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COMPLIANCE FILING OF THE LOW INCOME GOVERNING BOARD IN ACCORDANCE WITH ORDERING PARAGRAPH 1 (o) (iii) OF RESOLUTION


E-3586, ADOPTED JANUARY 20, 1999, ADDRESSING THE TREATMENT OF ADMINISTRATIVE COSTS FOR THE CALIFORNIA ALTERNATIVE RATES FOR ENERGY AND LOW INCOME ENERGY EFFICIENCY PROGRAMS








	Ordering Paragraph 1.0 (iii) of Resolution E-3586, dated January 20, 1999 stated that “The Utilities shall work with the LIGB to standardize the treatment of administrative costs for CARE and LIEE both between the 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.” 





	In addition, Ordering Paragraph 1 (j) of Resolution E-3585, dated December 17, 1998, required the LIGB to submit its recommendation on standardized reporting to the Commission on June 1, 1999.  The Resolution also required the utilities to file proposed standardized reporting requirements for the LIGB’s consideration on May 1, 1999.





	The LIGB has stated, in its June 1st filing on standardized reporting guidelines, that it believes that the issues of administrative cost treatment and standardized reporting guidelines are inextricably linked.  The LIGB requested that the Commission allow greater time for public comment on these issues and that treatment of administrative costs be clarified before or concurrently with that of standardized reporting guidelines.





On May 11th, the utilities provided the LIGB with a brief presentation on administrative cost treatments and shortly thereafter jointly filed a document addressing these costs on May 15, 1999.  That document states that “The recommendation is the result of extensive coordination among the utilities and the Low Income Governing Board.” The LIGB takes issue with this assessment and expresses its concern that utility cooperation with the Board has not been adequate or timely and that the document filed on May 15 lacks detail and specificity.  





	The LIGB is taking this opportunity to respond to the joint utility filing on administrative cost treatment for the LIEE and CARE programs.  Once again, the LIGB would like to note that treatment of administrative costs is an issue that is raised not only in the May 15th joint utility filing, but also in the Draft May 1999 Energy Efficiency Reporting Requirements Manual (RRM2) and in the current deliberations over Standardized Reporting Guidelines.  It will be important to ensure that definitions and treatments are consistent and standardized for all accounting, regulatory, reporting and evaluation purposes among all the utilities.





	The LIGB has some overall concerns.  





First, given the lack of specificity of the utility filing and given language in the RRM2 manual, the Board is concerned that inappropriate costs not be included in the determination of administrative costs for low income programs.  The Board is concerned, for instance, that regulatory costs not be included and that only incremental costs for low income program services be included.





Second, while requesting greater specificity and categorization of program costs in some cases, the Board is aware that the acquisition and reporting of data is an administrative burden in itself.  The Board does not feel that it is requesting any data or requiring any procedures that are particularly burdensome or costly, but is sensitive to such concerns and would request comment if the utilities feel this is the case.  Nor does the Board feel that its concerns should be interpreted as a mandate to search for every example of incremental cost that might be attributed to low income service delivery, no matter how trivial. The utilities have reported that it is not cost-effective in their view to determine every such cost.  That is as it should be.








The LIGB has these specific concerns:





Administrative costs as reported by the utilities for the CARE and LIEE programs, and as used to determine program cost-effectiveness, should not include any costs for CPUC staff or LIGB oversight, as is referenced in the RRM2 guidelines (Appendix B, page B-2, Reporting Category Definitions, Low Income Program Area.) What are to be included as CPUC staff costs is not clear from the RRM2 reference.  Staff costs have not previously been included in accounting for program administration or for LIGB expenses.  RRM2 also includes all of the costs associated with the LIGB as administrative costs.  RRM2 thus effectively assigns regulatory oversight costs to the programs.  Inclusion of staff and LIGB costs as administrative costs would reduce the apparent cost-effectiveness of the low-income programs.  





Further, the treatment of LIGB’s administrative costs in the utilities’ May 1 filing on Standardized Reporting Guidelines is not consistent with the utilities’ treatment of CBEE’s administrative costs in that the utilities indicated that they are not reporting CBEE administrative costs among the program expenditures.





The LIGB recommends that the administration costs for the LIEE program should be reported as functional categories, rather than the overly broad and generic categorization into Labor, Non-Labor and Contract costs that the utilities suggest. In contrast, the utilities suggest functional categories for the CARE program. The LIGB recommends functional categories, but suggests a somewhat different breakdown than that of the utilities with more specificity.





The LIGB recommends that administrative costs, for both the LIEE and CARE programs, be broken down according to the following: 


Outreach, Processing and General as overall categories.


Each overall category should be further disaggregated into subcategories for costs incurred internally by the utilities and costs incurred for contractual services provided by other entities.


Where the utility contracts for services, the cost of administering contracts should be included as utility internal administrative costs and reported separately in that subcategory.


Each subcategory reporting internal utility administrative costs should report both labor and non-labor costs separately.





Costs should be further disaggregated for the different forms of Outreach for both LIEE and CARE.  Categories should include: 


Bill inserts and responses to bill inserts.


Mass media (i.e., newspaper, radio and television).


Community outreach conducted by the utility (such as point of display advertising).


Community-based organization outreach under contract with the utility.


Other advertising.





Reported costs should only be incremental costs for the low income programs. On page 7 of the joint utilities’ May 15 administrative cost filing, the utilities appear to be proposing to include all costs for billing and account maintenance of CARE customers within administrative expenditures for the CARE program.  This, and all other definitions, should be clarified so that only additional costs properly incurred for low income service delivery over and above regular service delivery will be included.





The utilities state, in their May 15th filing that “Utility practice for direct, indirect and burdened costs presently vary.” The utilities should detail their "practices" for direct, indirect and burdened costs to identify where the differences are, why there are differences, and whether those differences are resolvable.





The utilities, in their May 15th filing, detail their administrative models for the LIEE program.  The utilities should correspondingly specifically describe their administrative models for the CARE program.
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