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The Low Income Advisory Board (LIAB or Board) respectfully submits its comments concerning the Proposed Decision (PD) in Applications 99-07-002, 99-07-04, 99-07-11,and 99-07-12, dated April 12,2000, pursuant to the Commission’s Rules of Practice and Procedure, Rules 77.1 through 77.4 (Title 20, California Code of Regulations Sections 77.1 through 77.4).  The PD covers a wide range of issues and resolves many contentious matters in a fair and equitable manner.  The Board will limit its comments to only two items included in the PD.  The Board at its May 2-3 meeting in San Francisco unanimously approved the positions expressed in these comments.

Section 19.  Program Evaluation and Monitoring for Future Program               Planning Cycles

The need to develop greater accountability for the energy low-income assistance programs and standardized measurement and evaluation protocols for the low-income energy efficiency programs has been of critical importance to the LIAB since the Commission first created the Board.  A number of the recommendations included in the Board’s December 23, 1998 Draft Request for Proposal (RFP) for Independent Administration of Low-Income Programs were designed specifically to develop “apples to apples” criteria for measuring and evaluating the effectiveness of Low Income Energy Efficiency (LIEE) programs.  

At the time the LIAB submitted its RFP, the assumption was that in the future low-income programs would be administered through a competitive bidding process, thereby achieving higher levels of accountability, standardization and administrative cost-efficiency.  The Commission previously indicated its preference for competitive bidding.  But the passage of years and Assembly Bill (AB) 1393 has changed many of the original assumptions.

In the absence of the competitive bidding process, the PD correctly finds that alternative mechanisms are necessary to effectively monitor and evaluate the delivery of LIEE programs.  The Board wholeheartedly agrees with this concept, but has a suggestion as to how the process for determining bill savings can be integrated more efficiently into ongoing standardization efforts.  We recommend that the Commission not create a new process to develop a methodology on bill savings/expenditures at this time.  Instead, the Assigned Commissioner should be tasked with the responsibility of integrating the standardization task for determining bill savings with ongoing efforts in a critical path that acknowledges the appropriate sequence of tasks and allows an appropriate timeline for each project.

An Assigned Commissioner’s Ruling (ACR) issued December 29, 1999, as noted in the PD, requires a “joint proposal for standardizing the selection criteria and installation manuals for the utilities’ low-income weatherization programs.”  A March 22, 2000 ACR was issued that clarified the Commission’s expectations for the standardization project and additionally requires the standardization of inspection policies and procedures.  The second ACR permits a second phase to develop the standardization of inspection policies and procedures. On April 27, 2000, Sempra on behalf of the four utilities involved in the selection criteria and installation standardization project, requests that a Phase 2 be initiated to allow parties to develop the standardization proposal to address inspection policy and procedures, as well as the policies and procedures that time did not permit to be addressed by May 10, 2000 deadline for the selection criteria and installation standardization project.  An ACR issued April 28, 2000 directed further modifications to the low-income assistance component of the reporting Requirements Manual by October 1, 2000.  Each of these efforts is important in their own right and should be undertaken.  The only concern that the Board has is that these efforts be sequenced in an orderly fashion so that at the end of the process all he tasks have been performed towards a consistent result.

Part of this concern revolves around technical constraints that may make it difficult to produce all the work products in a truncated period of time.  The technical resources of the Commission, the utilities, the Office of Ratepayer Advocates (ORA), and the public have been rather strained to achieve the deadlines specified for existing tasks, including the Herculean effort to produce a standardized Weatherization Installation Standardization (WIS) manual.  The Board would prefer that the Assigned Commissioner be authorized to prioritize each task, including the methodology for bill savings/expenditures, within a timeline that will produce the greatest overall benefit to the LIEE programs.

The Board has a more substantive concern about requiring the utilities to apply any new bills savings/expenditures methodology to Program year (PY) 1997, PY 1998, and PY 1999 LIEE programs.  Part of the reluctance is again recognition of resource constraints.  The Board prefers that the technical personnel and dollars be focused on forward-looking projects that will shape the future of the LIEE program.  Because of the many changes planned for the LIEE programs over the next year or two, any calculations made by the utilities for bill savings in these years may indeed be giving us “old oranges” to compare to “new apples” in the future.

In addition, the Board is hesitant to agree that the cost-effectiveness methods and calculations used in the Annual Earnings Assessment Proceeding (AEAP) are the appropriate basis for measuring LIEE programs.  As already indicated, there are wide-ranging efforts underway which may have an impact on the ultimate cost-effectiveness criteria that will be approved by the Commission.  Along with the standardization efforts already cited, the Energy Division will be overseeing a comprehensive needs assessment process.  One of the values of the sequencing process we have recommended is that changes to cost-effectiveness criteria that may result from these efforts be able to be incorporated without conflicting with or duplicating earlier efforts.  In the interim, the proposed methodology may conflict with or may duplicate earlier efforts, and it seems inefficient to expend significant resources to achieve results that may have no future relevance.

Finally, the Board is mindful that some of the additional workload being imposed upon the utilities has not been included in their proposed PY 2000 budgets.  The Board has a great concern that these administrative tasks, no matter how important, not result in reductions to LIEE program budgets.  Therefore, once a final decision has been made on how to integrate all the various administrative efforts in the ACRs and the PD, the Board requests that the Commission grant a budget augmentation that would cover the costs of the standardization efforts or allow the utilities to record the costs for recovery these costs in a later period.

Ordering Paragraph 3.  Pay for Measured Savings

The other issue of concern to the LIAB is in Ordering Paragraph 3 of the Proposed Decision.  In this ordering paragraph, the utilities are required to implement a pay-for-measured savings pilot.  Furthermore, the utilities are ordered to use measurement protocols that are consistent with those used in the Annual Earnings Assessment Proceeding filing.  

These two requirements appear to violate AB 1393 and Public Utilities (PU) Code Sections 327, 381.5, and 2790 by not taking into account other factors when putting services out to bid and in the general provision of services to low-income customers.  PU Code Section 327 requires the utilities to take both cost and quality of service into account when awarding bids.  PU Code Section 381.5 states that when evaluating the effectiveness of low-income programs the Commission will look at not just cost, but program accessibility to quality programs and the use of entities to deliver those services that have demonstrated performance in effectively delivering the service.  PU Code Section 2790 states that the Commission should take into account the policy of reducing hardships facing low-income customers as well as cost-effectiveness.

By basing 25% of LIEE on a pay-for-measured savings pilot, one removes those participating in the pilot from the kinds of LIEE services that would actually increase energy usage, such as installing a new furnace, repairing an old one, or installing an evaporative cooler.  These measures could reduce hardship, increase comfort and safety; but who would want to bid on installing measures that would increase usage when their contract payments are based on energy saved?

Measurements in the AEAP are based on traditional formulas that look at cost-effectiveness of measures from an avoided cost standpoint, without taking into account the benefits those measures may provide to low-income customers.  The Board requests that the Commission not implement any program, even on a pilot basis, that does not take into account, at a minimum, a combination of the evaluation of the energy savings from the customer’s standpoint, as well as increases in comfort and safety of those customers from the implementation of certain measures that do not result in energy savings.

Conclusion

The LIAB recommends that the changes detailed above be adopted by the Commission.
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