To:  Jeff Beresini, Dennis Guido, Rick Hobbs, John Nall, Joy Yamagata, Yvette Vazquez

From:  Jerry Mendl and Geoffrey Crandall, MSB Energy Associates  Technical Consultants to the LIGB

Date: Wednesday, May 5, 1999

At its April 6-7, 1999 meeting, the Low Income Governing Board officially requested the utilities to make presentations on several topics of importance to the Board and the Commission.  The Board scheduled the afternoon 12:30-4:30 p.m. of its next regular meeting, on May 11, 1999, for the utility presentations.  We are writing this request to provide you specificity and ensure that the appropriate personnel from your company are available to make informal presentations regarding the following subjects:

I. Administrative Costs

The Commission in Resolution E-3586, Ordering Paragraph 1 o) iii) directed that the “Utilities shall work with the LIGB to standardize the treatment of administrative costs for CARE and LIEE both between Utilities and between departments, and by May 15, 1999, Utilities shall submit a joint filing in R.98-07-037 to address the treatment of these administrative costs.”  

The LIGB requests that the utilities make a presentation regarding their proposed submission, including the following specific issues:

A. Proposed uniform definition of administrative costs, including expenses specifically included.

B. Identify how moving to the uniform definition would change each utility’s prior practice.

C. Identify the unresolved issues, if any, that the utilities encountered in developing the proposed uniform definition.

D. Provide an assessment as to whether the administrative costs reported by the utilities under the proposed uniform definition will be comparable between utilities.  In future reports submitted by the utilities, should the LIGB expect to see similar values for administrative costs across utilities?  Or will significantly different administrative costs still be reported?  If there are differences, are they likely to be the result of different costs of administration between the utilities rather than different definitions of what is included in the costs?

E. Describe how the LIGB’s operating expenses are recorded by your utility, including whether the utility payments toward those expenses are included in the administrative costs.

F. Are any CPUC Staff costs included in the utilities’ reported administrative costs regarding low-income programs?  These costs could include activities of the CPUC associated with the LIGB or low-income programs, such as: i) reviewing and processing utility low-income programs; ii) considering the LIGB’s recommendations; and iii) overseeing the utilities’ and LIGB’s activities regarding low-income customers.  If so, please explain whether they are explicitly assessed or an allocated part of overheads.  (Refer to the definition of LIGB in the Reporting Requirements Manual 2, Reporting Category Definitions: Low Income Program Area)

G. Describe how the utilities’ expenses to participate with and respond to the LIGB and the CPUC regarding low-income issues are recorded, including whether those utility expenses are included in the administrative costs.

II. Standardized Reporting

The Commission in Resolution E-3585, Ordering Paragraph 1 j) directed that “By May 1, 1999, the utilities shall present a standardized reporting guideline proposal to the LIGB for its consideration and be prepared to implement standardized reporting for PY 2000. The LIGB shall submit its recommendation on standardized reporting to the Commission on June 1, 1999 in Rulemaking 98-07-037.”

The LIGB has received your 5-1-99 filing and requests that the utilities make a presentation regarding the May 1 submission, including the following specific issues:

A. How do the proposed standardized reporting guidelines track the LIGB’s prior determinations regarding cost effectiveness tests, selection criteria, and monitoring and measurement methods applicable to and appropriate for low-income energy efficiency programs?  The LIGB’s recommendations on these topics were presented to the Commission on November 13, 1998, as part of the LIGB’s “Proposed Policy Rules for Independent Administration of the CARE and LIEE Programs” (“Policy Recommendations”).  Specifically,

B. How do the proposed standardized reporting guidelines collect and report data pertinent to the purpose of the low income energy efficiency programs, i.e., to reduce hardships facing low income customers, including improvements in quality of life, comfort levels, and safety in addition to energy savings, consistent with Section 2790 of the California Public Utilities Code.  (See Policy Recommendations, Nos. 13 and 16)

C. How do the proposed standardized reporting guidelines report information showing LIEE program performance relative to the LIGB’s preferred measure selection criteria, i.e., a combination of economic tests (Modified Participants Test), non-quantifiable and non-economic factors, and administrative cost-efficiency to select energy efficiency measures for installation in low-income households?  (See Policy Recommendations, No. 13) 

D. How do the proposed standardized reporting guidelines track the performance of the CARE program?  What information will be reported relative to the enrollments under the self-certification program?  What information will be reported about the results of the random verification of the eligibility of self-certified participants?  What information will be compiled and reported regarding the composition of the participants relative to ethnicity, race, age, etc?

E. Describe the relationship between these proposed standardized reporting guidelines and the Reporting Requirements Manual 2 (RRM-2) effort recently underway.

F. Is RRM-2 consistent with the proposed standardized reporting guidelines?

G. Identify the unresolved issues, if any, that the utilities encountered in developing the proposed standardized reporting guideline.

III. Competitive Bidding

The March 26, 1999 Assigned Commissioner’s Ruling states “For PY2000, I direct the utilities to file applications with proposals to competitively bid out their programs, as directed in Resolution E-3586.”  The applications are due July 1, 1999.  The Ruling requires “the utilities to conduct workshops and/or other forums to solicit input from interested parties prior to filing their applications.  A description of the public process should be described in the applications.”

The LIGB requests that the utilities make a presentation regarding their July 1 submission, including the following specific issues:

A. What efforts are the utilities proposing to undertake to solicit input from interested parties prior to filing their applications?  What forums are being considered?  Which are being proposed?  When?  How will public input be taken?

B. When will draft proposals to competitively bid programs be available?  Will they be available in advance of the public forums to guide public discussion?  

C. What do the utilities request of the LIGB?  How do the utilities plan to secure input from the LIGB, and when?

D. Are all the utilities taking a similar approach to competitive bidding?  Will there be effectively one application filed on behalf of the four utilities?  Or will each utility file a distinct and different separate application?  

E. Are the utilities conducting joint public input forums?  To what extent is the entire process of developing competitive bidding proposals a joint utility process?

F. Which portions of the LIEE programs do the utilities expect to put up for bid?

G. Which portions of the CARE programs do the utilities expect to put up for bid?

H. In what ways will the proposed competitive bidding approaches modify each utility’s current practices?

I. Identify the unresolved issues, if any, that the utilities encountered in developing their proposed standardized reporting guideline.

J. What actions are the utilities taking to engage in competitive bidding to deliver the PY1999 programs?

IV. Expanded Partnership Agreement

The March 26, 1999 Assigned Commissioner’s Ruling also states “In addition to filing their partnership plans for low-income weatherization measures in this rulemaking, as directed in Resolution E-3586, Southern California Edison (SCE) and Southern California Gas Company are directed to develop their bidding on a partnership basis.” 

The LIGB requests that the SCE and SoCalGas make a presentation regarding their plans and proposals to expand their partnership in delivering low-income programs, whether using current delivery mechanisms or competitive bidding.

A. Will competitive bidding totally replace the current low-income program delivery mechanisms?  If so, when will that transition be complete?

B. Until the transition is complete, what partnership efforts do SCE and SoCalGas propose to undertake to increase the effectiveness of the LIEE delivery system to homes served with gas and electricity?

C. What are SCE and SoCalGas proposing as the mechanism for partnering on competitively bid LIEE work? 

D. Do you believe it enhances program effectiveness to include other utilities that overlap with either SoCalGas or SCE’s service territories in this expanded partnership?  If so, who would that be?  If no, why not?

V. AEAP Proposals

The March 18 decision of the ALJ states “we will also use the AEAP as the procedural forum for evaluating existing administrator performance mechanisms, and proposals for modifying these mechanisms, for the 2000 and 2001 program years.  Again, nothing prohibits the utilities from developing proposals for these award mechanisms, and eliciting responses from interested parties and the Boards prior to the May due date of their AEAP applications.”  

The LIGB requests that the utilities make a presentation regarding their AEAP submissions, including the following specific issues:

A. Do the utilities believe that existing performance incentives are sufficient for the low-income programs?  Why or why not?

B. Do the utilities believe that performance incentives are appropriate for the CARE programs?  Why or why not?

C. Do the utilities intend to expand the performance incentives in their AEAP applications?  Specifically:

1. To what extent will the utilities’ AEAP applications address low-income energy efficiency programs?  

2. Would a performance incentive recognizing the effectiveness of the LIEE programs to reduce customer hardships be useful?  What might such an incentive look like?  (See Policy Recommendations, No.18) 

3. To what extent will the utilities’ AEAP applications address the CARE programs?  

4. Would a performance incentive to increase the number of CARE participants be useful?  What might such an incentive look like?

