maintenance), 3) general category (program management costs, conferences), and 4)  contract category (costs of issuing and managing a contract). La Flame said that there would be changes in the way utilities show costs. She reported that all CPUC costs were covered in the state regulatory fee.

Beresini said that PG&E didn’t track costs of the Call Center operations, but track the applications issued to customers. He said that the actual cost of the phone representatives time were now just considered the cost of doing business. 

Keegan reported that if the allocation categories were adopted they will be able to see the result of the category allocations in the report provided to the Board on May 1st, 2001.

Knawls asked how an administrative structure could operate if it is always at 100% of budget and that if the budget was cut, how could the administrative still be the same. Beresini said that it wasn’t related to participation levels falling or rising. If they overextend in a budget area, the overall comes out of the budget for customer service. If he overshoots what they intended to spend for the CARE project fund for 1998, it has to come out of some other source, either from another part of the customer service overall budget or from overhead in terms of rates. 

All reported that Edison is authorized to collect a certain amount for administration. Each year they create an internal budget of what they intend to spend and if the dollars are not used they go back to the ratepayers; if it goes over, then the stockholders pay. All said that the administration for outreach had gone down and the amount of subsidy they pay has gone up.

Steve Cortell (SCE/LIEE Program Manager): On the LIEE side there are six categories, three that match up with CARE costs: LIGB allocated operating expenses (which will be treated as administrative costs in the future), LIGB utility expense (costs directly associated with participation in LIGB activities), and low income regulatory charges (direct and indirect—low income activities). The differences between LIEE and CARE are in labor (direct and indirect burdened costs), non-labor (all costs neither contract nor labor), and contracts (costs for goods and services paid through contracts). New accounting will be set up to track these expenses and they will be tracked in a finer level of detail. The usage of the new administrative costs will be monitored and users will be trained to charge their time accordingly.

Standardized Reporting

John Nall (LIEE): Referred to Edison’s report of May 1, 1999. He noted that some terms weren’t sufficiently defined for them to collect data on and address in their report and were not included. He said that once the Board and the Commission had made a collective decision—for instance on what comfort or feasibility means and how you collect data on it—then they would begin to undertake a study on that. 

Lindh asked why these were being tracked using the same cost effectiveness test for the low income energy programs as the CBEE-related programs when it had been decided by the Board that it was not appropriate to use the same test for both. All explained that the reporting format has been universally accepted and that it made sense to piggy-back on to that, but he said that they tried to focus on some of the cost effectiveness tests from a political perspective. Lindh thought that it was useful  a to track cost-effectiveness over time, but to have it the same as the energy efficiency fails to capture the different natures of the two programs. McKenney reiterated the concern that it might undercut support for the program over the long term or infer that they might not be worthwhile. 

Discussion of footnoting the tables to clarify the categories by using adding narrative. Lindh asked for a footnote differentiating the low income programs from the CBEE’s programs. Mendl stated that the Board had proposed the modified participants test for determining the cost effectiveness of low income programs , and suggested that the utilities also include this test. Anne Keegan (CARE): She noted that on the CARE side the utilities took a different approach and went back to an approach used previously,  comparative report providing the information for all of the energy utilities for the CARE program. The utilities agreed that there should be a consolidated report, which would provide  an executive summary showing conclusions, recommendations, trend analysis over time, some programmatic information, etc. The report would go into more detail on residential customers (individually metered and sub-metered) and participation levels and penetration rates. Also included would be information on the participation levels for the estimated eligible population and costs associated for the residential program. In addition to tabular data, where possible, they would include narrative discussion. They would include information on CARE balancing accounts. For outreach, in addition to traditional methods, they would discuss the effective methods and how they share customers in the overlapping service areas. Program management, and more detail on certification, verification and re-certification will also be included. 

Keegan believed that this information will be helpful in understanding where they are currently with the CARE program, progress over time, and where improvements need to be made. She believed that it is consistent with the direction the utilities have received pursuant to Resolution E-3585 to establish a consistent reporting framework. The utilities request the Board’s support for their standardized CARE reporting.

Crandall asked where data on new participation levels stemming from statewide self-certification would be included, which led to a discussion of verification.

Perez asked when they would do the verification, during the application or after customers have been on the rate. Keegan said SoCalGas would select customers randomly from those customers who had been on the program for at least 30 days. Beresini said that PG&E would use a random sample, without any filters.

Rutledge asked what percentage of the CARE customers would be randomly sampled. Keegan said that the goal would be in the 10-20% range (of the program year).

Competitive Bidding

CARE

Jeff Beresini thought that most of this was aimed at the LIEE program, but developed a brief outline. There are two parts to this: the short-term outreach for the year 2000 and Phase 2. Short-term will look at traditional channels as well as novel and innovative approaches that they’ve outlined in their joint utilities filing. They want to be able to tie this into the their proposal of about a month ago and think that the needs assessment will provide them will a little more input as to where the outreach should be focused. 

Crandall wanted to know what some of the outsourcing would be on the outreach. Beresini said that there was a contract for the people who come in to do work at PG&E’s Processing Center. PG&E also outsources the application program design. Keegan said that in the last seven years, they have had almost continual review of what functions should stay in the utility, but have not seen that many in administrative efficiency that could be outsourced. She stressed that they continue to look for those areas that could be outsourced.

LIEE

Louis Estrella (SoCalGas) and Dennis Guido: Workshops are being planned but have not been calendared. SoCalGas and Edison have conducted one so far. Estrella said that they did one with the ASCEP Board on April 29th and asked for input, which is expected by  the end of June. There are more workshops planned, one of which will be with the contractors group on May 14th. They will be seeking other groups as well. Guido reported that PG&E is planning focus groups in Fresno, Sacramento and San Francisco. There will be monthly contractor meetings which will include Latino Issues Forum, CalNeva, LIGB, and LIGB-AC as participants. Guido noted that there were similar, but not identical, approaches between the utilities on competitive bidding. The three distinct models are: 1) SDG&E pays administrator a set fee and the subcontractors do the actual weatherization; 2) SoCalGas has its administration in-house with subcontractors; and 3) PG&E’s prime contractor is SESCO who are the implementors of the entire program and the subcontractors report to them (administration part of the total charge).

Discussion that the Board might not be able to make clear comparisons because one set of information is bundled together. McKinley clarified whether this would be for year 2000 only and that beyond Phase 2 the utilities would be moving toward uniformity.

As far as competitive bidding, Guido stated that they would be going out to bid on full implementation of weatherization and appliances, with the possible exception of the furnace repair and replacement portion. All said that they were going to do a joint bid with SoCalGas. La Flame said that her utility was going to develop a new RFP and going out to bid on the new measures, inspection and perhaps a few other areas. Estrella said that one of the elements that would not be contracted out was administration.

It was noted that the LIGB website could be used as a tool for disseminating the information. 

Expanded Partnership Agreement

John ll and Lou Estrella: Discussions have gone from how to integrate the electric measures with the gas measures and shared service territory for 1999 to a discussion of how to jointly bid the program in the year 2000. They thought that their time would be better spent working on the year 2000 bidding than to set up something temporary. He reported that the partnership in 1999 would look like the one in 1998, but their efforts would be focused on the year 2000. They have left open the bid package with the exception of choosing to run the programs themselves. 

Roberto Haro left the meeting (3:50 PM). The Board continued with a quorum.

AEAP Proposal

Barbara Dilts and Joy Yamagata (Yamagata left the meeting and Dilts presented her report as well): Annual Earnings Assessment Proceeding (AEAP) is the means by which the Commission looks at the incentive claims of the utilities, verifies the claims, settles any disputes and awards the utilities the earnings claims. It is the place where the earnings mechanism can be adjusted. The 1998, 1999, 2000, and 2001 earnings claims are going to be in the AEAP. It was set up in 1993 for the demand side management programs, which include LIEE. AEAP has never included CARE and at this point they don’t know if CARE can be included since they have not had the time to consider what incentives would be appropriate for that program.

Dilts discussed what some of the proposed changes might be. She reported that an earnings claim for a particular program year was—after it was verified—subject to 7 to 10 years of measurement which was paid out over four payment periods. The utilities were proposing two changes, first that the payment be shrunk to one single payment, and to eliminate a specific performance factor, which they believe to be outmoded. 

Esteves said that from his analysis, incentives were running 1½% to 2% across the state compared with 10% and 12% for the energy efficiency program. He wanted to know if there was any reason why they shouldn’t be comparable. Dilts agreed that there were differences, but said that it was an extensive process to change an incentive mechanism and that the utilities were not interested in pursuing that. 

Maggie Cuadros left the meeting (4:05 PM). The Board continued without a quorum.

Knawls discussed tomorrow’s agenda: McKenney will make a presentation on the CBEE’s reporting format, approval of minutes of April 6 and 7, Phase 2 strategy, critical path, action plan for a follow-up to the Energy Division Workshop, revisit comments on E‑3601. 

The meeting was adjourned at 4:10 PM.
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