BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking on the Commission’s Proposed Policies and Programs Governing Post-2003 Low‑Income Assistance Programs.


FILED

PUBLIC UTILITIES COMMISSION

JANUARY 8, 2004

SAN FRANCISCO, CALIFORNIA

RULEMAKING 04-01-006

JOINT UTILITY LOW INCOME ENERGY EFFICIENCY PROGRAM STATEWIDE STANDARDIZATION PROJECT TEAM SUPPLEMENTAL REPORT SUBMITTED IN COMPLIANCE WITH ORDERING PARAGRAPH 12 OF DECISION 03-11-020








Georgetta J. Baker








Attorney for 








San Diego Gas & Electric Company








Southern California Gas Company








101 Ash Street, HQ13









San Diego, CA  92101








(619) 699-5064








(619) 699-5027








gbaker@sempra.com

March 12, 2004

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking on the Commission’s Proposed Policies and Programs Governing Post-2003 Low‑Income Assistance Programs.


FILED

PUBLIC UTILITIES COMMISSION

JANUARY 8, 2004

SAN FRANCISCO, CALIFORNIA

RULEMAKING 04-01-006

JOINT UTILITY LOW INCOME ENERGY EFFICIENCY PROGRAM STATEWIDE STANDARDIZATION PROJECT TEAM SUPPLEMENTAL REPORT SUBMITTED IN COMPLIANCE WITH ORDERING PARAGRAPH 12 

OF DECISION 03-11-020

I.
INTRODUCTION AND SUMMARY

This supplemental report filing presents the Low Income Energy Efficiency (LIEE) Program Standardization Project Team’s (Project Team or Team
) response to some of the California Public Utilities Commission’s (CPUC or Commission) instructions conveyed in Decision (D.) 03-11-020.  These instructions relate to the treatment of LIEE program homes that use investor owned utility (IOU) provided space heating fuels, specifically electricity or natural gas (and are therefore eligible for installation of infiltration-reduction weatherization measures under the Commission’s adopted LIEE Program policies and procedures), but which also use non-IOU combustion fuels (e.g., propane or kerosene).  

This supplemental report provides background information on this issue, summarizes the steps taken by the Standardization Team to address the Commission’s instructions, describes the likely scale of the potential problems that may arise due to withholding infiltration measures from a small percentage of LIEE income qualified customers, discusses key issues, reviews alternatives considered, and presents Project Team recommendations.

In general, the Team reiterates its earlier recommendation that homes with IOU space heating but which use non-IOU combustion fuels for other end uses not be provided infiltration reduction measures.  Moreover, the Team recommends that these homes be referred to other non-IOU entities (e.g., Low Income Home Energy Assistance Program) (LIHEAP) agencies or non-IOU natural gas providers) for the installation of infiltration-reduction measures.  To the extent possible, within the time frame available for the development of these updated recommendations, the Team presents fairly detailed opportunities for leveraging resources and coordinating the provision of service with other programs and agencies.  

Many of the state’s major IOUs already practice this kind of resource leveraging and coordination with state funded Low Income Home Energy Assistance Program (LIHEAP) weatherization agencies in their service areas, while others are actively exploring options for doing so. 

II.
BACKGROUND

In D. 01-03-028, the Commission instructed utilities to develop recommendations to standardize LIEE program natural gas appliance carbon monoxide (CO) testing policies and standards.  The Team submitted its recommendations on May 5, 2003
.  These recommendations encompassed the types of natural gas appliance testing to be done, the timing of the testing, and the conditions under which testing must be done.  One of these recommendations was that water heating and cooking appliances should be tested for CO.  Under the previous CO testing Minimum Standard adopted by the Commission in D. 01-03-028, only space heating was operated during CO tests.  This raised two issues.  First, should non-IOU fuel combustion appliances be tested for CO?  Second, should these homes be eligible for installation of infiltration-reduction measures?  The Team considered four basic options with respect to these questions: 

· Option 1.  Restrict NGAT assessments to IOU natural gas appliances, but still install infiltration-reduction measures in homes with non-IOU combustion appliances

· Option 2.  Conduct NGAT assessments for other combustion appliances (e.g., propane) prior to weatherization, and install infiltration reduction measures only in homes that pass the NGAT test

· Option 3.  Conduct NGAT assessments for other combustion appliances (e.g., propane) prior to or after weatherization, and repair or replace these appliances if they fail the NGAT test.

· Option 4.  Restrict NGAT assessments to IOU natural gas appliances, and deem infiltration reduction measures non-feasible for all homes using other combustion fuels.  

In its May 5, 2003 filing to the Commission, the Team recommended Option 4, coupled with other steps designed to mitigate any adverse impacts on low-income customers who would be denied infiltration-reduction measures under LIEE as a result of the implementation of this option.  Specifically, the Team recommended that:

· NGAT assessments conducted under LIEE should be restricted to IOU natural gas appliances, and infiltration reduction measures should be deemed non-feasible for all homes using other combustion fuels.  
· Homes for which infiltration reduction measures are deemed non-feasible should be referred to LIHEAP providers or (if relevant) to the non-IOU utility providing natural gas to the customer.  

· LIHEAP providers and/or other natural gas utilities should be requested to report the disposition of these referrals back to the IOUs.

PG&E participated with the Standardization Team recommendation on this issue, but expressed concern that the implementation of the recommendation could “have an adverse effect on its ability to serve its rural customers” by limiting the provision of all feasible measures in some of these homes. 
In D. 03-11-020, at page 62, the Commission indicated that it concurred with the Team that “IOU ratepayers should not be responsible for conducting safety tests on non-IOU fueled appliances, or bear the costs of replacing or repairing those appliances if they do not pass the tests…”  

However, the Commission also indicated that it was “not persuaded that the costs of installing infiltration-reduction measures in those homes should no longer be funded out of the LIEE Program.”  The Commission instructed the Team to explore other approaches, including ones that would use LIEE funds to “leverage the provision of infiltration-reduction measures to these homes by LIHEAP or non-IOU gas utilities.”   As one suggested option under this general approach, LIHEAP or non-IOU licensed contractors could conduct CO tests of non-IOU fueled combustion appliances to determine the feasibility of installing infiltration reduction measures.  If no CO problems were identified when non-IOU fueled combustion measures were tested, installation of infiltration measures would be found feasible. If feasible, they could be installed under the state funded LIHEAP (or other non-IOU weatherization programs), but installation costs could be reimbursed to the installing state funded agencies by the IOUs out of LIEE program funds.  

The Commission instructed the Standardization Team to do the following:

· To explore the Commission’s proposed option as well as other options for serving these homes (OP 10).

· To make a presentation to the LIOB, with notice to all parties in this proceeding and to all community-based organizations that participate in the LIEE Program, and to include in the presentation current policies and procedures, Team recommendations, and additional alternatives for treating homes with non-IOU combustion appliances (OP 11).  

· To submit a supplemental Phase 4 report within 120 of the date of the decision, including a summary of comments and recommendations of the LIOB, participating CBOs and other parties, estimated impacts on services to low-income customers, pros and cons of the alternatives discussed, and updated Team recommendations (OP 12). 

This supplemental report responds to those instructions. 

III.
STANDARDIZATION TEAM ACTIVITIES

In the course of preparing this report, the Team engaged in several activities.  During January and February of 2004, Standardization Team members and consultants met twice with the LIOB, and solicited input from other parties, including the statewide California Low Income Energy Programs (CLIEP) Committee chaired by the director of California State Department of Community Services and Development (CSD) on this issue. A variety of points and proposals were made by various parties at those meetings.  Salient issues raised in these meetings are discussed in Section IV.  Written comments submitted by Bob Burt of the Insulation Contractors Association are attached as Attachment A.

The utility members of the Team also engaged in individual discussions with community-based organizations (CBO) and other LIHEAP providers in their respective service areas to explore ways in which enhanced resource leveraging and coordination could best serve the needs of those LIEE program customers for which installation of infiltration-reduction measures is currently deemed non-feasible because of the presence of non-IOU fuel combustion appliances in their homes.  While these discussions were by necessity preliminary in nature, they are expected to form the basis for formal agreements in a reasonable amount of time.  

Finally, the Team examined available statewide information on residential appliance saturation studies to try to identify the number of homes in each IOUs service area which are heated using an IOU fueled space conditioning systems, but which also have non-IOU fueled combustion appliances in the home. Typically these are electrically heated homes that have propane appliances
. These are by necessity rough estimates, since residential appliance saturation data does not normally take into account specifically which homes may be LIEE eligible, and which have been previously weatherized.

IV.
KEY ISSUES

In D. 03-11-020, the Commission raised several issues with respect to the Team’s recommendations on the treatment of homes with IOU space heating but other non-IOU combustion appliances.  These issues are discussed below.

1.
Potential Impacts of the Proposed Policy

First, the Commission indicated that “we need better information on the relative impact of the Team’s proposed policy … and a presentation of data on a more consistent basis across utilities.”  (p. 60)   In response to this instruction, the Team has developed estimates of the percentage of homes falling into the category in question, and has summarized these estimates in Table 1.  

Table 1.  RASS Study Estimates of Low Income Households


Service Area
(1)
Low Income Households
(2)
Low Income Households with Electric Space Heat
(3)
Low Income Households with IOU Natural Gas Space Heat
(4)
Low Income Households with IOU Space Heat (Electric or Natural Gas)
(5)=(3)+(4)
Low Income Households with IOU Space Heat and Non-Natural Gas Combustion Appliances
(6)
Percentage of Homes with Non-Natural Gas Combustion Appliances
(7)=100 (6)/(5)

PG&E

   Urban
667,421
95,447
506,677
602,124
8,533
1.4%

   Rural
253,187
59,142
105,167
164,349
11,840
7.2%

   All 
920,608
154,629
611,844
766,473
20,372
2.7%

SDG&E

   Urban
225,336
55,627
131,592
187,219
679
0.4%

   Rural
3,046
681
640
1,320
207
15.7%

   All 
228,382
56,308
132,231
188,539
887
0.5%

SCE Non-Overlap   

   Urban
175,273
43,932
0
43,932
1,296
3.0%

   Rural
26,822
2,274
0
2,274
553
24.3%

   All 
240,969
56,380
0
56,380
2,404
4.3%

SCE/SCG Overlap

   Urban
734,061
16,359
633,759
650,118
825
0.1%

   Rural
35,643
0
34,348
34,348
298
0.9%

   All 
769,704
16,359
668,108
684,466
1,124
0.2%

SCG/LADWP Overlap

   Urban
323,011
33,550
197,046
230,597
359
0.2%

   Rural
--
--
--
--
--
--

   All 
323,011
33,550
197,046
230,597
359
0.2%

The results presented in Table 1 are based on the analysis of data collected for the 2003 Residential Appliance Saturation Survey (RASS), an extensive survey of residential customers in California.  The survey was conducted by KEMA-Xenergy, and the analysis of the survey data is being done by Itron.  The survey was conducted by mail with telephone and on-site follow-up, and the complete sample consisted of over 21,000 households.  Using weights developed in the course of the sample design, the sample results have been expanded to the population level for the electric utility service areas covered by the study: SCE, SDG&E, PG&E and LADWP.  That is, the numbers presented in Table 1 represent estimates of the total numbers of homes falling into various categories, by service area.  These results are as follows:

· Low Income Households.  The total number of low-income households is based on reported income, household size and age of head of household.  To the extent possible, this classification is consistent with the income eligibility standards for the 2004 LIEE Program. 

· Low Income Households with IOU Electric Space Heat.  These are the estimated numbers of low-income homes with primary electric space heating provided by one of the three IOU electric utilities.

· Low Income Households with IOU Natural Gas Space Heat.  These are the estimated numbers of low-income homes with individually metered natural gas space heating, where the natural gas is provided by one of the three IOU natural gas utilities.
  

· Low Income Households with IOU Space Heat.  These are the estimated numbers of low-income homes with IOU electric space heat or individually metered IOU natural gas space heating.  For the purposes of this discussion, these homes can be considered eligible homes, in the sense that they would be eligible for LIEE infiltration-reduction measures.   

· Low Income Households with IOU Space Heat and Other Non-Natural Gas Combustion Appliances.  These are the estimated numbers of low-income homes with IOU electric or IOU natural gas space heating who also report having at least one other appliance (dryer, water heater, or cooking appliance) that uses another non-natural gas combustion fuel.  

· Percentage of Homes with Non-Natural Gas Other Appliances.  This is the percentage of eligible homes that report having non-natural gas combustion appliances.  

As shown, the percentage of eligible homes that report having non-natural gas combustion appliances is relatively low, varying from 4.3% in the SCE non-overlap area (the portion of the SCE service area that does not also lie in the SoCalGas service area) to 0.2% in the SoCalGas service area.  As indicated by PG&E in several forums, the percent of eligible homes with non-IOU combustion fuels varies considerably within the individual service areas.  To reflect this, we have presented results separately for urban and rural counties.  As shown, these percentages are considerably higher for rural customers.  In looking at these rural percentages, of course, it should be kept in mind that the total number of rural customers is fairly small in some service areas.  For instance, even though SCE (non-overlap) and SDG&E areas have high percentages of homes with non-IOU combustion appliances in rural areas, the total numbers of such customers are small.    

The results presented above should be accompanied by a variety of caveats.

· First, while the total sample of 21,000 homes is very large for this type of survey, only about 4,000 of these homes were determined to be low-income homes.  Even this is a large subsample; however, when the results are broken down much more finely (say, by climate zone), the subsample sizes become very small.  We also do not know how many of these homes may have already been weatherized under the IOUs LIEE programs or other state funded programs. 

· Second, the classification of low-income homes is based on reported, rather than documented income, and thus is subject to some error.  

· Third, it must be recognized that survey respondents sometimes misstate the home heating and appliance fuels they use.  While we have made every attempt to clean the data on appliance fuels, some errors in reporting undoubtedly remain.  

2.
Other Options Explored

The Commission also instructed the Team to “explore alternative policies in greater depth than presented in the Team report.”  Some options and variations considered by the Team are discussed below.  As noted above in Section II, the Commission instructed the utilities to consider an option in which LIHEAP or non-IOU licensed contractors could conduct CO tests of non-IOU fueled combustion appliances to determine the feasibility of installing infiltration reduction measures.  If no CO problems were identified when non-IOU fueled combustion measures were tested, installation of infiltration measures would be found feasible. If feasible, they could be installed under the state funded LIHEAP (or other non-IOU weatherization programs), but installation costs could be reimbursed to the installing state funded agencies by the IOUs out of LIEE program funds.  The Team does not rule out this approach, as long as it is the result of a voluntary agreement between the IOU and the LIHEAP provider.  Such an agreement would have to include some agreements on inspections as well as the charges for the installation of measures. 

Another option raised by the Commission was “restricting NGAT assessments to IOU natural gas appliances, but installing infiltration reduction measures in homes with other combustion appliances.”   The Team has discussed this option at length, but continues to recommend against it.  CO testing has been adopted for the LIEE Program in order to deal with the detection and mitigation of high CO levels.  There is nothing about homes with propane appliances that suggests that these homes are less prone to CO problems than homes with natural gas appliances.  To the extent possible within the regulatory constraints facing the IOUs, the Team considers it important to maintain consistency in the treatment of homes using various combustion fuels.  While it is true that the Natural Gas Appliance Testing Study recently conducted by the Team gave inconclusive results on the impact of infiltration reduction on CO concentrations, this should not be construed as a justification for installing such measures without conducting the appropriate CO tests.  These tests discern preexisting CO as well as any changes that may be associated with the installation of infiltration-reduction measures.  

A third option considered in discussions over the past few months is that the IOUs install all feasible non-infiltration measures under the LIEE Program and then refer the home to the LIHEAP agencies to conduct non-IOU fuel combustion appliances testing, repairs or replacement in these homes and to then install any feasible infiltration-reduction measures under the LIHEAP Program.  This option would be feasible if agreed upon by the parties involved, and the Team does not consider it an alternative to, but rather an example of, the overall approach it recommends.  While CSD policies currently mandate that LIHEAP agencies can only provide services to income eligible homes that require installation of a minimum number of LIHEAP measures, this requirement would be waived in cases where the home received measures through both LIHEAP and LIEE.  On the other hand, it should be recognized that it may not be cost-effective for LIHEAP providers to install a limited number of measures in a home, so it may be difficult for these providers to agree to such arrangements.  

A fourth option raised at the LIOB and CLIEP meetings was that the IOUs pay the LIHEAP agencies for testing non-IOU fuel combustion appliances.  While the Team understands the rationale behind this suggestion, it does not endorse this approach.  The IOUs are restricted from using ratepayer funds to test and/or repair or replace appliances using fuels they do not provide.   

A fifth option, which was suggested in a CLIEP meeting, was an offer by CSD to explore the feasibility of recruiting propane industry member companies to provide propane appliance testing, repair and replacement of propane appliances in these homes at no charge, to facilitate installation of infiltration measures.  The Team would certainly support the participation of the propane industry in offering services to low-income customers.  However, we understand that obtaining such support could be a time-consuming process, and feel that other leveraging options need to be put in place.  

One of the approaches that would appear to offer considerable potential is that the IOU could provide a major relatively high-cost measure (e.g., a high-efficiency refrigerator) free of charge to the LIHEAP provider, and the LIHEAP provider would install other measures with LIHEAP funding.  This type of leveraging was discussed widely over the past three months, and has been used by one of the IOUs in the past.  It is consistent with the Team’s general recommendations.  

3.
Implementation of Recommended Option

The Commission also instructed the Team to “explore alternatives that would tailor the Team’s proposed policy to a more specific set of circumstances, depending upon the type and/or location of the non-IOU fueled appliance.” (p. 60)  It should be noted that the Team already has recommended (and the Commission has accepted) policies with respect to locations of appliances.  In general, natural gas appliance testing is required only for those appliances that have potential effects on the living space.  We find no reason to have a different set of policies for combustion appliances using fuels other than natural gas.  

4.
Leveraging

Finally, the Commission instructed the Team to “explore a leveraging option in conjunction with the Team’s recommendation for homes that take service from the IOU for space heating, but use non-IOU combustion fuels for other end uses.” (p. 61)  Several factors should be considered when considering leveraging options.  

First, we need to understand where such homes will be found.  As is illustrated for the SoCalGas service area (see Table 1), relatively few such homes will be found where IOU natural gas service is provided.  Typically when a natural gas utility extends service to areas it has not served in the past, and customers who have previously used propane or other non-natural gas combustion fuels typically convert all propane or other non-IOU gaseous fueled combustion appliances in their home to operate solely on natural gas.  In practice, then, most common cases will be ones in which the house is heated with an electric heating system but uses one or more non-IOU combustion fuels.  Such homes are especially likely to be found in areas not serviced by IOU natural gas (for instance, the rural PG&E subareas and the SCE service area which does not overlap with the service areas of SoCalGas or Long Beach Gas).  

Second, it should be recognized that most leveraging is likely to involve working with local LIHEAP providers.  In counties in which local agencies serve both LIHEAP and LIEE Programs, leveraging is reasonably easy to do and is already occurring.  In areas where different agencies or contractors participate in the two programs, new arrangements will need to be made with the LIHEAP providers.  This is currently being explored in PG&E’s rural service areas. 

Third, any new arrangements will have to be voluntary, and will thus have to be negotiated in a provider-by-provider basis.  The CPUC does not have jurisdiction over the local LIHEAP agencies, under the state constitution or current state law.  And the IOUs have no power to dictate terms of any interagency agreement they might enter into with local LIHEAP agencies, other than terms negotiated between the IOUs and any of the LIHEAP agencies they might contract with to provide LIEE program services. 

The need for voluntary arrangements was emphasized in the CLIEP meetings attended by the Team.  The CSD director made it very clear at those meeting that CSD observes a “home rule” policy when it comes to any agreements or contracts into which its local DOE and LIHEAP weatherization program agencies enter. That is, CSD does not dictate to its local agencies what agreements to enter into with the IOUs or any other organizations.  That is a decision that must be made by the management of each individual local CSD agency. 

Fourth, the nature of the voluntary agreements reached between IOUs and LIHEAP providers will have to depend on specific circumstances.  In instances where the IOU already contracts with local LIHEAP agencies for the installation of LIEE program weatherization measures, one option is for the LIHEAP agency to conduct testing of such appliances, and pay for the testing, repairs and replacement of any such appliances using some of its LIHEAP program funding, as long as it is able to install at least three LIHEAP program energy saving measures in the home as part of that treatment. This is what typically happens in areas of the IOU service areas that are served by local agencies that participate in both the LIHEAP and LIEE programs. These agencies are required under their CSD contracts to keep track of which weatherization measures are installed under their CSD and IOU funded programs, in order to avoid double billing CSD and the IOUs for installation of the same measure(s). 

V.
UTILITY-SPECIFIC NEGOTIATING ACTIVITIES

This section provides information on the approaches currently being used by the IOUs to negotiate leveraging agreements with LIHEAP providers.  These narratives have been provided by the individual utilities.  

1.
Southern California Edison Company

SCE's policy on this issue centers around these factors:  First, SCE has a long established relationships with LIHEAP agencies in servicing customers in need and has already been making efforts to coordinate and leverage LIEE with LIHEAP.  Second, the affected customer population is extremely small and isolated within SCE's territory.  Referrals would be minimal and not have a significant impact on the agency's budget.  SCE’s policy is straight forward, consistent, provides comprehensive service and is easily administered. 

This is how SCE’s approach works.  In many instances the delivery of service to this customer is transparent.  This is particularly true when a LIEE contractor is a LIHEAP contractor.  Should a contractor identify an eligible customer with electric space heat and a non-utility combustion appliance, the contractor will simply service the customer under the LIHEAP program.  Non-LIHEAP providers will conduct a needs assessment on customer homes, and depending upon our agreement with the LIHEAP provider, may or may not install electric measures.  In some cases the LIHEAP agency prefers to provide all measures through its contract with CSD.  This referral process has, to this point, been very informal; but SCE is completing work on language to include in contracts and agreements with all providers. 

SCE has leveraged LIEE with LIHEAP for a number of years by providing refrigerators to LIHEAP providers at no cost.  This leveraging agreement is independent of its referral process to LIHEAP providers and does not, at this time, require CO testing in exchange for leveraging refrigerators. 

SCE has acted in good faith in leveraging refrigerators with LIHEAP providers and in return, LIHEAP providers deliver weatherization services, including CO testing, to customers with electric space heat and a non-utility combustion appliance.  SCE intends to formalize agreements with LIHEAP providers.  Contact has been made and oral agreements have been reached with LIHEAP providers in San Bernardino, Riverside, Inyo/Mono, Kings, and Kern counties.

Current leveraging language is as follows:  “Edison was directed by the CPUC pursuant to Conclusions of Law 19, 20,21 and 22 in D01-05-033 to increase its leveraging efforts and expand its implementation of the Program with the resources of the LIHEAP administered by the CSD.  Edison complies with this directive by providing the equipment to LIHEAP agencies at no cost to the agency.  The agency installs the equipment at no cost to Edison.  Currently, Edison has approved leveraging the installation of refrigerators only.  Leveraging other LIEE measures must be reviewed and approved by Edison.  In addition, for each customer that receives a leveraged refrigerator, the LIHEAP Consultant must provide the LIHEAP application along with the Edison LIEE Program applications.”

2.
Pacific Gas & Electric Company

PG&E’s service area has many areas that are not served by natural gas pipelines.  A small but significant percentage of the homes in these largely rural areas have both PG&E-provided electric space heat and non-utility fueled combustion appliances.  Although these homes would normally qualify for infiltration measures under the LIEE program (because they have PG&E space heating), the utilities are prohibited from testing non-utility combustion appliances.  The Standardization Team has recently recommended that infiltration measures not be installed in these qualifying homes if they cannot be tested for carbon monoxide.

PG&E has participated in several discussions over the last several months facilitated by the CSD to discuss leveraging opportunities to fully treat these homes.  CSD administers LIHEAP in California.  

Five LIHEAP agencies have contracts with PG&E’s LIEE Program Administrator to implement the PG&E’s LIEE program.  These LIEE contractors already leverage the LIHEAP and PG&E programs in PG&E’s service area.  The LIHEAP contractors conduct Combustion Appliance Safety Testing on PG&E space-heated homes with non-utility fueled appliances under LIHEAP program funding, and then install all feasible infiltration measures.  

As a result of last year’s Leveraging Pilot Project, PG&E already has leveraging agreements with three LIHEAP agencies to provide refrigerators and other services to PG&E customer homes that are being treated under the LIHEAP program.  By providing such high cost appliances as refrigerators, PG&E helps LIHEAP agencies free up more of their funding, thus enabling them to treat more homes.  PG&E is currently negotiating with the Leveraging Pilot Project contractors to include provisions that these LIHEAP agencies will accept PG&E space-heated homes with non-utility fueled appliances as referrals.  The LIHEAP agencies will agree to provide Combustion Appliance Safety Testing on these homes and install any feasible infiltration measures.  In return, PG&E will provide refrigerators under the LIHEAP program.  

PG&E is also negotiating individually with LIHEAP agencies that are not PG&E LIEE program implementers.  PG&E is currently in discussions with two LIHEAP agencies and will soon begin negotiations with others to accommodate referrals of PG&E space-heated homes with non-utility fueled appliances.  As with the revised Leveraging Pilot Project contracts, the LIHEAP agencies will agree to provide Combustion Appliance Safety Testing on these homes and install any feasible infiltration measures under the LIHEAP program.  In return, most of the LIHEAP agencies appear to be interested in receiving refrigerators.  PG&E continues to work with Energy Division to ensure full compliance with the leveraging provisions of D.03-11-020.   

3.
San Diego Gas & Electric Company

Campasinos Unidos, Inc. (CUI) and the Metropolitan Area Advisory Committee (MAAC Project) are the local LIHEAP agencies that serve the rural eastern areas of San Diego County (which comprises almost all of SDG&E’s service area except for a small portion of southern Orange County). CUI and MAAC Project are subcontractors to SDG&E’s LIEE program prime field services management contractor, Richard Heath & Associates, Inc. (RHA). Whenever they identify one, CUI and MAAC Project normally serve this type of home under their state funded weatherization programs, due to the fact that they’re paid for conducting CO tests on propane appliances under the state’s LIHEAP program (regardless of the homes heating source)

SDG&E believes that most, if not all LIEE program eligible homes in the rural area of the county not served by SDG&E’s natural gas distribution system have already been weatherized over the last 23 years, either under the state funded LIHEAP program, or SDG&E’s LIEE program.  Due to increased attention being paid to this type of dwelling, SDG&E began collecting information on LIEE programs fitting this profile in January of 2000.  A preliminary review of the company’s PY 2003 LIEE program database showed that only fifteen (15) homes fitting this description were served in 2003. 

Due to the very limited number of homes fitting this description under its LIEE program over the last several years, SDG&E and its prime contractor, RHA, have worked with the local LIHEAP agencies to serve these homes on an informal case-by-case basis up to this year. For program year 2004, SDG&E has added language in its program management contract with RHA agreeing that the company, RHA and its subcontractors will continue to treat these homes on a case-by-case basis, but SDG&E reserves the right to negotiate more specific contract language in its contract with RHA, if the company or its program subcontractors identify more of this type of rural customer home in the future. 

4.
Southern California Gas Company

Whenever SoCalGas expands its natural gas distribution system into an area previously served by propane, customers convert their home appliances to operate on natural gas. During the conversion process, SoCalGas requires that all propane appliances be converted to natural gas due to the fact that usually one internal gas piping line feeds all combustion appliances. Therefore, chances of running into a home which is heated using natural gas, but which still have propane, or any other combustion appliances which operate using a non-utility fuel source, are almost zero. 

VI.
RECOMMENDATIONS

The Team has carefully considered policy options available to address situations in PG&E and SCE’s service area where an LIEE customer’s home is heated with electricity, but has other non-IOU fuel combustion appliances.  In its May 5, 2003 NGAT study report, the Project Team recommended that the IOU LIEE programs weatherize these homes, but defer installation of infiltration reduction measures. The IOUs should be authorized to refer these homes to local LIHEAP agencies to conduct testing and do any repairs or replacement of non-IOU combustion fuel appliances and charge such services to the LIHEAP agencies’ CSD funded weatherization programs.  Whether the LIHEAP agencies would also install infiltration reduction measures, or any other weatherization measures under their LIHEAP programs, would be subject to voluntary agreements freely entered into by the IOUs and the local LIHEAP agencies. The Commission should continue to encourage the IOUs to enter into such agreements where they don’t exist, but cannot mandate that the LIHEAP agencies enter into such agreements. The Project Team continues to recommend that the Commission adopt this policy on a statewide basis for application to the IOUs LIEE programs. 

The Project Team notes that any agreement between an IOU and a local LIHEAP agency which does not contract with that IOU to provide weatherization services under the IOU’s LIEE program should be voluntarily negotiated on a case by case basis, given different geographic areas served, and different situations which might occur in different parts of each IOUs service area. These agreements must be entered into voluntarily by the local LIHEAP agencies, since they are under no pressure from CSD, the CPUC or any other entities to do work under the IOUs LIEE programs. 

In any part of a given IOU service area where the local LIHEAP agency chooses NOT to enter into such an agreement, the IOU should continue to install all feasible non-infiltration weatherization measures under its LIEE program, then refer the customer to the local LIHEAP agency if they want to have their non-IOU fuel combustion appliances tested, repaired or replaced, and/or want to have infiltration reduction measures installed in their home by the LIHEAP agency.   As discussed in Section V, the utilities have already begun 

the process of exploring leveraging options with LIHEAP agencies.  We recommend that the Commission continue to support this process.
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� The Low Income Energy Efficiency Standardization Team consists of Pacific Gas and Electric Company, Southern California Edison Company, Southern California Gas Company and San Diego Gas & Electric Company.  D.03-11-020 defined the Standardization Team as being “comprised of the utilities and project consultants, with coordination assistance from the Commission’s Energy Division and participation by the Office of Ratepayer Advocates (ORA).”  While the Commission’s Energy Division and ORA staff attend Team meetings, these joint utility recommendations do not represent Commission staff policy positions on the issues discussed.  The joint utility Project Team is supported by two technical support consultants:  Itron and RHA, Inc.


�  “LIEE Standardization Project Final Phase 4 Report on Low Income Weatherization Program Natural Gas Appliance Testing Study Results” filed with the Commission on May 5, 2003.


� Typically, natural gas utilities customers with propane appliances replace or modify those appliances to operate on natural gas when the utility extends natural gas services to their home, because gas plumbing accommodates only one fuel.


� 	Note that homes with master-metered natural gas are excluded here, even thought they could be eligible for infiltration reduction measures.  They would be considered as having “other” space heating.  The reason is that the RASS study does not identify them as having gas space heating because the space heating usage is not on their individual meter.  This does not materially affect the results of the analysis.  
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